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Why do some find it so challenging to manage their supply chains? SCM pro brings 
you the first of a series of articles on managing supply chains by Raymon Krishnan, 
Joe Lombardo and Stephanie Krishnan.  This article focuses on  on optimising 
Supply Chain performance.
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As Supply Chains are 
complex, and are be-
coming increasingly 
challenging with ad-

ditional stresses from globalisa-
tion, increased trade compliance 
pressures and customer demands.  
This is a sentiment that is echoed 
across many industries, and con-
versations often centre around this 
complexity.

The problem of managing com-
plexity within supply chains is one 
that is evidenced by business per-

formance and results. Customer 
surveys and feedback can show 
spikes of dissatisfaction, which 
direct a manager’s focus on spe-
cific incidents but distract from 
analysis of trends that can point 
to causes of problems, rather than 
management of crises. 

This is the first article in a se-
ries which will look at managing 
supply chains holistically. We start 
this by first identifying that some 
business leaders find it difficult to 
manage their supply chains effec-
tively. Is it really due to the com-
plexity of the supply chain or is 
there something more fundamen-
tal within the organisation

Reading the signals
The pleasant hum of what we think 
is an efficient organisational ma-
chine can be shattered by a strong 
complaint from a customer. Poor 
service performance or failure to 
meet a crucial KPI can cause us to 
start down the path of a fix to the 
immediate problem at hand, where 
the problem must be addressed, 
assurances must be made and the 
blame game begins. 

Signals are the first alert that 
attention is needed, and many 
supply chain manager’s primarily 
daily focus is dealing with these 
signals - lurching from one crisis to 
another. These signals can encour-
age a silo mentality, reducing the 
organisation’s ability to recognise 
the internal and external signals 
that give an indication of a prob-
lem in the works. 

Must we wait for that external 
signal before we realise there is an 
issue? Having our daily routines 
prioritised by customer complaints 
is not only draining to morale, but 
highly inefficient and ineffective 
use of a true supply chain man-
ager’s time. Reducing impact on 
external customers is usually the 
result of an increase in awareness 
of the internal signals from our 

systems - the key is being able to 
read them.

The internal signals are the 
most obvious and yet they are the 
ones so frequently missed or dis-
missed as they may not be attribut-
ed to logistics functions or supply 
chain issues. We see the internal 
signals all the time - increasing 
staff turnover, open disagreements 
& squabbles amongst department 
managers, controversial and uni-
lateral decisions at the expense of 
others, poor communications and 
even imposing spontaneous deci-
sions by senior or high ranking 
directors. 

Supply chains are systems - 
interrelated parts that function 
together to achieve a common 
goal. Continual failures in the 
form of complaints from custom-
ers often stem not from a func-
tion of the supply chain, but 
rather from the dysfunction of 
the system. Rather than focus-
ing on the relationships between 
components of the system and 
the working of the supply chain 
system as a whole, we focus on 
the parts. Usually these parts are 
easier to understand and address 
- the warehouse, or the customer 
service department - and quicker 
“solutions” often propose them-
selves. If we continue to apply 
similar solutions, how can we but 
fail to get similar, disappointing 
results?

Where is the problem?
Internal signals are often pointed 
to and identified as the cause of 
the problem. Taken alone they 
may appear as causes, however 
independent signals considered 
one-by-one can mask much larg-
er issues. If we take a wider view 
of the system as a whole, then 
ultimately we must attribute the 
reasons for a dysfunctional or 
under-optimised supply chain to 
the key decision-makers of the 

 n INSIGHT       n KNowledGe        n SURVeY        n ACAdeMIC AdVoCACY       n HUMAN ReSoURCe



 Knowledge

36 SCMPr   July 2014

Can we identify these diver-
gences in the supply chain?
There are several factors that can 
contribute to a divergence. Some 
of the more common causes can be 
attributed to:

1. Organisational changes
2.  Changes in adequacy of skills 

and competency
3. Economic and financial changes
4.  Changes in suppliers and pro-

curement policies, resulting in 
changes in supplier service & 
quality performance

5.  Transformation in delivery 
models - in-house versus out-
sourced and/or moved to low 
cost area

6.  Customer-differentiated re-
quests, resulting in changes to 
demand levels, performance 
and reaction times

It will be evident that not only 
have there been new imbalances 
introduced in the supply chain, 
but also different expectations 
from participants within the sup-
ply chain. Changes could also see 
a new demand for fast and aggres-
sive KPIs. These may in-turn be in 
conflict or collision with the exist-
ing ones, resulting in departments 
with conflicting objectives. These 
conflicts can be a key indicator 
of divergence in the supply chain, 
and a signal that participants need 
to be brought together to re-estab-
lish common objectives in order 

organisation, as they ultimately 
should have enterprise-spanning 
(or supply chain-spanning) per-
spectives that should allow for 
patterns to be spotted. Are cus-
tomer complaints related to high 
staff turnover? Are poor internal 
communications related to de-
clining sales? 

Systemic problems may only 
become apparent when some dis-
tance is given between the sig-
nal and the solution, and when 
multiple signals from a variety of 
sources are able to be evaluated 
with a true systems thinking ap-
proach.   

