
WHAT IS AN EFFECTIVE CHAIN OF SUPPLY

What's the difference between supply chain efficiency and effectiveness? Find out how businesses build supply chains
that are both efficient.

Share through Email advertisement Supply chain management is a frequently encountered phrase these days,
as managers strive to improve factory performance. They rather need to analyze their weaknesses and
strengths, for improving the demand chains in terms of measuring their overall performances. For example, for
our computer peripheral products, we commonly shoot for an off-the-shelf line-item fill rate in the three sigma
range. Unfortunately, week-to-week demand variability is often not the only problem. Generally, a site holds
too much inventory, and just as we see in Figure 6 , most of the actual results fall well above the theoretical
curve. For instance, it makes all partners in the value chain equally empowered, valued, given responsibility
and if necessary, supplemented in order of achieving the maximal degree of performance. Usually, some
degree of abstraction is necessary. Benchmarking with data on historical performance is important to validate
the results. Simply discussing new ways of measuring performance â€” and the reasons for setting different
performance targets â€” can lead to improvements in overall supply chain performance. In performance
measurement process no element should be singled out and also for non-existing and potential problems that
could eventuate, solutions should be planned in advance Gunasekaran, et al. With ever-shortening product life
cycles, our exposure to this final element of variability in the supply chain occurs more frequently. In a
warehouse, goods arrive in a truck or on a lift. Outsourcing is a common practice within highly complex
industries such as aerospace and automotive, but this is typically out of necessityâ€”â€”companies that make
cars may not make radios, tires or other components, and aircraft manufacturers may not make engines or
electronics. Figure 2 illustrates how the three sources of uncertainty in the system combine to affect deliveries
to customers. Localizing Generic Products The supply chain for the DeskJet family of low-cost printers has
five physically separate Hewlett-Packard facilities that contribute to the manufacture and distribution of the
printers; the same shop assembles printed circuit boards and completes printer assemblies see Figure 7. The
distributor would have to open a sealed box, change the cord and manual, and fill a new box. New product
introduction and the unanticipated popularity of some products has led to allocation of insufficient supplies.
The usual amount of inventory leads to higher than average fill rates simply because there were fewer
customers than usual. With factory-localized printers, there would be expensive rework at the distribution
centers too. This cycle repeats itself up and down the supply chain. Why are supply chains sometimes efficient
but not effective? We modeled the DeskJet supply chain to determine by how much switching to a generic
printer would reduce the inventory investment. You want to meet those standards? Efficiency measures the
ratio of work performed in a process and whether the process is using the best practices and making the most
of available resources. If you have any thoughts on supply chain optimization or this article please do share in
the comments below. We must look beyond our internal company requirements to how improvements in our
processes will impact external partners and customers. Mouzas, accentuated that having an equal level of
efficiency and effectiveness leads to supply chain optimization. More typically, 50 percent reductions are
possible. With windows of opportunity for new products growing ever smaller, the ability to design the supply
chain to protect against such unexpected circumstances is quite appealing. However, at the same time he
claims that this ideal situation in the business environment does not exist. Demand was anticipated to be quite
variable. Robinson works with the business development department to create messaging that attracts the right
decision makers, gaining inbound leads and increasing brand awareness all while shortening sales cycles, the
time it takes to gain sales appointments and set proper sales and execution expectations.


