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Predicting the future is a fool’s game. But new
findings from CAPS Research gives a glimpse into
how supply managers are preparing for tomorrow.

BY THOMAS J. KULL, SANGHO CHAE AND THOMAS CHOI

hen it comes to predicting the future, we've all heard the sayings that

no one has a crystal ball and that the only certainties are death and

taxes. In supply chain management, we like to say that the only thing
certain about a forecast is that it is always wrong. While researchers like those
of us at CAPS Research may not be able to predict the future, we do know that
it does not exist in isolation: It depends on the past and the present. This means
that if we could compile the collective projections of managers who are well
informed about the past and present, we might be able to gain a glimpse into
what is to come. Or, at the least, what the collective wisdom expects to occur.

That was the catalyst behind a project CAPS Research initiated in 2015. We

asked more than 400 supply management professionals with titles such as vice
president of supply management and senior procurement manager to look ahead
five years into the future to 2020 and tell us what they think might happen. We
distributed a lengthy questionnaire that typically took about 30 minutes to com-
plete and we received back 113 responses. There were no incentives other than
the opportunity to advance the body of knowledge in the profession.
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Looking forward

In order to consider both the FIGURET Dodd-Frank acts may still be loom-
past and the present, the 2015 sur- Preliminary futures ing large, as well as the U.S. govern-
vey built upon the last “futures” sur- study framework ment’s cyber security mandate. In
vey CAPS Research administered ] relation to this, an “increase emphasis

Forces Business Supply
in 2007. While some items were of change strategy mission on supply chain security” also appears

updated to reflect today’s business
environment, most of the items
remained the same. The preliminary
framework (See Figure 1) recog-

nizes that external forces of change

drive corporate-level business

strategy

Source: CAPS Research

for the first time in the top five in
2015. Another important change is
“technology advancements in the
supply base,” which is listed as the

third most important force of change.

Technology advancements in 3-D

strategies while supply missions are

shaped by business strategies. Specific supply strategies
are influenced by forces of change, business strategies and
supply missions.

Based on this framework, the survey explored the fol-
lowing four areas: (1) external forces of change, (2) busi-
ness strategy, (3) supply mission and (4) supply strategy.

In the following sections, we present the top items from
each section; we also compare the 2007 and 2015 results
to gain insight into what is changing for the supply man-
agement profession. Items are ranked by their average level

of importance assigned by the respondents.

Forces of change

The top external force of change in 2015 is “changing cus-
tomer requirements.” As shown in Table 1, this particular
force of change is more important today than it was in
2007. It could be that supply professionals perceive that
this external driver is moving them, comparatively speak-

ing, away from an upstream focus on their supply base

printing and real-time IT tools may

be weighing heavily on the minds of supply professionals.

Business strategy
Business strategies represent the long-term goals and
action plans of an organization’s top-management in
response to external forces of change. Supply professionals
see that their organization’s business strategies are becom-
ing more customer-oriented, reflecting the shift in the
forces of change toward meeting downstream customer
requirements. Consistent with that change, we see in
Table 2 that “achieve high service quality” appears as the
top future strategic goal in 2015, moving up considerably
from what it was in 2007. However, to “reduce the cost of
purchased goods/services” and to “reduce internal costs”
still remain as the second and third most important busi-
ness strategies. In the supply management world, cost con-
tainment continues to be top of mind.

