
“Introduction to Retail Supply”.

Topic Objective:

At the end of this topic students will be able:

 To Understand Supply Chain management.

 To analyze the Supply Chain Management system problems and issues.

 To review the activities and functions of a Supply Chain Management.

Definition/Overview:

Supply chain management: Supply chain management (SCM) is the process of planning,

implementing and controlling the operations of the supply chain 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.

Key Points:

1. Supply chain management

Organizations increasingly find that they must rely on effective supply chains, or networks,

to successfully compete in the global market and networked economy. In Peter Drucker's

management's new paradigms, this concept of business relationships extends beyond

traditional enterprise boundaries and seeks to organize entire business processes throughout a

value chain of multiple companies.

During the past decades, globalization, outsourcing and information technology have enabled

many organizations, such as Dell and Hewlett Packard, to successfully operate solid
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collaborative supply networks in which each specialized business partner focuses on only a

few key strategic activities. This inter-organizational supply network can be acknowledged as

a new form of organization. However, with the complicated interactions among the players,

the network structure fits neither "market" nor "hierarchy" categories. It is not clear what

kind of performance impacts that different supply network structures could have on firms,

and little is known about the coordination conditions and trade-offs that may exist among the

players. From a system's point of view, a complex network structure can be decomposed into

individual component firms. Traditionally, companies in a supply network concentrate on the

inputs and outputs of the processes, with little concern for the internal management working

of other individual players. Therefore, the choice of an internal management control structure

is known to impact local firm performance.

In the 21st century, there have been a few changes in business environment that have

contributed to the development of supply chain networks. First, as an outcome of

globalization and the proliferation of multi-national companies, joint ventures, strategic

alliances and business partnerships, there were found to be significant success factors,

following the earlier "Just-In-Time", "Lean Management" and "Agile Manufacturing"

practices. Second, technological changes, particularly the dramatic fall in information

communication costs, which are a paramount component of transaction costs, have led to

changes in coordination among the members of the supply chain network.

Many researchers have recognized these kinds of supply network structures as a new

organization form, using terms such as "Keiretsu", "Extended Enterprise", "Virtual

Corporation", "Global Production Network", and "Next Generation Manufacturing System".

In general, such a structure can be defined as "a group of semi-independent organizations,

each with their capabilities, which collaborate in ever-changing constellations to serve one or

more markets in order to achieve some business goal specific to that collaboration".
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2. Supply Chain Management Problems

Supply chain management must address the following problems:

 Distribution Network Configuration: Number, location and network missions of suppliers,

production facilities, distribution centers, warehouses, cross-docks and customers.

 Distribution Strategy: Including questions of operating control (centralized, decentralized or

shared); delivery scheme (e.g., direct shipment, pool point shipping, Cross docking, DSD (direct

store delivery), closed loop shipping); mode of transportation (e.g., motor carrier, including

truckload, LTL, parcel; railroad; intermodal, including TOFC and COFC; ocean freight;

airfreight); replenishment strategy (e.g., pull, push or hybrid); and transportation control (e.g.,

owner-operated, private carrier, common carrier, contract carrier, or 3PL).

 Information: Integration of and other processes through the supply chain to share valuable

information, including demand signals, forecasts, inventory, transportation, and potential

collaboration etc.

 Inventory Management: Quantity and location of inventory including raw materials, work-in-

process and finished goods.

 Cash-Flow: Arranging the payment terms and the methodologies for exchanging funds across

entities within the supply chain.

Supply chain execution is managing and coordinating the movement of materials,

information and funds across the supply chain. The flow is bi-directional.

3. Activities/functions

Supply chain management is a cross-functional approach to manage the movement of raw

materials into an organization, certain aspects of the internal processing of materials into

finished goods, and then the movement of finished goods out of the organization toward the

end-consumer. As organizations strive to focus on core competencies and becoming more

flexible, they have reduced their ownership of raw materials sources and distribution

channels. These functions are increasingly being outsourced to other entities that can perform
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the activities better or more cost effectively. The effect is to increase the number of

organizations involved in satisfying customer demand, while reducing management control

of daily logistics operations. Less control and more supply chain partners led to the creation

of supply chain management concepts. The purpose of supply chain management is to

improve trust and collaboration among supply chain partners, thus improving inventory

visibility and improving inventory velocity.

Several models have been proposed for understanding the activities required to manage

material movements across organizational and functional boundaries. SCOR is a supply

chain management model promoted by the Supply Chain Management Council. Another

model is the SCM Model proposed by the Global Supply Chain Forum (GSCF). Supply

chain activities can be grouped into strategic, tactical, and operational levels of activities.

3.1 Strategic

o Strategic network optimization, including the number, location, and size of warehouses,

distribution centers and facilities.

o Strategic partnership with suppliers, distributors, and customers, creating communication

channels for critical information and operational improvements such as cross docking, direct

shipping, and third-party logistics

o Product design coordination, so that new and existing products can be optimally integrated into

the supply chain, load management

o Information Technology infrastructure, to support supply chain operations.

o Where-to-make and what-to-make-or-buy decisions

o Aligning overall organizational strategy with supply strategy.

3.2 Tactical

o Sourcing contracts and other purchasing decisions.

o Production decisions, including contracting, locations, scheduling, and planning process

definition.

o Inventory decisions, including quantity, location, and quality of inventory.

o Transportation strategy, including frequency, routes, and contracting.
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o Benchmarking of all operations against competitors and implementation of best practices

throughout the enterprise.

o Milestone payments

o Focus on customer demand.

3.3 Operational

o Daily production and distribution planning, including all nodes in the supply chain.

o Production scheduling for each manufacturing facility in the supply chain (minute by minute).

o Demand planning and forecasting, coordinating the demand forecast of all customers and sharing

the forecast with all suppliers.

o Sourcing planning, including current inventory and forecast demand, in collaboration with all

suppliers.

o Inbound operations, including transportation from suppliers and receiving inventory.

o Production operations, including the consumption of materials and flow of finished goods.

o Outbound operations, including all fulfillment activities and transportation to customers.

o Order promising, accounting for all constraints in the supply chain, including all suppliers,

manufacturing facilities, distribution centers, and other customers...

: The Retail Distribution Channel

Topic Objective:

At the end of this topic students will be able:

 To Understand retail pricing as a retail distribution channel.

 To discover what retail services can be offered when using retail as a distribution channel.

 To analyze the different types of retail.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

5
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



Definition/Overview:

Retailing: Retailing consists of the sale of goods or merchandise from a fixed location, such as a

department store or kiosk, or by post, in small or individual lots for direct consumption by the

purchaser. Retailing may include subordinated services, such as delivery. Purchasers may be

individuals or businesses. In commerce, a retailer buys goods or products in large quantities from

manufacturers or importers, either directly or through a wholesaler, and then sells smaller

quantities to the end-user. Retail establishments are often called shops or stores. Retailers are at

the end of the supply chain. Manufacturing marketers see the process of retailing as a necessary

part of their overall distribution strategy.

