Unit 9 – Supply Chain [SC] Integration
Supply Chain Collaboration: info sharing & joint planning by all participants in a channel = SC competitiveness
Supply Chain Competitiveness SU 9 pg. 91; par. 9.2 & TB Ch. 14 pg. 351-352
SC Relationship & participants' core competencies = superior service & lowest total cost =  competitiveness
Supply chain implies a multi-enterprise coordinated effort focused on  SC efficiency & competitiveness.
Two believes facilitate drive for efficiency & competitiveness:
· Cooperative behaviour =  risk &  efficiency. Requires sharing all strategic info
Collaborative info essential to positioning & coordinating firms to jointly do right things faster & efficiently
· Eliminate waste & duplicate effort;  inventory investment & risk (driven by economic & service necessities)
Firms with  SC competitiveness, exhibit several similarities:
· Collaborative practices are technology driven
· Business solutions achieve competitive superiority
· Initiatives combine experience & talents of key supply chain participants & third-party service providers
· Create & maintain unique supply chain culture (forged on understanding of risk, power &leadership)
Supply Chain Management: encompasses the planning & management of all activities i.e.:
sourcing; procurement; conversion; logistics management.
Coordination & collaboration between partners (suppliers; intermediaries; 3rd parties; customers)
Integrates supply & demand managements within & across companies
Brings products & services to the market.
Risk, Power & Leadership SU 9 pg. 91; par. 9.3 & TB Ch. 14 pg. 355-356
Acknowledged/Perceived mutual dependency is driving force behind firm's: 
· Collaborative relationships
· willingness to enter channel arrangements
· negotiate transfer of certain functions / functional integration
· share key strategic info
· participate in joint operational planning
Relationship between risk, power & leadership determines nature of channel arrangement.
1. RISK
Participating firms must:
· acknowledge responsibility for performing specific roles
· believe they will be better off in long run as a result of collaboration
· be positioned to specialize in operational area/function based on unique core competency
Leveraging core competencies is the driving force behind SC integration:
 specialized competency (participate in multiple SC) =  risk to overall performance
e.g. wholesaler - assortment of products =  risk;  reliant on any one supplier VS.
Firms with  stakes &  competency = prime facilitators =  risk
e.g. manufacturer – limited product line =  risk;  reliance on collaboration; captive/committed SC 
Disproportionate risk / deep dependency structures relationship & determines collaboration management
General rule: firm bearing most risk assumes active/leadership role &  responsibility for facilitating SC cooperation 
2. POWER
SC Participant with  relative power = prerogative/obligation to spearhead collaboration - Typically also have  risk
Recent significant increase in power of retailers – due to four independent developments:
· Trend of retail consolidation = fewer but more dominant retailers with more extensive market coverage
· Proliferation of point-of-sale data, frequent-shopper programs & credit card use = easy access market info
= rapidly identify & accommodate consumer trends
·  Difficulty & cost manufacturers confront in developing new brands/"national brands" vs. retailer owned private-label products with have greater market penetration
· Logistical replenishment's shift toward response-based posture  ideally driven from point of consumer purchase = final/ultimate value of SC
Scrambled merchandising environs. = cross-channel-distribution to accommodate volatile & changing markets.
Manufacturers
· Have  range of alternatives for distribution due to Internet-based & traditional retailer formats blurring channel arrangements
· Substitute to full reliance on traditional brand power  Reengineered operations = dominant supplier for  selected consumer/categories
· Category dominance =  value to prospective supply chain partners
· Dominant category position = superior brands at competitive prices  
· = Key operational capabilities =  firm's attractiveness as SC participant
Repositioning of traditional operations = potential to leverage collaboration
General rule: powerful firms link together in the development of SC arrangements -
For successful arrangement: dominant parties need to agree on a leadership model.
3. LEADERSHIP
At present SC maturity = no definitive generalization on how firms gain leadership responsibility.
Some factors to leadership position = size, economic power, customer patronage, comprehensive product portfolio
Other arrangements: 
· If SC participants acknowledge mutual dependency & respect = clear presence of leadership to enterprise.
· Some situations, leadership gravitates to the firm that initiates relationship
When leaders exercise power in the form of rewards & expertise =  relationship commitment in SC vs. 
coercive practise = partners  committed to relationship = more likely to seek alternative arrangements
Supply Chain Relationships SU 9 pg. 92-93; par. 9.4 & TB Ch. 14 pg. 352-354
Effective SC require certain relationships & arrangements between participating firms. 
Framework & classification of five basic forms of collaboration of interorganizational SC relationships: Fig. 14.5 TB p. 352

Further Contracting / Outsourcing characteristics:
· share primarily operational info – not necessarily comprehensive SC integration;
· limited joint planning among firms;
· specific periods for rebidding / terminating relationship;
· precisely specified terms of performance & cost;
· cordial relationship based in traditional command-and-control principles;
· Buyer as leader.
Developing Trust = required for real SC collaboration
1. Reliability-based trust: perception that partner is willing & capable to perform as promised.
If perceived as incapable of delivering promise = unreliable = unworthy of trust.
Needed for collaborative SC but not sufficient
2. Character-based trust: perceive as interested in each other's welfare & not act inconsiderately.
Belief of protecting other's interest/acting fairly. Based in firm's culture, leadership & philosophy.
Building Trust requires
 
