
INTRODUCTION

Supply Chain Optimization Plan
Discover and realize the margin locked in your B2B community

Prepared exclusively for XXXX
You could potentially have $XXX million in annual profit in your supply chain, which could be unlocked through greater automation of your order-to-cash process. This estimation comes from analyzing at six months worth of your actual B2B community data.
The challenge is realize this profit without becoming harder for your suppliers to do business with. The solution is to extend and expand business process automation by enhancing critical collaborative processes with more suppliers.
A fully optimized order-to-cash process allows for near automated purchase orders, timely shipment notification, and electronic invoicing and payment, all of which will reduce supply chain costs and in turn increase profit margins. With this real-time information, you can make better decisions and react faster to changing conditions. At the same time, higher automation will eliminate the delays and costs that come from fragmented, manual data transfer using email and fax.

This analysis helps you to calculate your potential supply-chain cost savings by applying actual data from your order-to-cash process to mathematical worksheets, using three steps:


● automate your fundamental supply-side order-to-cash process

● leverage those fundamental order-to-cash processes

● gain visibility into the order-to-cash and related B2B processes
In addition, this analysis shows you how to quickly unlock those savings in order to realize the increased profit margin. 

STEP 1

AUTOMATING THE ORDER-TO-CASH PROCESS

Most manufacturing trading communities and supply chains have automated parts of their core order-to-cash process activities. However, there are still areas that present opportunities to maximize efficiency and cost savings.   It stands to reason that the most efficient supply chains have automated four basic steps in the order-to-cash process, with electronic documents, as seen in chart 1.  
CHART 1: 

BEST PRACTICE: THE IDEAL ORDER-TO-CASH PROCESS

1. Manufacturer Places Order. Sends any one of three documents to a supplier (850* Purchase Order, 830 Forecast, 863 Materials Release) or a combination of 830** and 862**
2.  Supplier Sends Order:  856 Advance Ship Notice

3.  Suppler Invoices Manufacturer: 810 Invoice

4.  Manufacturer Pays Supplier: 820 Remittance

· Using a 855 P.O. Acknowledgement is recommended as a best practice
· ** Many companies use either an 830 or 862. However, it’s recommended that any company using one of these forms, use both
ANALYSIS OF YOUR ORDER-TO-CASH PROCESS

While automating these four steps brings the greatest potential for savings, most supply chains still use manual procedures for some or all of the core order-to-cash transactions. This chart shows the level of automation in a representative sample of the manufacturing industry in placing orders, paying for them, and receiving them, as well as the order-to-cash activities your company has automated by supporting them with electronic documents that we can see. (For more information on how the data was compiled, see the appendix.)
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Document Activity Analysis


CALCULATING YOUR ESTIMATED SAVINGS

Each step in the order-to-cash process that does not have a “Yes” in the preceding chart represents an opportunity for you to implement greater efficiencies in your supply chain, which can lead to increased savings. The following worksheet shows how to calculate the potential savings that come from automating the order-to-cash process with electronic documents. 

Your potential increased monthly average document transactions 

X

$5.00 processing cost** 

X

number of months 

=

Potential Cost Savings

** $5.00 processing costs, a conservative estimate, includes all associated processing costs of a document. This is based on Sterling Commerce’s 30 years experience as well as industry analyst input. Actual numbers range from $5 to $50 per document.
HOW STERLING CAN HELP AUTOMATE YOUR B2B PROCESS

Over the past 30 years, Sterling Commerce has helped power the growth of 479 of the Fortune 500 companies by optimizing the performance of their global business communities. Sterling Commerce has a solid record of success providing key B2B services to raise the level of business process optimization, resulting in lower costs that translate into higher profits. Sterling Commerce can help your company:
· Identify More Transaction Opportunities. Professional assessment services analyze your critical B2B activities, identifying greater opportunities for automation.

· Provide Seamless Communications for your Information. Sterling Collaboration Network quickly connects community members, so information flows seamlessly to and from external partners into enterprise systems.
· Focus on Core Competencies. Sterling Collaboration Network simplifies partner on-boarding, provides managed services, and 24x7 support, letting you focus resources on your business.
· Make B2B Processes Efficient. Sterling Collaboration Network ensures availability of pertinent, B2B process-specific data, so you don’t waste time making phone calls or sending emails.
· Provides a Single, Integrated Solution. Sterling Commerce is your single source for both EDI and complex business process integration. We can help you accommodate trading partners regardless of their size and technical capabilities. And we let you choose the delivery option that best fits your business and business needs: software, hosted service, or a combination of both.  
STEP 2

LEVERAGING YOUR ORDER-TO-CASH PROCESS
Once you have automated the order-to-cash process, your greatest savings will come from converting trade partners that now use manual procedures and paper documents to electronic activities. To estimate your potential savings from this conversion, you first have to determine your current quantities of documents and trading partners, as shown in chart 3..

YOUR SUPPLY CHAIN ACTIVITY
Chart 3
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Using this data with the worksheets below, you can calculate the potential savings from two areas:

■ extending the number of electronic documents your trade partners are capable of using with you versus how many they actually trade.

■ expanding your trading partner community to include your partners who are not currently trading order-to-cash process documents 
In addition, a higher level of supply-chain automation reduces costs in two other ways:

■ faster processing

■ fewer errors
■ improved process and community visibility

The next two worksheets help you calculate your estimated savings from greater automation of the order-to-cash process, both with trading partners who currently use electronic documents and those who do not.

