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General
Information

Welcome
Attendees

Conference Hours:
Monday, June 11, 2007 ..........................................7:00 a.m. – 5:15 p.m.
Tuesday, June 12, 2007 ..........................................8:00 a.m. – 5:00 p.m.
Wednesday, June 13, 2007......................................7:00 a.m. – 5:00 p.m.

Registration Hours:
Sunday, June 10, 2007 ............................................10:00 a.m. – 5:00 p.m.
Monday, June 11, 2007 .......................................... 6:30 a.m. – 5:00 p.m.
Tuesday, June 12, 2007 ..........................................7:00 a.m. – 5:00 p.m.
Wednesday, June 13, 2007......................................7:00 a.m. – 5:00 p.m.

Monday & Wednesday
• Supply Chain Finance Super Session will be held in room National Ballroom A
• Workforce Development Super Session will be held in room National Ballroom B
• Supply Chain Collaboration Super Session will be held in room National Ballroom C
• Demand Drive Supply Chain Super Session will be held in room National Ballroom D

Tuesday
• Best Practices Track will be held in National Ballroom A
• Hot Topics Track will be held in National Ballroom B
• Transportation Issues Track will be held in National Ballroom C
• Future Trends and Issues Track will be held in National Ballroom D

Monday & Tuesday
• Peer Group Roundtables will be held in National Ballroom C
• Breakfast with Mentors will be held in National Ballroom C (Monday & Wednesday ONLY)
• Tuesday lunch will be held in International Ballroom III
• Monday & Wednesday lunch will be held in National Ballrooms A, B, C & D as part of each
Super Session

On behalf of the Distribution Business Management Association, and its
affiliated member companies and Universities, I would like to welcome
you to the 2007 Supply Chain Leaders in Action Conference. This program is truly a “one of a kind” event allowing participants from all facets of supply
chain management to work and learn together in an effort to improve the way we all
do business. There is no other organization that I am aware of that affords supply
chain professionals the opportunity for focused study in concert with suppliers, service providers, transportation providers and retailers all at the same table. Additionally,
because this is a “by invitation only” group of members selected from Fortune 1000
companies, you know that you are in an environment populated by the cream of the
crop.
I hope that as you go through the curriculum over the next few days you will come
to recognize the great amount of effort that went into developing the program. The
Executive Education Committee, along with many dedicated professors from prestigious universities around the world and a host of volunteer executives from our
member companies, took input from the member companies and compiled four
Super Sessions designed to address some of the most pressing issues you face back
on the job. The four main topics are Supply Chain Finance, Workforce Development,
Demand Driven Supply Chains and Supply Chain Collaboration. This seems like a lot,
but it is only the beginning. Based on your input after this conference, we will continue to build on and refine our course of study for future programs. Please think of
this as your personal development program and let us know what you need to be
successful. We truly value and need your feedback in order to formulate our next
steps.
Finally, I hope that you will enjoy your time at the conference. I encourage you to
network with all of the participants and attendees. You never know where the next
breakthrough idea in supply chain is going to come from. So, please, forge new
alliances, share your ideas freely and be open to the ideas of others. This is your conference and it is our intention to make it meaningful and memorable. Thank you for
being here!
Sincerely,

Registration Desk
The registration desk is located directly across from National Ballroom C in the
rotunda area.
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Kevin F. Smith
Senior Vice President
Supply Chain & Logistics
CVS Pharmacy &
Chairman DBMA / SCLA
Education Committee
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2007 Lab
Participants

Avery Dennison

Lexmark

The On-Point Group

webMethods

Demand Driven Supply Chain Lab
Super Session

Supply Chain Collaboration Lab
Super Session

Supply Chain Finance Lab Super
Session

Demand Driven Supply Chain Lab
Super Session

4350 Avery Drive
Flowery Branch, GA 30542
Ph: 770-967-5706

740 West New Circle Rd, 3rd Floor
Lexington, KY 40550
Ph: 859-232-1728
Lexmark’s Intelligent Logistics Solutions
Lexmark’s industry-specific solutions help to
reduce costs in your manufacturing, distribution and retail operations, while improving quality and productivity levels. Their
implementation allows for flexibility in
addressing your specific process needs and
assures compliance is attained in a secure
workflow environment.

1565 Lantern Hill Drive
Wadsworth, OH 44281
Ph: 330-335-2587
The On-Point Group helps companies
begin to grapple with the epic changes
required by our society’s movement to a
demand economy, unlocking hidden value
in their demand/supply environments. The
On-Point Group is the thought leader in
practical applications of DDSN principles
with our Demand-based Supply™ systems.
Using simulation, combined with cost optimization and experienced-honed business
wisdom, we help companies realize their
best supply networks, focusing on value.

11675 Great Oaks Way, Ste. 130
Alpharetta, GA 30022
Ph: 770-887-2847
webMethods provides business process
integration to the world’s largest corporations and government agencies.
webMethods’ flagship product suite,
webMethods Fabric, is the only integrated
software platform to deliver both SOA and
BPM, delivering improved supply chain
performance to our customers around the
globe. With webMethods, customers can
take a process-centric approach to their
business problems, allowing them to leverage their existing IT assets, dramatically
improve business process productivity and
ROI, and rapidly create competitive advantage by making their business processes
work harder for their company.
webMethods is headquartered in Fairfax,
VA.

Avery Dennison is a global leader in pressure-sensitive labeling materials, office
products and retail tag, ticketing and
branding systems.
Based in Pasadena, Calif., Avery Dennison is
a FORTUNE 500 company with
2005 sales of $5.5 billion. Avery Dennison
employs more than 22,000 individuals in
48 countries worldwide who apply the
Company's technologies to develop, manufacture and market a wide range of products for both consumer and industrial markets. Products offered by Avery Dennison
include Avery-brand office products and
graphics imaging media, Fasson-brand selfadhesive materials, peel-and-stick postage
stamps, reflective highway safety products,
labels for a wide variety of automotive,
industrial and durable goods applications,
brand identification and supply chain management products for the retail and apparel
industries, and specialty tapes and polymers. Avery Dennison RFID is a business
unit of Avery Dennison Corporation that
manufactures and markets RFID inlays
through an international network of converters. More can be found at: www.averydennison.com

With 70% of the top 20 U.S. manufacturers
relying on Lexmark technology, isn’t it time
your company learned more about how
Lexmark can help you to print smarter,
save money and get more done?

Spherion
Workforce Development Lab
Super Session
2050 Spectrum Blvd.
Ft. Lauderdale, FL 33309
Ph: 954-308-4459
Spherion is a leading recruiting and staffing
company that takes an integrated
approach to delivering solutions that meet
the evolving needs and priorities of companies and candidates. Since it’s founding in
1946, Spherion has been helping companies efficiently plan for, acquire and optimize talent to improve their bottom line
performance. Visit Spherion’s website at
www.spherion.com for more information
on how Spherion’s services and outsourcing solutions can benefit you today.

4

5

Sunday, June 10, 2007
Pre-Conference Day Supply Chain Leaders in Action
10:00 am –
5:00 pm

Registration Opens - Rotunda

11:00 am –
12:00 noon

Mentor meeting – International Ballroom III

1:00 pm –
5:00 pm

Golf Tournament – Champions Gate Golf Club

5:30 pm –
7:30 pm

Welcome Reception – Held at Champions Gate Golf Club

Monday, June 11, 2007 –
SCLA Conference
Super
Sessions

Supply Chain Finance
Room: National
Ballroom A

Workforce
Development
Room: National
Ballroom B

Supply Chain
Collaboration
Room: National
Ballroom C

Demand Driven Supply
Chain
Room: National
Ballroom D

Track
Chairs

Dr. Tom Goldsby,
University of Kentucky
Dr. David Menachof,
City University, London

Dr. Brian Gibson,
Auburn University
Dr. Joe Hanna, Auburn
University

Dr. Keith Helferich,
Central Michigan
University
Dr. George Haley,
University of New Haven

Dr. Arnold Maltz,
Arizona State University
Dr. Richard Dawe,
Golden Gate University

7:00 – 8:00

Breakfast with SCLA Faculty Mentor and Program Overview
Room: National Ballroom C

8:00 – 9:15

Welcome: Amy Thorn, Executive Director, DBM and Kevin Smith, 2007 SCLA Chairman & SVP of Supply Chain
& Logistics, CVS/pharmacy
Keynote Panel: “Merger’s & Acquisitions: A Roadmap for Success”, Moderator: Ron Link, CVS/pharmacy
Panelists: Allison Campbell, Johnson & Johnson, Terry Gilbert, Roadway & Reggie Smith, Procter & Gamble
Room: National Ballroom C
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9:30 - 10:15

Overview of Supply
Chain Finance

Overview of Workforce
Development

Overview of Supply
Chain Collaboration

Overview of Demand
Driven Supply Chains

10:30 –
11:30

Industry Issues Panel:
Applying Financial Tools
to SCM –Tom Perdue,
NYK & Jim LaBounty,
JCPenney

Industry Issues Panel:
Best Practices in
Workforce Development
Tom Christian, CVS/
pharmacy, Tony Gabrielli,
Bayer

Industry Issues Panel:
Making SC Collaboration
Work – Kevin Smith,
CVS/pharmacy, Bruce
Hancock, Hershey &
Nicolle Hazlett, Ryder

Industry Issues Panel:
Putting DDSC into Practice
–Rodney Freeman,
Schering-Plough, Jeff
Brashares, Pacer, John
Rutherford, DFS & James
Crump, webMethods

11:45-12:15

Finance Case Study
Introduction

Workforce Case Study
Introduction

Collaboration Case Study DDSC Case Study
Introduction
Introduction

12:15 – 1:30

Working Lunch – Case
Discussion & Analysis

Working Lunch – Case
Discussion & Analysis

Working Lunch –Case
Discussion & Analysis

1:45 – 2:45

Finance Case Study
Discussion

Workforce Case Study
Discussion

Collaboration Case Study DDSC Case Study
Discussion
Discussion

3:00 – 4:00

Lab Super Session &
Debrief – The On-Point
Group

Lab Super Session &
Debrief – Spherion

Lab Super Session &
Debrief – Lexmark
International

4:15 – 5:15

Peer Group Roundtables with Faculty Mentor: Topic to be Peer Group Specific
Room: National Ballroom C
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Working Lunch – Case
Discussion & Analysis

Lab Super Session & Debrief
– Avery Dennison &
webMethods

Wednesday, June 13, 2007 –
SCLA Conference

Tuesday, June 12, 2007 –
SCLA Conference
Track
Theme

Best Practices
Room: National
Ballroom A

Hot Topics
Room: National
Ballroom B

Transportation Issues
Room: National
Ballroom C

Future Trends & Issues
Room: National
Ballroom D

Track
Chairs

Dr. Richard Young,
Penn State University

Dr. Alex Sommers,
University of New Haven

Dr. Garland Chow,
University of British
Columbian

Dr. Jennifer Blackhurst
Iowa State University

8:00 – 9:00

Keynote : “Infra-Structure in the Future”, Moderator: Dr. Richard Young, Penn State University
Panelists: Don Horning, Roadway, Peter Keller, NYK, George Duggan, BNSF & Dr. David Menachof, City
University, London
Room: National Ballroom C

9:15 – 10:15

“Importing from China:
Challenges to Landed
Total Cost on the Asian
Side of the Supply Chain”
Dr. Garland Chow,
University of British
Columbia
Panelist: Jim LaBounty,
JCPenney, Ron Marotta,
NYK & Dan Morrissey,
Abbott

“The Flow of Goods:
Understanding the
Supply Chain all the Way
Through the Shelf”, Billy
Boykins, Procter &
Gamble

“Importing from China:
Challenges to Landed
Total Cost on the North
American Side of the
Supply Chain”, Part Two
Dr. Richard Young,
Penn State University
Panelist: Jim LaBounty,
JCPenney, Ron Marotta,
NYK & Dan Morrissey,
Abbott

“Leveraging RFID to
Drive Value in Your
Supply Chain”, Phil
Therrien, Kimberly-Clark

9:30 - 10:15

10:30 –11:30

“Collaborating to Create
Capacity”,
Moderator: Dr. Joe
Hanna, Auburn
University
Panelists: Chuck DeLutis,
Roadway, Joe Myers,
Bayer & Bruce Hancock,
The Hershey Company

“Inbound and Outbound
Visibility to Help
Leverage Price and
Capacity – Do You have
the Entire Supply
Chain in View?”, George
Duggan, BNSF & John
Rutherford, DFS

“The Internet’s Impact on
the Supply Chain”
Moderator: Dr. Richard
Dawe, Golden Gate
University
Panelists: Jack Buffington,
Molson Coors & Dan
Marous, Staples, Inc.

"Mass Customization:
Forecasting for the
Individual Consumer"
Moderator: Dr. Asoo
Vakharia, University of
Florida
Panelists: Dr. Robert Jacobs,
Indiana State University &
Jeff Regan, Watson
Pharmaceutical

Super
Sessions

Supply Chain Finance
Room: National
Ballroom A

Workforce
Development
Room: National
Ballroom B

Supply Chain
Collaboration
Room: National
Ballroom C

Demand Driven Supply
Chain
Room: National
Ballroom D

Track
Chairs

Dr. Tom Goldsby,
University of Kentucky
Dr. David Menachof,
City University, London

Dr. Brian Gibson,
Auburn University
Dr. Joe Hanna, Auburn
University

Dr. Keith Helferich,
Central Michigan
University
Dr. George Haley,
University of New Haven

Dr. Arnold Maltz,
Arizona State University
Dr. Richard Dawe,
Golden Gate University

7:00 – 8:00

Breakfast with SCLA Faculty Mentor
Room: National Ballroom C

8:00 – 9:15

Keynote: “The Paradigm Shift: Recruiting, Developing & Retaining Talent”, Mike Theilmann, VP
of Human Resource, JCPenney
Room: National Ballroom C

9:30 - 10:15

Overview of Supply
Chain Finance

Overview of Workforce
Development

Overview of Supply
Chain Collaboration

Overview of Demand
Driven Supply Chains

10:30 –
11:30

Industry Issues Panel:
Applying Financial Tools
to SCM –Tom Perdue,
NYK & Jim LaBounty,
JCPenney

Industry Issues Panel:
Best Practices in
Workforce Development
Tom Christian, CVS/
pharmacy, John Herzig,
Bayer & Pete Crowley,
Roadway

Industry Issues Panel:
Making SC Collaboration
Work – Kevin Smith,
CVS/pharmacy, Bruce
Hancock, Hershey &
Nicolle Hazlett, Ryder

Industry Issues Panel:
Putting DDSC into Practice
–Rodney Freeman,
Schering-Plough, Jeff
Brashares, Pacer, John
Rutherford, DFS & Andy
Holman, Avery Dennison

11:45-12:15

Finance Case Study
Introduction

Workforce Case Study
Introduction

Collaboration Case Study DDSC Case Study
Introduction
Introduction

12:15 – 1:30

Working Lunch – Case
Discussion & Analysis

Working Lunch – Case
Discussion & Analysis

Working Lunch –Case
Discussion & Analysis

1:45 – 2:45

Finance Case Study
Discussion

Workforce Case Study
Discussion

Collaboration Case Study DDSC Case Study
Discussion
Discussion

Lab Super Session &
Debrief – Spherion

Lab Super Session &
Debrief – Lexmark
International

Working Lunch – Case
Discussion & Analysis

11:45-12:45

Lunch and Learn Sessions – SCLA Companies Meet with Faculty Mentor
Room: International Ballroom III

1:00 – 1:45

“Global Sourcing”, Dr.
“Supply Chain: 2010”,
Asoo Vakharia, University Dr. Rhonda Lummus,
of Florida
Iowa State University

“Transportation
Management 2020”,
Rick Schart, JCPenney

“Data Overload: The Agile
Supply Chain”, Jack
Buffington, Molson-Coors

3:00 – 4:00

“Supplier Development
& Collaboration
Compliance”, Tom
Vandenbush, JCPenney

“Sustainability is Good
Business”, Dr. Steven
Dunn, University of
Wisconsin at Oshkosh &
Dr. Richard Young, Penn
State University

“Supply Chain 2010”,
Facilitators: Dr. Rhonda
Lummus, Iowa State
University & Dr. Bob Jacobs,
Indiana University

Lab Super Session &
Debrief – The On-Point
Group

4:15 – 5:15

Closing Keynote Panel : “SCLA 2007: It’s a Wrap” Moderated by: Kevin Smith, SVP Supply
Chain & Logistics, CVS/pharmacy Panelists: Jim LaBounty, SVP Supply Chain, JCPenney, Don
Ralph, SVP Logistics, Staples, Inc. , Tom Purdue, NYK and Donna Gilbert, Henry Schein,
Dr. Tom Goldsby, University of Kentucky, Arnold Maltz, Arizona State University, Dr. Brian
Gibson, Auburn University & Dr. George Haley, University of New Haven

2:00 – 2:45

“Managing Risk in the
Supply Chain: Identifying
Weaknesses &
Vulnerabilities”,
Dr. Jennifer Blackhurst,
Iowa State University

3:00 – 4:00

Peer Group Roundtables with Faculty Mentor: Topic to be Peer Group Specific Room: National Ballroom C

4:15 – 5:00

Keynote: "Staples and Sustainable Business…Doing Business in the 21st Century”, Mark Buckley,
Vice President of Environmental Affairs, Staples, Inc. Room: National Ballroom C

6:30 – 11:00

Circle of Excellence Award Dinner – Reception from 6:30 - 7:30 (Formal Pool) • Award Banquet 7:30 - 9:30
in the Champions Gate Room. Dessert buffet/Cigars & brandy following the award ceremony. (Formal Pool)
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Room: National Ballroom C
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Lab Super Session & Debrief
– Avery Dennison &
webMethods

Session Abstracts
Day One
Monday, June 11, 2007

integration of 11 acquired distribution centers into the existing CVS network. These integrations included 6 Revco, 1
Arbor, 3 Eckerd and 1 Albertson’s DC.

Keynote Panel:
“Merger’s & Acquisitions:
A Roadmap for Success”
8:00 am – 9:15 am
Room: National Ballroom C

In 1997, Ron was promoted to his current role of Vice
President of Logistics. Ron is responsible for the development of Logistics and DC Operations strategies and driving
industry leading service performance & profitability. He
oversees four regional DC operations consisting of 14 distribution centers with over 8,500 associates. Also, Ron is
responsible for Transportation, Corporate Logistics Planning,
Network Implementation and Strategy; Network engineering-Process and Methods, Financial Reporting and Analysis
and Supply Chain strategy.

Moderator: Ron Link, VP of Logistics, CVS/pharmacy
Panelists: Terry Gilbert, President, Roadway, Reggie Smith,
Product Supply Manager, Procter & Gamble & Allison
Campbell, Director, Logistics, Johnson & Johnson

replenishment, trade customization and revenue management.

University’s Cass Business School in London, England. Dr.
Menachof received his doctorate from the University of
Tennessee, and was the recipient of the Council of Logistics
Management's Doctoral Dissertation Award in 1993. He has
previously taught at the University of Charleston, South
Carolina, and the University of Plymouth, England. In addition, he is a Fulbright Scholar, having spent an academic
year in Odessa, Ukraine as part of the grant and is currently
on the roster of the Fulbright Senior Specialist Candidates
list, as an expert in Logistics and Distribution. Dr. Menachof’s
work has been published and presented in journals and conference around the world. His current research interests
include ERP and IT (including e-commerce) issues related to
logistics, global supply chain issues, reverse logistics, liner
shipping and containerisation, and financial techniques applicable to logistics.

Allison Campbell is currently Director, Logistics in the SLC
and manages Network Performance and Supply Chain
Strategy. Allison is also responsible for integrating the Pfizer
Consumer Healthcare business into the J&J network; which is
the largest Consumer acquisition in J&J history.
Allison has an extensive background in Supply Chain
Management including Demand Planning, Manufacturing,
Customer Service, and Information Technology. Prior to J&J,
Allison has a proven track record developing and executing
large scale business initiatives at Pfizer and Novartis- including acquisitions, divestitures, and Rx-to-OTC switches.

Terry Gilbert, President, Roadway
Biography:
As president of Roadway, Terrence M. Gilbert
is responsible for the direction and executive
management of Roadway in the United
States and Reimer Express Lines, a wholly owned subsidiary
of Roadway, in Canada. Both companies are leading
providers of domestic and global supply chain services for
North American businesses shipping industrial, commercial,
and retail goods. He was named president in January 2007.

Abstract:
This keynote session will provide detailed insight into the
recently completed acquisition by CVS Caremark of 700
Albertsons freestanding drugstores and a related million
square foot distribution center. CVS Caremark has grown significantly through numerous acquisitions and is now the #1
pharmacy healthcare provider in the world, dispensing a billion prescriptions a year. Likewise, The Proctor & Gamble
Company, Johnson & Johnson, and Roadway Express are all
leaders in their respective industries, and each had a significant role in the successful completion of this enormous
undertaking.

From 2004 until 2007, Gilbert served as executive vice president–sales and marketing. In this position, he was responsible for functions aimed at growing revenues, yield and market share for Roadway and Reimer Express Lines. Gilbert
joined Roadway in 1979 in Peoria, Ill.

Detailed information regarding the philosophy, planning,
and execution aspects of the acquisition will be presented,
providing a view into a process that encompasses highly visible consumer recognition milestones, yet is driven by a
much larger, behind the scenes project planning and management effort.

Reggie Smith, Product Supply
Manager, The Procter & Gamble
Biography:
Reggie is a Product Supply Manager for
Procter & Gamble—a global consumer packaged goods manufacturer of more than 300 brands, including such brands as Tide, Bounty, Crest, Duracell, Folgers,
Gillette, Olay, and Pampers. P&G has operations in more
than 160 countries and has annual sales of more than $70
billion. Reggie has been with P&G for 18 years. He is originally from Virginia and is a graduate of both The Virginia
Military Institute and Florida Tech. Reggie’s supply chain
experience includes assignments in manufacturing operations (production, material supply, and packing) and customer services operations/

This session is unique in that the participants are all real
world supply chain partners, who collaboratively participated
in the acquisition and conversion process. The framework
presented will provide the audience with information and
insight from the Retailer, CPG Manufacturer, and Logistics
Service Provider perspectives regarding a common undertaking with a common set of goals.
Due to the unique membership structure and academic
focus of the DBMA / SCLA, this is likely the only industry
forum in which a collaborative presentation of this sort, dealing with a real-life acquisition by key participants could be
assembled.

logistics. He is currently responsible for P&G/CVS finished
product supply operations. Reggie and his wife have two
daughters.

Ron Link, VP of Logistics,
CVS/pharmacy

Allison Campbell, Director, Logistics,
Johnson & Johnson

Biography:
Ron Link is Vice President of Logistics for
CVS/pharmacy. CVS is America’s #1 pharmacy with over 6100 stores in 43 states and the District of
Columbia. Ron started his career with CVS/pharmacy in
1994 as the Director of Operations for our Lumberton, New
Jersey Distribution Center. Since 1997, Ron has lead
Logistics Integration Teams which were responsible for the

Biography:
The Johnson & Johnson Sales and Logistics
Company (SLC) supports $7 billion in annual
product shipments between the J&J Consumer Companies
and their retail partners. SLC services include order management, distribution, transportation, collaborative forecasting,
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Supply Chain Finance Super Session
9:30 am – 4:00 pm, Monday
9:15 am – 3:45 pm Wednesday
Room: National Ballroom A

Abstract:
This super session will investigate financial methods applicable to logistics and supply chain managerial decision making.
The objective is to provide the participant with easy to use
techniques that can be readily used following the conclusion
of the Super Session. The session will consist of these components:

Dr. Thomas Goldsby, Ph.D., Assoc.
Professor of Supply Chain
Management, University of Kentucky

Overview of Supply Chain Finance
9:30 am – 10:15 am

Biography:
Dr. Thomas J. Goldsby is Associate Professor
of Supply Chain Management at the University of Kentucky.
He has held previous faculty appointments at The Ohio State
University and Iowa State University. Dr. Goldsby holds a
B.S. in Business Administration from the University of
Evansville, M.B.A. from the University of Kentucky, and Ph.D.
in Marketing and Logistics from Michigan State University.
Prior to entering academe, Dr. Goldsby was a Logistics
Analyst for the Valvoline Company. He previously worked for
the Transportation Research Board of the National Academy
of Sciences in Washington, D.C. and as a research fellow at
the University of Kentucky Transportation Research Center.
He has also served as a consultant to manufacturers, retailers,
and logistics service providers.

Presented by Dr.Tom Goldsby and Dr. David Menachof
• Review of Financial Concepts: Getting back up to speed
• Strategic Profit Model - Impact on the bottom line
• Net Present Value
• Inventory Velocity
• Cash to Cash Cycle
• Activity Based Costing/Activity Based Management
• Existing research, applications, and examples
• Experience of participants

Industry Issues Panel Discussion
10:30 am – 11:30 am
Industry Panel Members:
Jim LaBounty, SVP Logistics, JCPenney and Tom Perdue,
EVP & COO, NYK

Dr. Goldsby’s research interests focus on logistics customer
service and supply chain integration. He also has interest in
the theory and practice of lean and agile supply chain strategies. He has published several articles in academic and professional journals and serves as a frequent speaker at academic conferences, executive education seminars, and professional meetings.

• Review of Industry Issues and Opportunities for SCF
• Participation of DBM SCLA members to calculate their
firms’ cash-to-cash metrics. Discussion of metrics and
suggestions on how to implement SCF initiatives

Dr. David Menachof, Ph.D., Senior
Lecturer in International Logistics &
Distribution, City University, London

• Additional Industry Issues and Successful SCF initiatives
• Presentation and Discussion of the Process Steps for
Successful SCF initiatives

Biography:

• Technology, process and organization design for success

David Menachof is Senior Lecturer in
International Logistics and Distribution and Director of the
MSc in Logistics, Trade and Finance degree at City
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Case Study
11:45 am – 12:15 pm

The strategic objectives defined in the BOL Case Study presented in the early portion of the session, are directly
addressed in the business simulation part 2. Including;

Introduced by Dr. Tom Goldsby and Dr. David Menachof

• “Tailored” customer services to individual preferences
• High availability with increased product complexity
• Make-to-order or Finish-to-order capability
• Increased visibility of key financial measures

• Explanation of tasks & discussion (Box O’ Lightning case)
• Formation of teams

Working Lunch with
multiple facilitators
12:15 pm – 1:30 pm

Workforce Development
Super Session
9:30 am – 4:00 pm Monday
9:15 am – 3:45 pm Wednesday
Room: National Ballroom B

• Teams will have time to discuss and prepare:
– Situation Analysis
– Outcomes as a result of the ABC analysis
– Lessons learned from the change to ABC
– Information sharing & technology requirements
– Defining performance measures and cost drivers
– Own firm implementation issues

Dr. Brian Gibson, Ph.D., Assoc.
Professor in Department of Aviation
Management & Logistics, Auburn
University

Case Study Debriefing and
Report from teams
1:45 pm – 2: 45 pm

Biography:
Dr. Brian Gibson serves as Associate Professor
of Logistics in the Department of Aviation Management and
Logistics at Auburn University. He is the program coordinator for the Logistics major and teaches a variety of transportation, logistics, and supply chain management courses at
the undergraduate and graduate levels.

• Define and discuss primary issues
• Provide approach to develop solutions
• Present case study solution alternatives
• Track Chairs to provide summary of case findings

Dr. Gibson has more than fifteen years of industry, consulting, and training experience in the logistics field, including
recent projects with Accenture, the Council of Supply Chain
Management Professionals, IKEA, and Purolator USA. He
earned his doctoral degree from the University of Tennessee,
an MBA degree from Wayne State University, and an undergraduate degree from Central Michigan University.

Super Session Lab Abstract
3:00 pm – 4:00 pm
The On-Point Group:
The finance session will include a “Hands-On” business
simulation game. In this session, participants will run a company while playing individual roles; Marketing, Planning,
Procurement, Production, Distribution and Customer Service.
During the early portion of the game, the company will be
run using traditional methods such as ERP and safety stocks
by SKU.

Dr. Joe Hanna, Ph.D., Professor of
Supply Chain Management,
Auburn University
Biography:
Joe B. Hanna (PhD. New Mexico State) currently serves as Professor of Supply Chain Management at
Auburn University. Dr. Hanna is active in the undergraduate
and graduate programs and also participates in Auburn’s
executive and customized MBA programs. In addition, he is
active in executive education, having consulted with several
firms including Hyundai, Menlo Logistics and others on various supply chain related topics. In addition, Dr. Hanna has
served as an expert advisor and witness in hearings involving
the acquisition process and the use of 3PL’s to conduct supply chain services for a large client.

During the second portion of the game, new demand driven
management systems will be introduced to replace the logic
and management methods in traditional approaches. The
new demand-based fundamentals include: a Value Spaces,
Demand Management Meeting, Inventory Standards, Ratebased Planning, Families, Customer-centric metrics and
Throughput.
The tools presented in part 2 will give you experience with
new and powerful financial control capabilities.
• Timely comparisons of actual to the business plan at an
actionable level

Dr. Hanna’s accounting and logistics background, coupled
with his practical business experience have helped to produce the following areas of research interest and expertise:
performing transportation supplier selection and evaluation,
cost and price analysis and supplier negotiation, third-party
logistics provider metrics and evaluation, and supplier con-

• Financial projects based on actual forward operational plans
• Mix, Margins, Inventory, Revenue, Fixed Cost absorption
data and operational metrics are all measured
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Case Study Scenarios
11:45 am – 12:15 pm

tract relationships. Dr. Hanna has been fortunate enough to
be recognized for excellence in research, teaching, and outreach by Auburn University and has received a distinguished
educator award from an international organization focusing
on transportation related issues.

Participants will be introduced to a variety of workforce
development challenge scenarios. Teams will be formed and
a set of mini-cases describing hiring, training, and evaluation
situations will be distributed to each team for analysis.

Abstract:
What’s one of the most pressing supply chain challenges? It
isn’t technology, fuel costs, or regulation - it’s PEOPLE.
Between the graying of the workforce, competition for labor
from other industries, and the growing demand for SCM
expertise, we face a prolonged shortage of experienced supply chain human resources from the driver to the executive
ranks. The challenge for your organization is to build and
retain a talent pool that is capable of backfilling key supply
chain positions likely to open over the next five years. The
session will consist of these components:

Working Lunch
12:15 pm – 1:30 pm
With the assistance of facilitators, teams will discuss assigned
scenarios and complete case analysis forms.
• Areas of opportunity
• Alternative responses
• Pros/cons of potential responses
• Chosen solution & resource requirements
• Expected impact & benefits of solution

Overview of Workforce
Development
9:30 am – 10:15 am

Case Study Debriefing and Report
1:45 pm – 2:45 pm

In this interactive discussion, participants will gain a better
understanding of the people challenges their organization
faces and the need for a responsive action plan.

We will review each case scenario. The assigned teams’
spokesperson will discuss the primary issues, their alternatives
and solutions, and their expected outcomes. Facilitators will
compare the responses and solicit feedback from the other
teams.

• Labor challenges by the numbers – some sobering facts
and figures
• Understanding the emergent workforce – they’re not your
company loyalists

Super Session Lab Abstract
3:00 pm – 4:00 pm

• Building your bench strength – succession planning
doesn’t happen by itself

Spherion - “Contingent Worker Sourcing Strategy” Vaughn
Hovey, Presenter

• Keeping the talent in-house - innovative ideas for being
the employer of choice

The Challenge:
Many firms need to supplement their staff resources with
external contingent resources. This may be the result of seasonal needs, the augmentation of certain skills and roles, the
short-term filling for vacations or extended personnel outages, or even a part of the overall hiring process. The selection of the supplier(s) to be engaged in the recruiting and
provisioning of these external resources should be a critical
decision for the overall effectiveness of the process. One
could consider the sourcing of these temporary resources to
be solely a commodity-like transaction. The numerous independent and seemingly non-related daily requirements to fill
temporary openings support that view. However, with talent
management becoming a key thrust in a worker population
that is changing dramatically it may be more of a strategic
nature to consider the importance of developing a strategic
relationship with fewer suppliers. This is to ensure more
alignment with the firm’s business strategies and resultant
staffing resource needs.

