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Supply Chain Managemen

or Dummies

by Peter Bolstorff

Wouldn’t it be nice if there was some
kind of instruction book on how to
optimize your supply chain? There is.

Of all the conferences trade show
seminars and individual coaching sessions at
which I've had the opportunity to discuss the
SCOR moddl, none has been more profoundly
rewarding than aworkshop for 15 members of
the Japanese ERP Consortium. It was an
intensive lecture and interactive discussion
conducted with simultaneous trand ation.

By its conclusion, | walked away with two
magjor “aha's’ about supply chain
management as a strategy for competing ina
world economy and the SCOR model asa
reliable roadmap for driving aworld-class
organization.

A-ha#1: Education is essential to any
successful supply chain project. It's acomplex
subject — more than just transportation and
logigtics. It demands a heightened
understanding of the organizational benefits
— in terms of finance, customers and
employees. Resources are one of the biggest
issues. Executives who understand the
payback of supply chain projectswill more
likely fund and sponsor them. Once supply
chain projects reap savings, the projects pay
for themselves.

A-ha#2: The SCOR model isaglobal
methodology, understandable in any language.
No matter what your company produces,
executives everywhere are asking the same
basic questions about SCOR: What isit? What
isitsvalue? How isit used? Who isusing it?
How can my organization get started? The
answers are the same in any language, as my
Japanese friends concurred.

What is the
SCOR Model?

SCOR isaprocess reference model that was
developed and endorsed by the Supply-Chain
Council asthe cross-industry standard for
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What is SCOR?

The Supply Chain
Operations Reference
model, developed by the
Supply-Chain Council,
provides a standard
methodology for
managing supply chain
projects.

Who is using SCOR?

The Supply-Chain Council
has 750 member
companies, many of
which are using the
model and starting to tell
their stories at Council
conferences. Earlier this
year, several case studies
were presented including
Gold’n Plump Poultry and
Imation.

supply chain management. The Council began
in 1996 as an unincorporated activity initiated
by Pittiglio, Rabin, Todd, & McGrath
(PRTM), with support from AMR Research
Inc. Approximately 70 of the world'sleading
manufacturing companies were represented in
SCOR's development.

SCOR provided aglossary of definitions,
metrics and process elements. It defined a
supply chain as. The integrated processes of
Plan, Source, Make and Ddliver, spanning
your suppliers supplier to your customers
customer, aligned with operational strategy,
material, work and information flows.

The public application of thismodel came
later, in the form of the SCOR Project
Roadmap that provided a scope for each of
the four process elements:

Plan: Demand/supply planning elements of
supply resources, demand requirements, plan
inventory, distribution requirements,
production, material and rough-cut capacity
for al products and al channels.

Source: Sourcing infrastructure and
materia acquisition.

Make: Production and execution elements.

Ddliver: Order management, warehouse
management and transportation/installation
components.

Theroadmap is divided into four
segments:

Analyze your basis of competition, which
focuses on operations strategy.

Configure your supply chain material flow.

Align performance levels, practices and
systems of your information workflow.

I mplement the supply chain changes based
on the design.

What is the value of SCOR to a
business?

Asaprocess reference model, SCOR
combines the well-known concepts of
business process reengineering with
benchmarking, best practices and process
measurement into a*“ one-stop shopping”
framework for executing a supply chain
project. It isareliable methodology with
predictable cost/benefits such as.

B Two- to six-times ROI within 12 months;
m Full leverage of capital investment in
systems,

m Cregtion of an e-investment roadmap;

m Alignment of business requirements with
central functions; and

m Sef-funding of technology investments.

How is SCOR used to improve
supply chain performance?
From the context of a project approach, |
have found that SCOR is most successful
when solid project management is combined
with technology expertise for implementation
inthefollowing six steps (see Figure 1):

Step 1: Educatefor Support

Find an “evangdist” within the company
who has the passion to lead a supply chain
project, and an executive to actively sponsor
it. Both must be willing to invest persona
time to learn the SCOR modél. If an executive
delegatesthisinitia learning, theré'sa
potential risk that the organization won’'t be
able to sustain change over time.

Then, establish a core business team to buy
into the ideathat it can add value to the
organization and learn the model. Knowledge
of themode is essentia for weaving it into
the business.

Step 2: Discover the Opportunity

Discovery helpsto form the business case
that justifies a supply chain project
expenditure. 1t's where the business team sorts
out performance opportunities, including the
use and functionality of the organization's
current technology. It's common to find a
major under-utilization of technology capacity
at this point.

The complexity of supply chain discovery
can be best visudized as athree-dimensiona
box of questions. The first dimension asks: At
what performance leve isyour supply chain
operating? One answer — if there are too
many ironsin the fire and costs are running at
an al-time high — would be deficient.

Or it might be operating at the continuous
improvement level, where you' ve reached
parity today but want to maintain or improve
it. Or, from a strategic standpoint, you might
planto invest in supply chain asacore
competency to differentiate the organization
from its competitors. ROl and expenditure
expectations will differ at each of these
performance levels.

The second dimension asks: Do we have the
right strategy, as well as the right work,
information and material flows to support the
desired performance level ?

