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INTRODUCTION



Day 1

Introduction to the problem
Finding strategy in activities
Functional Strategy Map
The 4 zones of interaction
Building evaluation matrices
Completing the matrices

Outline of Sessions — SCS Seminar

Day 2

Deriving insights from the
evaluation matrices

Prioritizing areas of interest

Proposing alternatives to
status quo in each area

Assembling candidates
Use controlled convergence



Two major challenges regarding
a firm’s supply chain strategy

Business Strategy

Supply Chain Strategy

Operations in the Field

In the present: Make sure
the business strategy is
well supported by the
operations in the field.

Industry
Changes

Consumer
Changes

The future: Make sure the
supply chain and the firm are
ready to face an increasingly
uncertain future.



Efficient
Supply
Chain

Responsive
Supply
Chain

Fisher (1997)

Functional Products

Innovative Products

Match

Mismatch

Mismatch

Match




Schnetzler et al. (2007), “A decomposition-based approach for
the development of a supply chain strategy”

Operationalisation

<

Prioritized
sub-objectives

Sub-objectives

Strategic
Priority

Sub-objectives

-

FR-x
Means,
driver
DP-x
FR-x2
Means,
driver
DP-x2
P 4

"

-

~.=="" Conflict of objectives?
Synergistic effects?

Path of
opera-
tionalization

Sequence of Implementation




Martinez-Olvera and Shunk (2006), “Comprehensive framework
for the development of a supply chain strategy”

4 Desirable A
Supply Migrate to model that requires
Chain smaller cost of migration in
Strategy for terms of units of effort.
\_ Model 1 Y.
‘ Current E2: Units of effort required
E1: Units of effort required i  Supply to migrate from the current
to migrate from the current Chain i strategy to that of Model 2
strategy to that of Model 1 i Strategy
i ofaFirm 7 el
...................... E——
Chain
Strategy for

\_ Model 2 Y.
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DEVELOPING OUR METHOD



Stage 1:

Explore the
research
problem

freely

Stage 2:

Develop a
preliminary
theory as
needed

(Grounded
theory)

Stage 3:

Propose an

method for

the capture,

evaluation &

reformulatio
n

Stages of our Research Project

Stage 4:

Test and
improve the
method
through real
projects

(Action
Research)




Data sources for each stage — Module 1

Stage 1. Stage 2: Stage 4.
Source data used . i

. Explore the Preliminary Action research
in each stage .

problem theory projects

Interviews 5 semi-open 03 open and
semi-open
2

Case studies 2 secondary 0 secondary

Surveys and
questionnaires

Documents

Panel discussions

1 survey

(incl. previous 2)

6 questionnaires,
(439Q / 5,036A)

1 strategy doc 3 strategy doc

11 panel
discussions




Generate theory in management,
using preliminary theory

The researcher uses
The researcher
a pool of ~20 extant
. prepares 1-2
case studies as . :
The researcher new primary- Theresultis a
L secondary-data. :
starts with little Usine theoretical data case s substantive
knowledge of the g e studiesto theory of the
sampling within the
phenomenon. expand and phenomenon.
pool, cross-case )
: enrich the
analysis produces a
. theory.
preliminarytheory.

l

An intermediate result
after this stepis a
preliminary theory.

© 2010 Perez-Franco, Singh and Sheffi



/

Strategy Strategy
Evaluation Enhancement
4 )
Module 1: Present
Phase 1: Capture Phase 2: Phase 3:
current SC —>| Evaluate current —> Reformulate SCS
strategy SC strategy for short term
|
. J
4 N
Module 2: Future
Phase 4: Uncover Phase 5: Create Phase 6:
C —> scenarios, discuss —> Reformulate SCS
constraints A
implications for long term
J
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The bridge between business strategy and operations
in the field is a group of interrelated functional

strategy.
.. direction
. _ives runs in this dir€C s
tivities tO 0bjectiVes [Tt r A
CHIVILIES & caimenenen®
The Supportofa ............. ~ ™ .
< . 0 Operational [~~~ Operational
r ional |F-——"- themes choices
Strategic - Fu:ctlona S i
- themes . upporting
Core |[---1 themes s A Specific means for the
strategy [----. or ‘pillars’, €as ariving activities, activities
* L-__ |activity areas, usually 2-4 per g
usually 3-5 -- . usually 1-3 per
X usually 8-12 | ____ functional :
- operational
. 9 p theme —
e G B fheme
an -------------------
ce OfObJE’Ct/Ves by e s g
O activjtjeg runs in i e, ~ o
n this d”eCl‘/:c';';,'""'>
| ' >



“the essence of strategy is in the activities” Porter (1996)

Explanatory
catalogues,
informative
displays and -
labels

Ease of
transport and
assembly

“Knock-down”
kit pockoging i

Wide variety

with ease of

manufacturing

|

Selftransport High-traffic
by customers S Biburban 7/’_/,,,»/' store layout \,\\\ R
locations "~ impulse
with ample buying
parking
Limited A
customer Self-selection
service by customers
Limited sales Most
staffing items in
inventory
— Sell-assembly / Ample
by customers o inventory
2 on site
Increased
P likelihOOd Cf Yeﬂr'round
o8 future stocking
purchase
Modular Low
furniture manufacturing
design cost '
In-house 1% - L
. design focused _— ; 100%
on cost of \ sourcing from
manufacturing long-ferm
suppliers

16



Very often, enterprises leave their functional strategies tacit,
or they articulate them in an unrealistic way.