Industry Best Practices Panel Discussion
10:30 am – 11:30 am
Industry Panel Members:
Tom Christian, Director of Human Resources Supply Chain &
Logistics, CVS/pharmacy, John Herzig, Director US Customer
Logistics, Bayer & Pete Crowley, VP Central Division,
Roadway
During this segment, SCLA members will discuss their workforce development challenges and company initiatives to
build a well-trained, knowledgeable workforce
• Identifying key skill sets required by the organization
• Finding, hiring, and retaining high potential individuals
• Developing key skills via training and career mentoring
programs

The Solution:
This session will share perspectives, experiences and a practical governance model from one firm’s renewed focus on the

• Evaluating performance to set the stage for future success
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importance of developing a strategic business relationship
with a preferred supplier to provide on-going contingent
workers for numerous job roles. The foundation of this solution was the focus of establishing a Sourcing Strategy for
Contingent Workers and effectively aligning it with the HR
Talent Management function. With this first-ever strategy in
place began the journey to gain awareness, understanding
and commitment from the designated supplier. Once accomplished the overall improvements in communications, performance and expanded opportunities came to be realized.

Dr. George Haley, Ph.D., Professor of
Industrial Marketing & International
Business University of New Haven
Biography:
George T. Haley received his Ph.D. in
Marketing (with a concentration in Industrial Technology
and Product Management and Minors in International
Business and Government) from the School of Business,
University of Texas at Austin in 1989. He is Professor of
Industrial Marketing and International Business at the
University of New Haven where he teaches in graduate and
executive programs and is the founding Director of the
Center for International Industry Competitiveness which
addresses the concerns of manufacturing companies in global environments. Professor Haley is an expert on emerging
and industrial markets, including the historical, cultural and
legal environments in which business strategies are formulated. His expertise includes strategic forecasting, B2B marketing, channels of distribution, branding, new product development, auditing of technology and the management of
intellectual property in emerging markets.

Key takeaways for the participants from attending this session:
1. A perspective on the value of supplier categorizations
2. The value of developing Sourcing Strategies
3. Effectively managing the business relationship for mutual
benefits
4. The need for program/supplier performance metrics
Speaker Bio:
Mr. Hovey is a CPM-certified member of the NAPM and is
also certified as a production and inventory control manager
from APICS. He is a former member of the Rochester BBB
and Business Advisory Council for Data Processing for
Disabled Persons.

Before he joined UNH, Professor Haley taught on the faculties of other top universities, including the Instituto
Tecnologico y de Estudios Superiores de Monterrey
(Monterrey, Mexico), National University of Singapore,
Queensland University of Technology (Brisbane, Australia),
Thammasat University (Bangkok, Thailand), DePaul
University (Chicago), Fordham University (New York), Baruch
College (New York) and Harvard University. He has presented
seminars to academics, managers and government policy
makers in the USA, Vietnam, Thailand, India, Singapore,
Mexico, Australia and New Zealand.

Supply Chain Collaboration
Super Session
9:30 am – 4:00 pm Monday
9:15 am – 3:45 pm Wednesday
Room: National Ballroom C

Abstract:
This super session will investigate the methods to achieve
improved performance through voluntarily cross-enterprise
collaboration agreements to integrate human, financial, or
technical resources in a new business model. Collaboration
among supply chain partners is the process of operating the
total supply chain as if it were a single organization with
sharing of risks and rewards among partners to achieve
“win-win” outcomes. The session consists of these components:

Dr. Omar Keith Helferich, Ph.D.,
Professor, Central Michigan University
Biography:
Dr. Helferich is a full-time faculty member for
CMU where he teaches the capstone course
for graduating logistics majors. The course requires each student team to complete a supply chain improvement project
for an organization. The student teams must utilize the following tools; project charter, status reports, project planning
software, process mapping software, six sigma tools, industry
assessment surveys, milestone reporting and all of the modules in the Microsoft Office Suite to present the recommendations.

Overview of SCC
9:30 am – 10:15 am
Presented by Dr. George Haley and Dr. Keith Helferich
• Evolution of Collaboration
• Common forms of enterprise relationships- not qualified as
cross-enterprise collaboration
• Definitions of cross-enterprise collaboration
• Fundamentals of SC Collaboration
• Preparation for collaboration-integrating the supply chain
• Relationship alignment
• Information sharing

Keith has over 30 years experience in logistics, materials, and
supply chain management as a consultant, practitioner,
researcher and university instructor. As a supply chain management consultant Keith has consulted on over 150 assignments in manufacturing, distribution, government and nonprofit organizations.
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Super Session Lab Abstract
3:00 pm – 4:00 pm

• Performance measurement
• People empowerment
• Collaboration improvement
• Cross-enterprise competencies and capabilities
• Summary and future innovations

Rick Kallop and Bob Klier, Lexmark International
Scope:
This lab will show how new technology can improve the
relationship between supply chain partners. We will demonstrate real time access to data and how to move from a
paper based environment into a digital world. Collaboration
can help businesses work together to improve communications and streamline processes.

Industry Issues Panel Discussion
10:30 am – 11:30 am
Moderated by Dr. Keith Helferich and Dr. George Haley
Industry Panel Members:
Kevin Smith, SVP of Supply Chain & Logistics, CVS/pharmacy, Bruce Hancock, Director of Customer Service & Supply
Chain Collaboration, The Hershey Company & Nicolle
Hazlett, Director of Solutions Management, Ryder

1. Technology
• New multi-function devices
• RFID to improve processes and visibility
• Cross-enterprise collaboration
• Improve collaboration with vendors

• Review of industry Issues and opportunities for SCC
• Discussion of industry issues and successful SCC initiatives
• Participation of DBM SCLA members to provide
information on successful SCC initiatives and lessons
learned.
• Presentation and discussion of the Process Steps for
successful SCC initiatives
• Technology, process and organization design for success

2. Solutions
• Improving the receiving process
• Reduce cash cycles
• Taking shipping to the next level
3. Case Study
• Dixie Warehouse

Demand Driven Supply Chain
9:30 am – 4:00 pm Monday
9:15 am – 3:45 pm Wednesday
Room: National Ballroom D

Case Study
11:45 pm – 12:15 pm
Introduced by Dr. George Haley and Dr. Keith Helferich
• Explanation of tasks & discussion
• Formation of teams

Dr. Richard Dawe, Ph.D., Professor,
Golden Gate University

Working Lunch with
multiple facilitators
12:15 pm – 1:30 pm

Biography:
Dr. Dawe has been a full time faculty member
at Golden Gate University since 1998. He
founded the Operations Management Center to promote professional development for students, faculty, and alumni. The
Center has produced seminars, internships, research projects,
and articles. Richard also taught for the extended education
programs at California State University and the University of
California; and is an advisor to the University of Nevada and
the California Maritime Academy logistics programs

• Teams will discuss assigned topics in the case and report
findings:
– Areas of opportunity
– Lessons learned during initiatives
– Building trust to promote SCC
– Information sharing & technology requirements
– Defining performance measures across the supply chain
– Approach to build teams to enhance SCC
– Organizing for continuous successful collaboration
– Other TBD

Prior to becoming an academic, Richard had an extensive
career in all areas of global supply chain operations including
order processing, procurement, logistics, materials, production planning, industrial engineering, inventory management, project management, and after sales support. He had
management positions with the military, consumer products
manufacturers, chemical manufacturers, logistics service
providers, and food distributors. Companies he worked with
included Intel, HP, Samsung, Packard-Bell, Del Monte,
Colgate, Southern Pacific, National Semiconductor, Lucent
Technologies, Vba Electronics, US Borax, and Cisco Systems.

Case Study Debriefing and Report
from teams 1:45 pm – 2:45 pm
Facilitated by Dr. Keith Helferich and Dr. George Haley
• Define and discuss primary issue
• Provide approach to develop solutions
• Present collaboration solution alternatives
• Track Chairs provide summary of case findings
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Case Study
11:45 am – 12:15 pm

Dr. Arnold Maltz, Ph.D., Assoc.
Professor of Supply Chain
Management, Arizona State University

Introduced by Dr. Arnold Maltz & Dr. Richard Dawe

Biography:
Arnold Maltz is Associate Professor of Supply
Chain Management in the W. P. Carey School of Business at
Arizona State University. Dr. Maltz teaches logistics and supply chain management at the undergraduate and graduate
level. He previously taught logistics and marketing at New
Mexico State University and spent twelve years in transportation and distribution prior to earning his Ph. D. in
Logistics/Marketing at the Ohio State University.

• Explanation of case & discussion
• Formation of teams
• Instructions for study requirements and presentation

Working Lunch Discussions
with facilitators
12:15 pm – 1:30 pm

Dr. Maltz is currently investigating the formation and operation of global supply chains, with particular concerns around
regional and national advantages. He has done research and
taught in Argentina, Denmark, Israel, and Mexico as well as
the United States.

• Table top teams will discuss one of 5 topics from the case
and content:
1.Building trust-based supply chains to promote DDSC
2.Information sharing & technology requirements for DDSC
3.Defining performance measures across the DDSC supply
chain
4.Coordination with marketing activities for successful DDSC
5.Organizing projects & teams for successful DDSC
development

Abstract:
This super session will investigate the methods to create
demand driven supply chains (DDSC) through the integration of technology, people, and processes within the internal
supply chain activities of an organization and across their
network of external supply channel partners to anticipate,
capture, and respond to the “pull” of customer orders at the
point of sale versus the “push” of a forecast. The session will
have these six components:

Case Study Debriefing and
Report from teams
1:45 pm – 2:45 pm

Overview of DDSC
9:30 am – 10:15 am

• Define and discuss primary issues
• Determine approaches to develop DDSC applications
• Create case study solution alternatives
• Track Chairs to present a summary of case study findings

Presented by Dr. Arnold Maltz & Dr. Richard Dawe
• Definition, concept background & history
• Comparison with some of the similar practices such as JIT,
MTO, CTO, ECR, QR, SOP, CPFR
• Existing research, applications, and examples
• Experience of participants

Super Session Lab Abstract
3:00 pm – 4:00 pm
Avery Dennison/webMethods
The objective of this lab is to introduce delegates to some
leading-edge technologies that can – and have been – used
to solve some of the specific challenges of creating a
demand-driven supply chain. Many companies have implemented discrete DDSC technology components, but few
have integrated comprehensive, end-to-end DDSC platforms
across their entire supply chain.

Industry Issues Panel Discussion
10:30 am – 11: 30 am
Moderated by Dr. Arnold Maltz
Industry Panel Members:
Rodney Freeman, VP Global Supply Chain Management,
Schering-Plough, Jeff Brashares, Vice Chairman – Commercial
Sales, Pacer , John Rutherford, VP Global Transportation,
DFS, James Crump, webMethods & Andy Holman, Avery
Dennison

During the lab, webMethods and Avery Dennison RFID will
showcase technologies that highlight two key elements of a
demand-driven supply chain:
1.Demand sensing – The ability to sense demand (especially
fluctuations in demand) and actual inventory movements
faster and more accurately, rather than simply trying to
forecast demand through a combination of historical data
& educated guessing.

• Participation of SCLA member manufacturer, logistics
service provider, retailer and systems provider to talk about
DDSC initiatives and lessons learned.
• Discussion of the Process Steps for Successful DDSC
initiatives
• Technology, process and organization design for success
• Additional industry issues

2.Demand response (fulfillment) – At its most basic, this is
the ability to deliver what you promised, when you prom-
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ised it. The competitive differentiator is to do so profitably,
minimizing the costs of exception handling, expediting and
non-value added tasks.

ing at the Karl Duisburg Society.
Prior to joining academia, Dr. Young was a Materials
Handling Engineer for the Thatcher Glass Company,
Corporate Purchasing Manager at the Sprague Electric
Company and Purchasing Manager for the Life Sciences
Group at American Hoechst Corporation. During the
Celanese merger he headed an integration task force and
afterwards became Director of International Distribution for
the Specialty Chemicals Group.

webMethods and Avery Dennison have teamed up to
demonstrate how technologies such as B2B integration, business activity monitoring, business process management
(BPM) and RFID—deployed in a comprehensive, integrated
way—can be foundational enablers of a dramatically faster,
more efficient demand sensing and fulfillment environment.
The ultimate expression of this enablement vision forms the
core of BPM’s and RFID’s value proposition: the realization of
totally visible, real-time, adaptive global supply chain
processes in which every trading partner shares in the benefit
of demand-driven commerce.

Dr. Young's research interests lie in the continuing refinement
of consortium benchmarking methodology, strategic supply
management strategy, and international supply chain complexity specifically with regard to its cost implications and the
problems it poses to supply chain security. In the area of
reverse logistics flows, his dissertation received a research a
grant from the National Association of Purchasing
Management.

Day Two, Tuesday,
June 12, 2007

Don Horning, VP Corporate Accounts, Roadway
Biography:
As vice president-corporate accounts, Don Horning is responsible for the coordination and execution of value-added
transportation and logistics solutions for clients based in the
western U.S. who have national or global operations. In this
capacity, he provides executive direction and management
for a team of dedicated sales professionals serving as fullservice transportation resources for their clients. Don brings
nearly 30 years of experience in transportation and supply
chain solutions to his team and their clients. Before joining
Roadway in 2006, he served in a variety of global, national
and field sales leadership positions. Don holds a bachelor of
arts degree in political science from UCLA.

Keynote Panel: Infra-Structure in
the Future
8:00 am – 9:00 am Tuesday
Room: National Ballroom C
Moderator: Dr. Richard Young, Ph.D., Professor,
Penn State University
Panelists: Don Horning, VP Corporate Accounts, Roadway,
Peter Keller, EVP & COO, NYK, George Duggan, VP
Domestic Intermodal, BNSF & Dr. David Menachof, Ph.D.,
Professor, City University – London
Abstract:
Two very significant trends are clearly converging: 1) longer
supply chains for nearly all manufactured goods as the result
of global sourcing initiatives, and 2) increasingly stressed
transport infrastructure. Truckers are still under combined
pressures of high demand, increasing fuel costs, driver shortages, and traffic congestion. Railroads are raising rates so
that their available capacity moves the most remunerative
freight. Ports remain congested and with more and more
firms sourcing from Asia, many are expected to become
even more so. This session explores what firms are seeing in
the current environment and what they are predicting for
the future. Moreover, it endeavors to uncover what initiatives are available for overcoming the infrastructure crunch.

Peter Keller, EVP & COO, NYK
Biography:
Peter Keller is Executive Vice President and
Chief Operating Officer of NYK Line (North
America). On April 1, 2007 he will assume
the position of President. In addition, he has been elected to
the Governing Board of NYK in Tokyo. He is only the second
non Japanese nominated to the Governing Board in the 120
year history of NYK and the first to be named President of
NYK Line (North America).
Mr. Keller is a member of the Board of Directors of the Pacific
Maritime Association (PMA), the Pacific Maritime Shipping
Association, the United States Maritime Exchange (USMX),
and the Intermodal Transportation Institute of the University
of Denver. He is also the current Chairman of OCEMA, the
Ocean Carriers Equipment and Maintenance Association.
Mr. Keller was inducted into the International Maritime Hall
of Fame in 2006 at the U.N. in New York.

Dr. Richard Young, Ph.D., Professor,
Penn State University
Biography:
Richard R. Young holds a B.S. in Operations
Management from Rider University, M.B.A. in Marketing
from the State University of New York at Albany and a Ph.D.
in Business Logistics from The Pennsylvania State University.
He did additional graduate study in Management Science at
the University of Massachusetts and German language train-

He is also a Past Member of “The Box Club” and has served
on the Boards of the New York Shipping Association, The
Shipping Federation of Canada and the Maritime Employers
Association of Canada.
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Importing from China: Challenges
to Landed Total Cost on the Asian
Side of the Supply Chain
9:15 am – 10:15 am Tuesday
Room: National Ballroom A

George Duggan, VP Domestic Intermodal,
BNSF
Biography:
George Duggan was appointed to the position
of vice president, Domestic Intermodal, in
November 2005. In this capacity, he is responsible for BNSF's
Sales and Marketing activities for the $2.5 billion Domestic
Intermodal business unit, including truckload, less-thantruckload, parcel, intermodal marketing companies, and beneficial owners. He began his career in the railroad industry
with the Missouri-Kansas-Texas

Moderator: Dr. Garland Chow Ph.D., Professor, University
of British Columbia
Panelists: Jim LaBounty, SVP & Director of Supply Chain
Management, JCPenney, Ron Marotta, EVP, NYK & Dan
Morrissey, Director of Strategic Sourcing, Abbott

Railroad Company in 1978 in the management training program. From there, he worked in various positions and locations in the operating department, including trainmaster and
terminal superintendent. Duggan began working for the
Burlington Northern Railroad Company as a

Abstract:
Rationale: Many retailers and manufacturers source from or
subcontract manufacturing to low cost countries such as
China. However the total landed cost of this off shore sourcing is impacted by many factors such as the ability to find
reliable partners in China, inland logistics in both China and
N. America, bottlenecks at ports of exit and entry, new security requirements, rising fuel costs and transportation capacity. These two sessions identify the barriers and challenges
that N. American importers face in the import of products
from China and some of the solution/responses to these
challenges. It will use a Total landed cost framework to
organize questions about sourcing from Asia.

grain specialist in 1990. He then assumed roles with increasing responsibilities in Equipment Management, Customer
Service and Finance. After Burlington Northern merged with
Santa Fe in 1996, Duggan served in a variety of leadership
roles in the Field Marketing, Minerals and Chemicals business
units. In 1998, Duggan was appointed vice president,
Chemicals, then vice president sales, Industrial Products in
March 2001.
Dr. David Menachof, Ph.D., Professor,
City University – London

We propose using the following format:
Session 1 is focused on the challenges on the Asian side of
the supply chain and Session 2 is focus on the N. American
side of the supply chain (how the line haul from Asia to N.
America is treated is still to be determined).

Biography:
David Menachof is Senior Lecturer in
International Logistics and Distribution and
Director of the MSc in Logistics, Trade and Finance degree at
City University’s Cass Business School in London, England.
Dr. Menachof received his doctorate from the University of
Tennessee, and was the recipient of the Council of Logistics
Management's Doctoral Dissertation Award in 1993. He has
previously taught at the University of Charleston, South
Carolina, and the University of Plymouth, England. In addition, he is a Fulbright Scholar, having spent an academic
year in Odessa, Ukraine as part of the grant and is currently
on the roster of the Fulbright Senior Specialist Candidates
list, as an expert in Logistics and Distribution. Dr. Menachof’s
work has been published and presented in journals and conference around the world. His current research interests
include ERP and IT (including e-commerce) issues related to
logistics, global supply chain issues, reverse logistics, liner
shipping and containerisation, and financial techniques applicable to logistics.

Session 1 will focus on how the following factors affect the
total landed cost of importing from China:
• selection of Asian suppliers
• partnering with Asian suppliers
• domestic transportation in Asia
• strategic risk
• Other?
Session 2 will deal with how the following factors affect the
total landed cost of importing from China at the destination
country (e.g. U.S. and Canada):
• port, rail and truck capacity
• security
• overhead cost
• Other?
The organization of the two sessions is:
• both sessions have 3 panelists recruited with the assistance
of DBM one of the co chairs introduces each panelist
• This co chair poses 4 - 5 relevant questions. Each question
is responded to by each panelist followed by Q&A for each
question and contributions from rest of participants in room.
• Overall Q & A
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• Other co chair is summarizing and provides conclusion and
wrap up of take a ways.

Prior to joining JCPenney, Jim served over 28 years in the
U.S. Army. His final assignments included leading a battalion
in the 2d Infantry Division, Korea; a tour as the Chief,
Congressional Liaison Office of the U.S. Army Material
Command, Virginia; and four years as the Commander of
the Defense Distribution Region West, headquartered in
California. Upon retirement from the Army, Jim became
CEO/President of the United Way of San Joaquin County,
California. His recent private sector experience also includes
Electronic Data Systems (EDS) and Perot Systems.

Same process in other session with role of co chairs reversed.
Dr. Garland Chow, Ph.D., Professor,
University of British Columbia
Biography:
Dr. Chow teaches and writes in the fields of
supply chain, business logistics and freight
transport management. He has taught in the U.S., Canada,
Australia, Brazil, China, Hong Kong, Japan, Mexico, and
Poland, and is a frequent speaker before professional associations and executive programs. He has provided consulting
advice to government and the private sector including electric utility, gas transmission, forest and paper product, trucking, rail, vehicle manufacturing and retail sectors.

Jim LaBounty holds a bachelors degree from Illinois State
University and a M.B.A. in Logistics Management from the
University of Alabama. A certified Department of Defense
Program/Project Manager, Jim is also a graduate of the
Army’s Command and General Staff College and the
Industrial College of the Armed Forces.

Garland Chow has written over 200 articles and reports in
the transportation, logistics and supply chain field. He is a
an internationally known authority on motor carrier transportation having conducted research or consulting on economic, regulatory and managerial issues of the trucking
industry including cross border trucking, impacts of regulations such as Hours of Service on transport competitiveness,
the application of information technology by Canadian
motor carriers, and trucking safety. .

Ron Marotta, EVP, NYK
Biography:
Ronald M. Marotta is the Executive Vice
President of NYK Logistics (Americas) Inc.,
International Network Solutions Division and
the Vice President for Business Development, of NYK
Logistics (Americas) Inc. based in Secaucus, NJ. He graduated with a Bachelor of Science in Marketing Management
from St. Peter’s College.

Dr. Chow's logistics research interests include transportation
collaboration, modelling the outsourcing decision for TPLs
and the impact of e commerce on supply chain management. A frequent visitor and lecturer in Asia, he is currently
supervising studies on the growth of the logistics services
sector in China, off shore sourcing of manufacturing, and the
application of information systems to enable safe and secure
international freight movement.

Ron began his career at NYK over fifteen years ago as the
General Manager of OCS of America, Inc. and helped transform one of the original consolidators in Asia, into a modern
consolidator and cargo logistics company. NYK Logistics is
an industry leading service provider using technology to support safe cargo operations and to properly monitor all of the
key functions as cargo moves through the supply chain.
Since the fall of 2001, NYK Logistics has been involved in various supply chain security initiatives, and many of these company security initiatives have been led by Ron. He is a Board
Member of the International Cargo Security Council, ASIS
International member, and a member of the Retail Industry
Leaders Association. In 2005, Ron received the highest civilian
award from the ICSC, The National Industry Leadership
Award, for global supply chain security management.

Garland Chow earned his BS and MBA degrees from the
University of Maryland and doctorate from Indiana University.
Jim LaBounty, SVP & Director of Supply
Chain Management, JCPenney
Biography:
Jim LaBounty is Senior Vice President and
Director of Supply Chain Management for
JCPenney. He is also the President of JCP Logistics LP, an
operating subsidiary of JCPenney. Jim is responsible for providing strategic and operational leadership for the supply
chain activities surrounding the movement of merchandise
from suppliers to the JCPenney stores and catalog/internet
customers. This includes oversight of a $1 billion pipeline
operation comprising 30 distribution activities located in 18
facilities throughout the United States and supported by over
8,000 associates. Jim directs necessary efforts to align and
execute logistics requirements in conjunction with overall
corporate strategies, plans, and programs.

Dan Morrissey, Director of Strategic
Sourcing, Abbott
Biography:
Dan is a graduate of Barat College in Lake
Forest earning a BA degree in Management & Marketing
and graduated from Loyola University, Chicago with an MBA
in Finance. Additionally, Dan holds an ISM Certification for
Purchasing & Supply Chain Management.
Dan has 21 years with Abbott Laboratories. He began his
career in Abbott’s Diagnostics Division where he has held
various positions in Warehousing & Logistics, Planning and
Raw Material Inventory Control. From ADD, Dan moved to
Corporate Purchasing where he has held a variety
Management positions in Capital and Facilities, Supplies &

Jim joined JCPenney in July, 2001 and became Vice President
and Director of Procurement in January, 2003. He became
Director of Supply Chain in March, 2004.
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Services, Systems & Compliance, and Packaging. He is currently the Director, Strategic Sourcing and has responsibilities
for global sourcing and Emerging Markets sourcing for both
direct and indirect materials and services.

lead to better asset utilization, oftentimes improving customer service levels and reducing costs. As supply chain participants collaborate to improve supply chain performance,
the use of their assets is enhanced, in effect “creating” additional capacity throughout the supply chain. This session will
discuss some common collaborative techniques and potential benefits, review some of the key challenges to effective
collaboration, and examine potential ways to overcome
obstacles to supply chain collaboration.

The Flow of Goods: Understanding
the Supply Chain all the Way
through the Shelf
9:15 am – 10:15 am Tuesday
Room: National Ballroom B

Dr. Joe Hanna, Ph.D., Professor of
Supply Chain Management, Auburn
University

Speaker: Billy Boykins, Director of NA Product Supply
Operations, The Procter & Gamble

Biography:
Joe B. Hanna (PhD. New Mexico State) currently serves as Professor of Supply Chain Management at
Auburn University. Dr. Hanna is active in the undergraduate
and graduate programs and also participates in Auburn’s
executive and customized MBA programs. In addition, he is
active in executive education, having consulted with several
firms including Hyundai, Menlo Logistics and others on various supply chain related topics. In addition, Dr. Hanna has
served as an expert advisor and witness in hearings involving
the acquisition process and the use of 3PL’s to conduct supply chain services for a large client.

Abstract:
This session will focus on understanding what companies
need to do to win with Customers and Consumers. We will
take a holistic look at how to leverage your supply chain as a
strategic part of winning in the market place. The discussion
will touch not only on what is necessary to operate your supply chain efficiently, but also on how the flow of goods is
directly linked to a company's cash flow. In order to improve
the speed at which goods exchange hands we will examine
the entire process from sales through the invoicing and
receiving of payment.. Group discussion on "Best Practices"
used to improve the flow of goods will enhance learning for
everyone who participates in the session.

Dr. Hanna’s accounting and logistics background, coupled
with his practical business experience have helped to produce the following areas of research interest and expertise:
performing transportation supplier selection and evaluation,
cost and price analysis and supplier negotiation, third-party
logistics provider metrics and evaluation, and supplier contract relationships. Dr. Hanna has been fortunate enough to
be recognized for excellence in research, teaching, and outreach by Auburn University and has received a distinguished
educator award from an international organization focusing
on transportation related issues.

Billy Boykins, Director of NA Product
Supply Operations, The Procter &
Gamble
Biography:
Billy Boykins was named Director of NA
Product Supply Operations in 2005. Mr. Boykins have been
with Procter & Gamble since 1977 when he began his career
at a PSG-I Staff Manager at the St. Bernard location. Over
the last 30 Mr. Boykins increasing responsibility has given
him vital experience and understanding of supply chain
issues across the board.

Chuck DeLutis, VP, Sales, Roadway
Biography:
As vice president–sales, Charles R. (Chuck)
DeLutis is responsible for developing and
implementing strategies for new business
opportunities and profitable growth. This responsibility
includes the executive management of field sales, corporate
sales, exhibit services, special services, and Customer Care
Centers, which provide personalized responses to customer
inquiries. He was named vice president-sales in January 2007.

Collaborating to Create Capacity
9:15 am – 10:15 am Tuesday
Room: National Ballroom C
Moderator: Dr. Joe Hanna, Ph.D., Professor of Supply Chain
Management, Auburn University

Prior to his current position, DeLutis was vice president-special services and new business development. He was responsible for market growth and research and development as
well as growing the expedited and exhibit transportation
service offerings. In this role, he also led a team of seven
directors accountable for business segment growth in their
respective vertical markets. DeLutis is a 34-year veteran of
Roadway with experience in all phases of the business,
including operations, sales, and sales management.

Panelists: Chuck DeLutis, VP, Sales, Roadway, Jenny
Closson, Transportation Manager, Bayer & Bruce Hancock,
Director of Customer Service & Supply Chain Collaboration,
The Hershey Company
Abstract:
Collaboration has been strongly touted by many as a way to
create a seamless, synchronized supply chain. Effective collaboration through various techniques (e.g., CPFR, VMI) can
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Jenny Closson, Transportation Manager,
Bayer

Abstract:
A tsunami-like change took place in global business in the
late 1990’s* an irresistible force of communications called the
Internet. Over the World Wide Web, companies were given
the opportunity to create internal and external connections
for advanced supply chain competence. The advent of ebusiness changed forever the way business is conducted by
redefining roles and rules for a successful enterprise. Much of
the deluge of Internet technology generated by the dot.com
wunderkind turned out to be more hype than substance;
however, now that the dust has settled, leading organizations have adopted priorities on how and where to use ebusiness technology to optimize their supply chains. The
goal is to become more “demand-driven” through making
the entire supply chain more responsive to market trends
and customer requirements. This panel will explore the successful changes taking place with Internet applications and
the potential for the future.

Biography:
Jenny Closson is the Transportation Manager
for Bayer HealthCare’s Consumer Care and
Diabetes Care Divisions. Her role encompasses transportation operations, strategic sourcing, safety and cargo security.
Prior to joining Bayer, she worked in various roles for NIBCO,
Inc. for over nine years. Her experience includes
Distribution, Transportation, Customer Service, Procurement
and Product Supply.
Jenny holds a Master of Business Administration from Indiana
University and is Board Member of the Health and Personal
Care Logistics Conference
Bruce Hancock, Director of Customer
Service & Supply Chain Collaboration,
The Hershey Company

Dr. Richard Dawe, Ph.D., Professor,
Golden Gate University

Biography:
Bruce Hancock is the Director of Customer
Service and Supply Chain Collaboration for The

Biography:
Dr. Dawe has been a full time faculty member
at Golden Gate University since 1998. He
founded the Operations Management Center to promote professional development for students, faculty, and alumni. The
Center has produced seminars, internships, research projects,
and articles. Richard also taught for the extended education
programs at California State University and the University of
California; and is an advisor to the University of Nevada and
the California Maritime Academy logistics programs

Hershey Company. He is responsible for Customer Service
operations for the $4.5 billion United States and Canadian
business along with providing strategic leadership and support to Hershey’s implementation of customer Supply Chain
engagements.
During his 30 years with Hershey, Bruce has held positions in
Operations, Logistics, Marketing and Customer Service and
had led teams on several successful business assimilations.
His teams have been awarded by VICS for Best in CPFR
Implementation along with recognition for partnership excellence by several major retailers. He is a member of the GMA
Logistics Committee, the Council of Supply Chain
Management Professionals, and represents Hershey on a
number of industry share groups. He also is a member of
Hershey’s Transportation Advisory Board and Local
Government Review Board.

Prior to becoming an academic, Richard had an extensive
career in all areas of global supply chain operations including
order processing, procurement, logistics, materials, production planning, industrial engineering, inventory management, project management, and after sales support. He had
management positions with the military, consumer products
manufacturers, chemical manufacturers, logistics service
providers, and food distributors. Companies he worked with
included Intel, HP, Samsung, Packard-Bell, Del Monte,
Colgate, Southern Pacific, National Semiconductor, Lucent
Technologies, Vba Electronics, US Borax, and Cisco Systems.

Bruce is a graduate of Babson College, Wellesley,
Massachusetts with a BS degree in Marketing. He and his
wife, SueAnn, have two children and reside in Hershey,
Pennsylvania.

Jack Buffington, Director, Project
Excellence, Coors

The Internet’s Impact on the
Supply Chain
9:15 am – 10:15 am Tuesday
Room: National Ballroom D

Biography:
Mr. Buffington is presently responsible for
lower valley operations for Molson Coors'
Golden Colorado operation - the largest single site brewery
in the world. Before this position, he was the Director of
Supply Chain transformation at the Coors Brewing
Company, and was the Director of e-Business for two years
at Coors as well. In his prior experience, Buffington was an
adjunct professor in the Information Technology and
Management departments at the Daniel's School of Business
at the University of Denver, and worked for KPMG, a Big Five

Moderator: Dr. Richard Dawe, Ph.D., Professor, Golden
Gate University
Panelists: Jack Buffington, Director Project Excellence,
Coors & Dan Marous, VP NAD Summit Supply Chain
Program, Staples, Inc.
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consulting firm. He is also an author of the book "An Easy
Out: America's Addiction to Outsourcing", which is due to be
published in August, 2007.

We propose using the following format:
Session 1 is focused on the challenges on the Asian side of
the supply chain and Session 2 is focus on the N. American
side of the supply chain (how the line haul from Asia to N.
America is treated is still to be determined).

Dan Marous, VP NAD Summit Supply
Chain Program, Staples, Inc.
Biography:
Mr. Marous is Vice President, North American
Delivery (NAD) Summit Supply Chain
Programs for Staples, the world’s largest office products company and is based in the firm’s headquarters in Framingham,
MA. Staples conducts retail and B2B operations in 22 countries in North and South America, Europe and Asia.

