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HOT TOPICS SUMMARIES

KEY ISSUES BY MEMBERS SEGMENT

FOOD

Replenishment

· No touch

· Master integration of all info/systems

Evolution of the industry to service providers

· ID needed capabilities

· How to finance capability development

· More about “value” than cost

· Grow shareholder value

· Address margin erosion issues

· Services

· Raw material issues (corn)

· Value added ideas – product and process

Product and Materials Flow

· Sustainability

· Transfer of product

· Transportation/distribution

· Turnkey

· Materials flow

· MRP system integration

· Speed to market

HBA + Contract Manufacturers

Capital Spending Research & White Paper Development

· Long term volume commitments

· Stranded asset responsibility

· Sufficient margin to reinvest in business

· Capital recovery 

· Development of models that define capital treatment

Guidelines for Make or Buy Decisions

· Fair comparisons of internal costs vs. CM price

Comprehensive evaluation of all CM incremental requirements

CUSTOMERS

Consumer Driven Supply Chain

· Improving planning capability/capacity analytics

· IT integration/data sync/no touch data

· Supplier performance reliability (perfect order)

· Shorter/flexible lead time

· CSOP

Green Operations

· Cleaning and sanitizing processes

Globalization/low cost country sourcing

Corporate Sustainability Standardization Models

· Environmental obligations

· Corporate responsibility

· Fair trade

· Illegal immigration

CONTRACT MANUFACTURERS

Investigate Collaborative Frameworks for Operations and Communications

· Mission Statement: Develop New Business Models that drive a collaborative value proposition for the future and ensure the health of the CM Industry thereby enabling Marketers to thrive at their core competency.

Defined Proactive Rules of Engagement and Communications Process

· Honest communication regarding capability and capacity

· Thoroughly define and improve RFQ Expectations

· Assessment agreement of expectation of clarity

· Total supply chain management end to end

· Identify capability gaps

· Measurement standards (CSOP)

· Capital expenditures related to project

· Standardization of Reporting (CMSOP Group)

· CM Reliability Improvement

· Value Proposition for each Business Model

· Overflow

· Innovation

· Retail Repetitive

Strategic Alignment of Retail Trade Expectations on Branded Marketers

SECONDARY PACKAGERS

Merchandising LifeCycle Concept to Store

RFP Churn

· Resource Drain

· Lack of continuity

· Short term focus/gains/incentive

· High customer turnover

· Cost savings – may be cost avoidance

· Transactionally focused

· Restructure process to reflect running the business

CSOP – WIP Delivery/Product Flow

· Significant cost savings

· Sustainability

· No visibility

· Relationships – high customer turnover

· Little collaboration

Collaboration Opportunities

· Internal within customers

· Fully consider all the s/c implications

· Silo’d

· ID innovations opportunities (IT, automation, etc)

· Also external to fully consider value added possibilities

· Sustainability

· Internal incentives counter-productive

· Speed to market

· Cost saving/better resource utilization.

Foundation Building: Creating a Strong and Sustainable Organization 

Meeting Objectives
· Speakers to provide functional insights and challenge our thinking

· Gain alignment behind F4SS strategic direction

· Agree on next steps QAI and CS&OP teams

· Prioritize next set of initiatives

Established Dues Structure:

< $500 Million

$7,500


$500 M - $1Billion
  9,000


$1-5 Billion


10,500


> $5 Billion


12,000

3 Key points:

1. You are the key to the organization

2. We need to recruit

3. We will get out what we put in.

Key Priorities:

· Long Term Industry Sustainability

· Food, HBA, Secondary Packagers, CM

· RFQ Process

· HBA, Secondary Packagers, CM 

· LT CDSN (Value Driven Strategically Integrated Supply Network) Vision

· Food, HBA, Secondary Packagers, CM

· Will postpone, becomes phase 2?

· Well we need to have a vision, a road map…

· How can you define things and find out what’s going to work if you don’t’ know where you want to go?

· I don’ think that’s a huge task.  I think we could do that as a predecessor to Sustainability.

· VDSISN and Sustainability are together where customers would be first to define the vision.  After that’s complete, suppliers can close the gaps.  And then we can make a plan together.

