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Agenda

e Demand Chain Management

o Competing in turbulent markets
 Lean or agile?

e Characteristics of agile organizations

» The routemap to Supply Chain agility
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The Top 10 Supply Chains

. Apple

. Nokia

. Dell

. Procter & Gamble P&G 9. Samsung

. IBM

6. Wal-Mart WAL*MART
FSION
7. Toyota \V_/
TOYOTA
_ Cisco SYSTEMS
8. Cisco

10. Anheuser-Busch . 207
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Characteristics of world class supply chains

e Their processes are closely aligned to
the company’s value proposition

e They focus on responsiveness

» They constantly seek to drive out
complexity from their supply chains

e Their supply chains are customer driven
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Demand chain management

Traditional model
Marketing Function Supply Chain Function

Limited joint planning

\

N Alignment of strategy, processes, KPTI's, etc

: ./
Déiizitit CHai
i i
! !
Alignment of demand creation and fulfilment processes across
Functional and Organisational boundaries
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From ‘push’ to ‘pull’

From

Sequential supply
chain

Reactive and tactical

Consumer at the end
of the chain

Limited information
sharing

DC movement
information

Multiple forecasts,
make to stock

ToO

Collaborative supply
chain

Proactive and strategic

Consumer at the start of
the chain

End-to-end visibility

Actual consumption/ retail
sku movement

Single, shared forecast,
consumer demand driven
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Competing in turbulent markets

 Product and technology life-cycles are
shortening

o Competitive pressure forces more frequent
product changes

e High levels of variety and product proliferation
increase business risk

e Supply chain ‘chaos’ created through self-
imposed actions

e Forecast-based management no longer viable:
forecast for capacity, execute against demand

NNNNNNNNNNNNN

LogisticSy, pamir
o D



Shorter life cycles make timing crucial

Sales

Market

/ Late Entrant

Obsolescent
Stock

|
Time

e Less time to make profit
e Higher risk of obsolescence
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Agility: a definition

The ability to respond rapidly to
unpredictable changes in demand.

Agility is not a single company
concept, it extends from one end of
the supply chain to the other.
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Dictionary definitions

e Lean: “having no surplus flesh or bulk”

o Agile: “"quick in movement: nimble”
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The origins of ‘lean’

Lean thinking emerged from the Toyota
Production System (TPS) developed in
the early 1970s. Underpinning TPS was
the objective of the reduction or
elimination of waste ("muda”).

It came to be associated with ‘just-in-
time’ manufacturing and standard
processes with a focus on the reduction
of process variation through ‘Six Sigma’
methods.
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Lean works best when......

e VVolume is high
e Variety is low
e Demand variability is low

e Where supply chain risk is low
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Agile or lean?

Hi

“Lean” works best in
AGILE high volume, Iovy
variety and predictable
Variety/ environments.

Variability

“Agility” is needed in
less predictable
environments where
LEAN the demand for variety
is high.

Lo

Lo Hi

Volume
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Demand/supply characteristics determine

supply chain strategy

IeaLc?-l::?me Plan & Delayed
execute configuration
(lean) (postponement)
Supply
characteristics

_ React &

Short Continuous execute

Lead-time replenishment (agile)

Predictable Unpredictable

Demand

>

characteristics




The pareto distribution

80%

%o of total
demand

7

Make to forecast
Low priority in

production schedule
Focus on efficiency

Lean

Agile

T

\'

Seek economies of
scale

20%

%o of products

Forecast for capacity,
execute to demand
Make to order

High priority in
production schedule
Hold inventory in
generic form

LogisticSy yymir
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Separating '‘Base’ from 'Surge’

Demand

A

Surge (agile)

/

Base (lean)

Time




Strategic inventory and the decoupling point

Raw Material Manufacturers / Retailer End - User
Supplier Assemblers

Buy to order
(manufacturing
postponement high)

Make to
order

Assemble to order

Make to
stock

Push Pull
E————— A JEUAYRD
(manufacturing

postponement low)
Denotes a Stockholding
Decoupling Point
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The decoupling point

Lean Agile
e Forecast at generic e Demand driven
level A o Localized
e Economic batch Configuration
quantities o Maximize
e Maximize effectiveness
efficiencies
Strategic
Inventory
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Two decoupling points

Forecast Driven | Order Driven

Less uncertainty due to
enrichment of undistorted

data Material
Push de_coup“ng Pull
point
| |
I
Factory Assembler Finished Retailer
| goods Stock
[nformatio Direct market sales

information

point
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How long is the logistics pipeline?

