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A Proven Approach to Achieving Supply
Chain Excellence

ScottMadden’s Supply Chain Assessment Methodology
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Foundational Components of Supply Chain

The six major supply chain functions cover a broad range of areas which are typically performed by multiple
business units across an enterprise. Leading practice supply chains have evolved from a “functional silo approach”
in the 80s, to a more “integrated model” today, which leverages standardization and process collaboration/visibility
to align the appropriate skills with the degree of complexity for a particular purchase.
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Evolution of Supply Chain Maturity

Our understanding of the key performance levers in supply chain and the path companies typically take as they
mature gives us a clear lens in which to view supply chain efficiency and effectiveness.

Supply Chain Maturity Model
Alignment with Customers and the Business — Cost-Effectiveness —» Efficiency

Decentralized organization where the

business units own most process activities;
little standardization; rudimentary manual
processes with little systems support. Little
performance monitoring, tracking, and
reporting.

Customers generally are happy (they can do
whatever they wish); high cost, inefficient
operation, but costs are often not visible.

Copyright © 2019 by ScottMadden, Inc. All rights reserved.

Centralized organization with most supply
chain processes owned by supply chain
organization; considerable standardization;
mostly automated processes. Little
perfermance monitoring outside of budget
control.

Customer satisfaction is mixed. This is the
most difficult phase as process ownership is
transferred; costs begin decreasing.

Centralized organization with all key supply
chain processes owned by supply chain
organization; extensive standardization;
automated full-function processes.
Extensive performance monitoring and
reporting.

Customer satisfaction is high again.
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The Supply Chain Assessment Approach

The ScottMadden Supply Chain Assessment provides a complete view of supply chain performance, identifies the
highest impact opportunities, and enables executives to pursue a clear path to improve supply chain effectiveness

and efficiency.

Interviews/Site Visits

Performance Metric
Assessment

Customer
Satisfaction Survey

Leading Practice
Adoption Analysis
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Key Milestones and Deliverables

Compile findings/observations
into a current state assessment

> S

Deliverable 1

Current
State
Assessment

The Current State Assessment is a
“must-have.” Before any plans for
future state or other improvement
initiatives are developed, there
must be a common, fact-based
understanding of the current state.

Translate high-impact findings
into prioritized future state
improvement initiatives
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Deliverable 2

Future
State
Roadmap

The inputs to the right
combined with the Current
State Assessment make
the Future State Roadmap
a powerful tool that is
ready to implement.

Future State
and Gap Analysis

Business Case
and Improvement
Incentives

Improvement Plan
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Step 1:
Site Visits and Interviews

What We Do

B Site visits are a critical input in the supply chain
assessment, particularly for logistics and materials
management functional areas

* We visit as many sites/parts of the organization as
practical to evaluate operational practices and facility
cleanliness and organization

* Our experienced professionals record their
observations in notes and photographs, using their
knowledge and experience to focus on key areas

® Interviews of supply chain executives and other key
stakeholders probe organizational effectiveness

* We can quickly establish whether there is clear
alignment for supply chain’s mission and strategy

» Testimonials from stakeholders and supply chain
personnel provide valuable insights into how work is
done and prevailing perceptions of supply chain

Why We Do It

® Observations from site visits typically provide some of the
most insightful components of the current state
assessment

Improving the visibildy of work and sinvingfo complefe work in a timely
fazhion will reduce matenal inprocess and out-ofplace which fosters
discipline andreduces excepions and damages

B Confidential interviews often allow personnel to reveal
what they are hesitant to bring up internally

“‘Well, wve always have to expedite parts because
we're not allowed to participate in early stage
planning...”

Provides you with expertinsightinto operations and personnel.
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Step 2:

Performance Metric Assessment

What We Do

® Measuring performance is critical to improving
performance; so is knowing what top performers are

achieving

* We work with your organization to obtain data across

a variety of key performance indicators

* If data does not exist, we will help obtain
measurements

® Each metric is presented on a graph that shows

additional key data

* We tailor the peer panel to reflect your industry and
other applicable factors, while maintaining statistical

integrity

« Key comparators such as industry mean, top quartile,

etc. are included

Why We Do It

performance level across the industry

® Provides performance insights as well as showing the

® Grounds performance awareness in reality; many clients

are surprised to find that performance they found
acceptable was factually below industry standards

Metric Comparison — Fossil

Inventory Value per FTE and Square Foot

$5,000,000

$4,500,000

$4,000000 |

$ Value of Total Inventory per FTE

Performance Metric Comparison - Fossil Generation

Staffing

Total Warehouse Staff (in Full Time
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Demonstrateswhereyou stand in relation to industry-proven key performance indicators.
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Step 3:
Customer Satisfaction Survey

