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ASSESSMENT 13

1. Give short answers for the following questions:
I. What is the framework of supply chain performance measurement? 
A supply chain is a system of organizations, resources, activities, people, information and technology involved in moving a product from a supplier to a customer. Supply chain efficiency is the measure of getting the right product to the right place at the right time at the least cost. Most profitable companies and supply chains are those that deliver the performance demanded by their market. The companies are able to respond effectively to the opportunities offered by their markets. The company supposed to collect and track the performance measures that cover:
· Customer service;
· Internal efficiency;
· Demand flexibility;
· Products development. 
These measurements show the valuable information how well the company or the whole supply chain respond to their market. These information are very valuable and companies are strict to not share these information as they can be used against them by their competitors or by their customers or suppliers.
 
II. What is meant by internal efficiency of a supply chain? 
Internal efficiency refers to the ability of a company or a supply chain to operate in such a way to generate an appropriate level of profitability. To use company’s assets as profitably as possible. Assets include anything of tangible values (plants, equipment, inventory, and cash). Depends on the condition of a market (risky or mature) and volumes of business, the profit margins can be lower or higher. Mature market with little uncertainty can be based on lower margins but big volumes to compensate the final profit margin.
Internal efficiency metrics/measures:
· Inventory value (avoid excess inventory);
· Inventory turns (speed of sold or turned goods over the course of a year; higher the rate the better);
· Return on sales (how well the operation is being run; measured the gross profit generated on sales);
· Cash-to-Cash cycle time (time between the suppliers are paid by the company and time that customer pay the company for goods; shorter the cycle is the better).
 
III. What are the customer service metrics? And what do they measure? 
Customer service measures the ability of the supply chain to meet the expectations of its customers. In some markets the customers will pay for high level of product availability and quick delivery of small purchase quantities; in other markets customers will wait longer for products and will purchase in large quantities. Supply chain has to adapt and serve market’s expectations.
There are two sets of customer service metrics depending on whether the company/supply chain is in: 
· Build to stock (BTS) – common commodity products to serve large market right away and serve market by stocking the inventory (office supplies, cleaning supplies, building supplies etc.). Order fill rate and line item fill rate measures/percentages.
· Build to order (BTO) situation – customized product is ordered by a customer to meet unique/specific requirements but the longer response time will be accepted (airplanes, IT systems etc.). Quoted customer response time and on-time completion rate are measured. 

Metrics for BTS situations are:
· Complete order fill rate and order line item fill rate;
· On-time delivery rate;
· Value of total backorders and number of backorders;
· Frequency and duration of backorders;
· Line item return rate;
Metrics for BTO situations are: 
· Quoted customer response time and On-time;
· Completion rate;
· On-time delivery rate;
· Value of late orders and number of late orders;
· Frequency and duration of late orders;
· Number of warranty returns and repairs.

IV. What is the difference between build to order and build to stock products? 
Build to stock product (BTS) – common commodity products to serve large market right away and serve market by stocking the inventory (office supplies, cleaning supplies, building supplies etc.). Customer wants to be served immediately and the goods have to be always available. This can be expensive if customer requires a wide range and number of items. It is costly to keep such inventory so the companies are usually having backup plan to provide upgraded products instead of items not in stock. Order fill rate measures the percentage of total orders where all items on the order are filled immediately from stock; and line item fill rate is percentage of total line items on all orders that are filled immediately from stock.
Build to order products (BTO) – customized product is ordered by a customer to meet unique/specific requirements but the longer response time will be accepted (airplanes, IT systems etc.). It is important to track both the quoted customer response time and the on-time completion rate. It is easier for company to achieve a high on-time completion rate if it quotes longer customer service response times. The quoted response time needs to be aligned with the company’s value proposition and competitive strategy.
V. Explain the term ‘Data ware House’.
Data warehouse is central repository of data that is drawn from variety of operating systems and accounting systems in a company, based on daily operations and these data can be captured automatically/updates and connections between the software packages, creating the reports and graphic displays to monitor the operations. In addition to predefined reports and displays, the software allows people do ad-hoc queries of the data for detailed investigations if needed. The system should start on the smaller scale for people to get used to it and based on their experience to build up the additional features or complex data.
The most important is not the system but the people that can use these data and their ability and experience to use the system effectively and learn from these data to become more efficient at their jobs. These data or reporting system help people inside the company to become more efficient in preforming their supply chain management jobs and it can be foundation for collaboration with other companies in supply chain and can be shared electronically. 