Criteria for Successful Partnerships
· Individual excellence
Both partners are strong & contribute value. 
Positive motives (pursue future opportunities), not negative (mask weaknesses / escape difficult situation). 
· Importance
Ties in with major strategic objectives. Partners have long-term goals in which relationship plays a key role. 
· Interdependence
Partners need each other. Complementary assets & skills. Independently goals are unattainable. 
· Investments
Demonstrate respective stakes in relationship (e.g. equity swaps, cross-ownership, mutual board service). Devoting financial & other resources = Tangible signs of long-term commitment. 
· Information
Communication is reasonably open. Info sharing required to make the relationship work,
(e.g. objectives & goals, technical data, knowledge of conflicts, trouble spots, changing situations).
· Integration
Linkages & shared ways of operating to work smoothly. Build connections between many employees & organisational levels. Partners become both teachers and learners. 
· Institutionalisation
Relationship is given formal status, with clear responsibilities & decision processes. 
· Integrity
Behave honourable = justify & enhance mutual trust. Not abuse collected info / undermine each other.
Supply Chain Integrative Framework SU 9 pg. 93-95; par. 9.5 & TB Ch. 14 pg. 3576-359
[image: ]Defines the nature of collaboration required in alliances & enterprise extension.
Four critical supply chain flows = best way to create value in SC Fig 9.1
Even if SC not integrated, flows must take place between firms
· Product/Service Value Flow = products/services' value-added movement from raw material to end customer.
Also accommodate critical reverse flows (recalls, reclamation, recycling).
· Market Accommodation Flow = structure to achieve post-sales service admin. 
Info (CRM, customization req. POS data etc.) provides visibility on timing & location of product consumption.
Common understanding of demand & consumption patterns =  synchronization of planning & operations. 
· Information Flow = bidirectional exchange of transactional data, inventory status, strategic plans.
Initiates, controls & records products/service value flow (e.g. forecasts, orders, shipping info, invoices).
· Cash Flows typically reverse direction of value added activities except promotion & rebate.
Cash flow velocity & asset utilization are critical to superior SC performance 
Supply chain integrative framework to achieve widespread collaboration 
[image: ]
Facilitates operations in SC by integrating basic logistics work, functions/departments, capabilities & competencies.
Capability: knowledge & achievement level essential to developing integrated performance (why rather than how).
Links SC & combines to form universal competencies
Competency: result of blending several logistical capabilities into logistically harmonious & manageable actions that achieve & maintain supply chain collaboration. 
High levels of competency & their supporting capability = customer loyalty = competitive advantage
Lack of coordination & integration between SC & participants = waste, delays, redundancy & inefficiency.
1. OPERATIONAL CONTEXT
Operations involve processes that facilitate order fulfilment & replenishment across SC
Leading performance require customer-focus, interorganizational coordination,  functional& process performance
Customer integration: competency that builds intimacy & lasting competitive advantage
Strong commitment to supportive capabilities of segmentation, relevancy, responsiveness, flexibility = SC integration
Internal integration: focuses on joint activities & process within firm that coordinate functions related to procurement, manufacturing, CRM
Supporting capabilities = cross-functional unification, standardization, simplification, compliance, structural adaptation.
Supplier integration: capabilities that create operational linkages with material- & service-providing SC partners
E.g. strategic alignment, operational fusion, financial linkage, supplier management
2. PLANNING & CONTROL CONTEXT
Involves joining technology across SC to monitor, control & facilitate overall SC performance.
Technology & Planning integration: design, application & coordination of information to enhance purchasing, manufacturing, customer order fulfilment & resource planning.
Capabilities: database access for info sharing; transaction systems to initiate & process replenishment / customer orders; internal communication, connectivity & collaboration.
Management integration: ability to monitor & benchmark functional & process performance (in- & externally).
Capabilities: functional assess. &activity-based methodologies, comprehensive metrics& financial impact assessment
3. BEHAVIOURAL CONTEXT
Relationship management: SC implementation rests on quality of basic business relationship
Firms must specify roles, guidelines, share info, risk & gains, resolve conflict, dissolve unproductive arrangement.
[bookmark: _GoBack]Self-Evaluation Questions SU 9 pg. 95; par 9.5 - References
Reliability & Consistancy


Full & frank Info Sharing


Open Communication & Explanation






Based on Degree of Acknowledged Dependency & Information Sharing from
 Limited ------- to ------ Extensive 


Contract
(Product/service procurement)


Alliance
(Voluntary integration)


Enterprise Extension
(Act as One)


 time dimension
 negotiate terms 
  & specifications
 also 'Adversarial'
 Failure = 
  sanctions / 
  termination


Outsource
(Function/process performance)


focus shifts from buying / selling material to performing specific service / process



Administered
(Leader/follower engagement)


 dominant firm = leader = command 
  & control
 ltd sharing of ops 
   & strategic info
 limited joint 
   planning
 continuous


 long-term
 voluntary
 integre resources 
  =  efficiency & 
  cust. impact
 extensive joint 
   planning


 joint policies
 integrate 
   operations
 continuous
 essentially one 
   entity
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