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I T’S NOT EASY BEING LEAN. IN TO DAY ’ S
sputtering economy, supply chain leaders face the
enormous challenge of satisfying customers with
the most limited of resources. To do this, they must
understand the complex and interdependent touch
points within the supply chain. They must under-
stand the obvious—and not so obvious—impacts
of their decisions on total costs as well as service.
They also need to balance all of these requirements
under conditions of continual change.

As companies struggle to compete in a volatile
economic environment,creating a manageable sup-
ply chain becomes all the more critical. Manageable
su pp ly chain opera ti ons dy n a m i c a lly integra te
demand and supply management, target customers
to boost revenue and help to maximize profit and
shareholder value.

If that sounds like a lot of work, it is. But it’s
worth the trouble. By building a manageable supply
chain operation, companies are better positioned to
tackle changes in the supply chain environment.
Beyond that, a manageable supply chain enables a
company to become an adaptive enterprise, using
technology tools to gauge changes in the market
and respond quickly to them, consider the best
options to use capital and grow its business faster
than its competitors can.

The challenge is to get more out of what has
already been invested—to achieve maximum return
on assets (ROA). Every company must ensure that
its most important assets—its existing IT infra-
structure and its database of information on cus-
tomers, suppliers and employees—are optimized
for maximum return.

Elements of a successful supply chain 
Strategically, it is easy to talk about minimizing
costs while maintaining or increasing customer
service levels. It is at the operational level where this
strategy will either succeed or fail. This is the area
where logistics is critical to meeting customers’
needs in a cost-effective manner.

The cynic in all of us will question whether it’s
truly possible to balance customer service and total
supply chain costs without sacrificing one for the
other. With a lot of hard work, it is possible. The
result is higher profits, higher earnings per share
and higher stock values.

In order to meet the cus-
tomer’s needs and still obtain
good financial results, supply
chain leaders must focus on
tech n o l ogy, i n f ra s tru ctu re
and human capital. Th a t’s
more than mere theory. The
fo ll owing are some actu a l
examples of cases in which
su pp ly chain leaders have
come up with solutions that
reduce overall operating costs
and increase service levels:

n A project team designed
standard business processes that consolidated more
than 20 different order fulfillment process flows
into two standard business processes, improving
expected turn time by 15 percent while increasing
order accuracy and decreasing back orders.

n A decision support team’s analysis of a client’s
shipping costs resulted in a change in packaging
material and grouping, leading to cost reductions of
more than 18 percent.

n A shipping team came up with a plan for
grouping customers’ shipments based on destina-
tion, reducing the number of order status inquiries
by more than 15 percent.

n Operations specialists proactively modified a
customer’s packaging types, resulting in a 20-per-
cent savings in material costs.

But successful supply chain leaders have to do
much more than satisfy customers; they must bal-
ance those customers’ needs against profits. The
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on ly way to know what is po s s i bl e — a n d
determine its impact on your balance sheet—
is to adopt an in-depth su pp ly ch a i n
approach. This requires leaders to use the fol-
lowing three tools to manage every facet of
the production and movement of products:

Technology. A central element of being a supply chain
leader and creating a manageable supply chain is the ability
to integrate with legacy systems,ERP systems and workflow
systems. Once connectivity and visibility are established
across the supply chain, it becomes essential to harness the
available data to help managers make informed decisions
affecting the supply chain.

Two important technological changes will affect how
business is conducted with customers: integration of soft-
ware applications, such as enterprise resource planning
(ERP), customer relationship management (CRM) and
advanced planning and scheduling (APS),and the advent of
Internet-based communication.

Companies have begun to realize that every customer
interaction is an opportunity to ensure that a customer is
satisfied and that satisfied customers buy more products.
The need for companies,especially those in the mid-market
sector, to achieve greater return on relationships, enhance
customer loyalty, expand and protect market share, and
adapt to constant change can only be met by integrating
ERP, CRM and material requirements planning (MRP)
functionality into their supply chain.