Newly listed in the top five business strategies, the goal

to “realize synergies across divisions/SBUs,” may reflect the

and more toward downstream concerns in the
customer base. Corroborating this observation is

(1) that a key upstream concern from 2007—i.e.,

TABLE 1

Forces of change

Top five external
forces in 2007

“spot shortages of key raw materials"—is no Top five external
forces in 2015

longer listed in the top five forces in 2015 and

1 Changing oil/raw materials prices 1 Changing customer requirements

(2) that “changing oil and raw materials prices”
dropped from first position in 2007 to fourth in 2 Government regulatory changes 2 Government regulatory changes
2015. In other words, supply managers are telling B
3 Increased competition 3 Technology advancements

us that in coming years they will have to contend from established competitors in the supply base

more with what's happemng with their down- 4 Spot shortages of key raw materials 4 Changing oil/raw materials prices
stream customers.
Increased emphasis

5 Changing customer requirements 5 - .
on supply chain security

Interestingly, “government regulatory changes”

still remains the second most important force
Source: CAPS Research

of change. We suspect the Sarbanes-Oxley and
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widely-held sentiment that supply professionals
are being asked to do more with less: They must
not only continue to handle upstream and inter-
nal cost issues, but now they are also responsible
for downstream service quality and internal inte-
gration issues.

Nonetheless, this condition may also high-
light a potential opportunity for supply profes-
sionals: Because they play a boundary-spanning
role across the organization, supply profession-
als are perhaps best qualified to play key roles
in integrating different divisions and strategic
business units within their organizations. Data
clearly suggest their expanding roles within

their organizations.

Supply mission

Supply mission focuses on the future direc-

tion of the supply management function. We
expected supply missions to fully reflect the
ongoing environmental and organizational
changes. What we see instead is a disconnect
between supply missions and the changes in
external forces and business strategies from 2007
to 2015. While forces of change and business

TABLE 2

Business strategy

Top five business
strategies in 2007

1 Reduce cost of
purchased goods/services

2 Improve flexibility and respon-
siveness to customer demand

3 Reduce internal costs
4 Achieve high service quality

5 Achieve high product quality

Top five business
strategies in 2015

1 Achieve high service quality

2 Reduce cost of purchased
goods/services

3 Reduce internal costs

4 Realize synergies across
divisions/SBUs

5 Improve flexibility and respon-
siveness to customer demand

Source: CAPS Research

TABLE 3
Supply mission

Top five supply
missions in 2007

1 Ensure continuity of supply 1

2 Improve all aspects of supplier
erformance year-over-year
y Y/

3 Drive standardization/ 3

de-proliferation

4 Achieve constant cost-
savings from suppliers

5 Improve the utilization 5

of organization assets

Top five supply
missions in 2015

Achieve consistent cost
savings from suppliers

2 Ensure continuity of supply

Improve the efficiency of the
supply management function

Improve all aspects of supplier
performance year-over-year

Acquire new value-adding technologies
and innovations from supply markets

strategies are increasingly concerned about the

downstream requirements of customers, sup-

ply missions still largely focus on the traditional

Source: CAPS Research

upstream activities associated with suppliers. For example,
as shown in Table 3, “achieve consistent cost savings from
suppliers” and “ensure continuity of supply” were the

first and second most important supply missions in 2015.
Moreover, “improve all aspects of supplier performance
year-over-year” is in fourth place in 2015, albeit down from
the second place in 2007. Each of these are clearly sup-
plier, rather than customer, in focus.

We also observe that standardization and de-prolifer-
ation were critical in 2007 but are no longer a top-five
supply mission in 2015. It could be that the supply man-
agement functions of many organizations already achieved
a desired level of standardization in their products and pro-
cesses. Related to Table 2’s business strategy of realizing
synergies across divisions/SBUs, “improve the efficiency of
the supply management function” newly appears as a major

supply mission. Lastly, the supply mission to “acquire new

scmr.com

value-adding technologies and innovations from supply
markets” directly relates to the third most important force
of change in Table 1: “technology advancements in the
supply base.” Such relationships show how the mission of

supply management is directly being influenced.

Supply strategies
Supply strategies are about the specific goals and plans
of the supply management function. Similar to what we
observed with supply missions, the external pressure for
a downstream focus has not yet trickled down to overall
supply strategies. Yet, as the supply function strives to be
aligned with the top-management, the number one supply
strategy shown in Table 4 remains the same in both 2007
and 2015: “align supply management strategy with overall
company goals.”

