
 

What Is Supply Chain Management? 

 

Supply Chain Management (SCM) is the process of planning, coordinating, and controlling all the 

steps involved in producing and delivering a product or service — from getting raw materials to 

delivering the final product to the customer. 

Supply chain management makes sures product moves smoothly from suppliers to factories to 

warehouses to stores to customers at the lowest possible cost and highest efficiency. 

It ensures that the right product reaches the right place, at the right time, in the right quantity, and 

at the lowest cost. 

SCM manages the entire journey of a product: 

1. Sourcing raw materials 

2. Producing the product 

3. Storing it in warehouses 

4. Transporting it to stores or customers 

5. Handling returns or defects 

The main aim is to make the process smooth, cost-effective, and fast. 

 Example of Supply Chain Management 

Let’s take the example of a smartphone: 

 1. Supplier (Raw Materials) 

Companies get raw materials like: 

Glass for the screen 

Lithium for the battery 

Microchips 

Plastic for the body 

 2. Manufacturer 

A phone company (e.g., Samsung or Apple) assembles all parts in a factory. 

3. Warehousing 

Finished smartphones are stored in warehouses before shipping. 

4. Transportation 

Phones are transported: 

By ship from China to other countries 

By trucks to distribution centres, Then to retail stores 

 5. Retailer / Customer 

Stores like Best Buy or Amazon sell the phones to customers. 

 6. Reverse Logistics (Returns) 

If a customer returns a defective phone, it goes back through the supply chain for repair or recycling. 

 



Evolution from Physical Distribution → Logistics → Supply Chain Management (SCM) 

1. Physical Distribution (1950s–1970s) 

• Focus: Physical distribution focused only on moving finished goods from the company to the 

customer. 

• Aim: Deliver products efficiently and cheaply. 

• Goal: Deliver goods after production. 

• Activities included: transportation, warehousing, inventory of finished goods, 

Order processing, Packaging 

• Example: A company transports its finished TVs from factory warehouses to dealers using 

trucks. 

A biscuit company like Parle produces biscuits and sends them by truck to wholesalers and 

retailers. 

Their focus is only on delivering the finished biscuits. 

 

2. Logistics Management (1980s–1990s) 

• Expanded focus: Logistics added more activities and became a broader concept. It manages 

the flow of goods, services, and information from suppliers to customers. 

• Includes: purchasing, inbound transportation (raw material movement), Outbound logistics 

(finished goods movement), inventory control, warehousing, packaging, order processing, 

distribution. 

• Goal: Right product, right place, right time, lowest cost. 

• Example: A mobile company manages inbound raw materials (screens, chips) + storing + 

packaging + outbound delivery to retailers. 

       Maruti Suzuki manages logistics by: 

• Getting steel and parts from suppliers (inbound logistics) 

• Storing them in warehouses 

• Delivering finished cars to dealers (outbound logistics) 

• Tracking vehicle movement 

        

3. Supply Chain Management – SCM (1990s–Present) 

• SCM is the highest and most integrated stage. It focuses on managing the entire chain — 

from raw materials to the final customer — including multiple companies. 

• Covers: raw material sourcing, production, logistics, distribution, customer relationship, and 

coordination with partners. 

• Focus: Integration, collaboration, technology, and value creation across all parties. 

• Example: Amazon coordinating with suppliers, warehouses, delivery partners, and customers 

using real-time data to ensure fast delivery. 

 Features of Supply Chain Management  

1. Integrated Approach 

SCM connects suppliers, manufacturers, warehouses, distributors, and retailers to work as 

one system. 



Example: 

A shoe company like Nike coordinates with raw material suppliers, factories, transporters, 

and retail stores so that shoes reach customers on time. 

 

2. Customer-Focused 

SCM ensures the right product reaches the customer at the right time, place, and cost. 

Example: 

Amazon uses fast delivery systems to meet customer expectations for 1-day or same-day 

delivery. 

 

3. Efficient Flow of Goods, Information & Money 

SCM manages the flow of: 

• Materials (raw → finished goods) 

• Information (orders, stock levels) 

• Finances (payments, invoices) 

Example: 

Zara receives real-time sales data from stores and uses it to decide what to produce next. 

 

4. Coordination & Collaboration 

SCM needs strong coordination between different partners. 

Example: 

Flipkart collaborates with courier companies to deliver items to customers quickly. 

 

5. Demand Forecasting 

SCM uses forecasting to decide how much to produce, store, and transport. 

Example: 

Coca-Cola forecasts higher demand during summer and increases production and 

distribution. 

