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The competitiveness of a firm is determined
by the performance of its supply chain

Performance of the Supply Chain Competitiveness of the Firm

* Infrastructure of the SC: « ROCE
production network,
distribution centers,
transport infrastructure, * Leadtime
supplier base, ..

», * Delivery performance

* Availability

» Managing the Supply Chain . Lean and Agile

* Time to Market

a well-run supply chain
is an integrated supply chain

Managing Performance

the Supply Chain

of the Supply Chain




Why this research ?
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Degree of
integration

v

Organisational structure

 Allocation of Tasks: Who does what?

* Integration of Tasks:

Who supervises what?

Who reports to whom?

Which integration mechanisms?
» Rules, procedures, plans, SLA’s,...
» Hierarchical mechanisms
» Lateral mechanisms:

* Informal,

« Taskforces, standing committees
* Integrator functions,

*  Trust .
SV —
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: STRUCTURE POLICIES
Strategic

P1 Plan Supply Chain >

| ssop |

Operational
(Plan)

| Supply Planning (MPS) || Sales Planning |

| P2 Plan Source> | P3 Plan Make > | P4 Plan Deliver>

MRP Production Transport
scheduling planning

Operational
(day to day)

Vlerick Leaven Gent Organisational structure
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« A fight for Territory ?

* A cry for Attention ?

« A searching for higher Prestige?
A Power struggle ?

OR

« The Outcome
of Rational Decision making ?
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Rational Decision Making
What can we learn from the literature ?
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General manager

[ Procurement ]

Manufacturing

- J

| |
[ Marketing ]

4 Y
Production planning
& control

- J

Transport &
distribution

Segmented: 10%

w Source: “Organizing for Materials Management”,

Miller, Gilmour & Van Dierdonck, IJOPM, vol 2, nr 1, 1981

—_—

General manager

I
[ Manufacturing J

( N\

Materials manager

[ Marketing J

A I J
I 1 1
-
Production planning Transport &
{ & control ] distribution Procurement
N J

Fully integrated: 40%
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1
[ Procurement ] [Materials manager] [ Marketing ] [Manufacturing] [Materials manager‘]

Transport &
aecment ] [ distribution J

1 1
Production planning Transport & Production planning
& control distribution & control

Distribution oriented: 11% Supply oriented: 15%

General manager

Materials manager

Manufacturing
Production planning Transport & —
w t & control J t PEELEme: ] t distribution “ﬁ

Manufacturing oriented: 24%

‘ Marketing ’

Materials Reports to: (%)
Function
General Manager Manufacturing Materials
or President - Manager Manager Other*

Purchasing 23.4 26.6 19.7 30.3
Production planning 13.3 31.9 20.7 34.1
Production control** 9.7 29.1 19.4 41.8
Traffic 13.2 11.8 20.6 54.4
Distribution*** 17.2 19.2 11.1 52.5

Miller, Gilmour & Van Dierdonck, IJOPM, vol 2, nr 1, 1981

F
w Source: “Organizing for Materials Management”, “
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Materials manager reports to: %
General manager 22
Manufacturing manager 43
Controller or finance manager 4
Other 31
100
Functions reporting to the materials manager*: Yo
Purchasing 69
Production planning 77
Production control 53
Distribution 19
Traffic 55
Systems 29

w Source: “Organizing for Materials Management”, ﬁ

Miller, Gilmour & Van Dierdonck, IJOPM, vol 2, nr 1, 1981
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« What has happened since ?
~ The scope of the Supply Chain has broadened:
» Internally and Externally

- The strategic Role of SC Management has
increased

- ICT developments
- Emergence of Logistical Providers
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SUBCONTRACTORS, CO-MANUFACTURERS,
LOGISTICS SERVICE PROVIDERS

w Across borders of BU e
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ent | Building blocks of the research model

Span of control To whom Coordination Performance
of SC Mgr does SC Mgr mechanisms for evaluation
report? SC function of SC Mgr
. -
e

Different types of SC organization

Context SC
variables @@_ performance

¥

Type of SC Executive

/\

— +
Required skill set Educational Profile Career
(now — in future) background track ﬁ

Two-step approach

« Step 1: In-depth survey

Focused on 3 industries
» Pharmaceuticals
» Chemicals
» Food & beverages

52 out of about 100 SC executives co-
operated
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743 respondents
From multiple industries

M food & beverage
B chemicals
[ retail & distribution
M consumer gaods
] autamnative
s M clectronics

\ [ pharma
[ heavy industry
M textile and clathing

Mana"emf-nt Qchonl

(\@ho arlthey=
' A T AR "B




Title on business Card

Vice President (x2)
Vice president supply chain (x3)

Director logistics
Logistics director
Director logistics business systems

Director procurement & logistics

Director Purchasing

Director Supply Chain (x2)

Supply Chain director (x8)

Director Supply Chain Management

Executive director supply chain & manufacturing
Executive director supply chain management

Operations & Sourcing Director
Operations Director
Director operations

Head of commercial management: SCM
Head of supply

Head of supply chain

Logistics manager

Manager Logistics

Supply Chain manager (x11)

