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Presenter
Presentation Notes
Today I intend to offer you 3 things:

How to get a handle on the key performance drivers in your important customer/supplier relationships

How to measure that performance

How to improve your management of those relationships and to achieve sustained, increased bottom line returns from them
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Agenda
The relationship management problem

If you can’t measure you can’t manage

Portfolio example

Partnership Examples

3 important lessons for managing collaborative 

relationships

Questions

Presenter
Presentation Notes
My talk will cover the – Why and How

Illustrated by some case studies

Followed by the – So What

And a chance for you to grill me at the end




Dr Andrew S Humphries Getting Superior Value from Supply Chain 
Relationships

Increasing Relationship Complexity
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Presenter
Presentation Notes
This is a ‘teaching you to suck eggs’ slide

The main point is to highlight the hard consequences of working closely with business partners

These are often underestimated
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The Relationship Management 
Challenge
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Presenter
Presentation Notes
In the beginning there is the  ‘1 + 1 make 3’ vision and the initial and ongoing big investment

As so often the case, a ‘supplier management’ strategy focuses on time cost and quality milestones, usually seen thru the rear view mirror

So when problems inevitably creep in, by the time they are really noticed they are serious and you are looking at the penalty clauses in the contract

When you drive on the road you constantly scan ahead to avoid problems and take the best route

You must also use your mirrors but, the combination is required to manage important business relationships
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Changing for the Better
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Presenter
Presentation Notes
You can throw money at the problem; bring in consultants to achieve Big Bang restructuring, BPR, Downsizing, Right sizing etc, etc

You can repeat this process every few years if you want to (have any of you seen this pattern of behaviour?)

Wouldn’t it be better to do a more thorough, performance-based analysis looking for root causes and root solutions and using a professional relationship management approach that gives you continuous improvement?
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The 64 thousand dollar questions
How many strategic business relationships do 
you have? 
Why are they important? 
Which ones are doing well and why? 
Which are not doing well and why?
What objective measurements do you use?
Do you identify hard targets for continuous 
improvement?
Do you do all this jointly with your partners?
How do you do it with minimal effort and 
maximum effectiveness?

Presenter
Presentation Notes
As a big believer that ‘unless you can measure it you can’t manage it’, here are some important questions that I think might like to consider

If only for reasons of good governance

But, often I find managers believe business relationships are hard to get control of; like trying to grab a wet bar of soap

There is a way………
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The Dark & Light Sides of the Force
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Presenter
Presentation Notes
In my research I have found that if you confine organisations within a relationship you do 2 things: 

First you reduce their freedom (when you are single you can go out drinking and pulling on a Saturday night but this is not advisable once you are married) – you need to take account of each other’s needs and capabilities
  
Also, the consequences of words and actions are quickly felt and it’s easy to end up in the dog-house – small issues can soon grow and become serious problems

On the other hand, if all goes well and there is magic in the air, then things can only get better

In my experience, collaborative business relationships are influenced by these dark and light sides of the force
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Measure the relationship between 
the spirals

EqualityEquality

OperationsOperations

InnovationInnovation

InvestmentInvestment

CommunicationCommunication

Presenter
Presentation Notes
Using the Key performance measures shown here, 

I use on-line surveys and telephone interviews of the knowledgeable people in each company (note no people-intensive focus groups, numerous interviews and brown paper & post-it sessions) 

to discover where the relationship lies between the extreme behaviour spirals 
 
As well as providing an objective measure of relationship performance, this also gives an extremely detailed picture of what is affecting your bottom-lines and why

so that something can be done to move things towards the ideal success spiral
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Characterise the Relationship
Successful integrators
Highly co-operative, efficient, 
effective operations focussed 
on customer requirements.  
Superior returns 

Stable pragmatists
Pragmatic rather than 
dynamic – “we are in the 
same boat”.  Average returns

Evolving pessimists
Still plagued by operating 
problems and cultural 
difficulties.  Below average 
returns

No can dos
Adversarial feelings of 
‘imprisonment’ and 
‘impotence’, little co-operation 
or innovation.  Poor returns

Presenter
Presentation Notes
After assessing more than 80 substantial relationships I have characterised the main types of supply chain ‘marriage’ into these 4 groups

Do you recognize any of your important customer/supplier situations?

Moreover, each new relationship assessment can be shown against this growing benchmark – see the call-out

Incidentally, at this point please note the 4 colour groups for later



Dr Andrew S Humphries Getting Superior Value from Supply Chain 
Relationships

UK Defence Relationship Portfolio

Good & Not So Good Good & Not So Good 
PracticePractice

Where is it found in your portfolio? improving? getting 
worse? why?

