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INTRODUCTION	
  



Outline	
  of	
  Sessions	
  –	
  SCS	
  Seminar	
  

Day	
  1	
  
•  Introduc=on	
  to	
  the	
  problem	
  
•  Finding	
  strategy	
  in	
  ac=vi=es	
  
•  Func=onal	
  Strategy	
  Map	
  
•  The	
  4	
  zones	
  of	
  interac=on	
  
•  Building	
  evalua=on	
  matrices	
  
•  Comple=ng	
  the	
  matrices	
  

Day	
  2	
  
•  Deriving	
  insights	
  from	
  the	
  

evalua=on	
  matrices	
  
•  Priori=zing	
  areas	
  of	
  interest	
  
•  Proposing	
  alterna=ves	
  to	
  

status	
  quo	
  in	
  each	
  area	
  
•  Assembling	
  candidates	
  
•  Use	
  controlled	
  convergence	
  



Consumer	
  
Changes	
  

Market	
  
Changes	
  

Industry	
  
Changes	
  

Two	
  major	
  challenges	
  regarding	
  
a	
  firm’s	
  supply	
  chain	
  strategy	
  

In	
  the	
  present:	
  Make	
  sure	
  
the	
  business	
  strategy	
  	
  is	
  
well	
  supported	
  by	
  the	
  
opera=ons	
  in	
  the	
  field.	
  

Business	
  Strategy	
  

Supply	
  Chain	
  Strategy	
  

Opera=ons	
  in	
  the	
  Field	
  

The	
  future:	
  Make	
  sure	
  the	
  
supply	
  chain	
  and	
  the	
  firm	
  are	
  
ready	
  to	
  face	
  an	
  increasingly	
  
uncertain	
  future.	
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Fisher	
  (1997)	
  



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



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

Desirable	
  
Supply	
  
Chain	
  

Strategy	
  for	
  
Model	
  1	
  

Desirable	
  
Supply	
  
Chain	
  

Strategy	
  for	
  
Model	
  2	
  

Current	
  
Supply	
  
Chain	
  

Strategy	
  
of	
  a	
  Firm	
  

E1:	
  Units	
  of	
  effort	
  required	
  
to	
  migrate	
  from	
  the	
  current	
  
strategy	
  to	
  that	
  of	
  Model	
  1	
  

E2:	
  Units	
  of	
  effort	
  required	
  
to	
  migrate	
  from	
  the	
  current	
  
strategy	
  to	
  that	
  of	
  Model	
  2	
  

E1	
  

E2	
  

Migrate	
  to	
  model	
  that	
  requires	
  
smaller	
  cost	
  of	
  migra;on	
  in	
  
terms	
  of	
  units	
  of	
  effort.	
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DEVELOPING	
  OUR	
  METHOD	
  



Stages	
  of	
  our	
  Research	
  Project	
  

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,	
  
evalua=on	
  &	
  
reformula=o

n	
  
	
  

Stage	
  4:	
  
Test	
  and	
  

improve	
  the	
  
method	
  

through	
  real	
  
projects	
  
(AcAon	
  

Research)	
  

©	
  2010	
  Perez-­‐Franco,	
  Singh	
  and	
  Sheffi	
  



Data	
  sources	
  for	
  each	
  stage	
  –	
  Module	
  1	
  

Source	
  data	
  used	
  
in	
  each	
  stage	
  

Stage	
  1:	
  
Explore	
  the	
  
problem	
  

Stage	
  2:	
  
Preliminary	
  

theory	
  

Stage	
  4:	
  
Ac;on	
  research	
  

projects	
  

Interviews	
   5	
  semi-­‐open	
   63	
  open	
  and	
  
semi-­‐open	
  

Case	
  studies	
   2	
  secondary	
   20	
  secondary	
  
(incl.	
  previous	
  2)	
  

Surveys	
  and	
  
ques2onnaires	
   1	
  survey	
   6	
  ques=onnaires,	
  

(439Q	
  /	
  5,036A)	
  

Documents	
   1	
  strategy	
  doc	
   3	
  strategy	
  doc	
  

Panel	
  discussions	
   11	
  panel	
  
discussions	
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Generate	
  theory	
  in	
  management,	
  
using	
  preliminary	
  theory	
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Strategy	
  
Enhancement	
  

Strategy	
  
Evalua=on	
  

Module	
  1:	
  Present	
  

Phase	
  1:	
  Capture	
  
current	
  SC	
  
strategy	
  

Phase	
  2:	
  
