Switch On Your Supply Chain Vision

Introduction

For decades, retail and wholesale businesses have used supply chain execution systems to improve their ability to satisfy demand for product from retail stores. These systems have evolved from variable home-developed mainframe systems through to sophisticated GUI packages running in web browsers. In general, the aims of these systems were similar, to quickly move the product through the supply chain at low cost, to ensure a high level of service for the retail stores and to do so with the minimum amount of investment in stock except where investment purchase opportunities exist. The systems have evolved to make this possible but operate, of course, in an imperfect world. 

So what are the key obstacles that stand in the way of a more efficient supply chain operation, and what solutions exist to overcome these problems?

Constraints Preventing Supply Chain Nirvana

Unfortunately, customers have a habit of buying more or less than was thought as they react to price changes, advertising, in-store promotions, weather changes and many other variables that can cause short-term variability in consumer demand, and this, in turn, is reflected in the orders placed on the distribution centres. 

The next problem is the suppliers’ insistence on requiring minimum loads, creating a saw-tooth effect on inventory rather than a smooth continuous flow. In addition, delivery from suppliers is not always reliable, often due to factors beyond their control, meaning that additional safety stock must be held in order to ensure that service level targets are met. 

Misplaced, damaged or stolen stock also confuses the supply chain systems, resulting in pick instructions being generated by a system trying to send virtual inventory which is available only within the memory of the computer system.

Doing the Right Things and Doing Things Right

Retailers have responded by gradually increasing their efficiencies throughout the supply chain. But without the correct metrics to hand, these efforts are sometimes misplaced i.e. getting better at doing the wrong things. An example would be getting faster and better at put-away and let-down operations in the Distribution Centre, when a stockless distribution method would be more appropriate.

The Cost of Getting it Wrong

There have been many recent examples of businesses, for example top supermarket chains, which have slid down the rankings on the basis of less than optimum supply chain performance. Being unable to identify clearly where the problems exist and therefore being unable to correct them can be catastrophic. Inefficient supply chain performance typically results in higher costs than competitors leading to a combination of poorer margins and higher prices for consumers. The other aspect affecting the consumer is where flawed forecasting and ordering practices generate low availability in the distribution centres and this will usually translate into low availability on the shelf. Faced with a combination of comparatively poor value and low availability, many consumers will vote with their feet.

Resultant lower sales mean lower velocities through the distribution network and inherently this will give poorer stock-turns and increased unit costs. This is the slippery slope that many businesses are facing today.

Solving the Problem by Increasing Visibility Across the Supply Chain

Controlling and managing a logistics operation relies on having visibility of information about stocks, flows and performance within the supply chain.  This information must also be presented in a manner that is easy to assimilate, presents exceptions wherever possible, and most importantly based on current, accurate data. It is partially about tracking expected deliveries, but this is just a small part. The key information required tends to break down into three main areas:

1. Performance / efficiency of the internal logistics operation

2. Managing inventory by exception

3. Managing suppliers i.e. external logistics

Example important questions to which answers must easily be available include:

· What is my pick/let-down/put-away rate across my distribution centres?

· How does performance relate to standard times across days of the week?

· Which lines are carrying more than 15 days of stock?

· Which lines are projected to have stock shortages tomorrow?

· Where were the service levels to customers less than 98%?

· Which suppliers are delivering more than two hours from the original appointment time?

· Which suppliers are delivering with shortages exceeding 1%?

· For which suppliers does factory gate pricing give me an advantage over the full landed cost?

· What is my vehicle utilisation including backhaul?

Tools that supply this kind of information represent a path forward, an opportunity to maintain and grow market position. Initial measurement and a programme of continuous improvement will keep retail and wholesale businesses on track.

Supply Chain Intelligence Tools Provide Enhanced Visibility

Fortunately, there are tools available today that enable greater supply chain efficiencies, and these stem from a close coupling of Business Analytics and Supply Chain Execution. Analysts have identified a new breed of software tools to manage this task, and these have been branded ‘Supply Chain Intelligence’ or ‘SCI’. 

There are two important differences between packaged software of this type and the alternatives of generic packaged data warehouse software or homegrown applications. Firstly, SCI applications are quick to configure and deliver results. They typically come packaged with adapters for easy connectivity to the operational database, but have a separate database for performance reasons. Secondly, SCI operations bring best practice into the organisation by providing standard views including important KPIs, which may not be monitored currently. 

The embedded deep domain expertise available in specialist SCI applications is critical to getting results from these applications quickly and effectively.  Fortunately, there are applications where Supply Chain Intelligence comes already linked to Supply Chain Execution software for an even faster start.  Taking advantage of such technology is critical to help companies react more quickly to changing consumer demands and start identifying previously invisible problem areas.  For retailers wanting an edge in an increasingly competitive market, switching on full supply chain vision should be the first step!

