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         Module 4: Review of
            Supply Chain Transformation

         
         
         
         
            
            
            
            
            Module 4 in the APICS CTSC Learning System, “Review of Supply
               Chain Transformation,” discusses the final stages of the transformation project,
               including follow-up and processes that will continue into the future after closure
               of the transformation initiative.

            
            
            
            This module has the following sections:

            
            
            
            
               
               
               	
                  
                  
                  Section A, “Assess
                     the Transformation,” addresses the initial post-transformation assessment
                     process, including using multiple classes of metrics to truly measure the
                     effect of the transformation process and determining the new supply chain
                     maturity rating.

                  
                  

               
               
               
               	
                  
                  
                  Section B,
                     “Communicate Results and Reflect on the Transformation,” looks at metrics
                     more closely to identify those that should be communicated to specific
                     internal and external stakeholders and those that can be used to identify
                     and drive continuous improvement processes.

                  
                  

               
               

            
            
            
            We also return to our ongoing case study on
               Sample, Inc., reviewing the results of its transformation and showing how that
               information was used for the company’s continued growth and benefit.

            
            

         
         
         
         
   
      
         
         
         
         Section A: Assess the
            Transformation

         
         
         
         
            
            
            
            
            
               After completing this section,
                  students will be able to
               

            
            
            
            
               
               
               	
                  
                  
                  Share metrics indicating the level of
                     success of the transformation project, including both traditional business
                     metrics and nontraditional metrics

                  
                  

               
               
               
               	
                  
                  
                  Understand how to properly implement
                     tracking mechanisms to monitor processes on an ongoing basis

                  
                  

               
               
               
               	
                  
                  
                  Determine the maturity rating for a
                     supply chain following transformation.

                  
                  

               
               

            
            
            
            This section discusses how to use different
               types of metrics to assess the effectiveness of the supply chain and how to
               determine the new maturity level of the supply chain.

            
            

         
         
         
         
   
      
         
         
         
         Topic
            1: Review and Provide Feedback on Project Portfolio Performance

         
         
         
            
            
            This topic discusses the
               transformation process road map and how different types of metrics
               can be used together to truly measure the success of the transformation project.

            
            

         
         
         
         
         
            
            
            Transformation
               Process Road Map

            
            
            
            
            
               
               
               
               
               
                  
                  By now, the first three steps in the
                  transformation process road map (below) have been completed. All
                  that remains is the fourth step: reviewing the supply chain transformation.

               
               
               
               
                  
                  
                  	
                     
                     
                     Create the rationale and urgency for supply
                        chain transformation.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Prepare for supply chain transformation.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Execute the supply chain transformation.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Review the supply chain transformation.

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Reassess transformation maturity, evaluate
                              results, and provide feedback and lessons learned.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Sustain improvements, implement corrective
                              actions, and identify future initiatives.

                           
                           

                        
                        

                     
                     

                  
                  

               
               

            
            
         
         
         
         
            
            
            Early Project
               Terminations

            
            
            
            
            
               
               
               
               
               
                  
                  
                  
                  
                  
                  It may happen that a transformation
                  project fails to meet baseline expectations for project performance.
                  If caught early on, corrective actions and changes (adjusting project
                  and supply chain methodologies, reexamining goals and processes)
                  may help get the project back on track. Other times, the project
                  may not be salvageable, and thus the project is canceled early.
                  This may represent a good decision for the organization, as it has
                  potentially avoided the issues caused by sunk
                     cost
                  , which is defined
                  in the ASCM Dictionary as follows:

               
               
               
               
                  
                  1)
                     The unrecovered balance of an investment. It is a cost, already
                     paid, that is not relevant to the decision being made about the
                     future. 2) Capital already invested that for some reason cannot
                     be retrieved. 3) A past cost that has no relevance with respect
                     to future receipts and disbursements of a facility undergoing an
                     economic study. This concept implies that since a past outlay is
                     the same regardless of the alternative selected, it should not influence
                     the choice between alternatives.

                  

               
               
               
               Projects may also be
                  canceled early for many other reasons, including

               
               
               
               
                  
                  
                  	
                     
                     
                     The goals of the project
                        no longer align with the organization’s strategy.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Scope
                        creep has been allowed to grow to unacceptable levels.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The
                        organization no longer has the funding or other resources to support
                        the project.

                     
                     

                  
                  

               
               
               
               In these situations,
                  it is still important to review the state of the project, what it accomplished,
                  and why it failed or was terminated. Milestone completions may still produce
                  organizational benefits, and other areas of the project may be identified
                  for inclusion in future improvement efforts. Issues, unforeseen
                  risks, and planning and execution errors may be avoided in the future
                  if lessons learned from them are recorded and shared with the organization.
                  These lessons are extremely valuable to an organization, both for
                  future efforts that involve the supply chain and for those that do
                  not.

               
               

            
            
         
         
         
         
            
            
            Observing Success
               in Multiple Ways

            
            
            
            
            
               
               
               
               
               
                  At the conclusion of transformation
                  project work, it is time to review the results of the transformation
                  to determine if it has met its goals. Though business and operations outcome
                  metrics are useful and important, they do not provide the context
                  necessary to determine if the transformation was actually successful
                  without examining other metrics as well.

               
               
               
               To properly understand
                  if the transformation has taken hold and will operate in a sustainable
                  manner moving forward, change management performance and capability performance
                  must also be examined. Taken together with business and operations performance
                  data, a complete picture can be viewed.