2. Discuss in details the operations that sagest supply chain performance. 
A supply chain exists to support the market that it servers. To identify the performance that a supply chain should deliver, the company needs to evaluate the market being served. There are many things which help companies to measure performance, improve, deliver and stay in the market as long as possible.
Supply chain efficiency is the measure of getting the right product to the right place at the right time at the least cost. And this is done on measuring and improvements its capabilities of supply chains operations:
· Plan – numbers and percentage of orders, number of stock keeping units, production volumes, inventory costs;
· Source – number of suppliers, percentage of purchasing spending by distance and purchased material by geography; supplier delivery performance, payment period.
· Make – numbers of stock keeping units, upside production flexibility, manufacturing process by geographical location, capacity utilization; value added percentage, build to order percentage, build to stock percentage, percentage of manufacturing order changes due to internal issues and work in progress inventory;
· Deliver – number of orders by channel, number of line items and shipments by channel and percentage of line items returned; delivery lead times, percentage of invoices with billing errors, order entry methods.

Collecting and displaying performance data – traditional, periodic, accounting-oriented reports were used in the past, however now, in fast paced wold these are not good enough to keep up with new opportunities, new technologies, mass markets and niche markets, shorter product life cycles and changing distribution channels. Companies have to build a business intelligence (BI) system that presents data from four performance categories (customer service, internal efficiency, demand flexibility and product development) at three levels of details:
· Strategic (Level 1 data) – help top management decide what to do; use of strategic data to access market conditions and set business performance objectives. Data are summarized by major business units and there are also data from outside the company (market size, growth rates, demographics, economic indicators etc.).
· Tactical (Level 2 data) – help middle management decide how to do it; use tactical data to do planning and resource allocation to achieve the performance objectives set up by upper management. Data from branch office level consist of actual, planned and historical numbers and monitor source, make and delivery of operations.
· Operational (Level 3 data) – help people actually do it; line managers and their staff use operational data to solve problems and get things done. Department level of data used for improvements and get the things solved to meet the targets.

The Data warehouse is central repository of data that is drawn from variety of operating systems and accounting systems in a company, based on daily operations and these data can be captured automatically/updates and connections between the software packages, creating the reports and graphic displays to monitor the operations. In addition to predefined reports and displays, the software allows people do ad-hoc queries of the data for detailed investigations if needed. The system should start on the smaller scale for people to get used to it and based on their experience to build up the additional features or complex data. The most important is not the system but the people that can use these data and their ability and experience to use the system effectively and learn from these data to become more efficient at their jobs. These data or reporting system help people inside the company to become more efficient in preforming their supply chain management jobs and it can be foundation for collaboration with other companies in supply chain and can be shared electronically. 
Spotlighting the problems and finding opportunities – need to learn to use the data effectively to make decisions and act fast. The faster the company spot problems and fix them or see the opportunities and respond to them, the more profitable the company will be, and also the better chance the company has to survive over long term. As the companies have the performance targets set in customer service, internal efficiency, demand flexibility and product development, there is a need to manage operations and achieve the targets. This is done by monitoring performance data based on daily, weekly and monthly basis, and it is done by dashboards – one page display of key operating or financial measures that the person or department is responsible for achieving. If things not well and the performance is falling short the dashboard with at a glance data flags up the alert to manager or senior manager and the action will be taken.

Sharing data across the supply chain – as markets migrate from one quadrant to another and all the data have to be carefully monitored and compared to current market (growth, steady, mature), its real demands, and forecasts. That’s why the supply chain have to support it – companies need to see the demand information from their immediate customers and also from the end customers that the supply chain ultimately supports. These information need to be shared across the supply chain, presented with decisions on improvements/amendments as they make implication on supply chain. Companies should work together, share data and create efficient supply chains to stay in the market long term and be attracted by customers as demands are satisfied and delivered.  
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