A way to reveal these tacit functional strategies is by tapping
into the knowledge the organization has about the strategic
activities. “The essence of strategy is in the activities” (Porter)

Nominal Strategy i Executed Strategy )
Strategy € ============————————o-- it ittty > Operations

Specific activity N Supporting means P

Strategic theme 1 Specific activity 1 Supporting means 1
Core ; : [ Idea driving e — .
E< Strategltc“theme 2 : |activity area A Specific a"(.:tIVIty 2 < Supportlr'wg means 2
Strategic theme M

T T

Repeat this structure Repeat this structure for
for each activity area each specific activity



Original “concept selection” matrix, from Pugh’s (1981) paper
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Functional Strategy Map

Unit-X

supply chain perspective

)
Rebalance

market power

~
)

Maximize the
value of sales

~
)

Grow with the
market
profitably

Achieve lowest
delivered cost
——— T

Top Down

)
Focus innovation
on high margin
opportunities
———

)
Anticipate and

head-off long

term threats

Legend
. __i Business Strategy
! Supply Chain Strategy
| Core Strategy
LI Strategic Themes
— Activity Themes
I Specific Activities

e g

Bottom Up

Minimize the cost of
procured materials

Procure based on price, quality, service and reliability.

Prevent any disruptions in the business.

Procure third party transportation services.

Add locations in growing, profitable markets.

Manufacture in high
volume plants

Keep the supply chain responsive.

Dedicate specific products to specific lines.

Work as an integrated
organization.

Deliver best-in-class
service.

T

Achieve the lowest
delivered cost

Operate with the lowest

working capital.

~

Develop a consensus
demand forecast

Be the quality and
knowledge leader.

Ensure the highest product and process quality.

Collaborate with other functions

Manage at a strategic level all the issues that go across businesses.

Have the best human resources at the service of the organization.

Use on-time delivery as a metric of service.

Meet the customer’s expectations.

Manage our customers in segments.

Promise and fulfill delivery dates

Restrict demand when necessary.

Offer products for all major markets.

Listen to the customer.

Reduce transportation costs.

Reduce warehousing costs.

Reduce the costs of serving customers.

Keep working capital inside target range.

Have accurate information on current inventory.

Improve the efficiency of supply-chain operations.

Plan using information from many sources.

Conduct a monthly demand forecasting exercise.

D AN P A = A

Have suitable organizational structure for demand planning.

Grow with the market.

Generate margins for profitability, reinvestment and growth.

Comply with the industry’s quality requirements.

Know your business.

Develop and protect our technical knowledge.




Are Unit-X's functional strategies helping or

hurting each other?

FT3

-0.1

FT2 | FT3 | FT4 | FT5 | FT6 | FT7 | FT8
05 | 08 01 | 02 | 02 | 08 0.2
04 | 02 | 03 | 01 | 05 | 06

FT4
FT5
FT6

FT7

0.2

0.3

FT8

0 means no help, 1 means helps significantly, -1 means hurts significantly.

G|



FT4: Deliver best-
in-class service

-

leader

/FTS: Be the quaIitQ
and knowledge

J

-

plants

/FTZ: Manufacture\
in high volume

J

\/
FT6: Operate with FT5: Achieve the
the lowest lowest delivered
working capital cost

Top quartile supportive links from Matrix 2.

© 2010 Perez-Franco, Singh and Sheffi
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FT2: Manufacture in high
volume plants

vy

ST3 = FT5: Achieve the
lowest delivered cost

FT6: Operate
with the lowest
working capital

FT4: Deliver best-
in-class service

Summary: reciprocal conflicts between FT4, FT5 and FT6.

© 2010 Perez-Franco, Singh and Sheffi

22




FORMULATION OF FUNCTIONAL STRATEGIES

Area of Interest 1 Area of Interest 2 Area of Interest N
e Policy choice e Policy choice =+ | o Policy choice
e Policy choice e Policy choice ... | o Policy choice
e Policy choice e Policy choice ... | ® Policy choice




Area of Interest 1

e Policy choice 1

e Policy choice 2N+1 =1

Area of Interest 1

* Policy choice 1
v

* Policy choice 2
v

e Policy choice 3

Area of Interest 2

e Policy choice 2

e Policy choice 2N+1 ===

Area of Interest N

e Policy choice N

e Policy choice 3N

Area of Interest 2

* Policy choice 4

v
* Policy choice 5

v
e Policy choice 6

Area of Interest N

* Policy choice 3N-2
v
* Policy choice 3N-1

v
e Policy choice 3N




Time The process starts with an initial number of concepts
<......................................................................................................................>

Concepts are selected by comparing
to a reference against criteria

Fewer concepts remain

More new concepts
are generated and added to pool

Concepts are selected again,
updating the reference and
the criteria as needed

v Fewer concepts

Number of concepts



Task 1: Individuals Task 2: Sub-groups Task 3: Group

Each individualis askedto i Eachsubgroupisaskedto i Thegroup is asked to
propose new policy options assemble an alternative select a formulation that
in each area of interest, that formulation of the keeps the best of, and

they consider superiorto i functional strategies, which i  resolvesthe conflicts

what s currentlyin place. |  wecalla ‘Candidate’ . between, the Candidates.

| )
65 59 21

policy policy policy
choices choices choices

Notice the number reduced to about a third, to an average of
four policy choices per area of interest. Out of these, 10 have
comments: there’s a total of 24 comments, most of these
elaborating on how the choices can be implemented.