And the third dimension asks: What other
performance factors will impact your supply
chain? These include organizational, process
and technology issues, in addition to
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Project Approach Fig. 1
Educate Discover Analyze Design Develop Implement
Support Opportunity Strategy Solution Prototype Install
= Workshops = Project Charter = SCORcard = Material Flow « Prioritized Supply Chain Changes
= Executive Briefings | = P&L Review = Competitive = Work and © gecr]lnology ?{eleCtlF?'rll
- Customized Training | = Performance Metrics Requirements Information Flow . MO:sfgregiﬁe douolemofl F?rto'ects
« Business Case System Optimization ROl 4
( iweek )/ ( 12Weeks )/ ( 3-4 Months ) ( 6+ Months )
Source: Pragmatek/Supply-Chain/Council
The TO BE P&L Approach Fig. 2
DEFINE DESIGN & IMPROVE MEASURE P&L
Plan OPS Strategy Delivery Asls ToBe
Perfect Order
Source Information Fill Rate Rev (coGs) Rev (c0Gs)
Order Lead Time
Make Workflow METRICS Gross (36&A) Gross (SG&A)
. . Logistics Cost
Deliver Materials Direct Costs Ol (inv+ AR - AP/1%) | OI (Inv + AR - AP/I%)
Asset Turns
Cash Cycle Time o =
( Processes ) ( Flows ) ( Performance ) ( Results
Source: Pragmatek/Supply-Chain Council

COGS cost of goods sold

SG&A sales, general & admin. (indirect spending)
EVA economic value add

Ol operating income

Inv+ AR inventory plus accounts receivable

Getting started
with SCOR?

I've seen companies
invest three to five
weeks for the education,
discovery and analysis
steps, which produce a
business case that can
be funded. The design
effort and technology
selection can take a
couple months, and
implementation can
generally begin within
three to four months.
But the starting point is a
good understanding of
SCOR. Look for general
SCOR workshops by
logging onto the Supply-
Chain Council web site
or through various
executive briefings.

understanding people-related factors such as
skill, knowledge and ability.

One of the key outcomes from the discovery
step isaproject charter, which organizes the
supply chain opportunity into the approach,
budget, organization, clear measures of
successes, and communication plan.

Step 3: Analyze

Business team ownership is an important
factor as the opportunity is defined according
to the profit & loss (P&L) statement. It's
where the value proposition is articulated in
terms of cash-to-cash cycle time, inventory
days, order fulfillment and other performance
factors. SCOR’s L evel 1 metricshelp the
team to prioritize and balance customer
metrics with internal-facing metrics: ddlivery,
reliability, flexibility/responsiveness, cost and
assets. The resulting SCORcard providesa
“hot link” to the balance sheet.

Performance requirements — with respect
to your competition — are prioritized by
supply chain (product and channel), with one
chip for “superior,” one chip for “ advantage,”

and two chipsfor “parity.” This prioritization
avoids the tendency of choosing “superior” in
every category, which aids the design step.
The SCORcard also summarizes actua
performance against benchmark performance
with agap analysis that defines the val ue of
improvements.

Step 4: Design

Materia flow and work/information flow
are the two key components for defining Asls
flows, uncovering disconnectsin your
processes, and mapping out To Be flows that
diminate these gaps.

Here are some questions you' |l ask:

What are my material flow problems and
what'sit worth to solve them? You look at the
material flow based on part-number routes
between your internal and externa physica
locations, and identify the types of processes
by location. The disconnectsin materia flow
define your ROl commitment.

How does work and information flow
impact material flow? You define the work
first and then the information that moves the
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materid, including the mgjor system
applications and transactions.

A revised “disconnect” analysislooks at
productivity and quality measures and points
to new technology that supports best practices
such as ways to impact e-business.

Step 5: Develop

At this point, the design team becomes an
implementation team with individual task
details assigned. A prototype of your fina
integrated solution is created as a* conference
room pilot” before making changes as the
team leaps from As | sto the To Be scenario
(see Figure 2).

Each change is balanced against quick
hits and non-technology changes with
longer payback projects. A formal
technology selection processis based on
your To Be work and information flow. The
result is a master schedule of projects with

project manager, timeline, milestones,
technology selection and detailed design for
each change.

Step 6: Implement

Based on the master schedule for each
change, you prepare and transition the
organization for that change as you move
through an installation phase. Oncethe pilot is
successful, then cutting over the rest of
organization takes place. A stabilization period
ensures that the change can be sustained.

The process can be technical, and it may
seem to take along time. But its strength is
the way it helps companiesidentify the right
projects to work on, how to get them done and
then to measure the success.

Whichisjust about all you could ask for if
the model had been published as Supply
Chain Management for Dummies. <

Peter Bolstorff is senior management consultant with Minneapolis-based PRAGMATEK Consulting Group Ltd., a business systems consulting
firm offering supply chain performance services. He chairs the SCOR Integration Committee and the Supply-Chain Council’s Technical Committee, and
designed the Supply-Chain Council’s executive education series to aid in the successful implementation of SCOR.

To reach Peter Bolstorff; peter.bolstorff@pragmatek.com
For more about PRAGMATEK: www.PRAGMATEK.com

To comment on this article: sctneditor@penton.com

About SCOR
The Supply Chain Operations Reference model (SCOR) has been developed by the Supply-Chain Council and is SCTN's recommended implementation
model for SCM initiatives. While the author of this article is affiliated with the Supply-Chain Council, this article was prepared under the direction of
SCTN and was not subject to prior review or approval by the Supply-Chain Council or any of its members/affiliates.
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