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Supply Chain Management

Dr.M. K. Krishnaveni*
K. Kumuthadevi**

Introduction
upply chain management (SCM)
is the process of 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 "The definition
one American professiona] association
put forward is that Supply Chain
Management ~€ncompasses 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.
Benefits of supply chain management

The supply chain management
solutions provides the following
benefits to organizations;

* Enables organizations to make
better and informed decisions, such
as forecasting demand and supply,
through a better understanding of
the supply chain processes.

* Streamlines business processes
leading to increased productivity
and improved performance

* Provides for faster response time
thereby enhancing customer
satisfaction.

*Head of the Department of Commerce,
Karpagam Arts and Science College,
Coimbatore-21.

#*Head of the Department of Commerce
with Computer Application, Karpagam Arts
and Science College Coimbatore-21. Email-
krishnakumutha@rediffmail.com

542

* Reduces

Global supply chain management
systems enable real-time exchange
of data and information between
concerned parties in the supply
chain network.

Enables organizations to efficiently
monitor status of inventories
ensuring that orders for the right
quantities are placed

The movement of goods can be
tracked at all times ensuring on time
and safe delivery of products.

% A supply chain management

solution helps in increasing
inventory turnover resulting in
reduced costs of products.

% Offers mechanisms for better and

effective communication between
supply chain partners

paper work and
administration costs as orders are
placed and accessed electronically

* Reduces errors arising from the
manual way for recording and

tracking data and processes.

Process of Supply Chain Management
management

Supply chain
combining these processes:
a. Customer service management
b. Procurement ?

c. Product development
commercialization

d. Manufacturing flow management/

support
e. Physical distribution
f. Outsourcing/partnerships
g. Performance measurement

a) Customer service management

process

Customer Relationship Manage-
ment concerns the relationship between

the
customers.Customer service provides
the source of customer information. It

and

organization and its

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:

e determine mutually satisfying goals

between organization and
customers

e establish and maintain customer
rapport

e produce positive feelings in the
organization and the customers
Procurement process
Strategic plans are developed with
suppliers to support the manufacturing
flow management Pprocess and
development of new products. In firms
where operations extend globally,
sourcing should be managed on 2
global basis. The desired outcome isa
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.
¢) Product development
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

b)

and
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appropriate products must be
developed and successfully launched
in ever shorter time-schedules to remain
competitive. According to Lambert and
Cooper (2000), managers of the product
development and commercialization
process must:

I. 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.

d) 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.

e) 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.
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It is also through the physical
distribution process that the time and
space of customer service become an
integral part of marketing, thus it links a
marketing channel with its customers
(e.g. links manufacturers, wholesalers,
retailers).

f) 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 monitorin g and
control of supplier performance and
day-to-day liaison with logistics
partners being best managed at a local
level.

g) Performance measurement

Experts found a strong relationshi p
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
(1985) noted that firms engaging in
comprehensive performance measure-

ment realized improvements in overall
productivity. According to experts
internal measures are generally collected
and analyzed by the firm including

1. Cost

2. Customer Service

3. Productivity measures

4. Asset measurement, and

5. Quality.
Functions of supply chain

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. Asg
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 the
activities better or more cost effectively.
The effect is to increase the number of
organizations involved in satisfying
customer demand, while reducing
Mmanagement 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
o manage material movements across
organizational and functional
boundaries. SCOR is a supply chain
Mmanagement 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
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grouped into strategic, tactical, and
operational levels of activities.

Strategic

® Strategic network optimization,
including the number, location, and
size of warehouses, distribution
centers and facilities.

® Strategic partnership with suppliers,
distributors. and customers, creatin g
communication channels for critical
information and operational
improvements such as cross
docking, direct shipping, and third-
party logistics.

® Product design coordination, so that
new and existing products can be
optimally integrated into the supply
chain, load management

® Information Technology
infrastructure, to support supply
chain operations.

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

® Aligning overall organizational
strategy with supply strategy.

Tactical

® Sourcing contracts and other
purchasing decisions.

® Production decisions. including
contracting, locations, scheduling,
and planning process definition.

® Inventory decisions, including
qQuantity, location, and quality of
inventory.

® Transportation strategy, including
frequency, routes, and contracting.

® Benchmarking of all operations
against competitors and
implementation of best practices
throughout the enterprise.

® Milestone payments

® Focus on customer demand.

Operational

® Daily production and distribution
planning, including all nodes in the
supply chain.
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® Production scheduling for each

manufacturing facility in the supply

chain (minute by minute).

® Demand planning and forecasting,
coordinating the demand forecast
of all customers and sharing the
forecast with all suppliers.

® Sourcing planning, including
current inventory and forecast
demand, in collaboration with all
suppliers.

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

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

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

® Order promising, accounting for all
constraints in the supply chain,
including all suppliers,
manufacturing facilities, distribution
centers, and other customers.

Issues on Supply Chain Management

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 shippingCross
docking DSD (direct store delivery),
closed loop shipping); mode of
transportation (e.g., motor carrier
including truckload, LTL, parcel
railroad intermodal, includin g TOFC
and COFC:; ' ocean freight;
airfreight); replenishment strategy
(e.g., pull, push or hybrid); and
transportatien control (e.g., owner-

operated, private carrier, commo
carrier, contract carrier, or 3PL).

® Information: Integration of and othe
processes through the supply chais
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 acros
the supply chain.

Conclusion

A supply chain is a network of facilities
and distribution options that performs
the functions of procurement of
materials, transformation of these
materials into intermediate and finished
products, and the distribution of thesg
finished products to customers. The
conclude that the aim of supply chait
management, to have the right produc
in the right quantities (at the right place
at the right moment at minimal cost. j
translated into the interrelated issue
of customer satisfaction, invento
management, and flexibility. Customa
satisfaction is to a high degre
dependent on the flexibility of th
supply chain, i.e. its ability to respoi
to changes in demand. Flexibility i
often imperfect because of long lea
times. uncertainties, and unforesea
event. To counterbalance this lack o
flexibility companies will kee
inventories at various levels of th
supply chain. Balancing the costs g
imperfect customer satisfaction an
holding inventory is a classic issue
logistics  and supply  chai
management.Q
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