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Is the best method of managing your trading relationships really
‘constructive conflict’, which usually means it is OK to shout at one
another or engage in a similar monthly confrontation?

Measurement of supply chain relationships
Fact or fiction?

B Kevin Zwolinski, Managing Director, Click On Logistics Ltd, takes

a brief look at how the fight for market share in a tightening

and uncertain market can still offer business improvement and

competitive advantage opportunities by looking into some less

traditional areas.

We live in times of continued uncertainty for UK plc,
with perhaps the only certainties being tax increases and
cuts in public spending. This can only lead industry
towards more belt tightening, investment curtailment
and a cautious eye on the future. There are, however,
some business improvement opportunities that do not
require huge capital spend and the incumbent risk. These
are to be found by looking under the surface of the
physical operations, and perhaps by thinking around a
few corners.

The themes of getting more from less and lean
process implementation are well established and
deemed simply the right things to do. Areas such as
squeezing suppliers even more, headcount reduction,
stopping or slowing down infrastructure development
and countless others can generate direct cost reduction;
but most companies have already done that, so the
question remains: what is the next opportunity?

The area in question is that of achieving true value
from the business-to-business (B2B) relationships in your

supply chain. Take, for example, a regular customer-supplier
relationship between a logistics services provider and an
end-user customer. The goods may be delivered in
accordance with the contract, but are you actually
getting the best from what you have in place with
this relationship, beyond the contractual commitment and
the operational execution of the services! The answer in
many cases is no. The question — and indeed the
answer — applies equally to both sides of any such
relationship, and the proposition here is the need to
apply a means of measuring the effectiveness of the
relationship, in addition to measuring the operations
performance.

B2B relationships make our supply chains tick; without
these partnerships, the supply chains simply would not
function. We are generally very good at implementing
contracts and the follow up of KPIs, all of which set the
scene for the relationship, and measure the fulfilment and
execution aspects of the services, which is usually
reported historically. We rarely see much beyond that in
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terms of relationship maintenance, with the exception of Simple example of a supply chain
corporate hospitality, which can have mixed results. If
things are going badly, then a day at the races is not going A simple supply chain example can quickly result in multiple Business
to fix them; indeed, it could further antagonise. The pivot to Business supply contracts, all of which require maintenance,
. . . . . management, monitoring & measurement.
around which these relationships work is people, which

sounds obvious; but actually this aspect of a B2B contract

rarely gets any structured attention, and only very rarely : - s U : - "

is subject to tangible measures. m m m v
A simple example of a supply chain is illustrated in

, . . . PRODUCER |—>| PROCESSOR |—>| PACKER |—>| DISTRIBUTOR |

Figure I, which shows the various customer-supplier

arrangements that could be in place, many of which u u u
are multiple relationships per node. These trading 3 6 ?
relationships would extend further to the wholesale and

retail markets that bring products to market, including ]
marketing, PR and associated brand activity, which is not

| WHOLESALER/RETAILER |<
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Business to Business Supply Contracts:

illustrated.
[,4,7,10, 12 Volume contracts to supply, all co-dependent
. . 2,58 |1 Related & essential ingredients supply
?
So what is the issue here! 3,69 12 Transport & distribution contracts

In real terms, the effectiveness of a supply chain
relationship is not covered by the standard approach of
applying KPIs and metrics to logistics execution activity.
Effectiveness is more of a strategic issue, but it has a
direct bearing on operations performance, so it would
seem a good idea to measure it.

Figure 1

hear: There is only a matter of months left on this
contract; we have more pressing issues, and we will

change partner then!
We can see that the various elements of the contracts

to supply, such as those illustrated, should be straight
forward, and if they were all working properly, it would
not be difficult to come up with a number of KPIs that
measure the fulfilment performance. What is not so
obvious, however, is how the effectiveness of such B2B
relationships can be measured, by which we mean:

This may well be the case, but it does understate or
perhaps avoid the opportunity to extract the true value
from the existing relationship, where win-win results can
deliver tangible and sustainable results. Furthermore, it
does nothing to prevent the same situation occurring
with a new supplier or customer if the follow-on
contract is entered into with the same frame of mind.
® What are the important relationship attributes that ~ The underlying effectiveness will only be unearthed if

are essential to underpin a contract to supply? you look for it, if you measure it, and only then can you
manage it to stand a chance of achieving a sustainable

® What do the key players in the relationship actually .
partnership.

think about how it is working?