Session 1 will focus on how the following factors affect the
total landed cost of importing from China:
• selection of Asian suppliers
• partnering with Asian suppliers
• domestic transportation in Asia
• strategic risk
• Other?

Mr. Marous’s areas of responsibility include leading Staples’
NAD Summit Supply Chain strategy effort, managing the
Supply Chain S&OP process, deploying lean six sigma and
overseeing the Project Management Office.

Session 2 will deal with how the following factors affect the
total landed cost of importing from China at the destination
country (e.g. U.S. and Canada):
• port, rail and truck capacity
• security
• overhead cost
• Other?

While at Staples, Mr. Marous held a variety of positions
including VP General Merchandising Manager, VP of
Inventory Management and Director of Logistics’ Planning
and Engineering. Prior to Staples, Mr. Marous spent 5 years
in the Financial Development program at Proctor & Gamble.

The organization of the two sessions is:
• both sessions have 3 panelists recruited with the assistance
of DBM one of the co chairs introduces each panelist

Mr. Marous holds a MBA from Harvard University and a BS in
Finance from Miami University, Oxford Ohio. He has been a
guest lecturer at Harvard, Wharton and the University of
Chicago’s Graduate School of Business. Mr. Marous is a
member of the Council of Supply Chain Management
Professionals, the Supply Chain Executive Board and the
Distribution Business Management Association.

• This co chair poses 4 - 5 relevant questions. Each question is
responded to by each panelist followed by Q&A for each
question and contributions from rest of participants in room.
• Overall Q & A
• Other co chair is summarizing and provides conclusion
and wrap up of take a ways.

Importing from China: Challenges
to Landed Total Cost on the North
American Side of the Supply Chain
10:30 am – 11:30 am Tuesday
Room: National Ballroom A

Same process in other session with role of co chairs reversed.
Dr. Richard Young, Ph.D., Professor,
Penn State University
Biography:
Richard R. Young holds a B.S. in Operations
Management from Rider University, M.B.A. in
Marketing from the State University of New York at Albany
and a Ph.D. in Business Logistics from The Pennsylvania State
University. He did additional graduate study in Management
Science at the University of Massachusetts and German language training at the Karl Duisburg Society.

Moderator: Dr. Richard Young, Ph.D., Professor,
Penn State University
Panelists: Jim LaBounty, SVP & Director of Supply Chain
Management, JCPenney, Ron Marotta, EVP, NYK & Dan
Morrissey, Director of Strategic Sourcing, Abbott
Abstract:
Rationale: Many retailers and manufacturers source from or
subcontract manufacturing to low cost countries such as
China. However the total landed cost of this off shore sourcing is impacted by many factors such as the ability to find
reliable partners in China, inland logistics in both China and
N. America, bottlenecks at ports of exit and entry, new security requirements, rising fuel costs and transportation capacity. These two sessions identify the barriers and challenges
that N. American importers face in the import of products
from China and some of the solution/responses to these
challenges. It will use a Total landed cost framework to
organize questions about sourcing from Asia.

Prior to joining academia, Dr. Young was a Materials
Handling Engineer for the Thatcher Glass Company,
Corporate Purchasing Manager at the Sprague Electric
Company and Purchasing Manager for the Life Sciences
Group at American Hoechst Corporation. During the
Celanese merger he headed an integration task force and
afterwards became Director of International Distribution for
the Specialty Chemicals Group.
Dr. Young's research interests lie in the continuing refinement
of consortium benchmarking methodology, strategic supply
management strategy, and international supply chain complexity specifically with regard to its cost implications and the
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problems it poses to supply chain security. In the area of
reverse logistics flows, his dissertation received a research a
grant from the National Association of Purchasing
Management.

Since the fall of 2001, NYK Logistics has been involved in various supply chain security initiatives, and many of these company security initiatives have been led by Ron. He is a Board
Member of the International Cargo Security Council, ASIS
International member, and a member of the Retail Industry
Leaders Association. In 2005, Ron received the highest civilian award from the ICSC, The National Industry Leadership
Award, for global supply chain security management.

Jim LaBounty, SVP & Director of Supply
Chain Management, JCPenney
Biography:

Dan Morrissey, Director of Strategic
Sourcing, Abbott

Jim LaBounty is Senior Vice President and
Director of Supply Chain Management for
JCPenney. He is also the President of JCP Logistics LP, an
operating subsidiary of JCPenney. Jim is responsible for providing strategic and operational leadership for the supply
chain activities surrounding the movement of merchandise
from suppliers to the JCPenney stores and catalog/internet
customers. This includes oversight of a $1 billion pipeline
operation comprising 30 distribution activities located in 18
facilities throughout the United States and supported by over
8,000 associates. Jim directs necessary efforts to align and
execute logistics requirements in conjunction with overall
corporate strategies, plans, and programs.

Biography:
Dan is a graduate of Barat College in Lake
Forest earning a BA degree in Management &
Marketing and graduated from Loyola University, Chicago
with an MBA in Finance. Additionally, Dan holds an ISM
Certification for Purchasing & Supply Chain Management.
Dan has 21 years with Abbott Laboratories. He began his
career in Abbott’s Diagnostics Division where he has held
various positions in Warehousing & Logistics, Planning and
Raw Material Inventory Control. From ADD, Dan moved to
Corporate Purchasing where he has held a variety
Management positions in Capital and Facilities, Supplies &
Services, Systems & Compliance, and Packaging. He is currently the Director, Strategic Sourcing and has responsibilities
for global sourcing and Emerging Markets sourcing for both
direct and indirect materials and services.

Jim joined JCPenney in July, 2001 and became Vice President
and Director of Procurement in January, 2003. He became
Director of Supply Chain in March, 2004.
Prior to joining JCPenney, Jim served over 28 years in the
U.S. Army. His final assignments included leading a battalion
in the 2d Infantry Division, Korea; a tour as the Chief,
Congressional Liaison Office of the U.S. Army Material
Command, Virginia; and four years as the Commander of
the Defense Distribution Region West, headquartered in
California. Upon retirement from the Army, Jim became
CEO/President of the United Way of San Joaquin County,
California. His recent private sector experience also includes
Electronic Data Systems (EDS) and Perot Systems.

Leveraging RFID to Drive Value in
Your Supply Chain
10:30 am – 11:30 am Tuesday
Room: National Ballroom B
Speaker: Phil Therrien, EPC Manager - Customer Supply
Chain Strategy and Development, Kimberly-Clark

Jim LaBounty holds a bachelors degree from Illinois State
University and a M.B.A. in Logistics Management from the
University of Alabama. A certified Department of Defense
Program/Project Manager, Jim is also a graduate of the
Army’s Command and General Staff College.

Abstract:
It has been two years since the Wal-Mart and the DOD mandated RFID tagging programs began. Are companies finding
value in the technology? Is there any real progress in business process based on this new data stream? Hear from one
of the industry leading companies on their strategic
approach to RFID for the consumer goods industry.

Ron Marotta, EVP, NYK
Biography:
Ronald M. Marotta is the Executive Vice
President of NYK Logistics (Americas) Inc.,
International Network Solutions Division and
the Vice President for Business Development, of NYK
Logistics (Americas) Inc. based in Secaucus, NJ. He graduated with a Bachelor of Science in Marketing Management
from St. Peter’s College.

Learn about technology developments that will support RFID
integration and efficiency in the distribution process. Hear
about real world applications that are targeted at taking the
theoretical benefits of RFID and turning them into reality creating new capability and business process that delivers value.
Phil Therrien, EPC Manager - Customer
Supply Chain Strategy and
Development, Kimberly-Clark

Ron began his career at NYK over fifteen years ago as the
General Manager of OCS of America, Inc. and helped transform one of the original consolidators in Asia, into a modern
consolidator and cargo logistics company. NYK Logistics is
an industry leading service provider using technology to support safe cargo operations and to properly monitor all of the
key functions as cargo moves through the supply chain.

Biography:
Supply Chain professional with 19 years of
experience including Transportation, Planning,
Replenishment, and Distribution Operations with a rich mix
of individual contributor and leadership roles at both plant
sites and staff operations. Phil currently leads Kimberly-
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Clark’s RFID implementation effort including operational
process and business case development. Phil has a B.S. from
the Pennsylvania Sate University in Supply Chain
Management & Information Systems.

sigma quality program deployed by the General Electric corporation.
After 32 years with the Kmart Corporation, John has Joined
DFS Group Limited in 1999 in Logistics. In this capacity he
has the responsibility to develop and direct global logistics
for DFS and its vendor-partners.

Inbound & Outbound Visibility to
Help Leverage Price & Capacity –
Do You have the Entire Supply
Chain in View?
10:30 am – 11:30 am Tuesday
Room: National Ballroom C

Mass Customization: Forecasting
for the Individual Consumer
10:30 am – 11:30 am Tuesday
Room: National Ballroom D
Moderator: Dr. Asoo Vakharia Ph.D., Professor of Supply
Chain Management, University of Florida

Speakers: George T. Duggan
Vice President, Domestic Intermodal, BNSF & John
Rutherford, VP Global Transportation, DFS

Panelists: Dr. Robert Jacobs, Ph.D., Professor of Operations
Management, Indiana University & Jeffrey Regan, VP
Materials Management, Watson Pharmaceutical

Abstract:
As James Bond said, "The World is Not Enough". Clearly in
today's fast paced Logistics world, if you don't have visibility
from the beginning/origin supplier globally to the ultimate
destination/the customer on the floor, you are missing your
"pieces/parts". This session will look into the future at the
growth of International with George Duggan from the BNSF
presenting and then the practical application of the "view" of
the entire Supply Chain presented by John Rutherford of
Duty Free Stores.

Abstract:
Traditionally processes were organized along the continuum
of mass production and product customization. While the
mass production strategy delivered process efficiencies (in
terms of low cost) the product customization strategy was
more focused on process effectiveness (in terms of customer
service). Simultaneous changes in customer demands
(where personalization is demanded), information technology (to facilitate interactions between customers and firms),
and process technology (to reduce manufacturing and/or
service delivery costs) has led to the emergence of a new
process paradigm referred to as Mass Customization. Firms
adopting this paradigm customize and personalize their products and services while offering them to customers at a mass
production price. Although this might sound contradictory,
there are numerous “success stories” of firms which have
adopted this paradigm and perhaps, the best known one is
that of Dell, Inc.. For example, production of a Dell PC typically starts after the receipt of a customer order and the company is able to ship the order to the customer within 5 days
of order receipt. In addition, using product modularization in
manufacturing, a synchronized supply chain, and technology
interfaces for customers, the typical cost of a Dell PC is lower
(or at least identical) as compared to that of its competitors.

George T. Duggan, Vice President,
Domestic Intermodal, BNSF
George Duggan was appointed to the position of vice president, Domestic Intermodal, in
November 2005. In this capacity, he is responsible for BNSF's
Sales and Marketing activities for the $2.5 billion Domestic
Intermodal business unit, including truckload, less-thantruckload, parcel, intermodal marketing companies, and beneficial owners. (See page 18 for complete Biography)
John Rutherford, VP Global Transportation, DFS
Biography:
John Rutherford has a business operations, logistics, retail
marketing and work-related teaching career that spans over
four decades. Entering retailing in the early days of discount
mass marketing, John has experienced the evolution of mass
and specialty retailing and logistics in the United States,
Canada, Mexico, Australia, Asia and Europe.

In this session, the plan is to describe the successes achieved
by two organizations which are currently adopting this
process perspective. In general, the experiences described
will focus on how customer, technology, and supply chain
challenges were managed during the implementation
process.

Conducting marketing, sourcing, logistics teaching, and
logistics and operations projects globally, while living in the
U.S., China, and Mexico, has given John a broad perspective
in business operations management worldwide.

Dr. Asoo Vakharia Ph.D., Professor of
Supply Chain Management, University
of Florida

During the past 15 years, he has focused on logistics business process improvement and waste recovery, developing
and teaching techniques following the work of Dr. Deming,
the guidelines of the Malcolm Baldrige award, ISO and QS
9000 in the auto industry and Motorola, as well as the six

Biography:
Asoo J. Vakharia is the Beall Professor of
Supply Chain Management and Director of the Center for
Supply Chain Management in the Warrington College of
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Business Administration at the University of Florida.
Currently he also serves as Chair of the Department of
Decision & Information Sciences in the College. He has
Ph.D. and M.B.A. degrees in Operations Management from
the University of Wisconsin and a B.COM. in Accounting and
Economics from Bombay University.

Management leadership at Watson, including managing the
Corporate Sales and Operations Planning process across a
multi-plant Production and Materials Management network,
with direct responsibility for Outsourced Products, Strategic
Material Sourcing and Direct Procurement.
He has over 25 years of Supply Chain Management experience in the Brand and Generic Pharmaceutical Industry. He is
a graduate of Drew University in Madison, New Jersey.

Asoo's research primarily focuses on e-Business and
Coordination Issues in Supply Chains Asoo's teaching interests are in Operations Management, Manufacturing Planning
and Control, Design of Manufacturing Systems,
Management of Service Operations, Operations Strategy,
Management Science, Transportation and Logistics Systems,
and MPC/ERP Systems Integration. He has also been
involved in Executive Teaching through the Arizona
Executive Program, the Arizona Executive Development
Course, the Florida Executive MBA Program, the Florida
Flexible MBA Program, the Florida Internet MBA Program,
the Florida Executive Scientists and Engineers Program,
Florida Professional MBA Program, and the Florida Corporate
AT&T MBA Program.

Global Sourcing
1:00 pm – 1:45 pm Tuesday
Room: National Ballroom A
Speaker: Dr. Asoo Vakharia, Professor of Supply Chain
Management, University of Florida
Abstract:
Sourcing strategies have traditionally been tailored to procure the required products at the “right” times in the “right”
quantities (also referred to as Just-In-Time purchasing).
Although there is widespread acceptance of this basic premise, achieving this strategic objective has become more difficult due to the globalization of the supply chain. Recent
industry evidence and academic research on global supply
chains has indicated that we need to change our analysis of
key tactical and operational sourcing decisions. In this session, we will examine several aspects related to these decisions. More specifically, the focus will be on:

In addition to his academic experience, he has managed the
operations and financial aspects of a leather goods manufacturer. He has also been a Management Consultant specializing in inventory audits, carrying out feasibility analysis of new
ventures and writing procedure manuals for banking clients.
Dr. Robert Jacobs, Ph.D., Professor of
Operations Management, Indiana
University

• A comparative evaluation of direct purchasing, subcontracting, joint venture, and controlled manufacturing as
alternative global sourcing strategies. This framework will
be used to identify the critical dimensions underlying the
successful implementation of each of these mechanisms.

Biography:
F. Robert Jacobs is the E-II Faculty Fellow and
Professor of Operations Management at the Kelley School of
Business, Indiana University. He has degrees in Industrial
Engineering, Computer and Information Science, an MBA,
and a Ph.D. in Operations Management.

• An understanding of how a licensor of technology and/or
capabilities can determine an appropriate royalty rate to
negotiate with a licensee.

He is the author of over 50 research articles on topics, which
include inventory control, ERP systems, the design of manufacturing facilities, cellular manufacturing and the scheduling
of manufacturing operations.

• How a sourcing manager mitigate the impact of exchange
rate fluctuations in awarding global sourcing contracts.
• Simulation of a global supply chain to illustrate the
linkages between product design, sourcing, operations/
manufacturing, and sales.

Professor Jacobs has recently taught courses in Supply Chain
Management, Manufacturing Planning and Control for
Supply Chain, and Business Process Design. Over his 20years of professional experience, he has been a consultant to
many companies. A current technology transfer project is
with Honeywell Aircraft Landing Systems and involves the
development of a new aircraft brake disks using carbon-composite technology.

Dr. Asoo Vakharia, Professor of Supply Chain
Management, University of Florida
Biography:
Asoo J. Vakharia is the Beall Professor of Supply Chain
Management and Director of the Center for Supply Chain
Management in the Warrington College of Business
Administration at the University of Florida. Currently he also
serves as Chair of the Department of Decision & Information
Sciences in the College. He has Ph.D. and M.B.A. degrees in
Operations Management from the University of Wisconsin
and a B.COM. in Accounting and Economics from Bombay
University.

Jeffrey Regan, VP Materials
Management, Watson Pharmaceutical
Biography:
Jeff Regan is Vice President, Materials
Management for Watson Pharmaceuticals, a
leading specialty pharmaceutical company founded in 1984.
Jeff is responsible for providing Senior Supply Chain
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Asoo's research primarily focuses on e-Business and
Coordination Issues in Supply Chains Asoo's teaching interests are in Operations Management, Manufacturing Planning
and Control, Design of Manufacturing Systems,
Management of Service Operations, Operations Strategy,
Management Science, Transportation and Logistics Systems,
and MPC/ERP Systems Integration. He has also been
involved in Executive Teaching through the Arizona
Executive Program, the Arizona Executive Development
Course, the Florida Executive MBA Program, the Florida
Flexible MBA Program, the Florida Internet MBA Program,
the Florida Executive Scientists and Engineers Program,
Florida Professional MBA Program, and the Florida Corporate
AT&T MBA Program.

An active APICS member for over 25 years, Rhonda served
on numerous APICS national committees on APICS certification. In 2001, she served as chair of the APICS International
Conference. Rhonda has been a speaker at numerous
national and international conferences, including the APICS
International Conference, National Manufacturing Week,
IBM’s Global Supply Chain Management Executive
Conference and the South Africa SAPICS national conference.
Rhonda has been conducting research on supply chain management for several years, writing articles on supply chain
strategy, supply chain flexibility and the impact of demand
management strategies on the supply chain. She has published articles in Supply Chain Management Review, Journal
of Operations Management, Production and Inventory
Management Journal, among others.

In addition to his academic experience, he has managed the
operations and financial aspects of a leather goods manufacturer. He has also been a Management Consultant specializing in inventory audits, carrying out feasibility analysis of new
ventures and writing procedure manuals for banking clients.

Transportation Management 2020
1:00 pm – 1:45 pm Tuesday
Room: National Ballroom C

Supply Chain 2010
1:00 pm – 1:45 pm Tuesday
Room: National Ballroom B

Speaker: Rick Schart, VP & Director of Transportation,
JCPenney
Abstract:
The presenter will share his vision of the global transportation environment of today and the future. The presentation
will focus on the strategic decisions and daily operational
challenges a major U.S. retailer faces when importing products from around the world. The discussion will include a
review of the new systems and processes being implemented
to support this global sourcing. The need to develop strategic relationships with key partners along the entire supply
chain will be discussed as will the future external forces
[including environment, infrastructure, and security] that
must be factored into future strategic decisions.

Speaker: Dr. Rhonda Lummus, PhD., Assoc. Professor of
Operations & Supply Chain Management, Iowa State
University
Abstract:
Increasingly managers, researchers, and educators recognize
the importance of supply chain management (SCM) as both
a strategic and tactical weapon. Initially, the supply chain
was viewed as an entity that was primarily concerned with
upstream suppliers and supplier management. By the mid1990s, there was a change in orientation. The focus shifted
from upstream to the entire supply chain. As we move into
the end of the first decade of the 21st century, we are seeing
another shift in focus – from supply chain management to
strategic supply chain management. Learn the expected
changes in SCM practices in the next 5 to10 years, where
leading practitioners are planning to direct their organizations in SCM and what the educational and research needs
are to facilitate these changes in industry.

Rick Schart, VP & Director of
Transportation, JCPenney
Biography:
Richard (Rick) Schart is Vice President, Director
of Transportation for JCPenney. He assumed
this role in 2005. He is responsible for insuring timely, cost
effective movement of all merchandise and non-resale products from the domestic and international manufacturing
source to our stores, fulfillment centers, and customer
homes. He develops strategic relationships with key transportation service providers in all modes of transportation.
Rick manages and develops a staff of 50 transportation manager and is responsible for transportation annual expense
budget exceeding $1 billion.

Dr. Rhonda Lummus, PhD., Assoc.
Professor of Operations & Supply Chain
Management, Iowa State University
Biography:
Rhonda is an associate professor of operations
and supply chain management at Iowa State University and
President of the APICS Educational & Research Foundation
Board of Directors. She earned a B.S. in marketing from
Bradley University, a Ph.D. in operations management from
the University of Iowa, and spent fifteen years working in
industry in various materials management positions.

Rick holds a Bachelor’s degree in Business Administration /
Transportation/Logistics from the Ohio State University. He
has extensive strategic planning experience designing, reengineering, and managing supply chain functions for retailing channels. In-depth knowledge of all modes of domestic
and international transportation.

26

Data Overload:
The Agile Supply Chain
1:00 pm – 1:45 pm Tuesday
Room: National Ballroom D

Abstract:
One of the key drivers in the turnaround of JCPenney was
changing its business model from Store - based to
Centralized. The Centralization effort JCPenney executed was
all-encompassing beginning with the shift of the merchandising buying functions from the JCPenney Stores to the central JCPenney Home Office. To keep pace with new JCP Store
responsibilities, a new supply chain model was also implemented. JCPenney built 13 new warehouses called Store
Support Centers to replace the Store stockroom merchandise
receiving function in all of its 1100 stores. The Store Support
Centers were designed not only to be the complete receiving agents for the Stores but to deliver merchandise floorready.

Speaker: Jack Buffington, Director, Project Excellence, Coors
Abstract:
The good and bad news is that a typical supply chain is a
source of data from a multitude of internal and external
sources. Despite a wealth of raw data, many companies are
spending a majority of their time swimming through and
reconciling data instead of turning it into a competitive
advantage. In today's competitive global landscape, supply
chain leaders must achieve an agile supply chain for their
suppliers and customers to compete, and this can only occur
through the real-time harnessing of data into valuable competitive intelligence.

Fundamental to the execution of the new supply chain
model was the establishment of a pro-active supplier development and supplier compliance and collaboration program.
A retailer’s supplier base can be one its greatest assets or one
it’s greatest liabilities. JCPenney recognized the former, and
took the position that the supplier base would have a significant impact on the success of the new supply chain initiative. In order to achieve the supplier results necessary for success, JCPenney subscribed to the notion that a collaborative
compliance program balancing financial human and informational assets would deliver mutual benefits.

Coors' Golden Brewery complex is the world's largest manufacturing site in its industry. It provides Coors U.S. market
with over 75% of its manufactured product in an ever
changing consumer market space, continuously seeking
innovation and new ideas. In order for this manufacturing
operation to be able to respond to the needs of its suppliers,
wholesalers, and consumers, it must make this large old,
complex operation "turn on a dime", which can only occur
through the harnessing of supply chain data. Buffington discusses how Coors has achieved an agile supply chain, given
its significant constraints, through the harnessing of data into
valuable information.

Tom will discuss JCP’s supplier collaboration journey from it’s
inception in year 2000 to the present. Highlights of the discussion will include JCPenney’s point of view of the elements
critical for success. This will include the organizational, technological and attitudinal changes necessary to successfully
manage supplier performance.

Jack Buffington, Director,
Project Excellence, Coors

Tom Vandenbush, VP & Director of
Supply Chain Support, JCPenney

Biography:

Biography:
Tom Vandenbush is Vice President and
Director of Supply Chain Support for
JCPenney. Tom is responsible for providing strategic and
operational leadership for the supply chain logistics activities
supporting the movement of merchandise from suppliers to
the JCPenney stores and catalog/internet customers. This
includes oversight of the supplier collaboration program and
merchandising logistics. -

Mr. Buffington is presently responsible for
lower valley operations for Molson Coors'
Golden Colorado operation - the largest single site brewery
in the world. Before this position, he was the Director of
Supply Chain transformation at the Coors Brewing
Company, and was the Director of e-Business for two years
at Coors as well. In his prior experience, Buffington was an
adjunct professor in the Information Technology and
Management departments at the Daniel's School of Business
at the University of Denver, and worked for KPMG, a Big Five
consulting firm. He is also an author of the book "An Easy
Out: America's Addiction to Outsourcing", which is due to be
published in August, 2007.

Tom, a native of Green Bay Wisconsin, is a B.B.A. graduate of
St, Norbert College, De Pere, Wisconsin. Tom started his supply chain career in 1969 when he joined the JCPenney
Catalog Division in Milwaukee, Wisconsin. In 1989 after a
various catalog fulfillment and operations assignments in five
US locations, Tom became Manager of the JCP Manchester
Ct. Regional Catalog Fulfillment Center. In 1999 Tom moved
to the JCP Home Office as Director of Facility Operations for
the Company. In March 2004, Tom was assigned head of
JCP’s new logistics services organization and became Director
of Supply Chain Support.

Supplier Development &
Collaboration Compliance
2:00 pm – 2:45 pm Tuesday
Room: National Ballroom A
Speaker: Tom Vandenbush, VP & Director of Supply Chain
Support, JCPenney
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Managing Risk in the Supply
Chain: Identifying Weaknesses &
Vulnerabilities
2:00 pm – 2:45 pm Tuesday
Room: National Ballroom B
Speaker: Dr. Jennifer Blackhurst, Ph.D., Assistant Professor of
Logistics & Supply Chain Management, Iowa State University
Abstract:
Today’s supply chains are exposed to increased levels of risk
that threaten the organization’s ability to deliver a quality
service in a timely cost effective manner. This session introduces the concept of supply chain risk management and
presents tools for managing supply chain risks. Emphasis will
be placed assessing the level of supply chain risk exposure
and developing a risk management program.

that indicate that the practice of aggregating and reporting
a company’s economic, environmental and social impacts
(the triple bottom line) has been adopted by many companies worldwide , there is considerable variation and confusion among businesses in terms of effective implementation
of meaningful practices.

recent book, The Green Baron: A Business Parable on
Ecolution is due out in May.

This session will look at the role of the environment in terms
of supply chain management, utilizing examples from our
research. We will discuss why it is imperative for managers
to understand and embed environmental implications into
their decision making. The concept of utilizing a green
approach to value stream analysis for the identification of
environmental improvement opportunities will be introduced.

Richard R. Young holds a B.S. in Operations
Management from Rider University, M.B.A. in
Marketing from the State University of New York at Albany
and a Ph.D. in Business Logistics from The Pennsylvania State
University. He did additional graduate study in Management
Science at the University of Massachusetts and German language training at the Karl Duisburg Society.

These environmental concepts are rooted in the premise that
waste of any kind in the supply chain is inefficient and costly.
The firms discussed are in various stages of a paradigmatic
shift from the traditional operating practices commonly
found in their industries. This shift recognizes that environmental issues are in fact critical to their successful operation,
with cost, image, customer service, and sales implications
perhaps far exceeding compliance issues.

Dr. Jennifer Blackhurst, Ph.D., Assistant
Professor of Logistics & Supply Chain
Management, Iowa State University
Biography:
Jennifer Blackhurst, Ph.D. is Assistant Professor
of Logistics and Supply Chain Management in the College of
Business at Iowa State University. She received her doctorate
in Industrial Engineering from the University of Iowa in 2002.
Her research interests include: Supply Chain Risk/Supply
Chain Disruption Modeling and Management; Distributed
Systems/Supply Chain Modeling and Design; and Supplier
Assessment and Selection. She is a member of POMS,
INFORMS and DSI.

Dr. Steven Dunn, Ph.D., Professor &
Chair of Supply Chain & Operations
Management, University of Wisconsin
at Oshkosh
Biography:
Steve Dunn is Professor and Chair of Supply Chain and
Operations Management at the University of Wisconsin
Oshkosh. Dr. Dunn received his Ph.D. from The
Pennsylvania State University in 1992, with an emphasis in
Logistics and Operations Management. He has taught
courses in supply chain management, project management,
business consulting, entrepreneurship, ethics, and strategy.

Dr. Blackhurst has industry experience in manufacturing and
supply chain management. Prior to her career in academics,
she worked at Rockwell Collins where she was involved in
such areas as Industrial Engineering, Lean Manufacturing and
leading the transition of newly designed products from
Engineering to full-rate production on a government space
program.

In addition, he is on the faculty of Environmental Studies and
teaches environmental management at both the graduate
and undergraduate levels. He is the founder and director of
the Center for the Advancement of Sustainable Processes
and Environmental Research (CASPER) at UWO. Dr. Dunn
has worked on environmental projects with The World
Resources Institute, the US Agency for International
Development and taught in the graduate environmental program at Lund University in Sweden. He is a member of the
United Nations Global Business Forum on the Environment.

Sustainability is Good Business
2:00 pm – 2:45 pm Tuesday
Room: National Ballroom C
Speakers: Dr. Steven Dunn, Ph.D., Professor & Chair of
Supply Chain & Operations Management, University of
Wisconsin at Oshkosh & Dr. Richard Young, Ph.D., Professor,
Penn State University

Prior to his academic career, Dr. Dunn spent over ten years
with HJ Heinz, Inc. and John Labatt Ltd. in various managerial positions including project manager for corporate MRP II
implementation and plant operations manager. He is a
partner with The Sage Group, a strategic management consulting firm whose clients have included Nabisco, Con-Agra,
Lockheed-Martin, Farm Bureau Insurance and Kraft Foods.
His consulting and teaching assignments have taken him to
Europe, Asia and South America.

Abstract:
Environmental management has been defined as the lively
confusion of corporate plans and accidents, profits and incidents, along with the simple miscalculations that are
improved by resolve and panic. Despite this conundrum,
the industrialized world is rapidly approaching or past the
tipping point in terms of a willingness to take action in
response to global warming and the need for more sustainable energy policies and practices. However, despite findings

Dr. Dunn’s current research focuses on the application of
environmental management in the supply chain. His most
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ply partners?
• What is the value of relationship management and how do
you foster trust both within and between companies?

Dr. Richard Young, Ph.D., Professor,
Penn State University

• How do you acquire exemplary supply chain talent and
grow supply chain leaders?

Biography:

• What models are appropriate to evaluate supply chain risk?
• How does the organization create a strategic agenda
focused on processes and systems and measure perform
ance across the supply chain?
Join your peers and explore these issues and more at this
executive gathering.

Prior to joining academia, Dr. Young was a Materials
Handling Engineer for the Thatcher Glass Company,
Corporate Purchasing Manager at the Sprague Electric
Company and Purchasing Manager for the Life Sciences
Group at American Hoechst Corporation. During the
Celanese merger he headed an integration task force and
afterwards became Director of International Distribution for
the Specialty Chemicals Group.

Dr. Rhonda Lummus, Ph.D., Assoc.
Professor of Operations & Supply Chain
Management, Iowa State University
Biography:
Rhonda is an associate professor of operations
and supply chain management at Iowa State University and
President of the APICS Educational & Research Foundation
Board of Directors. She earned a B.S. in marketing from
Bradley University, a Ph.D. in operations management from
the University of Iowa, and spent fifteen years working in
industry in various materials management positions.

Dr. Young's research interests lie in the continuing refinement
of consortium benchmarking methodology, strategic supply
management strategy, and international supply chain complexity specifically with regard to its cost implications and the
problems it poses to supply chain security. In the area of
reverse logistics flows, his dissertation received a research a
grant from the National Association of Purchasing
Management.

Rhonda has been conducting research on supply chain management for several years, writing articles on supply chain
strategy, supply chain flexibility and the impact of demand
management strategies on the supply chain. She has published articles in Supply Chain Management Review, Journal
of Operations Management, Production and Inventory
Management Journal, among others.

Supply Chain 2010
2:00 pm – 2:45 pm Tuesday
Room: National Ballroom D

Dr. Robert Jacobs, Ph.D., Professor of
Operations Management, Indiana
University

Facilitators: Dr. Rhonda Lummus, Ph.D., Assoc. Professor of
Operations & Supply Chain Management, Iowa State
University & Dr. Robert Jacobs, Ph.D., Professor of
Operations Management, Indiana University

Biography:
F. Robert Jacobs is the E-II Faculty Fellow and
Professor of Operations Management at the Kelley School of
Business, Indiana University. He has degrees in Industrial
Engineering, Computer and Information Science, an MBA,
and a Ph.D. in Operations Management.

