Executive Summary

Supply Chain Improvement Programme

Introduction

1.1 This document presents the findings of an evaluation of the Supply Chain Improvement Programme.  The research was undertaken during May 2004. 

Participation & Design

1.2 Seven firms participated on the programme.   These were mostly companies operating in electronics component markets but one firm was in the healthcare equipment market segment.

Overview

1.3 The research indicates that the Programme was influential for the firms that participated.  These firms had a need to adopt improved supply chain management techniques but were not always clear what to do.  Equally, all of the firms were experiencing sales growth, with around half experiencing significant sales growth - these same firms were also investigating the scope to create new global supply chains for their products and three were under pressure from key customers to take this action.

1.4 It was clear from our interviews that this was an unusual group of firms:

 Their management teams were ambitious, were driving their growth and had a global perspective both on customer markets and their supply base

 There was a strong culture of collaboration with both suppliers and customers

1.5 Although just seven firms were recruited, the profile of these firms was unusual. All firms noted the harsh trading conditions they had encountered previously but notably four had seen at least 100% compounded growth in sales over the last two years.  These firms were growing very rapidly (albeit from different bases) and supply chain issues were an important influence on this

1.6 The Programme was particularly influential for all but one of the firms, especially those engaged in expanding their supplier base (and those of their customers) abroad. 

1.7 It is likely to be difficult to source a similar profile of firms should the Programme be repeated.  The benefits derived in the future may therefore be more limited.

Objectives

1.8 There were no objectives specifically identified in the PAG paper.  However, there were a number of desired outputs:

 A “Sustainable Framework of Practical Support” in e-SCM and e-procurement

 Increased e-procurement practice within the Scottish Business Community

 Links to academia and Research

 Consistent Project Methodologies, tools, processes and impact metrics

 Greater efficiencies in SE Network costs for intervention to stimulate eBusiness.

1.9 In terms of achievements: A framework was developed; There was a limited increase in the level of e-procurement; There were improvements in links to the academic community in that two of the three consultants were based at the University of Strathclyde; The methodology was strong on tools, processes and impact metrics – comparable and consistently prepared performance benchmarks were core characteristics of the SCIP.
Training of Consultants

1.10 Overall the material was considered by the consultants to be of good quality but the delivery was ‘dry’.  There is scope to elongate the training process but to have shorter days.  The consultants found the training relatively tiring, especially the evening sessions

1.11 Consultants derived considerable value through interacting with their peers.  There maybe scope to introduce more case study interaction that would build on this.

Promotion, Recruitment & Baseline

1.12 We understand that promoting firms proved difficult in that approximately 90 firms were contacted but just seven firms participated.  That said, the right firms were selected – their profile fitted the requirements of the Programme. There was a notable time lag between the consultants completing their training and the recruitment of firms.  Consultants indicated that they lost some momentum in terms of delivery as a result of this gap.  This was not viewed as being a serious issue but was felt to be an important one.

1.13 When the requirements for baseline data were described to firms, they appeared to understand these relatively well.  However, in practice, firms found it particularly difficult to gather the data in the format required for SCIP. 

The process: Firms and Counsellors

1.14 The process comprised almost entirely of group-based workshops in firms and most data gathering was completed in the workshops. This was considered to be a good use of time but consultants found it difficult to get detailed benchmarking information at meetings.  Time was needed off line to work one to one with the Finance and Production managers in order to collect the necessary data. 

1.15 Consultants were considered flexible.  Generally, flexibility was viewed by firms as being a critical success factor for consultants.  Consultants who tailored the SCIP process received higher satisfaction rating from firms.

Benchmarking and Action Planning

1.16 These firms achieved very good benchmarks.  It was therefore hard to motivate them to take action to address their weaknesses.  

1.17 It was relatively difficult to identify if action plans had been produced.  Firms were clear that there were outcomes attributable to their participation – these were broad ranging: The objective of three of the firms was to establish an on-line facility to share production information speedily – this was achieved; One firm had not progressed beyond the benchmarking stage (the project was effectively still live) and another had not become engaged until relatively recently – the availability of key staff was an issue for both these firms as their turnover was increasing rapidly and staff were travelling; One firm investigated scope to establish a new business function; One business focused on educating staff on the definition of their supply chain and how it might be managed; 

1.18 Although it was difficult to identify formal action plans, the programme appears to have been extremely influential.  Four of the firms had established or investigated overseas supply chains in the USA, China and Singapore.

1.19 It is clear from our interviews, that that the material covered on the programme had a significant influence on six of the firms during their periods of growth. This is particularly true of those who established supply chain links abroad.