 

6. Inventory Management 

SCM keeps the right level of stock—not too much and not too little. 

Example: 

Big Bazaar stores use SCM to maintain enough grocery stock to meet daily demand without 

overstocking. 

 

7. Use of Technology 

SCM uses technologies like: 

• Barcode scanners 

• GPS tracking 

• RFID 

• Warehouse Management Systems 



Example: 

Domino’s uses GPS to track delivery vehicles and show customers real-time delivery location. 

 

8. Cost Efficiency 

A good SCM reduces: 

• Wastage 

• Transport costs 

• Storage costs 

Example: 

DHL optimizes routes to reduce fuel and transportation costs. 

 

9. Globalization 

SCM often works across countries for sourcing and selling. 

Example: 

Apple designs iPhones in the USA but manufactures components in China, Japan, and Korea. 

 

10. Continuous Improvement 

SCM regularly updates processes for better performance (Lean, Six Sigma, Just-In-Time). 

Example: 

Toyota uses Just-In-Time (JIT) to reduce inventory and produce only when needed. 

 

Nature of Supply Chain Management (SCM) 

The nature of SCM describes how it works, what it focuses on, and how different activities are 

connected to deliver a product or service efficiently. 

1. Interconnected Network 

SCM involves a network of suppliers, manufacturers, warehouses, transporters, retailers, and 

customers. All these parties work together like links in a chain. 

Example: 

For a Dell laptop: 

Supplier (chips) → Manufacturer → Transport → Warehouse → Retailer → Customer. 

All are connected. 

 

2. Flow-Oriented (Material, Information & Money) 

SCM manages three important flows: 

• Material flow (raw materials → finished products) 

• Information flow (order details, stock levels, tracking info) 

• Financial flow (payments, invoices) 

Example: 

When you order on Amazon, 

• Material = product shipped 



• Information = tracking updates 

• Money = your payment → seller 

 

3. Customer-Centric 

SCM focuses on delivering the right product, at the right time, in the right quantity, to satisfy 

customers. 

Example: 

Flipkart ensures fast delivery by managing warehouses close to customer locations. 

 

4. Coordination & Collaboration 

SCM requires coordination between all partners—suppliers, transporters, retailers—to avoid delays 

and shortages. 

Example: 

McDonald’s coordinates with farmers, cold storage, and distributors to keep potatoes fresh for 

French fries. 

 

5. Efficiency & Cost Reduction 

SCM aims to reduce costs, waste, delays, stockouts, and improve speed. 

Example: 

Big Bazaar buys goods in large quantities from manufacturers, reducing cost per unit. 

 

6. Use of Technology 

SCM depends on technologies like barcodes, RFID, GPS tracking, ERP, warehouse automation. 

Example: 

Amazon uses robots in warehouses to pick and pack products faster. 

 

7. Global in Scope 

Modern SCM manages activities across countries, sourcing materials globally. 

Example: 

Apple sources components from China, Japan, USA, Korea, and assembles in China. 

 

 

8. Continuous Improvement 

SCM constantly tries to improve speed, quality, and customer satisfaction. 

Example: 

Zomato reduced delivery times by optimizing delivery routes. 

Significance of Supply Chain Management (SCM) 

SCM plays a crucial role in improving business efficiency and customer satisfaction. Its significance 

explains why companies invest heavily in managing their supply chains effectively. 

 

1. Reduces Costs 



SCM helps companies reduce purchasing, production, transportation, and storage costs by 

coordinating all activities smoothly. 

Example: 

Walmart lowers costs by purchasing in bulk and optimizing transportation routes. 

 

2. Ensures Smooth Flow of Goods 

It makes sure products move from suppliers to customers without delay or shortages. 

Example: 

Reliance Retail maintains continuous stock in stores through efficient supply scheduling. 

 

3. Improves Customer Satisfaction 

SCM ensures timely delivery, better product availability, and quality, which directly increases 

customer happiness. 

Example: 

Amazon Prime delivers products faster due to strong supply chain systems. 

 

4. Enhances Competitiveness 

Companies with better SCM can offer lower prices, faster delivery, and better service than 

competitors. 

Example: 

Zara beats competitors through quick fashion production and fast store replenishment. 

 

5. Builds Strong Supplier Relationships 

SCM encourages trust and long-term partnerships with suppliers, improving reliability. 

Example: 

Automobile companies like Maruti Suzuki work closely with component suppliers to maintain quality. 

6. Reduces Wastage and Improves Efficiency 

By avoiding overproduction and excess inventory, SCM helps reduce waste. 