Customer Service & Forecast manager
Distribution contracts manager
Logistics network leader

Manager manufacturing improvement
Strategic Planning Leader

Supply Chain Competence Leader
Supply chain coordinator

Supply planning manager

52

Gender of the SC manager

BFemale
B male



Educational level of the SC manager

Highest school diploma

[ Secondary school

.Higher education at
non-university level

DHigher education at
university level
Other

n=743 “

Education of the SC manager

[ | Engineering

Physical
.Sciences

DManagement
or Economics

.Social
sciences

| |Other

n=743 -



Education of the SC manager

Substantial education in supply chain management

B No
B yes

Mobility of the SC manager

Moved into SC job
from within the

company
% of SC executives years with current employer
5yearsor less 6 years o% total
years in |5 years or less 17% 12% 28%
SC function 6 years or more - 30% @% 72%
total 47% 53% 100%

hired from outside
the company

n=743 “
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% of SC executives years with current employer
5years or less 6 years or more total
years in |5 years or less 17% 12% 28%
SC function 6 years or more 30% 41% 72%
total 47% 53% 100%

The TOP SC manager
is highly experienced

% of SC TOP executives years with current employer
5yearsor less 6 years or m\ore\ total
years in |5 years or less 12% 10% 22%
SC function 6 years or more - 30% 48% 78%
total 42% 58% 100%

Also TOP SC managers

‘ are hired on the job -
market “

n =350 of 743

Mana"emf-nt Qchonl

% of SC executives years with current employer

with SC education 5 years or less 6 years or more
years in 5 years or less 32% 20%

SC function 6 years or more 56% 43%

experts hired from
outside the company

n =743 “
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Most executive SC
education is taken in the
first 15 years of a career

% SC manage

2 3.4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

years in SC or logistics

managers come with an

16% of junior SC
education in SCM

_+
DO ol

o W

Career path of the SC manager

Supply chain manager is recruited from

[ Logistics or supply
chain department

[ Operations
[[IMarketing & Sales
[l Finance

et

[l RrRaD

[T Procurement

ill . n= 743
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Missionary
Convincing, educating and training people in the importance of
supply chain management

Consultant
Working on assigned projects related to supply chain
management

Managing executive
Supervising and deploying the day-to-day activities of the
supply chain department

Internal integrator
Responsibilities covering issues not only related to the supply
chain (such as chair the S&OP meeting, being involved in
product development etc)

External integrator

Responsibilities covering issues and relationships with supplih+

w and/or customers

Vlerick Leuven Gent

Management School

. Missionary

- Consultant
Managing

D executive

Internal
integrator

External
integrator

n =743



report directly to the CEO or to the general
manager of the business unit

are a member of the Executive committee

are a member of the Board

Is male

Has a degree of higher education

» In management, economy

or engineering

Has been in operations or logistics for
quite a few years
Took his supply chain education on the
job
Has a diverse and balanced time
allocation

-I
2000 ||':|

—I
2000 ||':|



Skills of the SC manager today

Communication skills

Decision making skilis

People management/leadership skills
oordination and cooperation skills
Analytical skills
Negotiation skills
ogistics expertise {e.g. cost analysis and budgeting)

Planning and inventory management s
Knowledge of international business practices
Knowledge of process analysis techniques T
ICTskills &
to-product and proce ”
Knowledge of laws, regulations
nowledge on environmental issues ’

2. functional expertise

;

nical sk

S

3. knowledge of the business context

1. 2 4 5
not important very important

e n =743

Skills: expected increase in 3 years

Knowledge on environmental issues =
Knowledge of laws, regulations

Knowledge of international business practices
nowledge of the business conte ICT skills

1. |
2. functional expertise Negotiation skills
echnical skilis related to product and processe

Logistics expertise (e.g. cost analysis and budgeting)

adership skills
Knowledge of process analysis techniques
Coordination and cooperation skills
Decision making skills

Planning and inventory management skills
Communication skills

Analytical skills

0,00 0,210 0,20 0,30 040 050 0,60 0,70
no increase large increase

_+
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ill . n= 743



Soft skills are important, both today and in
the future

In a globalizing world, knowledge of the
business context becomes increasingly
important

Supply chain managers
o W - —

b5t Mommisi profes ?
& § o )

PP
-------

raodmar




Gl Responsibilities of the top SC manager

SCOR responsibilities

M deliver
[ make
[[Isource

[ source &
deliver

[[Imake & deliver
[l source & make

source & make
& deliver

n=743 “

Area of responsibility of the SC executive
in pharmaceuticals, chemicals, and food & beverage

1%

mdeliver
W source & make & deliver
Osource & deliver

O other

36%




source

4 B
,‘deliver

deliver |

Vlerick Leuven
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Junior in the company and/or
supply chain function

profile: deliver years with current employer
0to 5years 6 years or more total
years in SC function 0 to 5 years 2 5 7
6 years or more 5 8 13
total 7 13 20

Senior in the company
and supply chain function

f_/(éource & deliver years with current employer
Oto 5years 6 years or more
years in SC function 0 to 5 years 0 1 1
6 years or more 2 3 5]
2 4 6
profile: source & make & deliver years with current employer
O0to 5years 6 years or more
years in SC function 0 to 5 years 0 1 1
6 years or more 2 10 12|
2 11 13 '
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60%