               
               
               
               Let’s examine the context
                  that each set of measures provides:

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        Business performance metrics. These
                        are the “traditional” metrics for measuring business performance
                        across many areas, including financial performance metrics and others
                        like sustainability metrics. Examples of these metrics include

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Earnings before interest
                              and taxes (EBIT) or earnings before interest, depreciation, and
                              amortization (EBITDA)

                           
                           

                        
                        
                        
                        	
                           
                           
                           Sales
                              volume

                           
                           

                        
                        
                        
                        	
                           
                           
                           Cash-to-cash
                              cycle time

                           
                           

                        
                        
                        
                        	
                           
                           
                           On-time
                              delivery

                           
                           

                        
                        
                        
                        	
                           
                           
                           Returns
                              rate

                           
                           

                        
                        
                        
                        	
                           
                           
                           Customer
                              satisfaction.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                        
                        
                        Capability performance metrics. These
                        metrics report the rates at which the functional areas that are
                        responsible for maintaining and executing transformed processes
                        on an ongoing basis are developing and acquiring necessary capabilities to
                        do so. This may be referred to as the maturity of the supply chain.
                        Examples of these metrics include

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Order
                              delivery lead time

                           
                           

                        
                        
                        
                        	
                           
                           
                           Adherence
                              to schedule

                           
                           

                        
                        
                        
                        	
                           
                           
                           Volume
                              capacity and delivery flexibility

                           
                           

                        
                        
                        
                        	
                           
                           
                           Order
                              quality

                           
                           

                        
                        
                        
                        	
                           
                           
                           Packaging.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                        
                        
                        Change management performance metrics. These
                        metrics describe the pace of change (typically measures in milestone
                        attainment) for an organization. Examples of these metrics include

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Kickoff completion

                           
                           

                        
                        
                        
                        	
                           
                           
                           Time
                              to project completion

                           
                           

                        
                        
                        
                        	
                           
                           
                           Budget
                              use

                           
                           

                        
                        
                        
                        	
                           
                           
                           Hours
                              of training

                           
                           

                        
                        
                        
                        	
                           
                           
                           Number
                              of individuals trained

                           
                           

                        
                        
                        
                        	
                           
                           
                           Number
                              of “power users” trained

                           
                           

                        
                        
                        
                        	
                           
                           
                           Processes
                              changed, completed, or deployed

                           
                           

                        
                        
                        
                        	
                           
                           
                           Certifications
                              achieved.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        
                        
                        
                        Operations performance metrics. These
                        metrics focus on the performance of supply chain operations needed
                        to meet business performance metrics. Examples of operations performance
                        metrics include

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Inventory value

                           
                           

                        
                        
                        
                        	
                           
                           
                           Inventory
                              turns

                           
                           

                        
                        
                        
                        	
                           
                           
                           Cost
                              associated with expediting

                           
                           

                        
                        
                        
                        	
                           
                           
                           Inventory
                              velocity

                           
                           

                        
                        
                        
                        	
                           
                           
                           Inventory
                              accuracy

                           
                           

                        
                        
                        
                        	
                           
                           
                           Obsolescence

                           
                           

                        
                        
                        
                        	
                           
                           
                           Damage/scrap
                              rate

                           
                           

                        
                        
                        
                        	
                           
                           
                           Volume
                              of write-offs

                           
                           

                        
                        
                        
                        	
                           
                           
                           Department
                              or team maturity.

                           
                           

                        
                        

                     
                     

                  
                  

               
               
               
               
                  
                  Two additional categories
                  may also be examined: standardization and simplification. In this
                  context, standardization refers to the creation and enforcement
                  of rules, work instructions, procedures, reports, and metrics to
                  ensure that people follow the changed processes as designed and
                  do not revert to prior ways of executing their work functions. Simplification
                  refers to the removal of unnecessary complexity from operations
                  and processes, making it easier for the business to operate and streamlining
                  the customer experience.

               
               
               
               The metrics used may
                  be any combination of ones that are developed internally or ones
                  come from external sources, such as SCOR metrics.

               
               
               
               The evaluation of these
                  metrics should build on the project monitoring processes and structure
                  that were ongoing during the project. The business case should also
                  be examined to determine any other noted critical success factors
                  or KPIs that were not able to be monitored during the project. This
                  process may also use benchmarking, either against pre-transformation
                  project performance or against external data for supply chain performance,
                  to determine how well the process is performing.

               
               
               
               It can be helpful to
                  use a regularly scheduled meeting to examine updates to metrics. These
                  may take place as frequently as every month, but they should have
                  a specific and consistent structure to examine each metric that
                  has been identified for changes and to determine if the metrics
                  indicate acceptable or unacceptable performance. Use of scorecards
                  to keep up to date on progress may be valuable here as well.

               
               
               
               Creating a feedback
                  loop for individuals working with the new processes across the company
                  may help identify issues as they arise or potential refinements
                  or corrections that can keep the transformed processes performing
                  as expected. Due to the wide span that a supply chain may cover,
                  an intentionally designed, easy-to-use mechanism for gathering feedback
                  is important. Without that, feedback that isn’t about a critical
                  issue or failure is unlikely to be gathered.

               
               
               
               As the transformation
                  project is ending, ongoing monitoring and performance accountability
                  of applicable metrics must be assigned to appropriate individuals throughout
                  the supply chain. Depending on the metric, this assignment may go
                  to members of the management team or individual managers in a given
                  area. Note that this may not be a popular or easy task, as those
                  being assigned accountability for these metrics’ performance may
                  resist, but it is necessary to actually achieve the goals outlined
                  in the business case on an ongoing basis.

               
               

            
            
         
         
         
         
            
            
            Using Tracking
               Mechanisms

            
            
            
            
            
               
               
               
               
               
                  In order for metrics to be
                  effective, they must be visible and monitored regularly. However,
                  the meaning of “regularly” varies, depending on the metric in question.
                  For overarching metrics (for example, business performance metrics),
                  a monthly schedule may be sufficient, allowing for accurate trend
                  analysis and interventions while avoiding generating too much information
                  that may obscure important trends in daily variation.

               
               
               
               For more focused metrics,
                  monitoring processes should be done at whatever interval the values
                  reported through the metric change. For some, it may be daily; for
                  others, it may be weekly or longer. For example, on-time delivery
                  may be something that is tracked daily while something like inventory
                  days of supply may be viewed on a monthly basis.

               
               
               
               
                  
                  Tracking mechanisms may take many
                  forms. Scorecards and dashboards may be used, for example. A dashboard,
                  coupled with automatic capture and analysis/display of performance
                  data, can provide dynamic and customized views to individuals accountable
                  for the performance of a given process. These dashboards can display
                  live data that are constantly updated, providing up-to-the-second
                  information on supply chain performance. A simplified example of
                  a dashboard is shown in Exhibit 4-1.

               
               
               
               
                  Exhibit 4-1: Supply Chain Management KPI Dashboard[image: ../images/CTSCgraphic4a-02.png]
               
               
               
               
               
                  Control towers may also
                  be used for tracking and sharing of information from digital supply
                  chain systems, including warehouse and transportation management
                  systems. The systems may be displayed in a set geographical location,
                  which could be designated as a supply chain control room. From this
                  location, supply chain managers can oversee information as it comes
                  in from across the supply chain and quickly collaborate with others
                  to react to changes in performance data.