Abstract:
Once upon a time, supply-chain management was a way to
stand out from the competition by boosting efficiency. Now
it's a strategic imperative. Yet while executives are more
aware, than ever of the need to effectively and profitably
manage supply networks to drive bottom-line success, the
struggle to turn theory into practice goes on. This informal
round-table discussion will provide the opportunity to
exchange ideas with other executives on the future of supply
chain management. Suggested questions to be addressed
include:

He is the author of over 50 research articles on topics, which
include inventory control, ERP systems, the design of manufacturing facilities, cellular manufacturing and the scheduling
of manufacturing operations.
Professor Jacobs has recently taught courses in Supply Chain
Management, Manufacturing Planning and Control for
Supply Chain, and Business Process Design. Over his 20years of professional experience, he has been a consultant to
many companies. A current technology transfer project is
with Honeywell Aircraft Landing Systems and involves the
development of a new aircraft brake disks using carbon-composite technology.

• How are companies maximizing supply chain structure
and agility to respond to the global marketplace?
• How does the organization improve com
munication, and

increase collaboration among sup-

29

Session Abstracts
Keynote: Staples and
Sustainable Business…Doing
Business in the 21st Century
4:15 pm – 5:00 pm Tuesday
Room: National Ballroom C
Keynote Speaker: Mark Buckley, VP Environmental
Affairs, Staples, Inc.
Abstract:
More and more companies are embracing sustainable
business or the concept of the “triple bottom line”.
They are beginning to understand that businesses will
be measured by delivering consistently strong financial
results, but also strong social and environmental performance through out their global supply chains. Learn
how Staples, Inc is incorporating these values into
strategic business plans and balancing the needs of a
high growth company with the needs of social and
environmental issues in order to do business in the 21st
century. Explore how Staples is beginning to derive
value from environmental performance in four key
areas of their corporate commitment; the development
and promotion of environmentally preferable products,
recycling initiatives, energy and global climate change
and environmental education for associates and customers. Sustainable business businesses can be successful while serving an important social purpose.

Day Three, Wednesday,
June 13, 2007

Super Sessions repeated from
9:15 am- 3:45 pm (Refer to pages
11–14 for Super Session details)

Keynote: The Paradigm Shift:
Recruiting, Developing &
Retaining Talent
8:00 am – 9:00 am Wednesday
Room: National Ballroom C

Keynote Panel: SCLA 2007:
It’s a Wrap
4:00 pm – 5:00 pm Wednesday
Room: National Ballroom C

Keynote Speaker: Mike Theilmann, EVP, Chief Human
Resources & Administrative Officer, JCPenney
Abstract:
Over the past five years JCPenney has been undergoing a
business transformation. A central part of the transformation
has been building a culture based on engaging Associates
across the enterprise. Mike Theilmann, EVP Chief HR and
Administration Officer will share JCPenney’s innovative
approaches to engagement, communications, leadership
development and engaging their over 150,000 Associates.
Mike Theilmann, EVP, Chief Human
Resources & Administrative Officer,
JCPenney
Biography:
Mike Theilmann is Executive Vice President,
Chief Human Resources and Administrative Officer for
JCPenney Company, Inc., one of America’s largest department store, catalog and e-commerce retailers.

Mark Buckley, VP, Environmental
Affairs, Staples, Inc.

Mike was appointed to his current position in June 2005.
Prior to joining JCPenney, he held positions of increasing
responsibility at Yum! Brands, Inc., including SVP
International Human Resources & Chief People Officer. Mike
was at Yum!, the parent company of KFC, Taco Bell, Pizza
Hut, A&W and Long John Silver's, and its predecessor
PepsiCo for 12 years. Before joining Yum!, Mike worked in
Human Resources at Burger King and Grand Metropolitan.
He has been in the human resources field for nearly 20 years.
He began his career as an Actuary for Towers Perrin.

Biography:
Mark Buckley directs Staples’ environmental commitment and sustainable
business practices to protect and preserve natural
resources. He is responsible for driving the company’s
environmental leadership in four major areas: the purchase and promotion of recycled content products;
chain-wide recycling initiatives; energy conservation
programs and renewable power procurement; as well
as educational initiatives for customers and associates.
A 16-year Staples veteran, Buckley was previously vice
president of facilities management and purchasing at
Staples where he directed company-wide recycling and
energy conservation programs. Prior to joining Staples,
Buckley held several leadership positions in the field of
environmental management for Star Market,
Continental Baking, General Environmental Services
Inc. and the U.S. Department of Interior/Aquaculture
Project. He holds a Bachelor’s degree in biology from
St. Anselm’s College and is an active member of several
environmental groups for the State of Massachusetts.

A graduate of Gustavas Adolphus College in Minnesota, Mike
also holds an MS in Physics from the University of Nebraska.
He has been active in local organizations, including United
Way of Metropolitan Dallas. Mike lives in Dallas with his
wife, Nancy, and three children.
Mike is the chairman of the JCPenney Afterschool Fund
Board, which works with leading after school providers and
advocates to provide children with high quality after school
programs to help them reach their full potential. JCPenney
Afterschool has raised over $50 million over the past five
years. Mike is a member of the Human Resources Policy
Institute at Boston University School of Management and the
Human Resource 50. He is on the J.R. Baker Advisory Board,
the Wharton School at the University of Pennsylvania.
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Council of Logistics Management (CLM), Consumer
Healthcare Association, and was a featured speaker at the
2005 ProMat Material Handling Conference.
Jim LaBounty, SVP & Director of Supply
Chain Management, JCPenney
Biography:
Jim LaBounty is Senior Vice President and
Director of Supply Chain Management for
JCPenney. He is also the President of JCP Logistics LP, an
operating subsidiary of JCPenney. Jim is responsible for providing strategic and operational leadership for the supply
chain activities surrounding the movement of merchandise
from suppliers to the JCPenney stores and catalog/internet
customers. This includes oversight of a $1 billion pipeline
operation comprising 30 distribution activities located in 18
facilities throughout the United States and supported by over
8,000 associates. Jim directs necessary efforts to align and
execute logistics requirements in conjunction with overall
corporate strategies, plans, and programs.

Moderator: Kevin Smith, SVP of Supply Chain & Logistics,
CVS/pharmacy
Panelists: Jim LaBounty, SVP & Director of Supply Chain
Management, JCPenney, Don Ralph, SVP of Logistics,
Staples, Inc., Tom Perdue, Executive Vice President & COO,
NYK Logistics (Americas), Dr. Tom Goldsby, Assoc. Professor
of Supply Chain Management, University of Kentucky, Dr.
Arnold Maltz, Assoc. Professor of Supply Chain Management,
Arizona State University, Dr. Brian Gibson, Assoc. Professor of
Logistics, Auburn University & Dr. George Haley, Professor,
University of New Haven

Jim joined JCPenney in July, 2001 and became Vice President
and Director of Procurement in January, 2003. He became
Director of Supply Chain in March, 2004.

Abstract:
SCLA 2007: It’s a Wrap. The closing keynote highlights lessons learned from the SCLA program and provides some
insights and suggestions for the future. Key presenters from
industry and academia share a holistic view on how to best
leverage the SCLA experience as a strategic part of building
collaborative and winning teams in a competitive marketplace.

Prior to joining JCPenney, Jim served over 28 years in the
U.S. Army. His final assignments included leading a battalion
in the 2d Infantry Division, Korea; a tour as the Chief,
Congressional Liaison Office of the U.S. Army Material
Command, Virginia; and four years as the Commander of
the Defense Distribution Region West, headquartered in
California. Upon retirement from the Army, Jim became
CEO/President of the United Way of San Joaquin County,
California. His recent private sector experience also includes
Electronic Data Systems (EDS) and Perot Systems.

Kevin Smith, SVP of Supply Chain &
Logistics, CVS/pharmacy
Biography:
Kevin Smith is Senior Vice President of Supply
Chain & Logistics for CVS/pharmacy,
Americans #1 pharmacy, generating over $36B in revenue
and dispensing prescriptions in over 5300 stores in 36 states
and the District of Columbia. For the past 5 years, Kevin’s
role at CVS has been to facilitate changes in the overall
Supply Chain and create a highly responsive end-to-end fulfillment process for the drug class of trade. This has become
increasingly important as CVS expands rapidly throughout
the United States.

Jim LaBounty holds a bachelors degree from Illinois State
University and a M.B.A. in Logistics Management from the
University of Alabama. A certified Department of Defense
Program/Project Manager, Jim is also a graduate of the
Army’s Command and General Staff College.
Don Ralph, SVP of Logistics,
Staples, Inc.
Biography:
Mr. Ralph is Senior Vice President of Logistics
for Staples, the world’s largest office products
company and is based in the firm’s headquarters in
Framingham, MA. Staples conducts retail and B2B operations in 22 countries in North and South America, Europe
and Asia.

Prior to joining CVS, Kevin, a University of Massachusetts
graduate, who describes himself as a “recovering supplier”,
spent nearly 27 years in the CPG food manufacturing arena;
most notably as Vice President of Logistics and Customer
Support at H.J. Heinz; and at Kraft Foods where he held
numerous positions, including Director of Network Design
and Implementation.

Mr. Ralph’s areas of responsibility include overseeing Staples’
Fulfillment, Delivery, Transportation, Wholesaler and
International Logistics operations, as well as, its Planning &
Engineering, Logistics Strategy and Project Management
Office. Staples logistics network currently comprises over 12
million square feet of infrastructure.

Kevin has been a longtime member and contributor to the
Council of Logistics Management, and is currently serving as
Chairman of the Board of Managers for the Worldwide Retail
Exchange (WWRE), and Chairman of the Logistics
Committee of the National Association of Chain Drug Stores
(NACDS). Kevin has recently made presentations to the

At Staples, Mr. Ralph has restructured both the Delivery and
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Retail logistics networks and developed an operating team
that many consider best in the office products industry.

regional and national advantages. He has done research and
taught in Argentina, Denmark, Israel, and Mexico as well as
the United States.

Prior to joining Staples, Mr. Ralph developed an extensive
logistics and operating background while spending 27 years
in the Department Store business, sixteen (16) with
Federated Department Stores and eleven (11) with The May
Department Stores Company. His positions included
Director of Transportation Logistics, Director of Distribution,
Vice President of Distribution, Vice President of Logistics and
Senior Vice President of Operations.

Dr. Brian Gibson, Assoc. Professor of
Logistics, Auburn University
Biography:
Dr. Brian Gibson serves as Associate Professor
of Logistics in the Department of Aviation
Management and Logistics at Auburn University. He is the
program coordinator for the Logistics major and teaches a
variety of transportation, logistics, and supply chain management courses at the undergraduate and graduate levels.

Dr. Tom Goldsby, Assoc.
Professor of Supply Chain Management,
University of Kentucky

Dr. Gibson has more than fifteen years of industry, consulting, and training experience in the logistics field, including
recent projects with Accenture, the Council of Supply Chain
Management Professionals, IKEA, and Purolator USA. He
earned his doctoral degree from the University of Tennessee,
an MBA degree from Wayne State University, and an undergraduate degree from Central Michigan University.

Biography:
Dr. Thomas J. Goldsby is Associate Professor of
Supply Chain Management at the University of Kentucky.
He has held previous faculty appointments at The Ohio State
University and Iowa State University. Dr. Goldsby holds a
B.S. in Business Administration from the University of
Evansville, M.B.A. from the University of Kentucky, and Ph.D.
in Marketing and Logistics from Michigan State University.
Prior to entering academe, Dr. Goldsby was a Logistics
Analyst for the Valvoline Company. He previously worked for
the Transportation Research Board of the National Academy
of Sciences in Washington, D.C. and as a research fellow at
the University of Kentucky Transportation Research Center.
He has also served as a consultant to manufacturers, retailers,
and logistics service providers.

Dr. George Haley, Professor, University
of New Haven
Biography:
George T. Haley received his Ph.D. in
Marketing (with a concentration in Industrial
Technology and Product Management and
Minors in International Business and Government) from the
School of Business, University of Texas at Austin in 1989. He
is Professor of Industrial Marketing and International Business
at the University of New Haven where he teaches in graduate and executive programs and is the founding Director of
the Center for International Industry Competitiveness which
addresses the concerns of manufacturing companies in global environments. Professor Haley is an expert on emerging
and industrial markets, including the historical, cultural and
legal environments in which business strategies are formulated. His expertise includes strategic forecasting, B2B marketing, channels of distribution, branding, new product development, auditing of technology and the management of
intellectual property in emerging markets.

Dr. Goldsby’s research interests focus on logistics customer
service and supply chain integration. He also has interest in
the theory and practice of lean and agile supply chain strategies. He has published several articles in academic and professional journals and serves as a frequent speaker at academic conferences, executive education seminars, and professional meetings.
Dr. Arnold Maltz, Assoc. Professor of
Supply Chain Management, Arizona
State University
Biography:
Arnold Maltz is Associate Professor of Supply
Chain Management in the W. P. Carey School of Business at
Arizona State University. Dr. Maltz teaches logistics and supply chain management at the undergraduate and graduate
level. He previously taught logistics and marketing at New
Mexico State University and spent twelve years in transportation and distribution prior to earning his Ph. D. in
Logistics/Marketing at the Ohio State University.

Before he joined UNH, Professor Haley taught on the faculties of other top universities, including the Instituto
Tecnologico y de Estudios Superiores de Monterrey
(Monterrey, Mexico), National University of Singapore,
Queensland University of Technology (Brisbane, Australia),
Thammasat University (Bangkok, Thailand), DePaul
University (Chicago), Fordham University (New York), Baruch
College (New York) and Harvard University. He has presented
seminars to academics, managers and government policy
makers in the USA, Vietnam, Thailand, India, Singapore,
Mexico, Australia and New Zealand.

Dr. Maltz is currently investigating the formation and operation of global supply chains, with particular concerns around
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SCLA 2007
Mentors

SCLA 2007
Meeting the Goals

2007 Supply Chain Leaders in Action Program:
University Mentors

Company: __________________________________________________________________________________
Company Representative(s): ________________________________________________________________

Dr. Brian Gibson, Professor,
Auburn University
Ph: 334-844-2460
Email: bgibson@business.auburn.edu

Dr. Jennifer Blackhurst, Professor,
Iowa State University
Ph: 515-294-2839
Email: jvblackh@iastate.edu

Dr. O. Keith Helferich, Professor,
Central Michigan University
Ph: 517-281-2064
Email: okeithhelferich@msn.com

Dr. Rhonda Lummus, Professor,
Iowa State University
Ph: 515-294-2275
Email: rlummus@iastate.edu

1.1 Action:
Contact:

Dr. George Haley, Professor,
University of New Haven
Ph: 203-931-6004
Email: gthaley@sbcglobal.net

Dr. Edward Arnheiter, Professor, RPI
Ph: 860-548-7833
Email: arnhee@rpi.edu

2.1 Action:
Contact:

Dr. Asoo Vakharia, Professor,
University of Florida
Ph: 352-392-8571
Email: asoov@ufl.edu

1.1 Action:
Contact:

Dr. Richard Dawe, Professor,
Golden Gate University
Ph: 415-442-6594
Email: rdawe@ggu.edu

Dr. Robert Jacobs, Professor,
Indiana State University
Ph: 812-855-2676
Email: Jacobs@indiana.edu

Dr. Arnold Maltz, Professor,
Arizona State University
Ph: 480-965-9768
Email: arnie.maltz@asu.edu

Dr. Thomas DeCarlo, Professor,
University of Alabama at Birmingham
Ph: 205-934-8989
Email: tdecarlo@uab.edu

Dr. Thomas Goldsby, Professor,
University of Kentucky
Ph: 859-257-2979
Email: goldsby1@uky.edu

Dr. Stephen Derby, Professor, RPI
Ph: 518-276-6991
Email: derbys@rpi.edu

Dr. David Menachof, Professor,
City University, London
Ph: 011-44-207040 8742
Email: d.menachof@city.ac.uk

Dr. Charles Sox, Professor,
University of Alabama
Ph: 205-348-8992
Email: csox@cba.ua.edu

Dr. Alex Sommers, Professor,
University of
New Haven
Ph: 203-932-7251
Email: alexsom@charger.newhaven.edu

Dr. Joe Hanna, Professor,
Auburn University
Ph: 334-844-2468
Email: hannajb@auburn.edu

Dr. Richard Young, Professor,
Penn State University
Ph: 717-948-6138
Email: rry100@psu.edu

Dr. Paul Zinszer, Professor,
Syracuse University
Ph: 315-443-3452
Email: pzinszer@syr.edu

Dr. Garland Chow, Professor, University of
British Columbia
Ph: 604-822-8328
Email: garland.chow@sauder.ubc.ca

Dr. Steve Dunn, Professor,
University of Wisconsin at Oshkosh
Ph: 920-424-2162
Email: dunns@uwosh.edu

Company Goals(*)

As a result of the exposure to topics, super sessions, and speakers at
this conference, what are your next steps?

2.1 Action:
Contact:
1.1 Action:
Contact:
2.1 Action:
Contact:
1.1 Action:
Contact:
2.1 Action:
Contact:
1.1 Action:
Contact:
2.1 Action:
Contact:
1.1 Action:
Contact:
2.1 Action:
Contact:
(*) Company Needs: Information based on DBM Needs Assessment pre-conference.
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SCLA 2007
Meeting the Needs:
Matching with Sources

Monday, June 11, 2007
7:00 am – 8:00 am
Breakfast meeting

Company: __________________________________________________________________________________

Mentor Name:______________________________________________________________

Company Representative(s): ________________________________________________________________

Mentor’s University: _________________________________________________________
Additional Contact Information:_________________________________________________

Company Needs(*)

Suggested Knowledge Sources:

Meeting Notes:
1.

Sessions:

References:

2.

Sessions:

References:

3.

Sessions:

References:

4.

Sessions:

References:

5.

Sessions:

References:

(*) Company Needs: Information based on DBM Needs Assessment pre-conference.
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Monday, June 11, 2007
4:15 pm – 5:15 pm
Peer Group Roundtable

Monday, June 11, 2007
Super Session
9:30 am – 4:00 pm
Name of Super Session: __________________________________________________________

University Facilitator:______________________________________________________________
University Affiliation:______________________________________________________________

Notes:

Peer Group Disignation:___________________________________________________________
Discussion Topics:

Notes:
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Tuesday, June 12, 2007
10:30 am – 11:30 am

Tuesday, June 12, 2007
9:15 am – 10:15 am
AM Session: _____________________________________________________________________

AM Session: _____________________________________________________________________

Notes:

Notes:
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Tuesday, June 12, 2007
11:45 am – 12:45 pm
Lunch meeting

Tuesday, June 12, 2007
1:00 pm – 1:45 pm

Mentor Name:___________________________________________________________________

PM Session: _____________________________________________________________________

Mentor’s University: ______________________________________________________________

Notes:

Additional Contact Information:____________________________________________________
Meeting Notes:
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Tuesday, June 12, 2007
3:00 pm – 4:00 pm
Peer Group Roundtable

Tuesday, June 12, 2007
2:00 pm – 2:45 pm
PM Session: _____________________________________________________________________

University Facilitator:______________________________________________________________
University Affiliation:______________________________________________________________

Notes:
Peer Group Designation:__________________________________________________________
Discussion Topics:

Notes:
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Wed., June 13, 2007
7:00 am – 8:00 am
Breakfast meeting

Wed., June 13, 2007
Super Session
9:15 am – 3:45 pm

Mentor Name:___________________________________________________________________

Name of Super Session: __________________________________________________________

Mentor’s University: ______________________________________________________________

Notes:

Additional Contact Information:____________________________________________________
Meeting Notes/Follow up:
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2007 Supply Chain Leaders in Action Participant Score Card

2007 Supply Chain Leaders in Action Program Score Card
Please return this form no later than June 13, 2007 in the box at the Registration Desk. We need all forms returned so that we
can properly process all paperwork needed for the Certificate of Advanced Education from the University of Kentucky.
Thank you for your cooperation.

How many breakout session did you attend?

Name (as you’d like it to appear on your certificate): ___________________________________________________________________
Soc. Sec. Number:

How many keynotes did you attend?

(Necessary to receive CEU’s from the University of Kentucky)

Company: _______________________________________

___________________ Title: ___________________________

Address (No PO Boxes Please): ______________________________________

City: _______________________________________________________ State: _________________________ Zip: _________________

How many Super Sessions did you attend?

Phone: ___________________________ Fax: ________________________ Email: _____________________________________________

Did you attend the Sunday Welcome reception?
Yes

No

Overall, how would you rate the
Supply Chain Leaders in Action Program?

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Super Session 1 – Supply Chain Finance

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Super Session 2 – Workforce Development

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Super Session 3 – Demand Driven Supply Chain

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Super Session 4 – Supply Chain Collaborative

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Best Practices Track

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Hot Topics Track

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Transportation Issues

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Future Trends & Issues

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

Please evaluate the following Super Sessions:

Did you attend the Circle of Excellence Awards Banquet?
Yes

No

Yes

No

Did you participate in your peer group sessions?
Yes
Did you participate in the golf tournament?
Yes

No
Please evaluate the following tracks:

Did the experience meet your expectations? (Circle One)
Was below
Expectations
1

Met
Expectations
2

Exceeded
Expectations
3

Greatly exceeded
Expectations
4

If you answered no to the previous question please explain.

Please evaluate the SCLA
mentoring program:

What benefit(s) did you gain from the experience?
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2007 Speaker/Session Score Card

2007 Speaker/Session Score Card
Did this presentation meet your needs?
Rating Scale 1-5
1= Strongly disagree
5= Strongly agree

1

2

3

4

5

1

2

3

4

5

Tuesday, June 12, 2007
8:00 – 9:00
Keynote Panel: Infra-Structure
in the Future
9:15 – 10:15
Session Panel: Importing from
China: Challenges to Landed Total
Cost on the Asian Side of the Supply
Chain, Dr. Garland Chow

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

The Flow of Goods: Understanding
the Supply Chain all the Way
Through the Shelf, Billy Boykins,
Procter & Gamble

1

Session Panel: Collaborating
to Create Capacity, Dr. Joe Hanna

1

2

3

4

5

1

2

3

4

5

Session Panel: The Internet’s
Impact on the Supply Chain,
Dr. Richard Dawe

1

2

3

4

5

1

2

3

4

5

10:30 – 11:30
Session Panel: Importing from China:
Challenges to Landed Total Cost on
the US (NA) Side of the Supply Chain

Rate speaker’s overall performance?
Rating Scale 1 -5
1= Poor
5= Excellent

1

2

3

4

5

1

2

3

4

5

Supply Chain 2010, Dr. Rhonda Lummus,
Iowa State University

1

2

3

4

5

1

2

3

4

5

Transportation Management 2020,
Rick Schart, JCPenney

1

2

3

4

5

1

2

3

4

5

Data Overload: The Agile Supply
Chain, Jack Buffington, Coors

1

2

3

4

5

1

2

3

4

5

Session Panel: Collaborating
to Create Capacity, Dr. Joe Hanna

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

Managing Risk in the Supply Chain:
Identifying Weakness & Vulnerabilities,
Dr. Jennifer Blackhurst,
Iowa State University

1

2

3

4

5

1

2

3

4

5

Sustainability is Good Business,
Dr. Steven Dunn, University of ,
Wisconsin at Oshkosh

1

2

3

4

5

1

2

3

4

5

Sustainability is Good Business,
Dr. Richard Young, Penn State University

1

2

3

4

5

1

2

3

4

5

Supply Chain 2010, Dr. Rhonda Lummus,
Iowa State University

1

2

3

4

5

1

2

3

4

5

Supply Chain 2010, Dr. Robert Jacobs,
Indiana University

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

Tuesday, June 12, 2007

Monday, June 11, 2007
8:00 – 9:15
Keynote Panel: Merger’s &
Acquisitions: A Roadmap for Success

Did this presentation meet your needs?
Rating Scale 1-5
1= Strongly disagree
5= Strongly agree

Rate speaker’s overall performance?
Rating Scale 1 -5
1= Poor
5= Excellent

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

Leveraging RFID to Drive Value in
Your Supply Chain, Phil Therrien,
Kimberly-Clark

1

2

3

4

5

1

2

3

4

5

Inbound & Outbound Visibility to
Help Leverage Price & Capacity –
Do you Have the Entire Supply
Chain in View?,George Duggan, BNSF

1

2

3

4

5

1

2

3

4

5

Inbound & Outbound Visibility to
Help Leverage Price & Capacity –
Do you Have the Entire Supply
Chain in View?, John Rutherford, DFS

1

2

3

4

5

1

2

3

4

5

Session Panel: Mass Customization
Forecasting for the Individual
Consumer, Dr. Asoo Vakharia

1

2

3

4

5

1

2

3

4

5

1:00 – 1:45
Global Sourcing, Dr. Asoo Vakharia,
University of Florida

2:00 – 2:45
Supplier Development & Collaboration
Compliance, Tom Vandenbush, JCPenney

Wednesday, June 12, 2007
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8:00 – 9:00
Keynote: The Paradigm Shift: Recruiting,
Developing & Retaining Talent,
Mike Theilmann, JCPenney
4:00 -5:00
Keynote Panel: SCLA 2007: It’s a Wrap
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Do You Have What It Takes to Succeed? Five Traits of
Successful Supply Chain Pros
David MacEachern, Supply Chain Management Review, May 1, 2004
Corporate leadership teams today are looking at supply chain management in a new light. For them,
managing the supply chain has evolved beyond gaining a competitive edge; it's now about ensuring
survival in a global marketplace. And when one considers that a typical company's supply chain-related
costs can represent more than 80 percent of revenue and 50 percent of assets,1 it's clear that the risks of
mismanaging the supply chain can be fatal. In fact, supply chain management has become such a critical component of business that companies are willing to pay a premium for executives who excel at it.
For nearly 50 years, Spencer Stuart, a global executive-search firm, has studied what it means to be an
exceptional leader across all segments of the organizational spectrum. As a leader of one of the firm's
fastest-growing practices, I have witnessed firsthand the evolution of both the supply chain function
itself and the people who lead it. That evolution is exemplified by Mark Holifield of Office Depot. In
1997 he became one of the industry's first senior vice presidents of supply chain, a title rarely seen in the
profession up to that point. At that time, his responsibilities primarily revolved around replenishment
and retail distribution. Today, as Office Depot's executive vice president of supply chain, he's closely
involved with merchandising, marketing, and store operations. That's on top of his more traditional distribution, transportation, and inventory management responsibilities.
The elevation of the supply chain function comes as no surprise to Patrick M. Byrne, managing partner
for Accenture's supply chain management practice. "The supply chain has changed dramatically over the
last three years," says Byrne. "Depending on the industry, the supply chain could comprise nearly 70 percent of cost structure, including inventory, warehousing, and transportation. It's an important arena. And
while there are quality people in the profession, there aneeds to be more."
To get a closer understanding of the skills and experiences needed to succeed in this new arena, I
recently spoke with a number of highly regarded, senior executives with deep supply chain knowledge.
While these individuals bring their own experiences and perspective to the conversation, they all agreed
on one point: There's no longer any such thing as an ideal career path for a supply chain leader (a statement that cannot be made of many professions). The experts agree on another important point: Given
the complexity of managing the supply chain, the onslaught of hypercompetition in virtually every
industry, the globalization of markets, and an increased reliance on outsourcing, successful supply chain
executives must posses a much broader skill set today than ever before.
Gene Tyndall, a partner with Supply Chain Executive Advisors and a long-standing thought leader in the
field, explains: "When I began consulting with Xerox in the early 1980s, we were viewed merely as distribution experts and later as logistics experts. Today, the function continues to evolve from a narrow, tactical focus to a broad-based, strategic one—all the more reason why the people who lead supply chain
management have to continue to expand their knowledge and skills."
Five Key Success Traits
What are those skills and characteristics so essential to success and advancement in the supply chain
space? Based on interviews with senior executives and our many client engagements in this area, we
have identified five specific competencies that are essential to career success—leadership, global perspective, business acumen, strategic thinking, and technology savvy. The ability to develop these competencies—and expertly apply them to add value in the organization—is the key to a successful supply chain
career today. Not surprisingly, it's these same qualities that we at Spencer Stuart look for when evaluating and recruiting a supply chain management executive. (See accompanying sidebar on page 35 on
where we look for supply chain talent.)
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Leadership
First and foremost, a supply chain executive must be a leader. No longer can professionals in this discipline be content to play a behind-the-scenes role. Instead, they must be front-and-center in the organization. And as the strategic role of the supply chain executive increases, so too do the requisite leadership skills. People management and motivation skills, for example, are critical for the executive responsible for overseeing a complex and dispersed set of functions and processes. So, too, is the ability to take
a corporate vision and translate that into an action plan that will be executed efficiently to achieve the
desired results.
Central to effective leadership is the ability to build relationships. "This is where the time needs to be
spent," believes Rick D. Blasgen, senior vice president of integrated logistics for ConAgra Foods. "Without
relationship building, we would all be ineffective. Today, we have to build sustainable and collaborative
interpersonal relationships with practically everyone because supply chain sits in the center of a lot of
activity. This requires that we leverage tons of information throughout the organization. Be it through
task forces or just old-fashioned teamwork, supply chain leaders must get their key constituents to work
together and collaborate. If not, they'll fail."
"Three to four years ago, we were looking for functional depth only," adds Nick Cullen, executive vice
president and chief supply chain officer for The Gap. "The emphasis is much different today given the
amount of money sitting in the supply chain. We need people who can look at different business models
and figure out how to help their own people make it happen. Essentially, leaders today need to manage
business transformation. They need to engage, excite, energize, and inspire the team to get everyone
moving toward the same goals. What makes this especially challenging is managing teams across distances and time zones."
Knowing how to use human resources effectively to drive supply chain change is, in fact, the hallmark of
a successful leader. According to Bill Ramsey, vice president of Six Sigma and operations for Honeywell
International, the supply chain executive must have the right people in place at all times. In this sense,
he or she plays a role similar to that of a general manager for a large organization. "Never compromise
on your people," advises Cullen. "You can have the best strategy and best tools, but people make the
difference." In fact, we've observed that the best leaders surround themselves with great people who will
one day be their successor. This requires building a team of individuals who are willing to cross-train
each other within the group.
Finally, there's a critical component of leadership that cannot really be taught. "Charisma and personality
are very important," explains Mary Schafer, business line executive for Delphi Delco Electronics.
"Successful supply chain executives get people, some who could be thousands of miles away, to follow
them and their plan."
So in short, the supply chain leader needs to be a team builder, delegator, communicator, collaborator,
and motivator. Given the intricacy of managing across continents and functions, he or she needs to play
all of these roles expertly.
Global Perspective
The new markets of opportunity—especially China, India, and Eastern Europe—have emerged at a
breathtaking pace in recent years. Organizations must find supply chain management executives who
are able to manage complex relationships in these emerging markets as well as in traditional ones. A big
part of that challenge is becoming comfortable with a truly global mindset. "Today, you need to have
the world at your desk," says Dan McHugh, executive vice president of global marketing, sales, and customer support for APL. "Leaders must have the tools to reach across the complexity of the change and
manage expectations, driving global success through agility, adaptability, and alignment throughout
their supply chain."
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In many cases, this requires firsthand experience of the cultures you're dealing with. However, the exact
degree to which executives need global experience varies according to their particular situation. "It completely depends on where your business is," explains Cullen of The Gap. "If 90 percent of your product is
sourced in the U.S. and 90 percent is consumed in the U.S., then firsthand global experience may not
be necessary. But if you are part of the global supply chain—and many of us are—living and working in
a specific country or region gives you a much better perspective on cultural differences and consumer
expectations and behaviors. However, we have to be realistic. The ability to move overseas is directly
impacted by the strategic direction of the organization, the particular stage of your career, and your
family needs."
For executives who cannot relocate, international travel becomes even more important to building a
global perspective. However, Tyndall stresses that such travel must be done with a purpose. "Take the
time to listen and ask the right questions," the veteran consultant advises. "This is your opportunity to
truly understand international cultures, a skill that is lacking in many professionals."
Another way to gain a more global perspective is to partner with knowledgeable third-party providers.
Blasgen of ConAgra points to the advantages of developing close relationships with 3PLs and then driving the knowledge throughout the supply chain organization.
Strong Business Acumen
Given the rapid evolution of the supply chain function and the expanding sphere of influence, companies require someone who can manage the entire supply chain—from sourcing and procurement to
manufacturing and distribution, and including key activities like alliance management and profit-and-loss
statement oversight. This requires an executive with a history of operational excellence; someone who
has a big-picture perspective but also can manage the details. "The first thing I look for is a record of
performance in multiple settings and in a variety of industries," says Honeywell executive Ramsey. "It
proves that their past successes were not special cases. It also shows that they understand how to drive
performance."
Accenture's Byrne points out that until only recently, the supply chain professional possessed a functionally oriented perspective. Today, they must adopt—and aggressively advocate—a horizontal business
perspective if they hope to maximize value in the supply chain.
The successful executive also must have broad general business experience. Ramsey expands on this
point: "They need a strong understanding across a broad skill-set of what makes supply chain tick. So
experience in buying, planning, making, delivering is critical. For example, if you are a sourcing leader
who doesn't understand manufacturing, how do you know which manufacturing vendors are the best?
This is why I want people with a breadth of experience. It's really no longer just about the supply chain;
it's now about the integrated supply chain."
Alliance management is another core component of business acumen, particularly as companies reassess
their supply chain activities to identify those that could be performed less expensively or more efficiently
by outside providers. As organizations increasingly outsource activities to third-party logistics providers or
contract manufacturers, the ability to manage these relationships becomes all-important. It requires
executives with strong customer-interfacing capabilities and the ability to understand the nuances of
complex alliance management.
Business acumen also entails an in-depth knowledge of performance measures and how to apply them
to the supply chain. "A world-class supply chain executive is constantly stringing the dots together," says
Cullen, "and then working to understand when one of those dots is in danger of failing. This requires
being smart about key performance indicators, understanding what's working, what isn't, and what's
not going to work in the future. This knowledge is founded on a strong financial orientation."
Unfortunately, supply chain managers who grew up in a specific functional area like logistics or purchas56