Cumulative

HH‘I Lead-Time
(Procurement

to Payment)

Raw Material Stock <J
Sub-Assembly Stock «+—

Intermediate Stock <

Product Assembly <«

Finished Stock at Central Warehouse <—
In-Transit «—

Regional Distribution Centre Stock <—

Customer Order Cycle (Order-Cash) <«—
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International logistics pipeline

Component Sales
Suppliers Organization
Manufacturing Customers
I I ITranSt I I I
Material Stocks Finished Warehouse Wholesaler Retailer
& WIP Stocks

Total Pipeline Time 200 Days
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The lead-time gap

Procurement Manufacturing Delivery

< Logistics Lead Time >

Customer’s Order Cycle

|
I
|
|
|
I
|
|
|
I
|
|
|
I
|
|
| |

I

| - Order Fulfilment S
| !

\/_/
Lead-Time Gap
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Forecast error and lead time

Forecast
Error

Lead-Time

NNNNNNNNNNNNN
LogisticSy yymir
o TEs AT




Alternative ways to match supply and demand

Inventory

Forecast
accuracy

Agility




The Virtuous Circle of Time Compression




Zara’'s value net design brings fashion to market... fast

3. Textiles are
sourced from
global

suppliers

1. Zara stores are
digitally linked to
headquarters; employees
collect and share input
from customers daily

------- Information flows

Product flows

Customers
are young
fashionable

___professionals

4. Zara's parent
performs the
capital-intensive
production
activities

2. Zara designers
sketch new styles
based on customer
input and “hot spot”
trends

6. One distribution centre dispatches

5. Local workshops _
product to stores twice weekly

perform final
sewing/assembly

Source : Mercer Management Consulting




Pathways to time compression

e Strategic sourcing e Reduce non-value

e Synchronized production

& sequencing

e Co-location

e Collaborative planning
adding time

e Co-managed inventory
e Reduce complexity

¢ Visibility of real demand
e Postponement

Manage the extended enterprise >
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The agile supply chain

Market
sensitive

Process
alignment

Network
based
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The foundations for agility in a short life-cycle market

e Shared information on real demand
» Collaborative planning
e End-to-end visibility

e Daily P.0O.S feedback
e Capture emerging trends
e Listen to consumers

* Co-managed inventory
» Collaborative product design
e Synchronous supply

Market
sensitive

Process
alignmen

Network
based

e Leverage partners’ capabilities
e Focus on core competencies
e Act as network administrator
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Route map to the responsive business

Vendor
managed
inventory

Standardization/
modularization

Synchronized

Waste production

reduction

Capacity
management

production

Agile
supply

Process
management

De-couple The
the supply

chain

Flexible
response

Responsive
Business

Organisational
agility

Quick

Setup time
response

reduction

Cross-
functional
teams

Demand
driven

Continuous
replenishment
programmes

Process
Non-value-adding re-engineering

time reduction

Visibility of
real demand
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Seven steps to agility

e Substitute information for inventory

e Work smarter, not harder (eliminate or reduce
non-value adding activities)

e Partner with suppliers to reduce in-bound lead-times
e Seek to reduce complexity (not necessarily variety)
e Postpone final configuration/assembly of products

e Manage processes not just functions

o Utilize appropriate performance metrics,

e.g. end-to-end pipeline time
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Thank you

Professor Martin Christopher

Cranfield School of Management
Cranfield University
Cranfield
Bedford MK43 OAL
United Kingdom

Tel : 44 (0)1234 751122 Fax : 44 (0)1234 721225
E-mail :
www.martin-christopher.info
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Analisis de Performance 3PLs
Sales & Operations Planning
Estrategias de Negocio

Liderazgo y cultura organizacional
Reverse Logistics and Returns Management

_ Relaciones Colahorativas
Agile Supply Chains
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