               
               
               
               No matter the tracking
                  mechanisms used, the data must be complete and accurate, and the
                  output of the mechanism must be accessible to the individuals responsible
                  for the performance of the process. The data must be widely available
                  and easily accessed, or individuals will be less likely to gather
                  or observe the data they are responsible for at the appropriate
                  cadence.

               
               

            
            
         
         
         
         
            
            
            Sustaining
               and Documenting Improvements

            
            
            
            
            
               
               
               
               
               
                  Following
                  a major transformation, it is also important to ensure that proper documentation
                  has been created and shared with everyone necessary. For every new process
                  generated, new procedures must be documented. This documentation
                  may include

               
               
               
               
                  
                  
                  	
                     
                     
                     Process mapping for
                        end users

                     
                     

                  
                  
                  
                  	
                     
                     
                     Systems
                        landscape or architectural diagrams illustrating pre-transformation systems
                        that have been updated or replaced

                     
                     

                  
                  
                  
                  	
                     
                     
                     Standard
                        operating procedures (SOPs)

                     
                     

                  
                  
                  
                  	
                     
                     
                     RACI
                        charts

                     
                     

                  
                  
                  
                  	
                     
                     
                     Process
                        maps to show the workflows, including any decision points or necessary process
                        approvals

                     
                     

                  
                  
                  
                  	
                     
                     
                     KPIs
                        for end users

                     
                     

                  
                  
                  
                  	
                     
                     
                     Training
                        manuals

                     
                     

                  
                  
                  
                  	
                     
                     
                     Work
                        instructions.

                     
                     

                  
                  

               
               
               
               Depending on the specific
                  details of the transformation, sustaining and documenting improvements
                  may be a significant effort at the conclusion of the rest of the
                  project work. To aid in this, use of standardized forms may be helpful.
                  A sample work instruction graphic for a theoretical demand leveling
                  task is shown in Exhibit 4-2.

               
               
               
               
                  Exhibit 4-2: Sample Work Instruction Document[image: ../images/CTSCgraphic4a-03_p1.png]
               
               
               
               
               [image: ../images/CTSCgraphic4a-03_p2.png]
               
               
               

            
            
         
         
   
      
         
         
         
         Topic
            2: Reassess Supply Chain Transformation Maturity

         
         
         
            
            
            Here we discuss the new
               maturity rating of the supply chain and reviewing assessments and
               results figures.

            
            

         
         
         
         
         
            
            
            Determine Maturity
               Rating

            
            
            
            
            
               
               
               
               
               Following the transformation
                  project, it may be useful to reassess the maturity level of the
                  supply chain. Recall the five-stage maturity model that we have
                  used elsewhere in this learning system:

               
               
               
               
                  
                  
                  	
                     
                     
                     Stage 1—multiple dysfunction

                     
                     

                  
                  
                  
                  	
                     
                     
                     Stage 2—semifunctional enterprise

                     
                     

                  
                  
                  
                  	
                     
                     
                     Stage 3—integrated enterprise

                     
                     

                  
                  
                  
                  	
                     
                     
                     Stage 4—extended enterprise

                     
                     

                  
                  
                  
                  	
                     
                     
                     Stage 5—orchestrated supply chain

                     
                     

                  
                  

               
               
               
               
                  Each of these stages
                  is represented in Exhibit 4-3.

               
               
               
               
                  Exhibit 4-3: Supply Chain Maturity Levels[image: ../images/CTSCgraphic4a-01.png]
               
               
               
               
               Reassessing the supply
                  chain level post-transformation may help provide a high-level view
                  of the overall success of the transformation project by helping
                  to consider multiple measures together and develop a holistic picture
                  of supply chain performance. Note that it is wise to examine supply
                  chain metrics used pre-transformation, but those metrics may not
                  capture the full performance of the transformed supply chain, which
                  focuses on other concepts such as customer service.

               
               
               
               In order to accurately
                  determine which level of performance your supply chain is at, it’s
                  useful to recall the key indicators for each given level.

               
               
               
               
                  
                  
                  	
                     
                     
                     
                        Stage 1. This is a reactive supply
                        chain:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           It fulfills demand but without much cost
                              concern and is perceived as a cost center.

                           
                           

                        
                        
                        
                        	
                           
                           
                           It needs few connectivity technologies
                              and capital assets to respond to demand.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        Stage 2. This is a reactive efficient supply
                        chain:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           It supports competitive positioning as
                              an efficient, low-cost, and integrated unit.

                           
                           

                        
                        
                        
                        	
                           
                           
                           It focuses efficiency and cost management
                              on the total delivered cost of finished goods.

                           
                           

                        
                        
                        
                        	
                           
                           
                           It uses connectivity technology and equipment
                              to automate, reduce labor costs, improve capacity, and raise throughput.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        Stage 3. This is a proactive efficient supply
                        chain:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           It proposes new raw materials or product
                              designs to lower complexity and costs.

                           
                           

                        
                        
                        
                        	
                           
                           
                           It instigates changes to product designs
                              for greater efficiencies.

                           
                           

                        
                        
                        
                        	
                           
                           
                           It invests in integrated information systems
                              for sharing of information across functions.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        Stage 4. This is a strategic driver supply
                        chain:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Management has developed a significant
                              level of sophistication.

                           
                           

                        
                        
                        
                        	
                           
                           
                           The supply chain contributes to the organization’s
                              overall strategy.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Strategic modeling is used.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Demand generation and fulfillment are fully
                              integrated.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Forecasting, planning, and replenishment
                              are fully integrated and visible.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Technology improvements, knowledge, and
                              real-time information are shared with partners.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     
                        Stage 5. This is a consistent and
                           systematic supply chain:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Participating partners
                              align their business objectives and related processes.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Customer requirements receive an integrated
                              response from participating partners using real-time planning and
                              decision making on supply chain responses.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Improvement and change management teams
                              are cross-functional and are both technically and socially skilled.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Change management and readiness are common
                              skills and values.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Data has integrity, is secure, and is actually
                              used in decision making.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Technology gaps are resolved to realize
                              end-to-end visibility.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Sourcing is right-sized but resilient (quickly
                              adaptable).

