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Todays Agenda
• Introductions 

• Supply Chain, Logistics and Transportation  Overview

• Interlocking Supply Chain Concept

• Understanding Financial Statements

• Understanding Corporate Financial Indicators

• Costing and Valuation Tools

• Digital Transformation - Supply Chain 4.0

• Sales and Operations Planning (SOP)

• The New CFO  

• Supply Chain Risk

• Takeaways, Tomorrow’s Skillsets and Summary 3
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The world's $80 trillion economy - in one chart



SCM Evolution
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Supply Chain Management
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• Concept evolved in three 
phases

• 1960s: physical 
distribution 

• 1980s: business 
logistics 

• 1990s: supply chain 
management

• 2020s: supply network 
or integrated business 
planning? 
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Dimensions of SCM Data Sets

Volume: quantities of data 
available to harness for improved 
decision making as well as the 
unprecedented rate of increase 

Variety:  different types of data, 
data sources (databases, sensors, 
satellites, EDI, web based, social 
media) and data types –
structured, semi-structured, 
unstructured 

Veracity:  reliability associated 
with types of data, e.g. weather
Supply chain data can be uncertain

Velocity: speed in which data is 
created, e.g. real time. Velocity 
impacts lag time, that is when data 
is available and actionable

Inside Out

Outside In



7

Dimensions of SCM Data Sets

Inside Out

Outside In• Most companies are capturing only a fraction of 
the potential value from data and analytics

• The biggest barriers companies face in extracting 
value from data and analytics are organizational

• Another challenge is attracting and retaining the 
right talent—not only data scientists but business 
translators who combine data savvy with industry 
and functional expertise

• Data and analytics are changing the basis of 
competition

• Data is now a critical corporate asset
• Data and analytics underpin several disruptive 

models

Forbes reports that real-time 
is no longer fast enough.

• Recent advances in machine 
learning can be used to solve a 
tremendous variety of problems

• Build predictive analytics and 
automation into the supply chain in 
order to benefit from being able to 
predict future needs and facilitate 
necessary changes into their 
operations



❑Supply Chain Management 

encompasses the planning and 

management of all activities 

involved in sourcing and 

procurement, conversion, and 

all logistics management 

activities. including coordination 

and collaboration with channel 

partners,

❑ supply chain management 

integrates supply and demand 

management within and across 

companies. 

Supply Chain Management 
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❑ "Logistics management is 

that part of supply chain 

management that plans, 

implements, and controls 

the efficient, effective 

forward and reverse flow 

and storage of goods, 

services, and related 

information between the 

point of origin and the point 

of consumption in order to 

meet customers' 

requirements.” 

Logistics  Management  
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Activities in the Logistical Channel

• Customer Service

• Facility Location Decisions

• Inventory Management

• Order Management

• Procurement

• Transportation 
Management

• International Logistics

• Materials Handling

• Packaging

• Reverse Logistics

• Distribution Center/ 
Warehousing Management

1-10

• To varying degrees, the logistics function also includes 

sourcing, production planning, scheduling, and assembly. 

• It is involved in all levels of planning and execution - strategic, 

operational, and tactical



11

2017



Transportation is a Supply Chain Driver

• Transportation Management is at the Heart of Supply Chain 
Execution

• Critical Interaction Impacting Core Supply Chain Functions

• Direct Impact on Servicing Customers, Improving Service Levels, 
Shorten Lead Times and Avoid Delivery Delays

• Transportation also serves as a major economic activity itself

• Households, businesses, and the government directly 
consume transportation goods (e.g., vehicles and motor 
fuel) and services (e.g., public transit and commercial airline 
transportation) 12

Transportation is a Function of Demand and Supply
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FP&A

Tier 1 & 2
Subcontractors 

Supply chain managers have a 
responsibility to be internal 
business resources. Their direct 
access to a wide range of 
practical market intelligence ... 
creates the perfect opportunity 
to be internal company advisers.

Virtually all supply chain events have 
financial implications

Everything that happens within supply chain 
winds up on the income statement, balance 
sheet or cash flow statement



Understanding Financial Statements 
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Income Statement
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• The net income figure is arguably the most 
focused-upon performance metric in the 
business community

• Firms may also focus on components of net 
income

• Gross Margin
• Earnings Before Interest and Taxes 

(EBIT) or
• Earnings Before Earnings and Taxes 

Minus Depreciation and Amortization 
(EBITDA)

• Supply chain decisions and performance 
have direct impacts on income through each 
of the three primary components of the 
income statement



Balance Sheet
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• A key component of organizational success (or 
failure) is the control of working capital

• Working capital is defined as current assets less 
current liabilities

• The primary components of current assets are cash 
(and cash-like investments), accounts receivables, 
and inventories

• the primary component of current liabilities for most 
firms is accounts payables

• Not only do supply chain decisions have a 
direct impact on working capital, but working 
capital flows and balances have a direct 
impact on the financial viability and 
performance of a firm

• One useful supply chain performance 
measure to evaluate working capital 
performance is the cash conversion cycle 
(C2C), calculated as Inventory Days plus 
Accounts Receivable Days minus Accounts 
Payable Days.



