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Summary

Supply Chain Network Practices

The Supply Chain Network Design Practices Report provides key
Consortium data trends and highlights. Overall, the survey finds that
most companies have considerable interest in supply chain
networks. This is due to the significant cost and service factors that
are impacted by network designs.

Network models have grown in complexity and the analysis can no
longer be accurately completed using a spreadsheet. Planning
models are now required to evaluate the impact of incentives, taxes
and duties, as well as other significant supply chain cost factors.
This year’s data indicates significant changes in network design
practices in comparison to previous years.
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Supply Chain Network Trends

Network Level of Optimization
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« Arelatively small percentage of respondents view their supply
chain networks as optimized, but many feel they are close. Both
of these percentages are declining over time as expectations
iIncrease and networks get more difficult to model.
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Supply Chain Network Trends

Use of Internal or External Resources

- More than half (53%) of the
respondents use external
resources when performing a
network study.

There is a slight trend toward
more companies using external
resources for network studies
than in past years.

This is believed to be the result of
limited internal resources and
more complex supply chain
networks.
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Supply Chain Network Trends

Network Planning Horizon

- The average planning horizon is 4.6 years, with a range of 2 to
15 years.

There is a significant trend toward reducing the planning
horizon used for network studies. Data from 2011 shows less

than a 4-year planning horizon, which is often used for analysis
purposes.
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Supply Chain Network Trends

Time-Based or Event-Based Network Design?

 The trend is toward more event-based network planning
activity, either in anticipation of an event (such as a merger
or acquisition, a major product introduction or other supply
chain transformation). Often the network planning activity is
after the event when the full extent of change is understood.

 Over the past 2 years, the length of time between network
studies has dropped from 2 years to 18 months. In some
organizations, network planning is viewed as a continuous
process to keep up with shifting demands

e This again points to the complexity of today’s supply chain
networks and a fast-changing business environment.
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Supply Chain Network Trends

Network Planning Requirements

Today’s network tools meet most of the requirements that
are placed on the design process, but overall, users are
not as satisfied with the solutions today as they were 2
years ago.

Two years ago 31% of respondents were satisfied that
their design tools met all their requirements, versus 8%
today.

This likely has something to do with new sophisticated
tools being used to analyze complex supply chain
networks.
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Distribution Network Trends

Network Design Tools

e More than two-thirds (68%) of
respondents use some form of
automated tool to perform
network analysis.

 Today’s network design
solutions are more likely to be
simulation-based studies than
ever before, and the complexity
of the models have greatly
Increased over time.
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Distribution Network Trends

Network Design Tools

- Most network design studies are completed with purchased
software, whether by internal resources or outside help.

- Few companies are using in-house developed tools at this
point, as the models have grown more dependent on
sophisticated algorithms and extensive data requirements.
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Network Risks and Goals

Network Consideration of Risks

Overall risk factors to networks are still not strongly
considered in network design studies. However, the data
clearly indicates that risk factors are more a part of
network analysis than ever before.

Labor disruptions are at the top of the list of risk issues
considered in network analysis, followed by weak links in
the supply chain, capacity shortages and disruptions of
flow.

In today’s environment some consideration of risk
associated with the supply locations is believed to be a
requirement by survey respondents.
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Network Risks and Goals

Network Optimization Goals

- Cost minimization is the top priority of
almost all companies performing a
network analysis.

- Cost is followed by the goals of
customer service improvement and
minimizing capital outlay.

- The trend is toward designs that
greatly reduce costs, as well as meet
customer service needs and can be
achieved quickly with available assets
or through outsourcing.
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Conclusions

- Network design practices are becoming more sophisticated to
match the complexity of the networks they are modeling.

- More often than not outside resources and outside created
tools are being used to perform network studies. Expertise in
all aspects of cost and network performance are needed to
complete a useable analysis.

- Network planning horizons are shrinking from historically 5-10
years to less than 4 years.

- The trend is toward event-based network studies versus time-
based studies as the pace of change continues to accelerate.

- The sophistication of network modeling tools and the use of
purchased tools is increasing. It is not uncommon to use
simulation tools for today’s network designs.
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Conclusions

- Risk factors, such as labor
Issues and disruptions in flow
are not receiving an adequate
amount of consideration.
Typically these factors are
considered outside of the cost
and service level models.

 Cost reduction remains the
highest priority for doing
network studies and is typically
given the highest weighting Iin
the modeling process, followed
by service level concerns.
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Report Authors

To learn more about benchmarking and best practices, additional resources are available to members
through the Supply Chain Consortium: www.supplychainconsortium.com

Qualified companies may join the Supply Chain Consortium’s LinkedIn or Xing Group:
www.supplychainconsortium.com/rc/connections.asp
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