                           
                           

                        
                        
                        
                        	
                           
                           
                           Product designs are inclusive, and the
                              number of products is right-sized.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Transformation processes aim for zero waste
                              for sustainability and efficiency.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Monthly sales and operations planning may
                              be replaced by more frequent integrated business planning for consensus
                              demand planning workflows.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Artificial intelligence may be used, for
                              example, to add external factors demand sensing.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Processes are shared (e.g., shared services
                              platforms), standards and policies are enforced, and automation
                              is common.

                           
                           

                        
                        

                     
                     

                  
                  

               
               
               
               It may be difficult
                  to accurately determine the maturity of the supply chain. For this reason,
                  a third-party assessment could be used to help identify and document
                  changes without bias while comparing the supply chain to relative
                  industry benchmarking information. In addition, not all supply chain
                  projects are intended to change the maturity level of a supply chain.
                  In some cases, influences on the supply chain may actually lead
                  it to regress from a higher maturity level to a lower one.

               
               
               
               If the supply chain
                  is determined to not be at the targeted level, it should be determined
                  why the target maturity level was not reached. This can be done
                  by close examination of metrics to indicate areas where issues are
                  present and by using processes such as root cause analysis. The
                  cause of the shortfall may be the focus of continuous improvement
                  efforts, which is discussed later in this module.

               
               

            
            
         
         
         
         
            
            
            Review Assessment
               and Audit Results

            
            
            
            
            
               
               
               
               
               
                  
                  It is important to
                  review the assessment of the supply chain and to perform an audit to
                  ensure the veracity of the results of the assessment. Audits may
                  be major undertakings on their own accord. To ensure that they are
                  effective, there are a few key concepts:

               
               
               
               
                  
                  
                  	
                     
                     
                     Plan the audit thoroughly.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Use standard criteria.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Create a plan for results communication
                        and follow-up.

                     
                     

                  
                  

               
               
               
               (Note that some of
                  these concepts are shared with principles important to the transformation
                  of the supply chain.)

               
               
               
               Audits may be conducted
                  by an internal audit team or a contracted external audit group.
                  Regardless of whether the audit is internal or external, using the
                  supply chain software and data technologies implemented during the
                  transformation will be crucial to conducting an efficient audit.

               
               
               
               When conducting an audit,
                  various tools like questionnaires can be used. Results can be analyzed
                  and compared to the results observed through the set observation processes
                  that are used to measure supply chain performance. Questionnaire
                  results can also be categorized based on the responses received
                  to determine what areas may be focused on for future improvement
                  projects. It is important that these audits are done professionally
                  and constructed to avoid biases that may affect the results.

               
               
               
               Audits may focus on
                  established output scorecards and KPIs that monitor supply chain
                  performance. For supply chain transformations, they should also
                  look at staff engagement and change fatigue, using tools such as
                  staff surveys, to ensure that the staff is energized and ready to
                  continue the processes associated with the transformed supply chain.

               
               
               
               It may be useful to
                  conduct on-site visits to ensure that actual performance in a facility matches
                  the reported data and that they are following correct practices
                  and procedures as outlined during the transformation.

               
               
               
               Note that making it
                  clear that audits and reviews will be undertaken at specific points in
                  the future may actually improve the integration and adoption of
                  transformation processes. Individuals may follow the new processes
                  more closely if they are aware that they will be evaluated on the
                  processes in the future.

               
               

            
            
         
         
   
      
         
         
         
         Section B: Communicate
            Results and Reflect on the Transformation

         
         
         
         
            
            
            
            
            
               After completing this section,
                  students will be able to
               

            
            
            
            
               
               
               	
                  
                  
                  Share the importance of visibility and
                     transparency both to the success of the project transformation and to
                     regular supply chain operations

                  
                  

               
               
               
               	
                  
                  
                  Compare specific results metrics to
                     initially identified targets to share the success attained

                  
                  

               
               
               
               	
                  
                  
                  Report results to various internal and
                     external stakeholders, sharing specific, useful information depending on the
                     needs of the stakeholder.

                  
                  

               
               

            
            
            
            This section discusses comparing
               post-transformation metrics to pre-transformation goals and sharing the results
               indicated by those metrics with stakeholders. It then discusses how to use that
               information to fuel continuous improvement processes.

            
            

         
         
         
         
   
      
         
         
         
         Topic
            1: Measure, Document, and Report Results

         
         
         
            
            
            Results may take many
               forms and consider many aspects, depending on the initial goals
               of the transformation. Visibility and transparency may have been
               a goal of the transformation project; other results may take the
               form of traditional measures of business performance. We will now
               discuss these various forms of results.

            
            

         
         
         
         
         
            
            
            Visibility and
               Transparency

            
            
            
            
            
               
               
               
               
               
                  
                  
                  
                  Visibility and transparency
                  are important for both the successful integration and adoption of
                  transformed supply chain processes and for the performance of the supply
                  chain itself.

               
               
               
               The members of the
                  transformation team can be powerful assets in their day-to-day business
                  areas. Especially after a successful transformation that results
                  in easier processes for involved individuals, members of the team
                  can be champions of the updated processes and reinforce their usefulness
                  and ease.

               
               
               
               To help ensure that the
                  supply chain transformation takes hold across the organization,
                  visibility is also essential. All affected sites and teams across
                  the supply chain should be given visibility into the performance
                  of the post-transformation supply chain and the progress of the
                  organization toward up-skilling as necessary to maintain and continue
                  the updated processes.

               
               
               
               Providing visibility can
                  help motivate teams to achieve the necessary training as well, as
                  it can lead to friendly competition between teams as each races
                  to complete their required training. It can also highlight struggling
                  teams that are unable to allocate the necessary time and other resources
                  to training so that they can be given additional support as needed.

               
               
               
               The transformation
                  project may have had specific visibility targets for the supply chain
                  as well. If targets were set regarding visibility and automation/control
                  along these fronts, it is important to compare performance to the
                  initial target.

               
               
               
               Returning to our Sample,
                  Inc., example, one of the SCOR level 2 metrics identified for the
                  transformation project was AG.2.1 to 2.5 (agility for order, source,
                  transform, fulfill, and return). Though a specific visibility target
                  was not implemented, increasing agility necessarily depends on visibility
                  and transparency. When the Sample, Inc., supplier Packit suffered
                  delayed shipments due to a typhoon, this information was immediately
                  incorporated into the CPFR processes set up under the transformation, and
                  alternate supplies were sourced before production processes were
                  disrupted.