Understanding Financial Statements 
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Cash flow and the supply chain are 
like twin souls -- tightly linked, and 
destined to sink or swim together

• Identifies the cash that 
flows in and out during a 
specified period

• Where a company makes 
as well as spends its money

• Many finance pro’s believe 
the cash flow statement is 
more useful than an 
operating statement

• Accrual accounting



Understanding Corporate Performance Indicators
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Return on Assets:
Net Income/Total Assets

Return on Investment:
(Gain from investment – cost of 
investment)/cost of investment 

Return on Invested Capital:
(Net Income – Dividends)/Total Capital 



Costing Tools
• Activity Based Costing

• Activity-based costing (ABC) is an accounting method that identifies and 
assigns costs to overhead activities and then assigns those costs to products

• Economic Value Added (EVA)
• Economic value added (EVA) is a measure of a company's financial 

performance based on the residual wealth calculated by deducting its cost of 
capital from its operating profit, adjusted for taxes on a cash basis.

• Value Chain Analysis
• Value chain analysis is the process of looking at the activities that go into 

changing the inputs for a product or service into an output that is valued by 
the customer.

• Customer Profitability Analysis
• Customer profitability (CP) is the profit the firm makes from serving a 

customer or customer group over a specified period of time, specifically the 
difference between the revenues earned from and the costs associated with 
the customer relationship in a specified period. 

• According to Philip Kotler,"a profitable customer is a person, household or a 
company that overtime, yields an ongoing revenue stream that exceeds by 
an acceptable amount the company's cost stream of attracting, selling and 
servicing the customer." 19

https://www.investopedia.com/terms/f/financialperformance.asp
https://en.wikipedia.org/wiki/Revenue
https://en.wikipedia.org/wiki/Cost


Landed Cost Calculation

• Landed cost is the total price of a product once it arrives at your or the customer's door
• It includes the original price of the product, transportation costs and hidden costs, such as 

applicable duties, taxes, insurance, currency conversion, surcharges and fees



Get Creative to Avoid Tariffs

• Take advantage of Free Trade Agreements

• Use Foreign Trade Zones for Substantial Transformation or 
Tariff Shift

• Bonded Warehouses (Vendor Malls)   

• Request exclusions to Sec 232 & 301 Tariffs

• Verify commodity classification at 8-10 digit level or “Tariff 
engineering” 

• File for Duty Drawback on re-exported goods

21



Harmonized Tariff Schedule of the United States
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China’s Tariff 
Escalation by 

HTS, 
(First Tranche)



Principles of Transfer Pricing

• In taxation and accounting, transfer pricing refers to the rules and 
methods for pricing transactions within and between enterprises under 
common ownership or control.

• Tax authorities in many countries can adjust intragroup transfer prices 
that differ from what would have been charged by unrelated enterprises 
dealing at arm’s length
• Eliminate potential for cross-border controlled transactions to distort 

taxable income
• Countries with transfer pricing legislation generally follow the OECD 

Transfer Pricing Guidelines for Multinational Enterprises and Tax 
Administrations
• Over sixty governments have adopted transfer pricing rules
• Based on the arm's-length principle

• The arm's length principle (ALP) is the condition or the fact that the 
parties to a transaction are independent and on an equal footing

• Commonly used methods include comparable uncontrolled 
prices, cost-plus, resale price or markup, and profitability based 
methods.

24

As it applies to Supply Chain, moving goods 
between countries is more complicated: 
1. Goods have to be shipped, held in customs, 
have tariffs paid, and undergo any other 
number of costs and delays. 
2. Of these, clearing customs often presents the 
biggest hurdle 
3.Many countries tax items as they leave or 
arrive in the country 
4.Making sure that these taxes are being paid 
correctly can be complicated

http://www.oecd.org/tax/transfer-pricing/oecd-transfer-pricing-guidelines-for-multinational-enterprises-and-tax-administrations-20769717.htm
https://en.wikipedia.org/wiki/Cost-plus


THE PLAYERS --CFO
• Traditionally, the CFO stance has been arms-length 

monitoring and reporting on the supply chain, rather than a 

collaborative business relationship with the supply chain 

executive  

• Holistic Supply Chain Finance – Vehicle of 

Profitability

• Not A Pure Cost Play, SC is Intrinsically Tied to P&L,  

Balance Sheet and Cash Flow Statement

• Well Beyond Shipping and Warehouse Costs

• Analytics Drive Collaboration – Right Data, Right Mindset 

• Reduce Time to Market and Lead Times

• Timely Delivery

• Prioritize Service to the Most Important Customers (Customer 

Profitability)

