Metrics
SUPPLY CHAIN PROCESS:   Source

DEFINITION:

Metric
Computation of Metrics 
Explanation/Metrics Definition


1. Overall Inventory Turns

Annual cost of goods sold (company info) ( average total inventory (12)

2. Raw Materials Inventory Turns (manufacturing companies only)

Annual cost of raw materials purchased (3) ( average raw material inventory (13)

3. Work-in-Process Inventory Turns (manufacturing companies only)

(Annual cost of raw materials purchased (3) + Annual cost of conversion (4)) ( average work in process inventory (14)

4. Finished Goods Inventory Turns 

Annual cost of goods sold (company info)  ( average finished goods inventory (15)

5. Percentage of safety stock

Average safety stock (16)  ( total inventory (12)

6. Purchase operating expense dollars as a percent of  supply chain purchase dollars

Purch operating expense dollars (21) ( supply chain purchase dollars (2)

7. Purchase order cycle time (in days for purchasing department and excludes supplier lead time)

Average amount of time (in days) elapsed from point of intention to place order to receipt of order by vendor (32)

8. Supplier lead time

Average amount of time (in days) elapsed from point of order to delivery (32)

9. Supplier on-time delivery

Percentage of orders supplier delivers on scheduled due date (34)




10. 
11. Percent of transactions processed via procurement card 



Total value of transactions via procurement card  (5) ( total value of supply chain transactions processed (2)

12. Percent of transactions handled under blanket contract 



Value of transactions handled under blanket contract (6) ( total value of supply chain transactions processed (2)

13. Percent of transactions handled through “one time” purchase orders

Value of transactions handled under purchase order (7) ( total value of supply chain transactions processed (2)

14. Value of purchases per buyer/purchasing agent

Value of transactions processed by purchasing department (9) ( #  of buyer/purchasing agents (20)

15. Percent of transactions processed electronically 

Value of transactions processed electronically (8) ( total value of supply chain transactions processed (2)

16. Percent of total transactions handled by the purchasing department 

Total value of transactions processed by the purchasing department (9) ( total value of  transactions processed (1)



17. Quality of Receipts

$ amount of rejected items (10) ( $ amount of supply chain ordered items (2)

18. Receipt Shortage

Total $ amount of shorted items (11) ( $ amount of supply chain ordered items (2)

19. Inventory risk 

Total $ written off due to obsolescence (17) ( total $ inventory (12)

20. Warehouse Damage/Shrink

$ amount of product disposed of due to damage & spoilage (18) ( $ amount of inventory (12) 

21. Purchasing dept employees as a percent of company employees 

# purchasing employees (19) ( total # of company employees (company info)

22. Purchasing operating expense dollars as a percent of COGS dollars 

Purchasing operating expense dollars (21) ( COGS dollars (company info)

23. Purchase dollars per purchasing dept employee 



Supply chain purchase dollars (2) ( # purchasing dept employees (19)

24. Purchase dollars per buyer/purchasing agent 



Supply chain purchase dollars (2) ( # of buyer/purchasing agents (20)

25. Labor cost as a percent of purchase dollars

Total labor cost of buyers/purchasing agents (22) ( Supply chain purchase dollars (2)

26. Average annual training hours per professional purchasing employee 

Total training hours  (23) ( #  buyers/purchasing agents (20)

27. # of SKUs per purchasing department employee

Total # SKUs (24) ( # purchasing department employees (19)

28. # of SKUs per buyer/purchasing agent

Total # SKUs  (24) ( # buyer/purchasing agents (20)

29. Percent of SKUs accounting for 80% of sales dollars

Sort items by total dollars sold in descending order.  Add totals for each item until grand total = 80% of sales dollars.  Count the number of distinct items in the above calculation (25) ( total # SKUs (24)

30. Average dollar value of inventory per purchasing employee

Total inventory (12) ( # purchasing department employees (19)