               
               
               
               Though a specific visibility
                  goal was not outlined during the process, the successful adjustment
                  to the unforeseen disruption was ample evidence that the necessary supply
                  chain visibility had been achieved.

               
               
               
               Note that through use
                  of sufficient data and artificial intelligence, these decisions
                  do not necessarily have to be reactive. For example, using accurate
                  weather predictions and using AI to predict weather disruptions,
                  changes can be made before disruptions have actually occurred.

               
               

            
            
         
         
         
         
            
            
            Reviewing Results

            
            
            
            
            
               
               
               
               
               
                  
                  The actual ROI of the
                  transformation should be compared to the ROI projections developed
                  for use in the business case to determine whether the project has
                  provided the value it intended to. This ROI may have been focused
                  on improving one (or more) of any number of potential measures,
                  such as working capital or economic value added (EVA).

               
               
               
               
                  Results may be determined
                  through looking at financial statements, KPIs, and other sources
                  (such as employee feedback). Let’s look at the new data from Sample,
                  Inc., following the transformation process based on its initial
                  balanced scorecard (shown in Exhibit 4-4)
                  and the to-be goals for cash-to-cash cycle time and subsets (shown
                  in Exhibit 4-5).

               
               
               
               
                  
                  
                  

                  
                  
                  
                  
                  
                     
                     
                        
                        Exhibit 4-4: Balanced Scorecard Example for Sample, Inc., Post-Transformation Project
                        
                        
                           
                           
                           
                           
                           
                           
                           
                           
                           
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Goal

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Measure

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Target

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Actual

                                 
                                 
                              
                              

                           
                           
                        
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Customer Perspective
                                    

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Meet customer delivery promises.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Percentage of orders delivered
                                    in full to customer

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 99%

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 99%

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Meet customer quality expectations.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Customer order perfect condition

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 99%

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 99%

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Business Process
                                       Perspective
                                    

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Improve responsiveness
                                    to distributors.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Order fulfillment cycle
                                    time

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 2 days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 3
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Assuring quality failure condition
                                    of returned items.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Perfect return order fulfillment

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 95%

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 96%

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Financial Perspective
                                    

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Streamline cash availability.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Cash-to-cash cycle time

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 0
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 –1
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Maximize supply chain efficiency.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Total supply chain management
                                    cost

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 <8.0%
                                    of revenue

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 8.2%
                                    of revenue

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Innovation and Learning Perspective
                                    

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Quickly react to demand increases/decreases.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Supply chain agility

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 30
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 27
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Keep staff highly trained.

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Training

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 80
                                    hours

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 60 hours

                                 
                                 
                              
                              

                           
                           
                        

                     

                  
                  

               
               
               
                  
                  
                  

                  
                  
                  
                  
                  
                     
                     
                        
                        Exhibit 4-5: Sample, Inc., Sets To-Be Goals and Post-Transformation Performance for
                                 Cash-to-Cash Cycle Time and Subsets
                        
                        
                           
                           
                           
                           
                           
                           
                           
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Metric

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 To-Be Goal

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Post-Transformation Performance

                                 
                                 
                              
                              

                           
                           
                        
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Cash-to-cash cycle time
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 –1
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 –1
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Days sales outstanding

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 27
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 27
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Days payables outstanding

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 55
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 55
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Inventory days of supply

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 27
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 29
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    
                                    
                                    	
                                       
                                       
                                       Days, RM

                                       
                                       

                                    
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 5
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 6
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    
                                    
                                    	
                                       
                                       
                                       Days, WIP

                                       
                                       

                                    
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 1
                                    day

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 2
                                    days

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    
                                    
                                    	
                                       
                                       
                                       Days, FG

                                       
                                       

                                    
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 21
                                    days

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 21
                                    days

                                 
                                 
                              
                              

                           
                           
                        

                     

                  
                  

               
               
               As you can see, the
                  transformation project at Sample, Inc., was largely successful at meeting
                  the goals. However, there is still room for fine-tuning and improvement
                  of underlying processes, as not all goals were fully achieved. Even
                  with remaining room to improve, the transformation has made a significant
                  impact on the business operations overall and should be viewed as
                  a resounding success.

               
               

            
            
         
         
         
         
            
            
            Reporting Results

            
            
            
            
            
               
               
               
               
               
                  When sharing results
                  internally, it is important that the reports are produced in a manner
                  that is understandable by the intended audience and tailored to
                  the specific type of information that is given. This includes having
                  a clear purpose statement and an executive summary, and the report
                  should use a template that has been pre-designed and is already
                  accepted. It should be clearly and concisely written, simple, and
                  factual/objective.

               
               
               
               The internal audience
                  may vary greatly. Examples of those who may use results from supply
                  chain monitoring include

               
               
               
               
                  
                  
                  	
                     
                     
                     Attendees of S&OP
                        meetings

                     
                     

                  
                  
                  
                  	
                     
                     
                     Attendees
                        of strategic planning meetings

                     
                     

                  
                  
                  
                  	
                     
                     
                     Attendees
                        of integrated business planning meetings

                     
                     

                  
                  
                  
                  	
                     
                     
                     The
                        board of directors

                     
                     

                  
                  
                  
                  	
                     
                     
                     Supply
                        chain divisions throughout the company

                     
                     

                  
                  
                  
                  	
                     
                     
                     The
                        organization’s workforce

                     
                     

                  
                  
                  
                  	
                     
                     
                     Attendees
                        of annual supply chain retreats.

                     
                     

                  
                  

               
               
               
               
                  Reporting should include
                  data surrounding the transformation project and its effects, along
                  with other information that may be useful to the organization long
                  term (for example, process improvement information for use on other
                  organizational projects). Examples of such information may include

               
               
               
               
                  
                  
                  	
                     
                     
                     KPIs and performance assessments

                     
                     

                  
                  
                  
                  	
                     
                     
                     Other achievements and improvements not
                        easily quantified in KPIs (employee happiness, testimonials)

                     
                     

                  
                  
                  
                  	
                     
                     
                     Transformation project successes, failures,
                        and areas for future improvement

                     
                     

                  
                  
                  
                  	
                     
                     
                     Commendable efforts by individuals on the
                        project team and by project teams as a whole

                     
                     

                  
                  
                  
                  	
                     
                     
                     Project management process areas for improvement

                     
                     

                  
                  
                  
                  	
                     
                     
                     Record of frameworks used during supply
                        chain transformation (SCOR, etc.)