Shops: Shops may be on residential streets, shopping streets with few or no houses, or in a

shopping center or mall, but are mostly found in the central business district. Shopping streets

may be for pedestrians only. Sometimes a shopping street has a partial or full roof to protect

customers from precipitation. In the U.S., retailers often provided boardwalks in front of their

stores to protect customers from the mud. Online retailing, also known as e-commerce is the

latest form of non-shop retailing (cf. mail order).

Shopping: It refers to the act of buying products. Sometimes this is done to obtain necessities

such as food and clothing; sometimes it is done as a recreational activity. Recreational shopping

often involves window shopping (just looking, not buying) and browsing and does not always

result in a purchase.
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Key Points:

1. Retail pricing

The pricing technique used by most retailers is cost-plus pricing. This involves adding a

markup amount (or percentage) to the retailers cost. Another common technique is suggested

retail pricing. This simply involves charging the amount suggested by the manufacturer and

usually printed on the product by the manufacturer. In Western countries, retail prices are

often called psychological prices or odd prices.

Often prices are fixed and displayed on signs or labels. Alternatively, there can be price

discrimination for a variety of reasons, where the retailer charges higher prices to some

customers and lower prices to others. For example, a customer may have to pay more if the

seller determines that he or she is willing to. The retailer may conclude this due to the

customer's wealth, carelessness, lack of knowledge, or eagerness to buy. Another example is

the practice of discounting for youths or students. Retailers who are overstocked, or need to

raise cash to renew stocks may resort to "sales", where prices are "marked down", often by

advertised percentages - "50% off".

2. Retail Services

Behind the scenes at retail there is another factor at work. Corporations and independent

store owners alike are always trying to get the edge on their competitors. One way to do this

is to hire a merchandising solutions company to design custom store displays that will attract

more customers in a certain demographic. The nation's largest retailers spend millions every

year on in-store marketing programs that correspond to season and promotional changes. As

products change, so will a retail landscape.
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3. Etymology

Retail comes from the French word retaillier which refers to "cutting off, clip and divide" in

terms of tailoring (1365). It first was recorded as a noun with the meaning of a "sale in small

quantities" in 1433 (French). Its literal meaning for retail was to "cut off, shred, paring". Like

the French, the word retail in both Dutch and German (detailhandel and Einzelhandel

respectively) also refer to sale of small quantities of items.

4. Retail types

There are three major types of retailing.

 The first is the market, a physical location where buyers and sellers converge. Usually this is

done in town squares, sidewalks or designated streets and may involve the construction of

temporary structures (market stalls)

 The second form is shop or store trading. Some shops use counter-service, where goods are out

of reach of buyers, and must be obtained from the seller. This type of retail is common for small

expensive items (e.g. jewelry) and controlled items like medicine and liquor. Self-service, where

goods may be handled and examined prior to purchase, has become more common since the 20th

century.

 A third form of retail is virtual retail, where products are ordered via mail, telephone or online

without having been examined physically but instead in a catalog, on television or on a website.

Sometimes this kind of retailing replicates existing retail types such as online shops or virtual

marketplaces such as Amazon.

5. Retail Building

Buildings for retail have changed considerably over time. Market halls were constructed in

the Middle Ages, which were essentially just covered marketplaces. The first shops in the

modern sense used to deal with just one type of article, and usually adjoined the producer

(baker, tailor, cobbler). In the 19th century, in France, arcades were invented, which were a

street of several different shops, roofed over. Counters, each dealing with a different kind of
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article, were invented; it was called a department store. One of the novelties of the

department store was the introduction of fixed prices, making haggling unnecessary, and

browsing more enjoyable. This is commonly considered the birth of consumerism. In cities,

these were multi-story buildings which pioneered the escalator.

 In the 1920s the first supermarket opened in the United States, heralding in a new era of retail:

self-service. Around the same time the first shopping mall was constructed which incorporated

elements from both the arcade and the department store. A mall consists of several department

stores linked by arcades (many of whose shops are owned by the same firm under different

names). The design was perfected by the Austrian architect Victor Gruen All the stores rent their

space from the mall owner. By mid-century, most of these were being developed as single

enclosed, climate-controlled, projects in suburban areas. The mall has had a considerable impact

on the retail structure and urban development in the United States.

 In addition to the enclosed malls, there are also strip malls which are 'outside' malls (in Britain

they are called retail parks. These are often comprised of one or more big-box stores or

superstores.

 Local shops can be known as brick and mortar stores in the United States. Many shops are part

of a chain: a number of similar shops with the same name selling the same products in different

locations. The shops may be owned by one company, or there may be a franchising company that

has franchising agreements with the shop owners

 Some shops sell second-hand goods. In other cases, especially in the case of a nonprofit shop, the

public donates goods to the shop to be sold In give-away shops goods can be taken for free.

 There are also 'consignment' shops, which are where a person can place an item in a store, and if

it sells the person gives the shop owner a percentage of the sale price. The advantage of selling

an item this way is that the established shop gives the item exposure to more potential buyers.

The term retailer is also applied where a service provider services the needs of a large

number of individuals, such as with telephone or electric power. Retailers may use facing to

create the look of a perfectly-stocked store even when it is not.
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In Section 2 of this course you will cover these topics:
Supply Chain Operations Planning

Supply Chain Operation: Sourcing Material And Making Products

You may take as much time as you want to complete the topic coverd in section 2.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Supply Chain Operations Planning

Topic Objective:

At the end of this topic students will be able:

 To Understand Supply Chain.

 To analyze the Supply Chain modeling.

 To review the activities of a Supply Chain Management system.

Definition/Overview:

Supply Chain: A supply chain or logistics network is the system of organizations, people,

technology, activities, information and resources involved in moving a product or service from

supplier to customer. Supply chain activities transform natural resources, raw materials and

components into a finished product that is delivered to the end customer. In sophisticated supply
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chain systems, used products may re-enter the supply chain at any point where residual value is

recyclable. Supply chains link value chains.

Key Points:

1. Supply Chain

A typical supply chain begins with ecological and biological regulation of natural resources,

followed by the human extraction of raw material and includes several production links, for

instance; component construction, assembly and merging before moving onto several layers

of storage facilities of ever decreasing size and ever more remote geographical locations, and

finally reaching the consumer.

Many of the exchanges encountered in the supply chain will therefore be between different

companies who will seek to maximize their revenue within their sphere of interest, but may

have little or no knowledge or interest in the remaining players in the supply chain. More

recently, the loosely coupled, self-organizing network of businesses that cooperates to

provide product and service offerings has been called the Extended Enterprise.