What We Do Why We Do It

® Many supply chain organizations only receive feedback ® As a business partner, supply chain should be responsive
when customers are unhappy; our approach provides a to customer needs, this shows whether customers
more balanced view perceive they are being met
* We conduct our survey using web-based technology ® Customer opinions can point the way toward
* Each survey assesses customer satisfaction across opportunities for high-value improvement
the following key categories:
_ Alignment an d Value Supply Chain Customer Survey Detail

o Materials Management Customer Survey — Example
— Availability

Overview

H ®  Survey was distributed to 394 of materials it, and 187 r were received providina
— C o nve nl e nCe respondents work in generation services (40%), T&D Engil ing O (33%), Plant O i (16%"
(11%), and Renewable Resources (1%)
. ®  Survey respondents were managers (15%), supervisors for foremen (58%), and individual contri*
—_— S e rvl Ce " Responses to survey questions were scored on a 1 to 5 scale and questions were structi-
- Response averages above 3.0 indicate the respondents are generally sati=* \e
G | . + Response averages below 3.0 indicate the respondents are general®. ‘(\Q
— General perceptions Survey Highlights +°
. . . ®=  Qverall satisfaction score for the survey of 3.27 indicates re~ q e 6 , satisfied with the services of materials
management; the highest score that could have been = -  there is still room for improvement
We nOt 0 nly p rovi d € sum mary res UItS alo ng Wi th our = Overall, customers feel materials management < “a\.\ , and goes the extra mile to make requested material available
H N as quickly as possible; customers also indi~ - stock inventory is convenient and easy to use
expert commentary and findings, we also supply the raw ik W
R Improvement Opportunities Ide: \\ Average Scores by Survey Category
data for you to preserve for future use/comparison Mateial aalbity recg

satisfaction score:
BIT index
ial availability
ed several times in the
Egarding increased lead fimes
tocking items and the impact this

Average Response

XXX was referenced nine separate times
regarding poor service levels when compared to
previous vendors

Avelanity O

nvenience Deparimentsl Algnmert&  Service
Safisfacton  Value

*Two questions make up the “Overall Satisfaction’ survey category

. scottmadden
. ety St . Al s rtmadden

Provides insightinto how customers perceivethevalue added by supply chain,
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Step 4:
Leading Practice Adoption (LPA) Analysis

What We Do Why We Do It
® Top-performing organizations are frequently found to ® The resulting comparison (reference example below)
have adopted industry-leading practices resulting in provides a clear picture of the client’s performance in
enhanced performance and profitability each functional category against a range of company
+ Our proprietary database of more than 500 leading scores from similar companies in our database
practices is updated regularly to reflect the latest ® Qur leading practices assist in identifying high-priority
advances, allowing us to make a comprehensive improvement opportunities
ggmpgﬂisec;n of client practices to those of leading ® Qur approach builds consensus regarding the current
P state situation and existing practice gaps and serves as
® We work collaboratively with a selection of client team an objective barometer from which to view future
members in focus group sessions to score each practice progress

» Adoption of each leading practice is assessed on
breadth and depth to determine the usage of the
practice as well as how deeply itis ingrained

Function .
Demand Planning \& & |
1»0“\9
Inventory Management <@ A | Q |
W)
(o
Warehouse Management \\\)6\'
|:| |:| = Range of companyscores ‘ = Companyscore | = Median score

Not only measures whatyou’ve adopted butshows valuable industry leading practices.
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Deliverable 1:
Current State Assessment

All four previous components are inputs into the current state assessment

® We use our insight and experience to analyze to derive the most significant improvement opportunities for supply chain
® They are derived from site visits and interviews, prior performance metric benchmarking, the results of the supply chain

customer survey, and the LPA

B Details of the assessment are prioritized and implications to the organization are plainly articulated

Executive Summary

Key Findings Introduction

Executive Summary

Key Findings

The process to plan, and project work provii a for

with i and

®  Each stage of the process is described below along with a list of ideal characteristics

Scheduling aml Fulﬁllment and

+ Accurate prediction of + Appropriate resource + Disciplined or- ‘¢ performed as
needs assignment (staff, » Low WIP cneduled

+ Stable scope equipment, materials) eycle + Unused materials

« Standards-based work « Work scheduled at the . \a Lat quickly returned
packages right time “\Q « Appropriate and timely

« Data integrity and = Stable schedule a replenishment of
strong analytics = Rigorous, fact " . operations that inventory

inventory » .we for continuous + Planning assumptions

appre irnprovement updated
‘\q invested time and resources
&\\\@sa‘ <

®  Payback on an inv
influence out~

i resources is higher earlier in the process because there is a more significant opportunity to

Ability to Change
influence mmml
outcomes

Time
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The i below rep ‘the most signi i opportunities for materials management. They are
derived from site visits and interviews, the LPA Assessmenr, prior performance metric benchmarking. and the
results of the supply chain customer survey.