                     
                     

                  
                  
                  
                  	
                     
                     
                     Risk management reports, including risks
                        that were missed during initial risk assessments

                     
                     

                  
                  
                  
                  	
                     
                     
                     Conclusions about the project and necessary
                        sign-offs from key stakeholders.

                     
                     

                  
                  

               
               
               
               Results may need to
                  be reported externally as well, to fulfill regulatory or legal requirements
                  or for marketing purposes. Depending on the purpose and any requirements,
                  the information that should be shared will vary. For example, financial data
                  may be released due to International Financial Reporting Standards
                  (IFRS) or generally accepted accounting principles (GAAP). Organizations
                  may share information in accordance with the Global Reporting Initiative
                  (GRI) or in relation to other sustainability goals. Where a supply
                  chain transformation has affected labor hours or requirements (or
                  other regulated areas), information may be shared with regulatory
                  agencies.

               
               
               
               For marketing purposes,
                  information on improved efficiency and reduced carbon footprints
                  may be included, or reduced shipping times may be shared.

               
               
               
               Returning again to
                  our Sample, Inc., example, much of the targeted improvement was focused
                  on behind-the-scenes performance metrics that wouldn’t be useful
                  for marketing perspectives but would eventually be used in shareholder
                  calls and quarterly/annual financial reporting. Additionally, given
                  that Sample, Inc., does not fulfill direct to consumer, shipping
                  times are unlikely to be of use for marketing. However, the new
                  inventory planning processes, along with the improved ability to deliver
                  orders in full and in perfect condition and the reduced order fulfillment
                  times, may be useful when looking to secure new retail partners
                  to carry their products.

               
               
               
               With that in mind, the Sample, Inc., supply
                  chain leadership develops a targeted report to share with the business
                  development and growth teams. This report strips away the financial
                  data and highlights improved performance data. Additionally, using benchmarking
                  data from the early stages of the project and updating with surveys post-transformation,
                  a competitive comparison is generated, as seen in Exhibit 4-6.

               
               
               
               
                  
                  
                  

                  
                  
                  
                  
                  
                     
                     
                        
                        Exhibit 4-6: Sample, Inc., Petroleum and Chemical Products Company Updated Customer
                                 Survey
                        
                        
                           
                           
                           
                           
                           
                           
                           
                           
                           
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 Top 5 Customer Priorities in Order

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Competing Distributor

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Sample, Inc. (Initial Benchmarking)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Sample,
                                    Inc. (Post-Transformation Benchmarking)

                                 
                                 
                              
                              

                           
                           
                        
                        
                        
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 1. Replenishment frequency

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 5

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 5
                                    (initially at parity)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 6 (currently at advantage)

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 2. Order completeness

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 7

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 3
                                    (initially underperforming)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 8 (currently at advantage)

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 3. Reliable delivery windows

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 2

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 8
                                    (initially superior)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 8 (currently superior)

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 4. Reverse logistics

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 4

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 4
                                    (initially at parity)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 4 (currently at parity)

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 5. Lead time quoting accuracy

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 4

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 6
                                    (initially at advantage)

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 6 (currently at advantage)

                                 
                                 
                              
                              

                           
                           
                        

                     

                  
                  

               
               
               Additionally, the report highlights the
                  newly instilled supply chain agility and flexibility, indicating
                  that the supply chain could rapidly adjust to support a new customer.
                  Using this information, the business and growth teams are able to
                  secure a new agreement with a high-volume retailer, with the potential
                  to greatly increase revenue.

               
               
               
               When not required by
                  law, it is best to take care to ensure that sensitive data are not released
                  externally. However, publicly held companies may share some of these
                  data in company annual reports or financial statements as deemed
                  necessary.

               
               

            
            
         
         
   
      
         
         
         
         Topic
            2: Implement Continual Improvement and Identify Future Initiatives

         
         
         
            
            
            Understanding what worked
               and what didn’t during the supply chain transformation project can
               lead to future organizational benefits. It is also important to
               recognize that the transformation project is not the “end” of supply
               chain improvement, which should continue on an ongoing basis.

            
            

         
         
         
         
         
            
            
            Gather Feedback
               and Document Lessons Learned

            
            
            
            
            
               
               
               
               
               
                  
                  It is important to
                  gather and share information and lessons learned with all team members
                  and appropriate organizational partners. By taking the time to meet
                  and discuss these opportunities, additional opportunities may be
                  identified that can be added to the final reports. Feedback should
                  be solicited from all levels in the organization.

               
               
               
               When gathering feedback,
                  it is important to keep in mind what purpose the feedback is intended
                  to serve. Feedback may be gathered for any number of reasons, including improving
                  future project management efforts, understanding where communication plans
                  succeeded or failed, understanding how certain realized risks were
                  missed in initial risk assessments, or other reasons.

               
               
               
               For project management improvement processes,
                  it is important to go back and review documents generated during
                  the process, including revisions to the project charter, schedule,
                  and project plans. By determining why these changes occurred, future
                  projects may be able to account for issues or process flaws that
                  were not accounted for when planning this project. Additionally,
                  meeting with and/or surveying project team members and stakeholders
                  can help identify different perspectives on what worked well and
                  what didn’t.

               
               
               
               Tailoring the feedback process and prompts
                  (no matter in what format the feedback is gathered) can help ensure
                  that targeted and useful information is gathered. One useful example
                  of a process could include the following steps:

               
               
               
               
                  
                  
                  	
                     
                     
                     Vigorously check and
                        rate the completion of processes and the performance of outputs
                        compared to the initial goals and requirements. Assign a percentage
                        rating for each.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Anything
                        below a given percentage, e.g., 80 percent, is remediated. Corrective actions
                        are taken until the task in question meets the requisite level.

                     
                     

                  
                  
                  
                  	
                     
                     
                     For
                        each area that scores below 100 percent, those responsible engage
                        in a post-mortem meeting to discuss what could have been done differently
                        (e.g., more resources, different project governance strategy, etc.)
                        to reach a 100 percent rating.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The
                        feedback for all of these areas is compiled and presented to the
                        steering committee, project management office, and/or organizational
                        leadership to address identified issues and improve performance
                        moving forward.

