


The North American food manufacturer has relatively low variation (consumption,

customer shipments) and high volume/SKU on its “A” finished product SKUSs.
The supply system has converted its common “SKU family level” materials, “A”
SKU-specific materials, “A” SKU products, and select single-channel SKUs to
rate-based planning. The planners shifted their MRP/ERP system to use historical
average data versus forecast data to become the planning demand trigger.
These changes have already driven improved results in customer service, cost,
and inventory. The team’s next steps include:

B Expanding the rate-based concepts to the end-to-end supply chain.
Rate-based planning in supplier operations, the warehouse, and customer
logistics activities are the next areas to drive end-to-end total value.
Note: Transportation planning (largely managed as a commodity today)
has been intentionally queued to the end of the rate-based action plan.

m Utilization of a standard process for analysis of actual shipment data
(frequent charts).

m Utilizing rate-based planning pilots to add additional “B” SKUs/materials
that would qualify for rate-based planning (if the shipment variation
analysis validates this expansion).

Overall, this rate-based planning strategy is ideal for this food manufacturer.
It has started to deliver improved value and the team has a solid plan for
continuous improvement.

CASE STUDY
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GSCI interfaces
with hundreds of

supply chain organizations
each year.

Supply Chain Planning: Emerging Issues

1.

S.

s mentioned in the introduction, the GSClI interfaces with hundreds of
supply chain organizations each year. Several emerging supply chain
planning issues have been captured from these network discussions.
Some of the most important to consider now and in the near future are:

Utilization of advanced supply chain digital capability to drive total value -
The two most promising tools are:

a. Big data - Use of large computing capability to manage the complex supply
chain transactions and access multiple alternative decisions to optimize results;

b. Artificial intelligence - Use of an Al system to efficiently collect data on like
problems, access results and recommend the best solutions.

. Web-based ERP systems - The speed of information systems and digital

development requires cost-effective platforms to adopt new technology quickly
and with minimum investment.

. Supply chain planning processes at the speed of business - The days of having

a month to complete the four major steps of an S&OP or DSI business process
are coming to an end. The days of extended planning windows and lead times are
over. Can quality demand and supply plans be created, issue sheets developed,
and single number/aligned plans be decided in ten percent of this time? Can the
supply capability for planning windows, lead times, and fixed zones requiring ten
percent of the current time be developed?

. Externally-based customer service measures - Current supply chain and business

customer service measures are based largely on internal information system
capability and are standardized corporately. The end of most supply chain systems
is dramatically changing with new (omni-channel) customer consolidations and
consumer demand for personalized products. These market forces create the
need for externally-based customer service measures.

International/Tariff/Political - The trend towards both globalization and
regionalization (regional demand and supply pods) creates the need for tacit
knowledge about how to operate in this increasingly complicated global/regional/
local environment. Most firms are generally not adept at making decisions that
optimize the interactions between the many complex drivers that are in play that
ultimately impact both the demand and supply side of the planning equation.
Adding to this complexity is the fact that the international scenario is highly
dynamic, with continuous change in trade and tariff regimes and political influences,
even in industrial nations long considered “stable.”
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Supply chain
planners

are truly the “brains of

the organizational body”.

Summary

s the dynamism of the business environment grows due to
changing consumer, competitive and environmental conditions,
supply chains become more complex, and the importance of

supply chain planning and supply chain planners intensifies. Yet
supply chain executives and business leaders accurately despair about the
insufficient pool of planning talent and ineffective business processes. Benchmark
supply chains are fast at work solving this issue through improvements in
information systems, recruiting/development of supply chain planners, and
building robust planning systems and processes.

Business complexity not only impacts the pace of change but also the scope
of activities that must be managed. Broadening and speeding up supply chains
serves to exponentially expand networks and increases the number of supply
chain activities (nodes and transitions). Thousands of activities, executed even
at ninety-nine percent dependability, creates hundreds of defects such as

waste/cost, customer service defects, and non-value added inventory. In addition,

increased customer demands for high levels and more personalized service have
forced organizations to re-organize finished products logistics systems including
the importance of the last one hundred yards. Supply chain executives are
turning towards adding more dedicated supply chain planners or higher qualified
planners to eliminate this waste.