31. Percent active suppliers

# active suppliers (27) ( total number of suppliers (26)

32. Active suppliers per purchasing dept employee 



# active suppliers (27) ( # purchasing dept employees (19)

33. Active suppliers per buyer/purchasing agent 



# active suppliers (27)  ( # buyers/purchasing agents (20)

34. Purchase dollars spent per active supplier 



Supply chain purchase dollars (2) ( # active suppliers (27)

35. Purchasing operating expense dollars per active supplier 



Purchasing operating expense (21) ( # active suppliers (27)

36. Percent of key suppliers accounting for 80 percent of purchase dollars 

# of key suppliers accounting for 80 percent of purchase dollars (28) ( # total active suppliers (27)

37. Percent of  key suppliers visited annually

# of key suppliers visited annually (29) ( # of active suppliers (27)

38. Percent of active suppliers that are certified

Total number of suppliers formally certified (30) ( Total number of active suppliers (27)

39. Percent of goods purchased from certified suppliers

Total dollars purchased from certified suppliers 
(31) ( Supply chain purchase dollars (2)

1. What is the annual scrap expense?



2. What is the WIP inventory turns?

(Cost Of Goods Sold / Average WIP) over the last 12 months

3. What is the average production cycle time? 

Weighted by the number of units produced

4. What is the average actual-to-theoretical production cycle time?

Weighted by the number of units produced (Production time + queuing time + other delays) / Productive processing per unit

5. What is the productive processing time per dollar cost of goods sold?



6. What percent of production orders is rescheduled? 

Averaged across last year (Number of production orders produced as per plan at the beginning of a week /Number of production orders produced)

7. What is the average monthly overtime for direct laborers (hours)?



8. What is the average monthly overtime expense for direct laborers ($)?



9. How many days of sales does your average production run cover?



1. Cross Docking Utilization

Pallet x-docked / Shipped Pallets

2. Productivity at receiving - receipts

Daily receipts / Daily hours at receiving (excluding breaks).  Help understand receiving capacity.

3. Productivity at receiving - pallets

Daily pallet received / Daily hours at receiving (excluding breaks)

4. Damaged goods received

Damaged goods received ($) / Total receipts ($).  Help understand non added value activities at receiving.

5. Average delay before putaway

The average time received goods stay on docks before the putaway activity begins.  This measure could be difficult to compute in most companies.  If the case use manager feeling. Average (putaway date – receiving date).

6. Productivity at picking

· Daily picked lines / Daily hours at picking (excluding breaks)

OR

· Daily picked cases / Daily hours at picking (excluding breaks)

7. “SCRATCHES” ratio

The number of time in a day where the packing slip indicates that stock is available but real inventory is zero.

# of lines for which no stock is available, but packing slip indicates at least 1 item available / Total picked lines

Note:  To be evaluated with the annual inventory check report

8. Goods damaged at picking

# of cases damaged at picking / picking cases.  Allows correlation computation between productivity and quality. Often, picking productivity is correlated with a high damaged goods ratio.

9. Loading productivity - pallets

Daily loaded pallet (cs) / Daily hours at shipping (excluding breaks)

10. Loading productivity - trucks

Daily trucks loaded / Daily hours at shipping (excluding breaks)

Customer Service Metrics
11. 
12. Errors at picking

# of picking errors / # of lines (cases) picked.  Allows correlation computation between productivity and quality. Often, picking productivity is correlated with a high error ratio.

13. Fill rates

· Orders filled complete

· Lines filled complete

· Cases filled complete

# of orders completely filled / Total orders

# of lines completely filled / Total lines

# of cases shipped / Total ordered cases

Used to evaluate the impact on productivity. A 50% lines filled complete ratio implies a huge opportunity to improve (picking density)

14. Delayed orders 

# of orders that do not meet the customer request date / # of orders.  Help analyze planning quality.

15. Average credit issuing time

Average time for a customer to receive a credit from the time goods arrive at the warehouse to the time the credit is issued.  Measure the performance of the reverse logistic.