Evaluate	
  current	
  

SC	
  strategy	
  

Phase	
  3:	
  
Reformulate	
  SCS	
  
for	
  short	
  term	
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Module	
  2:	
  Future	
  

Phase	
  4:	
  Uncover	
  
constraints	
  

Phase	
  5:	
  Create	
  
scenarios,	
  discuss	
  

implica=ons	
  

Phase	
  6:	
  
Reformulate	
  SCS	
  
for	
  long	
  term	
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FOR	
  THE	
  SHORT	
  TERM	
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The	
  bridge	
  between	
  business	
  strategy	
  and	
  opera=ons	
  
in	
  the	
  field	
  is	
  a	
  group	
  of	
  interrelated	
  func=onal	
  
strategy.	
  



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

16	
  



Very	
  oeen,	
  enterprises	
  leave	
  their	
  func=onal	
  strategies	
  tacit,	
  
or	
  they	
  ar=culate	
  them	
  in	
  an	
  unrealis=c	
  way.	
  	
  
	
  
A	
  way	
  to	
  reveal	
  these	
  tacit	
  func=onal	
  strategies	
  is	
  by	
  tapping	
  
into	
  the	
  knowledge	
  the	
  organiza=on	
  has	
  about	
  the	
  strategic	
  
ac=vi=es.	
  “The	
  essence	
  of	
  strategy	
  is	
  in	
  the	
  ac=vi=es”	
  (Porter)	
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Original	
  “concept	
  selec=on”	
  matrix,	
  from	
  Pugh’s	
  (1981)	
  paper	
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Minimize	
  the	
  cost	
  of	
  
procured	
  materials	
  

Procure	
  based	
  on	
  price,	
  quality,	
  service	
  and	
  reliability.	
  

Prevent	
  any	
  disrup=ons	
  in	
  the	
  business.	
  

Procure	
  third	
  party	
  transporta=on	
  services.	
  

Manufacture	
  in	
  high	
  
volume	
  plants	
  

Add	
  loca=ons	
  in	
  growing,	
  profitable	
  markets.	
  

Keep	
  the	
  supply	
  chain	
  responsive.	
  	
  

Dedicate	
  specific	
  products	
  to	
  specific	
  lines.	
  

Ensure	
  the	
  highest	
  product	
  and	
  process	
  quality.	
  

Work	
  as	
  an	
  integrated	
  
organiza=on.	
  

Collaborate	
  with	
  other	
  func=ons	
  

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

Have	
  the	
  best	
  human	
  resources	
  at	
  the	
  service	
  of	
  the	
  organiza=on.	
  

Deliver	
  best-­‐in-­‐class	
  
service.	
  

Use	
  on-­‐=me	
  delivery	
  as	
  a	
  metric	
  of	
  service.	
  

Meet	
  the	
  customer’s	
  expecta=ons.	
  

Manage	
  our	
  customers	
  in	
  segments.	
  

Promise	
  	
  and	
  fulfill	
  delivery	
  dates	
  

Restrict	
  demand	
  when	
  necessary.	
  

Offer	
  products	
  for	
  all	
  major	
  markets.	
  

Listen	
  to	
  the	
  customer.	
  

Achieve	
  the	
  lowest	
  
delivered	
  cost	
  

Reduce	
  transporta=on	
  costs.	
  

Reduce	
  warehousing	
  costs.	
  

Reduce	
  the	
  costs	
  of	
  serving	
  customers.	
  

Operate	
  with	
  the	
  lowest	
  
working	
  capital.	
  

Keep	
  working	
  capital	
  inside	
  target	
  range.	
  

Have	
  accurate	
  informa=on	
  on	
  current	
  inventory.	
  

Improve	
  the	
  efficiency	
  of	
  supply-­‐chain	
  opera=ons.	
  

Develop	
  a	
  consensus	
  
demand	
  forecast	
  

Plan	
  using	
  informa=on	
  from	
  many	
  sources.	
  

Conduct	
  a	
  monthly	
  demand	
  forecas=ng	
  exercise.	
  

Have	
  	
  suitable	
  organiza=onal	
  structure	
  for	
  demand	
  planning.	
  

Be	
  the	
  quality	
  and	
  
knowledge	
  leader.	
  

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.	
  