· Data Integration

· Food, HBA, Secondary Packagers, CM

Final Decisions

A. New Initiative Team

     1) Customers- Define LT VDSISN Vision

a. P&G leads

      2) Suppliers – Gap Analysis

b. LEK leads

1.Discuss later

3) Joint Effort – Create a Plan.

B. CSOP

· Define CDSN

· Link material flow w/ retail

· Define metrics and key conditions

· Promotional/secondary

Meeting Key Take-Aways 

· Priorities of the research team

· Collaboration & Trust

· How innovation is viewed (processes as well as product)

· What happens in 5 years (with employees)

· What do customers and want (and will want)

· Common opportunities b/t industries

· Common desire to help across boundaries

· Value the openness and honesty

· The holistic view of the group as a whole

· Partnerships (with Universities) and the opportunities

· General insights into doing business

· Looking at other industries to see what they have done (instead of re-inventing the wheel)

· Key issues being attacked

· Input from all expertise

· Fundamental shift in cost and strategy

· Cowpie can be made to look like pastry, but still cow-pie

· Come along way from California, made sizable progress

· Through differences a lot of commonalities

· Terrific mix of participants/speakers

· Value driven strategically coupled supply network

· How CM can play greater role

· Provide transparency upstream (and how we can do it better)

· Metrics can help change effort (and standardize)

· Leverage CM industry

· Appreciate welcoming environment, allowed to understand industry better

· Desire to improve relationships

· Enthusiasm and effort to collaborate (very positive)

· Research topic possibilities

· Organization can provide benefit to members 

· Challenge to each other to make industry better

· Future of the SC resides in innovation

· Need to think outside the box when we work to solve problems

· Excitement about group’s ability to redefine collaboration (what is really competitive advantage)

· Maturation of organization over short period of time, sincere desire to optimize product/process

· Applaud creation of association and commitment to work together

· Universities have other resources-Packaging, Medical, Retail Management, etc.

· Please ask; we would be happy to help take your enthusiasm and share it. Get others on-board. (especially in Food to round out the organization)

Next Meeting:

F4SS Meeting Next Steps

· Timing – February/March, 2008, (26, 27, 28 of February – 1st choice, President’s day week (19, 20, 21) –2nd choice)

· One day for Initiative Team Report Outs

· One day for Research Results, industry trends/insights…

Supply Chain 2010 – Prof. Steve Melnyk, MSU

SCM 2010: Charting the Future of Strategic Supply Chain Management

Definitions:      “Cost savings is correcting a mistake I’ve made in the past.  Cost avoidance is making sure I don’t make that mistake again.” 

The new supply chain is value-driven (not cost-driven).  What is value?  One reason companies are not value-driven is because they cannot identify value.  Everyone has different values.

· Example: Delta faucet supplies to (do-it your-selfers, plumbers, distributors, big boxes- Home Depot).  Can you make 1 system to satisfy all four?  No.  You need to understand customer value. 

Why companies can’t make transition?  6 gaps:

· Strategic visibility and alignment

· Strategic supply chain investment and improvements

· SC is long term investment, not short term

· Must convince management of the concept of capabilities

· Capabilities are practices that have been enhanced (reliant on feedback)

· Top management focuses on growth.

· Global (supply, marketing)

· Information and SC visibility.

· Information visibility – data integrity, system incompatibility, system tends to be reactive, not proactive

· “Cradle-to-Cradle” management

· Outputs become inputs

· China – growth.  In 5 years, China will be consuming everything they currently export.  

· Talent Management and Leadership

· Resolving Supply network paradoxes

· We want innovation, but encourage standardization.  Etc.