ing sometimes may be at a disadvantage when it comes to mastering general business expertise.
They've simply been concentrating on one area for too long. Leveraging the supply chain to capitalize
on business opportunities today requires someone who can work horizontally across the organization,
with experience in finance, sales, and marketing.
Strategic Thinking
What works today may not necessarily work tomorrow. Supply chain executives need to know how to
position their organizations for the future and stay ahead of the competition—and that requires a strategic orientation. Today's China could be tomorrow's Poland, India, or a revitalized Mexico. To succeed in
such a dynamic environment, great leaders skillfully manage the constantly moving components that
make up the entire supply chain. This requires the ability to think strategically, anticipating problems and
opportunities before they actually happen. When considering implementing supply chain initiatives, the
best supply chain leaders also know how to balance risks against potential payback.
"Strategy really is the ability to balance the essential components of the supply chain, which include customer service, inventory, total supply chain costs, and responsiveness," says Holifield of Office Depot. "To
achieve this delicate balance, an executive must be a complex and critical thinker."
For managers who have spent their entire careers in supply chain-related functions, one proven way to
develop a more strategic mindset is by exposing themselves to outside influences such as consultants.
Bringing in an outside expert to upgrade supply chain processes can not only improve the business but
also broaden the perspective of the supply chain leadership team. "This is what happened to me," says
Cullen. "In addition to spending a fair amount of time in our finance department, I also partnered with
our outside consultants and internalized much of their experience into my own way of thinking."
To further hone their strategic thinking skills, supply chain executives should participate in industry and
professional associations as well as executive-development programs such as those offered by leading
universities. A good rule of thumb is to spend 70 percent of your time inside the organization and the
other 30 percent focusing on innovation and best practices taking place outside of your organization.
This activity should not be restricted to your industry either. According to Tyndall, "Always be aware of
what other industries are doing; this is often how we develop our most strategic processes."
Technology Savvy
Technology is major enabler of the supply chain. And while supply chain executives do not necessarily
have to be technophiles, they do need to understand the importance of technology and appreciate how
it can improve overall supply chain processes. Accenture's Pat Byrne argues that technology has already
driven remarkable advances in supply chain management—and even greater advances are in sight.
But Cullen cautions that technology also can be a huge trap. "Unfortunately, we've had a tendency to
blame technology for our shortcomings," says The Gap's supply chain leader. "Rather than blame technology or even rely on it too much, lay out the process first and then determine how technology can
support the process — not the other way around."
How does a supply chain professional avoid the pitfalls while at the same time becoming technology
savvy? Sifting though the material provided by the vendors can help, though it's easy to get overwhelmed with the volume of information out there. To improve their technology IQ, it's also helpful to
read the trade magazines, participate in industry conferences, and work closely with internal and external consultants. Supply chain executives should be selective of the technology providers with whom
they partner. It's important to choose vendors that really understand users' needs and whose solutions
can quickly add value across the supply chain.
Ultimately, technology makes it all happen and brings everything together. Executives must have a solid
grounding in this area to maximize the supply chain's power.
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Gaining the Experience
It is nearly impossible for an individual to possess every necessary competency. However, smart executives recognize the skills needed to advance and take ownership of their development. Tyndall recommends a balanced approach to developing the needed competencies. "When looking at your professional development, split your time equally between strategy, technology, people, and process," he advises.
Based on our experience placing executives, we've found that certain types of activities typically pay big
dividends. Get experience outside of the core supply chain function and broaden your understanding of
finance, sales, and marketing. Go to customers and external vendors to learn how other companies are
handling their supply chains. When it's time to select service providers, choose those you can learn from.
Also, ask to be included on business development calls, an experience that can expand your perspective
on the business and help you better focus on customer-side growth. Network with industry associations
and universities. These organizations often offer excellent seminars, workshops, and training programs—
many of which are focused on the five core competencies we've discussed in this article. Finally, keep
current on developments in this business discipline.
"I always tell people that careers are marathons, not sprints," concludes ConAgra's Blasgen. "When it
comes to supply chain management, executives need to experience all of the various aspects, from
inventory planning to customer service—and to know that it takes time. Experience does not happen
overnight. And even after a 20-plus-year career, it doesn't stop. The road to excellence is always under
construction."
Author Information
David MacEachern leads the supply chain management efforts for Spencer Stuart, a global executive
search firm.
Footnotes
1D'Avanzo, Robert. "The Reward of Supply-Chain Excellence," Financial Management, December 2003.

Where We Look for Talent
Just as there is no single model of the ideal supply chain executive, there is no single place to find great
supply chain talent. At Spencer Stuart, we look for supply chain talent in both traditional and nontraditional places—counseling clients to look both outside and inside of their organizations.
External Talent
• Trailblazers: Certainly, one major source of talent are those successful companies—across all
industries—that have pioneered supply chain management (SCM) initiatives over the last 25 years
and continue to excel in this realm.
• Logistics and transportation companies: Leaders from the logistics and transportation sectors
understand the global nature of business and make ideal candidates for companies looking to expand
globally.
• Consulting firms: Some of the best supply chain management thinkers are with consulting firms with
strong SCM capabilities. Typically, many of these firms have a global orientation—another plus. The
caution with consultants, however, is that their actual operational experience may be limited.
• Competitors: Direct competitors are a good source of talent when you're looking for someone with
specific industry knowledge. But don't limit your search to competitors and ignore the other external
sources.
Internal Talent
• General management executives: Leaders within the organization who have strong general management backgrounds and broad functional experience (which may not necessarily include direct SCM
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experience) often make excellent supply chain leaders. Other potential candidates are those "outside-ofthe-box" managers who perhaps don't have general management experience but do possess strong
cross-functional exposure, financial experience, and hands-on operational management.
• Internal development: Strong supply chain leadership talent may already exist within the organization
but may just be waiting for development. These high-potential individuals need to be given rotating
assignments in different parts of the organization to build strong cross-functional experience. They
should be given an opportunity to work in overseas locations to help them develop the necessary
global perspective. Given the speed at which the supply chain has come to the forefront of business,
many companies find themselves lagging in internal development. That makes it all the more impera
tive to start these types of programs now.

For Closer Collaboration, Try Education
– By Tracy Maylett and Kate Vitasek, Supply Chain Management Review, January 1, 2007

Just as a company educates and develops its own employees to enhance performance, it needs to
extend that effort to its supply chain partners as well. This is the process called collaborative education,
and it has the proven ability to enhance supply chain returns and drive truly dynamic partnerships. Here
is a framework for making collaborative education work
These days, the story of globalization is a familiar one—and so too is the story of the increasing use of
outsourcing. But there is one part of that story that has received little attention so far: the education of
supply chain partners, primarily by their customers.
More and more companies are not just outsourcing critical supply chain activities next door or even incountry—they are choosing to extend their outsourcing relationships around the globe. If you think it's
hard to align several thousands of your own employees with what you're trying to do, just think how
hard it is when those employees are on another continent—and they work for another company.
Nevertheless, we believe that most companies need to actively extend their training and educational
efforts beyond their own four walls. The resulting exchange of knowledge is what we refer to as collaborative education. Rick Behrens, senior manager of supplier development at Boeing Company's Integrated
Defense Systems unit, expresses it well: “We look at our suppliers as an extension of Boeing. So since we
invest heavily in training and education of our employees, why wouldn't we invest in education and
development for our suppliers?”
This article firms up the argument for training suppliers' staff at least as assertively and consistently as
your company's own employees are trained. It lays out five levels of collaborative education and
describes a framework comprising several training specifics.
The Case for Full-Strength Training
According to the American Society for Training and Development (ASTD), a typical U.S. company dedicates
an average of 2 percent of its payroll to training expenses. Additional research shows that this is money well
spent: ASTD found that an increase in training investment equal to an average of $680 per employee generates an average 6-percent improvement in total shareholder return (change in stock price and dividends
issued) the following year. Similar results were found for gross profit margin, return on assets, ratio of price
to book value, and income per employee.1
Training and education provide not only an increase in employee skills but also a common understanding
and knowledge base from which to work. Knowledge exchange results in joint learning. That, in turn,
results in the joint creation of new products, technologies, and services.
There is nothing that restricts those benefits to a company's own boundaries. Collaborative education
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across the supply chain network can play a significant role in the success of a strategic partnership. Yet
many companies do little more than host annual supplier meetings, where even the most energetic of
workshops or breakout sessions are inadequate training forums. Our research indicates that precious few
companies even go so far as to hold formal quarterly supplier reviews.
The pressures to extend training outward are increasing. As companies outsource more, they generally find
they must relinquish the conventional arms-length relationship between supplier and customer and invest
in developing and sustaining longer-term relationships. And as those outsourcing relationships mature, senior managers begin to realize that a company's ability to compete globally is based to a large degree on its
ability to establish partnerships of trust, knowledge, and collaboration. The proof is in the results: Doing so
has been shown to improve customer responsiveness, increase quality, lower inventory levels and capital
expenditures, and reduce total costs.
But the migration to supply chain networks has also increased each participating company's operational
complexity. Gains in one company's performance now depend greatly on the skills and abilities of its partners. Because an organization's performance is only as good as the weakest link in its supply chain, each
company must strive to improve this degree of integration. Every organization (and therefore every expanded organization) consists of interrelated linkages—structure, rewards, decision making, information, knowledge, people, and tasks. Behavior, strategy, structure, skills, and leadership must all be aligned. Any effort
that focuses solely on the “hard” elements (for example, structure, finances, and systems) across organizations and ignores the “soft” elements (such as skills, behavior, learning, and values) will likely fall short.2
Pushing Beyond Old Ideas
Of course, collaborative education is not a brand-new concept. Total Quality Management (TQM) programs have long included supplier education. However, supply chain collaborative education should
reach much further than just quality issues. In particular, education initiatives aimed at relationship building, communication, trust, commitment, and shared benefits can help achieve an improved fit between
companies.
At the same time, the field of supplier relationship management—fueled by a range of software suites—
is emerging quickly. However, most efforts in this space often lack a truly educational element. For many
companies, supplier education equates to supplier performance management; managers work hard to
establish supplier metrics and then measure them with fancy software and pretty reports on how they
are doing. Although supplier performance management is very important, it is only one tool in a company's supplier management toolkit. It should be augmented by complementary supplier education
efforts and by other initiatives to build trust and align goals and objectives.
Leading companies are realizing and acting on those insights. John Deere provides an excellent case in
point. The agricultural and construction equipment maker has set up a global learning and development
unit that is specifically responsible for supplier management education.
The supplier management education spans specific supplier training programs that deepen relationships
while imparting skills and awarding certification in areas such as quality control, cost control, and technical support. The relationship-building aspect cannot be understated: John Deere's materials on the topic
hightlight the importance of the value of attending the same classes, hearing the same content, and
spending focused time together.
Five Levels of Collaborative Education
Our research has found that a growing number of organizations are extending learning to their supply
chain partners. However, the research also shows a great deal of variation in the degree of collaborative
education. We have found that education partnerships can be broken down into a continuum of five
general categories. (See Exhibit 1.) A close look at each category will help readers determine their place
on the continuum.
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Level One: Transactional Knowledge
At this level, little education is provided across organizations. Typical relationships consist of simple, onetime transactions or multiple transactions that do not affect either organization's strategy. What little
training is provided is generally pushed by the supplier to the customer. Typical of this level is the supplier “educating” the customer as to what services are available to meet its needs.
Many of today's more traditional outsourcing arrangements with warehousing providers fall into this
transactional type of relationship. A real-world example can be seen in a business that serves Fortune
500 companies. On a recent site visit, we asked the company's managers about their average inventory
turns. Their answer: “We don't own the inventory, so we don't track it. The client owns the inventory;
we just provide warehouse and storage solutions. Heck, we charge a pallet-storage fee, and we'd actually lose revenue if the client was more efficient.” From this actual example, it is easy to see that the company doing the outsourcing got exactly what it asked for—a service for a fee—and nothing more.
The exchange of information at this level often rides the waves of the sales process, where the primary
learning that takes place is one-directional, in favor of the customer doing the outsourcing. Although the
supplier may gather some learning about the outsourcing company, it often does so informally and
through its own devices. Once products are ordered from suppliers, little knowledge may be exchanged
beyond quantity required and requested delivery dates.
Level Two: Product Capabilities Knowledge
In level two, learning may occur across organizational boundaries by way of requirements and capabilities dissemination. That is, suppliers are provided with product information through specifications and
technical requirements. Customers, in turn, are given basic information on the product or service provided by the supplier in order to make use of the suppliers' product. As customer requirements change or
new products or services become available, this information is passed to the supply chain partner. This
exchange of information is typically technical in nature and is pushed from one party to the other.
Suppliers are expected to be fully trained and capable of executing without assistance. Take the example
of a supplier of manufactured parts. Its customer will push technical specs to the supplier and expect it
to deliver to the spec at predefined quality levels.
Level Three: Execution Certification
At this level, we begin to see the customer place an emphasis on ensuring that the supplier meets minimal training requirements, often using some form of industry certification. The customer may also
require the supplier to participate in additional training in customer-specific requirements. Although
some degree of customer-specific training may be provided by the customer, suppliers are generally
expected to seek all other training independently. Certification programs such as ISO 9000 are becoming increasingly common as today's companies look to either buy parts or outsource entire activities. (Up
to the end of December 2005, at least 776,608 ISO 9001:2000 certificates had been issued in 161
countries and economies; that's an increase of 18 percent over 2004.3)
The primary purpose of this level of education is to provide the supplier with the skills and information
required to execute effectively against the customer's standard requirements. Information flow is typically from the customer to the supplier—a one-way process with little exchange of ideas.
Level Four: Cross-Relationship Education
This level represents the beginning of a true collaborative-education process. A large portion of the education that occurs here is aimed at building a mutually beneficial partnership between members of the
supply chain. Training may focus on bettering that relationship, including elements such as supply chain
management training and a specific focus on aligning vision, goals, and objectives. Cultural differences
(organizational and geographical) as well as training on how to best work with and leverage these differ61

Workforce
Development Super
Session Case Studies
ences may be taken into account.
Education is considered a two-way process at this level, with both the customer and the supplier taking
advantage of the opportunity to learn from the expertise and knowledge of the other. Although each
organization still conducts the majority of its training within its own company, organizational boundaries
are often crossed when training plans are considered, developed, and even executed. At the very least,
each organization is mindful of the related skills and abilities of the partnering organization and considers how each organization might best leverage these in their education processes.
Level Five: Collaborative Learning
This level marks the culmination of a collaborative learning environment. Complementary abilities,
knowledge, and strategies are leveraged to provide a catalyst for learning. Boeing excels at this level.
(For more on what Boeing is doing, see accompanying sidebar.) Emphasis is placed on the development
of a strong partnership, including collaboration and process improvement through mutual knowledge
sharing. This level of education furthers each organization's ability to deal with changes in the external
environment and to work together in meeting these challenges.
Companies that have evolved to this collaborative-learning level are often involved in joint product and
process “team training” programs that extend across both organizations. Honda, for one, has done well
with collaborative-learning environments. Some years ago, employees from several Honda departments
teamed with a supplier's employees to work for several weeks at the supplier's facility. The team focused
on improvements in a few narrowly defined areas—work organization, problems with second-tier suppliers, and workforce issues. The tight scope generated quick results, which provided the motivation and
data needed for participants to persuade managers to continue backing the effort. The tightly defined
project made a deep analysis possible, which helped teach systemic thinking. This systemic thinking
could then be applied to other areas within the supplier's plant.4
In level-five programs, partners use process mapping and documentation to cross-train each other on
their technology and processes. Partners then consider possibilities for re-engineering processes based
on the joint learning. The knowledge exchange and feedback result in the joint creation of new products, technologies, and services. At the senior levels of each company, there is strong, articulated direction regarding the training and education of supply chain partners.
A Framework for Supply Chain Partner Education
Based on our research, we believe there are several education focus areas that can help achieve an
improved fit between companies. We list five specific suggestions below (see also Exhibit 2). In addition,
we explain how each of these education methods can contribute to relationship building.

DoD program managers and their contractors. The workshops were designed to teach all parties the
fundamentals of transitioning their programs to a PBL model.
Another good example is J.C. Penney Co., which partners with the Retail Compliance Council to train
suppliers on how to best ship product to Penney's distribution centers.
Cultural/Change Management Training
Companies must consider the cultural impact of developing a supply chain strategy with their partners.
As supply chains span the globe, cultural differences can exacerbate resistance to change. At the same
time, it's important to bear in mind that cultural differences go beyond just the geographic borders.
Cultures, values, and ways of doing business can vary a great deal from company to company.
A company's collaborative education and training should address the softer side of partnership building,
including real or perceived cultural differences. Education initiatives might include workshops that
address how the companies can better integrate their cultures (keeping in mind that the objective is not
to merge cultures) and how they can best navigate through the changes necessary to success. They can
also make use of metrics to measure “soft” attributes such as communication, relationship building,
leadership style, and creativity.5 As employees begin to engage more deeply with people in the other
company, organizational trust can flourish—and with it comes a translation of tacit knowledge to explicit
knowledge.
In addition to communicating vision and objectives, the training must also convey what is expected of
employees and how any changes brought about by the relationship might affect them. Benefits of such
training include strong leadership engagement and extensive employee participation. These elements
help to eliminate change resistance and motivate employees to fully engage in the success of the entire
value chain.
Less well understood is that manufacturer and supplier relationships often require employees to manage
conflict sparked by cultural differences. Often, partnering companies have opposing opinions, different
styles and ways of doing things, diverse values, and conflicting cultures that can result in damaging
clashes. A clear understanding of how to resolve conflict—and perhaps even take advantage of it—is
important to building an effective long-term relationship. Training in how to address these conflicts is
important to supporting change management in the partnership.

Goals and Objectives Alignment Workshops
In a successful partnership, each party must clearly understand its partners' business needs from the outset. This highlights a need for strategic and cultural alignment between supply chain partners. Goals and
Objectives Alignment Workshops provide opportunities to promote dialogue and joint participation in
decision making. As such, they open up chances to build more effective relationships. They allow the
partnering companies to explain who they are, what they value, why the partnership is important, and
what future organization plans and strategies they have set. Clearly communicating goals and objectives
helps to build mutual trust by establishing roles, defining mutual expectations, addressing the “rules of
engagement,” and identifying performance measures and resulting outcomes.
A good example of collaborative-education workshops in action are those sponsored by the U.S.
Department of Defense (DoD). An imperative for the DoD is to transition to performance-based logistics
(PBL) models for weapon systems support. These types of arrangements are very complex. The DoD's
Defense Acquisition University group teamed with the University of Tennessee to run joint workshops for

Team Training
Organizations are recognizing that they must establish teamwork with suppliers and other supply chain
partners. For this reason, we believe that supply chain managers should include cross-company team
education as a key element of their collaborative¬-education plans. A particularly pressing need is education for team leaders. Without specifically trained and skillful leaders, teams run a high risk of failure.
Team-leadership training includes key elements such as goal setting, decision making, and mutual problem solving.
Most organizations provide general leadership development for their employees and include an element
of team leadership in this process. These efforts not only foster leadership skills but also build relationships and trust among participants. Rather than limiting this effect to inside the organization, companies
should extend these sessions to include partnering organizations and produce similar benefits throughout the supply chain.
For example, companies often have annual goals and objectives alignment meetings or workshops for
their top-level employees. These sessions often require the leaders of each functional area to ask themselves, “How should I align my functional responsibilities to the organization's overall goals and objectives?” We have found that it can also be valuable to conduct this kind of alignment exercise with outside strategic partners.
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Feedback is also a vital part of growth, development, and overall relationship building. Since much of
the individual's or team's performance depends on relationships across the supply chain, the knowledge
of how he, she, or they affect others is an important part of understanding the relationship's overall
effectiveness. The ability to achieve supply chain performance metrics, while preserving—and taking
advantage of—effective relationships has become more important today than at any time. The capability
to measure behavior along with performance metrics may be a more complete assessment of a manager's ability to build and maintain effective relationships. Furthermore, it may establish an early warning
indicator for those ties that have the potential to be damaged by a manager who is unable to build a
partner-focused relationship.
Supply Chain Skills Training
We advocate that supply chain partner training also include specific supply chain skills training. Few business concepts have evolved more quickly than supply chain management. Fifteen years ago, even the
term “supply chain” was new, having recently evolved from “business logistics” or “integrated logistics.”
New technologies, advances in the supply chain body of knowledge, increased business complexity, and
greater integration across companies and geographies have increased the need for more comprehensive
supply chain knowledge. With continual changes in the field, it is virtually impossible for today's supply
chain manager to rely exclusively on an institutional degree or past supply chain knowledge. Learning
should be continuous and ongoing.
Many agree that supply chain managers need to elevate their thinking above the day-to-day issues so
they can work from the viewpoint of a CEO. One relevant and effective way to do that is to play the
“Beer Game” with supply chain partners. Created at the Massachusetts Institute of Technology in 1965
to teach the principles of systems dynamics, the Beer Game is an interactive supply chain simulation. In
the game, teams of four to eight players act as four companies that are each other's customers or suppliers. The goal is to minimize the total cost for everyone in the supply chain by maintaining low stocks
while delivering all orders—but not at the expense of other players. Players can clearly see the impact of
their individual actions on the rest of the teams. The game is a staple for business schools that teach
supply chain management, and companies have taken to it too. By incorporating simulations such as
the Beer Game, collaborative education can provide all participants with an understanding of how each
affects, and is affected by, others within the supply chain.
Technology and Process-Mapping Training
Employees can also benefit from both technology and process training. Real optimization of the supply
chain requires full integration of people and tools. Achieving this integration requires technology training, as well as process mapping and education. Technology is often the enabler that ties the organizations' supply chains together. Identifying and agreeing upon standards, meanings, definitions, and
expectations for shared technology and data is critical.
In addition to data standards and metrics, supply chain partners need to understand process standards.
This will help raise the level of mutual trust. Two good resources in this regard are the Council of Supply
Chain Management Professionals' Supply Chain Process Standards and the Supply Chain Council's SCOR
model. In addition, companies that want their suppliers to adopt more lean philosophies can use valuestream mapping as a key tool.
We suggest that training programs include some form of technical training as well as collaborative
process mapping and documentation training to make sure that all parties are “speaking the same language.” Process mapping, along with the subsequent re-engineering of processes, promotes organizational learning through questioning and developing the content of the solutions. The frequent interaction between the participants who are tasked with mapping new supply chain solutions also will raise
the level of trust among them.
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Similarly, supply chain partners will benefit from having jointly documented processes. Although most
companies have documented many of their processes, the documentation is often incomplete, inconsistent, or both. Moreover, there are many different methods for documenting processes, and it is common for companies to have disconnects in how they approach and document their processes. Different
companies have their own semantics in their operational procedures. Joint education in understanding
common process- mapping methods will greatly reduce levels of confusion.
A Call to Push the Education Boundaries
The critical differentiator in the global economy is shifting from mass production and manufacturing to
knowledge. Success now depends increasingly on the ability to identify, develop, and leverage skills,
knowledge, and relationships—not only within an organization but across a network of partners.
Nowhere is that more vital than in supply chain networks.
Yet shared education and training are still rare. Most alliance exercises focus on maximizing resource synergies—not human synergies. The shortfall is summed up well in the recently released 11th Annual
Third-Party Logistics Study from the Georgia Institute of Technology.6 “The future vision of a successful
third-party logistics (3PL) provider-customer relationship lies in both parties helping each other,” says the
report. It goes on to point out that a lack of understanding of their customers' business prevents many
3PLs from being more innovative in meeting their customers' needs.
Collaborative education can bring about those levels of understanding. We urge all organizations—especially those that have already outsourced or are about to outsource critical supply chain management
activities—to think of their suppliers and outsourcing partners as extensions of their own businesses. If
those key providers are not on board and aligned with your strategic direction, then by default they are
holding you back.
Author Information - Tracy Maylett is a partner and president of DecisionWise Inc., an organization and
leadership development firm. Kate Vitasek is managing partner of Supply Chain Visions, a consulting firm
specializing in supply chain strategy and education.
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ONE ON ONE: An Interview With Tom Linton
Jill Schildhouse. Journal of Supply Chain Management. Tempe: Winter 2007. Vol. 43, Iss. 1; pg. 2, 2 pgs
Copyright National Association of Purchasing Management, Incorporated Winter 2007

Tom Linton is vice president, chief procurement officer of Freescale Semiconductor. In this role, he oversees Freescale's global procurement strategy and key supplier relationships with an emphasis on cost,
quality and service. Based in Singapore, Linton is closer to Freescale's major foundry partners and assembly and test operations. Before this position, Linton was chief procurement officer for Agere. Before
Agere, Linton spent 20 years at IBM. During this time he built the procurement infrastructure in China,
Singapore and Ireland, in addition to holding a number of key positions in supply management, manufacturing and marketing. Linton also co-founded the IBM-initiated startup E2open, a supply chain software company, where he served as vice president and general manager. As a Fortune SOO company,
having the right talent in the right positions is crucial to Freescale. As such, having a succession plan in
place is an important component to this company's continued growth.
The Journal of Supply Chain Management: What is the most important aspect of developing a
sound corporate succession plan?
Linton: The process of how you recruit, develop and bring in the best talent is key. It starts with the
people you bring into the company and making sure that culturally there is a process in which to do
this. You just don't settle for anything less than the very best.
The Journal: How do you identify high-potential employees?
Linton: I always try to give people as much exposure as possible to me and other executives. Sometimes
really good people have to be identified - you can't always just let the process pull them up. I like to give
these people very challenging assignments to see how they do with them, and create an environment
for them to excel.
The Journal: How do you keep these high-potential employees engaged in their jobs?
Linton: Once you've identified the very best, make sure you identify opportunities for them. Most talented people are ambitious, so you will get turnover if you don't provide opportunities to people. That
means they are challenged, like their work, enjoy the environment and are enthusiastic about coming to
work every day.
Linton: When looking to create a succession plan for our industry, what key characteristics do you think
supply management professionals of the future will need to possess?
Linton: First, I think the individual must be a global citizen: either from some place where they've got
cross-cultural and international experience, or have gone overseas and spent time there. The leader 5
years from now will need to have global and international awareness. The world has just gotten too
small to expect anything less from a leadership position.
The Journal: Can you name a second characteristic?
Linton: I think it's important to give high-potential employees cross-functional opportunities. Putting
people in other organizations helps develop them, retain them, makes them stronger for the company,
and allows them to learn early in their career if they really like what they're doing or if they want to do
something else. They might be in the supply management organization, but find their heart is in HR or
marketing, for example.
The Journal: Is there a third characteristic?
Linton: Experience. You can have head knowledge, you can have several advanced degrees in management, but unless you have actually been put on the field and played a number of positions and actually
have gone through some strenuous game-winning types of situations, it really doesn't temper you for
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the long haul. When the wind changes sharply, or the direction of business goes one way or another,
they must have the confidence to make a decision. And that confidence only comes from giving people
the right experiences early in their career and developing it appropriately.
The Journal: How do you create a succession plan within your organization?
Linton: At Freescale, we have a talent pipeline. Through HR, I fill out my particulars in a database and
my manager reviews that. It then becomes part of a talent pipeline the entire company shares.
Essentially, it creates a complete roll-up of the company and identifies people that are ready to do other
things, so that one particular function can't keep all the good people!
The Journal: How do you assess less-tangible business traits, such as leadership?
Linton: Freescale has a program called Making Great Leaders, and the entire management team - top
to bottom - is engaged in this process. This process helps an individual assess themselves through 360°
feedback. It helps you realize your strengths and weaknesses. If you have a program like this, it has enormous benefits because it motivates people from within rather than tapping someone on the shoulder
and saying, "You're going to be a leader today."
The Journal: Who should be driving a company-wide succession plan?
Linton: Leaders have to lead when it comes to succession planning. I think it's very important to talk to
other executives about the people that are in important positions on my team and ask their opinions.
We don't have full exposure to everybody on our team. We may see them at a staff meeting, operations
reviews or one-on-one discussions, but our exposure to them isn't necessarily as good as the client or
business partner they might support. So going to the business partner and saying, "How is so-and-so
doing? What is your take on his or her performance?" provides great feedback.
The Journal: What is one common mistake that companies make when creating a succession plan?
Linton: Not looking more than one level down. Sometimes the people more likely to take your job
don't necessarily have the job that's reporting to you. If you look at superior talent, sometimes it comes
from deep down. Fortunately, in my career, I was made a manager very young. This would have been
impossible if somebody wasn't looking past a layer or two. So I'm particularly sensitive to look at people
who have a few years of experience and have started to accelerate. The next person up might not be in
the next position below you - assume nothing when choosing your next leader!
The Journal: What final advice do you have for companies embarking on the road to succession planning?
Linton: Leading is different than managing. When people talk about great leaders, there's an emotional
content to leadership that's lacking in management. When choosing a leader of the future, there's an
intangible. In our profession, leaders tend to be more cerebral, thoughtful, quiet, steady people and I
think those kinds of people don't naturally rise in organizations. If they are the strong, silent type, it's difficult for them to rise. You look at the person who is shouting the loudest, who wants to see you and
wants exposure. But the person who is quietly going about their business can be tremendously solid,
has a bedrock resolve and I think it's important for us to recognize that.
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Walt Donald, Senior Vice President of Distribution Operations at McKesson Corporation,
reflected on his situationas he gazed out his 36th floor office window in the company’s
San Francisco headquarters. The surrounding view
of the financial district, Fishersman’s
Wharf, Alcatraz, and the Golden Gate br
idge was amazing and unique. Similarly, he
thought, McKesson’s supply chain is unique inits coordinated response to customer
orders reaching all the way back to McKessonsuppliers. As he enjoyed his moment of
reflection, he also thought about the challenge to improveon this supply chain success
and continue to outpace competitors who ar
e quickly awakening to the concept of
demand driven supply chains.
McKesson Corporation:
McKesson is a distributor of pharmaceutical andselected retail products to three types of
customers: 1) hospitals, 2) independent dr
ug stores, and 3) drug departments for major
chain retailers such as Rite Aid, Wal-Mart,and CVS. McKesson acts as the supply chain
for its customers and controls the flow ofapproximately 75,000 products from such well
known suppliers as Johnson & Johnson, Bayer, Wyeth, Pfizer, and
Glaxo-Smith-Kline.
Some products such as heart and cold medi
cines have predictable demand while others
such as prescription drugs have uncertain dema
nd. There is an array of branded, generic,
controlled, and security-sensitive products, many of which are quite expensive. In the
last twelve years, McKesson’s revenue has grown from $6 billion in sales to over $80
billion, making it the third largest company headquartered inNorthern California, trailing
only Chevron and Hewlett Packard.
Supply Chain Management (SCM):
SCM is the integration of all the processes which acquire resources to convert to products
and services that are delivered to fulfill customer commitments (Exhibit A). The
optimization of the performance of these processes requires planning, tactics, and the
design of the structural resources of peopl
e, processes, and technology (Exhibit B).
Individual supply chains connect with thoseof suppliers, distributors, retailers, and
service providers to make up supply channels that manage theflow from raw materials to
the end consumer. (Exhibit C). It is thesesupply channels that are the new basis for
market competition since few organizationsown the entire channel; therefore, creating
customer and economic value depends on collaboration with the partners.
Demand Driven Supply Chain (DDSC):
One of the strategies that SCM can deploy is DDSC, defined as the integrationof
technology, people, and processeswithin the internal supply chain of an organization and
collaborationacross the external channel network of suppliers,distributors, logistics
providers, and retailer partners toreact to the 'pull' of actua
l customer orders versus the
'push' of a forecast. Done correctly, it isthe ultimate in effectiveness, efficiency, and
flexibility. It is effective because it responds within the order cycle time of the customer.
It is efficient even though operating cost is higher than the traditional push approach,
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DDSC can produce a lower total cost becauseof its inherently lower inventory and
stockout costs. It is flexible in that it can react rapidly tochanges and trends in customer
demand. The challenge to reaching these resu
lts is that DDSC is complex to design and
operate and is not appropriate for ever
y supply chain environment.
DDSC has been written and talked about for deca
des, but recent efforts to create highly
responsive and lean supply chains has rekind
led interest in the same way that Dell
Computer brought interest to the configureto order strategy in the mid 90’s. Three
articles identified four components of the DDSC strategy as: 1) demand insights, 2)
1,2
demand shaping, 3) demand sensing, and 4) demand fulfillment.
This research found
that successful DDSC led to a 5 point increase inprofit margins and ledto more informed
cost/service trade-offs vs. traditional supply chain strategies.
How does DDSC differ from similar planning concepts such as just in time, lean/six
sigma, vendor managed inventory, etc? Table 1 gives a comparison of the major SCM
strategies with DDSC to highlight these major differences:
N

JIT also allows a flexible response to currentinformation and uses material only as needed.
Moreover, JIT also embodies a pull inventory system to request material and move it to point
of use. On the other hand, JIT is also in
tended to surface and eliminate non-value added
activities; whereas, DDSC is centered on final demand requirements. Also JIT has often been
criticized as a vehicle to transfer inventoryresponsibility upstream without any improvement
in overall channel economics. Inventory wassimply moved among channel members, not
decreased within the total supply chain.