2. Supply chain modeling

The black arrow represents the flow of materials and information and the gray arrow

represents the flow of information and backhauls. The elements are (a) the initial

supplier, (b) a supplier, (c) a manufacturer, (d) a customer, (e) the final customer.

There are a variety of supply chain models, which address both the upstream and

downstream sides.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

11
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



The SCOR (Supply Chain Operations Reference) model, developed by the Supply Chain

Council, measures total supply chain performance. It is a process reference model for supply-

chain management, spanning from the supplier's supplier to the customer's customer.. It

includes delivery and order fulfillment performance, production flexibility, warranty and

returns processing costs, inventory and asset turns, and other factors in evaluating the overall

effective performance of a supply chain.

The Global Supply Chain Forum (GSCF) introduced another Supply Chain Model. This

framework is built on eight key business processes that are both cross-functional and cross-

firm in nature. Each process is managed by a cross-functional team, including representatives

from logistics, production, purchasing, finance, marketing and research and development.

While each process will interface with key customers and suppliers, the customer

relationship management and supplier relationship management processes form the critical

linkages in the supply chain.

3. Supply chain management

In the 1980s the term Supply Chain Management (SCM) was developed , to express the need

to integrate the key business processes, from end user through original suppliers. Original

suppliers being those that provide products, services and information that add value for

customers and other stakeholders. The basic idea behind the SCM is that companies and

corporations involve themselves in a supply chain by exchanging information regarding

market fluctuations and production capabilities.

If all relevant information is accessible to any relevant company, every company in the

supply chain has the possibility to and can seek to help optimizing the entire supply chain

rather than sub optimize based on a local interest. This will lead to better planned overall

production and distribution which can cut costs and give a more attractive final product

leading to better sales and better overall results for the companies involved.
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Incorporating SCM successfully leads to a new kind of competition on the global market

where competition is no longer of the company versus company form but rather takes on a

supply chain versus supply chain form.

The primary objective of supply chain management is to fulfill customer demands through

the most efficient use of resources, including distribution capacity, inventory and labor. In

theory, a supply chain seeks to match demand with supply and do so with the minimal

inventory. Various aspects of optimizing the supply chain include liaising with suppliers to

eliminate bottlenecks; sourcing strategically to strike a balance between lowest material cost

and transportation, implementing JIT (Just In Time) techniques to optimize manufacturing

flow; maintaining the right mix and location of factories and warehouses to serve customer

markets, and using location/allocation, vehicle routing analysis, dynamic programming and,

of course, traditional logistics optimization to maximize the efficiency of the distribution

side.

There is often confusion over the terms supply chain and logistics. It is now generally

accepted that the term Logistics applies to activities within one company/organization

involving distribution of product whereas the term Supply chain also encompasses

manufacturing and procurement and therefore has a much broader focus as it involves

multiple enterprises, including suppliers, manufacturers and retailers, working together to

meet a customer need for a product or service.

Starting in the 1990s several companies choose to outsource the logistics aspect of supply

chain management by partnering with a 3PL, Third-party logistics provider. Companies also

outsource production to contract manufacturers.

There are actually four common Supply Chain Models. Besides the two mentioned above,

there are the American Productivity & Quality Center's (APQC) Process Classification

Framework and the Supply Chain Best Practices Framework.
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: Supply Chain Operation: Sourcing Material And Making Products

Topic Objective:

At the end of this topic students will be able:

 To Understand Supply Chain Operations Reference-model

 To analyze the Performance Measurements Pillar.

 To review the Best Practices Pillar

Definition/Overview:

Supply-Chain Operations Reference-model: (SCOR(r)) is a process reference model

developed by the management consulting firm PRTM and AMR Research and endorsed by the

Supply-Chain Council (SCC) as the cross-industry de facto standard diagnostic tool for supply

chain management. SCOR enables users to address, improve, and communicate supply chain

management practices within and between all interested parties in the Extended Enterprise.

Key Points:

1. Supply-Chain Operations Reference-model

SCOR(r) is a management tool, spanning from the supplier's supplier to the customer's

customer. The model has been developed by the members of the Council on a volunteer basis

to describe the business activities associated with all phases of satisfying a customer's

demand..

The model is based on 3 major "pillars":

 Process Modeling

 Performance Measurements

 Best Practices
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2. The Process Modeling Pillar

By describing supply chains using process modeling building blocks, the model can be used

to describe supply chains that are very simple or very complex using a common set of

definitions. As a result, disparate industries can be linked to describe the depth and breadth of

virtually any supply chain.

SCOR(r) is based on five distinct management processes: Plan, Source, Make, Deliver, and

Return.

 Plan - Processes that balance aggregate demand and supply to develop a course of action which

best meets sourcing, production, and delivery requirements.

 Source - Processes that procure goods and services to meet planned or actual demand.

 Make - Processes that transform product to a finished state to meet planned or actual demand.

 Deliver - Processes that provide finished goods and services to meet planned or actual demand,

typically including order management, transportation management, and distribution

management.

 Return - Processes associated with returning or receiving returned products for any reason. These

processes extend into post-delivery customer support.

With all reference models, there is a specific scope that the model addresses. SCOR is no

different and the model focuses on the following:

 All customer interactions, from order entry through paid invoice.

 All product (physical material and service) transactions, from your suppliers supplier to your

customers customer, including equipment, supplies, spare parts, bulk product, software, etc.

 All market interactions, from the understanding of aggregate demand to the fulfillment of each

order.

SCOR does not attempt to describe every business process or activity. Relationships between

these processes can be made to the SCOR and some have been noted within the model. Other

key assumptions addressed by SCOR include: training, quality, information technology, and

administration (not supply chain management). These areas are not explicitly addressed in

the model but rather assumed to be a fundamental supporting process throughout the model.

SCOR provides three-levels of process detail. Each level of detail assists a company in

defining scope (Level 1), configuration or type of supply chain (Level 2), process element

details, including performance attributes (Level 3). Below level 3, companies decompose
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process elements and start implementing specific supply chain management practices. It is at

this stage that companies define practices to achieve a competitive advantage, and adapt to

changing business conditions.

SCOR is a process reference model designed for effective communication among supply

chain partners. As an industry standard it also facilitates inter and intra supply chain

collaboration, horizontal process integration, by explaining the relationships between

processes (i.e., Plan-Source, Plan-Make, etc.). It also can be used as a data input to

completing an analysis of configuration alternatives (e.g., Level 2) such as: Make-to-Stock or

Make-To-Order. SCOR is used to describe, measure, and evaluate supply chains in support

of strategic planning and continuous improvement.

