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A key factor for the success of companies today is the competence to
manufacture and bring to the market innovative products with high
quality and competitive prices faster than the competition. In addi-
tion, companies need to continuously improve and optimise their
processes through the integration of new, innovative ideas. The goal
is to achieve more effective and efficient processes which are required
in order to stay competitive.

It is of paramount importance that companies learn how to adapt
and be ready for flexible and fast changing collaboration with various
partners and to view this as an opportunity, not as a threat. In the
future, this will be the only way to remain engaged and be successful
as a value-adding cooperation partner.

This book presents, in a crisp and plain way, how Supply Chain
Management can help companies to cope with those challenges and
manage them properly in order to ensure long-term business success.

Prof. Dr. Dietrich Seibt
University of Cologne
Cologne, Germany
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We are experiencing an interesting change in the competition
between companies: they are no longer competing amongst each
other, but rather in a federated way. For instance, Coca-Cola, Nike
and Target have built networks with suppliers, wholesalers and
retailers.

Due to the sheer amount of literature on this subject, it is often
difficult to understand the essential facts and concepts of such funda-
mental changes and their effects.

Thus, there is a real need for a concise book in handy format that
can put things right. This book gives a compact review of Supply
Chain Management and includes a clear overview of the most recent
developments.

There are many references with additional literature to go deeper
into topics of interest if desired. Readers who are looking for advice
on the right balance between standardisation and adaptation to a given
corporate strategy will not be disappointed.

Dr. Paul Hofmann
Space-Time Insight
San Mateo, CA
USA






ABC Activity-based costing

AMR Advanced manufacturing research

APICS Association for operations management

APS Advanced planning system

AST&L American society of transportation and logistics
ASUG Americas’ SAP Users’ group

b billion

BPML Business process modelling language

BPR Business process reengineering

BSC Balanced scorecard

CEO Chief Executive Officer

CFO Chief Financial Officer

CIp Continuous improvement process

CISCM Chartered Institute of Supply Chain Management
CLM Council of logistics management

CPFR Collaborative planning, forecasting and replenishment
CSCM Certified Supply Chain Manager

CSCMP Council of supply chain management professional
CSCO Chief Supply Chain Officer

CSF Critical success factor

DEA Data envelopment analysis

E-Business Electronic business
E-Commerce Electronic commerce

ed. editor

E-Learning Electronic learning

EPM Enterprise performance management
ERP Enterprise resource planning

E-SCM Electronic supply chain management

et al. et alia (and others)

Xi



xii

EVA
IIPMR

[0SCM
[PSCMI

ISCEA
ISM
IT
KLU
KM
KPI
LMS
m

no.
OEM
OMG
PBC
pp-
PRTM
RFID
SC
SCC
SCDM
SCEM
SCM
SCMP
SCOR
SMI
TQM
VMI
WMC
WIP

Abbreviations

Economic value added criteria
International Institute for Procurement and Market
Research

Institute of Supply Chain Management
International Purchasing and Supply Chain Manage-
ment Institute

International supply chain education alliance
Institute for Supply Management
Information technology

Kiihne Logistics University

Knowledge management

Key performance indicator

Learning management system

million

number

Original equipment manufacturer

Object management group

page

Process-based costing

pages

Pittiglio, Rabin, Todd & McGrath

Radio frequency identification

Supply chain

Supply chain council

Supply chain design management
Supply chain event management

Supply chain management

Supply chain management professional
Supply chain operations reference model
Supplier managed inventory

Total quality management

Vendor managed inventory

Workflow management coalition

Work in process



1 Introduction: The Real Competition Will Be Between

Supply Chains in the Future. ....................... 1
1.1 The Competition of Supply Chains............... 1
References. ...... ... ... ... 7
2 Strategic Importance of the Supply Chain............ 9
2.1 The Reference System of the Business. . .......... 9
2.2 WhatIsaSupply Chain?....................... 12
2.2.1 Meaning of Supply Chain................. 14
2.2.2 Types and Characteristics of Supply Chains. .. 26
2.3 How Did Supply Chain Management Evolve?. . . . .. 30
2.3.1 From Logistics to Advanced Planning

SYSteMS .« oo 30
2.3.2  Value-Orientated Supply Chain Strategies. ... 41
2.3.3 Integration vs. Fragmentation.............. 43