Infrastructure. To remain competitive, supply chain lead-
ers must be able to sell their products worldwide, at any
time and in any quantity required. The prerequisite for this
is a system of connected/networked global distribution
points (and the associated information) that can respond
individually and quickly to customer demand. What is
needed is an integrated supply model that can coordinate
sourcing of multiple products/components from multiple
suppliers on demand.

There is a great deal of planning involved when consider-
ing how much of an on-demand model a client can effec-
tively incorporate into its supply chain. The most com-
pelling reasons for considering this cultural change in a
company’s operations include the following:

n O n - demand soluti ons gre a t ly en h a n ce a cl i en t’s abi l i ty
to com mu n i c a te with its en ti re custom er base while sen d i n g
m e s s a ges that are indivi du a l , pers on a l ,u n i que and targeted .

n On-demand solutions distinguish a company from its
competition, resulting in improved customer retention and
loyalty.

n On-demand solutions add flexibility to order design
and program management.

An organization’s ability to manage a supply chain infra-
structure that integrates on-demand solutions will give it
the flex i bi l i ty to ad a pt to the market’s ever- ch a n gi n g
requirements.

The corn ers tone of on - demand manu f actu r-
ing is material managem en t , an area wh ere tru e
su pp ly chain leaders wi ll have to focus thei r
a t ten ti on and en er gy. This is the grouping of a ll
m a n a gem ent functi ons that su pport the com-
p l ete cycle of m a terial flow from proc u rem en t ,

w a rehousing and produ cti on to fulfill m ent and distri buti on .
Human capital. It is people who come firs t .Wi t h o ut a good

te a m , business su ccess is impo s s i ble to ach i eve . The qu a l i ty of
produ cts and servi ces depends on the com peten ce and pro-
fe s s i onalism of the people who provi de them . A true su pp ly
chain leader is one who not on ly understands the import a n ce
of en t hu s i a s tic em p l oyee s , but also con s i s ten t ly and ef fective-
ly motiva tes them tow a rd con ti nual improvem en t .

Building trust with your employees comes from being
able to rely on the other links in your supply chain. A suc-
cessful supply chain requires an understanding of the new
interdependencies being constructed and of the roles and
responsibilities that must be adopted for the enterprise and
its supply partners to become more collaborative.

Beyond the requisite technical skills, employees must
become comfortable with the new workflow and underly-
ing concepts int roduced by supply chain initiatives before
the company will benefit from increased productivity.

To help shorten the ramp-up peri od , businesses imple-
m en ting su pp ly chain soluti ons should plan a com preh en s ive
training program that of fers em p l oyees hands-on access to a
s ys tem that simu l a tes re a l - world su pp ly chain envi ron m en t s
and provi des insight into stra tegic su pp ly chain opera ti on s .

Great expectations
Supply chain ROA can be greatly enhanced—or impeded—
by the way a company addresses the difficult challenge of
adapting to a supply chain workflow model. Ultimately, it
will be the human factor that makes or breaks this new
work process within an organization.

The futu re devel opm ent of su pp ly chains wi ll determ i n e
the su ccess of companies and their prof i t a bi l i ty. Work i n g
with other su pp ly chain leaders can tra n s l a te into cost sav-
i n gs and en h a n ced su pp ly chain soluti on s . Your or ga n i z a-
ti on wi ll begin to adopt the practi ce s ,a t ti tu des and ex pect a-
ti ons of the custom ers and su pp l i ers with wh i ch it interact s .
By sel ecting the be s t , working with the best and ex pecti n g
the be s t , you increase your ch a n ces of ach i eving the be s t . n

The Supply Chain Leadership series is directed by Karl
Manrodt,Ph.D., of Georgia Southern University, and Mary
Collins Holcomb, Ph.D., of the University of Tennessee.
Comments or questions on this series can be addressed to
kmanrodt@gasou.edu or mholcomb@utk.edu.

Peter Schmitz is president of Arvato Services, a company that provides outsourced
service solutions for the healthcare, technology, broadband, publishing, automotive
and travel industries. He oversees five of the company’s divisions.

leadership


