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Executive Summary

Leveraging the data from 209 recently surveyed companies, this report
investigates the impact of supply chain intelligence on performance and the
use of Bl tools by the top-performing study participants. Specific focus is put
on the enablement of supply chain processes by advanced Bl technologies
that are pervasive and role based, i.e. the technologies that are embedded
into the specific supply chain processes and can provide immediate
intelligence to the process owners.

Best-in-Class Performance

Aberdeen used the following performance criteria to distinguish the best
performers. Best-in-Class companies exhibited the following performance:

o 97% of orders delivered to customers complete and on time

e 95% of orders received from suppliers complete and on time

e Total landed costs per unit decreased by 5.5 % in the past year

e The frequency of out-of-stocks decreased by 7.3% in the past year

Best-in-Class companies have, compared to Laggards, |5 percentage points
higher complete and on time delivery and |3 percentage points greater
reduction in year-over-year unit landed costs.

Competitive Maturity Assessment

Best-in-Class companies are:

e 56% more likely than all other companies to perform root cause
analysis of supply chain problems

e 97% more likely than all other companies to be using
supplier/carrier performance scorecards

e |3% more likely than Industry Average and 2.68 times as likely as
Laggards to have automated capabilities to conduct complex analysis

e Almost twice as likely as all other companies to leverage role-based
visibility within the organization and into external partners

Required Actions

Chapter Three of the report provides recommendations, including:
e Improve supply chain visibility and integration

e Provide visibility for executives into critical supply chain operational
metrics and the connection between financial and operational
metrics

e Improve supply chain business intelligence technology capabilities,
and enhance the use of embedded and real-time Bl tools

Research Benchmark

Aberdeen’s Research
Benchmarks provide an in-
depth and comprehensive look
into process, procedure,
methodologies, and
technologies with best practice
identification and actionable
recommendations

"Our management, including
the CEO, understands the
importance of an efficient
supply chain and keeps a close
watch of our supply chain
performance.”

~ Director of Supply Chain

Consumer Durable Goods
Manufacturer
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Chapter One:
Benchmarking the Best-in-Class

Business Context

In the context of today's complex demand-supply networks, in which
visibility into key performance indicators across the entire network is key to
business success, companies have begun focusing more strongly on their
supply chain Business Intelligence (Bl) capability, as a key enabler of
strengthening or regaining control over their supply chain networks. The
current study continues Aberdeen Group's ongoing research in this area
and investigates the impact of pervasive role-based Bl capabilities on the
companies' abilities to improve control of their supply chain networks.

With global supply chains involving more suppliers, customers, and
intermediaries today than ever before, managing supply chain-wide
performance effectively is critical to business success. Today, many
companies still do not have timely visibility into the critical processes and
metrics in global supply chain management, which often prevents them from
making better supply chain decisions. In this context, having superior supply
chain Bl capabilities can differentiate top performers from those with less
efficient and more costly supply chain processes. Leveraging the data from
209 recently surveyed companies, this report investigates the impact of
supply chain intelligence on performance and the use of Bl tools by the top-
performing study participants.

The Maturity Class Framework

Aberdeen has used the following metrics to determine Best-in-Class,
Industry Average and Laggard performers in this study:

e Percentage of orders received from suppliers complete and on-time
e Percentage of orders delivered to customers complete and on-time
e Change in total landed costs per unit shipped over the past year

e Change in the frequency of out-of-stocks over the past year

This set of metrics is balanced across delivery / service, inventory and cost-
related performance, and reflects the key criteria by which an organization
would measure its own supply chain management efficiency and through
which it would be evaluated by customers.

Fast Facts

\' 57% of respondents have
indicated that improving
supply chain visibility is a
high priority initiative

V' However only 5% of
respondents indicate that
they have the ability to
analyze the extent of risk
exposure in their supply

chains

© 2010 Aberdeen Group.
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Table I: Top Performers Earn Best-in-Class Status

Definition
of Maturity
Class

Average Class Performance

Best-in- * 97% of orders delivered to customers complete and on time
Class: = 95% of orders received from suppliers complete and on time
Top 21% of | = Total landed costs per unit decreased by 5.5 % in the past
aggregate year
performance | u The frequency of out-of-stock inventory decreased by 7.3% in
RIETS the past year
Industry ® 93% of orders delivered to customers complete and on time
I-.\verage: = 89% of orders received from suppliers complete and on time
Middle 46% . .
f .. - Total landed costs per unit increased by 1.6% in the past year
of aggrega
performance | " The frequency of out-of-stock inventory decreased by 0.7% in
Scorers the past year
Laggard: » 82% of orders delivered to customers complete and on time
Bottom 33% | " 75% of orders received from suppliers complete and on time
of aggregate | = Total landed costs increased by7.3% in the past year
performance | u The frequency of out-of-stock inventory increased by 3.5% in
eRIETS the past year

Source: Aberdeen Group, February 2010

The Best-in-Class PACE Model

Table 2 shows strategic actions, organizational capabilities, and enabling
technologies used by the Best-in-Class companies in this study to alleviate
the top business pressures driving a need for improved business intelligence
capabilities.