· Leadership and Talent management

· Supply chain models including optimization, risk and cost

· Total supply network optimization

· SC governance

· Visibility in the supply chain

· Risk management, planning, strategy

· Responding to supply disruptions

· Process orientation

· Supply network measures are inadequate

· Product innovation using SC

· Business process integration

· Relationship and trust, Collaboration

· SC architecture, structure

· Layered and dynamic SCs

· Physical location of SC

The Retail Perspective – Colleen Wickering, Meijer

Agenda

· Supply and Demand of a Retailer 

· Industry Trends

· SC Principles and Strategies

Store Sales ( Demand: develop category strategy, create financial plan, define product assort, negotiate w/vendors, create space plan & set POGs ( Execute ( Supply: build inventory plan, create product flow plan, place and distribute orders, stock product, manage inventory flow to sales ( Store Sales

Vendor Interactions

· Bringing the right products to market

· Eliminating products that don’t contribute to the category.  Not necessarily the low sellers but maybe the products with several duplicates (too much choice).

· Space Allocation - Shelf-ready packaging

· Goals: 1) reduce store stocking costs, 2) minimize waste

· Product Flow Methods

· Reduce lead times (best vendors 24 hours, worst vendors 5-6 days)

· Full trucks are not equal to Effective SCs.  It has nothing to do with demand, and everything to do with prioritizing orders.

· Process Excellence 

· Fill rate, on time, perfect order, POS data, forecasting data, and incorporating it

· Industry Trends

· Optimized assortments

· Focus on in stock

· Aligning supply to demand

· Decision making driven more by facts than gut

· Reduction of non value added - Reducing shrink and clearance

· Viewing SC from end to end - What if we operated as one company?

· SC Principles and Strategies

· Consumer driven - Predict what demand signal will do

· Collaboration - Many forms: formal/specific business plans, less formal

· Viewing inventory as capital asset

· Flexibility - Of product models: right good to the right store at right time

· Optimization /Process Excellence - Cost of overall SC

· Innovation - The way we get product to stores, the speed.

Tomorrow’s supply system will be:

· Consumer driven - Deploy inventory to store just in time, increase speed and utilization of inventory, improve effectiveness while reducing cost.

· Planned in collaboration with vendor

· Driven by process excellence

· Visible by all players

· Provide a competitive advantage

Manufacturing Impacts on Retailers

· Reliability and high performance reduce store level out of stocks

· Cost to serve models

· Assortment proliferation

· Use of data to improve manufacturing forecasts

· Flexibility
Customer-Supplier Operations Planning Initiative Team Report (CSOP) – Team Leaders: Dave Hempson, Marietta; Al Dignon, Consultant

CSOP Overview: We will utilize Lean Management approach.  Lean Management- utilizes simplicity, speed, flexibility, visibility, and accountability to manage process via application of a continuous improvement philosophy focused on elimination of operational/organizational waste

Change thought process from tactical to strategic.  See dramatic improvements in reliability.

Sin function example: When there’s a problem you see increased participation with everyone working together.  As time passes the additional help/focus disappears.

Key Elements of a CS&OP Planning Process

· organizational discipline required to maintain process

· Stable process for demand signals from customer

· Compounding, filling, staffing capacity analysis

· System of aggregation of multiple sources of demand

· Performance metrics to generate continuous improvement

· Continuous open communication

 Planning Terminology and Lead time Thresholds

· Created standard terminology

· example: Firm Zone: a rolling production schedule that is used to purchase materials within material lead time and develop a finite factory floor schedule.

Review Agendas & KPI’s

· Forecast Review  (Monthly) Agenda– set of reviews for a period of time agreed upon

Key Metrics – Monthly Forecast Review

· Capacity/Demand Ratio

· Total Capacity/Utilized Capacity for key systems > 1.3

· Capacity Model

· 12 month rolling capacity/demand ratio

· Discussion of items < 1.3 by exception

· Forecast Accuracy

· Product line actual shipments/planned shipments expected at beginning for firm zones.

If we’re in high prod/innovation environment, what you want to avoid is one size fits all

Scorecard used on each monthly meeting to trend how we are performing.

Net reason to improve - reliability.  How is that measured?  Fewer dollars spent rectifying issues, capacity optimization, and fewer failures?  If demand is met reliably, the product wanted will be on the shelf.

This particular initiative is under control of those in this room,

Collaboration: When, Why, and How – Dr. Judith M. Whipple, MSU

Collaboration is required to evolve from transactional business to strategic business

Transactional vs. Collaborative Relationships

· Sometimes collaborative also have contracts, but collaboration represents a long-term agreement.