2.4 Practical Examples: Consequences of Supply Chain
Mismanagement. .. ............. ... 46

2.4.1 Lack of Adaptability at Lucent Technologies. . 47
2.4.2 Lack of Consideration Shown for the Interests

of Supply Chain Partners at Cisco.......... 48

2.4.3 Insufficient Responsiveness at
Hewlett-Packard . . .. .................... 50
References. . ... ... ... . i 51

3 Planning, Management and Control of Processes in
Procurement, Manufacturing, Warehousing and
Logistics. .. ........ ... . . e 55
3.1 Work, Material and Information Flows............ 55

xiii



Xiv Contents
3.2 Why and How Is Supply Chain Performance
Measured? . . ... 61
3.2.1 Measurement of Cost and Performance
of Supply Chains. ....................... 61
3.2.2 Balanced Scorecard and Supply Chain
Scorecard. ......... ... ... i, 66
3.3 What Is a Supply Chain Reference Model?......... 71
3.3.1 Origin and Evolution of the SCOR Model. ... 74
3.3.2 Objectives and Structure of SCOR.......... 76
3.3.3 Practical Application. ................... 82
3.4 Practical Examples: Analysis and Optimisation
of Material Flows . . . ...... ... .. .. ... ... .. ... 85
3.4.1 Creating an Inventory of Existing Material
Flows. ... .. 86
3.4.2 Performing a Material Flow Bottleneck
Analysis....... .. .. . i i . 91
3.4.3 Creating Cause and Effect Diagrams........ 93
3.4.4 Developing Concrete Improvement
Proposals........... . ... ... ... . ... 95
References. ...... ... . . i 100
4 Innovative Concepts for Supply Chain Design and
Optimisation. . .......... ... ... ... .. ... .. ........ 103
4.1 Flexible Business Processes Using Adaptive Supply

4.2

Chains . . . oot 103

4.1.1 Combining Planning, Procurement,
Manufacturing and Distribution Processes

into an Integrated Business Process. .. ... ... 104
4.1.2 Practical Implementation of Adaptive

Supply Networks. . ...................... 106
4.1.3 State-of-the-Art Solutions for Supply Chain

Design Management. .................... 109

Business Process Optimisation in Supply Chain

Management: Reducing Cost and Improving

Quality...... ... 113

4.2.1 Business Process Reengineering vs. Continuous
Improvement........................... 114

4.2.2 Managing Change Successfully: Change
Management and the Human Factor. . ... ... 118



Contents

4.3 The Supply Chain Integration Concept and Adaptive
Businesses. . ...
4.4 Practical Examples: Application of Trendsetting
Supply Chain Concepts. .. ..........coveinon...
4.4.1 ASUG Study for Performance Benchmarking
and Best Practices.......................
4.4.2 Correlation Between Business Success and
Performance Indicators. ..................
4.4.3 Adoption of Supply Chain Applications in
Leading Businesses. .. ...................

References. ........ ... ..
5 Conclusion: What Matters Is the Right Balance. . . . . ..
5.1 The Winners in the Competition of Supply Chains. . .
References. ... ... ... . . i
Bibliography....... ... ... ... .. .
About the Author. ........ .. ... ... ... ... ... ...

About the Series Editor. . . . ....... .. ... .. ... .. .. ....

XV






Fig.
Fig.

Fig.
Fig.
Fig.
Fig.

Fig.
Fig.
Fig.
Fig.
Fig.
Fig.

Fig.

Fig.
Fig.
Fig.
Fig.
Fig.
Fig.

Fig.
Fig.

2.1

2.2

2.3
2.4
2.5
2.6

2.7
2.8

3.1
3.2
33
34

3.5

3.6
3.7
3.8
39

4.1
4.2

4.3
4.4

Simplified representation of functional vs. process

4 (S 10
Consolidation framework for business

Process deSIZN ..uuuuiineiitiii i eaeeaees 11
Typical elements of supply chain........................ 13
Example of a supply chain organisation................ 18
Development of virtual enterprise structures........... 24
Example of the practical implementation of electronic
business concepts in supply chain management....... 27
Internal and external supply chain....................... 36
Integrated supply chain.................cooociiiian. 43
Example of a process chain............................... 57
Supply chain scorecard..............coooeiiiiiiiin... 70
Structure of the SCOR Model......................c..... 78
SCOR as a hierarchical business process reference

model ... 81
Example of a geographical chart based upon

material flow types.........cooviiiiiiiiiiiiii i 87
Performance overview of material flows............... 90
Template for summary of bottlenecks................... 92
Template for cause and effect diagrams................ 95
Example of bottleneck-potential-matrix ................ 99
Characteristics of an adaptive supply chain............ 106
Development stages of electronic business

NEIWOTKS ..ot 108
Graphical example of ARIS EasySCOR................ 112
Required change management support in supply

chain management projects .........c.oevveirveeeeennnnnn.. 121