3. The Performance Measurements Pillar

The SCOR model contains more than 150 key indicators that measure the performance of

supply chain operations. These performance metrics derive from the experience and

contribution of the Council members. As with the process modeling system, SCOR metrics

are organized in a hierarchical structure. Level 1 metrics are at the most aggregated level, and

are typically used by top decision makers to measure the performance of the company's

overall supply chain. Level 1 Metrics are primary, high level measures that may cross

multiple SCOR processes. Level 1 Metrics do not necessarily relate to a SCOR Level 1

process (PLAN, SOURCE, MAKE, DELIVER, RETURN).

The metrics are used in conjunction with performance attributes. The Performance Attributes

are characteristics of the supply chain that permit it to be analyzed and evaluated against

other supply chains with competing strategies. Just as you would describe a physical object

like a piece of lumber using standard characteristics (e.g., height, width, depth), a supply

chain requires standard characteristics to be described. Without these characteristics it is

extremely difficult to compare an organization that chooses to be the low-cost provider

against an organization that chooses to compete on reliability and performance.
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Associated with the Performance Attributes are the Level 1 Metrics. These Level 1 Metrics

are the calculations by which an implementing organization can measure how successful they

are in achieving their desired positioning within the competitive market space.

The metrics in the Model are hierarchical, just as the process elements are hierarchical. Level

1 Metrics are created from lower level calculations. (Level 1 Metrics are primary, high level

measures that may cross multiple SCOR processes. Level 1 Metrics do not necessarily relate

to a SCOR Level 1 process (PLAN, SOURCE, MAKE, DELIVER, RETURN). Lower level

calculations (Level 2 metrics) are generally associated with a narrower subset of processes.

For example, Delivery Performance is calculated as the total number of products delivered on

time and in full based on a commit date.

4. The Best Practices Pillar

Once the performance of the supply chain operations has been measured and performance

gaps identified, it becomes important to identify what activities should be performed to close

those gaps. Over 430 executable practices derived from the experience of SCC members are

available.

The SCOR model defines a best practice as a current, structured, proven and repeatable

method for making a positive impact on desired operational results.

 Current - Must not be emerging (bleeding edge) and must not be antiquated

 Structured - Has clearly stated Goal, Scope, Process, and Procedure

 Proven - Success has been demonstrated in a working environment.

 Repeatable - The practice has been proven in multiple environments.

 Method- Used in a very broad sense to indicate: business process, practice, organizational

strategy, enabling technology, business relationship, business model, as well as information or

knowledge management.

 Positive impact on desired operational results The practice shows operational improvement

related to the stated goal and could be linked to Key Metric(s). The impact should show either as

gain (increase in speed, revenues, quality) or reduction (resource utilizations, costs, loss, returns,

etc.).
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In Section 3 of this course you will cover these topics:
Supply Chain Operation: Deliveries And Returns

Technology And Supply Chain Coordination

You may take as much time as you want to complete the topic coverd in section 3.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Supply Chain Operation: Deliveries And Returns

Topic Objective:

At the end of this topic students will be able:

 To Understand the theories of Supply Chain Management

 To analyze the management components of SCM

 To review the components of Supply Chain

Definition/Overview:

Logistics: is the management of the flow of goods, information and other resources, including

energy and people, between the point of origin and the point of consumption in order to meet the

requirements of consumers (frequently, and originally, military organizations). Logistics involve

the integration of information, transportation, inventory, warehousing, material-handling, and

packaging. Logistics is a channel of the supply chain which adds the value of time and place

utility.
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Key Points:

1. Theories of Supply Chain Management

Currently there exists a gap in the literature available in the area of supply chain management

studies, on providing theoretical support for explaining the existence and the boundaries of

supply chain management. Few authors such as Halldorsson, Ketchen and Hult had tried to

provide theoretical foundations for different areas related to supply chain with employing

organizational theories. These theories include:

 Resource-based view (RBV)

 Transaction Cost Analysis (TCA)

 Knowledge-based view (KBV)

 Strategic Choice Theory (SCT)

 Agency theory (AT)

 Institutional theory (InT)

 Systems Theory (ST)

 Network Perspective (NP)

2. The management components of SCM

The SCM components are the third element of the four-square circulation framework. The

level of integration and management of a business process link is a function of the number

and level, ranging from low to high, of components added to the link. Consequently, adding

more management components or increasing the level of each component can increase the

level of integration of the business process link. The literature on business process

reengineering, buyer-supplier relationships, and SCM suggests various possible components

that must receive managerial attention when managing supply relationships. Lambert and

Cooper identified the following components which are:
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 Planning and control

 Work structure

 Organization structure

 Product flow facility structure

 Information flow facility structure

 Management methods

 Power and leadership structure

 Risk and reward structure

 Culture and attitude

However, a more careful examination of the existing literature will lead us to a more

comprehensive structure of what should be the key critical supply chain components, the

"branches" of the previous identified supply chain business processes, that is, what kind of

relationship the components may have that are related with suppliers and customers

accordingly. Bowersox and Closs states that the emphasis on cooperation represents the

synergism leading to the highest level of joint achievement. A primary level channel

participant is a business that is willing to participate in the inventory ownership responsibility

or assume other aspects of financial risk, thus including primary level components .A

secondary level participant (specialized), is a business that participates in channel

relationships by performing essential services for primary participants, thus including

secondary level components, which are in support of primary participants. Third level

channel participants and components that will support the primary level channel participants,

and which are the fundamental branches of the secondary level components, may also be

included.

Consequently, Lambert and Cooper's framework of supply chain components does not lead

us to the conclusion about what are the primary or secondary (specialized) level supply chain

components That is, what supply chain components should be viewed as primary or

secondary, how these components should be structured in order to have a more

comprehensive supply chain structure, and to examine the supply chain as an integrative one.
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3. Components of Supply Chain

The following are the supply chain components:

 For customer service management: Includes the primary level component of customer

relationship management, and secondary level components such as benchmarking and order

fulfillment.

 For product development and commercialization: Includes the primary level component of

Product Data Management (PDM), and secondary level components such as market share,

customer satisfaction, profit margins, and returns to stakeholders.

 For physical distribution, manufacturing support and procurement: Includes the primary level

component of enterprise resource planning (ERP), with secondary level components such as

warehouse management, material management, manufacturing planning, personnel management,

and postponement (order management).

 For performance measurement: Includes the primary level component of logistics performance

measurement, which is correlated with the information flow facility structure within the

organization. Secondary level components may include four types of measurement such as:

variation, direction, decision and policy measurements. More specifically, in accordance with

these secondary level components, total cost analysis (TCA), customer profitability analysis

(CPA), and asset management could be concerned as well.

 For outsourcing: Includes the primary level component of management methods, and the

strategic objectives for particular initiatives in key areas of information technology, operations,

manufacturing capabilities, and logistics (secondary level components).

Reverse Supply Chain Reverse Logistics is the process of planning,implementing and

controlling the efficient, effective inbound flow and storage of secondary goods and related

information opposite to the traditional supply chain direction for the purpose of recovering

value or proper disposal. Reverse logistics is also referred to as "Aftermarket Customer
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Services". In other words, anytime money is taken from a company's Warranty Reserve or

Service Logistics budget, that is a Reverse Logistics operation.