N

Vendor managed inventory (VMI) is perhaps theclosest concept to DDSC in that it relies on
the pull of product from the vendor. The key differences are in scope. In many VMI
applications, the vendor is the active member while other members of the supply chain are
passive or not directly involved, relying exclusively on the planning and execution of one
member. DDSC requires that all members ofthe supply channel be active and involved for
its success, which requires a stronger commitmentto data sharing, technology adoption, and
manpower. In addition, the scope of VMI does not usually include demand shaping, an
additional component of DDSC. For example,Makro, a Dutch discount retailer operating in
Thailand, allows vendors to manage their inve
ntory to their stores. Whenever the product
reaches re-order levels, the vendors replenishaccording to current demand trends. Makro is
the passive partner, while the vendors initiate shipments.

N

Configure to Order (CTO) and Make to Order(MTO) concepts also fulfill orders to actual
demand; however, MTO usually has a much longer order cycle time than DDSC. CTO uses a
forecast to produce an inventory of subasse
mblies and components, while DDSC does not
depend on forecasts.

N

Collaborative Planning, Forecasting, and Replen
ishment (CPFR) takes the initial approach to
improve collaborative forecasting and demand accuracy that are not required in DDSC.
Further evolution of CPFR usua
lly entails automated replenishment planning to forecasts,
also not required for DDSC. CPFR may beco
me the ultimate design for forecast driven
supply chains, while DDSC will be the ultimate for order driven supply chains.

N

Efficient Consumer Response (ECR) was a program of the food industry with operating
efficiency as its major goal, while DDSC focuses on total cost. ECR focused on leveling
demand through the adoption of every day low pricing versus discounts while DDSC uses
spot market demand shaping to align efficient supply capacity with demand. ECR concepts
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led directly to the formation of the currentCPFR efforts, which have now become a major
thrust in food and consumer goods industries.

FDC. The challenge was to minimize travel timein order picking to get the trucks loaded
in time for their tight delivery schedules.

N

Quick Response (QR) is a strategy used bythe apparel industry for its high value products,
while DDSC can apply to any category of product. QR also utilizes express transportation
services and very small lot sizes (often units of one). In contrast DDSC can often use more
economical transportation and consolidated lots because it allows the manufacturer to see
actual demand in the real time and begin to respond quickly.

N

Lean/Six Sigma (L/SS) concepts are the basis for performance improvement
programs, not supply chain strategies like DDS
C; thus they can be applied to improve
any strategy. L/SS is mandatory for DDSC to succeed as it relies on dependable response

While the FDC’s and RDC are privately owned and operated, McKesson outsources its
transportation to contract provi
ders. Some FDC’s with big service territories, such as
Atlanta, will load full truckloads of 40,000pounds and make ‘drop shipments’ to crossdock operators who make deliveries to customers within the time window. Customer
deliveries are made in 16 foot trucks thatoperate on a fixed route schedule Monday
through Friday with some special service on Satu
rdays. In the event of overloading on a
route, there is sufficient back-up capacity tocover the requirement. They also have
contingency services in the event of emergencies and weather related blockages such as
Katrina and snow storms.

times and only essential inventory.

The conclusion of this comparison is thatDDSC is a unique concept in its design, scope
and approach; therefore, it can be a unique
supply chain strategy. Companies at various
stages in developing this strategy include P&G, Dell, Nokia, Wal-Mart, Best Buy,
PepsiCo, Anheuser-Busch, and McKesson.
McKesson’s Approach to DDSC:
Walt is acutely aware of the differencesin the supply chain requirements of the
pharmaceutical industry versus other industrie
s such as food manufacturing. In the food
industry, profit depends on the balance betweensupply chain operations expenses and
the cost of production and logistics. Inventory is used as aninsurance policy to improve
customer service and allow economies of scale. In the pharmaceutical industry,
expensive inventory is the dominant component of total cost, but also absolutely
essential. Too little and customer servicefails, too much and cost skyrockets.
In this complex inventory managementenvironment, DDSC was the only feasible
approach for McKesson. Its supply chain isdesigned to deliver an order taken by 9 PM
one day by as early as 6 AM the next. Thisleaves a mere 9 hours to process, pick,
transport, and deliver the 75,000 orders receiv
ed in a typical day. This pressure has
pushed McKesson supply chain operations to impr
ove more in the last 4 years than in any
previous period in company history. Through the efforts of skilled management, an
occasional consultant, and advice from nearby Stanford University; McKesson forged
their supply chain competency in the classic fashion by concurrently designing three
optimum networks: 1) processes, 2) technology, and 3) people.
Physical Process Network:
DDSC requires the design of a rapid and de
pendable physical process network as shown
in Figure 1. Currently McKesson has one re
-distribution center (RDC) and 30 forward
distribution centers (FDC’s),all privately owned and operated. The number of FDC’s
was reduced from 53 several years ago and the RDC was added in 1993. In a move that
seemed counter-intuitive, the addition of the RDC both reduced stock outs and delivered
cost by allowing consolidated loads and better visibility on supplier’s inbound shipments.
The average FDC is 170,000 ft2 with 6 receiving and 6 shipping truck doors. FDC’s
typically utilize floor and rack storage with mezzanines for picking zones and stock
30,000 different items. On an average day, itwill pick and ship 2,500 orders consisting
of 100,000 units. Engineered standards were us
ed to design the internal layout of each
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Inventory management is McKesson’s core competency, not labor control or
transportation cost control. Of the 30,000 ite
ms in each FDC, half are pharmaceutical
products and half non-pharmaceutical. Th
ere are approximately 5,000 ‘A’ items, 10,000
‘B’, and 15,000 C items, used for full line service or required by contract. Turns at the
RDC are in the 20’s, while turns at the FDC’
s are in the teens. Cycle counts are done
daily. In an FDC with $73 million of inventory, the variance is seldom more than .01%.
Information Systems/Technology Network:
The technology network, depicted in Figure2, has been created through mostly legacy
systems and constant evolution. It provides the key information management and
automation that permits DDSC at McKesson. The current line up of 18 key technologies
that make up the technology network and thevendors for each are shown in Table 2.
McKesson looks at its technology network asconsisting of three components:
1. Front end order processing (FEOP) =customer order to invoice cycle
2. Execution & optimization (E&O) = customer order to fulfillment cycle
3. Back end requisition processing (BERP)= purchase order to payment cycle
FEOP begins with the captureof the order at the point ofsale device (POS) (#1) either
keyed or scanned into a POS device. Thiscan be product taken from inventory or a
prescription to be filled. Once entered,proprietary POS software in the pharmacy
terminal system (PTS) (#2) creates the order and allows the customer to review and
change it. Web communications (#3) is used to exchange information and other
transactions included in customer relationshi
p management (CRM). At 9 PM local time,
the order is transmitted to the ERP systemvia T-1 lines (#4), a cheaper and larger
capacity technology than satellite communications used previously. The ERP system
records orders, checks credit, and sendsthem to the WMS at the FDC via T-1 lines.(#5).
The E&O component begins when the WMS (#6)at the FDC receives the orders from the
ERP system to determine the wave pickingsequence for each delivery route. The WMS
communicates with FDC personnel by radio fr
equency data communications (RFDC) to
handheld bar code scanners (#9) that mainta
in constant visibility and control over the
execution of each wave. Bar code labels #
( 10) on the products, shelves, and shipping
totes give the license plates and addresses needed to maintain the discipline that supports
six sigma quality inventory control and channelvisibility from the FDC to the customer.
A fixed delivery route was determined by a proprietary transportation routing and
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As Walt turned away from the million dollar view of San Francisco outside his office
window, he thought about the million dollar chal
lenges that McKesson faces in the future
to enhance its leadership position in DDSC.
Suggested Case Study Questions:
1. What characteristics of the externalbusiness environment are particularly
conducive to the choice of DDSC as an appropriate SCM strategy? Could it work
in any market environment?

Customer Management:
Examples of DDSC operations for McKesson’s three customer segments:
N

Hospital Example: to be provided

N

Independent Retail Example: Garden Pharmacy, San Francisco. The Garden
Pharmacy is located on Market Street inSan Francisco, immediately across the street
from McKesson’s headquarters. Despite its closeness, it gets the same service as
other retail customers. At 9 PM local time, the POS device supplied by McKesson
transmits the day’s transactions along withany promotions or special requests from
the store that were entered into the PTS.The orders are received by McKesson at
9:05 PM, where they are processed and passed to the WMS at the West Sacramento
FDC for order picking by 10 PM. The wavewith the Garden Pharmacy order is
completed by McKesson warehouse personnel andloaded into the contract delivery
service truck by 1 AM in multi colored totes of product. Blue totes contain
prescriptions and other over the counterproducts, yellow totes contain general
pharmaceuticals, and green totes miscellaneous retail merchandise. The truck begins
the 60 mile route towards San Francisco withits 20 stops along the way. It arrives at
the Garden Pharmacy at 5 AM where workers sign for the totes on an electronic clip
board. The color system allows the workers to easily place the merchandise in the
correct store locations when they arrive todo the restocking in preparation for the 6
AM store opening, Monday through Saturday.

N

Chain Store Example: CVS – to be provided

2. What are the risks in adopting the DDSCstrategy? Rewards? How would DDSC
be justified in a business case?
3. What internal SCM network competenciesare essential for the success of the
DDSC strategy? How can they be established?
4. What external supply channel competenci
es are required for the success of the
DDSC strategy? How can they be established?
5. How can McKesson’s DDSC strategy be improved in the future?

End Notes:
1. “The Leader’s Edge: Driven by Demand” by Kevin O’Marah of AMR, Supply Chain
Management Review, May/June 2005.
2. “The Role of Product Completion in a Demand
-Driven Supply Network,” RR Donnelley White
Paper, 2007. www.rrdonnelley.com.
3. “The New Retail Supply Chain” by Bob Trebilcock, Modern Materials Handling magazine,
November 2006. www.meh.com.
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scheduling algorithm. (#9). The number and lo
cation of the FDCs are checked regularly
using a proprietary network optimization model. (#10)
Completed order details are reported to theERP system, which creates customer invoices
(#11) and updates inventory records. The work of the BERP component of the network
begins through a network conn
ection (#12) to the SCORE software (#13), which analyzes
the inventory position using lead times, economic order quantities, cost factors, and
service requirements to determine the nventory
i
needed to replenish the RDC and
releases from the RDC to restock the FDCs. The inventory needs are reported to the ERP
requisition to pay (#14) module, which releases purchase ordersto suppliers via T-1 lines
and EDI (#15) and creates accounts payableecords.
r
PO’s received by suppliers are
acknowledged and shipments reported withASN’s (#16). A proprietary web based
supplier relationship management (SRM) sy
stem evaluates supplier performance and
maintains open communication.
Organization Network:
The organization structure for supply chainmanagement at McKesson, shown in Figure
3, supports the concentration on throughput vers
us individual activities by coordination
of the major supply chain processes of purch
asing and logistics. Special training has
been given to employees to bolster DDSC skills and project teamwork supports the
organization structure in process improvementand technology adoption. Most FDC’s are
unionized and employee performance is measured and evaluated using nationally
established work standardsto maintain productivity..
Performance Measurement:
Six key metrics are used to evaluate the performance of the three networks:
1. on time orders
4. order fill rates
2. quality
5. asset management
3. inventory levels and cost targets
6. total supply chain cost
Supplier Management:
McKesson has several types of supplier relationships that are uniqueto the size and
market position of the pharmaceutical manufact
urers and its customer segment. For the
hospital and large chain store pharmacy segm
ents, McKesson has predominantly a third
party logistics (3PL) relationship to service the contractbetween the manufacturer and
the customer. For McKesson’s independent re
tail market segment,they serve as the
customer to the manufacturerand supplier to the retailer. Most of these customer
relationships are throughlong term contracts that specify the details of the requirements.
They have blanket purchase orders with someof the suppliers, particularly the producers
of generic drugs, whereas thebranded manufacturers control pr
ices and availability.
Supplier performance evaluation is done withscorecards that measure order fill rates and
on time delivery; however, branded manufacturers’ performance is limited by
government mandated controls on producti
on amounts. McKesson and its suppliers do
not have profit sharing incentivesor initiatives aimed at information sharing or supplier
development at this time; however, McKesson has chosen to work with selected generic
manufacturers and may developpartnerships in the future. Return merchandise is
significant and must be handled underthe specifications of the FDA.
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The Demand Driven Supply Chain – Case Study of Procter
and Gamble Grocery Retail Promotion
By Anne Brack, The Procter & Gamble Company, May 2007
Background:
Grocery stores have traditionally been the primary store for shoppers for groceries and consumer
products. The recent trend for grocery stores is that purchase rates are declining as more shopping channels (Super Centers, specialty stores, etc.) have grown. Grocery stores have been diversifying their in store experiences to retain and attract shoppers. The grocery retailer (referred to
as Retailer) is an established decentralized, multi divisional grocery chain of over 2,000 stores that
has been through many acquisitions and divestitures through its existence.
At the time P&G began this journey with the Retailer in 2004, their reputation included lost sales
and disappointed shoppers. This followed a major acquisition of drug stores, as the new company sought out their new identity. The Retailer’s new strategy included being a Hi/Lo retailer and
having a destination drug area in each grocery store. In this environment, P&G products performed very predictably for items not on sale and did not require an intervention. When a P&G
item went on sale, particularly Beauty and Health items, it quickly ran out of stock and was not
replenished on time to meet shopper demand during the ad.
Definitions:
• Retailer – The grocery retailer featured in this case study.
• Brand Saver – P&G generated flyer of coupons in Sunday paper.
• The Shelf – where the consumer finds the product she is shopping for in a store.
• Display Compliance – The rate at which displays were set up correctly, in the right space, at the
right time, allowing the consumer to purchase the promoted product during the ad.
• In Stock – The rate at which the promoted items are found on the shelf in the store during the ad.
• Hi/Lo strategy – a retailer with everyday prices higher than industry average that runs strong
sales events with lower than average prices to attract consumers.
• Event – the overall ad and corresponding price reductions during a promotion designed to
draw the consumer to the store and increase sales.
The Problem
• In stock levels at 69% during an event – 31% of the time, the consumer could not find the
product they needed during the ad.
• Display compliance levels at 47% - more than half the displays were not being set up in store
during the ad. Since more than 60% of consumer purchases are made at the shelf, this
resulted in lost sales beyond being out of stock.
• Grocery channel’s decline, the resultant mergers and acquisitions, and the need to provide the
shopper a unique experience to keep her coming back.
Thought-of Solutions
How do you keep the store in stock during events?
P&G and Retailer developed “Operation Breakthrough”, the name given to the overall process of
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event planning: including shopper knowledge, marketing, forecasting, and execution. Operation
Breakthrough became a brand name used throughout the Retailer’s organization that immediately
brought to mind all the elements of this program; this broke down the barrier of explaining the
event plan each time. The Operation Breakthrough team was developed as a result of a strong
relationship between the Retailer and P&G, starting at the top of each company. It grew to
include a mirror team of both P&G and Retailer employees tasked to develop breakthrough methods and tools to execute events, given the challenging environment. Slide 1 shows the difference
in store of a perfect execution before and after this program for Beauty and Health products.
Imagine how difficult it was to restock the scenario on the left! How could a stock clerk find the
right place to restock items that sold out?
Slide 2 shows a visual description of the Operation Breakthrough event management process to
plan four big events annually. A few of the key process elements are:
• Penetration and alignment of Retailer’s hierarchy, including marketing, operations, supply
chain, and merchandising.
• A forecast tool to enable Retailer to make sure that every store has the right quantity of every
item in the store before the event starts, with additional deliveries during the event, if needed.
• A tool to manage events as a portfolio on a total department or total center store level instead
of on an individual category level.
• P&G’s shopper-based model to focus the merchandising and marketing efforts, reaching
Retailer’s high potential shopper with a 360 degree marketing plan.
• Post-event review process – scorecards by region and category.
• Supply chain enablers such as direct store delivery and cross docking.
Slide 3 shows the dramatic results Operation Breakthrough achieved in just a short period of time.
What methods and tools were developed?
There are many requirements to enable a robust supply chain for events, including a mirror team,
a forecast tool, a detailed master schedule to meet both P&G and Retailer’s lead times, shopper
data, by-store by-item sales data, and scorecards to measure results. Two tools to pursue further
in this case study are the mirror team and the forecast tool.
Mirror team
In order to get the data needed to create a Demand Driven Supply Chain, it is essential to have a
strong relationship between the right people at both the customer and P&G. Slide 3 shows the
roles and the work that’s needed to develop an understanding of both Retailer’s supply chain and
P&G’s, to find the synergy and opportunities, and to plan accordingly. This team leads every
event and plans them in every detail to meet the needs of the entire supply chain – from P&G’s
material and new item requirements to Retailer’s reset and merchandising plans.
Forecast tool
P&G developed a unique and proprietary tool for forecasting that could be used by P&G or the
customer to create orders to ensure the correct amount of product needed for each store, for
each item, for the length of the event. This tool requires sales data for every item that will be in
the event, for every store that stocks it. Slide 4 shows the flow of how the forecast tool is used to
develop an event - from its creation to the submission of the order. The forecast tool is used by
sales in conjunction with the customer plans to identify the best selling items to include for
events. The order is the predicted amount of both displays and open stock that will sell for the
duration of the event.
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Unknowns Still To Be Resolved - The Case Study
• How do we give visibility to these events early enough to allow the supply organization the
necessary time to plan capacity & build inventory - i.e. forecasts in a standard template? For
major items, how early do we need the forecast?
Event visibility requires annual planning to define the events based on the customer’s master
merchandising plans, then communication internally to P&G to build in the future demand
requirements. Each supply chain has different lead time requirements, and the P&G supply
chain leader on the mirror team needs to understand them.
• What is the necessary communication process between the customer team, market planning,
order processing/transportation, and supply planning before, during & after the event to insure
flawless execution?
This is determined by the mirror team during the team’s kick off and is reviewed periodically to
make sure it still works.
• What are the contingency plans that need to be built? We know that the Customer has the
right to change their mind; the event could go hotter or colder than planned. What insures
that we do the necessary high side protection in detail so we can capture any opportunity that
presents itself?
This requires two key proactive steps – one is agreement between Retailer and P&G as to what
elements are “locked in” and when and what is possible to change. Next is to understand the
lead times of the items and displays in the event. This enables the team to protect the high side
based on past sales history as a part of the forecast tool, and react if needed.
How To Reapply
As the customer grows and reorganizes during the year, this model can be reapplied. It also can
be used by supply chains that experience lost sales during events. To start, determine where the
gaps are in the end to end supply chain and what the root causes are. If the primary gap is from
lost sales during events, then this approach would be appropriate. The essentials:
• Must build relationship with the key decision makers at the customer, beyond supply chain.
• Top to Top alignment and sponsorship
• Have the right tools
o Master schedule of both supply chain needs (critical path schedule)
o Analysis – forecasting, scorecards, marketing plan, shopper data, sales by store data
o Resources - mirror team
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Consumption Driven Supply NetworkThe Path To Eliminate Waste And Create Value
Overview:
The concept of a Consumer Driven Supply Network (CDSN) has been in vogue for more then a decade. In general,
P&G has made solid progress in focusing on the consumer, by insuring their packaging is right and that their product performs as advertised.
They have not yet; however, made a breakthrough in making their supply network immediately react to a consumer’s purchase action. The obvious reason is that it is very difficult, with many elements causing a disconnect between the time
when the product is purchased by the consumer and the time when the retailer places a replenishment order. The disconnect can be measured in variation and time.
The first step is to clearly define what P&G is trying to solve. Once clear on the problem, they can then determine where
and how to start this journey to collectively eliminate variation & time, which in turn will eliminate costs for the manufacturer, the retailer and in turn the consumer. Eventually, but not at first, they will have to address joint work processes and
tools to make the breakthrough.
Demand Driven Supply Network – Clarity On Definitions:
Industry wide and internal to P&G, there continues to be some debate and confusion around the terms demand driven &
consumption driven supply network. The key to cost and inventory reduction is to move down this continuum - toward a
true consumption driven supply network. The terms as used at P&G are:
1. Demand Driven Supply Network – A shipment based forecast, usually by SKU, in a weekly bucket and forecasted 4
weeks out. The base premise is that this provides the best insight as to when the customer wants product to be
shipped.
2. Order Driven Supply Network – Based on actual orders. This requires a very flexible and highly responsive supply
chain. Order driven supply chains can be enabled by standardization of products and components.
3. Consumption Driven Supply Network – A direct link from an actual consumer purchase to a replenishment plan that triggers production.
Within the total supply network, there are two major sub-networks: 1) the manufacturers supply network and 2) the retailers supply network. Both of these networks have fundamental and systemic issues that distort the original signal from the
consumer.
These networks should be analyzed and optimized independently before trying to attempt a joint solution. The reason is
that the causes of the distortion, variation and time are likely very different. If the internal issues are not highlighted and
resolved, the longer term and optimal joint solution may never come to fruition. Clearly the two parties must be transparent
with their findings so that their solutions are compatible and fit the broader requirements to drive out waste, delight the
consumer and win.
Procter & Gamble’s Effort:
Before P&G can delight the consumer, they must first win with the customer/retailer, to insure our products are ordered,
shelved and featured for the consumer. To win here, the supply chain must reliably fill all orders, products must drive
shopper traffic and costs must enable the attainment of their financial objectives.
On the logistics and customer service front P&G has been ranked as one of The Best In Class by Advantage
Performance Monitor and Cannondale. Their focus has been on streamlining a capability to quickly respond to changing
customer and consumer requirements. From a product view, many of the brands are market leaders. When the market
leader grows, the entire segment grows, leading to the customer achieving higher turns and cash flow. To help enable the
value side of the equation, P&G has focused on ‘joint value creation’ with their key customers. Customer teams working
directly with the customer to help identify losses in the system, thus improving shelf out of stocks and creating improved
customer profit margins.
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P&G’s must also win with the consumer at critical points:
1. First Critical Point: When The Consumer Makes A Purchase Decision At The Shelf.
To win, P&G must insure product is always available, shelved right, packaged right, and priced/valued right.
2. Second Critical Point: When the consumer tries the product at home.
To win, the consumer must be delighted with the performance and value of the products in order to remain loyal
to the brand.
P&G supply network is primarily driven off of a demand or shipment forecast. Although consumption at the customers is
a key input, it is not the single driver of the forecast.
P&G has excellent customer service today because they ship and deliver the product when the customer requests it to
arrive. That mandate has led to a demand or shipment statistical based forecast that has proven to be a fairly accurate
prediction of when the customer wants their turn business to be shipped. A statistical based forecast, coupled with an
accurate by customer feature/display forecast, enables a ‘produce to demand strategy’ to continually deliver on the customer’s requirements. The statistical forecast is always tempered with customer inventory and consumption trends.
Our North American demand forecast results are also at the benchmark. Over the past 18 months, P&G’s 3 month sales
forecast accuracy is at 100% with a standard deviation of 1.6%. On a SKU basis, they measure weekly forecast accuracy - based on a forecast generated 4 weeks prior. Over the past 3 years, they have dropped the weighted accuracy on
all of P&G standard finished products from ~+/-45% to +/-30%. Although P&G has made great strides, product supply
partners want more improvement to drive down their costs and inventory.
P&G has made some strides in getting closer to an actual consumption driven supply network. Examples include:
• In a number of businesses, which are sourced within the U.S., they are producing to actual orders versus the
demand forecast. The demand forecast is still used for long term capacity planning and to anticipate and plan
for major spikes that could exceed production capacity.
• Key customer inventory and consumption trends are used in all sales & operations planning meetings to identify
and outlook potential issues. They have found; however, that if a customer’s inventory is high & consumption has
tailed off, for example, that this does not necessarily mean an immediate slow down in shipments. Rather, it
points to potential issue over the next 1-3 months unless there is a seasonal trough or major merchandising
events.
• Monthly brand volume forecasts and SKU merchandising forecasts are received from all of the top customer
teams, representing greater then 90% of our total business. P&G has found that their aggregated forecasts are
very accurate in the one to three month range. Statistical forecasting and the use of volume building blocks still
provide the best volume estimates for the 12-18 month period. This forecast is critical to ensure that they have
enough manufacturing capacity to meet the customer’s future requirements.
• P&G has had businesses that were very close to a CDSN. In these cases, they had retail services that stocked
shelves and controlled the replenishment of customer inventory. Their data, along with other consumption data,
enabled them to develop a consumption based forecast. Using this data, they were able to closely couple their
internal supply network and develop a ‘supply based consumption’ model that included manufacturing,
warehousing and transportation.
• P&G has technology pilots that are combining consumption, inventory and customer forecasts. The key enabler
in the current pilot is that it is able to smooth out case, pallet and truckload quantities and accurately forecast
variation of shipments on a daily basis.
• P&G has improved its manufacturing capability to be more flexible and capable to respond to changes in the
customer demand. With improved demand forecasting and manufacturing flexibility, they have been able to
decrease the amount of inventory that they hold and eliminate the ‘non-value added touches’ that come with out
side storage and long production runs.
So What Will Be Required To Make An Eventual Breakthrough?
The first premise is that P&G has yet to clearly define the true problem or the objective. Although the stated objective
may be a “straight supply line between the shopper’s basket and an upstream production run”, they are more likely just
trying to eliminate the variation and time between these two events – caused by distorted signals. The first effort should
be focused on analyzing the internals of the two supply chains, versus jumping to a technical solution that links production
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to unit consumption.
An efficient and responsive retailer supply network and an efficient and responsive manufacturer supply network pave the
way for a joint waste elimination and value creation. Since the manufacturer must still ship the product so that it arrives
when the customer requests it, we have to support the customer’s efforts to eliminate the distortions and causes of variation. Within the customers supply network, there are numerous items that are causing the consumption signal to get distorted. A few examples are:
• Amount of product on shelf and the shelf re-stock process and cycle;
• The method the product is received and stored in the “backroom”. Case and pallet quantities will impact when to
re-order.
• Distribution center inventory and receipt quantities (i.e. truck load) will also impact the re-order process.
• The replenishment process and trigger factors (i.e. inventory level).
• Other influences and internal decisions (i.e. location of displayed product on the floor causes it to move slowly
and thus it is later used to replenish the shelf).
The list should be developed and refined at every element between the shelf and the replenishment order.
The First Three Steps:
Customers, Manufacturers and their Suppliers are anxious to get on with it. The anxiousness stems from the belief that
there is a significant opportunity to drive time and cost out of every element of the supply network.
The first three logical steps are:
1. Short Term: Define the problem and do the analysis in each of the supply networks – manufacturers and
customers replenishment processes. The definition work includes:
a. Learning what is most important to the customer and manufacturer in this effort. These needs must be qualified
and quantified in a measurable outcome statement. To initiate and sustain action it must be tied to the overall
business objectives and be financially worthwhile.
b. Since they get what we measure, determining the handful of measures that the customer and manufacturer
should drive separately and together? Note that the measures must be meaningful, easily tracked and targeted
at the objective.
c. Defining what support systems and tools will be needed to study and track results.
2. Mid-Term: Jointly determine what is driving the most waste or has the biggest opportunity for value creation –
and drive it out. For P&G and many of its customers it is ‘event forecasting and management’ (events include
features, displays, initiative launches, etc.) which cause the most waste in our supply chain, the most angst for
customers and the largest opportunity for sales growth for both parties. The focus includes improving our event
forecasts, managing the priority orders and peak shipments/deliveries, and continually assessing immediate
replenishment needs to drive consumption.
3. Long-Term: Jointly learn through small pilots. The pilots should be built off of analysis and breakthroughs in
each of the supply networks. Technology pilots should be bare bones and focused on aggregating consumer
unit purchases at a single store into a meaningful supply unit.
The Path To The Summit:
The benefits of a CDSN are obvious – it can drastically reduce variation, time, inventory and cost. All of these enable
our collective companies to better meet the consumer’s as well as our stockholder’s needs.
The gap between this great concept and making it work is significant. Through many false starts our collective energy
has made only marginal progress. In many cases, P&G defined a solution for an inaccurately defined problem.
So what will it take to have a successful start to this journey that will more closely link consumer’s actions with our reaction? P&G’s collective wisdom and insights hold the answer.
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Box O’ Lightning
Box O’ Lightning (BOL), is a computer hardwaremanufacturer located in Evansville, Indiana.
The company was incorporated in 1999 and wasfounded by three entrepreneurial students that
had dropped out of the University of Evansville. The students had studiedMichael Dell in one
of their business courses and decided to replicate his approach for manufacturing personal
computers in southwestern Indiana. The udents
st
focused on producing a high-quality, low-cost
personal computer to supporta local retailer that competed primarily on price.
BOL grew rapidly during its first few years of operation and achieved gross sales of
approximately $22.3 million in 2002 with a contribution margin before fixed costs and taxes of
$1.46 million. The product line was expanded frompersonal computers to include a low-end
personal digital assistant (PDA), a laptop comput
er, and an inexpensive server to support
networking and e-businesstransactions for small businesses. The customer base has also
expanded. BOL currently serves fiveretailers in southern Indiana.

Revenue
Cost of Goods Sold
Mfg Contribution

22,278,400
15,594,880
6,683,520

Marketing
Administrative
DC
Transportation
Assignable Nonvariable

1,500,000
954,000
1,500,000
567,765
702,259

Contribution Margin

1,459,496

To date, supply chain operations have receivedlittle attention. BOL management has focused
on increasing sales and manuf
acturing sufficient computers to satisfy demand. Initially, BOL
manufactured to order and did not hold any finished goods ventory;
in
however, manufacturing
began to produce in larger lot sizes to reduce setup costs, more effectively use capacity, and to
satisfy salespersons’ requests for higher product availability.
BOL management has become increasingly sensitive to their warehousing and transportation
costs. The company has a distribution order processing center co-located
with its manufacturing
plant in Evansville, Indiana. The distributioncenter receives computers off the manufacturing
line, warehouses the computers pending customerorders or shipment, and stages shipments for
the BOL private truck fleet. Customers havebeen demanding that BOL provide additional
services such as labeling, barcoding, shrinkwrapp
ing, and the use of specialized packaging with
the retailer’s name brand. BOL practice has been
to require a minimum order quantity of a pallet
and pool orders to obtain full truckloads. The cu
stomers had tolerated this practice in exchange

81

Supply Chain
Finance Super Session
Case Studies
for BOL’s extremely low-priced computers. However with the entrance of several competitors
in the local market, customers have become more insistent thatthe minimum order quantities
be reduced and that BOL use LTL carriers or UPS toship the computers. In light of the growing
complexity of the business, BOL owners and management knew that change was imminent.
The company founders decided to hold an off-site meeting to reevaluate their situation. As a
result of the off-site, they developed a strategic vision for their company focusing on increased
growth and margins by moving into higher marginproducts and improved customer service.
Considerable effort had been made to become wise in the ways of Lean and Supply Chain
Management. The strategic objectives they havedecided to pursue to obtain a competitive
advantage regarding the orderfulfillment process include:
1.
2.
3.
4.
5.