Presenter
Presentation Notes
Each pair of green and red bars is a relationship success score in a portfolio of 54 UK MoD project teams and their main industrial partners

As you can see from the pattern of colours they are ranked in order of perceived success – incidentally the ones on the right were the highest spending relationships

Each relationship is code numbered along the x axis.  If the organisation names were shown, this picture would be commercially very sensitive.  This is the case with all the relationship performance assessments that I do

The long coloured bars on the bottom match up with the coloured bubbles on the previous slide

This strategic view allows board-level management to better understand its portfolio and do something about targeting resources to rescue the problem relationships
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Case A
10 Year Relationship – value £2m pa:

Customer – Non-destructive testing electronic equipment 
manufacturer 
Supplier – Specialist Logistics Company

Objective:
Planning to collaborate on major new product development

Issues Revealed:
No formal or informal contractNo formal or informal contract

No common performance measures, quality standards or No common performance measures, quality standards or 
monitoring systemsmonitoring systems
Informal processes Informal processes egeg. . ‘‘no noticeno notice’’ orders for stock, poor forecastingorders for stock, poor forecasting

Presenter
Presentation Notes
This is the first of 2 case studies that I should like to tell you about

These 2 companies had grown up together and thru acquisitions the MDs had decided to step back and appoint new MDs of their core businesses.  

They believed this relationship was very successful and when they told me about the relationship they could think of no problems

As you can see, the SCCI assessment revealed that all was not rosy in the garden
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Case A - Performance at a glance

Presenter
Presentation Notes
At the highest level I use a traffic light report to provide an overview of joint and individual performance

Don’t try and read the detail in this and subsequent charts, just look at the patterns of colours

These traffic lights show that the customer (centre column) is generally pretty satisfied with the relationship but, the supplier (column on the right) is not nearly so happy
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Case A – Happy 
Customer/Grumbling Supplier

Presenter
Presentation Notes
These 2 graphs contrast the views of each partner on the 5 Key Performance Measures that we talked about in the spirals

As well as the grumbling reds of dissatisfaction, spot the high levels of ‘white don’t knows’ on the supplier side in the lower chart

Perhaps this suggests poor internal communications amongst supposedly knowledgeable people
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Case A - Business Process Reliability
Concentrating on service and product Concentrating on service and product 
deliverydelivery

a  The quality of the contract outputs ie. 
spares/repairs/services, consistent product quality, 
fulfilled on-time orders, is entirely satisfactory. 
b  The quality of service delivery ie. delivery times, billing, 
payment, administration, delivery, is entirely satisfactory. 
c  The relationship is characterised by a continually 
improving product quality ethos.
d  Problems are solved in a joint, open, constructive 
manner.
e  Such is the goodwill in the relationship, the other party 
would willingly put himself/herself out to adapt to our 
changing requirements.
f  We trust the other party to act in our best interests.
g The responsibility for making sure the relationship 
works is shared jointly.
h  The other party provides us with useful cost reduction 
and quality improvement ideas.
i  The other party is always totally open and honest with 
us.
j  The other party always does what he says he will do.
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Presenter
Presentation Notes
Let’s drill down a bit deeper into one of those 5 key relationship performance measures

Again, don’t try to read the small print – you will only strain you eyes!  Just look at the contrasting patterns of red bars

The answers to the survey questions on operations clearly shows opposite views between the customer and supplier
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Case A - Outcomes
Joint initiative to formalise processes and to hold regular 
planning meetings
Joint product reliability action saved £40k year on in-
house testing 
Supplier involvement in new product design brought lower 
cost, improved design reliability, better asset availability, 
more functionality
Customer replacing disparate IT with new, integrated 
system to improve asset control, marketing and 
requirements forecasting
““We are now concentrating on solving the issues rather than We are now concentrating on solving the issues rather than 

shouting at each othershouting at each other””

Presenter
Presentation Notes
The results of the assessment were the opening of the organisations’ eyes to the issues that had accumulated over time

And as a result of some ‘quick fixes’, greatly improved collaboration and significant benefits

I know 2 years later, these companies are continuing to generate substantial returns together
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Case B
20 Year Relationship - seasonal goods production value £36m pa:

Customer - Global Confectionery & Snack Foods Manufacturer
Supplier – Specialist Confectionery SME

Objectives:
Deal with emerging stresses from increased success
Provide basis for increased investment and collaboration

Issues Revealed:
CustomerCustomer’’s management model inappropriate s management model inappropriate –– designed for indesigned for in--
house, major production runshouse, major production runs

SupplierSupplier’’s highly entrepreneurial, s highly entrepreneurial, ‘‘buccaneeringbuccaneering’’ attitude not helpfulattitude not helpful

Communication failures on both sides resulting in unreliable Communication failures on both sides resulting in unreliable 
logistics, penalty costs, frustrated staff, fragile cologistics, penalty costs, frustrated staff, fragile co--operation, low operation, low 
incentive to innovateincentive to innovate

Presenter
Presentation Notes
In this case the customer requested the assessment because it felt dissatisfied – not because the supplier was failing to deliver but, because of the aggro in the relationship

It used this relationship with a highly specialised and accomplished supplier to gain a foothold in a niche market

The fact that the customer tried to treat its dynamic, agile partner as one of its in-house production lines and then felt aggrieved when the very capable minnow refused to co-operate with the bureaucracy might have had something to do with the poor atmosphere
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Case B - Performance at a glance

Presenter
Presentation Notes
There is rather more yellow in the customer (central column) traffic lights this time