Table 2: Best-in-Class PACE Framework

Pressures Actions Capabilities Enablers

= Need to improve
supply chain
operational
performance

= The business mandate

to reduce supply
chain execution costs

= Improve internal cross-
departmental visibility
into supply chain
transactions

= Streamline processes for
easier monitoring

= Improve timeliness and
accuracy of data
exchange about supply
chain transactions

= Centralized supply chain
management organization

= Cross-functional supply chain
metrics

= Ability to perform root cause
analysis

= Ability to do performance
trending analysis

= Ability to provide visibility to
executives into critical
business level metrics

= Ability to analyze supply
chain risk exposure

= Module in our ERP system — 58%

= Transportation carrier tracking
system - 70%

= Visibility system from a freight
forwarder - 61%

= Commercial transportation
management system (TMS) -
47%

= On-demand (hosted)
commercial visibility system —
19%

= Supply chain business intelligence
software - 32%

Source: Aberdeen Group, February 2010
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Best-in-Class Strategies

Figure | highlights two strategies that are enabled by the use of supply chain
Bl capabilities.

Figure |: Best-in-Class Strategies

100%

m Best-in-Class O Industry Average m Laggards
81%

5%

50%

25%

0%

Treat in-transit inventory as available Work with suppliers to plan corrective
inventory for safety stock calculations actions and joint strategies based on
the results of supplier performance
review

% of companies performing the specified strategy "sometimes" or "frequently"

Source: Aberdeen Group, February 2010

In today's networked supply chain environment, collaboration with
upstream and downstream supply chain partners is critical. As Figure |
shows, Best-in-Class performers are more likely to be proactive in their
supplier relationship management by utilizing a performance based
approach. This can entail performance-based service level agreements and
incentive-based payment schedules, which not only allow these companies
to make their supply chains more cost-efficient but also make it easier to
choose the right suppliers and reward them for improved quality, faster
delivery and increased reliability.

The ability to treat in-transit inventory as available provides companies with
more flexibility in distributing inventory faster and more efficiently and
making the supply chain execution process more seamless. Treating in-
transit inventory as available for safety stock calculations requires the
company to have visibility into its moving and staged in-transit inventory and
the ability to dynamically re-calculate expected delivery dates and other
indicators, which requires certain Bl and optimization capabilities. Past
Aberdeen research has shown that companies with this capability have more
responsive supply chains (Beyond Visibility: Driving Supply Chain Responsiveness,
September 2008).

© 2010 Aberdeen Group. Telephone: 617 854 5200
www.aberdeen.com Fax: 617 723 7897
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Aberdeen Insights — Bl Strategies for the Multi-Enterprise

Demand-Supply Networks

The complex multi-tiered demand-supply networks of today require a
new way of thinking about supply chain management processes and
solutions. Not only do the regular SCM tasks have to be executed in a
much more collaborative and responsive manner, but there also need to
be provisions in place to tackle new challenges that have emerged with
the advent of multi-enterprise networks. The only way to ensure that a
business is able to adapt to changes fast enough is to establish an
adequate level of supply chain intelligence, i.e. put in place processes and
tools to effectively monitor supply chain performance and notify specific
process owners and managers before problems turn into disruptions.
These capabilities should not only serve as each supply chain's
operational "command and control” center, but also help uncover new
revenue and savings opportunities with the help of advanced analytics.

Companies need to obtain appropriate tools for tracking and managing
network-wide supply chain performance and collaborative workflows.
Network-wide supply chain intelligence paves the way for companies to
have the most complete view of their business, including the potential
impacts of their customers, suppliers, and other partners' performance
on the company's bottom line. With such 360-degree view of the
business, executives can adopt the best supply chain strategies to meet
the changing business needs.

© 2010 Aberdeen Group. Telephone: 617 854 5200
www.aberdeen.com Fax: 617 723 7897
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Chapter Two:
Benchmarking Requirements for Success

Best-in-Class companies have demonstrated enhanced capabilities in
process, organization, and knowledge management, allowing them to
achieve superior performance across the supply chain. This chapter

investigates these capabilities in detail.

Citrix Systems Manages Pull Based Lean Supply Chain Using a

SaaS Role Based Operational Bl Platform

Citrix Systems (“Citrix”’) provides virtualization and networking solutions,
XenDesktop, XenApp, XenServer and NetScaler, which function as a
dynamic system, virtualizing desktops, applications and servers,
centralizing them in the datacenter and broadcasting them as an on-
demand service.

In order to enable the turnkey deployment of these datacenters, Citrix
has a manufacturing division that is operating entirely on a “pull” basis.
The company’s manufacturing is completely outsourced. The
manufacturing lead-time from concept to production is around 90 days.
Citrix’s supply base is representative of a hardware provider — it has five
to six commodity suppliers (includes mother boards, power supplies etc).

