[image: ]
How Does the Supply Chain Helped Amazon’s Management System?
Ram Charan and Julia Yang, in their book The Amazon Management System, describe the essential components of Amazon’s Management System. In this article, we will see how the supply chain and staff education help leverage these essential components.
Component 1 – Customer Obsession A supply chain has as a key component “adding value” for the customer. The supply chain helps “add value” in the following ways:
· On-time deliveries to the customer, in quantity and in full – OTIF (Orders in Time and In Full)
· Reduction of the customer order cycle time – OCT (Order Cycle Time)
Component 2 – Superior Human Talent Build a multifunctional team that dares to learn new skills! Education in the supply chain for all staff allows them to see the business holistically (as a whole, in a global and integrated way) to make decisions that help both the customer and the business.
Component 3 – Correct Data and Performance Indicators To achieve teamwork and avoid functional silos, it is necessary to have the right and aligned indicators. The Supply Chain Council, now part of ASCM/APICS, has a framework called the SCOR model (Supply Chain Operations Reference model), which is a global standard and allows benchmarking. The key indicators of this model are:
· Reliability (OTIF – Orders in Time and In Full)
· Quick Response (OCT – Order Cycle Time)
· Flexibility
· Liquidity (CCC – Cash Conversion Cycle)
Component 4 – Innovation Innovation requires a good system for managing ideas. This system is known as project management and is an essential part of a supply chain.
Component 5 – High Quality and Speed in Decision-Making There is a law in supply chain management called George Plossl’s Law, which states that all benefits are directly related to the speed of processes and information. An integral part of the supply chain, in addition to good planning, is good execution. The supply chain has tools that help increase speed without increasing cost, such as VSM (Value Stream Mapping).
Component 6 – Culture Amazon’s culture is perfectly aligned with the culture and mindset, values, principles, character, and style of Jeff Bezos (Founder of Amazon).
At SCM Full Value Solutions, we help your company successfully implement Amazon’s key components.
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