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Abstract: 
When Michael R. Katzorke, vice president of supply management at Cessna Aircraft in Wichita, Kan., began working on the company's supply chain management system in 1998, Cessna was still a traditional aerospace firm. It had a functional orientation, was vertically integrated, had traditional processes and practices, and there was no provision for Total Quality Management or Six Sigma. To bring about the more fundamental and permanent changes they were seeking, Katzorke and his Cessna colleagues - both at the executive level and in supply management - have developed and deployed no fewer than twenty-one practices and tools aimed at: 1. driving the best possible supply-base rationalization decisions, 2. accelerating the supply-base rationalization process, 3. improving suppliers' performance, and 4. integrating key suppliers with Cessna's critical business, manufacturing, and design processes. Brief discussions of each of these steps are presented. 

Supply chain management is the process of planning, implementing, and controlling the operations of the supply chain with the purpose to satisfy customer requirements as efficiently as possible. Supply chain management spans all movement and storage of raw materials, work-in-process inventory, and finished goods from point-of-origin to point-of-consumption (Wikipedia, 2006). This concept has become increasingly popular and those organizations who are recognizing the importance of effective supply chain management are gaining significant competitive advantage over their competitors because of way they are configuring and managing their supply chain. 

When Michael R. Katzorke, vice president of supply management at Cessna Aircraft in Wichita, Kan., began working on the company's supply chain management system in 1998, Cessna was still a traditional aerospace firm. It had a functional orientation, was vertically integrated, had traditional processes and practices, and there was no provision for Total Quality Management or Six Sigma. Thereafter he brought remarkable changes by using innovative supply chain management practices such as twenty-one practices and tools aimed at driving the best possible supply-base rationalization decisions, accelerating the supply-base rationalization process, improving suppliers' performance, and integrating key suppliers with Cessna's critical business, manufacturing, and design processes. Let us discuss these briefly: 



Cessna 20/20 
corporate goals were framed and were termed as Cessna 20/20. These take care of goals of all the stakeholders such as shareholders, customers, suppliers, management and others.  For example they are articulated as: total customer satisfaction, a world quality standard for aviation, breakthrough operational performance, status as a Top 10 company to work for in the U.S., and superior financial performance. 




Stretch goals 
Strategy is all about stretching the resources in order to achieve the higher goals. They laid down higher goals such as: improve quality reliability 10 fold in three years, improve annual productivity in terms of cost, not inflation, improve on time delivery 10 fold in three years, and improve cycle time three fold. 
     
Baldrige as Standard 
Katzorke used Baldrige Award criteria to benchmark Cessna. It was used as a major tool for identifying the warts in the process and prioritizing the application of such tools of change as Six Sigma, lean manufacturing, and integrated supply chain. Baldrige criteria were also applied in assessing business leadership strategic planning effectiveness, customer market focus, information analysis, human resource focus, process management, and business results. As per quality website there are seven important issues: 

- Product and Service Outcomes 
- Customer-Focused Results 
- Financial and Market Results 
- Human Resource Results 
- Organizational Effectiveness Results 
- Leadership and Social Responsibility Results 


Supply chain management initiatives 

A.  Rationalization plans. 
The ultimate goal for everyone involved in the business is "to get the right product at the right place at the right time and right price with the desired quality incurring least cost". Hence Supplier performance measurement is of vital importance to determine total cost of supply relationships, products, and entire supply chains. This cost includes both direct (price) and indirect (hidden costs like costs of sub-par quality, late deliveries, stock-outs, purchase price variance etc.) components. 
Hence Cessna started with modifying the supplier relationship. It weeded out the ineffective suppliers.  They develop plans for six production commodity teams-propulsion systems, electrical and avionics systems, major assemblies like braking and hydraulic systems, fabricated parts, raw materials, and electrical and mechanical hardware. 
B.  STARS 
it’s been rightly said by Dr. Michael Hammer "You can't improve what you can't measure." This is so apt for supplier performance rating which helps the buyer to act proactively to make suitable arrangements for any disruptions in the supply. 
If the supplier performance is not properly measured, the indirect costs may not only neutralize the gains of direct costs they can also turn them into losses. 
Cessna used STARS (Suppliers Tracking and Rating System), a database of historical and current behavior relative to quality, cost, delivery, service, inventory, technology. The data is now shared monthly with the CEO of each major supplier. Using a 1-5 rating scale, (1 being good, 5 being unacceptable), STARS provides enterprise-wide data for all to see. Most important, STARS, combined with Baldrige award criteria, plays a major role in Cessna's supplier rationalization process. Each supplier does an annual assessment using Baldrige criteria and Cessna tracks progress of the scores involved. 
     


C.  Sorting process 
With the help of a rating system it has ranked suppliers into one of three categories: (1) Growth: suppliers whose share of Cessna business will grow. (2) Provisional: suppliers whose future prospects as Cessna suppliers are cloudy based on past performance. And (3) Phase-out: suppliers whose business with Cessna is about to end. 

D. Transformation center 

This center shows suppliers what's expected of them and how they will be judged under it and it will play an important role in Cessna's next step-aligning with key suppliers in determining Cessna's future supply base. Three issues were identified affecting supplier rationalization plans: 
First is the act of pulling business from phase-out suppliers and giving it to growth suppliers. Second involves new products and can even involve entirely new technologies. Third comes out of make/buy discussions and could be affected by corporate capital spending plans. 
E. Electronic auctions. 

It used the electronic auction tool for purchasing purposes.  But in this only growth suppliers are allowed to bid in Cessna auctions. All bidding is conducted online in real time and all competitors get to see what their rivals are bidding. If pricing drops unrealistically, Cessna usually reviews other factors before awarding a contract. (Since only growth suppliers are allowed to bid, it's well understood that they are capable of meeting Cessna's requirements.) A decision process that formerly consumed six months or more is completed at the end of an hour or so. They are also using Ariba as an enterprise e-procurement application. Ariba is being used to shrink cycle time. It offers, for instance, a number of features that improve and reduce workflow costs by controlling choices. They are using ESIS to improve the information system.  ESIS gives even suppliers without EDI an integrated look at every aspect of their Cessna business from future schedule requirements, to elimination of POs and direct forecasting of when each plane goes out the door. 

Besides they are using Component and Supplier Relationship Management which is another enabling tool that links the technical and marketplace information that drives design and sourcing activities, Supplier advisory board to improve communication between critical suppliers, Cessna's senior leadership team, and customers.  There is a Maturity Path Development Process (MPD which is a "sit down" held with each supplier. 

All these tools have helped Cesna in a big way to improve its performance.