                     
                     

                  
                  

               
               
               
               A process like the
                  one above can be used to create a pass/not-pass checkpoint at milestones
                  that are inherently gateways during the project implementation.

               
               

            
            
         
         
         
         
            
            
            Adaptable Supply
               Chains

            
            
            
            
            
               
               
               
               
               
                  
                  
                  An important result
                  of a supply chain transformation is the creation of an adaptable supply
                  chain. This is necessary due to the potential for changing business
                  conditions or strategies in the future that may require the supply
                  chain to support functions that were previously unplanned for.

               
               
               
               Future changes may
                  occur due to many potential factors, including

               
               
               
               
                  
                  
                  	
                     
                     
                     Geographical expansion

                     
                     

                  
                  
                  
                  	
                     
                     
                     New
                        product lines

                     
                     

                  
                  
                  
                  	
                     
                     
                     Changing
                        corporate social responsibility/sustainability targets

                     
                     

                  
                  
                  
                  	
                     
                     
                     Rapid
                        business or customer growth/decline

                     
                     

                  
                  
                  
                  	
                     
                     
                     Mergers
                        with or acquisitions of other companies

                     
                     

                  
                  
                  
                  	
                     
                     
                     Changes
                        to target audience/customer base

                     
                     

                  
                  
                  
                  	
                     
                     
                     Supplier
                        consolidation

                     
                     

                  
                  
                  
                  	
                     
                     
                     Changes
                        to the balance between insourced and outsourced capabilities

                     
                     

                  
                  
                  
                  	
                     
                     
                     Organizational
                        restructuring

                     
                     

                  
                  
                  
                  	
                     
                     
                     Natural
                        disasters

                     
                     

                  
                  
                  
                  	
                     
                     
                     Regulatory
                        changes.

                     
                     

                  
                  

               
               
               
               
                  
                  It is not enough that
                  the supply chain is merely able to adapt; it should continuously improve.
                  This requires a concerted effort toward continuous improvement,
                  with dedicated resources and governance practices installed to help
                  ensure that modified practices are successfully implemented. Budgets
                  and resources allocated for ongoing supply chain improvements should
                  include whatever is needed for the process of identifying, creating,
                  and implementing the changes to the processes.

               
               
               
               Part of this process may include identifying
                  how and where to standardize or harmonize operations. In some cases,
                  processes should be followed in the exact same manner, regardless
                  of any differences between business units, products, or geographic locations.
                  This helps ensure efficiency and safety and can reduce costs.

               
               
               
               In other cases, a rigid focus on standardization
                  may be unsuitable; in these cases, acceptable deviations from processes
                  should be clearly outlined and documented. Allowing this harmonization
                  to exist is one method to ensure the adaptability of the supply
                  chain.

               
               
               
               Similar to the way
                  in which the results of the initial transformation must be ingrained and
                  supported within the organization (following project conclusion)
                  for the project to truly have been a success, any continuous improvement
                  initiatives must also be fully integrated into ongoing supply chain
                  operations. In both cases (the initial transformation and continuous
                  improvement–driven changes), the teams responsible for the project
                  must operate long enough to fully and completely hand over new operations
                  to the teams responsible for executing them on an ongoing basis.

               
               

            
            
         
         
         
         
            
            
            Continuous
               Improvement and Identifying Future Initiatives

            
            
            
            
            
               
               
               
               
               
                  
                  Supply chain leaders
                  must continually monitor to see what is working and what isn’t and
                  how improved performance may be attained. In some cases, this may
                  simply require corrective action as the identified issue is not
                  inherent to the process but is a result of the process not being
                  followed (so is not actually considered continuous improvement).
                  True continuous improvement means identifying additional areas that may
                  be improved.

               
               
               
               Identification may
                  result from a regular process evaluation that indicates that something
                  underpinning the process is not operating as effectively as it should
                  be. Benchmarking performance against industry leaders and staying
                  up-to-date on trends and technology may also highlight areas ready
                  for an improvement effort.

               
               
               
               Changes that have led
                  to an adaptation may lead to additional opportunities. There may
                  still be room for improvement, as the adapted supply chain operation
                  may be achieving only the minimum performance associated with the
                  changed circumstances and not doing so in a particularly efficient
                  manner.

               
               
               
               It is important to
                  note that due to changing circumstances, demands, and technologies,
                  opportunities for supply chain improvement will continually arise
                  over time. At no point will the associated tasks of changing the
                  supply chain be completely and permanently “done.”

               
               
               
               When looking to identify
                  these new initiatives, make sure not to fall into the habit of using
                  entirely traditional metrics. Some traditional metrics remain important following
                  transformation and will continue to be important moving forward. However,
                  others (such as those identified and used for the transformation
                  project itself) are just as important when determining what can
                  be improved and how to prioritize continuous improvement efforts.

               
               
               
               Looking at our Sample,
                  Inc., example one last time, cash-to-cash cycle time and other goals
                  were largely met through the implementation of CPFR processes and
                  increased finished goods–related capabilities such as cross-DC deliveries
                  and increased shipment frequency.

               
               
               
               After enough time has
                  elapsed to gather meaningful data using the new processes and technologies,
                  Sample, Inc., gathers and now benchmarks these post-implementation metrics
                  against competitors using SCORmark. They decide to keep their performance attributes
                  at the same targeted superior, advantage, or parity levels versus competitors
                  to so that this benchmarking iteration can reveal their relative
                  level of transformation success. They also review results against
                  the commitments that the evangelist/portfolio manager made to the
                  executive sponsor in the business value proposition. Areas where
                  these promises were met versus gaps that remain are discussed. Root
                  causes of failure are sought. This process features a frank discussion of
                  which assumptions proved to be true versus which were not and why
                  (overly optimistic, environmental shifts, etc.). Formally recognizing
                  specifically where there were successes and failures helps makes
                  future value proposition estimates be better, not only because the
                  person(s) making the estimates gain experience such as better questioning
                  assumptions, but also because if the person(s) know they will be
                  assessed on these estimates later, they tend to take more time to
                  ensure estimates have quality in the first place.