40% -

@ reporting to CEO

20% B member of board

(or exec comm)

0%
deliver source & source &

deliver make &
deliver

Vlerick Leuven Gent
Management School

Higher responsibility in
Manufacturing network design
Technology decisions

What to make where

Strategic raw material sourcing

Higher responsibility in
- Strategic raw material sourcing

O operational responsibility
W planning responsibility
M strategic responsibility

deliver source & source &
deliver make & deliver
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maegng | interd | ederd
missorary| conautart | eeadive | integdor | inegaa
cHiver 13 23 3 2 10
urce&diver 7 24 31 13 (3]
suce&nake &ddiver 1 17 L 16 U
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ging executive
raal integrator
consultant

deliver

,’Heliver

junior senior
occasionally reporting to CEO occasionally reporting to CEO often reporting to the CEO
occasionally member of the board occasionally member of the board often member of the board

+ strategic buying & manufacturing

+ strategic buying responsibility
responsibility
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TOP executives only pharmaceuticals chemicals food & beverage
deliver 57% 30% 32%
source & deliver 14% 50% 0%
source & make & deliver 14% 10% 58%

other 14% 10% 11%

Total 100% 100% 100%

Vlerick Leuven Gent

Management School

/\/
Pharmaceuticals

Food & beverages

Chemicals

————
Food & beverages

deliver
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PLAN
& DELIVER
2,3 functions per executive

PLAN &
SOURCE & DELIVER
2,6 functions per executive

100%

75%

50%
- I:l I:l
0%

plan source make deliver

100%

food &
beverage

PLAN &
SOURCE & MAKE & DELIVER
+3,3 functions per executive

75%
50%
25%
0% I:l

plan source make deliver

52

n=
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100%

75%

50%
25%
0%

plan source make deliver

PLAN PLAN & PLAN &
& DELIVER SOURCE & DELIVER SOURCE & MAKE & DELIVER
‘ plan J ‘ plan ’ [ plan ’

| source][ make ]' deliver] | source]' make ][deliverl [source || make |[deliver|




pharma-
ceuticals

food &
beverage

SC top executive
responsibility

PLAN
& DELIVER

*Time mainly spent as executive,

PLAN & SOURCE

& DELIVER

consultant & internal integrator & consultant

ﬂ

V

J

JC

[

[
)

*Time mainly spent as executive

PLAN & SOURCE & MAKE
& DELIVER

*Time mainly spent as executive

SC executive

o

V

—
—

| WD \—
N

Internationalization
of the SC structure

GLOBAL
*European/Global sourcing
*Global manufacturing
*European/Global sales

EUROPEAN

*European/Global sourcing
*European/Global manufacturing
*European sales

NATIONAL/EUROPEAN
*National/European sourcing
*National/European manufacturing
*National/European sales



Strategic importance
of the SC

LOW

*33% internally neutral

*178 days of inventory

*0% top SC executives reporting to CEO
*29% top SC executives member of the board

MEDIUM
*7% internally neutral
*96 days of inventory

+30% top SC executives reporting to CEO
*40% top SC executives member of the board

HIGH

*8% internally neutral

<37 days of inventory

*47% top SC executives reporting to CEO

*47% top SC executives member of the board

SC structure

GLOBAL

EUROPEAN

NATIONAL/
EUROPEAN

LOW

MEDIUM @

Strategic
importance
of the SC

HIGH

SC top executive responsibility

PLAN PLAN
DELIVER SOURCE
DELIVER

PLAN
SOURCE
MAKE
DELIVER

C!& DO ||*: |



The approach depends on the
characteristics of the supply chain:

» Its structure

» Its importance in the strategy of the
organisation

The approach differs in terms of
» the organisation structure
» the scope of the SC manager’s function
» the time allocation of the SC manager

|
AAUULITT I B

Supply chain managers

g ation With p‘tner&m thegs
B -'l‘ aA '
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* Formal meetings and agreements

Service level agreements (SLA):
Rules, policies, standards, manuals

Formal meetings

. Task forces, to accomplish a specific task
and then disband

Permanent teams,
standing committees that meet regularly

* Informal discussions and communication

 Liaison people
Co-location of both departments
- Job rotation between both departments
Coordinator roles spending time in both departments

Managers transferred temporarily
from or to the other department

Integrator roles with responsibilities in both departments

Vlerick Leuven Gent

Management School

highuse 5-

no use

design mktg & finance suppliers customers
sales

mformal meetings & agreements
m informal discussions and communication

liaison persons

52

]
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based on contracts & 5§
progedures

based on trust 1

marketing &
sales
key/strategic
customers
key/strategic
suppliers

relationship with
product/process
design
relationship with
relationship with
finance
relationship with
relationship with

2
i

A well-run supply chain is an integrated
supply chain ?

Focus of coordination still more internal
than external

» This is especially true for liaison roles

External coordination with supply chain
partners

» Less based on trust, more based on
contracts

* There is still some work to do !
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