Example: 

Toyota uses lean systems to eliminate unnecessary inventory and processes. 

7. Helps in Better Forecasting and Planning 

SCM uses data and demand forecasting to plan production and inventory accurately. 

Example: 

Grocery stores predict festival season demand (like Diwali) and stock items accordingly. 

 

8. Supports Globalization 

SCM makes it possible to source raw materials globally and sell products worldwide. 

Example: 

Apple sources parts from multiple countries and assembles products in China for global markets. 

 

9. Improves Profitability 



By reducing costs and increasing efficiency, SCM directly increases a company’s profits. 

 

Cycle View of Supply Chain Management 

Cycle View explains supply chain activities as a series of cycles (steps) that occur between different 

stages of the supply chain—such as suppliers, manufacturers, distributors, retailers, and customers. 

It is mainly used for operational planning and day-to-day decision making. 

Meaning 

The Cycle View divides the supply chain into different cycles, where each cycle is performed 

between two consecutive supply chain partners. 

✔ Every cycle has orders, information flow, product flow, and payment flow. 

✔ The view helps companies manage each cycle separately, improving efficiency. 

 

The 4 Major Cycles in SCM 

1. Customer Order Cycle 

Occurs between customer and retailer. 

Activities: 

• Customer places order 

• Retailer confirms order 

• Order processing 

• Product delivery to customer 

Example: 

A customer orders a laptop on Flipkart → Flipkart processes order → delivers to customer. 

2. Replenishment Cycle 

Occurs between retailer and distributor (wholesaler). 

Activities: 

• Retailer checks inventory 

• Places replenishment order to distributor 

• Distributor supplies goods 

• Inventory is restocked 

Example: 

A grocery store orders more biscuits from its distributor when stock is low. 

3. Manufacturing Cycle 

Occurs between distributor and manufacturer. 

Activities: 

• Manufacturer receives order 

• Production planning 

• Manufacturing the product 

• Packaging and storing finished goods 



Example: 

Samsung receives an order for smartphones and starts the production process. 

4. Procurement Cycle 

Occurs between manufacturer and supplier. 

Activities: 

• Manufacturer identifies raw material needs 

• Places order to suppliers 

• Suppliers deliver raw materials 

• Quality checking and storage 

Example: 

A car company orders steel, batteries, and engines from suppliers. 

PUSH AND PULL VIEW : 

1. Push View (Make-to-Stock) 

Meaning: 

In the push view, products are produced and moved in advance, based on forecasted demand 

(predictions). 

The company “pushes” products into the market. 

Key Points: 

• Production depends on forecasting 

• Goods are produced in large quantities 

• Inventory is kept ready before customers place orders 

• Suitable for stable and predictable demand 

Example: 

• Coca-Cola produces soft drinks in bulk based on expected demand and sends them to 

distributors and retailers in advance. 

• Garment factories produce clothes for Diwali or Christmas based on sales predictions. 

 

2. Pull View (Make-to-Order) 

Meaning: 

In the pull view, production starts only after customer places an order. 

The product is “pulled” through the supply chain by customer demand. 

Key Points: 

• Actual demand triggers production 

• Less inventory 

• Customization is possible 

• Suitable for uncertain or variable demand 

Example: 

• Dell manufactures laptops only after receiving customer orders. 

• Zomato/Swiggy restaurants prepare food only when a customer orders. 

 



Types of Supply Chains 

The types of supply chains are as follows 

1. Raw Supply Chain  
The Raw Supply Chain refers to the initial stage of the supply chain where raw materials are 
sourced, collected, and supplied to manufacturers for production. 
 
It focuses on: 

• Identifying raw material sources 

• Extracting or collecting raw materials 

• Transporting them to factories 

• Maintaining quality and availability 
 
This supply chain connects suppliers → manufacturers and ensures that production never 
stops due to lack of materials. 
 
Key Features of Raw Supply Chain 

• Deals with unprocessed, natural materials 

• Often involves mining, farming, or basic processing 

• Includes suppliers, transporters, and storage units 

• Ensures continuous supply of inputs for production 
 
Examples of Raw Supply Chain 
 
 Milk Supply Chain Example 

• Farmers collect raw milk 

• Milk is transported to processing plants 

• Used to make butter, cheese, curd, etc. 
 
2. Ripe Supply Chain  
 
A Ripe Supply Chain refers to the stage of the supply chain where products are fully 
processed, finished, and ready for customers. 
It focuses on moving finished goods from the manufacturer to the end customer efficiently. 
 