Benefits and Impact

1.20 Attribution is a key issue for impact.  None of the firms made a direct and full attribution to the support they received or their participation on SCIP.  Firms indicated that they had gained new insights and knowledge on what comprised their supply chains, how much their supply chains cost to manage and how they might be developed.  These firms also opened discussions both ‘up’ and ‘down’ their own supply chains.  Four firms were encouraged by their key customers to fulfil supply requirements to their customers’ customers, bypassing traditional supply routes.  This has the potential to broaden the market for these firms products and services

Confidence

1.21 Confidence was a clearly identified benefit of the benchmark data.  Three firms identified clearly how the feedback from the benchmarking exercise gave them the confidence to promote themselves to firms and to pitch successfully against much larger global suppliers to OEMs. Two of the firms identified specific cases where the OEMs indicated that they would not have considered them previously but that the benchmark data persuaded them to have a second look and were successful.. 

Impact

1.22 In considering the quantifiable impact, we have been relatively conservative given that none of the firms could make a direct attribution to their participation.  Despite this, the sales impacts are:

 £6.29M net at the Scotland level to date

 £8.21M net at the Scotland level in two years time.. 

1.23 When considering impact, it is important to note that this was an unusual set of firms for whom this programme was highly ‘additional’ and who were growing aggressively.  There were suggestions by the consultants and firms to expand its operation to cover manufacturing more broadly.  It was also suggested that it could be repeated in its current form and with its current focus.  Regardless, we would suggest that this is undertaken with realistic expectations on impact – this was a particularly unusual set of firms and it is likely to be difficult to identify a second set with similar growth aspirations and relative success. 

1.24 The contribution to GDP is £1.04 million 

Recommendations 

Recommendation: Consider introducing consultancy time at the start of the process where the consultant can work one to one with relevant personnel to collect KPI data in the format required for calculating the performance benchmarks 

Recommendation: Consider developing a database similar to the PMG database that uses benchmark data for Scotland based firms

Recommendation: Consider introducing some flexibility into the delivery – consultants should have some scope to ‘stray’ from the core programme methodology

Recommendation: Emphasise at the outset to firms that the participation of key personnel at workshops is mandatory and that they must stick to the proposed diary dates

Recommendation: There is scope to consider broadening the scope of the Programme but we suggest that this decision is taken cautiously and that only firms, whose expansion involves restructured supply chains, are selected.

1.25 Overall we recommend that the programme is continued/re-run.

Chapter 1
Introduction

Introduction

1.26 This document presents the findings of an evaluation of the Supply Chain Improvement Programme (SCIP) that was undertaken during April and May 2004.  The assignment  was commissioned by Scottish Enterprise Renfrewshire.  

Objectives

1.27 The invitation to tender set out headline objectives and desired outputs to be achieved through undertaking the evaluation, namely:

 To provide an overall assessment of the success of the Supply Chain Performance Improvement Project in meeting its principal objectives and targets and to provide an assessment as to whether these objectives are still valid. 

 To provide an assessment of the project’s impacts on the individual companies assisted including for example

 Accelerated use of e-business via e-SCM projects

 Increased e-procurement 

 Increased productivity and competitiveness 

 Increased awareness and adoption of Supply Chain best practices.

 Increased collaborative practices

 Dissemination of good practice

 The measurement of economic impact of the project to date on the companies assisted, including

 Employment (type/full time/part time etc) 

 Cost per job

 Sales

 Estimated contribution to GDP

 Assessments of additionality, displacement and multiplier effects should be taken into account.  Although it is recognised it may be too early for some companies to quantify these impacts, we are keen to assess what progress has been made to date

 Feedback from the companies assisted on their views on the project including any elements missing, improvements and future direction of the project 

 Feedback from the Counsellors involved in the delivery of the project in terms success, impacts, improvements and future direction of the project. 

1.28 It is understood that the results of the evaluation will be used to:

 develop or modify the project design and implementation

 Determine the level of resources required by the project

 Establish appropriate targets for the project 

 Support decisions on rolling out the project to other industry sectors and its potential development into a “Network Product”. 

Method

1.29 Our approach comprised three main elements:

 Desk research into the background of SCOR and the objectives underpinning the introduction of a firm specific programme to help firms apply the SCOR methodology 

 Consultations with SE Account Managers and three of the Consultants delivering the Programme 

 Survey of seven firms that have been assisted.

1.30 All interviews and consultations (bar one) were undertaken face to face.

The Supply Chain Improvement Programme (SCIP)

1.31 The Supply Chain Improvement Programme builds on the SCOR methodology developed by PRTM.  It cost a total of £230,000 to implement. Should the Programme be repeated, it is likely that the average cost per firm would be in the order of £10,000 as the training materials have already been prepared.

