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Post DHL, Bonn, Germany). The members in 
a supply chain can contract with these 3PL 
companies to handle many of their logistical 
needs, which in turn enables them to focus 
on their core competencies. From a lean per-
spective, the key advantage of using 3PL pro-
viders is the improved and efficient product 
flows that can be achieved from the point of 
origin to the point of consumption.

•• Supplier Parks. The extent to which compa-
nies can improve the cost and time associ-
ated with logistics is often constrained by the 
widely separated global locations of the sup-
ply chain members. To create a leaner supply 
chain, one possible option is have suppliers 
locate near a producer in a supplier park. The 
physical proximity can improve the efficiency 
of production and delivery of goods. For example, Nissan announced its intention to spend 
US$160 million on a 1.5-million square-foot supplier park to locate many of its suppliers close 
to its Smyrna, Tennessee, plant.24 Yet, a supplier park is only feasible in situations where there 
is a high density and concentration of population and manufacturing facilities, and it is more 
common in countries such as Japan, China, and Taiwan. In geographically large countries such 
as the United States and Canada, persuading suppliers to relocate near you isn’t always feasible.

Approaches to lean logistics will continue to evolve as more and more companies embrace the 
concept of lean supply chains. Note that lean logistics approaches will work only if the supply chain 
members mutually reinforce and cooperate with each other.

Performance Measurement and Continuous Improvement
Performance metrics can be used to gauge quantitatively how well a supply chain is performing. Time 
metrics assess the amount of time to process an order, transportation time, and similar variables. Cost 
metrics assess material and labor costs, the costs associated with returns and repairs, interest, rent, 
and facilities, transportation, and storage costs. Efficiency metrics evaluate inventory turnover or days 
of inventory on hand, as well as capacity and capital usage (ROI or cash flow). Effectiveness metrics 
evaluate the percentage of orders delivered on time and customer satisfaction metrics, such as number 
of customer complaints and percentage of returned items.25

The metrics often used to monitor the performance of lean supply chains are inventory turnover 
and days of inventory on hand. Nonetheless, several other performance metrics have been developed. 
An ideal starting point for determining the appropriate performance measurements to use is a value 
stream map. The value stream map provides a comprehensive view of the entire supply chain, includ-
ing product and information flows. Using the value stream map, you can identify problem areas and 
then select relevant performance metrics to improve each.

Supplier park: the 
location of multiple 
suppliers in close 
proximity to a producer 
to create a leaner supply 
chain

Time metrics: an 
assessment of the 
amount of time to 
process an order, 
transportation time, and 
similar variables

Cost metrics: an 
assessment of material 
and labor costs, the costs 
associated with returns 
and repairs, interest, rent, 
facilities, transportation, 
and storage

Nissan decided to open a 
supplier park near its plant 
in Smyrna, Tennessee, to 
cut down on production and 
delivery costs and increase 
efficiency in its supply chain.
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FIGURE 14.3: Simplified Timeline Chart
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