It is the opposite of the Raw Supply Chain. 

✔ Raw Supply Chain = movement of raw materials 

✔ Ripe Supply Chain = movement of finished products 
 
It includes: 

• Finished goods storage 
• Packaging 
• Transportation to distributors/retailers 
• Delivery to customers 
• After-sales support 

 
Key Features of Ripe Supply Chain 

• Deals with fully processed goods 
• Focuses on distribution, logistics, warehousing, retailing 
• Ensures product availability in the market 
• Customer demand drives the flow of goods 

 
Examples of Ripe Supply Chain 
 Mobile Phone (Samsung / Apple) 

• Finished smartphones are produced in factories 



• Sent to warehouses 
• Delivered to distributors, retailers, and online sellers 
• Customers purchase the final product 

 
 
3. Internal Supply Chain  
 
The Internal Supply Chain refers to all the supply chain activities that happen within a 
single organization. 
It includes the movement of materials, information, and products from one department to 
another inside the company. 
 
It focuses on how different internal functions coordinate to produce and deliver a product. 
 
Key Activities / Functions in Internal Supply Chain 

1. Purchasing Department 
o Buys raw materials and components. 

2. Production / Manufacturing Department 
o Converts raw materials into finished products. 

3. Inventory / Warehouse Department 
o Stores materials and finished goods. 

4. Quality Control Department 
o Ensures products meet required standards. 

5. Logistics Department 
o Manages movement of materials inside and outside the company. 

6. Sales & Marketing Department 
o Provides forecasts and demand information for planning. 

7. Finance Department 
o Approves budgets and controls costs. 

All these functions form the internal flow of the supply chain. 
 
Internal Supply Chain Example 
Example 1: A Car Manufacturing Company (Maruti Suzuki) 

• Procurement team purchases steel, engines, and parts. 
• Materials are stored in the warehouse. 
• Production team assembles the car. 
• Quality control checks the cars. 
• Finished cars are moved to the internal dispatch area. 

 All these steps occur inside the company, so it is the internal supply chain. 
 
 
4. Extended Supply Chain  
The Extended Supply Chain refers to the entire network involved in producing and delivering 
a product — including internal operations, suppliers, suppliers’ suppliers, distributors, 
retailers, customers, and even reverse logistics. 
It extends beyond the boundaries of one single company, covering all upstream and 
downstream partners. 
 
Definition  
The Extended Supply Chain is a supply chain that includes all internal departments of a 
company plus external partners such as suppliers, manufacturers, logistics providers, 
distributors, retailers, customers, and reverse logistics systems. It represents the complete 
end-to-end network of value creation. 
 
Extended Supply Chain Flow 



Suppliers → Manufacturer → Distributors → Wholesalers → Retailers → Customers → 
Reverse Logistics (Returns/Reuse) 
This full network is considered “extended” because it goes beyond just manufacturer and 
retailer. 
 
Key Elements of Extended Supply Chain 
1. Upstream Partners (Before Production) 

• Raw material suppliers 
• Component manufacturers 
• Transport providers 
• Warehousing partners 

2. Internal Operations (Inside the Company) 
• Purchasing 
• Production 
• Inventory 
• Quality control 
• Packaging 
• Dispatch 

3. Downstream Partners (After Production) 
• Distributors 
• Wholesalers 
• Retailers 
• E-commerce platforms 
• Final customers 

4. Reverse Supply Chain 
• Returns 
• Repairs 
• Recycling 
• Disposal 

 

Features of Extended Supply Chain 
• High integration across multiple organizations 
• Shared information (forecasting, sales data, inventory levels) 
• Coordination between suppliers, manufacturers & retailers 
• End-to-end visibility 
• Focus on efficiency and customer satisfaction 
• Technology-driven (ERP, RFID, IoT, SCM software) 

 
Advantages 

• Better demand forecasting 
• Lower costs and wastage 
• Faster delivery to customers 
• Higher visibility and control 
• Stronger relationships with partners 
• Improved customer satisfaction 

 
Challenges 

• Complex coordination 
• Trust and data-sharing issues 
• Dependence on partner reliability 
• Risk of disruptions (natural disasters, strikes) 
• Need for advanced technology 

 
Examples of Extended Supply Chain 
1. Walmart Extended Supply Chain 

• Thousands of global suppliers 



• Central warehouses 
• Transportation partners 
• Retail stores 
• Customers 
• Returns & recycling systems 

Walmart links all these partners with real-time data and technology. 
 
