
Erik Hofmann • Patrick Beck
Erik Fuger

The Supply Chain
Differentiation Guide

A Roadmap to Operational Excellence

QA Springer



Part I Conception of the Supply Chain Differentiation Guideline

1 Introduction 3
1.1 Why do We Need a Supply Chain Differentiation

Guideline? 3
1.2 Supply Chain Assessments: What is Currently Available? . . . 9

1.2.1 The Supply Chain Scan Approach 9
1.2.2 The Supply Chain Diagnostic Tool 10
1.2.3 Supply Chain and Operations Audits 12
1.2.4 What is Missing? 13

1.3 Principles and Advantages of the Supply Chain
Differentiation Approach 14

1.4 The Structure of the SCD Guide 16
1.5 Scalability of the Approach 22
1.6 The Morphological Box for Supply Chain Differentiation . . . 23
1.7 Exemplary Cases 26
1.8 Challenges of an Application of the Supply Chain-

Assessment and Differentiation Guideline 29
References 31

Part II Phase 1: Description of a TO-BE Supply Chain

2 SCD Guide Preparation 35
2.1 Internal Analysis: Company Strategy 35

2.1.1 Elaboration of Vision, Mission and General
Principle 35

2.1.2 Portfolio Analysis of Products and Product Groups
in the Supply Chain 35



Contents

2.1.3 Product Life Cycle Position 36
2.1.4 Description of Generic Strategy

in the Supply Chain 37
2.2 External Analysis: Company and Environment 38

2.2.1 Evaluation of the Environmental Factors 38
2.2.2 Industry Structure Analysis 38
2.2.3 Analysis of Strategic Groups in the Market 40
2.2.4 Examination of the Strongest Competitors 41
2.2.5 Core Competency Assessment 41

2.3 Summary of Strategic Internal and External Analysis 42
2.4 Application Example and Possible Output

of Company Strategy Analysis 43
References 45

CM1: Customer Segmentation and Supply Chain Strategy 47
3.1 Goals of Content Module 1 47
3.2 Customer Requirements and Segmentation 47

3.2.1 Customer Requirements Categorization Based
on a Hierarchical Structure 47

3.2.2 Customer Segmentation 50
3.2.3 Customer Segmentation Through Qualitative

Analysis 54
3.2.4 Customer Segmentation Through Quantitative

Analysis 56
3.2.5 Geography as a Descriptive Dimension 61

3.3 Assignment of Supply Chain Strategies to Customer
Segments 64
3.3.1 Customer Segment Characteristics

and Supply Chain Strategies 64
3.3.2 Customer Segment Requirements and Supply Chain

Strategies 67
3.3.3 Adjustment of Business Unit Strategy

and Supply Chain Strategies 68
3.3.4 Choosing the Right Supply Chain Strategy

for a Customer Segment 69
3.3.5 Customer Order Decoupling Point 71

3.4 Application Example of SCD Guide CM1
and Possible Output 74
3.4.1 Customer Segmentation 74
3.4.2 Strategic Supply Chain Orientation 76

References 78



Contents xi

4 CM2: Manufacturing Strategy and Supply Chain
Management 81
4.1 Goals of Content Module 2 81
4.2 Product Modularization 82

4.2.1 Principle of Product Modularization 82
4.2.2 The Process of Product Modularization 85

4.3 Modularization and Deciding the Value of the Real Net
Output Ratio 86
4.3.1 Process for the Outsourcing Decision 88
4.3.2 Outsourcing Procedure 88
4.3.3 The Execution of Outsourcing 91

4.4 Alternative to Modularization: The Formation
of Material Groups 92

4.5 Manufacturing Strategies 93
4.5.1 Make-to-Stock 94
4.5.2 Assemble-, Make- and Build-to-Order 95
4.5.3 Engineer-to-Order 96

4.6 Manufacturing Strategies and Supply Chain Strategies 96
4.7 Supply Chain Strategies and Customer Order

Decoupling Point 98
4.8 Application Example of SCD Guide CM2

and Possible Output 101
References 103

5 CM3: Supplier Segmentation and Supply Strategy 107
5.1 Goals of Content Module 3 107
5.2 Buyer-Supplier Relationships 107