Citrix’ customers operate in the highly competitive world of the Internet
business (e.g. Google, Time Warner) and demand a turn around time on
new orders of less than five days. Hence, one of the key challenges for
Citrix is how to adhere to the customer requested lead-times without
adding excess inventory.

Citrix was quick to realize that designing a highly responsive supply chain is
critical, and so was the process to enable such responsiveness. The
company’s assessment was that depending only on forecasts was not the
right approach given the lack of predictability in customer demand. Instead,
the company focused on designing a lean-supply chain using kanban (Kmin
and Kmax settings). The Group Director of Hardware Operations, Fred
Tiso, says, “We realized that we needed visibility into all key metrics
including opportunities, backlog, materials on time delivery, kanbans,
average selling prices, costs, work in progress in a real-time fashion.” The
primary goal of the initiative was, according to Tiso, “to improve our
supply chain by aligning physical and logical worlds. We wanted each
physical disruption to show up in the logical order fulfillment flow.”

In order to enable the real-time visibility into all necessary process
metrics, Citrix Bl solution. This solution was deployed in a very short
time frame and has been in implementation for nearly six months. This Bl
solution has provided Citrix with real-time visibility into its highly demand
driven lean supply chain.

continued

Aberdeen Group

Fast Facts

\ Only 18% of Best-in-Class

companies have indicated
that they have online
visibility into sustainability/
green metrics (e.g.
environmental impact,
carbon footprint, energy
efficiency, etc.)

80% of Best-in-Class
companies have indicated
that they have lot-level or
item-level product
traceability

© 2010 Aberdeen Group.
www.aberdeen.com

Telephone: 617 854 5200
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Citrix Systems Manages Pull Based Lean Supply Chain Using a

SaaS Role Based Operational Bl Platform

The key success of this supply chain transformation has been more about
the adherence to the overall lean manufacturing process; however, the Bl
solution deployment has allowed Citrix to have a digital representation of
its complex supply chain and has helped it successfully manage the
transformation. As a result of these changes, Citrix has seen a several
gross margin points improvement. On material inventory Citrix went
from single digit turns to multiple digit turns, which has had a big positive
impact on cash. In addition, Citrix has also seen 99.9% on time delivery
for most orders.

Competitive Assessment

Aberdeen Group has analyzed the Best-in-Class, Industry Average, and
Laggard companies across the following categories: (1) process (the
approaches they take to execute daily operations); (2) organization; (3)
knowledge / information management; (4) information technology;
and (5) performance management. Table 3 summarizes this analysis and
aims to provide a guideline for best practices based on the Best-in-Class
performance across the key metrics.

Table 3: Competitive Framework

Best-in-Class Average Laggards

Performing root cause analysis
50% | 33% | 32%
Tracking actual total landed cost as shipment/order
progresses
60% | 20% | 16%
Process
Ability to analyze current level of supply chain risk exposure
53% | 35% | 30%
Role-based visibility views for other departments and
external supply chain partners
38% | 22% | 17%
.. Centralized supply chain management organization
Organization
82% | 71% | 67%
Using supplier/carrier performance scorecards using visibility
information
57% | 33% | 24%
Knowledge Online visibility into supply chain issues/ disruptions
48% | 39% | 34%
Online visibility into accrued supply chain costs
38% | 27% | 25%
© 2010 Aberdeen Group. Telephone: 617 854 5200

www.aberdeen.com Fax: 617 723 7897
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Best-in-Class ‘ Average Laggards
Automated features/ functionalities:
= Internal supply = Internal supply = Internal supply
chain chain chain
performance performance performance
dashboards - dashboards - dashboards -
51% 37% 30%
= External supply = External supply = External supply
chain chain chain
performance performance performance
scorecards - scorecards - scorecards -
55% 36% 22%
= Reports - 78% = Reports - 65% = Reports - 47%
= Analytics = Analytics = Analytics
(statistical (statistical (statistical
analysis, analysis, analysis,
Technology trending, route trending, route trending, route
cause analysis cause analysis cause analysis
etc) - 51% etc) - 45% etc) - 19%
= Supply chain = Supply chain = Supply chain
modeling (e.g. modeling (e.g. modeling (e.g.
what-if what-if what-if
scenarios, scenarios, scenarios,
network design, network design, network design,
etc.) - 36% etc.) - 28% etc.) - 7%
= Data = Data = Data
management management management
service (e.g. service (e.g. service (e.g.
automated alerts automated alerts automated alerts
if data are if data are if data are
missing or missing or missing or
erroneous) - erroneous) - erroneous) -
38% 23% 18%
Performance Cross-functional supply chain metrics

77% \

70%

58%

Capabilities and Enablers

Source: Aberdeen Group, February 2010

In order to successfully monitor, capture and analyze performance data in a
complex supply chain, top-performing companies across industries have
implemented a series of capabilities and software enablers to help them in
managing supply chain information.