° joi ise? : : :
Is anyone focused on the joint enterprise How can this business requirement be

® Who is thinking ahead about the sustainability and addressed?

longevity of the relationship? Against the background of in-depth analysis and
® s anyone investing in the well-being of the research, studies have shown that quantitative evidence
can be generated by asking the right questions of the key
stakeholders and relationship influencers on both sides
of the arrangement. The hypothesis is that by utilising
a structured questionnaire and a scientific software

relationship?

These and other questions raise a number of issues.
The contract might not be perfect; many are out of date
by the time a new operation has been implemented; and
whilst the KPlIs in place will provide some guidance on
operations performance, they provide little or no
supporting information on how the relationship is
working. This is a people matter: It is an open question as
to who owns the effectiveness of a relationship, often
based upon where the perceived power lies, which can
change from time to time. Once the contracts are
signed, they are handed over to operations, but the
effectiveness issues require strategic vision and forward
thinking, which is not always the domain of the
operators.

We hear of ‘constructive conflict’, which usually means
it is OK to shout at one another or engage in a similar
monthly confrontation. Alternatively, you can revert to
the contract — assuming there is one — according to
whose favour this leans towards. Each of these
approaches can have a profound effect on the potential
sustainability of that relationship, unless, of course,
everyone is happy with the arguments... Too often we
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Goods may be delivered in
accordance with the contract,
but are you actually getting
the best from what you have
in place with this relationship,
beyond the contractual
commitment and the
operational execution of

the services?

analysis method to interpret results, the basis for a truly
meaningful method of measuring the effectiveness of
B2B relationships can be achieved.

The essence of the analysis is to flush out those issues
just below the surface that are perhaps not intuitive and
that benefit from a structured approach to bring them
to the surface. The relationship does not have to be in
conflict for this approach to work. There have been
many examples of where everything on the surface
seems fine, but just under the surface lie those
opportunities that have never been stirred and brought
to the surface to unlock their true value or to prevent
real costs being incurred.

Unlike many approaches that are already very popular
in the IT industry, this process engages both customer
and supplier alike.VWe have seen other industry examples
where the initiative is one sided, and the method is for
that party — usually the supplier, shortly before a contract
renewal — to elicit feedback from the customer. Some
are better than others, but in reality the process requires
an independent facilitator to generate optimum results
for both sides simultaneously and to achieve a balanced
and objective view.

The involvement of an independent third party to
facilitate this process reveals many benefits, but most
importantly they must be capable of guiding the
respective stakeholders throughout the process in a fair
and unequivocal way. Typical outcomes can result in an

Six steps of the end-to-end process

Initial positioning discussion

| Set Up to set scope & understand
business environment
Set up the online questionnaire
2 On Line

Adjust/refine where required

uestionnaire .
Q from validation

INPUT

OUTPUT

* Validate approach

* Agree commercials

* Set key dates & project plan
* Identify Stakeholders

* Process & Interpret results
* Produce ‘Traffic Lights' results tables
« Issue results by department

Interviews with selected

3 Structured
Interviews

4 Follow Up Base agenda to address the
Workshops results and debate priority areas

5 Forward Set up an action plan and agree
Plan dates, resources etc

6 Continuous
Improvement

Figure 2

stakeholders to explore the
initial results & indicators

Arrange regular reviews to monitor
Progress against a stated plan

* Understand the underlying issues & context
« Balanced view from parties

* Address issues and identify barriers
& constraints; Agree a means to resolve

* Appoint team and implement plan

* Review surveys; interviews & process results;
run workshops

extension to agreements without re-tendering; fresh life
can be breathed into an ailing relationship; operations
performance can be rejuvenated; and ways of working
can be adjusted so that more meaningful and transparent
interaction can take place. Only then can trust start
to be built, which can only be earned. Trust cannot
be purchased.

What is the process? How does it work?

The end-to-end process comprises six steps — see Figure
2.The process is best managed and run by independent
facilitators who set the scope and apply their experience
to the benefit of all parties. It engages knowledgeable
staff — those familiar with the execution and fulfilment of
the contract — from the customer and the supplier. It is
sometimes necessary to tailor the approach for a given
situation, which is undertaken in the initial scope setting.
Other project management matters, such as key
milestones and timing, are defined up front.