Grow	
  with	
  the	
  
market	
  

profitably	
  

Rebalance	
  
market	
  power	
  

Maximize	
  the	
  
value	
  of	
  sales	
  

Achieve	
  lowest	
  
delivered	
  cost	
  

Focus	
  innova=on	
  
on	
  high	
  margin	
  
opportuni=es	
  

An=cipate	
  and	
  
head-­‐off	
  long	
  
term	
  threats	
  

Top	
  Down	
   BoMom	
  Up	
  

Legend	
  
Business	
  Strategy	
  
Supply	
  Chain	
  Strategy	
  
Core	
  Strategy	
  
Strategic	
  Themes	
  
Ac=vity	
  Themes	
  
Specific	
  Ac=vi=es	
  

Func=onal	
  Strategy	
  Map	
  
Unit-­‐X	
  

supply	
  chain	
  perspec=ve	
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FT1	
   FT2	
   FT3	
   FT4	
   FT5	
   FT6	
   FT7	
   FT8	
  

FT1	
   	
  	
   0.5	
   0.8	
   -­‐0.1	
   0.2	
   -­‐0.2	
   0.8	
   0.2	
  

FT2	
   0.4	
   	
  	
   0.4	
   -­‐0.2	
   0.3	
   0.1	
   0.5	
   0.6	
  

FT3	
   -­‐0.1	
   0.4	
   	
  	
   0.3	
   0.2	
   0.3	
   0.6	
   0.3	
  

FT4	
   0.1	
   -­‐0.3	
   1.1	
   	
  	
   -­‐0.4	
   -­‐0.6	
   0.8	
   0.9	
  

FT5	
   1.5	
   0.9	
   0.8	
   -­‐0.3	
   	
  	
   0.3	
   0.8	
   0.3	
  

FT6	
   1.1	
   -­‐0.3	
   0.7	
   -­‐0.6	
   0.3	
   	
  	
   0.8	
   0.2	
  

FT7	
   0.0	
   -­‐0.1	
   0.8	
   0.1	
   0.0	
   0.0	
   	
  	
   0.3	
  

FT8	
   -­‐0.1	
   0.3	
   0.9	
   0.4	
   -­‐0.1	
   0.1	
   0.2	
   	
  	
  

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

Are	
  Unit-­‐X’s	
  func=onal	
  strategies	
  helping	
  or	
  
hur=ng	
  each	
  other?	
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Top	
  quar=le	
  suppor=ve	
  links	
  from	
  Matrix	
  2.	
  

FT2:	
  Manufacture	
  
in	
  high	
  volume	
  

plants	
  

FT4:	
  Deliver	
  best-­‐
in-­‐class	
  service	
  

FT5:	
  Achieve	
  the	
  
lowest	
  delivered	
  

cost	
  

FT6:	
  Operate	
  with	
  
the	
  lowest	
  

working	
  capital	
  

FT1:	
  Minimize	
  the	
  
cost	
  of	
  procured	
  

materials	
  

FT7:	
  Develop	
  a	
  
consensus	
  

demand	
  forecast	
  

FT8:	
  Be	
  the	
  quality	
  
and	
  knowledge	
  

leader	
  

FT3:	
  Work	
  as	
  an	
  
integrated	
  
organiza=on	
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Summary:	
  reciprocal	
  conflicts	
  between	
  FT4,	
  FT5	
  and	
  FT6.	
  

ST3	
  =	
  FT5:	
  Achieve	
  the	
  
lowest	
  delivered	
  cost	
  

FT2:	
  Manufacture	
  in	
  high	
  
volume	
  plants	
  

FT6:	
  Operate	
  
with	
  the	
  lowest	
  
working	
  capital	
  

FT4:	
  Deliver	
  best-­‐
in-­‐class	
  service	
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•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

•  Policy	
  choice	
  

…	
  

…	
  

…	
  

Area	
  of	
  Interest	
  1	
   Area	
  of	
  Interest	
  2	
   Area	
  of	
  Interest	
  N	
  …	
  
FORMULATION	
  OF	
  FUNCTIONAL	
  STRATEGIES	
  



•  Policy	
  choice	
  1	
  

•  Policy	
  choice	
  N+1	
  

•  Policy	
  choice	
  2N+1	
  

•  Policy	
  choice	
  2	
  

•  Policy	
  choice	
  N+2	
  

•  Policy	
  choice	
  2N+1	
  

•  Policy	
  choice	
  N	
  

•  Policy	
  choice	
  2N	
  

•  Policy	
  choice	
  3N	
  

Area	
  of	
  Interest	
  1	
   Area	
  of	
  Interest	
  2	
   Area	
  of	
  Interest	
  N	
  …	
  