· Transactional- contract very important because agreement may only be for a year.

Not as much information sharing and not as much dedicated investments have a negative impact on performance.

In collaborative relationships you see more cooperation, and you’re focused on joint performance.  Transactional is more of a traditional buyer/seller agreement.

Your incentive has a dramatic impact on relationship.  If you’re more focused on cost, there’s not much of a relationship there.

•Collaborative relationship offers more value than transactional relationships

•Collaborative relationships provide higher levels of performance and satisfaction than transactional relationships

•Collaboration offers the potential for creating a sustainable value chain

•It’s not always going to be easy, but it pays to be a collaborator

•Step ZERO – internal buy-in is often overlooked and underestimated

•Early and consistent wins provide momentum for larger, more important wins

•TRUST

Please refer to the presentation, available on the F4SS website, for the research detail which includes predictors of performance and satisfaction, for customers and suppliers as well as the F4SS research participants.
Organizational Structure, Roles and Responsibilities – Sean Monahan, ATKearney

While many companies share a consistent approach to contract manufacturing in terms of motivations, supplier selection and supplier management, it’s important to consider key factors in designing the organization:

· Business objectives and overall structure

· Pace of growth an innovation

· Organization business unit and global structures

· Scale of contract manufacturing relative to internal operations

· Characteristics of the supply base

· Global, regional, local

· Technology capabilities

· Product/technology characteristics

· Complexity/strategic importance

· Product lifecycle stage

· Capabilities of contracting partners

· Sophistication of planning and technical capabilities

· Flexibility to changes

Other key comments provided during presentation:

· When principles are established first, the objective becomes clearer

· You need a very clear manufacturing strategy.
· If it’s pure make/buy decision, you should always make the decision based on variable costs.  

· More and more companies are making these decisions on behalf of product management.

· As a contract manufacturer you need to understand how that customer expects you to perform. And the dynamics of the relationship for many customers with different procedures, processes, navigations.  

· You need to be clear regarding saving costs vs. avoiding costs

Sean provided a wealth of information to members via his presentation which is available on the website.

Brain Drain & the Digital Divide – Helen Eckmann

· We need both qualitative and quantitative studies to effectively understand the business and sometimes in SCM we forget that.

· The best decisions occur when you take both the task (quantitative) and the relationship (qualitative) into account.

· Having the best plan in the world does not always result in success

A few facts:

· Generations: Younger workers will no longer have the older workers who have much more experience available as a resource

· Technology: Younger workers “speak” technology.  Older workers know it, but don’t speak it.

· S&D: There’s 1/3 fewer 20-30year olds than there were ~30 years ago.

Here’s how to bridge the gap and transfer the knowledge that will be key to your long-term success.  Those who transferred information effectively:

· Believed in “collective wisdom” rather than Great Man Theory

· Sincerely wanted to help the younger worker succeed 

· Forgave “stupid” questions

· Were as good at listening as they were at talking

· Did not care to get the credit themselves

· Were willing to work at younger worker’s time schedule

· Had always been considered a “team player”

· Waited for the younger worker to ask

· Taught the decision-making process, not just the task

· Offered systems thinking models – to “see the whole picture” – not just the parts

· Demonstrated the long term and ethical view

· Were willing to show their own mistakes

· Looked for opportunities for dialogue

· Looked for ways to collaborate with the younger worker in casual settings

Global Commerce Initiative (GCI) Presentation -
Jeffrey Harkness, Firmenich

GUSI – Global Upstream Supply Initiative
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Use of industry best practice - supported by GS1 System standards
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Lower costs and increased ease of adoption through more standardization 
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Shared experiences (community)
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Scaling usage across your business (vertical)
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Scaling with more trading partners (horizontal)
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Business models defined
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Standard messages available
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Implementation Guide published
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Companies actively implementing
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350 global implementations by end 2007
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Business Case published …ready to use!
Please refer to the CD passed out at the meeting for more information.