Process

Root Cause Analysis
Companies that provide executives and top-level managers with insights
into business-level and operational metrics are better positioned to improve
supply chain performance. The ease with which this knowledge can be

© 2010 Aberdeen Group.
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managed also matters: executives are often short of time or skill to create
and properly execute complex data analysis tasks or time-consuming
reports. In the Supply Chain Intelligence: A Command and Control Center for
Managing Enterprise Performance study, executives at the Best-in-Class
companies (compared to executives at Industry Average and Laggard
companies) were:

e 25% more likely to create ad-hoc reports without help from IT

e 64% more likely to have the drill-down capability in their supply
chain Bl tools to determine causes of business challenges (root
cause analysis)

These capabilities help top managers obtain a comprehensive view of their
business, and make more encompassing estimates of business risks and
opportunities.

Supply Chain Risk Analysis

Best-in-Class companies are more likely to be strategically using data
obtained during supply chain monitoring to drive supply chain improvements
and estimate and analyze supply chain risks. Without visibility into current
and historic supply chain processes, a company wouldn't be able to
formalize the way it thinks about supply chain risks. While historical data
can be analyzed to develop long-term strategic risk assessment and planning,
day-to-day supply chain monitoring can help spot and mitigate more tactical
execution-related risks. Best-in-Class companies in this study excel in both
of these areas by being:

e 79% more likely than all others to have implemented a formalized
process for supply chain risk management (43% versus 25% among
Industry Average and 22% among Laggards)

e 61% more likely than all others to be able to analyze the current
level of supply chain risk exposure (53% versus 35% among Industry
Average and 30% among Laggards)

Tracking Actual Landed Cost

Visibility to current cost is a precursor to identifying process improvements
and delivering lower future cost. Here again Best-in-Class companies
outshine the rest by providing operational teams with visibility into actual
total landed cost as shipment/order progresses (they are over three times
as likely as all others to track actual landed costs in progress). This
advantage, coupled with better visibility to purchase order status,
contributes directly to delivering superior levels in the key metrics, such as
year-over-year landed cost reductions and on-time and complete shipments.

Knowledge Management

There are several knowledge management areas where Best-in-Class
companies showed superior performance:

© 2010 Aberdeen Group. Telephone: 617 854 5200
www.aberdeen.com Fax: 617 723 7897
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¢ Time-to-information: Best-in-Class performers in Aberdeen's
studies consistently report faster time-to-information in monitoring
supply chain events, with most of the differentiation relating to
international shipments. In this study, Best-in-Class companies are
31% more likely than all others to gain visibility into international
outbound shipments within hours (47% versus 36% respectively),
and 47% more likely than all others to gain visibility into
international inbound shipments within hours (as opposed to days
or longer).

e Granularity: Best-in-Class companies are 20% more likely than all
others to have either lot (batch/ set/ parcel) or SKU level of
visibility into its inbound pipeline inventory (46% versus 38%) and
39% more likely than all others to have either lot (batch/ set/
parcel) or SKU level of visibility into its outbound pipeline inventory
(68% versus 49%)

e Data quality: Best-in-Class performers dedicate a lot of effort to
making sure that the information exchanged is accurate and
complete, which enables them to make the right decisions for their
supply chain. In this survey, Best-in-Class participants are 85% more
likely than all others to report that data obtained during supply
chain monitoring is accurate over 90% of the time (48% versus
26%), and 57% more likely to say that it is accurate over 80% of the
time (77% versus 49%).

Technology

Today's global company is faced with a growing number of contact and flow
points across continents, countries, inbound and outbound flows, supply and
demand interactions, multi-tier movements, and customs checkpoints. To
cope with this complexity, most organizations have been moving toward a
more centralized supply chain management structure (with at least 67% of
companies [Laggards] and up to 82% of companies [Best-in-Class] currently
reporting it). On the systems side, in order to effectively manage such an
organization, there needs to be a centralized repository for supply chain
data, while employees from different departments need to be able to access
the necessary data in a timely manner.

Integrated systems and centralized data repositories are at the heart of
synchronized supply chain visibility as they ensure the uniform collection
and integration of supply chain event data. Most companies are still moving
towards a centralized data repository but are far from achieving this goal.
These companies will need to rely on supply chain Bl systems to integrate
information across internal and external platforms and trading partners.
They will also need to enhance collaboration and agility during tracking and
responding to the myriad of events that supply chain visibility entails. The
side bar quote from a medium-sized U.S. distributor illustrates the challenge
many organizations face to achieve integration.

AberdeenGroup

“We are bringing multiple
containers in from abroad, so
for us, supply chain visibility
means knowing where things
are while in transit. We are a
low-margin high-volume
business and have not
historically invested much into
supply chain systems. We are
owned by a large company and
mandated to use its systems for
some, but not all, processes,
which creates silos and makes
it difficult to gain adequate
visibility into our supply chain.
We do not currently have
integrated systems to provide
the level of visibility that we
need. Additionally, for our
company there is still a lot to
do on the supply chain process
improvement side, so we are
approaching this challenge from
a process perspective first,
before considering any
technology enhancements.
From a cultural perspective,
many people within the
organization are not yet aware
of the improvements that could
be made with better visibility,
so there is strong resistance to
change that will need to be
overcome.”