: Technology And Supply Chain Coordination

Topic Objective:

At the end of this topic students will be able:

 To understand i2 Technologies as a prime example of the merging of technology and supply

chain.

 To analyze the products and services of i2 Technology

 To comprehend the User group of the i2 Technologies.

Definition/Overview:

i2 Technologies: i2 Technologies is a supply chain management software and services company,

founded in 1988 by Sanjiv Sidhu and Ken Sharma in Dallas, Texas (USA). The company was

initially known as Intellection prior to being renamed i2 Technologies, Inc.. Today it has more

than 1500 customers in a wide variety of industries. i2 is still headquartered in Dallas, TX and

has major offices in Japan, Korea, Belgium (Europe), and Australia. It primarily sells through a

direct sales force, but also has a reseller channel that includes global organizations such as IBM

and TCS.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

22
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



Key Points:

1. Products and services of i2 Technology

Over the years i2 Technologies has specialized in supply chain optimization software, but

through acquisition and organic development has expanded its suite to include solutions in

areas such as platform and data management, collaboration and execution. Its solutions can

be deployed behind the fire wall, hosted or as a service.

 Factory planning

 Supply chain planning

 Demand management

 Inventory optimization

 Supplier collaboration

 Perfect order fulfillment

 Customer collaboration

 Supply chain analytics

 Master data management

 Agile business process platform

 Transportation logistics

 Enterprise performance management

 Supplier collaboration

 Performance Manager

 Sales and operations planning

2. User group

The i2 User Group was formed in 1996 with six companies as founding members. Today, the

User Group has more than 150 member companies. Although independent of i2, the two

organizations have a strategic relationship particularly around product direction.
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3. History

Sanjiv Sidhu claims to have arrived independently at the same conclusions as cognitive

psychologist George A. Miller regarding the number of elements that one can process

effectively at any given time. His official biography states:

Based on his observation that even the smartest people can juggle no more than nine

variables when making decisions, he proposed a design for computer software based on

artificial intelligence and advanced simulation techniques.

The company grew rapidly during the 90's to reach its zenith at the height of the internet

market in 2000, when it crossed the $1B revenue mark. Rapidly falling revenues followed

from 2002 to 2005, when the company hired Michael McGrath of PRTM to be its CEO after

an extensive search. Under Mr. McGrath's leadership the company was able to stabilize and

reach profitability until mid-2007. At that time Mr McGrath was replaced by Dr. Pallab

Chatterjee, who held the position of Interim CEO until being formally named CEO in May,

2008.

4. Humanitarian Efforts

One of the bright spots in i2's legacy is the creation of Aidmatrix, a nonprofit organization

focused on creating supply chain technology solutions for the humanitarian aid sector. Now

an independent organization of some renown, the idea and much of the initial effort for

Aidmatrix came from i2 employees. Aidmatrix was widely recognized for the assistance

provided to the food bank following hurricane Katrina.
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In Section 4 of this course you will cover these topics:
Measuring Performance: Supply Chain Metrics

Nbsp; Defining Supply Chain Opportunities

You may take as much time as you want to complete the topic coverd in section 4.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Measuring Performance: Supply Chain Metrics

Topic Objective:

At the end of this topic students will be able:

 To Understand performance measurement.

 To analyze the Challenges in Performance Measurement

 To discuss the Diversity of organizations and professionals

 To understand the Intangible and non-financial measurements

 To establish a relationship with evaluation

 To describe the change management practices

 To analyze the Performance Measurement Guidelines

Definition/Overview:

Performance measurement: Performance measurement is the use of statistical evidence to

determine progress toward specific defined organizational objectives.
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Key Points:

1. Performance measurement

There are many types of measurements. In school, exams are graded to establish the

academic abilities; in sports, time is clocked in split seconds to verify the athletic abilities.

Similarly in teams and organizations, there are various tools and measurements to determine

how well it performs. Gamble, Strickland and Thompson provide a comprehensive method

for measuring performance of organizations. How well each company performs is dependent

on the strategic plan. Some of the measurements include basic financial ratios such as debt-

to-equity ratio and if the levels are an issue with creditworthiness.

The daunting task of measuring performance for organizations across industries and eras,

declaring the top performers, and finding the common drivers of their success did not occur

to anyone until around 1982, when Tom Peters and Bob Waterman got down to work

researching and writing In Search of Excellence. This publishing sensation challenged

industrial managers actions and attitudes, and inspired researchers and scholars to further

pursue the theory of high performance the holy grail of any competitive business

organisation. This task becomes more complex as corporations diversify into multiple

industries. A researcher must take this into consideration when conducting a comparative

analysis of companies.

Several performance measurement systems are in use today, and each has its own group of

supporters. For example, the Balanced Scorecard , Performance Prism and the Cambridge

Performance Measurement Process are designed for business-wide implementation; and the

approaches of the TPM Process 7-step TPM Process and Total Measurement Development

Method (TMDM) are specific for team-based structures. With continued research efforts and

the test of time, the best-of-breed theories that help organizations structure and implement its

performance measurement system should emerge.
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Although the Balanced Scorecard has become very popular, there is no single version of the

model that has been universally accepted. The diversity and unique requirements of different

enterprises suggest that no one-size-fits-all approach will ever do the job. Gamble, Strickland

and Thompson (2007, p.31) list ten financial objectives and nine strategic objectives involved

with a balanced scorecard.

2. Challenges in Performance Measurement

The traditional control-oriented performance measurement system in the industrial era is

losing its relevance in todays fast changing environment where organisations are re-shaped

into flat multi-functional hierarchies. Performance measurement will get tougher with

globalisation and increasing complexity of organisations business models, teams roles and

responsibilities.

3. Diversity of organizations and professionals

A huge variety of organisations exist today. For example, there are government, education,

financial services, manufacturing, retail, non-profit, food and beverage. Then, there are sub-

industries. In financial services, we can break down into the banks, insurance, exchange and

so on. And in each, we can for example break down a bank into deposit, loan, credit card,

investment departments. In deposit department, we have savings, current and fixed accounts.

This break down goes on until we have an individual that performs a task that is unique. If

the bank example has 10,000 staff, are we going to have 10,000 different performance

measurements? It will be a challenge for an organisation to keep track of the huge diversity

of skilled professionals and ensure alignment to its mission and values.

4. Intangible and non-financial measurements

Traditionally, accountants play a major role in measuring an organisations success.

Unfortunately, annual reports do not allow managers to monitor the progress to build
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capabilities and acquire the intangible assets needed for future growth. Non-financial

measurements will be required to link a companys long term strategy with its short term

actions.