1.32 In qualitative terms, the SCOR model has five core themes around which good practice is assessed:

 Plan

 Source

 Make

 Deliver

 Return.

1.33 The programme comprises a series of workshops led by experienced manufacturing consultants.  It is based on a model that has been refined by PRTM and uses a comprehensive database of performance metrics against which firms’ performance can be compared. 

1.34 The process of engaging firms generally involves a detailed discussion with the Managing Director/Owner and usually attended by members of the management team. 

1.35 There are two principal outputs from the process:

 The production of a range of performance benchmarks comparing a firm’s performance to that of relevant industry leaders

 The development of an Action Plan that describes how the firms can address weaknesses identified by the Benchmarks.  

1.36 The implementation workshop process is described in more depth in the following sections.

Report Structure

1.37 Chapter two presents our review of the Supply Chain project.  It is followed by Chapter three which presents details of our consultations.  It is followed by a Chapter presenting details of our survey and analysis of impact. 

Chapter 2

Consultations

The timing and timescale 

1.38 The original timescale, as understood by consultants, was meant to be four months. In reality, many of the projects took nearly year to complete. It appears from our consultations that the main constraint that influenced the overall timescale was that firms found it hard to collect the necessary data to enable the benchmark assessment to be completed. This is not say that firms did not have data available, rather that they did not have it available in the format required for the benchmarks to be calculated. There was further "processing" required by them. 

1.39 Consultants identified data collection (especially data surrounding the total cost of supply chain management) has been particular difficult to collect. They suggested that it may be appropriate to restructure the programme and have the advisers work in advance (prior to any workshops) with the operations and finance managers, gathering the necessary performance information to enable the benchmarks to be completed. Failing that, some other form of support to the firms is necessary if elongated timescales are not to recur. 

Training: materials and process 

1.40 The training materials were considered to be of good quality. However their delivery was viewed as being very structured and by some as being "dry". In addition, it was difficult to get a "soft" copies of the slides and therefore additional effort was required to tailor presentations when preparing for workshops with firms. 

1.41 The methodology outlined in the training did not match that required when delivering the process. Consultants found that they had to use materials from different stages in the training process when designing individual workshops for client firms. 

1.42 The level of detail was considered to be good. In addition, the training enabled the consultants to rehearse the process within a friendly but critical environment. This was considered to be a strength. In addition, the consultants cited a significant benefit in being able to discuss the process with others who were experienced manufacturing consultants but not necessarily in SCOR. These "views of others" were considered to be one of the key benefits of the training process 

Recruitment of firms 

1.43 There was a long lead time between completing the training course and recruiting firms. Two of the three advisers suggested that this weakened the overall delivery. In one case the advisor still had to sell the process to the client firm after they had been recruited. 

1.44 There are a number are differences in the firms’ profiles. Three of the seven firms were in one supply-chain. The firm at the top of the chain was keen to reduce the lead time on new product introductions and recognise that this would only be possible through working closely with their local suppliers. One of the remaining firms had worked with the SCIP consultant previously as part of a benchmarking review of Scotland's electronics manufacturers. There was a good relationship established here. Of the remaining three firms, one has a former PRTM consultant as its Operations Director. All in all, these might be considered to be relatively far sighted and well-informed firms.

Implementation 

1.45 All of the consultants aimed to run the workshops in order to introduce benchmarking and then to undertake the benchmarking process and identify gaps. These gaps drive the action plan. 

1.46 Workshops lasted between two and four hours and on certain instances two workshops were run on the one-day. Generally, there was a three to four week gap between workshops although these gaps appear to lengthen as the process developed. This links to a further issue relating to the engagement firms whose benchmark assessments are particularly positive. All the consultants noted that firms chosen for the programme had relatively good benchmark scores. This meant that they had little motivation to take action to improve because they were already ahead of the competition. Consequently, from the consultants’ perspectives, Action Planning tended to be weak.

1.47 Participation involved the management team and selected others. In one case, the managing director was keen to involve all people within the firm and on completion considered that this was one of the major benefits of the process 

1.48 Generally consultants did not alter or modify the process and tended to concentrate on those areas that are relevant for each specific firm. That said, some adhered more closely to the methodology than others and this appears to be down to personal style. In the following chapter we present feedback from firms who place a high value on the consultants flexibility  - the consultant who followed the process most rigidly was also the one who received lower client satisfaction scores. 