~ Medium-sized U.S.
Distributor

© 2010 Aberdeen Group.
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Tight centralized controls are necessary and companies of all classes have
recognized this through levels of centralization. A newer trend, however, is
around providing role-based visibility for internal and external partners -
where the gaps can be significant with the Best-in-Class almost twice as
likely as all others to leverage role-based visibility within the organization
and into external partners. This capability becomes critical in organizations
that operate in a distributed networked environment, with high levels of
collaboration with customers, suppliers, and other stakeholders. Case in
point: Cisco has recently reorganized its entire supply chain organization
into a customer focused customer value chain organization (read our recent
blog post on this topic by clicking here).

Within today's commercial solutions and enhanced through business
intelligence tools are automated decision support systems. For example, in
this study the Best-in-Class are 83% more likely than all others to have
automated exception alerts capability (55% versus 30% respectively). An
extension of exception management, automated decision making is
characterized by "selected exceptions" that are handled automatically within
the system by intelligent decision-making tools. Such tools, for example,
could be adaptive agents designed around key business rules and that may
even "learn" from recent exceptions/events. They can also include event
management capabilities beyond alerting, such as those that include built-in
workflow for addressing certain events. In this study, the Best-in-Class are
more than twice as likely as all others to have event management (tracking
+ escalation capabilities), compared to all others (44% versus 20%
respectively).

Dashboards and Scorecards

Multiple Aberdeen research studies have shown that Best-in-Class
companies are more likely to use internal dashboards to measure supply
chain performance, and external scorecards to measure their supply chain
partners' performance. Scorecards help companies formalize the evaluation
of supply chain partners’ performance in order to improve the supplier and
services provider selection process, potentially adopt performance-based
incentive programs, and improve overall supply chain partner relationships.

It is important to ensure the adequate quality of the data feeding the above-
described systems. Even if information is timely, it is worth nothing if it is
inaccurate. Best-in-Class performers dedicate a lot of effort to making sure
that the data exchanged is accurate and complete, which enables them to
make the right decisions for their supply chain. Best-in-Class performers in
this study are 85% more likely than all others to report that data obtained
during supply chain monitoring is accurate over 90% of the time (48% versus
26%). Some solution providers offer their customers help in cleansing the
data, or even embed the data cleansing capability into the systems.

© 2010 Aberdeen Group. Telephone: 617 854 5200
www.aberdeen.com Fax: 617 723 7897
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Fairchild Semiconductor Improves Control of its

Supply Chain Operations with a Consistent Focus on
Visibility and Supply Chain Intelligence

Fairchild Semiconductor is a global provider of semiconductor technology.
For Bob Scribner, director of global logistics and trade compliance, having
supply chain visibility means being able to track down company inventory
throughout the world. Supply chain visibility is a big focus for the
company’s Supply Chain group, which is responsible for global supply
chain planning and execution.

“Focusing on visibility is not new to us,” explains Scribner. “About eight
years ago, a decision was made to implement an advanced planning and
scheduling system. Once that system began delivering value, the logical
next step was to expand visibility beyond the core capabilities of the main
system. In the past few years there has been a concerted effort to more
effectively leverage the data from our supply chain systems to better
understand operations and analyze opportunities for improvement.”

Taking Supply Chain Business Intelligence (Bl) to the Next Level

The Supply Chain group started by pulling the data together in
spreadsheets, and has now been working with multiple Bl warehouses for
about two years. The data is then used for complex statistical modeling to
analyze and forecast overall supply chain performance.

Fairchild Semiconductor’s Supply Chain group has focused on the
following areas of supply chain Bl:

e On the logistics side, the company uses a best-of-breed Bl
solution to develop a global Bl warehouse that contains
transportation-related data.

e The second initiative has focused on supply chain planning and
demand management and has also relied primarily on Bl solution

“One of the key challenges we’ve faced in supply chain Bl initiatives has
been the difficulty in getting accurate and timely data to populate the Bl
warehouses. Although we have gained a significantly better view of
operations with efforts to date, our key focus now is on ensuring that the
data in the systems are the most accurate and relevant for supporting
supply chain decision making,” said Scribner.

continued
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Fairchild Semiconductor Improves Control of its

Supply Chain Operations with a Consistent Focus on
Visibility and Supply Chain Intelligence

He continued, “Historically, we were looking at the ‘tail of the dog’ and
not proactively looking at the business. VWe now have many tools to
enable monitoring of the business proactively. When things happen
unexpectedly, we are well positioned to respond to those disruptions. For
example, when the high volatility of market conditions in 2008 started
impacting our supply chain and the volumes were going down, we were
able to react quickly: as a result, our inventories remained under control,
and we were able to work proactively with our customers on optimally
adjusting the shipment plans. This success can be attributed both to our
long-standing commitment to improving supply chain visibility, and to the
support of the tools we have in place, which enable us to do many things
we could not do five years ago.”