5.2.1 General Classification of Suppliers 108
5.2.2 Distribution of Power in Buyer-Supplier

Relationships 109
5.2.3 Combination of Buyer-Supplier Relationship

Types with the Distribution of Power . . .' 110
5.3 Implications of Buyer-Supplier Relationships

on the Sourcing Procedure I l l
5.3.1 The Merging of Item Categorization

and Buyer-Supplier Relationship Types 113
5.3.2 Purchasing Portfolio Matrix 114
5.3.3 Integrated Supplier Relationship

Management Procedure 115
5.4 Supplier Management and Supply Chain Strategies 117
5.5 Alternative Approach to Managing Suppliers:

The ABC Analysis 119
5.6 Application Example of SCD Guide CM3

and Possible Output 121
References 122



xii Contents

6 CM4: Activity Allocation and Supply Chain Process
Definition 125
6.1 Goals of Content Module 4 125
6.2 Producing Internationally 126

6.2.1 Different Ways of Operating
in an International Context 127

6.2.2 Internationalization and Supply Chain Strategies . . . 128
6.2.3 Structuring the Network Design Decision 129
6.2.4 Allocation of Supply Chain Processes

to Respective Geographical Regions 131
6.3 Implications of Manufacturing Strategies for Supply

Chain Processes 132
6.3.1 The SCOR Framework 132
6.3.2 Aligning Supply Chain Processes

With Manufacturing Strategies 133
6.4 Supply Chain Processes in a Differentiated Supply Chain

Context—The case of Dell 135
6.5 Application Example of SCD Guide CM4

and Possible Output 137
References 140

7 CM5: Supply Chain Governance 141
7.1 Goals of Content Module 5 141
7.2 Supply Chain Governance Structure 141

7.2.1 Supply Chain Governance Typology 142
7.2.2 Relationship Management Framework 143
7.2.3 Customer Relationship Management 145
7.2.4 Supplier Relationship Management 146

7.3 Information Sharing in Supply Chains 147
7.3.1 Characteristics of Information Sharing

in the Supply Chain 148
7.3.2 Different Levels of Information Sharing 149
7.3.3 Supplier and Customer Relationship

and Information Sharing 149
7.3.4 Positive Effects of Information Sharing 150
7.3.5 Negative Effects of Information Sharing 151
7.3.6 Enabling Information Sharing via'IT Systems 152
7.3.7 Information Sharing in Practice 152

7.4 Application Example of SCD Guide CM5
and Possible Output 154

References 156



Contents xiii

8 CM6: Supporting Activities—Project Management
and Human Resources 159
8.1 Goals of Content Module 6 159
8.2 Supply Chain Project Management 159

8.2.1 The Project Management Maturity Model 160
8.2.2 Challenges of Supply Chain Management

Projects 163
8.2.3 Inter-Organizational Boards 163

8.3 Human Resources in Supply Chain Management 165
8.3.1 The Role of Human Resource Management

in Supply Chain Management 165
8.3.2 Human Resource Risks in Supply Chain

Management 166
8.3.3 Prevention of Human Resource Risk in Supply

Chain Management 167
8.3.4 Human Resource Planning in Supply Chain

Management 169
8.3.5 Human Resource Development and Training 170
8.3.6 Supply Chain Manager Development

and Training 171
8.3.7 Employee Competencies in Supply

Chain Management 172
8.4 Application Example of SCD Guide CM6

and Possible Output 175
References 176

Part III Phases 2 to 5: From the AS-IS Analysis
to the Selection and Implementation Preparation of Specific
Corrective Actions

9 Phase 2: Identification of AS-IS Supply Chain and Analysis 179
9.1 Goals of SCD-Phase 2 179
9.2 Content Module la: Analyzing the Customers 180

9.2.1 Customer Segmentation 180
9.2.2 Customer Characteristics and Customer

Requirements 183
9.2.3 Distribution Channels 185

9.3 Content Module lb: Analyzing the Supply Chain Strategy. . . 187
9.3.1 Fundamental Aspects of Strategic Supply

Chain Orientation 187
9.3.2 Determining the Supply Chain Strategy 188



Contents

9.4 Content Module 2: Analyzing the Manufacturing Strategy. . . 191
9.4.1 Fundamental Aspects of Manufacturing Strategy . . . 191
9.4.2 Product Modularization 193
9.4.3 Outsourcing 194
9.4.4 Determining the Manufacturing Strategy