Linkage 

1.49 In addition to interviewing the consultants, we also interviewed the client and account managers for each of the firms. It is clear from these consultations that the degree of linkage between the consultants and the Client/Account managers was very weak. Effectively, the consultant's implement the process in isolation. Whether or not this is a significant issue might be debated but the relative success of the programme is down to the competence of the consultants involved and if they had not been competent, problems/failures may not have emerged until relatively late in the process. We suggest in the future that there is greater linkage and communication between the Account and Client managers and consultants. 

Future development 

1.50 The PMG database has been constructed through using the information gathered from  major OEMs. It was suggested that benchmark data contained within the database might not be as relevant to Scotland's manufacturers as it could be. There is scope for Scottish Enterprise to consider constructing a "Scotland" database. This could use the data acquired from the seven firms supported so far as a base on which to build 

1.51 The consultants felt that the SCOR process was good but that it was very prescriptive. They suggested that it could be used as a framework to support firms rather than something within which the firms had to fit rigidly. We can see both pros and cons to this argument and we discuss this in the more depth in the final chapter. One of the consultants suggested that the ACCELERATE programme operated by to Advantage West Midlands (the regional development agency covering the West Midlands region) would be a good case study to review. It is apparently more open to flexible delivery than SCIP. 

1.52 Linked to the last suggestion, it was also proposed that SCIP could be applied more broadly within manufacturing and not just limited to firms operating within the electronics sector. All manufacturing firms of size operating in Scotland must now look more closely at the cost of their supply chain if they are to remain competitive. 

1.53 Observing delays in recruitment, it was suggested that competitiveScotland.com has a pool of 3000 firms from which to draw potential candidates for future delivery. In addition there is the Supply Chain Club which has fewer members but it is more likely to have those for whom this programme would be relevant. 

1.54 It is worth observing that most of the firms were undergoing significant expansion during the course of this review and that access to key staff was a problem in virtually every case. Given that the programme relies upon a number of "process workshop" elements diary availability is a critical issue. It is not obvious how this might be reduced given that many of the key staff will be out of the country for relatively long periods of time. 

Chapter three

Survey findings

1.55 A total of seven firms participated on the programme. As outlined in Chapter 2, three of these firms comprise one supply-chain, three are operating in electronic component assembly and manufacturing market segments while the remaining firm is in the healthcare equipment segment.

1.56 In terms of location, firms were distributed as follows:

 Fife  - 2 

 Clackmannanshire  - 1 

 Renfrewshire  - 1 

 Falkirk  - 1 

 Lanarkshire  - 2. 

Profile 

1.57 All of the firms were growing strongly, sustainably and rapidly in the six months prior to joining the programme. Two were growing very strongly seeing a 100 per cent increase year on year growth in sales. Separately, two had seen significant declines in their business and having hit the nadir of sales decline were now seeing a significant rise coinciding with their engagement in the Programme. 

1.58 Four firms have initiated discussions on forming overseas supply chains as part of their business diversification and in order to respond to cost based competitors elsewhere (globally). One firm was in the process of establishing an overseas supply base. 

Size 

1.59 Although the sample comprised just seven firms, they range in size from 16 to 300 employees and from £5 million to £210 million turnover. 

1.60 In terms of the scope of business activities:

 five had global focus

 one had a UK/local focus 

 the remaining firm was in the process of moving from a UK/local focus to being globally represented. 

1.61 These characteristics for growth, sales and scope indicate that this is a particularly unusual client group comprising a very high proportion of high growth and ambitious firms. This has implications for the future expansion of the Programme as it may not be valid to assume that the impact attributable here can be maintained with a larger/repeat population. We return to this later. 

Objectives 

1.62 For three of the firms, the objective was to reduce the lead time on new product introductions for the firm at the top of the supply chain. Their target was to reduce lead time from 70 days to 40 days. 

1.63 Other objectives included: 

 How to introduce the supply chain management system to a fast-growing start-up in order to protect customer service when sales expanded

 How can the supply chain management be improved while simultaneously reducing the cost of servicing it (two firms) 

 How to build on earlier benchmark assessment work and embed systems to enable effective supply-chain management (one firm) 

1.64 In five cases, firms had undertaken no previous action to address issues of supply chain management that were covered by the Supply Chain Improvement Programme. In the remaining two firms, one had worked with a consultant to undertake the benchmarking exercise which was positive in the sense that it provided them with a “position” relative to their competitors but it did not provide them with sustainable systems to enable them to enhance their operation. In the other case, the firm had introduced a sales and operational planning system with associated key performance indicators and was using this to inform their strategy implementation. 

