Part One Case Studies

Dell’s Configure-to-Order
(CTO) Supply Chain Strategy

Dell has grown phenomenally since its establishment in 1984 by a young medical
student in the US, Michael Dell, to its position now as one of the world’s leading tech-
nology companies.' In 2013, it was ranked #51 in the Fortune 500; in late 2013, the
company was taken private by Michael Dell in a high-profile $25bn deal and he now
controls some 75% of the company out of the glare of Wall Street and the “tyranny of
the quarterly results cycle’.? The company has evolved from being a manufacturer of just
PCs into an end-to-end technology solutions provider. Dell ascribes much of its success
to its expertise in SCM and the velocity with which it is able to process and deliver
orders: in the PC sector where competitors often take weeks to build and ship product,

Dell’s metrics are hours and days.

DIRECT TO CUSTOMER

Central to Dell’s phenomenal success is its distribution strategy: since it started to build

its own machines in 1985 (prior to this the company had focused on upgrading old IBM
machines), it has sold direct to the customer, avoiding the need for intermediaries, and
getting product faster to the customer. The computers themselves were viewed by some

as not particularly remarkable from a technological perspective, so much so that in
1996 The Fconomist magazine described Dell as ‘selling PCs like bananas’. The busi-
ness market segment is highly important to Dell and the company has invested in cus-
tomer relationship management in order to stay close to key customers, while similarly
evaluating the cost-to-serve different customer segments and designing product offer-
ings accordingly. Finished products are delivered by third-party logistics partners direct
from the manufacturing plants to customers, often merging-in-transit with peripherals,

such as printers and other products.
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