and Decoupling Point 195
9.5 Content Module 3: Analyzing the Suppliers 198

9.5.1 Fundamental Aspects of Supplier Management 198
9.5.2 Categorization of Modules and the Classification

of Suppliers 200
9.6 Content Module 4: Analyzing Supply Chain Processes 202

9.6.1 Geographic Process Allocation 202
9.6.2 Configuration of Source, Make and Deliver

Processes 204
9.7 Content Module 5: Analyzing the Supply

Chain Governance 208
9.7.1 Relationship Management and Level of Information

Sharing: Customers 208
9.7.2 Relationship Management and Level of Information

Sharing: Supplier Side 211
9.8 Content Module 6: Analyzing the Supporting Activities

in the Supply Chain 211
9.8.1 Project Management Within the Supply

Chain Context 212
9.8.2 Human Resource Perspective 214

9.9 Approach for Key Performance Indicators Selection 215
9.10 Application Example of SCD-Guide SCD-Phase 2

and Possible Output 225
References 228

10 Phase 3: Supply Chain Gap Analysis in the SCD-Guide 231
10.1 Goals of SCD-Phase 3 231
10.2 CM1: Customer Segmentation and Supply Chain Strategy. . . 232

10.2.1 Customer Segmentation and Customer Requirements 232
10.2.2 Derivation of the Supply Chain Strategy 233

10.3 CM2: Modularization and Vertical Range of Manufacture. . . 233
10.3.1 Service Offerings Per Customer Segment 233
10.3.2 Specification of the Different Modules

Within a Product 236
10.3.3 Make-Or-Buy Decision Per Module

and the Vertical Range of Manufacture 236
10.4 CM3: Supplier Segmentation and Supply Strategy 236
10.5 CM4: Allocation of Supply Chain Activities 238



Contents

10.6 Functional Supply Chain Processes 238
10.6.1 Plan Process 238
10.6.2 Deliver Process 239
10.6.3 Make Process 239
10.6.4 Source Process 239
10.6.5 Return Process 240

10.7 CM5: Supply Chain Governance 240
10.7.1 Customer Relationship Management

and Information Sharing 240
10.7.2 Supplier Relationship Management

and Information Sharing 242
10.8 CM6: Supply Chain Project Management

and Human Resources Perspective 243
10.8.1 Supply Chain Project Management 243
10.8.2 Supply Chain Process Management: Human

Resources Perspective 244
10.9 Collection of Corrective Actions 245

10.9.1 Corrective Actions: Plan Process 245
10.9.2 Corrective Actions: Source and Make Processes. . . . 245
10.9.3 Corrective Actions: Deliver Processes 252

10.10 Supply Chain Resources 255
10.11 Application Example of SCD-Guide SCD-Phase 3

and Possible Output 257
References 260

11 Phase 4: Supply Chain Prioritization and Selection
of Corrective Actions 261

1.1 Goals for SCD-Phase 4 261
1.2 Prioritization Procedure for Corrective Actions 261
1.3 Step 1: Goal Prioritization 262

11.4 Step 2: Identification of Corrective Actions 264
11.5 Step 3: Pre-Selection of Corrective Actions 266
1.6 Step 4: Evaluation and Prioritization of Corrective

Actions 268
I 1.6.1 Existence of Prior Experience 268
11.6.2 Extent of Intra- and Inter-Organizational

Implementation 268
1 1.6.3 Interdependencies and Logical Hierarchies 269
I 1.6.4 Weighted Score Method 269
I 1.6.5 Analytic Hierarchy Process 272



Contents

11.7 Application Example of SCD-Guide SCD-Phase 4
and Possible Output 276
11.7.1 Identification of Corrective Actions 276
11.7.2 Pre-Selection of Corrective Actions 277

Reference 281

12 Phase 5: Preparation of Implementation of Supply
Chain Differentiation 283
12.1 Goals for SCD-Phase 5 283
12.2 Step 1: Project Conception 284

12.2.1 Description and Content of the Phase 284
12.2.2 Methods 285

12.3 Step 2: Project Specification 288
12.3.1 Description and Content of the Phase 288
12.3.2 Detailed Descriptions and Methods 288

12.4 Step 3: Project Planning 292
12.4.1 Description and Content of the Phase 292
12.4.2 Methods 293

12.5 Application Example of SCD-Guide SCD-Phase 5
and Possible Output 301

References 303

Appendix 305

Index 337