Quality Assurance Initiative Team Report  (QAI)


Team Leaders: Jack Horvath, P&G; Pierre Pirard, J&J

Formed 3 core teams focused on:

Standardization (HBA)


Formation of a ‘Community of Practice’

  
Assessed effectiveness of GMA/SAFE (Audit for Food Safety)

Core Team Details:

Standardization (HBA core elements only)

Standardization of cGMP audits 

Standardization of Requirements for microbiological controls

Standardization of requirements for NCR and CAPA management

Establishment of a Community of Practice group

GMA/SAFE (Supplier Audit for Food Excellence)

Meets intent of 1 audit/1 supplier by 3rd party auditor

Current hurdles: 

Adherence by customer base (broad use for raw materials, minimal for CMs/SPs)

Complexity of execution (Extremely detailed, 3 days, costly for suppliers)

Qualitative vs. Quantitative

ISO:  very general in nature, focused on documentation system

Internal: need to align Senior QA Executives at branded companies

Results:

HBA (and possibly Food)
Alignment discussion with Global VP’s of QA targeted for September:
P&G

Unilever

J&J

Following this meeting, formalize work plan & resources

Food
Participate in the Harmonization Initiative to establish global

standards in the Food Industry.

Community of Practice

To be continued following the alignment discussion (#1 above)
Building a common audit framework across the supply chain
    

Mark Overland, Cargill

Current audits are: 
•Confusing

•Redundant 

•Too Frequent

•Lack validation 

•Pull valuable focus away from food safety & innovation
We must now work together:
•Define audit criteria and expectations

•Establish common ground

•Validate what needs to be verified and how
 •Build a framework across the supply chain

• Set expectations of 3rd party audits & auditors 

•Focus efforts to protect consumers

There are 68 total audit criteria's, arranged into 3 groups: 
•Food Safety

•Regulatory Compliance

•Quality Mgmt 

The audit is mostly the same
•None contained 100%

•Main differences are country specific, not substantive

Multiple branded audits at plants
•Lacks transparency and clarity

•Lacks validation 

•Pulls resources away from protecting consumers

Estimate $6.5B can be saved by eliminating redundant audits

•Benefit
–A public domain common framework will promote Transparency to requirements while allowing competition and innovation in the auditing industry on the basis of effectiveness, efficiency and service while ensuring a global minimum standard is met.

–This common framework will allow an audit company to build a globally acceptable audit to meet the needs of their customers
Enhancing Supply Chain Security  

Professor Judy Whipple; Professor Keith Helferich

Perceived Performance Results for Manufacturers/Wholesalers

· The positive results are

· Increased detection within firm and across supply chain

· Increased firm and supply chain resilience

· Decreased personal injury

· However, there has been an increase in firm and supply chain operating cost

Measures which Impact Detection/Recovery for High Strategic Priority Firms

· Internal

· Timely information to respond

· Prevention information in employee training

· Recovery information in employee training

· External 

· Processes in place to recover from an incident in our supply chain

· Our supply chain partners’ information systems are secure
Conclusions:

· Food supply chain firms are increasingly interested in protecting their supply chains to protect their customers and brand names.

· Firms must develop a broad range of competencies to achieve supply chain protection.

· Firms have seen performance improvements in detection and resiliency.

· In general, firms embarking on supply chain security initiatives will, at least initially, increase firm and supply chain operating cost.  

· Better performance is linked to extended supply chain security efforts throughout the supply chain.
Covisint: A Model for Security and Collaboration – Bob Paul

•Complete security solution to protect your data when sharing with partners

•Minimize risk & readily achieve compliance

•Certified to ensure data availability, security, integrity and maintainability

Security Services:

•Enables cross-company information sharing

•Functionality includes:

–Authentication services

–Federated SSO to remote services

–Workflow-based provisioning and access management

–Identity Synchronization

–Audit tools

–Reporting

–Logging

–Self-service password reset

–Help desk interface

Information can be accessed from any system anywhere in the world, provided you’ve got the credentials to do so.

Like cable TV, you plug in and there's a standard service you get as a per user/ per month which is in the dollars range.  So if you want to use “HBO service” for example exposing a program behind a firewall to other organizations, there's an additional cost.

Security – Federated identity and access management – individual signs on a system.  On that system, you’re given certain credentials to access programs, etc.  By using a messaging system, security is authenticated to other programs with just one single sign on.
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