Prior Knowledge 

1.65 Two of the firms had heard of SCOR type methodologies previously while one firm had taken a SCOR related action. One firm had a former PRTM consultant as its Operational Director while one firm had introduced a Vendor Management programme. In the case of the three firms involved in reducing the lead time on new product introduction, this was driven by customer feedback to the firm at the top of chain. This feedback indicated that if the lead time could be reduced, orders could increase by a factor of two. 

Pressure to act

1.66 Four of the firms identified specifically pressure from customers as a driving force for the introduction of better supply chain management. Five of the firms identified pressure from their suppliers. 

1.67 Six of the seven firms identified barriers to taking action: 

 Turbulence in their business 

 Substantial growth in turnover (100-200 per cent) but weak systems in place to manage this change 

 Having to look to the Far East for low-cost suppliers – this was a new activity that was highly demanding of management resources 

 Reducing new product introduction lead times required supplier engagement  - these firms did not know what to do 

 The firm knew they had to do something to reduce cost but did not know what to do 

 The firm had no benchmark data so did not know where it stood or where its weaknesses/gaps were

The consulting process 

1.68 Five firms were reasonably clear of the process while six were reasonably clear on the deliverables. All the firms knew that it was a process consulting based approach and all understood that it would produce benchmark information as a result. None of the firms could recall having a clear process plan at the outset but equally none felt that such a plan would have been particularly useful. This reflects and supports feedback from the consultants indicating that they each tailored the approach to the needs of the individual firms. 

The consultant 

1.69 Firms were asked to score the quality of the consultant on a scale of 1 to 10 were one was very poor and 10 was very good. The average score for consultants was eight and ranged from 6.5 to 9. The lowest score of 6.5 was given by a firm who considered that the consultant followed the PRTM methodology too rigidly. They suggested that this individual was driven by the process and that he lacked the necessary creative/insightful input. That said they felt that the process hindered him from making that kind of input. 

1.70 The highest score was given to the consultant who, of the three, was probably the most flexible in tailoring the response to each firm’s unique position. 

1.71 This feedback suggests that firms welcome greater flexibility in the process and that they dislike occasions where they were forced to follow the process rigidly. In terms of the evaluation, this raises two important issues of feedback. First, we know that firms have significant difficulty collecting appropriate information to feed into the benchmark model. Their dissatisfaction at having to follow the process models closely may be driven more by a frustration at having to undertake actions that they would not normally undertake as part of their day-to-day business. However it is these actions (principally the gathering of information to feed into the benchmark calculation) that provided a value to them. 

1.72 Separately, all processes need to be tailored to the environment and activities of the firm and in this regard we feel that there is merit in the consultants having some room to manoeuvre but that substantive change should be done carefully. It should not mean that firms can avoid their commitment to gather appropriate data and interpret it correctly. 

1.73 When asked to provide a description of the key areas where the consultant made an input, firms cited the following: 

 Process flow mapping (four firms) 

 Establishing the cost of supply chain management (5 firms) 

 Establishing the firm's benchmark position (5 firms) 

 Providing facilitation and building consensus among the management team and staff -principally agreeing what comprises the supply chain for the firm  (5 firms). 

1.74 As a result of these inputs, firms identified a range of benefits: 

 The establishment of a formal process to manage the supply-chain 

 The establishment of an FTP website to exchange supply related information 

 The availability of independently assessed benchmarks leading to new sales (four firms) 

 Knowing with some certainty where we stand relative to our competitors (six firms) 

 Knowing we are very good (seven firms) 

 Giving us confidence to deal with major customers (five firms) 

 A change in the firms profile among key customers who previously thought the Scotland operation was small-scale. 

1.75 When asked to identify whether the consultant provided new knowledge, firms responded that: 

 The benchmark information gave them confidence that they're very good 

 The consultant enabled the firms to identify how to manage their supply chains more effectively both within the UK and, most importantly, abroad 

 Enhanced understanding and knowledge of the supply chain not just among senior managers but throughout the company 

1.76 Just two gaps were identified. First, relating more to the style of delivery than to the content, it was suggested that one of that consultants could have been more inspirational and creative when delivering the PRTM methodology. 

1.77 The other gap related to the availability of one of the consultants. In both cases, firms suggested that it was not just that of the consultant was unavailable but also their busy diary that caused problems. 

Flexibility 

1.78 All firms identified being flexible as the key success criterion for a consultant. When considering the application and interpretation of the process, consultants should not be driven by the process. The consultants should also be able to understand fully the pressures the firm is facing and to marry this position to the design of the programme. 

Actions taken as a result of participation

1.79 Five of the seven firms identified actions they had taken as a result of the SCIP.  When asked to rate their understanding and application of the process on a scale of 1 to 5, where 1 is very poor, firms gave a score (out of five) of:

 4.6  for understanding

 3.7 for application.