Other supply strategies for internal alignment and
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Looking forward

cross-functional integration frequently appear in the top
10 list of 2015—instead of showing the top 5 strategies,
we show the top 10 because of the extensive list of sup-
ply strategies we examined. As supply base rationalization
has advanced and the popularity of supply chain jobs has
increased, “decreasing the number of suppliers” and “tal-
ent development,” both important in 2007, are no longer
listed as top supply strategies in 2015. Instead, supply
professionals increasingly recognize the importance of
centralized key spend category management and data
analytics. Regarding data analytics, the focus seems to
be shifting from sharing market intelligence to forecast

analytics.

Influences of the external forces of change

In the next few sections, we examine the correlations
between the forces of change and the other three sections.
Doing so statistically represents some of the relationships
in Figure 1, while also examining how external forces relate
to supply missions. The values in these correlation tables
represent the degree to which the importance given to one
item is related to the importance given to another item.
Values range from -1 to 1, where 1 means managers would

rate both items similarly (i.e., both high or both low), and

-1 means managers would rate the items completely oppo-
site (i.e., one high and one low). An asterisk next to a value
indicates that that value represents a significant or statisti-
cally meaningful correlation.

Regarding the correlation between forces of change and
business strategy, as one would expect, “changing customer
requirements” is significantly correlated with “achieve high
service quality” and “improve flexibility and responsive-
ness to customer demand.” (See Table 5.) These correla-
tions confirm our earlier observation that organizations are
increasingly becoming customer-oriented.

“Changing oil/raw material prices,” “supply base
technology advancements” and “increased emphasis on
supply chain security” have significant correlations with
business strategies for “reducing costs” and “realizing
synergies across divisions/SBUs.” These trends imply
that organizations are taking advantage of the recent
decreases in oil/raw materials prices to reduce costs
while increasing cross-functional efforts to increase
security and innovation.

Interestingly, “government regulatory changes” do
not show any significant correlations with the top five
business strategies. As we discuss below, it seems that

government regulatory changes are penetrating directly

to the supply management
function, without signifi-

cantly influencing overall

TABLE 4
Supply strategies
Top 10 supply strategies In 2007
1 Align supply management strategy 1
with overall company goals
Decrease number of suppliers where leverage
2 - . . 2
and administrative efficiency are needed
Employ a formal process to develop and
3 manage supply strategies for important 3
categories across the organization
4 Align supply management strategy 4
with internal customer strategies
5 Integrate business planning and 5
supply management processes
6 Recruit and/or develop talent with 6
specific technical or functional expertise
7 Recruit and/or develop talent with 7
broad general management expertise
8 Use total cost to drive decisions 8
Share supply market intelligence
9 . 2 9
across units of the organization
Use multi-factor performance
10 B 10
standards on suppliers

Top 10 supply strategies In 2015

Align supply management strategy
with overall company goals

Employ a formal process to develop and
manage supply strategies for important
categories across the organization

Manage total expenditures for key
categories across the organization

Use total cost to drive decisions
Conduct spend analysis across the
company in both products and services

Align supply management strategy
with internal customer strategies

Integrate business planning and
supply management processes

Require suppliers to take a greater
role in cost management

Measure our own supply management
performance on formal objectives

Use forecast analytics as inputs to
category strategy development
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business strategies. This
point becomes clearer as
we consider correlations
between external forces of
change and supply mission.
Table 6 shows the cor-
relations among the forces
of change and supply mis-
sions. Unlike their non-
significant influences on
business strategies, “govern-
ment regulatory changes”
seem to have direct effects
on multiple key supply mis-
sions: cost savings from
suppliers, supply continuity
and supplier performance

improvement. “Technology
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TABLE 5

Correlation between forces of change and business strategy

Business strategy
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Source: CAPS Research

TABLE 6

Correlations between forces of change and supply mission

Supply mission
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Changing oil/raw materials prices 0.221* 0.087 0.157 0.285*
Increased emphasis on supply chain security ~ 0.238* 0.204* 0.302* 0.286*

Source: CAPS Research

material prices are provid-
ing opportunities for the
supply function to invest
more in performance
improvements. Importantly,
however, changing cus-
tomer requirements do not
seem to be a leading supply
mission.

