





lems. (See Figure 2 for an example of a community-
based approach for supply chain management.)

The only way to consistently balance real-time
demand and supply is to start with a central data
hub. As depicted in Figure 2, today’s community
supply chains require that all community members
share transactional data (such as forecasting from
customers, sales orders from customers, purchase
orders to suppliers, and inventory) in one common
place—a community data hub—that continuously
synchronizes demand and supply. Once the data is in
place, users can then deploy that data for cross-com-
munity business-process management activities,
enabled by a configurable software-as-a-service
(SaaS) solution that ensures all partners and cus-
tomers (irrespective of the systems they’re running)
are on the same platform.

Management by influence

When companies opt for outsourced manufacturing,
they give up direct control over the supplier and cus-
tomer community. That is, now that companies don’t
have their own ufactyino facilitjes they geed to
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minute customer requests, their ability to meet cus-
tomers’ needs is dependent on their ability to influ-
ence suppliers and community members.

As aresult, they must “manage by influence” if they
are to address the risks and rewards of product sourc-
ing. In order to make this approach work, companies
must choose their partners based not only on their
core competence but also on how effectively they can
be managed and influenced. Companies cannot
impose a one-size-fits-all approach to managing by
influence because each business relationship is differ-
ent. Getting the subtle nuances of these relationships
right sets the foundation for trusting, sustainable rela-
tionships that will improve product velocity and
reduce supply chain costs.

With the right partners, a brand-owning company
can establish community goals and provide incentives
for those partners to achieve community success. For
example, instead of creating individual key perform-

ance indicators (KPg# owners can set measures
for the entire comffunity an fi ce
tives for meeting tifgm.
Managing by infl 0 s g n
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the walls between marketing, desig
and manufacturing. When a company decides to out-
e _manyfacturing, these ions suddenly have

owning company handled the manufacturin® i
the company must adopt new business management
and risk management processes. These include: set-

[A FRAMEWORK FOR COMMUNITY SUPPLY CHAIN MANAGEMENT]

Effective community supply chain management
requires not only a collaborative technology platform
but also a new set of best practices that will help to
synchronize activity across all business partners. Our
recommendations:

= Manage by influence. Starting with supplier selec-
tion, focus on establishing trust and building sustain-
able relationships. Continue to build this trust
throughout all your communication with contract
manufacturers. Without this type of relationship it
will be difficult, if not impossible, to synchronize your
entire supply chain network.

= Agree on a system of risks and rewards. By
replacing individual goals and key performance indi-
cators (KPIs) with community goals and KPIs, you will
create a foundation for carrying out informed group
decisions and measuring supply chain performance.

= Conduct online negotiations. Instead of handling
quantity negotiations by e-mail and fax, use a single
online negotiation system that will allow you and your
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partners to see the historical impact of demand and
project its future impact on production and planning.

= Be flexible. Be proactive in anticipating, identify-
ing, and addressing supply/demand shifts so that
your supply chain remains flexible and agile. Don't
sacrifice flexibility in your outsourcing arrangements;
prepare your network to respond on short notice and
thereby create competitive advantage.

= Use a global software platform to enable timely,
fact-based decision making. Deploy a system that pro-
vides cross-community, real-time visibility into all
forms of inventory, forecasts, and plans. A community
supply chain management platform allows all trading
partners to analyze, provide decision support, and
manage execution.

= Schedule periodic intercompany planning. Involve
all partners in periodic planning sessions to ensure
that production capabilities will be able to respond
as needed as you continuously synchronize demand
and supply.

www.SupplyChainQuarterly.com
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ting community goals and key performance indicators
(KPIs); creating an environment of proactive sense-
and-respond to change; paying close attention to sup-
plier cost and business viability; and ensuring tech-
nology is user-friendly for the whole community and
that data is reliable, consolidated, and available to
decision makers. By establishing these new cross-
community processes, wherein marketing, design,
engineering, and manufacturing can collaborate more
than they have in the past, the supply chain commu-
nity will operate as one entity with multiple, harmo-
nious parts and shared rewards.

Multi-enterprise synchronization

While technology can’t on its own create lasting sup-
plier relationships, it is at the heart of synchronizing
Nty model, especially

processes listed in the sidebar, a global technology
platform that is accessible via the Internet and func-
s as a hub for ggulti-enterprise vigihility provides
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not have sufficient leverage with suppliers to meet the
unexpected spike in demand because the supply chain
information it needed was scattered among disparate
systems and spreadsheets. As a result, it was impossi-
ble to immediately gather the meaningful information
it needed to make an informed decision and quickly
adjust to a new demand scenario. If Hipster had a
global platform with a single data repository that
offered real-time visibility of all inventory, produc-
tion, and planning information, the company and its
partners would have had access to consistent, updat-
ed information. That visibility would have allowed
the Hipster supply chain community to make
informed decisions quickly enough to respond to—
and take advantage of—the demand spike.

Because Hipster doesn’t have the influence or
power to ensure that its contract manufacturers will
meet all of its demands, it needs a holistic view of sup-
ply and demand in order to determine where and
when to gain leverage with its partners, shifting pro-
duction and inventory in order to meet customer
demand. When Hipster is able to combine the cost
advantages of contract manufacturing with the busi-
ness practices and technology that enable a commu-
nity approach to supply chain management, it will
gain a competitive advantage against the likes of

Warbler.

www.SupplyChainQuarterly.com

Community-based decision making
As we have seen, strong partner relationships sup-
ported by a global technology platform will allow a
brand-owning company to be more agile and adapt-
able in responding to changes in the marketplace. In
the resulting supply chain community, suppliers and
customers become part of the brand-owning compa-
ny’s business network, sharing in the collective risks
and benefits and making timely and reliable decisions.

Central to this community-based approach to deci-
sion making is a move from one-to-one interactions,
with a supply chain “dictator” giving indisputable
directives, toward many-to-many, peer-to-peer rela-
tionships in which cost/benefit considerations are
weighed at both the individual and community levels.
This approach requires centralized, real-time, synchro-
nized information that is accessible to all (with proper
permissions, of course). For companies like Hipster, a
community approach to decision making enabled by
access to this type of information will improve their
ability to orchestrate supply chain stakeholders.

If the community remains focused on long-term part-
nerships and sustainable businesgsuccess, it may make
shog term but an
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order to fulfill the additional dem created by the
“orange” promotion. However, the community will
benefit in the long term from increased brand awareness
and from greater loyalty among customers and (by its
willingness to share the cost burden) among suppliers.

A community-based model for supply chain manage-
ment that includes both technology and complemen-
tary business processes will help companies like Hipster
benefit from long-term, influential relationships with
manufacturing partners. Such a model also provides
visibility into the entire business network, enabling
companies to leverage elastic supplier capacity, lead
times, and inventory for significantly improved supply
chain performance.

For many companies, outsourced manufacturing
seems like a can’t-miss option. But unless they have
stockpiles of cash and can use their leverage to influ-
ence suppliers, outsourcing alone won’t save them
money. Supply chains that rely on outsourced manu-
facturing demand a community approach, built on a
global technology platform, if they are to achieve
lower costs, increased product velocity, and better
customer service. A
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AMAR SINGH IS CEO OF AMITIVE, A PROVIDER OF COMMUNITY SUPPLY
CHAIN MANAGEMENT SOLUTIONS. HE CAN BE REACHED AT
AMAR.SINGH@AMITIVE.COM.
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