1.80 In the two cases where firms suggested they had not taken an action:

 In one case it was too early in the process to take an action

 In the second case, the firm considered that most of the benefit to date related to the benchmarking and engagement of staff – the next stage will see the greatest improvement
.

Additionality

1.81 Additionality is high among the population:

 Four cases are fully additional – these firms would not have embarked upon the initiative had SCIP not been provided

 Two firms indicated that they would have undertaken supply chain management type activities but on a smaller scale

 One firm indicating activities in the order of 25% that undertaken through SCIP

 One firm indicating activities in the order of 50% that undertaken through SCIP

 One firm would have undertaken SCIP type activity at a later date – this firm has yet to undertake any action as it is at a relatively early stage in the process.

1.82 The average for the Programme as a whole is just over 48% which is above that of other Programmes of this kind that we have evaluated.

1.83 Increases in business turnover is the principal attributable quantifiable benefit cited by firms – all firms recognised the benefit they derived through enhanced supply chain management but this was not something they were able to quantify in practice.

1.84 Displacement was not an issue for firms on the SCIP.  They were operating in a global market-place and their competitors were typically based in the Far East, USA or continental Europe.

1.85 Attribution was an issue and while firms were very clear that they used processes they acquired through participating on the SCIP, it was not easy for them to assign an attributable benefit.  We have assigned levels of attribution that are based on previous evaluations we have undertaken and the influence the firms indicated in their feedback

Sales Impacts

1.86 The gross change in sales for the firms reviewed is in the order of £73 million to date and £83 million in two years time.  Based on feedback from firms, we have adjusted these impacts to account for additionality levels and indicates that additional sales impacts amount to:

 £4.48M to date

 £5.84M in two years.

1.87 As displacement is negligible, these impacts do not need to be adjusted for displacement effects. 

1.88 However, it is appropriate to factor in multiplier effects. There are two forms of Multiplier effects that are captured.  These relate to ‘output’ and ‘employment’ effects.  For the purposes of this evaluation, we have used Input/Output Tables published for Scotland in February 2004.  We have chosen to use published Tier 2 multipliers (as opposed to deriving the multiplier effects from first principles) given the relatively small sample involved.

1.89 After multiplier effects have been taken into account, the net impact amounts to:

 £6.29M at the Scotland level to date

 £8.21M at the Scotland level in two years time. 

Contribution to GDP

1.90 The contribution of the Programme to GDP was calculated using published Tier 1 multipliers.  This indicates that the Programme has contributed £1.04 million to GDP.

Cost per Job

1.91 We have considerable reticence in providing cost per job data given that none of the firms were in a position to make a direct attribution of the impact of the programme to their performance.  In addition, while the firms ‘value add’ activity might have increased, the firm citing the largest growth achieved this success largely through overseas expansion.

1.92 We estimate that six net jobs were created as a result of the activity.  Given  the cost of £230,000 for the pilot, this equates to a cost per job of £38,333.  This figure is skewed heavily upwards by the incorporation of programme development costs.  If we were to assume that the cost per firm was that relating to delivery only (estimated by SER to be in the order of £10,000 per firm) the revised cost per job figure would be in the order of £11,666.  

1.93 While we appreciate SE’s requirement to provide cost per job data where appropriate, we feel that these metrics are potentially misleading here.  We feel that this is the case given that some firms have not completed their participation and given the focus of the Programme is towards increasing value added activity and managing supplier relations rather than activities that are likely to lead to business expansion and job creation per se.

Qualitative benefits

	Table 3.1

Benefits Deriving through SCIP
	No 
influence
	Some 
change, positive impact
	Significant
change, positive
impact

	Vision for the future of the business
	4
	1
	1

	Diversification of the customer base
	1
	5
	1

	Developing collaborative links with other firms
	2
	3
	2

	Communication to customers/suppliers
	1
	2
	4

	% goods supplied electronically
	1
	5
	1

	Introduction of new supply systems
	1
	4
	2

	Improvements in their benchmarks
	2
	4
	1

	New processes for problem solving/innovation 
	6
	1
	-

	Increased confidence when dealing with customers
	1
	4
	2


1.94 In terms of qualitative benefits:

 Five firms achieved a degree of diversification in their customer bases

 Five firms developed collaborative links with other firms, with two of these being where the Programme had a significant impact

 Six firms saw an increase in their communication with suppliers /customers, with four citing a significant influence by the Programme

 Five firms saw an increase in electronic communication

 Six firms saw the introduction of new supply systems, approaches or processes – the SCIP had greatest influence on the firms’ understanding of what comprised their supply chain

 Five firms saw an improvement in their benchmarks

 Five firms noted an increase in their confidence when dealing with customers.