Work planning process does not result in Inventory management is manual and not Warshouse - manual
stable scope or schedule untl T-6 or later. focused on the right activities to achieve and or*’

desired senvice levels and miligate excessive
Implication: Product that is not nesded is growth

408 management

received while other parfs must be expedited. .« resources and cannot be

Lack of confidence in plans also fuels Implication: Too little inventory lowers \a simized. Space constraints can
inconsistent material fulfillment practices Jevels; ioo much inventory fies i~ Q " Linto operational difficulties
\ unnecessary working capit=" -
| impact on safely orre’ 0 L
a\\ Full' Ilment and
m) S
Supply Chain i~ Liners or its suppliers Workflows are not intuiive or visible, work in process levels and
on service-expe < the best value for the

cycle fimes are high, and operalions are focused on managing
Company queues rather than eliminaling them

Implication: Supply urain efforts to meet perceived customer
s can result in resources spent on low value
acfivities. Supply chain cannot consistently meet customer

Implication: Work and producfivity are difficul io frack and
measure; accountability cannot be assigned; work is nof completed
FIFQ. Individual work items must be expedifed since the standard

or get the best From suppliers if process takes solong. The chances of damage, loss, or other
s are not clear. Supply chain act primarily as & quality problems are increased
fransactionsl order processor
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Presents the analyzedinputs and provides fact-based conclusions.
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Deliverable 2:

Future State Roadmap

Clients find the greatest value in ScottMadden’s

specific, actionable plans for improvement that provide
a clear path forward to implementation success

B \We prioritize the plan specific to each client’s needs to
address the gaps that represent the highest value

opportunities
® Plans include:

+ Key activities and implementation considerations

* An assessment of

— Impact on the business

— Level of control by supply chain

— Ease of implementation
* List of deliverables and key steps

Recommendations

Roadmap: Recommendation One (Cont’d)

Deliverables

3 \
trix to rank solution altematives (pending £
H

ation and change management plan Q\e
Al

Guseing Gom

Recommendations

Koy Steps and Timing

Roadmap: Recommendation One

émmw»hnb_&uﬁ.-‘

LOW MEDIUM HIGH

Inventory Optimization: Define business requirements for an inventory optimization system, evaluate avallable technical solutions, and
develop a go-forward strategy

EASY MEDIUM DIFFICULT

scottmadden

Gives youthe real stepsto achieveimprovement.
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Case Study
Supply Chain Assessment

CHALLENGE

ScottMadden assisted a regulated generation, transmission, and
distribution utility with an assessment of its supply chain organization
against leading practices and industry benchmarks.

PROCESS

B Conducted interviews, site visits, and focus group sessions to assess

supply chain activities against leading practices

B Performed performance metric assessment against industry
benchmarks

® Synthesized findings from leading practice and performance metric

assessment to gain clear understanding of the current state

® Reviewed current state findings and key performance improvement

opportunities with supply chain leadership and COO

® Developed recommendations with key steps to achieving
improvement initiatives

B Presented recommendations to supply chain leadership, COO, and

CEO
RESULTS

® Provided company leadership with detailed understanding of current

state supply chain operations and insight into key challenges,
inefficiencies, and successes

B |dentified an estimated $1.2 million in recurring annual savings that

can be achieved through effective spend category management
B Established a comprehensive road map, including detailed

implementation steps and key dependencies, to guide supply chain

through successful implementation of recommendations

10
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Case Study
Materials Management Leading Practice Assessment

CHALLENGE

The company requested that ScottMadden conduct an assessment
of the their current materials management practices and identify
opportunities for further improvement.

PROCESS

® Used ScottMadden’s database of more than 300 leading practices in

R

the area of materials management to compare the company’s current
practices to supply chain leading practices

Summarized the results into leading practice adoption scores for each
of the following areas: inventory management, warehouse
management, and transportation management

Sorted and prioritized individual practices to focus on those with the
greatest gap between current and potential use, as well as the
greatest potential for positively impacting future operations

Conducted a survey of user satisfaction with the services provided by
the materials management team

Conducted a deep dive analysis in the following areas: automated
data capture, inventory optimization, service level agreements, and
outsourcing

ESULTS

ScottMadden prepared a series of reports summarizing the team’s
findings and observations with respect to leading practice adoption,
customer satisfaction, and current performance

These reports were reviewed with the respective business unit teams
and supply chain management team

ScottMadden’s recommendations for leading practice adoption were
subsequently incorporated into the client’s budget and improvement
program for the following calendar year

11
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Contact Us
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Trey Robinson
Partner

E: treyrobinson@scottmadden.com
O: 919-781-4191 | M: 919-522-1740

Trey Robinson is a business strategist
and shared senices leader, specializing
in financial advisory and multi-function
shared senices design,
implementation, and improvement. With
18 years of consulting experience, Trey
brings extensive knowledge in creating
and implementing shared senices
strategies, leading major corporate
initiatives, and improving profitability for
client companies. He has interacted
with corporate directors and officers of
domestic and global companies
cowering a broad range of
telecommunications, energy, aerospace
and defense, retail, business senices,
software, and manufacturing industries.
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John Francis
Director

E: jfrancis@scottmadden.com
O: 404-814-0020 | M: 404-695-3771

John Francis is the co-lead of
ScottMadden’s supply chain community
of practice. He specializes in supply
chain management, benchmarking,
assessments, future state road maps,
sourcing strategy, senice delivery, and
shared senices design. He has deep
experience in industrial distribution,
energy and utilities, retail, food and
beverage, and distribution of petroleum
products.
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