Unlike financial measurements which are straight-forward and certain, non-financial

measurements will require more judgement and justification. For instance, how would a

private banker translate the banks mission of "To be the preferred bank in Asia" into

actionable and measurable tasks? When two private bankers achieved the same sales

revenue, how will the manager measure who is more motivated, hardworking, responsible or

trustworthy? Furthermore, unlike financial measurements which are governed by accounting

standards and principles, non-financial measures will be more susceptible to misuse and

manipulation. There are no direct answers because not everything can be measured

objectively and there will be a threshold before measurements become counter-productive.

5. Relationship with evaluation

Performance measurement is conceptually related to other evaluation approaches. There

tends to be something of a professional and conceptual divide between performance

managers and evaluators, with evaluators criticizing some performance measurement

approaches as being too simplistic. In particular there is the problem of attribution which is

usually not dealt with well in performance measurement systems. Put in its simplest form, the

mere measurement of changes in outcomes over a period of time does not establish

attribution. Even if an actor (organization, policy or person) takes action over the period of

time in which measured outcomes improve this, in itself, does not say anything about

whether such measured changes can be attributed to the actions of the actor rather than to any

other factor. Evaluation as a discipline puts a major focus on attempting to establish

attribution by using various experimental and other methods which make claims about

attribution by controlling for other factors The performance measurement movement, on the

other hand, can challenge evaluators over the fact that their designs often involve extensive
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and costly studies which are not feasible in the vast majority of cases where performance

needs to be measured quickly and cheaply for pragmatic management reasons.

6. Change management practices

As with any other organisational change management program, implementing a performance

measurement system will encounter resistance especially in large bureaucratic organisations.

First of all, nobody likes to be measured. Self-serving managers who are experts in their field

may have the freedom to choose and manipulate measures for their own benefit. Further in

large, global organisations, consistency in implementation across departments may be a

problem if communication and coordination is not executed well. Lastly, inexperienced

managers may not know what they want to find out and collect data and statistics which may

not be that useful. This will cause frustrations and unnecessary effort for staff at the working

level to prepare additional data and reports which adds no value.

7. Performance Measurement Guidelines

7.1 Process Improvement

Throughout the implementation of a Performance Management system, which may

span from months to years, there is a need to constantly focus on the critical goals

that can bring visible progress and enhancement. Otherwise, there is a tendency for

busy employees to lose sight of the ultimate objective of performance measurement,

and treat its implementation as a mere data collection exercise for management.

Teams must create measures that support their mission, or they will not fully exploit

their ability to perform the process faster and more responsive. In addition, to remain

competitive and relevant, the measures need to be continually reviewed and revised

as the environment and economy changes.

7.2 Employee Involvement
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A truly empowered team must play the lead role in designing its own measurement

system as it will know best what sort of measurement it needs to align with the

organisations strategy. This empowerment should not be limited to management level

or the finance department, but be extended to every single individual in the

organisation. Everyone contributes and owns the Performance Measurement system.

Everyone plays a part.

7.3 Reportable

There is no value for measurements that cannot be put into a simple and clear report.

Measurements must focus on most the critical items and not sacrifice quality for

quantity. Too much measurement may mean that teams end up spending too much

time collecting data, monitoring their activities, and not enough time managing the

project outcome.

For example when a car is driven in a city, there are big meters on the dashboard that

indicate the speed, amount of fuel, engine temperature and so on. They are sufficient

for one to get from one place to another safely. We do not want the engineers to

spend time designing a dashboard that crowd us with unnecessary technical

information such as atmospheric pressure, air flow speed, engine or exhaust noise

level.

A well implemented Performance Measurement system should eventually be a tool

that allows a consistent language to be used within the organisation. It should allow

different individuals to trace their measurements to the management and organisation

goals; or allow different departments to cross-reference their priorities and targets

using the same language.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

30
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



7.4 Forward Looking

Unlike financial measurements that often record past accounting numbers, a good

Performance Measurement system should also capture its relevance to the

organisation vision, validate its strategies and chart new directions. It should not

dwell in the past but focus on measurements that impact future deliverables.

Unfortunately, enduring goals require more effort and many organisations prefer to

focus on initiatives that promise short-term financial results even though other

initiatives may have higher long-term payoffs. A possible reason is the increasing

competitiveness and high staff turnover. This builds a culture of short-term permanent

employment, where employees do not foresee themselves to stay on with any

organisation long enough to see any long-term plans bear fruit.

One possible solution for such long-term goals which cannot be realised for many

years (such as in the case of government initiatives), is to identify meaningful output-

oriented milestones that lead to achieving the long-term outcome.

7.5 Optimisation

Will improvement in one area of the organisation be achieved at the expense of

another? If it does, how much sacrifice or risk should the organisation take? The

Performance Measurement system should cover a comprehensive range of measures

and offer perspectives that provide an understanding of cause-effect relationship to

rearrange resources or priorities effectively. This usually requires a balance of

financial and non-financial measures. For example, should a manufacturer delay

production dateline because a new supplier is coming with cheaper alternatives to

save cost? Or should an estate investor forgo the stringent, time consuming

regulatory and compliance checks before making the hot, time-sensitive deal that

has the potential to bring in millions in profit?
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7.6 Realistic

The measures agreed by the employer and employee have to be ambitious and

challenging, and at the same time, be realistic and attainable. Too little means

employees fall into complacency; too much and they start to rebel or leave. This

requires a careful balance and is the managers call and responsibility if there are

disagreements.

7.7 Management Commitment

Before anything can be done, senior managers need to buy-in to the change

management philosophy and adopt the performance-based management principles.

There must be management endorsement at company wide level to ensure

consistency with other existing initiatives such as cross-functional integration,

customer-supplier partnership, continuous improvement, and team, rather than

individual accountability.

The focus should be on strategy and vision, and not day-to-day operational controls.

Managers should dictate strategic goals, ensure that each team understands how its

job fits into the strategy, and provide training so that the team can devise its own

measures. The ownership and accountability for performance remains with the teams,

and managers should allow the teams to decide which measures will best help them

perform their jobs. Managers should not make the mistake of thinking that they know

what is best for the team. If they do, they have crossed the line, returned back to the

command-and-control ways, and render their empowered teams powerless.

: Nbsp; Defining Supply Chain Opportunities

Topic Objective:

At the end of this topic students will be able:
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 To analyze the developments in supply chain management.

Definition/Overview:

Supply Chain Management: The definition one American professional association put forward

is that Supply Chain Management encompasses the planning and management of all activities

involved in sourcing, procurement, conversion, and logistics management activities. Importantly,

it also includes coordination and collaboration with channel partners, which can be suppliers,

intermediaries, third-party service providers, and customers.

Key Points:

1. Supply Chain

In essence, Supply Chain Management integrates supply and demand management within

and across companies. More recently, the loosely coupled, self-organizing network of

businesses that cooperates to provide product and service offerings has been called the

Extended Enterprise.