Operational personnel who are 
responsible for logistics and other 

functions within supply chains 
must continue to support the 
business, ensure continued op-
erations and put out fires as they 
occur. It is the responsibility of 
business leaders to ensure that a 
control-tower approach is taken, 
operational activities are aligned 
with the overall business strategy, 
and signals are monitored col-
lectively to ensure that systemic 
problems can be identified and 
solved. 

Failure to align activities and 
ensure that a control-tower is ef-
fectively in place to monitor per-
formance and identify issues will 
result in a wider divergence be-
tween company objectives and 
supply chain functionality and 
performance.

to ensure supply chain continuity 
and growth.

Can we fix the problem 
quickly?
Managing the corrective factors to 
re-align the divergence will require 
major effort by the organisation 
and solid management leadership. 

How many organisations are 
willing to this, is however the 
question. A lack of understand-
ing of what Supply Chain really 
is, other commercial pressures and 
a slew of other distractions often 
result in little or insufficient effort 
and resources being given to this 
crucial area.

As a supply chain can touch 
many departments, functions and 
people in the organisation, man-
aging changes needs to be a struc-
tured process. If done haphazardly 
it could result in even more dif-
ficulties in managing corrective 
actions. The people factor is still 
a high influencer in the effective 
management equation. 

In a supply chain we can ex-
pect to see many clusters of opera-
tions, people, processes, systems & 
resources. If all of these areas are 
experiencing some difficulties and 
internal turbulence, then we can 
only expect to see problems rid-
dled throughout the entire supply 
chain.  

Managers often resort to 
“quick fix” solutions to fix prob-
lems.  This can lead to a weakened 
culture of problem solving and 
the opportunity to better under-
stand and address the root cause 
of issues.  

The result of “quick-fix” or “fire-
fighting” due to business pressures 
or in some cases the lack of know-
how or empowerment of managers 
in supply chains is detrimental in 
the long run.

Adding more resources to fix 
the individual issues or to imme-
diately cut a process or resource to 

Business leaders find it difficult to manage 
their supply chains effectively. Is it really due 
to the complexity of the supply chain or is 
there something more fundamental within the 
organisation that needs to be addressed?
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avoid any potential crisis is simply 
reacting. Reactive solutions do not 
usually add any effective long term 
value to supply chain deliverables 
nor the enterprises performance 
goals. 

So why is Supply Chain Man-
agement, something that has been 
around for more than a decade, so 
complex and difficult to manage 
effectively?

The contributing factors to 
this question are many. Often, as 
alluded to earlier is the there is 
simply a lack of understanding of 
what a supply chain is, and how 
it is intended to work in and be-
tween organisations. 

The ability of business proc-
ess owners to understand the big 
picture is weakened when there 
is no alignment to the manage-
ment strategy. If the link be-
tween the business strategy and 
the supply chain are not clear 
within the organisation, it likely 
that this is also not clear to the 
management. Consequently the 
leadership and priorities to mak-
ing the supply chain work effec-
tively, are neither visible nor seen 
as relevant to the business strat-
egy and therefore success of the 
organisation. 

It is a reality that business mod-
els change and evolve to suit the 
conditions in their market envi-
ronment. If these dynamics are 
not effectively coordinated across 
the entire organisation, the natural 
tendency will be to see departmen-
tal or functional silos grow and 
independent “sub-organisations” 
emerge. This is where we will see 
performing results optimised at 
departmental levels but under-
performing at the overall company 
level. 

The supply chain manage-
ment challenge
As we analyse more closely the 
organisational dynamics, func-

tional structures and management 
roles, we will identify where the 
problems and difficulties arise in 
managing the supply chain. 

The problems and diff icul-
ties to effective management lie 
fundamentally in the misalign-
ment of key business processes, 

and the imbalances in the per-
formance capabilities of the or-
ganisation. 

These misalignments and 
imbalances are the direct con-
sequence of both the lack of fo-
cused management leadership, 
and in the various independent 
changes made by stakeholders 
in the supply chain. Attention to 
these key elements, will immedi-
ately transform the organisation’s 

performance capabilities. 
It may be surprising to read 

that these basic conceptual fail-
ings are being experienced in 
many companies, large and 
small. Left unaddressed for too 
long (as is often the case) realign-
ment to restore the correct bal-

ance at later stages of strategic 
development will be costly and 
time-consuming. 

All is not lost however. If 
every CEO or Senior Executive 
decision maker take a direct in-
terest and commitment to work-
ing with the supply chain profes-
sionals in their organisation this 
backbone of any organisation 
can be made to perfume at its 
optimal level.

In Part 2 of this 6 partseries we will elaborate on the principles of 
managing supply chains. 

At the end of the day, business decision makers and supply chain 
professionals will better understand the value of a supply chain structure 
that supports the business goals of the organisation. 
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Failure to align activities and ensure that a 
control-tower is effectively in place to monitor 
performance and identify issues will result in a 
wider divergence between company objectives 
and supply chain functionality and performance. 
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