16. Completed orders lead-time

Average elapsed time between the entry and the shipping of an order.  A good indication of the degree of process optimization.

17. Returned goods ratio

Returned goods ($) / sales ($).  The impact of reverse logistics

Inventory Metrics
18. 
19. Inventory obsolescence ratio

Obsolete inventory ($) / Total inventory ($).  Indicates opportunities for space utilization improvement.

20. Inventory turns

Inventory ($) / Sales ($), according to an ABC classification.  Indicates potential for a better space utilization.

21. Inventory accuracy

Take the customer measure (if available) since all inventory measures are time consuming to compute.  Potential improvement to increase productivity and quality.

General Management Metrics
22. 
23. Warehousing costs

Warehousing costs (including management but excluding transportation) / sales

24. Capacity Utilization

Annual DC throughput (cu.ft) / Annual Capacity (cu.ft)

25. Space Utilization

· Utilized cubic foot per available cubic foot

· Available cubic foot per available square foot

· Utilized cu.ft. = sum of all case volume in the DC

· Available cu.ft. = 80-85% of racks/shelves capacity

26. Training ratio

Training Expenses for the SBU / Salaries (excluding benefits).  A good indicator for Non Quality Services.

1. Transportation costs as a percent of sales revenue

Total annual transportation costs / annual sales revenue

2. Average transit time

Total days transit time/total number of shipments

3. On-time Delivery Performance

Total number of shipments delivered on-time (on customer specified date or based on transit time)/ total number of shipments

4. Average cost per hundred weight ($/CWT) by mode

Total transportation costs by mode/ total shipment weight (lbs.) by mode X 100

5. Damaged Shipments

· Percentage of shipments with transportation related damages = Total number of shipments with damages / total number of shipments

· Average damages per shipment = total dollar value of damages / total number of damaged shipments

· Percentage of claims recovery = total value of claims filed / total amount of claims settlements received

6. Private Fleet adjusted cost per mile

Adjusted cost per mile = [cost per mile / (1 – empty mile %)]

7. Freight Costs

Total freight costs /  purchase order dollars

1. What is the whole order fill rate?

Customer order could have more than one item, and even if one item is not filled that order is deemed as an unfilled order. This metric equals (Number of perfect orders last year/Total number of orders last year)

2. What is the order fill accuracy last year (in percentage)?

· Quantity

· Items

· Destination

· Price

· Total number of orders with quantity errors / Total number of orders

· Total number of orders with different items than ordered / Total number of orders 

· Total number of orders sent to the wrong destination / Total number of orders

· Total number of orders with price different for the accepted price / Total number of orders

3. What is the average order receipt to order entry (complete) time?



4. What is the average order entry completion to order ready for shipment cycle time?



5. How long are returned materials stored before investigation or scrapping?

Average time from receipts of RMA into the warehouse to removal by company or its associate. This is zero when returned materials are shipped directly to the investigating company.

6. What is the Annual cost of obsolescence?

· Annual dollars lost from damages of a shipped product

· Annual return of goods cost

· Annual excess inventory write-off

· Annual Warranty costs



7. What is the estimated order management cost?

· Creating customer order cost

· Order entry and maintenance cost

· Order fulfillment cost

· Customer invoicing and accounting cost

These costs include wages, overtime, and benefits of order processing personnel, any software maintenance or annual license fees (but not capital expenditure such as hardware and software), supplies, and training. Rent, depreciation, allocated overheads should not be included.

8. What is the average demand forecast error? (If each functional area has different forecast, obtain the forecast error for each of those forecasts)

Please specify how this is calculated in your organization. What measures are maintained?

9. What is your company’s inventory turns?

Cost of goods sold / Average finished goods inventory

10. What percent of annual sales is through vendor managed inventory customers?



11. What percent of sales is tracked through electronically linked sales information (POS)?
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