Some experts distinguish Supply Chain Management and logistics, while others consider the

terms to be interchangeable.

Supply Chain Management can also refer to Supply chain management software which are

tools or modules used in executing supply chain transactions, managing supplier

relationships and controlling associated business processes.
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Supply chain event management (abbreviated as SCEM) is a consideration of all possible

occurring events and factors that can cause a disruption in a supply chain. With SCEM

possible scenarios can be created and solutions can be planned.

2. Developments in Supply Chain Management

Six major movements can be observed in the evolution of supply chain management:

Creation, Integration, and Globalization.

2.1 Creation Era

The term supply chain management was first coined by an American industry

consultant in the early 1980s. However the concept of supply chain in management,

was of great importance long before in the early 20th century, especially by the

creation of the assembly line. The characteristics of this era of supply chain

management include the need for large scale changes, reengineering, downsizing

driven by cost reduction programs, and widespread attention to the Japanese practice

of management.

2.1 Integration Era

This era of supply chain management studies was highlighted with the development

of Electronic Data Interchange (EDI) systems in the 1960s and developed through the

1990s by the introduction of Enterprise Resource Planning (ERP) systems. This era

has continued to develop into the 21st century with the expansion of internet-based

collaborative systems. This era of SC evolution is characterized by both increasing

value-added and cost reduction through integration.

2.3 Globalization Era

The third movement of supply chain management development, globalization era, can

be characterized by the attention towards global systems of supplier relations and the

expansion of supply chain over national boundaries and into other continents.

Although the use of global sources in the supply chain of organizations can be traced
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back to several decades ago (e.g. the oil industry), it was not until the late 1980s that a

considerable number of organizations started to integrate global sources into their

core business. This era is characterized by the globalization of supply chain

management in organizations with the goal of increasing competitive advantage,

creating more value-added, and reducing costs through global sourcing.

2.4 Specialization Era -- Phase One -- Outsourced Manufacturing and Distribution

In the 1990s industries began to focus on core competencies and adopted a

specialization model. Companies abandoned vertical integration, sold off non-core

operations, and outsourced those functions to other companies. This changed

management requirements by extending the supply chain well beyond the four walls

and distributing management across specialized supply chain partnerships.

This transition also refocused the fundamental perspectives of each respective

organization. OEMs became brand owners that needed deep visibility into their

supply base. They had to control the entire supply chain from above instead of from

within. Contract manufacturers had to manage bills of material with different part

numbering schemes from multiple OEMs and support customer requests for work -in-

process visibility and vendor-managed inventory (VMI).

The specialization model creates manufacturing and distribution networks composed

of multiple, individual supply chains specific to products, suppliers, and customers

who work together to design, manufacture, distribute, market, sell, and service a

product. The set of partners may change according to a given market, region, or

channel, resulting in a proliferation of trading partner environments, each with its

own unique characteristics and demands.

2.5 Specialization Era -- Phase Two -- Supply Chain Management as a Service
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Specialization within the supply chain began in the 1980s with the inception of

transportation brokerages, warehouse management, and non asset based carriers and

has matured beyond transportation and logistics into aspects of supply planning,

collaboration, execution and performance management.

At any given moment, market forces could demand changes within suppliers,

logistics providers, locations, customers and any number of these specialized

participants within supply chain networks. This variability has significant effect on

the supply chain infrastructure, from the foundation layers of establishing and

managing the electronic communication between the trading partners to the more-

complex requirements, including the configuration of the processes and work flows

that are essential to the management of the network itself.

Supply chain specialization enables companies to improve their overall competencies

in the same way that outsourced manufacturing and distribution has done; it allows

them to focus on their core competencies and assemble networks of best in class

domain specific partners to contribute to the overall value chain itself thus increasing

overall performance and efficiency. The ability to quickly obtain and deploy this

domain specific supply chain expertise without developing and maintaining an

entirely unique and complex competency in house is the leading reason why supply

chain specialization is gaining popularity.

Outsourced technology hosting for supply chain solutions debuted in the late 1990s

and has taken root in transportation and collaboration categories most dominantly.

This has progressed from the Application Service Provider (ASP) model from

approximately 1998 through 2003 to the On-Demand model from approximately

2003-2006 to the Software as a Service (SaaS) model we are currently focused on

today.
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In Section 5 of this course you will cover these topics:
Developing Supply Chain Systems

The Real Time Supply Chain And Beyond

You may take as much time as you want to complete the topic coverd in section 5.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to c ontinue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Developing Supply Chain Systems

Topic Objective:

At the end of this topic students will be able:

 To Understand Supply chain business as process integration

Definition/Overview:

Supply chain security: refers to efforts to enhance the security of the supply chain: the transport

and logistics system for the world's cargo. It combines traditional practices of supply chain

management with the security requirements of the system, which are driven by threats such as

terrorism, piracy, and theft.

Supply Chain Optimization: is the application of processes and tools to ensure the optimal

operation of a manufacturing and distribution supply chain. This includes the optimal placement

of inventory within the supply chain, minimizing operating costs (including manufacturing costs,
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transportation costs, and distribution costs). This often involves the application of mathematical

modelling techniques using computer software.

Key Points:

1. Supply chain business process integration

Successful SCM requires a change from managing individual functions to integrating

activities into key supply chain processes. An example scenario: the purchasing department

places orders as requirements become appropriate. Marketing, responding to customer

demand, communicates with several distributors and retailers as it attempts to satisfy this

demand. Shared information between supply chain partners can only be fully leveraged

through process integration.

Supply chain business process integration involves collaborative work between buyers and

suppliers, joint product development, common systems and shared information. According to

Lambert and Cooper operating an integrated supply chain requires continuous information

flow. However, in many companies, management has reached the conclusion that optimizing

the product flows cannot be accomplished without implementing a process approach to the

business. The key supply chain processes stated are:

 Customer relationship management

 Customer service management

 Demand management

 Order fulfillment

 Manufacturing flow management

 Supplier relationship management

 Product development and commercialization
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 Returns management

One could suggest other key critical supply business processes combining these processes

stated by Lambert such as:

1.1 Customer service management process

Customer Relationship Management concerns the relationship between the

organization and its customers.Customer service provides the source of customer

information. It also provides the customer with real-time information on promising

dates and product availability through interfaces with the company's production and

distribution operations. Successful organizations use following steps to build customer

relationships:

o determine mutually satisfying goals between organization and customers

o establish and maintain customer rapport

o produce positive feelings in the organization and the customers

1.2 Procurement process

Strategic plans are developed with suppliers to support the manufacturing flow

management process and development of new products. In firms where operations

extend globally, sourcing should be managed on a global basis. The desired outcome is

a win-win relationship, where both parties benefit, and reduction times in the design

cycle and product development are achieved. Also, the purchasing function develops

rapid communication systems, such as electronic data interchange (EDI) and Internet

linkages to transfer possible requirements more rapidly. Activities related to obtaining

products and materials from outside suppliers requires performing resource planning,

supply sourcing, negotiation, order placement, inbound transportation, storage,

handling and quality assurance, many of which include the responsibility to coordinate

with suppliers in scheduling, supply continuity, hedging, and research into new sources

or programmes.
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1.3 Product development and commercialization

Here, customers and suppliers must be united into the product development process,

thus to reduce time to market. As product life cycles shorten, the appropriate products

must be developed and successfully launched in ever shorter time-schedules to remain

competitive. According to Lambert and Cooper managers of the product development

and commercialization process must:

1. coordinate with customer relationship management to identify customer-

articulated needs;

2. select materials and suppliers in conjunction with procurement, and

3. develop production technology in manufacturing flow to manufacture and

integrate into the best supply chain flow for the product/market combination.