Hea

Performance Management

Having cross-functional properly structured metrics is a requirement
supported by vast research (including past Aberdeen studies); and it is also
the main focus of industry standardization efforts (e.g. Supply Chain
Council's SCOR model). Executives looking for supply chain excellence
must incorporate metrics that balance conflicting goals across the company.
Best-in-Class companies in Aberdeen's new study Supply Chain Visibility
Excellence: Reduce Pipeline Inventory and Landed Cost (December 2009) are
about 33% more likely than Laggards and about 10% more likely than
Industry Average companies to integrate cross-functional supply chain metrics.

“We are currently developing an enhanced measurement system for our
suppliers, based on fill rates and on time delivery metrics. As a
manufacturer, we get measured on this by our own end customers, so we
want to hold our suppliers accountable for the same goals. Our own
internal supply chain operational metrics are established by our top
management, as the supply chain organization has a high profile within our
company. Our management, including the CEO, understands the importance
of an efficient supply chain and keeps a close watch of our supply chain
performance,” says a director at a US-based manufacturer of consumer
durable goods.

rte-Hanks
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Aberdeen Insights — Technology

When asked how companies plan to improve supply chain visibility
software capabilities, responses included:

Improve data quality and timeliness of status messages - 66%
Enhance analytics capabilities - 56%

Add warning alerts if actual events deviate from plan - 46%
Incorporate additional status events - 40%

Increase the number of trading partners providing status
information - 40%

Add escalation policies to help manage alerts - 30%

Best-in-Class respondents were 21% more likely than all others to focus
on improving the analytics capabilities. Supply chain analytics (e.g.
dashboards showing on-time versus late shipments along with detailed
shipment information, charts and graphs with information on current
shipment location and accumulated landed costs) are contributing to
more effective decisions, improving both the quality of supply chain
decision-making and time-to-response.

As a result of superior process and technology capabilities, coupled with
a stronger focus on data quality and timeliness, Best-in-Class companies
are between 19% and 42% more likely to respond to non-catastrophic
supply chain disruptions within hours. The biggest differentiation is on the
international inbound side: 51 %of the Best-in-Class report this ability,
versus 36% of all others. This means that if, for example, a shipment gets
held up at a foreign port, they will be notified of this delay within hours
and will not miss the opportunity to re-plan the route or resolve the
issue fast enough to have the cargo shipped within the acceptable time
window.

AberdeenGroup
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Chapter Three:
Required Actions

Companies should consider the following recommendations aimed for Fast Facts

improving their supply chain performance management capabilities: \' Fifty-nine (59%) percent of

Best-in-Class companies are
involved in online trading

Laggard Steps to Success

¢ Improve supply chain visibility and integration. With improved partner collaboration
operational efficiency in mind, companies need to focus on how to \ Sixty-one (61%) percent of
use supply chain visibility data to drive responsiveness in their supply Best-in-Class companies
chains. Specific areas of improvement should be prioritized - for currently use a visibility
example, distribution or warehousing processes, in-transit shipment system from a freight
tracking, visibility into competitive carrier rates or monitoring forwarder

logistics bottlenecks. Once the initial level of visibility is established,
companies should examine ways to extend visibility to their suppliers
and customers and obtain appropriate tools for tracking supply chain
performance and managing an efficient workflow.

¢ Move from just having visibility into processes to taking
control over them. Being able to take control of or respond to
disruptive events is critical for top-performing companies to
differentiate themselves further from their competitors. Control can
be achieved with the help of tools such as workflow and escalation
mechanisms in addition to mere tracking of events, setting up role-
based alerts, and increasing the use of supply chain Bl. Enhanced
supply chain business intelligence capabilities are required to better
understand supply chain processes and trends and take control of the
long-term business outcomes. By having the tools that extend beyond
mere monitoring, companies enable their supply chain managers to
react to disruptions and resolve issues more effectively.

Industry Average Steps to Success

e Provide visibility for executives into critical supply chain
operational metrics and the connection between critical
business / financial metrics and supply chain operational
metrics. Today's executives at Best-in-Class companies are more
likely to be in close touch with the state of affairs across the
enterprise, including supply chain and manufacturing operations and
their impact on the overall business performance. With globalizing
supply chains becoming more of a differentiator for truly global 2 st
century firms, executives now need to closely look at supply chain
management dynamics. Executive dashboards need to allow for drill
down into higher-level metrics to view more granular supply chain
operational metrics.

e Improve the use of cross-functional supply chain metrics.
Both within the enterprise and externally, taking a cross-functional
look at the siloed processes can offer better insight into true
performance levels. Companies should work to develop and enforce
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cross-departmental performance metrics; companies should also
use this approach in developing supply chain partner performance
measurement strategies and negotiating supplier terms.