A return to “Manufacture-to-order”to increase market responsiveness
“Tailored” customer service to meetindividual customer preferences
High availability of product tomaintain customer satisfaction
Rapid delivery to increase responsiveness
Increased cost visibility to determinethe products and customers yielding the
highest margins
6. Cost reduction through “leaning out” operations to increase margins
Given these clear objectives, the Supply Chain VPknew that BOL’s “one-size-fits-all” approach
to serving customers would evolve into one of differentiation. She was at a loss though to
answer the question: “Who deserves what?” Acustomer contribution analysiswas needed to
help decide the levels and kinds of tailored service the company would provide … and for
whom. She contacted the headof the Accounting department who agreed to conduct the
analysis. An initial model developed by the accounting staff used several arbitrary means for
assigning costs. Marketing, administration, andassignable nonvariablecosts were allocated
based on revenue. Transportation costs were assigned to each customer based on mileage plus
50 percent to cover operating and administrativ
e costs. Warehousing and order processing
(referred to as the distribution center or “D
C”) costs were assigned based on cases shipped.

The BOL owners were very surprised by the contribution margins reflected in the customer
contribution statement. Based on the results, they wereconsidering dropping the “Big Al’s”
account. They sought input from each of the func
tional areas prior to acting on the information.
The Supply Chain VP had some concerns with th
e cost allocation approach used by Accounting.
BOL sells four different items (PDAs, laptops, desktops, and servers) to five different customers,
and these items/customers do not consume resourcesequally or on a per-case basis. A review of
several shipping reports demonstrated that thevolume of cases and pallets shipped varied
tremendously by product and customer.

Cases Shipped
Pallets Shipped
Shipments
Orders
Cases/Shpmt
Cases/pallet

PDA Pallets
Laptop Pallets
Dsktop Pallets
Server Pallets

Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
Revenue
Cost of Goods Sold
Mfg Contribution
Marketing
Administrative
DC
Transp
Assignable Nonvariable
Segment Controllable
Margin

Total

3,572,400
2,500,680
1,071,720

5,985,600
4,189,920
1,795,680

3,568,000
2,497,600
1,070,400

4,582,800
3,207,960
1,374,840

4,569,600
3,198,720
1,370,880

22,278,400
15,594,880
6,683,520

240,529
152,976
349,618
208,791
128,696

403,009
256,314
350,243
94,505
213,696

240,233
152,788
189,715
23,443
114,695

308,559
196,244
273,315
130,403
153,696

307,670
195,678
337,109
110,623
91,476

1,500,000
954,000
1,500,000
567,765
702,259

-8,890

477,913

349,526

312,624

328,323

1,459,496

Type of Pallet by Shipment
Big Al's
Computer
Cyclone
Micro Mecca Emporium Cyberstore
7
1
0
6
4
12
11
12
10
0
7
2

All Things
Electronic
4
9
11
3

PDAs
Laptops
Desktops
Servers
Total Sales

Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca
Emporium Cyberstore
Computers
Electronic
6,552
1,728
0
1,368
4,032
3,120
3,840
4,800
2,280
5,040
3,744
7,200
2,400
6,384
3,696
0
672
80
456
168
13,416
13,440
7,280
10,488
12,936

The Supply Chain VP decided to reallocate costsusing an activity-basedapproach that would
more accurately depict how order fulfillment resources were actually consumed by the different
customers.
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Sales by Customer (cases)

Customer Contribution Statement(generated by Accounting staff)
Costs Allocated:

Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
13,416
13,440
7,280
10,488
12,936
1,248
2,304
2,080
1,824
1,344
52
96
40
76
56
1,000
700
600
1,200
1,000
258
140
182
138
231
10.75
5.83
7.58
5.75
9.63
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The Supply Chain VP has asked your group to accomplish the following:

2) Based on these results, what actions doyou recommend to the BOL Supply Chain VP and for
the BOL owners?

1) Assign transportation coststo the different customers based on the resources that each
customer consumes. The Supply Chain VP was ab
le to obtain the following activity volumes to
assist you in assigning costs by customer:
Number of
Total
Cost/
times activity
Cost Driver performed Activity Cost Activity
Activities
Loading & verifying
loads
320
$8,640
freight
Blocking and
load
202
$7,168
bracing
secures
Transportation
movements
320
$473,241
Shipment Inquiry/
ASN
Billing and
Receipts
Claims

Activities by Customer Accounts
BAMM
CE
CC
JC
ATE
52

96

40

76

56

26

72

40

19

45

52

96

40

76

56

inquiry
requests
bills

190

$14,040

13

24

40

57

56

320

$39,358

52

96

40

76

56

claims

14

$25,318

2

4

2

3

3

3) What measurements might you use to drive the right performance?

Other functions have also attempted to assigncosts using an activity-based approach. The
following results have been obtained to date:
Costs Assigned:
Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
Revenue
Cost of Goods Sold
Mfg Contribution
Marketing
Administrative
DC
Transportation
Assignable Nonvariable

3,572,400
2,500,680
1,071,720

5,985,600
4,189,920
1,795,680

3,568,000
2,497,600
1,070,400

4,582,800
3,207,960
1,374,840

4,569,600
3,198,720
1,370,880

150,000
150,000

540,000
249,500

300,000
150,000

260,000
240,500

250,000
164,000

125,000

210,000

111,000

150,000

106,259

4) How might your recommendations contribute toshareholder value, as measured by Economic
Value Added (next page)?

Contribution Margin

Upon assigning transportation costto each customer account, gather theDC cost assignments
from your peer group to calculatethe revised contribution margins using activity-based costs.
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Distribution Center

How do your recommendations affect EVA?

SALES

GROSS
MARGIN

CGS

NET PROFIT

NET PROFIT
MARGIN

–

–

O

TOTAL
EXPENSES

Box O’ Lightning
Box O’ Lightning (BOL), is a computer hardwaremanufacturer located in Evansville, Indiana.
The company was incorporated in 1999 and wasfounded by three entrepreneurial students that
had dropped out of the University of Evansville. The students had studiedMichael Dell in one
of their business courses and decided to replicate his approach for manufacturing personal
computers in southwestern Indiana. The udents
st
focused on producing a high-quality, low-cost
personal computer to supporta local retailer that competed primarily on price.

NET SALES
ECONOMIC
VALUE
ADDED

net profit
net sales

=
INVENTORY

-

CURRENT
ASSETS

BOL grew rapidly during its first few years of operation and achieved gross sales of
approximately $22.3 million in 2002 with a contribution margin before fixed costs and taxes of
$1.46 million. The product line was expanded frompersonal computers to include a low-end
personal digital assistant (PDA), a laptop comput
er, and an inexpensive server to support
networking and e-businesstransactions for small businesses. The customer base has also
expanded. BOL currently serves fiveretailers in southern Indiana.

+
TOTAL
ASSETS

COST OF
CAPITAL

%

K

+
FIXED
ASSETS

OTHER
CURRENT
ASSETS

Revenue
Cost of Goods Sold
Mfg Contribution

22,278,400
15,594,880
6,683,520

Marketing
Administrative
DC
Transportation
Assignable Nonvariable

1,500,000
954,000
1,500,000
567,765
702,259

Contribution Margin

1,459,496

To date, supply chain operations have receivedlittle attention. BOL management has focused on
increasing sales and manufacturing sufficient co
mputers to satisfy demand. Initially, BOL
manufactured to order and did not hold any finished goods ventory;
in
however, manufacturing
began to produce in larger lot sizes to reduce setup costs, more effectively use capacity, and to
satisfy salespersons’ requests for higher product availability.
BOL management has become increasingly sensitive to their warehousing and transportation
costs. The company has a distribution order processing center co-located
with its manufacturing
plant in Evansville, Indiana. The distributioncenter receives computers off the manufacturing
line, warehouses the computers pending customerorders or shipment, and stages shipments for
the BOL private truck fleet. Customers havebeen demanding that BOL provide additional
services such as labeling, barcoding, shrinkwrapp
ing, and the use of specialized packaging with
the retailer’s name brand. BOL practice has been
to require a minimum order quantity of a pallet
and pool orders to obtain full truckloads. The cu
stomers had tolerated this practice in exchange
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for BOL’s extremely low-priced computers. However with the entrance of several competitors
in the local market, customers have become more insistent thatthe minimum order quantities
be reduced and that BOL use LTL carriers or UPS toship the computers. In light of the growing
complexity of the business, BOL owners and management knew that change was imminent.
The company founders decided to hold an off-site meeting to reevaluate their situation. As a
result of the off-site, they developed a strategic vision for their company focusing on increased
growth and margins by moving into higher marginproducts and improved customer service.
Considerable effort had been made to become wise in the ways of Lean and Supply Chain
Management. The strategic objectives they havedecided to pursue to obtain a competitive
advantage regarding the orderfulfillment process include:
1.
2.
3.
4.
5.

A return to “Manufacture-to-order”to increase market responsiveness
“Tailored” customer service to meetindividual customer preferences
High availability of product tomaintain customer satisfaction
Rapid delivery to increase responsiveness
Increased cost visibility to determinethe products and customers yielding the
highest margins
6. Cost reduction through “leaning out” operations to increase margins
Given these clear objectives, the Supply Chain VPknew that BOL’s “one-size-fits-all” approach
to serving customers would evolve into one of differentiation. She was at a loss though to
answer the question: “Who deserves what?” Acustomer contribution analysiswas needed to
help decide the levels and kinds of tailored service the company would provide … and for
whom. She contacted the headof the Accounting department who agreed to conduct the
analysis. An initial model developed by the accounting staff used several arbitrary means for
assigning costs. Marketing, administration, andassignable nonvariablecosts were allocated
based on revenue. Transportation costs were assigned to each customer based on mileage plus
50 percent to cover operating and administrativ
e costs. Warehousing and order processing
(referred to as the distribution center or “D
C”) costs were assigned based on cases shipped.
Customer Contribution Statement (generated by Accounting staff)
Costs Allocated:
Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
Revenue
Cost of Goods Sold
Mfg Contribution
Marketing
Administrative
DC
Transp
Assignable Nonvariable
Segment Controllable
Margin

Total

3,572,400
2,500,680
1,071,720

5,985,600
4,189,920
1,795,680

3,568,000
2,497,600
1,070,400

4,582,800
3,207,960
1,374,840

4,569,600
3,198,720
1,370,880

22,278,400
15,594,880
6,683,520

240,529
152,976
349,618
208,791
128,696

403,009
256,314
350,243
94,505
213,696

240,233
152,788
189,715
23,443
114,695

308,559
196,244
273,315
130,403
153,696

307,670
195,678
337,109
110,623
91,476

1,500,000
954,000
1,500,000
567,765
702,259

-8,890

477,913

349,526

312,624

328,323

1,459,496

The BOL owners were very surprised by the contribution margins reflected in the customer
contribution statement. Based on the results, they wereconsidering dropping the “Big Al’s”
account. They sought input from each of the func
tional areas prior to acting on the information.
The Supply Chain VP had some concerns with th
e cost allocation approach used by Accounting.
BOL sells four different items (PDAs, laptops, desktops, and servers) to five different customers,
and these items/customers do not consume resourcesequally or on a per-case basis. A review of
several shipping reports demonstrated that thevolume of cases and pallets shipped varied
tremendously by product and customer.

Cases Shipped
Pallets Shipped
Shipments
Orders
Cases/Shpmt
Cases/pallet

PDA Pallets
Laptop Pallets
Dsktop Pallets
Server Pallets

Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
13,416
13,440
7,280
10,488
12,936
1,248
2,304
2,080
1,824
1,344
52
96
40
76
56
1,000
700
600
1,200
1,000
258
140
182
138
231
10.75
5.83
7.58
5.75
9.63
Type of Pallet by Shipment
Big Al's
Computer
Cyclone
Micro Mecca Emporium Cyberstore
7
1
0
6
4
12
11
12
10
0
7
2

All Things
Electronic
4
9
11
3

Sales by Customer (cases)

PDAs
Laptops
Desktops
Servers
Total Sales

Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca
Emporium Cyberstore
Computers
Electronic
6,552
1,728
0
1,368
4,032
3,120
3,840
4,800
2,280
5,040
3,744
7,200
2,400
6,384
3,696
0
672
80
456
168
13,416
13,440
7,280
10,488
12,936

The Supply Chain VP decided to reallocate costsusing an activity-basedapproach that would
more accurately depict how order fulfillment resources were actually consumed by the different
customers.
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The Supply Chain VP has asked your group to accomplish the following:

2) Based on these results, what actions doyou recommend to the BOL Supply Chain VP and for
the BOL owners?

1) Assign distribution center coststo the different customers based on the resources that each
customer consumes. The Supply Chain VP was able to obtain the following activity volumes to
assist you in assigning costs by customer:

Activity
Returns
Shrinkwrapping
Labeling
Repack/copacks
Barcoding
Tele order proc
Process promotions
Pick & stage monitors
Claims
QC
EDI orders
Billing
Put/Pick/Stage Pallets
Shipmt. Sched/dispatch
Slipsheeting

Total Activity Times Activity
Cost
Performed
$80,000
200
$15,200
760
$62,160
20,720
$73,452
10,488
$47,952
31,968
$375,000
2,500
$24,000
12
$84,000
24,032
$12,000
130
$57,560
57,560
$20,000
2,000
$90,000
4,500
$496,938
7,680
$27,200
320
$34,538
9,868
$1,500,000

Cost/
Activity

Activity by Customer Accounts
BAMM
CE
CC
JC
15
70
60
40
364
96
0
76
0
13,440
7,280
0
0
0 10,488
0
364
13,536
7,280 10,564
0
700
600
1,200
1
4
1
3
3,432
7,584
2,480
6,840
15
60
20
20
13,416
13,440
7,280 10,488
1,000
0
0
0
1,000
700
600
1,200
1,248
2,304
960
1,824
52
96
40
76
0
3,360
1,200
4,636

ATE
15
224
0
0
224
0
3
3,696
15
12,936
1,000
1,000
1,344
56
672

3) What measurements might you use to drive the right performance?

Other functions have also attempted to assigncosts using an activity-based approach. The
following results have been obtained to date:
Costs Assigned:
Big Al's
Computer
Cyclone
Just
All Things
Micro Mecca Emporium Cyberstore Computers Electronic
Revenue
Cost of Goods Sold
Mfg Contribution
Marketing
Administrative
DC
Transportation
Assignable Nonvariable

3,572,400
2,500,680
1,071,720

5,985,600
4,189,920
1,795,680

3,568,000
2,497,600
1,070,400

4,582,800
3,207,960
1,374,840

4,569,600
3,198,720
1,370,880

150,000
150,000

540,000
249,500

300,000
150,000

260,000
240,500

250,000
164,000

125,000

210,000

111,000

150,000

106,259

4) How might your recommendations contribute toshareholder value, as measured by Economic
Value Added (next page)?

Contribution Margin

Upon assigning DC coststo each customer account, gather thetransportation cost assignments
from your peer group to calculatethe revised contribution margins using activity-based costs.
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A Practical Look at CPFR: The Sears-Michelin Experience
How do your recommendations affect EVA?

SALES

GROSS
MARGIN
NET PROFIT

NET PROFIT

–
CGS

–

MARGIN

O
net profit

This was the question asked at Sears, Roebuck and Co. and the Michelin North American Tire Co. when the idea
was initially posed. Although other retailers and suppliers had reported significant benefits through this collaborative technique, no one had ever tried using the CPFR model with passenger tires.

Sears and Michelin have a long history of working together, which dates back more than 30 years. Michelin, a
French company, found in Sears a retailer willing to introduce their product to the American consumer. The
Michelin product is now available in all Sears Automotive Centers as well as its National Tire and Battery Stores.

net sales

=
INVENTORY

-

CURRENT
ASSETS

+
TOTAL
ASSETS

COST OF
CAPITAL

%

Since the 1990s, the Voluntary Interindustry Commerce Standards (VICS) Association has maintained that collaborative planning, forecasting, and replenishment (CPFR)® can help companies increase sales and fill rates while
simultaneously reducing inventories. (For more information on CPFR see sidebar, "What is CPFR?" on p.48) But can
the implementation of an initiative based on the VICS nine-step CPFR model really provide the supply chain benefits proponents have suggested?

Rationally, the concept of CPFR makes sense: suppliers and retailers communicating and working together in close
partnership to achieve results. But what is required to make this actually happen? The Sears-Michelin story answers
that question.

TOTAL
EXPENSES

NET SALES
ECONOMIC
VALUE
ADDED

By Hank Steermann
Supply Chain Management Review
July 1, 2003

K

+
FIXED
ASSETS

OTHER
CURRENT
ASSETS

In the spring of 2001, Sears and Michelin began discussions on collaboration and later that year implemented a
CPFR initiative. The mutual goal was to improve business results not only for each individual company but also for
the combined supply chain. Initial results from the initiative indicate that CPFR can provide a valuable framework
for increasing visibility and collaboration across the supply chain while significantly reducing inventory levels.
Addressing the Need
Sears and Michelin turned to CPFR not out of a desire to adopt the latest industry trend but to solve a very real
business problem. The two companies had seen their inventory levels increase because of operational procedures
that they had implemented to improve fill rates. The rationale was that there needed to be significant inventory
within the supply chain to cover store inventory needs—Sears at its distribution centers (DCs) and Michelin at its
warehouses. Even with this effort, however, the fill rate to Sears' stores and distribution centers sometimes fell to
unacceptable levels on certain items. Two factors in particular were contributing to these shortfalls: 1) a lack of
complete demand visibility throughout the supply chain and 2) the lack of a formal, disciplined business process to
address these issues. Although cross-functional/cross-company teams had identified these problems, they had not
identified a framework for developing a solution.
Meanwhile, Sears had begun working in the spring of 2001 with the GlobalNetXchange (GNX), a business-to-business exchange for the retail industry. The retailer was using the GNX marketplace auction services for selected
products. At the same time, GNX was preparing to offer CPFR software online to facilitate supplier-retailer collaboration based on the VICS model. GNX had reached an agreement with Manugistics, Inc. to make its NetWORKS
Collaborate software available online to enable collaboration via the Internet.
Sears was intrigued by the concept. The company had worked with the VICS group for many years on developing
electronic-data-interchange (EDI) standardized formats to facilitate e-commerce. Sears also has had a long history
of working closely with its major suppliers. For these reasons, it seemed worthwhile to investigate whether the
company could forge a partnership, based on the VICS CPFR model.
Sears discussed CPFR with GNX in more detail, focusing particularly on how the software could contribute to the
company's current business success. Also, Sears itself further investigated CPFR by attending industry conferences
and VICS meetings as well as by reviewing case studies of actual implementations. Sears carefully considered how
the nine-step model should be implemented and worked to understand the success others had had. After conducting this investigation, the company concluded that CPFR might have potential benefits for Sears and its key
suppliers. The company believed that implementing a CPFR initiative with Michelin could improve inventory productivity and fill rates.
Sears then introduced the CPFR concept to Michelin through a series of awareness meetings. While Michelin was
initially interested in the concept and impressed with the potential benefits, it was skeptical about how the process
would actually work. In response to these concerns, Sears held another educational session involving people from
both companies responsible for the combined supply chain. Concurrently, the Sears automotive vice president and
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Michelin's vice president of sales discussed the potential benefits CPFR might provide to both companies. As a
result of these meetings, the two companies concluded in the early summer of 2001 that the CPFR process and
the technical capability offered by GNX could provide a framework for enabling the information visibility and
processes needed to reach their respective business goals.
Even though the combined Sears/Michelin business team believed in the concept, the team still needed to develop
a business case and gain management support to obtain the resources necessary to develop and implement the
initiative. The business case presentations at Sears and Michelin proved successful. Impressed with the success of
CPFR projects at other major companies and the belief that Sears' automotive teams had in the concept, senior
management approved a Sears-Michelin CPFR proof-of-concept project. Funding was provided for the sourcing of
data from legacy systems, the GNX service fee, and project management/education.
Laying the Foundation for Collaboration
Once the decision was made to move forward, the combined Sears/Michelin project team created a list of activities that needed to be completed before implementation could start. This list was developed into a project plan,
which established owners and timelines for each activity.
The companies then created cross-company teams to take responsibility for each of the specific activities. To implement the CPFR project on time, broad participation was needed. The teams consisted of members from Michelin,
Sears, and GNX, each contributing his or her own areas of expertise to complete the work at hand and keep the
project on schedule. The software setup/data acquisition team, for example, consisted of members from Sears IT,
Michelin IT, and GNX. These teams proved instrumental in achieving the live date goal as well as contributing to
the spirit of the program.
Each team (shown in Exhibit 1) understood its mission and the importance of completing these tasks within the
overall project plan. In some cases, one team could not begin its work until another team had finished. In other
cases, teams could work in parallel. Each team took from one week to four weeks to complete its mission depending on the complexity of the activities. Team members continued to perform their regular job responsibilities and
met to work on the project for just a few hours per week. Some meetings were in person and one was a videoconference, but most were conference calls. Each team designated a team leader who was responsible for coordinating the meeting and completing a weekly status report on the team's progress during the week and activities
planned for the following week.
The project coordinator from Sears and the coordinator from Michelin then conducted a weekly conference call to
review the status reports from each team and resolve any problems that may have occurred during the prior week.
For example, the team responsible for GNX access and setup reported problems with connecting outside of
Michelin's firewall to access the GNX Web site. After discussing the situation, the coordinators discovered that
Sears had experienced a similar problem with its firewall in the past. The Sears network and enterprise architecture
group and members of the GNX staff who had worked on other CPFR initiatives were then brought in to assist
Michelin with this problem.
As this example shows, the teams worked well together—an important factor in keeping the project plan on
schedule. This partnering activity also set the stage for the collaboration benefits that would be seen later in the
CPFR project.

the goals of the program. To monitor the progress against these goals, the team selected appropriate metrics,
such as store in-stock levels, DC fill rates, sales, inventory at Sears DCs, and inventory at Michelin's warehouses.
Based on these business opportunities, Sears and Michelin began to map the future business process and documented these decisions and goals in a front-end arrangement. This initial agreement established the items/SKUs
involved, data to be used, program participants, business rules, and project accountability. The agreement included information as specific as which people (job titles) at Sears and Michelin were responsible for conducting the
weekly conference call to resolve any exceptions or problems. The arrangement was then presented to the project
sponsors at Michelin and Sears for sign-off.
The front-end arrangement was important because it formalized the initiative and ensured proper visibility and
support for the project. However, the arrangement was not considered to be inflexible; instead, it was treated as a
"living document." The team continued to make some refinements after the project had been live for a couple of
months. These changes, which were made based on experiences gained in those first months, led to improved
business rules that added value. The following example shows how this was done.
According to business rules established in the front-end arrangement, an exception alert would be generated if
Michelin was unable to ship the required amount of product to Sears on a future date. Originally, the tolerance set
on this business rule was too restrictive. As a result, the system was generating too many exception alerts for very
small deviations, which did not require the companies to take any action. As a rough example, say that the plan
called for Michelin to ship 1,000 of a specific item to Sears, but it could only ship 990. The CPFR software would
generate an alert even though the order was 99 percent filled, and the shipment was only 10 items short. Sears
and Michelin responded by changing the business-rule parameters to allow for a greater deviation between Sears'
inventory demand and Michelin's product availability before an alert would be produced.
Pre-Implementation Technical Activities
Early in the pre-implementation discussions, Michelin and Sears decided they would share all supply chain information deemed important to the CPFR process. Also, they determined that GNX would host the CPFR software
application (Manugistics' NetWORKS Collaborate) and provide access to this data through a secure Internet site.
For a service fee, GNX would provide all software setup, day-to-day support, and software licensing.
The system was designed so that users at Sears and Michelin could access their information through a browser
with a user ID and password. Because the information can be accessed via the Internet, users can view the data,
even when they are away from the office, by logging onto the GNX site. This eliminates the need for users who
are traveling to have reports mailed or faxed to them so that they can stay informed about the business.
The software is flexible, allowing views of the data to be tailored to users' specific needs. Sears and Michelin created some views that all users could access to review the overall business. Other more specific views were developed
between the individual partners from Michelin and Sears who normally communicate around certain aspects of
the business. The individual at Sears responsible for inventory at the company's DCs, for example, would have the
same view as the person at Michelin responsible for ensuring that merchandise was available to meet Sears' future
orders. Each personal view could be developed with whatever data components had been sent to GNX by Sears or
Michelin. Users can view information at the item level or aggregated to the desired level of the merchandise or
location hierarchy. This flexibility has allowed the software to meet the requirements of different users who have
different responsibilities while still providing the ability to perform meaningful analysis.

Pre-Implementation Business Activities
Sears and Michelin agreed that a key first step in the pre-implementation phase should be to document the current business process from the planning stage to when the product reaches the end customer. This effort required
understanding how the combined Sears and Michelin supply chain interfaced. The team identified and documented the activities to be performed, who was involved, when activities took place, and what systems were involved.
Individuals in various departments within both organizations were asked to contribute their specific knowledge in
areas such as sales forecasting, demand planning, production, store replenishment, and logistics. The team consisted of both business and technology experts from both companies. It included people such as the buyer, the inventory manager, demand planning managers, customer service associates, the business solution manager, and IT
project managers.

The Implementation Process

Once this process documentation was completed, the companies identified and evaluated opportunity areas that
would be improved by following the nine-step CPFR model and using the CPFR software hosted by GNX.
Although the team identified several opportunity areas, it initially chose to target three main areas of improvement: reducing inventory at Sears, reducing inventory at Michelin, and increasing information visibility at both
companies. The team initially limited itself to these three areas because they were the ones most closely aligned to
the original need and offered the most significant benefits. These potential benefits were quantified and became

Prior to the CPFR initiative, the data necessary for full collaboration did not exist in a centralized location. Although
both companies had supply chain data internally, each company had only a portion of the data that the other
had. As a result, decisions were made based only on what was available. Through the use of the hosted CPFR software, both Sears and Michelin now can send files with the agreed-upon data components to GNX each week. The
data includes sales forecasts (regular and promotional), on-hand inventory (at Sears stores and DCs, and Michelin
warehouses), inventory on order for Sears, Michelin production plans, Sears future inventory demand, and actual
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The CPFR initiative went live on Nov. 4, 2001 with 80 SKUs. The effort has since expanded and now includes 220
Michelin SKUs at all of Sears' Auto Center and National Tire and Battery locations.
The consolidation of supply chain information in one place with easy access through the Internet has proven to be
a particularly effective resource for collaboration. Michelin and Sears have adjusted their business processes and
have begun to take advantage of the CPFR opportunities identified during the business process mapping. Some of
these adjustments are summarized below.
1. Consolidated Data
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sales (regular and promotional).

Embed CPFR in the Business Process

This central view of essential data enables the collaboration to be both meaningful and consistent. The data is
"meaningful" because it consists of the key information necessary for creating good plans and forecasts and for
ensuring that the right product arrives in the right place at the right time. It is "consistent" because the user is
assured that the same data elements are updated at the same time every week. There is now a single view of the
truth. Both companies agreed to work with this set of data and to mitigate any system differences they might
experience internally.

To be successful, a CPFR initiative must be integrated into the normal business process. It cannot be something
"extra" that is done because of the project going live; rather, it must be embedded in the normal daily, weekly,
and monthly processes. The CPFR process and related technology should be thought of as another important tool
for achieving the business objectives.

Because key supply chain data was centralized, it was easy to build certain metrics into the software. For example,
the software calculates sales forecast accuracy (the sales forecast vs. the actual sales results) for the two companies.
It also retains one year of historical data in the CPFR software, which allows the companies to compare future
plans vs. historical performance. The software has been configured to allow for monthly reporting. In this way,
weekly performance data can be summed at a monthly level for a more macrolevel view. Viewing several weeks (or
months) at the same time provides a view of future (or past) trends. This can be helpful in managing the buying,
forecasting, replenishment, demand planning, and production activities.
2. Exception Reporting
The CPFR process and technology also enable Sears and Michelin to apply disciplined "business rules" to the centralized key supply chain data. By applying these rules, the supply chain can generate meaningful exception
reports to the decision makers responsible for taking action. To illustrate, according to a disciplined business rule,
the appropriate people at Sears and Michelin would be advised if the tire maker's planned future production of an
item was insufficient to meet Sears' forecasted demand.
In designing these business rules, the intent was to generate exception reports early enough to allow Sears and
Michelin supply chain professionals to resolve issues before they could affect the end customer. Each company discussed possible actions to take that would cause minimal or no increase in supply chain costs.
These rules were established within the CPFR software and are run weekly to generate alerts. These alerts are sent
by e-mail to the individuals at both companies responsible for resolving the issues. In the past, this activity was
done manually by analyzing only the data available at each company. It was a time-consuming process and subject to error because of incomplete data and the mistakes commonly associated with any manual process.
The automated exception reports provide valuable information that allows any issues to be discussed at scheduled
weekly conference calls. The companies can then take actions to correct any negative issues affecting Sears' instock levels or Michelin's fill rates. For example, based on an exception report, Michelin might decide to increase
production to ensure it has enough product to meet projected demand. This capability has enabled both companies to become more proactive, rather than reactive, in solving inventory problems and responding to customer
needs. Previously, Sears might not have been aware of a product shortage until right before a shipment was sent
from Michelin to Sears. Now with the CPFR tool, the two companies can anticipate problems.
3. Monthly Meetings
The CPFR process has also made meetings between the two companies more effective. For several years, Sears and
Michelin have met monthly to discuss anticipated business for the coming months. These meetings consist of
reviewing the marketing effort, sales forecasts, current sales trends, inventory requirements, and past sales results.
These sessions involve representatives from buying, marketing, demand planning, inventory replenishment, and
occasionally logistics. The focus of this meeting is to discuss the proposed plans for future events, analyze what is
occurring in the industry, and take actions to ensure that the two companies have strong merchandise offerings
and can meet consumer demand.
These sessions often involve analyzing future sales-forecast trends vs. actual sales, or reviewing future inventory levels against anticipated demand. Examination of current planned inventory for items in high demand can be discussed and adjustments made.
Prior to the CPFR initiative, both companies expended much manual effort to create reports for these meetings.
Today, this work has been reduced and replaced by information directly available from the CPFR software tool.
CPFR not only has cut the amount of manual effort necessary to obtain the various data points but also has provided additional insight and made analysis easier. For demand planning and replenishment activities, it provides a
tool to view the current inventory position either by item or at an aggregated sub-line or line level. The buying
and marketing areas are beginning to use the data to track actual monthly performance to the planned performance. Additionally, analysis of actual sales performance vs. forecast is enabled by the Manugistics NetWORKS
Collaborate solution.
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If companies identify what is needed to improve performance and how CPFR can deliver these improvements, it
should not be difficult to gain user ownership of the tool and necessary process changes. Sears and Michelin users
participate in the initiative because the tool assists them in delivering results. The level of user ownership at both
companies is demonstrated by the fact that users are continually requesting that new capabilities be added to the
software so they can analyze the business in new ways. Based on user requests, for example, the two companies
have added the ability to track the business plan to actual sales performance. It has been exciting to identify and
deliver these capabilities.
Financial and Process Benefits
The benefits from the CPFR initiative fall into two major categories: 1) hard or financial benefits, and 2) soft or
process benefits. Each is significant and provides opportunities for even greater potential in the future. A summary
of the benefits in those categories follows.
Financial Benefits
After CPFR had been in place for one year:
• Sears store in-stock levels improved by 4.3 percent.
• Sears distribution-centers-to-store fill rate increased by 10.7 percent.
• The combined Michelin and Sears inventory levels were reduced by 25 percent.
• Sears generated additional margin dollars due to proactive exception management.
Process Benefits
The process improvements have been similarly significant, centering on the five areas discussed below.
• Documentation of Business Process. Documenting the current business process forced both companies to take a
critical look at how their respective supply chain operated and supported the business objectives. The documentation process also resulted in a clearer understanding of where communication takes place, both internally and
between companies. The two organizations now have a greater understanding and appreciation for each role or
activity that drives the business. This opportunity to "walk a mile in my brother's shoes" has led to better cooperation between individuals in their day-to-day challenges.
• Exception Management. Following the CPFR process and using CPFR technology has allowed Michelin and Sears
to identify and resolve exceptions in a more disciplined, standardized fashion. This, in turn, makes users more efficient. They can now redirect their efforts to those areas that require more attention or will yield the highest productivity gains. Those items performing at the forecasted levels generally do not require attention.
• Facilitates Monthly Business Sales/Inventory Review. The CPFR process and technology has made meetings more
efficient. Some of the reports for meetings that used to be generated manually have been automated. If a question
arises during a meeting, it often can be investigated immediately by displaying the fact-based information directly
from the CPFR tool. The ability to view information at any level of the merchandise hierarchy is also beneficial for
Sears or Michelin.
• Product Transition. Having greater visibility of future sales forecasts, inventory on hand, and scheduled production has provided the supply chain with valuable information that facilitates merchandise assortment changes. A
more complete view of sales and demand has improved planning and implementation of new products. Greater
visibility provides an opportunity to reduce inventory in the old product while increasing it in the new. Because
inventory levels are known, plans reflect proper decreases in inventory level, which minimizes the markdowns
required to clear the product. In this way, the transition allows both companies to bring new products and features to market while maintaining the ability to hit inventory and margin targets.
• Success Creates Excitement for More Success. Although Sears and Michelin achieved real benefits during the first
year of CPFR, they did not stop there. While the project had delivered on many of its initial goals, the team recognized there were still opportunities in the supply chain that needed attention. It seemed natural to investigate
ways in which CPFR could be used within the partnership to help address those opportunities. As a result, objectives were set for the second year to utilize CPFR to enable process and financial improvements in those new areas.
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Much of this effort has focused on expanding the use of CPFR information to other areas within each company's
supply chain. The success gained in the first year with this project has earned valuable support within both companies—and a desire to generate even more success. With the goals set for year two, the CPFR process is viewed as
providing the framework for a continuous improvement program.