               
               
               
               While Sample, Inc., is satisfied with their
                  cash-to-cash cycle time improvements, some of the other attributes
                  were improved but not enough to get them to advantage or parity.
                  Moving forward, the team may look to these other items from the
                  SCORmark survey that remained unchanged or need more improvement.
                  Thus, the team has several different options it may choose to explore,
                  including:

               
               
               
               
                  
                  
                  	
                     
                     
                     Continuing with initiatives
                        to further enhance cash-to-cash cycle time. Even after implementing
                        CPFR and other approved projects on the transformation road map, other
                        wish-list initiatives may remain that could be undertaken to enhance
                        cash-to-cash cycle time, such as a sales and operations planning
                        (S&OP) project.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Reexamining
                        the regional comparative analysis conducted early on in the transformation
                        project to find new areas for improvements. This effort may also seek
                        to close any gaps in the remaining measures at advantage and at
                        parity from the SCORmark survey.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Looking at the results of other divisions
                        or regions to determine if some areas are leaders or laggards in
                        their performance improvement, and developing additional projects
                        to ensure supply chain maturity is consistent across regions.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Selecting additional metrics to track
                        for a given performance attribute area, such as adding return on
                        fixed assets or return on working capital to their metrics for asset
                        management since cash-to-cash cycle time is no longer a poor performer.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Revisiting
                        the entire transformation process such as redoing segmentation exercises,
                        with a focus on other priorities or newly identified operationalized customer
                        segments.

                     
                     

                  
                  

               
               
               
               No matter which route
                  is selected, it will lead to the next round of transformation centered
                  on perhaps sustainability, new business models, team change readiness,
                  e-commerce, or new technology bridging the gaps in current capabilities.
                  The most important concept underlying continuous improvement is
                  that supply chain transformation is an iterative and infinite loop.
                  For firms to stay relevant and competitive in the marketplace, reinvention
                  and transformation is more than an optional pursuit; it is a mandate.

               
               
               
               Recall the SCOR racetrack model that describes
                  five distinct steps, as seen in Exhibit 4-7.
                  This model features iterative work, with each lap around the racetrack
                  leading to the beginning of a new lap in the form of a new performance
                  improvement initiative. Therefore, rather than resting on their
                  achievements, Sample, Inc., decides to leverage these positive results
                  and their higher maturity level to drive the next areas for improvement.

               
               
               
               
                  Exhibit 4-7: The SCOR Racetrack[image: ../images/CTSCgraphic1b-16.png]
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5.3 Calculations Inventory Requirements

The result of this program is downloaded to a spreadsheet, ranked from the highest total
demand down, all blank cells are filled with zero and loaded into the previously prepared
template file.

Inventory and coverage calculated based on number days of run (e.g., 6 days x 2 shifts), safety
factor, lot size, output per hour, production hours/day, total capacity, etc. Additionally, Exotic
Demand is summed from the two-week planning period and added to the demand directly.

Finally, a production plan is derived with lot size (MOQ) and number of production orders in
repeated patterns over daily production capacity. Total production quantities also show the
days of coverage for each SKU during this plan.

5.4 Handshake

Once a plan is established, it is shared with production and demand planning for approval.
Based on the feedback, the necessary adjustment is made and plan is put in effect. After the
handshake, planned quantities are scheduled and produced accordingly.

5.5 Follow Up and Monitor

Progress during the planning horizon is monitored, an analysis is made and shared with
management. If there is no unforeseen problem, the inventory should be kept at the coverage
level determined by the supermarket calculations.

6.0 Rules
Demand parameters for stock selection:
+ ABC
*« XYZ
* Multi-channel
* Production plan priority
» DC priority
* NA planned promotions
* New production inclusion rules
* Planning pattern
* Monitoring
» Safety stock (green, orange, red zone)

7.0 KPIs
Input: 3 months’ SKU demand from DC
Output: Production plan based on SKU ABCXYZ

Affected areas:
+ KPIs
+ S&OP
* Inventory turns
» Customer service
+ Stabilization of production

8.0 Distribution
* Demand Planning
* Production
+ SC Planning
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Description of Change: Updated process associated with demand planning.

1.0 Purpose

The purpose of this document is to explain how demand is categorized as ABCXYZ,
managed via calculations based on load from DC, how they are completed via production
planning and scheduling, frequency of planning, horizon, and similar conditions.

2.0 Scope
This instruction covers all production lines producing finished goods to be delivered
to DC.

3.0 Terminology
» DC: Distribution center (100)
+ ABCXYZ: Demand profile based on $volume (ABC) and steady demand (XYZ)
* FG: Finished goods (SKU)
* NA: North America

4.0 Responsibility
Production Planning and Scheduling of Supply Chain Planning Group is responsible for
performing and maintaining this instruction.

5.0 Process

Sales demand is calculated as ABC (80/20) rule and further analyzed as steady or
sporadic (XYZ). Two demand characteristics combined together establish the list of SKUs
called High Demand (top-performing) and Exotic Demand (erratic-performing). Production
planner will do all the necessary calculation and implementation thereof.

5.1 Calculating Demand

In separate calculations, yearly demand is analyzed to determine a preliminary
ABC/XYZ classification. Once ABC and XYZ characteristics are determined, using a
rule-of-thumb approach, top 80% of demand coverage indicates A and B category and
the rest C category of SKU items. Based on these classes, they are treated differently.
Top A and B list is called High Demand, others are called Exotic Demand.

5.2 Running the Report
Using the system transaction “report name and link,” a 3-month demand to be derived
from system covering next 90 days (3-month).

Once a 3-month demand is placed on spreadsheet, then standard deviation, coefficient
factor, average daily usage, safety stock within red, yellow, green zones with different
safety factors are determined to allocate inventory appropriately.
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2 DEFINE
Capture strategic
organizational
priorities, define
goals, and set

scope of analysis.

1 ENGAGE

Engage stakeholders to
align on the need for
supply chain
improvement and gain
executive sponsorship.

3 ANALYZE
Utilize SCOR tools to analyze
performance, location-network
effectiveness, process, practice
maturity, people, and technology

5 LAUNCH

Use a program
office to manage
implementation
priorities as defined
in phase 4.

&4 pPLAN

Develop and
prioritize
strategic focus
areas, develop a
time-phased
implementation
plan, and identify
implementation
resources.