Note the Personal relationships issue in red from the customer and yellow from the supplier – bottom indicators

A problem for both sides
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Case B – Unhappy 
Customer/Grumbling Supplier

Presenter
Presentation Notes
As you can clearly see here, the general pattern of ups and downs shows both sides agree with the performance of the relationship

but, the stronger reds show that the customer is rather more dissatisfied than the supplier
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Case B - Equality & Satisfaction
Value Value -- creating the incentive to creating the incentive to 
work togetherwork together

a The gains from this relationship are 
equally shared between both parties
b We do not feel ‘imprisoned’/restricted 
within the current relationship 
c We are willing to invest more i.e. money, 
time, information, effort, in the current 
relationship
d We are happy that our future is bound to 
the success of our relationship partner
e We feel totally committed to this 
relationship
f The other party is genuinely concerned 
that our business succeeds
g Both sides are working to improve this 
relationship

Presenter
Presentation Notes
Again drilling down, this time into the Equality and Overall Satisfaction key performance measure

You can see quite starkly that the customer feels trapped or imprisoned by the relationship.  

He believes that although the relationship is performing and has great potential, he has lost control and his goodwill has suffered
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Case B - Outcomes
Customer Policy:

Suggested that the Customer reviewed its management policy for all 
co-manufacturing relationships

Joint Product Review:
Carried out with Supplier for the first time
Considered Supplier’s ideas for product design and increasing 
market share

Supply Chain Review:
Involving 3rd parties

Ordering, problem solving, quality control, reporting, co-ordination
““We are both committed to this relationship and if we can make itWe are both committed to this relationship and if we can make it 

work the returns will be fantasticwork the returns will be fantastic””

Presenter
Presentation Notes
18 months after the assessment, I know that nothing has yet been done about the first point.  

I am convinced that the customer could save significant organisational costs and hassle if it treated its co-manufacturers as out-sources.  It would also get better value from them by treating them as the world class niche experts that they are 

The second point was something of a revolutionary action by the customer and has already resulted in improved joint revenues and volumes

The supply chain review took place last month and I have yet to hear the results

The bottom line is: the assessment allowed both parties to concentrate objectively on fixing the issues and gradually things are getting back on track
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Lesson 1: Invest in Relationship 
Managers

• Appoint experienced, knowledgeable, high 
integrity people

• Give RM department strategic status
• Keep RMs in post for reasonable periods
• Use RM advice to draft the framework contract 

that focuses on the customer not the small print
• RMs ‘sew together’ the parent company functions 

that service its relationships
• RMs jointly chair the main relationship 

management meetings  
• RMs measure and monitor relationship 

performance

Presenter
Presentation Notes
I said I would give you 3 tips on how to improve the way you manage your important supply chain relationships

First – recognise that your strategic relationships represent valuable assets and use professionals with specific responsibility to manage them

 Relationship Management is not just an extra duty for the Salesman! 
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Lesson 2: Regular Joint Operations 
Meetings & Actions

• Review performance targets in last period and issue 
statistics 

• Review work/orders in progress
• Review forecasted sales and orders in next period
• Consider and solve problems.
• Actively seek out and initiate process improvements
• Review future plans (including new products) and 

initiate preparation
• Review industry and technology updates
• Identify policy issues to refer to senior management
• Involve other supply chain partners

Presenter
Presentation Notes
Second - over 75% of the business relationships I have assessed, do not do this.  They are driving through their rear-view mirrors! 
 
These meetings should happen monthly
  
They should be attended by the movers and shakers
 
They should drive performance and continuous improvement
  
They should be the first people to react to change
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Lesson 3: Use relationship 
performance measurement to slay the 
sharks & regain the competitive edge

Communication

Commitment

Satisfied CustomersSatisfied Customers
Cost Reductions

On Time Delivery

Quality

Trust

Innovation

Future

Relationship 
Performance 

Measurements

Create clear  
Joint

understanding

Sustained
Bottom

Line
Benefits

Presenter
Presentation Notes
Finally - thru measuring relationship performance you create the joint understanding that allows you to proactively drive the things that affect the bottom line  

Surely as a minimum, this is what corporate governance is all about

Remember, improvements in business relationships are always leveraged: even small ones get multiplied by volume and duration




Dr Andrew S Humphries Getting Superior Value from Supply Chain 
Relationships

Questions

Andrew.humphries@sccindex.com
Sccindex.com

+44(0)1908-664119
+44(0)7963-241872

Key Account ManagementKey Account Management

1. Do you have Collaborative Business 
Relationships? Y/N

2. Are you satisfied with their performance? 
zero/Y/N

3. Will you contact Dr Andrew Humphries 
to explore improved bottom line returns? Y/N

http://www.halcrow.com/
http://www.sonatest-plc.com/
http://www.paragon-plc.com/
http://www.eci.siemens.com/marketplaces/servlet/index.jsp?docname=eciIndex.jsp&storeId=81&sdc_langid=1&sdc_countryid=192&sdc_mpid=27&countryId=GB&langId=107&sdc_sid=28007382689
http://www.amec.com/
http://www.edfenergy.com/
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