1.95 The following chapter presents our conclusions and recommendations.

Chapter 4

Conclusions and Recommendations

Objectives

1.96 There were no objectives specifically identified in the PAG paper.  However, there were a number of desired outputs:

 A “Sustainable Framework of Practical Support” in e-SCM and e-procurement

 Increased e-procurement practice within the Scottish Business Community

 Links to academia and Research

 Consistent Project Methodologies, tools, processes and impact metrics

 Greater efficiencies in SE Network costs for intervention to stimulate eBusiness.

1.97 In terms of achievements:

 A framework was developed

 There was a limited increase in the level of e-procurement – the project did not focus as strongly on e-procurement as originally anticipated

 There were improvements to the academic community in that two of the three consultants were based at the University of Strathclyde

 The methodology was strong on tools, processes and impact metrics – comparable and consistently prepared performance benchmarks were core characteristics of the SCIP.

1.98 The SCIP appears to have had no known impact on improving efficiency in the Network costs for interventions to stimulate eBusiness.

Training

1.99 Overall the material was considered to be of good quality but the delivery was ‘dry’.  The structure of the material was appropriate but its delivery ‘on-site’ did not match the structure of the training modules.

1.100 There is scope to elongate the training process but to have shorter days.  This may be a matter of personal choice for the consultants involved – for this group they preferred fewer but longer days.  However, in retrospect, they found these relatively tiring, especially the evening sessions

1.101 Consultants derived considerable value through interacting with their peers.  There maybe scope to introduce more case study interaction that would build on this.

Promotion, Recruitment & Baseline

1.102 We understand that recruiting firms proved difficult in that approximately 90 firms were contacted but just seven firms participated.  In addition, there was a notable time lag between the consultants completing their training and the recruitment of firms.  Consultants indicated that they lost some momentum in terms of delivery as a result of this gap.  This was not viewed as being a serious issue but was felt to be an important one.

1.103 One of the firms required a degree of ‘conversion’ by the consultant during the early stage of the exercise – this was due to the consultant’s long-standing relationship with the firm and the fact that the firm had already undertaken a SCIP like benchmarking review through a previous initiative.

1.104 Although just seven firms were recruited, the profile of these firms was unusual. All firms noted the harsh trading conditions they had encountered previously but notably four had seen at least 100% compounded growth in sales over the last two years.  These firms were growing very rapidly (albeit from different bases) and supply chain issues were an important issue for them.

1.105 When the requirements for baseline data were described to firms, they appeared to understand these relatively well.  However, in practice, firms found it particularly difficult to gather the data in the format required for SCIP. 

The process: Firms and Counsellors

1.106 The process comprised almost entirely of group-based workshops in firms.  There was very little one to one contact between the consultants and the firms. Most data gathering was completed in the workshops:

 This was considered to be a good use of time

 This introduced difficulties in that SCIP requires a relatively in-depth assessment of firms’ current KPIs and knowledge of how these might be developed to provide the necessary benchmark information for the firms – consultants found it difficult to get to this level of detail at meetings 

 Time was needed off line to work one to one with the Finance and Production managers in order to produce the data necessary for the calculation of the benchmarks 

1.107 Consultants were considered flexible, but some more than others.  Generally, flexibility was viewed by firms as being a critical success factor for consultants.  The process was viewed as being rigid and by one firm to be too rigid. 

1.108 Consultants interpreted differently the degree to which they could be flexible in applying the SCIP methodology.  Those who tailored the process received higher satisfaction rating from firms.

Benchmarking and Action Planning

1.109 One of the findings of the benchmarking exercise was that the firms performed relatively well.  Consequently, the consultants found it hard to motivate the firms to take action to address their weaknesses – the firms did not see the need.  From the evaluation perspective, it is not clear how consultants might motivate firms that are performing relatively well and that do not see the need to change.

1.110 It was relatively difficult to identify if action plans had been produced.  Firms were clear that there were outcomes attributable to their participation – these were broad ranging:

 The objective of three of the firms was to establish an on-line facility to share production information speedily

 One firm had not progressed beyond the benchmarking stage (the project was effectively still live) and another had not become engaged until relatively recently – the availability of key staff was an issue for both these firms as their turnover was increasing rapidly and staff were travelling

 One firm investigated scope to establish a new business function

 One business focused on educating staff on the definition of their supply chain and how it might be managed.