• Customer Size does not necessarily predict  profitability

• Location

• Market Penetration

• Hidden Risks

25

The CFO needs to set the tone at the top for 
the people managing supply chain



Why the CFO & the Supply Chain Officer Need 
Each Other More Than Ever

• CFOs drive better business performance through 
strategic partnerships with the chief supply chain officer
• when cost reduction leapt to the top of the corporate agenda, 

supply chains were one of the first places that CFOs turned to for 
savings

• essential to have a supply chain strategy that is aligned with the 
broader corporate and financial goals of the business

• Efficiency is also paramount, to be able to respond to new market 
growth opportunities

• CFOs are collaborating closely with other internal functions –
not just from a monitoring, reporting and risk management 
perspective, but also as supporters and enablers of 
performance.

26

CFOs and supply chain leaders are 
creating alignment between strategy, 
finance, tax and operations, unlocking 
hidden value within the organization 
and strengthening financial 
performance.



CFO Signals –
What are Top Financial Executives Thinking
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2018   
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2018 Deloitte Crisis Management Study
• Organizations face more crises today than they did 10 years ago
• Magnitude, as well as the number of crises, is growing
• 80 percent of organizations worldwide have had to mobilize their 

crisis management teams at least once in the past two years, with 
cyber and safety incidents topping the list of crises requiring 
management intervention

• “The environment of crisis has changed. What was once just an 
accident is now a crisis thanks to the use of social media”

Cybercrime has gone professional, with 
organized crime and national governments 
sponsoring cyberattacks on everything from 
sensitive government data to corporations’ 
intellectual property

Gartner: 33% of organization do not have a 
cyber security expert

• Uncertainty is rampant
• Weather related disruptions have increased in 

severity and time-to-recover
• Increased emphasis senior leaders are placing 

on supply chain risk management initiatives, but 
also the evolving spectrum of risks and 
uncertainty associated with the modern supply 
chain process

• External auditors are evaluating risk 
management strategies and readiness as part of 
annual reviews 



• Alignment around top business risks

• The monitoring program of the future is 
focused on cyber risks to the business

• Board Level Involvement and Escalation

• Internal Audit Point

• Supplier Relationship Management

• Procurement 

• Transportation

• Risk Mapping 
30

Supply Chain and Finance Alignment



Accurate Costing Information Lacking in Supply 
Chain….Institute of Management Accountants, 
Feb 2018

• “From the supply chain perspective, an effective managerial costing system 
has clear value,” said IMA Vice President of Research and Policy Raef
Lawson.“It enables better make-or-buy decisions, defines landed versus 
delivery costs and determines the realistic cost of holding inventory.”

• Costing information also plays a critical role in sales and operations 
planning. Among those surveyed, supply chain managers agreed, on 
average, that the benefits of improving their costing systems exceed the 
investment.

• Root Causes

• An overreliance on external financial reporting systems

• Using outdated costing models

• Accounting and finance’s resistance to change 31

Institute of Management Accountants, Feb 2018

One clear strategy is for supply chain managers to strengthen their 
relationship with accounting and finance to foster greater 
information flow between the two departments as well as greater IT 
infrastructure.
Most importantly is demand from top-level management, including 
the CFO and CSCO,  for updated costing practices



Takeaways

• Supply chain management integrates supply and demand 
management within and across companies

• The ‘Holy Grail’ of supply chain management is to, as efficiently as 
possible, exactly match supply to real demand wherever it occurs

• Supply chain managers have a responsibility to be internal business 
resources

• Virtually all supply chain events have financial implications

• The CFO needs to set the tone at the top for the people managing 
supply chain

• The history of supply chain management, has always been about 
information—getting more of it, managing it better and building 
new capabilities with it

• CFOs drive better business performance through strategic 
partnerships with supply chain leaders

• Real Time Data is Not Fast Enough
32



Key Skillsets for Running Tomorrow’s 
Digital Supply Chain 

• Supply Chain & Logistics Engineering

• Project Management

• Python

• Tableau

• Oral and Written Communication

• Problem Solving

• Relationship Skills

33

Dean’s Panel: Talent Partnering with Business Schools
• University of Iowa
• Auburn University
• Mississippi State University
• University of Tennessee
• The Ohio State University



Conclusions
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✓ To build an effective model between supply 
chain decisions and organizational 
performance, the supply chain organization in 
a firm must understand :
• how SC actions and decisions link to the 

financial components of the firm 
• analyze the influence that its various actions 

and components have on outcomes that 
influence financial performance. 

✓ This linkage model will help to ensure that the 
supply chain organization is making and 
implementing decisions that are valued by the 
top management of the firm



QUESTIONS
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