
Ten Supply Chain Changes

Greg Hutchins PE

QualityPlusEngineering.com

800.COMPETE



Who is Greg Hutchins?

Å Principal with Quality Plus Engineering (Q+E), Portland Oregon 
based supply and project management company.

Å Q+E is US Department of Homeland Security 
Certified/Designated for Critical Infrastructure Protection: 
Forensics, Assurance, AnalyticsÊ

Å Addresses: 

ïwww.QualityPlusEngineering.com

ïwww.ValueAddedAuditing.com

ïGregh@europa.com  or GregH@QualityPlusEngineering.com

ï800.COMPETE

Å Author of ISO 9000 (Wiley, translated into 8 languages), 
Standard Manual of Quality Auditing (Prentice Hall/ASQ), and 
Value Added Auditing (WIT)

Å ASQ/IEEE/PMI Columnist 



Critical Infrastructure Protection
Forensics ςAssurance - Analytics



My Mission Critical Objective 

Today:

ÅDiscuss major changes in:

ïGlobal business

ïSourcing

ïSupply management

ïSupplier auditing

ÅDiscuss why risk management is critical knowledge 

area for All quality professionals



USA Today: Public Safety Risk



¦{! ¢ƻŘŀȅΩǎ [ŜŀŘ !ǊǘƛŎƭŜ ¢h5!¸

ÅάYŜƭƭƻƎƎ ǎŀȅǎ ƛǘΩǎ ǊŜǾƛŜǿƛƴƎ Ƙƻǿ ƛǘ ǉǳŀƭƛŦƛŜǎ 
suppliers after a food-safety auditor it hired gave 
superior ratings in the Georgia peanut plant now 
ŀǘ ǘƘŜ ŎŜƴǘŜǊ ƻŦ ƻƴŜ ƻŦ ǘƘŜ ƴŀǘƛƻƴΩǎ ƭŀǊƎŜǎǘ ŦƻƻŘ 
ǊŜŎŀƭƭΦέ
Åά¢ƘŜ C5! ƛƴǎǇŜŎǘŜŘ ǘƘŜ Ǉƭŀƴǘ ƭŀǎǘ ƳƻƴǘƘ ŀŦǘŜǊ ǘƘŜ 

outbreak was detected and reported serious 
ŘŜŦƛŎƛŜƴŎƛŜǎΦέ
ÅάYŜƭƭƻƎƎΩǎ ŀǳŘƛǘƻǊΣ ǘƘŜ !ƳŜǊƛŎŀƴ LƴǎǘƛǘǳǘŜ ƻŦ 
.ŀƪƛƴƎΣ ǎŀȅǎ ŀ ǎǳǇŜǊƛƻǊ ǊŀǘƛƴƎ ŘƻŜǎƴΩǘ ƳŜŀƴ ǘƘŀǘ 
ǘƘŜ ŀǳŘƛǘƻǊǎ ŘƛŘƴΩǘ ŦƛƴŘ ǇǊƻōƭŜƳǎΦέ



The Rest of the Story

ÅάYŜƭƭƻƎƎΩǎ ŀǳŘƛǘƻǊΣ ǘƘŜ !ƳŜǊƛŎŀƴ LƴǎǘƛǘǳǘŜ ƻŦ 
.ŀƪƛƴƎΣ ǎŀȅǎ ŀ ǎǳǇŜǊƛƻǊ ǊŀǘƛƴƎ ŘƻŜǎƴΩǘ ƳŜŀƴ ǘƘŀǘ 
ŀǳŘƛǘƻǊǎ ŘƛŘƴΩǘ ŦƛƴŘ ǇǊƻōƭŜƳǎΦέ
ÅάYƛƴƎ bǳǘΣ ǿƘƛŎƘ ǊŜŎŀƭƭŜŘ t/! όtŜŀƴǳǘ /ƻǊǇ ƻŦ 