POTENTIAL SAVINGS:

EXTENDING DOCUMENT USE

-a customized worksheet-

This first worksheet determines the potential savings from extending your automated order-to-cash activities.
Number of Your Partners Electronically Trading With Suppliers and Customers Other Than With You

(XX)

X

Average number of documents per partner

(XXX)
X 
$5.00 processing cost**

X 

12 months

= 

XXXXX  Annual Potential Cost Savings 

($XXXX)
** $5.00 processing costs, a conservative estimate, includes all associated processing costs of a document. This is based on Sterling Commerce’s 30 years experience as well as industry analyst input. Actual numbers range from $5 to $50 per document.
POTENIAL SAVINGS:
EXPANDING TRADE PARTNERS

-a customized worksheet-

This second worksheet determines the potential savings from enabling your suppliers who are not currently using the order-to-cash process documents. 
Number of Your Partners Who are Not Currently Trading the Document 

(204)

X 
Average number of documents per partner

(115)
X
$5.00 processing cost**

X 

12 months

= 

XXXXX  Annual Potential Cost Savings
($XXXXX)
** $5.00 processing costs, a conservative estimate, includes all associated processing costs of a document. This is based on Sterling Commerce’s 30 years experience as well as industry analyst input. Actual numbers range from $5 to $50 per document.
HOW STERLING CAN HELP LEVERAGE
YOUR ORDER-TO-CASH PROCESS

As a trusted advisor to the world’s most well-known and respected companies, Sterling Commerce can help you automate and leverage your order-to-cash process, turning it into a competitive advantage. Sterling Commerce has the expertise to enhance complex critical B2B processes through a variety of services: 

· Pinpoint More Transactions. Professional assessment services determines additional transactions opportunities that you can automate.

· Identify Current Partner Capabilities. A custom survey of your community provides a clear picture of capabilities of your trade partners.

· Enable and Expand Capabilities. Using the survey results, we work with your partners to enable and roll out those transaction sets.

· Build and Expand Your Community. Sterling Commerce develops a comprehensive recruitment plan to permit profitable growth.

· Ensure Maximum Efficiency through thorough testing of new documents with new trading partners.  
· Trade With Anyone. Sterling Commerce helps automate your B2B processes so you can trade with any supplier electronically regardless of file type, eliminating costly, manual paperwork.

STEP 3

GAINING VISIBILITY INTO B2B PROCESSES
After automating and leveraging your B2B processes, you can maintain and increase efficiency by gaining full visibility into your community and shared B2B processes using real-time data. You need timely end-to-end visibility in order to efficiently manage the flow of orders, inventory, and shipments both inside and outside your organization. Higher visibility gives you better and timelier information, allowing you to make better decisions that bring savings from several areas:

Know Trends For Peak B2B Processing and Document Flows

Benefit: Create efficiencies by eliminating unnecessary supply chain costs.

An automated order-to-cash process creates better efficiencies and eliminates unnecessary costs. By identifying peak processing and document flows, you can ask suppliers and customers to adjust the times of their document generation, reducing latencies in your system. Staffing and computer resources can be scheduled efficiently, around peak times and valleys.  
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Identify Top Performer and Laggards

Benefit: Easily determine the easiest – and most profitable – trading partners to work with.
An optimized order-to-cash process lets you determine the easiest – and most profitable – partners to work with. These charts help you identify which partners are meeting your service level agreements, versus those who are not performing to your business requirements. This information works in conjunction with alerts to ensure better performance, maximizing your savings.
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Eliminate Profit-Draining Manual Processes
Benefit: Improved responsiveness and customer service to drive down costs.
An automated order-to-cash process eliminates the delays from data transfers using email and fax, which add costs and inefficiency to your supply chain. Higher visibility allows you to see what documents are most frequently used and which are not, enabling identification of your partners that need a higher level of automation, resulting in the greatest cost savings.
HOW STERLING CAN HELP YOU GAIN VISIBILITY

Sterling Commerce’s B2B solutions provide a graphically-friendly method for quickly tracking key documents, letting you identify trends immediately and take actions that cut costs. The benefits to you include:

· Gain Greater Control of B2B Processes. Control all steps in the order-to-cash process as a single ongoing business transaction, making collaboration more responsive.
· Fix Problems Immediately. Use the business rules modeler to set up actions that identify and fix problems as they occur, eliminating costly delays.
· Keep Key People Informed. Automate exception-based alerts, so key personnel in your business have the real-time data they need to take immediate action.
· Get a Deeper View of Your Business. Analyze transaction reports that track key business performance factors, letting you take steps to maximize efficiency and reduce costs.
GROW YOUR PROFIT NOW
Too often, supply chains are a source of cost and inefficiency, but automating the order-to-cash process can turn a supply chain into a competitive advantage. Extending and expanding automation of your B2B community can potentially translate into $1.862 million in yearly savings: 
Contact Sterling Commerce today to see how we can help you realize those cost savings by:

● expanding and extending order-to-cash automation you’ve already begun
● implementing best practices in your order-to-cash process 
● providing greater visibility into B2B processes to increase efficiencies.
The vast majority of the Fortune 500 relies on Sterling Commerce solutions to evaluate market conditions accurately, take action quickly, and seize opportunities. Thriving in the rapidly evolving global enterprise depends on maximizing every advantage, and Sterling Commerce can help you begin turning your supply chain into a competitive advantage today through a better order-to-cash process.
APPENDIX: EXPLANATION OF DATA SOURCES

:


● analysis of more than 250 manufacturing hubs and their communities, including yours, over a six-month period, from November 2005 through April 2006


● analysis of the traffic flowing from the companies using Sterling Commerce’s business process network

● input from industry experts


● Sterling Commerce’s 30-plus years of B2B experience


● comparison of data by manufacturing industry SIC codes,  