The stakeholders are then provided with a web link to
an online questionnaire survey structured around the
key issues, which provides the objective evidence,
including:
® A traffic light assessment of the performance of

the organisation, by functional area, in delivering

the alliance

® A list of customer and supplier scores against specific
indicators based on scientific research

® Stakeholder views from both sides on the strengths
and weaknesses of the alliance, obtained through
follow-up interviews with the benefit of the
initial results

® Comparisons made with previous study results,
if appropriate, and with any other alliances in
the portfolio

An example of a traffic lights output report that
emanates from the web-based questionnaire is illustrated
in Figure 3. At a glance, one can see the profile, and the
red/amber/green signals the outliers. The questionnaire is
supported by one-on-one interviews, which provide
further evidence and also an opportunity to clarify any
unusual results uncovered in the traffic lights output. The
attributes listed are fully explained in the early part of the
process and set into context, and these and the layers of
detailed questions behind them are the subject of
ongoing scientific research. The number of attributes has
been distilled to a practical level for the purposes of
process expediency.



After the two teams have studied the outputs, they
come together in a facilitated workshop, during which a
sharing of issues and solutions paves the way to
constructive and open discussions. Typically, the specific
outputs that are provided include:

® Structured sessions tailored to meet the needs of
the situation where views and results are expressed
and assessed in a facilitated open forum

® Scores set in the context of overall effectiveness

Each of the individual areas is then broken down and
evaluated individually at company level and by overall
score, and the interview findings are incorporated into
the analysis. This process is further extended to cover
the additional characteristics shown in the traffic lights
report. Individual attributes can be analysed and
investigated in further detail according to priority status
arising from the workshops.

Recommendations and next steps are set out in

strategic, tactical and operations levels, and a practical
plan is agreed that typically includes:

® Follow-up actions and agreement upon focus areas,
with more analysis if required

® Developing a project plan for a business
improvement programme that is tailored to meet
the needs of each case — there is no generic solution
or product-based offer

® |Implementation dependent on the situation and
ownership of agreed change, which must lie with
the parties involved; support can be provided as
required in project management or in continued
facilitation of the extended process

® Continuous improvement achieved by regular review
and measurement to determine progress, or to adapt
to major events that impact either or both parties

Conclusion

The process is known as the Logistics Value Tracker®, run
by Click On Logistics Ltd, and it has been successfully
used by branded companies that provide knowledge
development to form industry sector profiles. The
approach is simple to digest and understand, and is based
around considerable research and a scientific approach.
Colour-coded outputs enable the relationship managers
to target relationship priority areas, and the results can
be built into the ongoing governance process and
regularly reassessed on a consistent and independent
basis. It provides evidence for briefing executive sponsors.

Building stronger B2B trading relationships through
implementing systems such as The Logistics Value Tracker®
process will underpin an improved understanding of the
respective issues in a joint enterprise. A more reliable
and sustainable business system can be achieved that is
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capable of delivering growth opportunities through
improved customer and supplier satisfaction in a win-win
environment.

This service has been developed as a collaborative
venture between Click On Logistics Ltd (COL) and
SCCI Ltd, a company that specialises in business
relationship performance appraisals. This combination of
COLs experience and insights combined with SCCl's
back-office analytical tools means Logistics Value Tracker®
could become an extremely valuable tool for assessing
and optimising supply chain relationships to the benefit

of all parties. J

Traffic lights output report

Joint. Company A Company B
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Figure 3

Note. C3 behaviour represents collaboration, co-operation
and co-ordination, a measure of the ability of the joint
resources to achieve effective operations

Kevin Zwolinski is Managing Director, Click On Logistics Ltd, a consultancy focused on helping companies engaged
in logistics and supply chain management activity to make evidence-based decisions in business improvement.

Further information, tel: 01295 817654. Email: info@clickonlogistics.com Web site: www.clickonlogistics.com

Further information

For more information on business relationships, why not join our Outsourcing & Procurement Forum within our
Supply Chain Professional Sector? See our web site www.ciltuk.org.uk for more details.
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