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FIGURE 2.8: Supply Chain Operations Reference (SCOR) Model

SOURCE: http://www.supply-chain.org.

partners should develop an overall strategy that supports the competitive strategies of the indi-
vidual partner firms within the supply chain. Wal-Mart and P&G, for example, have forged a 
powerful strategic alliance in the area of inventory purchasing and supplying. The two firms use 
a vendor managed inventory (VMI) system that allows P&G to track and manage the inventory 
of all its products in all of Wal-Mart’s stores. The advantage of such an alliance is that it frees 
Wal-Mart from having to use resources on mundane activities such as inventory management. 
In return, P&G gets premier shelf space for all its products in the giant’s retailer’s stores.

Evaluating the Performance of a Supply Chain Strategy
How do firms measure how well their supply chain strategies are working? Several key performance 
indicators such as inventory turns, cycle time, defects per million opportunities (DPMOs), and fill rate 
can be used to track supply chain performance. The supply chain operations reference (SCOR) model 
developed by the Supply Chain Council is a systematic way to measure supply chain performance. The 
SCOR model, which is shown in Figure 2.8, examines both high-level processes as well as individual 
processes that together define the scope of the supply chain. This model allows firms to identify the 
critical processes in a supply chain and, therefore, better understand exactly what to measure when 
assessing their performance. Furthermore, it allows organizations to compare the efficiency and effec-
tiveness of their supply chains against those of their competitors.

The SCOR model divides supply chains into five distinct processes or building blocks:

1.	 Plan: Develop a plan for the supply chain that best meets the sourcing, production, and delivery
processes needed to fulfill the expected demand for the firm’s products.

2.	 Source: Procure the goods and services to meet the demand.
3.	 Make: Meet the demand by transforming the product into its finished state.
4.	 Deliver: Deliver the finished goods and services.
5.	 Return: Receive products, including defective or excess product, back from the customer for

any reason.

The SCOR model has more than 150 key indicators. Like the model itself, the SCOR metrics are also 
organized in a hierarchical structure. Each higher level metric is developed from calculations from the 
lower level of the hierarchy. Typically, the lower level metrics relate to a narrower subset of processes 
within the supply chain. For example, the metric for a firm’s delivery performance is calculated using 
the total number of products delivered correctly and on time. This information then is combined with 
other metrics to evaluate how well the firm’s supply chain is performing overall and how it compares 
with the supply chains of competing firms.
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