Best-in-Class Steps to Success

Aberdeen Insights — The Need for Role-Based Operational Bl

Top performers take into consideration the business roles of
professionals who are responsible for key decisions and may be the users
of supply chain Bl software tools. In the current study, Best-in-Class
companies are almost twice as likely as all other companies to
leverage role-based visibility within the organization and into
external partners.

Improve supply chain business intelligence technology
capabilities. In order to successfully monitor, capture and analyze
performance data in a complex supply chain, top-performing
companies across industries have implemented a series of capabilities
and software enablers to help them in managing this mass of
information. Having supply chain business intelligence technology that
is designed to integrate data and event flows across departments,
functions and roles within the global enterprise is an advantage when
compared to an infrastructure that does not allow for such robust
connectivity and performance analysis. These supply chain Bl systems
integrate information across internal and external groups and trading
partners and help supply chain professionals in responding to the
myriad of events during supply chain planning and execution. Top
performers are significantly more likely to have adopted such
automated enablers, from supply chain performance dashboards and
reporting, to advanced analytics and role-based exception alerts.

Examples included in this report highlight the role of operational Bl in
improving business performance:

In the case of Fairchild Semiconductor, utilizing supply chain
operational Bl allowed the organization to move from looking at
the ‘tail of the dog’ to proactively analyzing its business
performance. "We now have many tools to enable monitoring of
the business proactively. When things happen unexpectedly, we
are well positioned to respond to those disruptions," said Bob
Scribner, director of global logistics and trade compliance.

In the case of Citrix Systems, Bl solution deployment has allowed
the company to have a digital representation of its complex supply
chain and has helped it successfully manage the large-scale
transformation towards lean supply chain operation.

continued
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Aberdeen Insights — The Need for Role-Based Operational Bl

In choosing the levels of capabilities that should be accessible by different
organizational roles and stakeholders, companies need to accurately map
supporting Bl tools to the correct roles within the enterprise (read
Aberdeen's report Supply Chain Intelligence: A Command and Control Center
for Managing Enterprise Performance, for more information on various
layers of supply chain Bl):

I. High-level / KPI reporting (or "overlay") tools - most
relevant to C-level executives and top-level directors.
These applications should provide mapping between operational
supply chain metrics and financial metrics, and allow drill-down
capabilities into lower-level metrics.

2. Analytics / data-intensive analytical reports - most
relevant to specialized data analysts. These applications
should provide advanced analytics capabilities (including historical
analysis and forward-looking estimates) for supply chain
specialists, with the ability to perform root cause analysis and to
drill down into specific business areas. These applications should
provide significant levels of configuration flexibility for modeling
business metrics. It is important that today's state-of-the-art
analytics systems allow for more and more capabilities to become
'externalized,' i.e. reflect the results of this complex performance
analysis in the dashboard layer, and deliver information that is
easily understood by business users. Service-Oriented
Architecture (SOA) and Web 2.0 technologies are among the
enablers of these capabilities.

3. Embedded analytics / Bl tools incorporated into other
functional supply chain applications (e.g. S&OP,
transportation, global trade management of visibility systems),
business analysts, or mid-level supply chain / operations
managers for which Bl is not a primary job responsibility
(users of intelligence). These applications should provide add-on
capabilities for business analysts and lower-to-mid-level managers
involved in various roles within the organization. For example, an
inventory planner's main goal is to minimize inventory held while
maximizing customer service levels. The primary solution used for
this purpose may be the use of spreadsheets, ERP systems or an
inventory optimization solution. As a secondary 'helper,’ Bl
capabilities built into these solutions are necessary to highlight
areas within the organization where more attention has to be paid
for inventory improvements.
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Appendix A:
Research Methodology

In November and December 2009, Aberdeen Group conducted a cross-
industry survey of 209 enterprise professionals in supply chain,
procurement, and manufacturing, with a focus on supply chain visibility and
business intelligence. The first report that was published based on this
survey was Supply Chain Visibility Excellence: Reduce Pipeline Inventory and
Landed Cost (December 2009). The current report is based on Bl-related
findings from the referenced survey. Data analysis was supplemented by in-
depth interviews on the role of supply chain BI.