1.4 Manufacturing flow management process

The manufacturing process is produced and supplies products to the distribution

channels based on past forecasts. Manufacturing processes must be flexible to respond

to market changes, and must accommodate mass customization. Orders are processes

operating on a just-in-time (JIT) basis in minimum lot sizes. Also, changes in the

manufacturing flow process lead to shorter cycle times, meaning improved

responsiveness and efficiency of demand to customers. Activities related to planning,

scheduling and supporting manufacturing operations, such as work-in-process storage,

handling, transportation, and time phasing of components, inventory at manufacturing

sites and maximum flexibility in the coordination of geographic and final assemblies

postponement of physical distribution operations.

1.5 Physical distribution

This concerns movement of a finished product/service to customers. In physical

distribution, the customer is the final destination of a marketing channel, and the

availability of the product/service is a vital part of each channel participant's marketing

effort. It is also through the physical distribution process that the time and space of
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customer service become an integral part of marketing, thus it links a marketing

channel with its customers (e.g. links manufacturers, wholesalers, retailers).

1.6 Outsourcing/partnerships

This is not just outsourcing the procurement of materials and components, but also

outsourcing of services that traditionally have been provided in-house. The logic of

this trend is that the company will increasingly focus on those activities in the value

chain where it has a distinctive advantage and everything else it will outsource. This

movement has been particularly evident in logistics where the provision of transport,

warehousing and inventory control is increasingly subcontracted to specialists or

logistics partners. Also, to manage and control this network of partners and suppliers

requires a blend of both central and local involvement. Hence, strategic decisions need

to be taken centrally with the monitoring and control of supplier performance and day-

to-day liaison with logistics partners being best managed at a local level.

1.7 Performance measurement

Experts found a strong relationship from the largest arcs of supplier and customer

integration to market share and profitability. By taking advantage of supplier

capabilities and emphasizing a long-term supply chain perspective in customer

relationships can be both correlated with firm performance. As logistics competency

becomes a more critical factor in creating and maintaining competitive advantage,

logistics measurement becomes increasingly important because the difference between

profitable and unprofitable operations becomes more narrow. A.T. Kearney

Consultants noted that firms engaging in comprehensive performance measurement

realized improvements in overall productivity. According to experts internal measures

are generally collected and analyzed by the firm including
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1. Cost

2. Customer Service

3. Productivity measures

4. Asset measurement, and

5. Quality.

External performance measurement is examined through customer perception

measures and "best practice" benchmarking, and includes 1) customer perception

measurement, and 2) best practice benchmarking. Components of Supply Chain

Management are 1. Standardization 2. Postponement 3. Customization

: The Real Time Supply Chain And Beyond

Topic Objective:

At the end of this topic students will be able:

 To discuss the future of supply chain management.

 To understand the demand-driven supply chain

 To review the competitive advantages of a supply chain.

 To evaluate the misconceptions surrounding supply chains.

Definition/Overview:

Demand chain management: Demand Chain Management is the management of upstream and

downstream relationships between suppliers and customers to deliver the best value to the

customer at the least cost to the demand chain as a whole.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

42
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



Key Points:

1. The future of Supply Chain

Due to the rapid advancement of technology such as pervasive or ubiquitous wireless and

internet networks, connective product marking technologies like RFID and emerging

standards for the use of these defining specific locations using Global Location Number(s),

the basic supply chain is rapidly evolving into what is known as a Supply Chain Network.

All organizations have or can purchase the components to build a supply chain network, it is

the collection of physical locations, transportation vehicles and supporting systems through

which the products and services your firm markets are managed and ultimately delivered.

Physical locations included in a Supply Chain Network can be manufacturing plants, storage

warehouses, carrier crossdocks, major distribution centres, ports, intermodal terminals

whether owned by your company, your suppliers, your transport carrier, a third-party

logistics provider, a retail store or your end customer.

Transportation modes that operate within a Supply Chain Network can include the many

different types of trucks, trains for boxcar or intermodal unit movement, container ships or

cargo planes.

The many systems which can be utilized to manage and improve a Supply Chain Network

include Order Management Systems, Warehouse Management System, Transportation
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Management Systems, Strategic Logistics Modeling, Inventory Management Systems,

Replenishment Systems, Supply Chain Visibility, Optimization Tools and more.

Emerging technologies and standards such as the RFID and the GS1 Global Standards are

now making it possible to automate these Supply Chain Networks in a real time manner

making them more efficient than the simple supply chain of the past.

Optimizing a company's supply chain network for carbon emissions is an effective way for

business to assist in combatting Global Warming.

2. Demand-Driven Supply Network

A Demand-Driven Supply Network (DDSN) is one method of supply chain management

which involves building supply chains in response to demand signals. The main force of

DDSN is that it is driven by customers demand. In comparison with the traditional supply

chain, DDSN uses the pull technique. It gives DDSN market opportunities to share more

information and to collaborate with others in the supply chain. This results that companies

have a better view of customers demand.

DDSN uses a capability model that consist of four levels. The first level is Reacting, the

second level is Anticipating, the third level is Collaborating and the last level is

Orchestrating. The first two levels focus on the internal supply chain while the last two levels

concentrate on external relations throughout the Extended Enterprise.

An important component of DDSN is DDM (real-time demand driven manufacturing). DDM

gives customers the opportunity to say what they want, where and when.
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3. Competitive advantages

To create sustainable competitive advantages with DDSN, companies have to do deal with

three conditions: Alignment (create shared incentives), Agility (respond quickly to short-term

change) and Adaptability (adjust design of the supply chain).

4. Misconceptions

There are five common made misconceptions of demand driven (DDSN). Companies might

think they are demand driven because they have a good forecast of their company; they have

implemented lean manufacturing; they have great data on all their customers; they think it is

a technology project and the corporate forecast is a demand visibility signal. Organizations

need to recognize this and that they wont make the same mistake .
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