Area	
  of	
  Interest	
  1	
  

•  Policy	
  choice	
  1	
  

•  Policy	
  choice	
  2	
  

•  Policy	
  choice	
  3	
  

Area	
  of	
  Interest	
  2	
  

•  Policy	
  choice	
  4	
  

•  Policy	
  choice	
  5	
  

•  Policy	
  choice	
  6	
  

Area	
  of	
  Interest	
  N	
  

•  Policy	
  choice	
  3N-­‐2	
  

•  Policy	
  choice	
  3N-­‐1	
  

•  Policy	
  choice	
  3N	
  

…	
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65	
  
policy	
  
choices	
  

59	
  
policy	
  
choices	
  

21	
  
policy	
  
choices	
  

No=ce	
  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	
  
elabora=ng	
  on	
  how	
  the	
  choices	
  can	
  be	
  implemented.	
  



Current	
  Strategy	
   Enhanced	
  Strategy	
  

Compe;;ve	
  advantage	
   Pursue	
  leadership	
  in	
  quality	
  and	
  knowledge.	
  
Offer	
  consistent	
  high-­‐quality	
  products.	
  Pursue	
  leadership	
  in	
  quality	
  
and	
  knowledge.	
  Offer	
  long	
  term,	
  mutually	
  profitable	
  rela=onships.	
  

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	
  mul=ple-­‐=er	
  inventory	
  policy.	
  Keep	
  stable	
  inventory	
  levels	
  

for	
  all	
  items.	
  Strive	
  to	
  minimize	
  the	
  level	
  of	
  working	
  capital.	
  

Manufacturing	
   Use	
  large	
  scale	
  produc=on	
  lines	
  
and	
  avoid	
  change-­‐overs.	
  

Manufacture	
  in	
  flexible	
  facili=es,	
  with	
  standardized,	
  repeatable	
  
processes.	
  Match	
  the	
  manufacturing	
  capability	
  to	
  the	
  local	
  product	
  

mix,	
  to	
  the	
  extent	
  that	
  it	
  is	
  economically	
  jus=fied.	
  

Innova;on	
   Have	
  no	
  clear	
  innova=on	
  policy	
  
currently	
  in	
  place.	
  

Give	
  innova=on	
  the	
  preeminence	
  of	
  a	
  core	
  competency.	
  Create	
  
new	
  markets	
  for	
  exis=ng	
  products	
  (market-­‐driven	
  innova=on).	
  

Create	
  new	
  products	
  (product-­‐driven	
  innova=on).	
  

Procurement	
   Procure	
  strategic	
  raw	
  materials	
  
at	
  the	
  corporate	
  level.	
  

Improve	
  our	
  collabora=on	
  with	
  key	
  suppliers	
  at	
  a	
  strategic	
  level.	
  
Ac=vely	
  pursue	
  mechanisms	
  to	
  ensure	
  availability	
  of	
  raw	
  materials	
  
at	
  low	
  cost.	
  Procure	
  strategic	
  raw	
  materials	
  at	
  the	
  corporate	
  level.	
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FOR	
  THE	
  LONG	
  TERM	
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How should we deal with the challenges posed by a 

highly unpredictable and dynamic business 

environment in which step changes are frequent?	
  



Plan for the known and prepare for the unknown  
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Planning	
  versus	
  Prepara=on	
  

PLAN!
!
 
 

PREPARE!
!
!
 

Time 
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Decision-­‐making	
  in	
  unpredictable	
  environment	
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Today	
  

Divergent "
Exploration"

Convergent "
Evaluation"

Execution"Decision "
Analysis"

A
L
T
E
R
N
A
T
I
V
E
S

Business	
  
and	
  Supply	
  

Chain	
  
Strategy	
  

Suspend your beliefs 
Incomplete 

& inaccurate 
information	
  

Keep options open 
for a long time	
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Divergent	
  explora=on	
  –	
  Stretching	
  
imagina=on	
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Today 



Convergent	
  evalua=on	
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Contingent Implications"

Scenario Implications"

Robust Implications"

No "
Gainer"

No "
Brainer"

No "
Regret" Detailed 

Review"
Risk"

Management"
Sensors"

in the"
 Ground"



Q	
  &	
  A	
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