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93% of CEQ’s see their supply
chain as a strategic asset
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2% of CEQO’s have cost reduction
as their major supply chain goal




Leslie Wilcox & Sara Cullen — Warwick Business School




Assessing Provider Capabilities in Outsourcing - Vantage P




How does a provider’s ability to act as a good
partner influence your organization’s provider
selection process today?

Does not influence the provider
selection process

Informally influences some
individual’s evaluations

Informally taken into account by
everyone

Used only as a tie-breaker when
deciding between two apparently equal
potential providers

Formally evaluated and weighted
as part of the process




Customer - Vendor

Focused

Partnership

Alliance
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Relationship Characteristics

Tactical Strategic
Commodity Flexible
No innovation Customized
Least Cost Information

Sharing




Alliance
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Customer — Vendor

Tactical Strategic
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Relationship Match - Examples

Tactical Strategic
Office Supplies Transportation
Pallets Distribution

Uniforms Software




Why they work - Enablers Why they fail - Inhibitors




Why they work - Enablers Why they fail - Inhibitors

Take time to understand — Rush without clear understanding —

FUD factor (fear, uncertainty, & doubt)













Partner 1 Partnher 2
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v Insufficient
data sharing

. S v Incompatible
v . .
Miscommunication organizations

relationship

v" Rushing the




INVESTIGATION
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ANALYSIS
EVALUATION

Are these
aligned?? I




Managing a relationship is harder than managing

a function; it is more complex and requires a
different set of skills!!







P&G & Wal
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v'An alliance between two market leaders
v'Good communications

v'Coordinated forecasting

v'52+ inventory turns

v'High in stock on shelf %

v'"Mutual benefits
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v Short cash to cash cycle

v Open lines of
communication

v Accurate forecasting

v Quick response to inventory
Imbalances




—
Nike & Foot Locker

“ When your biggest partner,
whose entire point of differentiation
has been that they got your best, _
newest product first, decides it's a ¥y
discounter, then that changes
everything.”




v'Perform “relationship due diligence”
upfront

v Communicate expectations

v'Define performance

vInvest time in understanding each other
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v A lack of understanding the business and
v" A lack of understanding the expectations
v’ Lead to the downfall of the business




A “True” Partnership







The problem with all too many partnerships is. . .







What are the potential barriers to a successful relationship?
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Trust'&
Shaiked

Clearly Rew ivd

defined roles &
responsibilities

Consistent
Practices &
Expectations

Clear
Business
rules

Open &'elear
communications,
measurements,
and dialog

Common
valuesiand
objectives




Qutsourcing needs to be a
relationship not just a set of
transactions and as such
the understandings must

cover.
SERVICE LEVEL REQUIREMENTS

A SERVICE LEVEL AGREEMENT

THE BENCHMARKING AUDIT

THE OUTSOURCING CONTRACT

A TRANSITION PLAN

GOVERNANCE PLAN

SEPARATION