America), sends employees to audit larger 
ǎǳǇǇƭƛŜǊǎΣ ōǳǘ ƴƻǘ ƻƴŜǎ ŀǎ ǎƳŀƭƭ ŀǎ t/!Φέ
Åάt/! ŘƛŘ ǎǳǇǇƭȅ YƛƴƎ bǳǘ ŀƴŘ ƻǘƘŜǊ ŎǳǎǘƻƳŜǊǎ 
ǿƛǘƘ ŎŜǊǘƛŦƛŎŀǘŜǎ ŀǘǘŜǎǘƛƴƎ ǘƻ ǘƘŜ ƛƴƎǊŜŘƛŜƴǘΩǎ 
ǉǳŀƭƛǘȅΦέ
Åάt/! ŘƛǎǇǳǘŜǎ ǘƘŜ ŦƛƴŘƛƴƎǎΦ  Lǘ ŦŀŎŜǎ ŀ ŦŜŘŜǊŀƭ 
ŎǊƛƳƛƴŀƭ ƛƴǾŜǎǘƛƎŀǘƛƻƴΦέ



#1 - From Global Stability to Global 
Uncertainty



Discussion

ÅPrice of oil fluctuates
ÅWorld is flat or spiky
ÅCarbon emissions and global warming
ÅFinancial crises
ïBlack Monday ςJanuary 27, 2009
ï75,000 job loss

Åb¸ ¢ƛƳŜǎ ά5ŜŜǇ /ǳǘǎ {ǳƎƎŜǎǘ ¢Ƙŀǘ 9ƳǇƭƻȅŜǊǎ 9ȄǇŜŎǘ ŀ 
[ƻƴƎ 5ƻǿƴǘǳǊƴέ
ÅResult:
ïRethinking of basics of offshoring and benefits of 

outsourcing 



#2 -ΨaŀŘŜ ƛƴ /ƘƛƴŀΩ ǘƻ ΨaŀŘŜ ƛƴ ¦{!Ω



Discussion

ÅOffshoring to domestic sourcing

ÅOffshoring
ïExpensive

ïRisks

ÅDomestic sourcing
ïLowers risk

ïMade in USA label

ïMore control 

ïCloser to sources



#3 - Just in Time to Just in Case



Discussion

ÅJust in Time

ïLean supply chain

ïNo buffer inventories

ÅJust in Case

ïWhat if

ïRisk analysis

ïBuffer inventories



#4 - Single Source to Multiple Sources



Discussion

ÅSingle sourcing makes a lot of sense and offer 
value

ÅHowever, single source can result in supply 
risks

ïEarthquake in China

ÅAll eggs in one basket

ÅNo diversification of risk



#5 - Stable Supplier Capability to 
World Class Capabilities



Discussion

ÅOld supplier selection model was:
ïMake part within spec and meet business 

requirements

ïTransactional relationship

ÅNew Model
ïSix sigma capability

ïWorld class risk management

ïSelf certification

ïRisk based performance



#6 - From Product Price to 
Risk/Reliability Decision Making 



Discussion

ÅPrice or cost has been traditional method of 
selecting suppliers

ÅNow, risk is becoming critical component of 
selecting suppliers



#7 - Looking Backward to Looking 
Forward



Discussion

ÅQuality has compliance flavor

ïHistorical focus

ïPast performance

ÅRisk management

ïFuture focus

ïΨ²Ƙŀǘ ƛŦΩ ŀƴŀƭȅǎŜǎ



#8 - Supplier Trust to Supply 
Verification



Discussion

ÅSupplier trust is based on:

ïLong term, mutually beneficial relationship

ïGood products supplied

ÅSupplier verification

ïMore audits

ïTrust but verify



#9 - Quality Audits to Risk Audits



Discussion

ÅQuality Audits

ïISO 9000

ïCompliance based (still)

ÅRisk Audits

ïΨ²Ƙŀǘ ƛŦΩ ŀǳŘƛǘǎ

ïWhite space gaps and risks in supply chain



#10 - Business as Usual To 
Business Continuity Management



Discussion

ÅSupply chain disruption was not considered 
because of just in time philosophy of no buffer 
inventories

ÅNow, there are a lot more disruptions

ÅSolution is Business Continuity Planning



Future of Supply Chain Management

ÅRisk is the primary filter for supply chain decision 
making
ÅSupplier auditing will mean more risk auditing
ÅClients will want certification (assurance) 

suppliers comply with requirements
ÅSupplier auditors will need more training in risk 

management
ÅFocus on business continuity management
ÅEmphasis on being proactive, predictive, 

preemptive, and preemptive on supply risks



QUESTIONS?

THANK YOU FOR THE 
INVITATION!

Greg Hutchins


