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What is Supply Chain Management?

Linking Supply Chain & Finance?
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e.g. reduce cost by
sourcing in far East
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e.g. increase market 
share by extending
product portfolio



SCM = SCM = SCM = SCM = balancingbalancingbalancingbalancing thethethethe SC SC SC SC triangletriangletriangletriangle of service, of service, of service, of service, costcostcostcost and cashand cashand cashand cash

e.g. reduce inventory
by lowering safety
stocks



SCM = SCM = SCM = SCM = balancingbalancingbalancingbalancing thethethethe SC SC SC SC triangletriangletriangletriangle of service, of service, of service, of service, costcostcostcost and cashand cashand cashand cash

Focus/incentives in a 
typical production
company …



SCM = SCM = SCM = SCM = balancingbalancingbalancingbalancing thethethethe SC SC SC SC triangletriangletriangletriangle of service, of service, of service, of service, costcostcostcost and cashand cashand cashand cash

Resulting pressure in 
the triangle



BalancingBalancingBalancingBalancing thethethethe triangletriangletriangletriangle = = = = optimizingoptimizingoptimizingoptimizing ROCEROCEROCEROCE

Aligning the supply
chain triangle is about
maximizing ROCE

Top-line

EBIT

ROCE



What is Strategy? Linking Supply Chain, 
Strategy and Finance?



Michael Porter - 2 options:
- cost advantage
- differentiation advantage

Treacy & Wiersema – 2 options 
for differentiation
- Best total solution advantage
- Best product advantage
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Different strategies lead to different trade-offs in the Supply Chain Triangle!!!
� Different strategies lead to different targets for key financial metrics!!

Differentiation Leader

Cost Leader



Strategy-Driven S&OP Dashboard
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ROCE

EBIT

Net Sales

1041M€
� 144M€ vs Y-1 

� 41M€ vs budget

7,53%

� 2,49% vs Y-1

� 0,47% vs budget

13,49%

� 5,17% vs Y-1

� 0,40% vs budget

%SalesOfNew

33%
� 8%

Price Point

+23%
� 2%

COGS

69,95%
� 1,95%

SG&A

23,84%
� 0,16%

CCC

127d
� 23d

Fixed Assets

271M€
�1M€

DIOH 117d � 13d

DSO 66d � 4d

DPO 56d � 6d

On time in full

90%
� 5%

Lead Time

3wk
� 1wk

Sale 0M€

Depr 10M � 0M

Inve 11M � 1M

G&A 4,82% � ,16%

S&M 11,81% � ,31%

R&D 7,20% � ,30%

IL 9,55% � ,45%

DL 17,9% � 1%

DM 42,5% � 3%

#NPI

43
� 2

Supplier OTIF

77%
� 18%

OEE

88%
� 10%

Cycle Time

3
� 1

OEE

88%
� 10%

Orderbook

222Mi
� 22Mi
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Account for strategy
when setting targets!!

You can’t have the inventory of the
Cost leader with the Margin of the

differentiation leader!!
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Benchmark with strategy
peers … how does our

growth compare?

How does our EBIT 
improvement compare?