26



Current Strategy

Enhanced Strategy

Competitive advantage

Pursue leadership in quality and
knowledge.

Offer consistent high-quality products. Pursue leadership in quality
and knowledge. Offer long term, mutually profitable relationships.

Customer service

Aim at delivering over 95
percent of orders on the
promised date.

Segment customers and products into different service level
categories. Deliver >95% of orders on promised date. Offer
customers more visibility into the ordering process.

Inventory management

Strive to operate with the lowest
level of working capital.

Have a multiple-tier inventory policy. Keep stable inventory levels
for all items. Strive to minimize the level of working capital.

Manufacturing

Use large scale production lines
and avoid change-overs.

Manufacture in flexible facilities, with standardized, repeatable
processes. Match the manufacturing capability to the local product
mix, to the extent that it is economically justified.

Have no clear innovation policy

Give innovation the preeminence of a core competency. Create

Innovation . new markets for existing products (market-driven innovation).
currently in place. . . .
Create new products (product-driven innovation).
. . Improve our collaboration with key suppliers at a strategic level.
Procure strategic raw materials : : L :
Procurement Actively pursue mechanisms to ensure availability of raw materials

at the corporate level.

at low cost. Procure strategic raw materials at the corporate level.

27
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FOR THE LONG TERM



How should we deal with the challenges posed by a
highly unpredictable and dynamic business

environment in which step changes are frequent?

~ MIT CENTER FOR I I I M Massachusetts

) TRANSPORTATION II Institute of
W/ & LOGISTICS Technology




Plan for the known and prepare for the unknown

~ MIT CENTER FOR E B Massachusetts

< ) TRANSPORTATION I I I I I Institute of3)
S 5;_2{;7 & LOGISTICS Techn°|ogy




Planning versus Preparation

Time

Point Forecast )
5%

-
PREPARE <D
D




Decision-making in unpredictable environment

Divergent
Exploration

Incomplete

Convergent
Evaluation

Keep options open
Jor a long time

wvmMmS—-H>»2x3xmMm-Arp

Decision EXxecution
Analysis

32



MIT CENTER FOR

TRANSPORTATION

& LOGISTICS

Environment

Politics

. = .

and

Mental map of Buckeye-the-Great of b enviror

Continua to prowide sanices
related to the current

n thousand new consumers in business
the market
Sell current sesvices in
Threat of praduct theft by markets MKT

holding up trucks will be greater

Company Strategy, Services, Capabilities, and Actions

There may ba an opporturty
to run consalidated service
centers for customer C1

Compary needs 1o understand
why C1 needs 1o get into
company’s industry

Company should influence

e the practice
of product e dating

Threat of product theft by
holding up trucks will be grester

Accounts Recervable
consulting for independent
retaders

Offar service to help
customers recuce ther
operating cost

Significant opportunity to
reduce cost through lean at
customer C1

Getting paid soonar

Getting more reimbursement

Lean / operations
axcellonce consuiting

Comparny wil naed to engage
more with customens 1o
understand their business from
lesn perspective

Thare is opportunity to
increase share of C1 market
for the company

ould lose market

companies like X, Y

Explore whether changing to

Company may need to
consider awning transportation

Offer soltions and prepare
customers 1o become
compliant with fedaral law

Develop products portfolio for
customer C1

Offer process Improvemant 1o
Improve quality at C1

revanue, but Ngher marngins
due 1o greater volume

50 help company get
foadback from customars via
drivers

A company dver could
ansura that retumad product
Is packaged property 50 it can
be resald and not wasted

Regulatory requirement
for customer C2

Ragulatory raquirement
for customer C1

H B Massachusetts

Institute of;3
Technology



Divergent exploration — Stretching
iImagination

_Alien

g People think and act locally
" - Mistrust and security are highly

« _ sensitive issues
- Globalization restrained by
& nationalistic policies
- Trade barriers and national

ampions
\-Qacured energy resources

imited migration flows
N

Synchronicityu

- Globalization and democratization
- Trustworthir

crucial value
= Constantly shifting market demands
and technolo cakthroughs
- Frenetic pa f innovation and
customization

- Critical role of knowledge workers

Spin City

- Interventionist policies of
governments
- Complex web of conflicting
regulations
= No international consensus
- Globalization remains strong but
highly regulated
, - Trustworthiness is a competitive
“advantage to compete globally

34




Convergent evaluation

| |

No No
D tailed Risk
Brainer Regret claile Management
Review

Sensors
in the
Ground

35
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