Business leaders are prioritizing improvement in multi-functional business
processes (or creation of such processes if absent) such as DSI/S&OP, NPI, and
LRBP as important building blocks to deliver corporate goals. Unfortunately,
personnel with the appropriate skills and mindsets to succeed in a multi-
functional world are scarce and have to be deliberately cultivated. As a result,
these business leaders are turning to professionals with supply chain planning
skill sets to lead and manage these processes.

The GSCI Supply Planning Framework, GSCI Supply Planning Process Model,
and the Top-Ten Key Planning Concepts will help supply chain professionals on
the journey to improving the orchestration of supply chains to deliver on the
promise of optimizing value provided to end-customers while also optimizing
the economic profit to the supply chain. Supply chain planners are truly the
“brains of the organizational body.”

SUMMARY
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Supply Chain Planning Maxims

1. Supply plans based on end-to-end, integration supply chain

m Focus on creating total value

2. Let the system do the work

® Supply chains are too complex for Excel spreadsheets
m Daily planning work focuses on exception and error reports

3. Data accuracy is job one

4. Variation creates waste

B Eliminate all internally-driven variation

m Reduce waste from external driven, customer/consumer
variation by simplifying, leveling, and creating operational
drumbeats

5. Competitive advantage is built from superior supply chain
capability (not inventory)

6. Under every pile of inventory is a supply chain defect

® Remove the inventory pile for everyone to see the defect
m Eliminate the defect

7. Segment and prioritize all transactions, at all levels of the
planning framework, to drive effectiveness and efficiency

8. Time matters - eliminate non-value added supply chain time
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End Notes

! Mike Burnette, “Platform Life Cycle Management Best Practices” (white paper,
University of Tennessee’s Haslam College of Business, 2015).

2 Mike Burnette and J. Paul Dittmann, “End-to-End Supply Chain Collaboration
Best Practices” (white paper, University of Tennessee’s Haslam College of
Business, 2017).

3 Mark Moon, Mike Policastro, and Mike Burnette, “Advanced Demand/Supply
Integration Best Practices” (white paper, University of Tennessee’s Haslam
College of Business, 2018).

4 Gerald Feigin, Supply Chain Planning and Analytics (New York, NY: Business
Expert Press, LLC, 2012): 28-30.
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Global Supply Chain Institute

The Global Supply Chain Institute provides relevant research and practical
educational services to enable highly effective supply chains. These include:

WHITE PAPERS: applied research and benchmarking papers on current,
impactful topics

SUPPLY CHAIN AUDITS: coaching for supply chains working to improve based
on an extensive collection of current supply chain best practices

EXECUTIVE MBA AND EDUCATIONAL COURSES: programs to create a
continuous, long term learning process for supply chain leaders

SUPPLY CHAIN FORUM: the nation’s largest academic forum for supply chain
leaders, focused on networking, benchmarking, and leadership
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A FINAL NOTE

We hope you have found the material in this white paper helpful and useful. We at the University of Tennessee’s
Haslam College of Business are committed to translating our top-ranked position in academic research into
information useful for practitioners. We believe the real world of industry is our laboratory. It's why we have the
largest Supply Chain Forum in the academic world, with over sixty sponsoring companies. We are always looking for
industry partners to assist us in this journey. Let us know if you are interested in being one of our valued partners.

Shay Scott, PhD
Executive Director, The Global Supply Chain Institute
The University of Tennessee’s Haslam College of Business

sdscott@utk.edu gSCi.Utk.edu



THE UNIVERSITY OF
I TENNESSEE
KNOXVILLE
GLOBAL SUPPLY CHAIN INSTITUTE

310 STOKELY MANAGEMENT CENTER
KNOXVILLE, TN 37996
865.974.9413

GLOBALSUPPLYCHAININSTITUTE.UTK.EDU