1.111 Although it was difficult to identify formal action plans, the programme appears to have been extremely influential.  Four of the firms had established or investigated overseas supply chains in the USA, China and Singapore.   In addition, the FTP Website was created to share information and to improve communication across the three firms.

1.112 It is clear from our interviews, that that the material covered on the programme had a significant influence on six of the firms during their periods of growth. This is particularly true of those who established supply chain links abroad.

Benefits and Impact

1.113 Attribution is a key issue for impact.  None of the firms made a direct and full attribution to the support they received or their participation on SCIP.  The three firms involved in the production of the FTP website achieved their objective but the two suppliers were relatively dissatisfied in that there had not been a follow-on opportunity to use the facility.  Our discussion with the firm at the top of that chain indicated that this reflected a shift in the types of projects they were pursuing.  There has been a shift away from discrete projects with individual customers towards a more strategic relationship focusing on product development that is further from market.  The target project was a success and would have been worth £6M p.a. but the customer took a commercial decision to withdraw from the market due to a more aggressive response from their leading competitor.  The project opportunity was therefore shelved.

1.114 All of the remaining firms indicated that they had gained new insights and knowledge on what comprised their supply chains, how much their supply chains cost to manage and how they might be developed.  These firms also opened discussions both ‘up’ and ‘down’ their own supply chains and there was a form of what could be best described as ‘encouraged disintermediation’.  By this we mean that the firms (4) were encouraged by their key customers to fulfil supply requirements to their customers’ customers, bypassing traditional supply routes.  This has the potential to broaden the market for these firms products and services

Confidence

1.115 Confidence was a clearly identified benefit of the benchmark data.  Three firms identified clearly how the feedback from the benchmarking exercise led to two separate benefits being derived:

 They realised that they were actually performing very well - this assessment was independent and was being made by two respected organisations, both The University of Strathclyde and PRTM   

 The benchmark data gave them the confidence to promote themselves to firms and to pitch successfully against much larger global suppliers to OEMs 

1.116 Two of the firms identified specific cases where the OEMs indicated that they would not have considered them previously but that the benchmark data persuaded them to have a second look.  In both of these cases, the SCIP firms were successful and the customers indicated that they viewed them previously as being tier two or lower in the supplier rankings. 

Impact

1.117 As mentioned above, this was an unusual set of firms.  All have seen a growth in sales, some substantially so. However, none of the firms could make a directly attributable impact and all were looking aggressively at expanding their sales prior to participating on SCIP.

1.118 In considering the quantifiable impact, we have been relatively conservative.  Despite this, the sales impacts are:

 £6.29M net at the Scotland level to date

 £8.21M net at the Scotland level in two years time. 

1.119 When considering impact, it is important to note that this was an unusual set of firms for whom this programme was highly ‘additional’ and who were growing aggressively.  There were suggestions by the consultants and firms to expand its operation to cover manufacturing more broadly.  It was also suggested that it could be repeated in its current form and with its current focus.  Regardless, we would suggest that this is undertaken with realistic expectations on impact – this was a particularly unusual set of firms and it is likely to be difficult to identify a second set with similar growth aspirations and relative success.  

Contribution to GDP

1.120 The contribution of the Programme to GDP was calculated using published Tier 1 multipliers.  This indicates that the Programme has contributed £1.04 million to GDP.

Cost per Job

1.121 We estimate that six net jobs were created as a result of the activity.  Given  the cost of £230,000 for the pilot, this equates to a cost per job of £38,333.  If we were to assume that the cost per firm was that relating to delivery only (estimated by SER to be in the order of £10,000 per firm) the revised cost per job figure would be in the order of £11,666.  

1.122 While we appreciate SE’s requirement to provide cost per job data where appropriate, we feel that these metrics are potentially misleading here given the focus of the Programme on value add activities. 

Recommendations 

Recommendation: Consider introducing consultancy time at the start of the process where the consultant can work one to one with relevant personnel to collect KPI data in the format required for calculating the performance benchmarks 

Recommendation: Consider developing a database similar to the PMG database that uses benchmark data for Scotland based firms

Recommendation: Consider introducing some flexibility into the delivery – consultants should have some scope to ‘stray’ from the core programme methodology

Recommendation: Emphasise at the outset to firms that the participation of key personnel at workshops is mandatory and that they must stick to the proposed diary dates

Recommendation: There is scope to consider broadening the scope of the Programme but we suggest that this decision is taken cautiously and that only firms, whose expansion involves restructured supply chains, are selected.

1.123 Overall we recommend that the programme is continued/re-run.




























































































































� It was clear from the discussion that the firm had derived considerable attributable benefit to date and is one of the firms noting  a quantifiable impact 
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