How to Master Cross-Enterprise Collaboration
By Donald J. Bowersox, David J. Closs, and Theodore P. Stank
Supply Chain Management Review
July 1, 2003

Role for the Future
The Michelin-Sears project proves that an existing business partnership can be strengthened through a collaborative initiative built around the VICS CPFR model. The partners investigated the concept, understood the model,
partnered with GNX to provide the technology and service necessary to enable CPFR, and then implemented the
project together. They proceeded cautiously, always asking: What is the need? What is the objective? What are the
right metrics to track? What will success look like? The decision on the part of Michelin and Sears to target additional benefits in the second year reflects a strong endorsement of this program. Additionally, Sears now is in a
position to extend the CPFR process to other suppliers.
As business needs change from year to year, solid partnerships will be necessary for growth. These partnerships
require access to pertinent data and the ability to collaborate in a meaningful way. The collaborative planning,
forecasting, and replenishment model has an important role in that future.
Author Information
Hank Steermann, former senior project manager for supply chain at Sears, Roebuck and Co., was responsible for
the Sears/Michelin CPFR project described in this article.
What is CPFR?
Collaborative planning, forecasting, and replenishment (CPFR) is a business-process model developed by the
Voluntary Interindustry Commerce Standards Association that seeks to reduce the variance between supply and
demand. VICS structures CPFR into nine steps, which are shown in the exhibit below. CPFR provides retailers and
suppliers with a framework for sharing key supply chain information and coordinating plans. Under CPFR, supply
chain partners form one consensus forecast. Suppliers and retailers form this one forecast either by working collaboratively or by first developing their own individual forecasts, which are then used to create a consensus forecast.
This coordination and information sharing allow retailers and suppliers to optimize their supply chain activities.
Production schedules are thus set based on demand at the retailer. As part of CPFR, companies also implement
processes that enable problem identification and resolution.
The collaborative nature of CPFR leads to better forecasting of demand and product requirements. The improved
forecast, in turn, helps to increase supplier fill rates, improve in-stock levels, and reduce buffer stock. Ultimately,
the desired result of CPFR is to increase sales while reducing inventories. To accomplish this goal efficiently, however, CPFR requires data-sharing technology and a solid business partnership.
© 2007, Reed Business Information, a division of Reed Elsevier Inc. All Rights Reserved.

Over the past two decades, the strategic focus of supply chain management has shifted from an adversarial mindset
toward a collaborative mindset. The essence of cross-enterprise supply chain collaboration is to share information,
jointly develop strategic plans, and synchronize operations. The expectation is that competitive superiority will result
from precise resource allocation that generates economies of scale, reduces duplication and redundant operations,
and gains consumer loyalty through customized service.
While the potential of collaboration is appealing, true success stories are scarce. The popular literature reports numerous collaborative failures and documents the challenges related to bringing pilots and beta tests to scale. Moreover,
some business arrangements described as sustainable cross-enterprise collaborations are actually examples of conventional contracting and outsourcing. As business leaders strive to understand and ultimately execute collaborative supply chain strategies, they need to sort out answers to four basic questions:
1. What is the appeal and perceived benefit of cross-enterprise collaboration?
2. How does cross-enterprise collaboration differ from contracting or outsourcing?
3. Who in the supply chain is best positioned to facilitate implementation and sustained operation of cross-enterprise
collaboration?
4. What framework exists to guide establishment and ongoing management of cross-enterprise collaborative
arrangements?
In addressing these questions, this article first takes a trip back in time to revisit why firms are attracted to the potential benefits of cross-enterprise collaboration. Next, we describe different types of supply chain relationships to illustrate alternative cross-enterprise collaboration models, including their respective governance structures. The discussion
then turns to the adequacy of traditional command-and-control organizations to manage and sustain cross-enterprise
collaboration. The fact is that few companies are organized properly to implement and manage collaborative relationships. The final section presents a framework developed at the Broad School of Management at Michigan State
University to help guide business leaders in establishing and managing cross-enterprise collaboration.
The Collaborative Evolution
Cross-enterprise collaboration is an organizational model that seeks the benefits of vertical integration without the
burden of financial ownership. Early business models, primarily out of necessity, emphasized ownership control.
Ventures such as Ford Motor Co., The Great Atlantic and Pacific Tea Co., and United States Steel grew to industry
domination through vertical integration. Over time, the benefits of specialization coupled with the growing scope
and complexity of an emerging business economy served to restrict the practical limits of ownership. Firms increasingly purchased materials, products, and key services from outside or independent businesses. The model of rugged
individualism gave way to a highly interdependent business structure characterized by specialization. It became clear
that no firm could be self-sufficient in such a complex economic system.
In the early stages of economic specialization, the marketplace was the sole mechanism for matching demand with
supply. The spirit of free enterprise fueled competition as the most effective way to allocate resources. To ensure fairness, antitrust laws subsequently were legislated and enforced. This historical era was characterized by legally constrained competition that allowed little room for collaboration.
In the late 20th century, however, a new and challenging perspective emerged. The free-market nations of the world
became attracted to the potential benefits of business collaboration—the concept of working together for mutual
gain. While the logic and potential of cross-enterprise collaboration was easy for business executives to embrace, the
operational mechanisms needed to achieve the desired results were not well understood. Fueled by the rapid emergence of information technology, the collaborative spirit was institutionalized and gained widespread credibility. The
common belief was that cross-enterprise collaboration would naturally result from the increasing availability and use
of technology to share information—a near-fatal assumption that, to this day, continues to cloud collaboration.
So, if the potential of cross-enterprise collaboration has been widely acknowledged for several decades, why has actual implementation been minimal? The answers can be traced to a failure to institutionalize the implementation
processes, specifically the failure to:
• Establish the business case and a sustainable value proposition supporting cross-enterprise collaboration.
Establish policies and guidelines to guide development, implementation, and sustained operation of
cross-enterprise collaborative arrangements.
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• Develop and implement long-term reward- and risk-sharing agreements. These agreements must be capable of withstanding pressure to achieve short-term operating results that might negatively impact the collaborating partners.

propositions grounded in pay for performance. The operational focus in such arrangements is performance compliance and cost.

• Modify internal command-and-control organizational structures and performance measures to facilitate
cross-enterprise collaboration.

So to the base question: What constitutes cross-enterprise collaboration? Cross-enterprise collaboration emerges
when two or more firms voluntarily agree to integrate human, financial, or technical resources in an effort to create a
new, more efficient, effective, or relevant business model. The fact of the matter is that any relationship—whether it
involves procurement, selling, or functional or process outsourcing—can be structured as cross-enterprise collaboration with the appropriate governance mechanism. Through cross-enterprise collaboration, participating firms voluntarily create joint policies and integrate operational processes to eliminate duplication and nonproductive redundancy
while seeking maximum productivity. In effect, they create what's often referred to as an extended enterprise. With
cross-enterprise collaboration, unlike contracting and outsourcing, talent, information, knowledge, and financial
resources are committed at risk to the joint initiative. In a very real sense, the firms collaborating agree in principle
and practice to the voluntary commitment and integration of resources in pursuit of jointly defined goals. Notably,
few companies understand this collaborative business approach.

It is not surprising that managerial commitment to stay the course during collaborative implementation tests and
pilots has proven less than steadfast. There are a number of reasons for this. For one, the body of knowledge guiding
collaboration has been sketchy. In addition, the potential to build cross-enterprise cooperation has been tainted by
the fact that many companies have waved the collaborative banner while launching aggressive supplier cost-cutting
initiatives. While they were talking cross-enterprise collaboration, their actions were, in fact, adversarial. Some literally
spent years implementing what were positioned as collaborative relationships with suppliers only to revert to aggressive price pressure as soon as economic conditions worsened or their short-term profit projections failed to meet
expectations.
What Is Cross-Enterprise Collaboration?
The tendency to characterize all interorganizational arrangements as collaborative inhibits understanding of the basic
concept of cross-enterprise collaboration. The fact is that most cooperative engagements between commercial organizations do not represent cross-enterprise collaboration. Contracting, functional outsourcing, and process outsourcing
are common relational arrangements among independent organizations. Further, the success of these important business relationships requires continuous managerial oversight. Such oversight, however, does not constitute cross-enterprise collaboration. Perhaps the best way to understand cross-enterprise collaboration is to first examine these more
common business practices that do not depend on collaboration.
Buying and selling is the most common form of cross-enterprise interaction. The exchange mechanism is a transaction price driven by the structure, procedures, and traditions of a marketplace. Beyond compliance to the law and
specified terms of trade, there is no expectation of a continuing relationship nor specific acknowledgement of
dependency on the part of either the buyer or the seller. Even firms that conduct business with one another over an
extended time period understand that each specific transaction is unique and may be the last. Buying and selling is
consummated in what is commonly called a marketing channel.
The acknowledgement of a dependency between two business organizations signals the emergence of a supply chain
relationship. In other words, when firms acknowledge dependency and expect to maintain an ongoing business
arrangement with a customer or supplier, relational dynamics are introduced. But many executives fail to differentiate
between the behavioral expectations inherent in different types of supply chain arrangements.
The most common forms of cross-enterprise relationships are contracting and outsourcing. Contracting with a customer or supplier introduces a time dimension to traditional buying and selling of a product or material. Contracts
constrain the transactional market by framing price, service, and supply expectations and commitments over a specified and extended time. With functional outsourcing, the focus shifts from buying and selling a product or material to
performing a specific service or activity. Typical outsourced activities range from contract manufacturing to logistics
activities such as transportation and warehousing.
The introduction of the service-performance aspect of outsourcing often results in an incorrect tendency to equate
outsourcing and cross-enterprise collaboration in terms of managerial oversight. Because outsourcing requires continuous managerial oversight, the assumption is made that the relationship is collaborative. While firms that outsource
need to develop and maintain acceptable relationships with their service providers, the service being carried out is
typically specified in terms of performance expectations and cost. Make no mistake about the authority and governance structure: Functional outsourcing is managerially determined and is governed by command-and-control principles. The authority and incentive for a supplier to perform is clearly a contractual delegation made by the outsourcing
firm.
The tendency of business managers to identify and manage processes that integrate multiple functions has resulted in
the growth of process outsourcing. Under this approach, a firm might enter into a contract with a service provider to
perform all aspects of a process, such as manufacturing, customer order-to-delivery, or return goods administration.
The challenge of modifying business practices to integrate this external process outsourcing (as contrasted to outsourcing an individual function) is formidable—even with the information technology now available. Firms that specialize in providing multifunctional supply chain services increasingly are being referred to as integrated service suppliers. While the operating complexity of process outsourcing is far more complicated than functional outsourcing, the
basic governance model remains command and control.
In short, the most popular forms of supply chain relationships—contracting and functional and process outsourcing—
do not qualify as cross-enterprise collaboration. These are command-and-control-based relationships that have value
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Cross-enterprise collaboration requires a basic modification in the business process that locks participating firms into a
long-term, joint-operating structure. The extended enterprise clearly requires senior-management commitment to
create and formalize the collaborative process. The governance structure of cross-enterprise collaboration shifts from a
single firm's command-and-control organization to a framework of mutually prescribed, rule-based operating agreements. Typically, one organization provides leadership while other participants voluntarily cooperate. The mutually
created rules of governance must reflect the joint and committed interests of all participating organizations. Again,
contracting or outsourcing relationships can shift to cross-enterprise collaboration whenever the participants transition
the governance structure from command and control to rules-based collaboration. The challenge here is to develop
and implement collaborative principles seldom learned in business schools.
The most common and easily implemented form of collaboration is operational information sharing. In this sense,
cross-enterprise collaboration, contracting, and outsourcing all begin with information sharing. All relationships
depend upon sharing information in an effort to improve connectivity and joint performance. The purpose of information sharing is to facilitate operational connectivity by providing data critical to performing an activity. For example, advanced shipment notifications (ASNs) or carrier delivery appointments represent basic information exchanges
that facilitate operational synchronization.
The next two levels in collaboration are tactical and strategic integration. Tactical collaboration involves the joint
modification of traditional processes to enhance the way in which essential functions are performed. Examples might
be a cooperative effort to create a cross-dock sortation system or prepare store-ready pallets. Another example might
be an agreement to implement vendor-managed inventory or continuous replenishment. Achieving tactical integration is difficult; in fact, our research suggests that less than 20 percent of firms have been successful in this regard.
Such voluntary arrangements are typically formulated following industry-guided initiatives such as collaborative planning, forecasting, and replenishment (CPFR).
Strategic integration is the most complex and elusive form of cross-enterprise collaboration. This level of engagement
is rare, and examples are limited. However, strategic integration is the model that drives the extended-enterprise
dream. Only a limited number of firms have been willing to surgically restructure their organizations to facilitate true
strategic-level, cross-enterprise collaboration. This restructuring entails focusing resources on core competencies while
sharing the risks and rewards associated with successfully executing all other value-adding parts of the process.
IBM offers one example of a company that has enjoyed some success in strategic integration. Operating in a very
complex supply chain, the company has been able to focus the efforts of each partner and enhance the performance
of the extended enterprise. From a relational perspective, IBM uses enterprise extension as the means to achieve
enhanced supply chain performance. While specific supply chain activities may be outsourced (for example, card
assembly and manufacturing and transportation), IBM still monitors and coordinates component manufacturing and
movement through its planning systems. Unlike a traditional contract manufacturing relationship in which a manufacturer provides the contractor with a periodic set of requirements, supply chain operations such as manufacturing,
assembly, kitting, and testing take place in a series of stages both inside and outside of IBM. This requires that planning be integrated across all members of the extended enterprise.
Other examples of strategic integration are emerging in the automotive-assembly, advanced-logistics-services, and
mass-merchandising sectors. Such extended enterprises, by the very nature of their strategic positioning, are highly
proprietary and competitive. For this reason, many participating organizations elect to adopt a legal structure by creating a joint venture or effecting a merger instead of a collaborative framework. The sidebar below illustrates how
General Motors created a joint venture with CNF called Vector SCM to isolate and manage cross-enterprise integration opportunities.
Whatever form the collaborative structure takes, managers need to have strategic clarity as they move beyond the
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traditional transaction market to develop extended relationships with customers, suppliers, or outsource service
providers. An important part of this strategy is recognizing that true cross-enterprise collaboration is a voluntary union
of operational or strategic capabilities agreed to by two or more firms. Such relationships must be managed by a collaborative governance structure—and not the command-and-control structure of traditional contracting and outsourcing arrangements.

mation, knowledge, and expertise to achieve maximum standardization and simplification. All work, regardless of
when and where it is performed, is captured as part of the horizontal process. Sharing common information on
resource capabilities and performance metrics while retaining local control can lead to a core competency potential
for effective integration that far exceeds anything possible in command-and-control structures. Exhibit 2 portrays the
horizontal process concept extended across more than one organization.

The Right Governance Structure

Implementing and Managing the Relationship

Most contemporary business organizations are adequately structured to manage buying and selling. They also are
comfortable entering into performance contracts and outsourcing specific functions. For these types of arrangements,
command and control is a suitable governance structure.

Management must understand that cross-enterprise collaboration constitutes relatively untested waters. Few firms
have any track record at all when it comes to implementing and managing this practice. So, as with similar emerging
business concepts, the potential of cross-enterprise collaboration is shrouded with risk. Logical models that seek to
develop structure and strategy for collaboration via experimentation are risky. One model offers a three-step implementation process involving information sharing, coordinated execution, and optimized planning. Another suggests
six levels of supply chain development.2 In both cases, the authors acknowledge that what we call collaboration here
is the end state in supply chain arrangements that have matured and stabilized. Such models may be useful for
understanding the complexity associated with collaborative involvement. However, managers who are evaluating the
potential benefits of sustainable cross-enterprise collaboration also must understand how their existing internal organization structure needs to complement supply chain flows and related processes. This is essential to sustaining the
desired synergies.

The real challenge comes with managing horizontal processes that cut across functional boundaries and fall under the
organizational purview of multiple operating managers. As an enterprise embraces process management, it becomes
difficult and undesirable to maintain the crystal-clear lines of authority and responsibility typical of functional command and control. This conventional command-and-control structure simply does not facilitate the cross-functional
flexibility required to satisfy process goals.
One structure often used to facilitate cross-functional integration is commonly referred to as a matrix organization.
Under this approach, two senior managers share responsibility for an enterprise. One senior manager (business)
focuses on financial and operational aspects, retaining responsibility for the profitability of specific business units that
are often organized around product categories, geographical proximity, or class of business. The other senior manager (resource) is responsible for the deployment of human and physical assets to meet the requirements of organizational units. Individual business managers are assigned skilled personnel from resource pools on the basis of projected
requirements. While the skilled personnel are directly responsible to the resource manager, they are assigned to the
business manager. The business manager has direct authority for work design, temporary assignment of functional
staff, and project control. The two managers typically share in the decision making with regard to promotion, salary
increase, and other benefits for the skilled personnel. Upon the completion of a business assignment, skilled personnel
are re-assigned by the resource manager.
Certain professions, such as consulting and advertising, have successfully used the matrix organization to integrate
across functions. The matrix model, however, is more difficult to implement in manufacturing, distribution, and retail
businesses. Companies in these sectors may have better success with an emerging organizational approach, similar to
the matrix, referred to as a horizontal structure. The horizontal organization is designed to facilitate processes and not
to perform specific work tasks.1 It has three essential attributes: (1) a highly involved, self-directed work environment
that empowers employees to generate maximum performance; (2) a focus on managing processes (rather than functions) that leads to higher productivity; and (3) a rapid sharing of accurate information that allows all facets of the
organization to be integrated. Information technology is the enabler or the load-bearing structure of a horizontal
enterprise.
Horizontal structures build on the belief that functionality need not be organizationally assigned to a special command-and-control structure to coordinate performance effectively. The strategic authority originates at headquarters,
and a staff executive works to identify cross-organizational synergies. But it's the frontline managers who refine the
strategy and apply it directly to day-to-day business operations. The responsibility for performing work, therefore, is
organizationally positioned with users. The user, in this sense, is the organizational unit that performs specific work for
the supply chain. Making those who perform the activities an integral part of the horizontal organization can increase
relevancy and flexibility. In essence, empowerment results. Exhibit 1 illustrates a basic structure for a horizontal organization.
Organizational architectures that support cross-enterprise horizontal processes are complex. They entail a further
"remodeling" or redesign of traditional and well-established organizational structures to enable effective integration of
internal capabilities with those of outside organizations. True cross-enterprise collaboration requires a company to
modify work processes to incorporate and fuse the capabilities and competencies of other independent businesses.
Hence, specific work is performed by one of the involved firms for the benefit of all participating enterprises. Similar
to a well-functioning orchestra, all parts of the multifirm collaborative process are expected to operate in a fully integrated and coordinated manner without unwanted duplication.
Horizontal processes may be extended across enterprises via electronic connectivity, visibility software, and integration
of specific work assignments. The extended-enterprise, horizontal organization can be viewed as a composite of specified business functions that are motivated and directed by common interest and goals. Each department within the
participating enterprises performs its specified work for the collaborative supply chain. The end state is the integrated
management and performance of work without grouping functions into a formal organizational unit. Such virtual
coordination facilitates achievement of the essential aspects of integrated process performance—the sharing of infor-
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Assuming that a firm clearly understands and wants to establish a cross-enterprise collaboration, what guidelines are
available to help focus its efforts? The Supply Chain Integration Framework developed by Michigan State University
identifies key managerial issues confronted in cross-enterprise collaboration.3 The framework identifies processes,
competencies, and capabilities that are characteristic of successful supply chain collaboration. The processes include
leadership, planning and control, and integrated operations—all of which combine to create and deliver value in
cross-enterprise collaboration. Each process requires one or more strategic competencies that are sufficient to drive
competitive advantage for the extended initiative. Such competencies are supported by capabilities derived from
complex bundles of skills and knowledge cultivated over time that enable a firm's assets to be selectively deployed.4
The leadership process must provide the vision and willingness to enable supply chain partners to creatively shift,
share, and reward risk and responsibility. There are no shortcuts or substitutes for senior management leadership and
commitment, especially in overcoming the long-standing internal barriers to collaboration. In the final analysis, success will depend on management's ability to effectively guide the resources commanded by two or more otherwise
independent organizations so that all stakeholders in the relationship benefit. A planning and control process must
coordinate information technology and metric systems to support cross-enterprise collaborative operations. Operating
effectiveness depends on the measurement and exchange of timely and accurate information among customers,
material and service suppliers, and internal functional areas. This involves leveraging technology to monitor, control,
and facilitate overall supply chain performance. Finally, an integrated operations process facilitates order fulfillment
and replenishment across the supply chain. Effective order fulfillment requires coordination both within a firm and
among supply chain partners.
Exhibit 3 offers a framework to guide implementation and management of cross-enterprise collaboration. The competencies and capabilities required to achieve success in such a collaborative effort are detailed in the sidebar on page
21.
The Next Steps
The growing challenge to exploit industry leadership has encouraged multiple organizations to seek the benefits of
collaboration. While the potential to collaborate is appealing, the reality is that most firms are—and should be—
focused on achieving their individual operational goals. A major part of meeting operational expectations is the execution of sound marketing and operational strategies. Each engagement with a customer and a supplier needs to be
managed with care. Most such relationships do not require cross-enterprise collaboration—they are main-line business arrangements that involve basic contracting or outsourcing. Yet an emerging opportunity exists for managers to
initiate collaboration that extends beyond contracting and outsourcing. Cross-enterprise collaborations extend enterprise processes to combine the best efforts of two or more organizations. The value proposition of cross-enterprise
collaboration is the potential to achieve an unprecedented level of operational efficiency, effectiveness, and relevancy.
Managers exploring the topside potential of cross-enterprise collaboration need guidance to help them avoid common risks. The competencies and capabilities documented in the Cross-Enterprise Collaboration Framework in Exhibit
3 establish a roadmap of well-established supply chain processes that transcend industries and even national boundaries, detailing how specific jobs and functions can best be performed across functional and organizational boundaries. The framework facilitates communication of the overall objectives of cross-enterprise collaboration and provides
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a guide to achieving management consensus and commitment to relevant change initiatives.
Creating process change using this framework is a two-step process. The first step aims at identifying and reaching
managerial consensus on existing collaborative competency. For this step, a diverse group of managers should independently determine differences in perceived capability across management levels and within major functional areas.
Participants should ideally represent a range of functions. A group with various backgrounds and knowledge can provide in-depth understanding of the firm's supply chain activities while bringing different, valuable perspectives to the
table. Input should be sought from senior management, sales, marketing, logistics, production, procurement, finance,
and third-party providers as well as from customers and suppliers.
Once the results are tabulated, managers should jointly review responses for each competence to isolate and quantify
areas of perceptual agreement and disagreement. Managers then should share their rationale for specific responses
and jointly debate the validity of perceived gaps identified from the range of responses. This exercise serves to resolve
perceived differences in the assessment of collaborative supply chain capabilities in an effort to reach a consensus
understanding of how well the firm is currently performing. It also provides a means to co-opt managers from across
functional and organizational entities into a unified vision of cross-enterprise collaboration—thereby establishing a
foundation for their commitment to pursue change.
The second step of the process is to compare consensus results to a benchmark average of high-achieving firms in
comparable industries. Benchmarking translates the assessment into a competitive evaluation. The purpose is to identify gaps that might serve as the basis for change-management initiatives. A gap is defined as the difference between
current capabilities and those perceived as a prerequisite to achieving the vision of cross-enterprise collaboration. Gap
identification helps firms to focus on committing resources to support change initiatives as well as blueprints for
improvement in critical areas. When conducted collaboratively with customers and suppliers, it also establishes a basis
for extending relationships beyond surface cooperation and helps move toward true cross-enterprise collaboration.

• Information management—commitment and capability to facilitate supply chain resource allocation through
seamless transactions across the total order-to-delivery cycle.
• Internal communication—ability to exchange information across internal functional boundaries in a timely,
responsive, and usable format.
• Connectivity—information exchange with external supply chain partners in a timely, responsive, and usable format.
• Collaborative forecasting and planning—capacity to develop shared visions and mutual commitment to jointly
generated action plans.
Competency: Measurement—developing and maintaining measurement systems that facilitate segmental strategies
and processes. Capabilities:
• Functional assessment—development of comprehensive functional performance measurement capability.
• Activity-based-and total-cost methodology—adoption and commitment to activity-based costing, budgeting, and
measurement for comprehensive identification of cost/revenue contribution of a specific entity such as a product.
• Comprehensive metrics—establishment of cross-enterprise and overall supply chain performance standards and
measures.
• Financial impact—direct linkage of supply chain performance to financial measurement such as economic valueadded and return-on-net assets.
Integrated Operations Process
Competency: Customer Integration—building lasting differentiation with customers of choice. Capabilities:
• Segmental focus—development of customer-specific programs designed to generate maximum customer success.
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• Responsiveness—accommodation of unique and/or unplanned customer requirements.
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Cross-Enterprise Competencies and Capabilities

• Flexibility—adaptation to unexpected operational circumstances.
Competency: Internal Integration—linking internally performed work into a seamless process to support customer
requirements. Capabilities:
• Cross-functional unification—integration of cross-enterprise functionality into manageable operational processes.
• Standardization—establishment of cross-functional policies and procedures to facilitate synchronous operations.
• Simplification—identification, adoption, implementation, and continuous improvement of best practices.
• Compliance—adherence to established operational and administrative policies and procedures.
• Structural adaptation—appropriate modification of network structure and deployment of physical assets to facilitate
integration.
Competency: Material/Service Supplier Integration—linking externally performed work seamlessly with internal work
processes. Capabilities:
• Strategic Alignment—development of a common vision of the total value-creation process and clarity on shared
responsibility.
• Operational fusion—linkage of systems and operational interfaces to reduce duplication, redundancy, and dwell
time while maintaining synchronization.

Leadership Process
Competency: Relational Integration—developing and maintaining with participating organizations a mental framework for interenterprise dependency and collaboration principles. Capabilities:
• Role specificity—clarity on leadership process and establishment of shared vs. individual enterprise responsibility.
• Guidelines—development of rules, policies, and procedures to facilitate interenterprise collaboration, leverage, and
conflict resolution.
• Information sharing—willingness to exchange key technical, financial, operational, and strategic information.
• Gain/risk sharing—framework and willingness to apportion fair share reward and penalty.
Planning and Control Process
Competency: Technology and Planning—maintaining information systems capable of supporting a wide variety of
operational configurations needed to serve diverse market segments. Capabilities:
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• Financial linkage—willingness to structure joint financial ventures with suppliers to solidify goal attainment.
• Supplier management—extended management including multiple tiers of the supply chain.
GM's Take on Collaboration
The early 1990s found General Motors (GM) in serious trouble. The automaker was struggling with bloated and
inflexible management, unexciting cars, constraining union contracts, and difficult supply chain relationships characterized by unhappy suppliers and service providers. To ensure its long-term viability, GM realized that it had to make
substantial changes to the way it did business.
On the supply chain front, this realization was manifested in major initiatives to reengineer its procurement and fulfillment processes. A global sourcing initiative focused GM purchases on a limited number of tier-one suppliers that collaborated on the design, development, and scheduling of modules and components. GM also implemented an orderto-delivery initiative aimed at improving the effectiveness of the vehicle assembly and delivery system. Because it
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viewed sourcing, vehicle assembly, and global logistics strategy as core capabilities, GM decided to maintain responsibility for these activities within the organization.

Syncra Systems Executive Summary

GM did not believe, however, that analysis and management of supply chain flows should be a core focus of its operations. Further, it felt that internally maintaining this capability masked opportunities for achieving economies of scale.
These decisions resulted in the creation of Vector Supply Chain Management (Vector SCM), a joint venture between
CNF and GM, with CNF as the majority partner. Vector SCM's mission is to design, implement, and manage corporate-wide supply chains for components, work-in-process, and finished vehicles.

Syncra Systems is a case that goes back to the early days of CPFR. The issues it presents to
the analyst focus on the primary problems associated with introducing a new product, differentiating it from products that have a functional similarity, and most importantly, communicating the benefits of collaboration in a manner that justifies the behavioral changes
that it requires of supply/distribution channel members. The situation as presented introduces the additional complication of significant time pressure by making Syncra Systems a
start-up company that must quickly acquire market share so that it can withstand future
competition from more established competitors reacting to Syncra’s product offering with
their own competing CPFR products.

Vector meets the design objective by continually analyzing GM's supply chain flows using planning tools in conjunction with a comprehensive shipment history database. Analysts review the global flow of parts, components, and
vehicles to identify opportunities for synergy in shipment consolidation and lane balancing. Once those opportunities
are identified, Vector selects lead logistics providers (LLPs) to execute the plan. Vector then collects the volume and
performance data from the LLP in order to manage the relationship and update the comprehensive shipment history.
Although the Vector initiative is relatively new, it has produced some impressive results. For example, the initiative
has:
• Reduced order fulfillment leadtime by 50 percent.
• Increased on-time delivery of parts to assembly-line station to 99.9 percent.
• Increased damage-free outbound shipment of vehicles to 99.5 percent.
• Improved vehicle-delivery-date reliability to more than 85 percent.
• Reduced work-in-process inventory costs by 30 percent.
• Reduced logistics costs by 15 percent.
In effect, GM and CNF have created a joint supply chain venture to develop and execute sourcing and manufacturing
strategies that improve consolidation and achieve economies of scale. The results to date offer substantial evidence of
the benefits of integrated design, coordination, and management. Although GM is Vector's first customer, the plan is
to commercialize the service for other major accounts. With this business model, Vector has become one of the first
firms to commercialize an integrated supply chain.
© 2007, Reed Business Information, a division of Reed Elsevier Inc. All Rights Reserved.

The two personalities in the case, Jeff Stamen, CEO of Syncra Systems, and Gertrude
Indolare, CEO of Holliday Shops, are used to set the stage and present the case problem.
They are presented almost as caricatures by the case author, but generally, they do a good
job of presenting the problems involved. The primary issues involve:
1.) How to overcome a reluctance to adopt a new product when a significant recent
investment in new technology has generated mixed returns.
2.) How to overcome a reluctance to abandon established biases and behavioral patterns
through effective communication of the benefits of collaboration and protective
devices where data privacy is considered paramount.
3.) The development of an effective sales argument.
4.) How to do the above under significant time pressure.
One last hint on the case: Firing Jeff Stamen is not an acceptable solution; he is, after all,
Syncra’s CEO.
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