As we previously
observed, there is a dis-
connect between external
pressures for customer-
orientation and the supply
missions. While business
strategies are fully embrac-
ing customer-centric
trends, the supply function
is yet to adjust to these
changes. This disconnect is
observed again in the cor-
relation between forces of
change and supply strategy.

As shown in Table 7,
external forces of change in
terms of government regula-
tion, technology advance-
ments, raw material prices
and supply chain security
are largely shaping supply
strategies. Such influences
are similar to supply mis-
sions in Table 6. Again,
“government regulatory
changes” have prominent
effects on both supply mis-
sion and supply strategy.

advancements in supply base” and “increased emphasis
on supply chain security” are the two most salient forces
that influence every key supply mission. Through this
trend, we can surmise that supply professionals now fully
recognize the opportunities provided by technological
advancements from upstream supply chains as well as the
potential security threats from supply chains.

Moreover, the cost savings from changing oil/raw

scmr.com

However, when it comes to the most important force

of change—changing customer requirements—we also
observe that supply strategies have not yet fully embraced
this looming change. While external forces such as gov-
ernment regulatory changes bypass business strategy and
penetrate directly into supply mission and strategy, chang-
ing customer requirements are still limited to top-man-

agement’s concerns. This may indicate that the supply
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Looking forward

function is still developing strategies
about how to respond to customer
requirements. For the next five years,
translating customer requirements
into supply missions and strategies
will be important areas to focus on

for supply professionals.

Emerging framework from
2015 Futures Study

Based on the observations so far, we

FIGURE 2
Emerging framework
from 2015 Futures Study

Supply strategies

Supply mission

Business strategy
e——— Forces of change

Source: CAPS Research

revised the preliminary framework

from the 2007 Futures Study (see Figure 1) and now pres-
ent the emerging framework from the 2015 Futures Study

in Figure 2. In the revised framework, the external forces of
change penetrate directly into supply mission and strategies.
In particular, government regulations, supply base technologi-
cal advancements and supply chain security issues are directly

shaping the changes in the supply management function.

Key Takeaways

When we look at the main findings of the 2015 Futures

Study, five key takeaways stand out:

1. Customer-ceniric supply management has the

potential to become the most
important driving force for supply
management in the near future.

2. Rapidly changing tech-
nologies are driving integrations
within and between organizations
and enhancing visibility across
supply chains.

3. The importance of supply
disruptions has been de-escalated.

4. With the increasing impor-

tance of cross-functional align-

ment, supply professionals must further the organiza-
tion’s strategy, not just supply management’s strategy.
5. We find that macro-level changes with custom-
ers, government and technology directly influence
micro-level supply plans.
Take this one step further, and the new study reveals

the evolving role of supply professionals in the future. To

perform in these new roles, a proactive understanding of

changes outside the traditional supply management func-

tion is required. We believe that the proactive supply pro-

fessional of tomorrow will be an integrator who balances

the needs of different organizations in supply chains as

well as different functions
within their organization.
Supply professionals will
also be keeping the core
of supply management by

achieving efficiencies in

TABLE 7
Correlation between forces of change and supply strategy
Supply strategy
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Source: CAPS Research

42 SupprLy CHAIN MANAGEMENT REVIEW . JANUARY/FEBRUARY 2017

the supply base and within
the supply function. Lastly,
supply professionals will
serve as the source and dis-
seminator of knowledge by
capturing and using supply-
related knowledge.

And while we do not
have a crystal ball, we do
believe an exciting future
awaits the supply profes-
sion and we hope this
report helps today’s supply
managers prepare for what

comes next. CooO
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