Responding enterprises included the following:

e Job title: The research sample included respondents with the

following job titles: C-level/ SVP/VP - 25%, Director — 21%, Manager

— 38%, and Other - 16%

e Department / function: The research sample included respondents

from the following departments or functions: logistics / supply chain

- 53%, procurement- 9%, IT- 9%, and other - |3%.

o Industry: discrete industries - 46%, process industries - 22%, all
others - 35%.

e  Geography: The majority of respondents (61%) were from North
America. Remaining respondents were from Europe (20%), the
Asia-Pacific region (14%), Middle East, Africa 3% and South/Central
America (2%).

e Company size: Small (<$50m) - 22%, lower mid-size ($50m - $500m)

—~25%, upper mid-size ($500m-$5b) - 31%, large (>$5b) - 22%.

e logistics Service Provider and 3PL usage:15% - | in use, 37%- 2 to 5
3PLs in use, 26% >5, 22% - None

Study Focus

This report focuses on
execution-related
responsiveness in the supply
chain (i.e. logistics,
transportation, and other
shipment- and distribution-
related tasks) and the role of
visibility in making these
processes more efficient.
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Table 4: The PACE Framework Key

Overview

Aberdeen applies a methodology to benchmark research that evaluates the business pressures, actions, capabilities,
and enablers (PACE) that indicate corporate behavior in specific business processes. These terms are defined as
follows:

Pressures — external forces that impact an organization’s market position, competitiveness, or business
operations (e.g., economic, political and regulatory, technology, changing customer preferences, competitive)
Actions — the strategic approaches that an organization takes in response to industry pressures (e.g., align the
corporate business model to leverage industry opportunities, such as product / service strategy, target markets,
financial strategy, go-to-market, and sales strategy)

Capabilities — the business process competencies required to execute corporate strategy (e.g., skilled people,
brand, market positioning, viable products / services, ecosystem partners, financing)

Enablers — the key functionality of technology solutions required to support the organization’s enabling business
practices (e.g., development platform, applications, network connectivity, user interface, training and support,
partner interfaces, data cleansing, and management)

Source: Aberdeen Group, February 2010

Table 5: The Competitive Framework Key

Overview

The Aberdeen Competitive Framework defines enterprises  In the following categories:
as falling into one of the following three levels of practices  Process — What is the scope of process

and performance: standardization? What is the efficiency and
Best-in-Class (20%) — Practices that are the best effectiveness of this process?

currently being employed and are significantly superior to Organization — How is your company currently
the Industry Average, and result in the top industry organized to manage and optimize this particular
performance. process?

Industry Average (50%) — Practices that represent the  Knowledge — What visibility do you have into key
average or norm, and result in average industry data and intelligence required to manage this process?
performance. Technology — What level of automation have you
Laggards (30%) — Practices that are significantly behind  ysed to support this process? How is this automation
the average of the industry, and result in below average integrated and aligned?

performance. Performance — What do you measure? How

frequently? What'’s your actual performance?

Source: Aberdeen Group, February 2010

Table 6: The Relationship Between PACE and the Competitive Framework

PACE and the Competitive Framework — How They Interact

Aberdeen research indicates that companies that identify the most influential pressures and take the most
transformational and effective actions are most likely to achieve superior performance. The level of competitive
performance that a company achieves is strongly determined by the PACE choices that they make and how well they
execute those decisions.

Source: Aberdeen Group, February 2010
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Appendix B:
Related Aberdeen Research

Related Aberdeen research that forms a companion or reference to this
report includes:

e  Supply Chain Visibility Excellence: Reduce Pibeline Inventory and Landed
Cost; December 2009

e Demand Management: Enabling Sell Side Collaboration to Improve Sales
Revenue; November 2009

e The Supply Chain Executive's Agenda 2009: Weathering the Recession;
July 2009

e  Boosting Process Industry’s Supply Chain Performance: a Case for Visibility
and Control: December 2009

Information on these and other Aberdeen publications can be found at
www.aberdeen.com.

Authors: Viktoriya Sadlovska, Researcher, Product Value Chain Benchmarking
& Analysis (viktoriya.sadlovska@aberdeen.com);

Nari Viswanathan, VP/ Principal Analyst, Supply Chain Planning
(Nari.Viswanathan@aberdeen.com)

Since 1988, Aberdeen's research has been helping corporations worldwide become Best-in-Class. Having
benchmarked the performance of more than 644,000 companies, Aberdeen is uniquely positioned to provide
organizations with the facts that matter — the facts that enable companies to get ahead and drive results. That's why
our research is relied on by more than 2.2 million readers in over 40 countries, 90% of the Fortune 1,000, and 93% of
the Technology 500.

As a Harte-Hanks Company, Aberdeen plays a key role of putting content in context for the global direct and targeted
marketing company. Aberdeen's analytical and independent view of the "customer optimization" process of Harte-
Hanks (Information — Opportunity — Insight — Engagement — Interaction) extends the client value and accentuates the
strategic role Harte-Hanks brings to the market. For additional information, visit Aberdeen http://www.aberdeen.com
or call (617) 723-7890, or to learn more about Harte-Hanks, call (800) 456-9748 or go to http://www.harte-hanks.com.

This document is the result of primary research performed by Aberdeen Group. Aberdeen Group's methodologies
provide for objective fact-based research and represent the best analysis available at the time of publication. Unless
otherwise noted, the entire contents of this publication are copyrighted by Aberdeen Group, Inc. and may not be
reproduced, distributed, archived, or transmitted in any form or by any means without prior written consent by
Aberdeen Group, Inc. (071309b)
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