 
5. Self-Monitored Supply Chain  
A Self-Monitored Supply Chain refers to a supply chain that uses advanced technologies such 
as IoT (Internet of Things), RFID (RFID (Radio Frequency Identification) is a technology using 
radio waves to wirelessly identify and track tags attached to objects, people, or animals, 
working like a smart barcode without needing line-of-sight), GPS tracking, sensors, AI, and 
real-time analytics to monitor, track, and manage activities automatically without 
continuous human intervention. 
It is also known as: 
 

• Smart Supply Chain 
• Digital Supply Chain 
• Intelligent Supply Chain 

The system can collect data, analyse conditions, detect problems, and even take corrective 
actions on its own. 
 
Definition  
A Self-Monitored Supply Chain is a technology-driven supply chain that uses sensors, IoT 
devices, RFID tags, automation, and AI to track materials, monitor processes, detect issues, 
and optimize operations in real time, with minimal human involvement. 
 
How Self-Monitored Supply Chain Works 

1. Sensors and RFID are attached to products, machines, vehicles, or storage units. 
2. These devices continuously collect real-time data (location, temperature, movement, 

stock levels, machine condition). 
3. Data is sent to cloud systems or dashboards. 
4. AI and algorithms analyse the data and identify problems. 
5. Automatic alerts or actions occur: 

o Reorder inventory 
o Change route of vehicle 
o Stop machinery 
o Adjust temperature 
o Notify stakeholders 

 
Key Features 
1. Real-Time Tracking 
Every product can be tracked from source to destination using IoT/GPS. 
2. Automated Monitoring 
Systems continuously monitor temperature, humidity, stock levels, and machine 
performance. 
3. Predictive Maintenance 
Machines can detect when they will fail and request maintenance before breakdown. 
4. Self-Correcting Actions 
Systems can autonomously: 

• Reroute vehicles 
• Reorder raw materials 
• Alert managers 
• Change warehouse conditions 

 



 
5. High Data Transparency 
All partners access the same real-time data for quick decision-making. 
 
Advantages 

✔ 1. Reduced Human Error 
Automation reduces mistakes in tracking, order handling, and inventory. 

✔ 2. Improved Visibility 
Managers know exactly where products are and what condition they are in. 

✔ 3. Faster Decision Making 
Real-time data supports instant and accurate decisions. 

✔ 4. Cost Reduction 
Lower inventory cost, fewer breakdowns, and optimized logistics. 

✔ 5. Better Customer Satisfaction 
On-time delivery, condition monitoring, and fewer errors improve service quality. 
 
Challenges 

✘ High Implementation Cost 
IoT devices, AI systems, and cloud platforms require heavy investment. 

✘ Need for Skilled Workforce 
Organizations need people who can manage digital tools. 

✘ Cybersecurity Risks 
Smart systems are vulnerable to hacking and data breaches. 

✘ Dependency on Technology 
System failures can disrupt operations. 
 
 
Real-World Examples 
1. Amazon Smart Warehouses 
Uses robots, RFID, sensors, and real-time tracking to monitor inventory, pick orders, and 
move goods. 
 
6. Outsourced Supply Chain  
An Outsourced Supply Chain is a supply chain in which a company transfers some or all of its 
supply chain activities (such as production, warehousing, logistics, packaging, distribution, or 
customer service) to external third-party specialists. (govt to pvt) 
 
These external partners are commonly known as: 

• 3PL (Third-Party Logistics) providers 
• 4PL (Fourth-Party Logistics) providers 
• Contract manufacturers 
• Freight & transport companies 
• Warehouse service providers 

This model allows companies to focus on core functions, while experts manage the supply 
chain operations. 
 
Definition  
An Outsourced Supply Chain is a supply chain system in which a firm delegates specific 
supply chain functions (like production, warehousing, distribution, or logistics) to external 
specialized partners to reduce cost, improve efficiency, and gain expertise. 
 
Why Companies Outsource Supply Chain Functions 

• Reduce costs 
• Improve efficiency 
• Gain access to expert skills 
• Expand globally without building infrastructure 



• Focus on core business activities 
 
Which Activities Are Commonly Outsourced? 
1. Production (Contract Manufacturing) 
Example: Nike outsources shoe manufacturing. 
2. Warehousing & Fulfillment 
Managing inventory, picking & packing orders. 
3. Transportation & Delivery 
Trucking, shipping, last-mile delivery. 
4. Procurement 
Some firms outsource supplier management. 
5. Customer Service & After-Sales 
6. IT & Supply Chain Technology 
Tracking, analytics, inventory software. 
 
Outsourced Supply Chain Process 

1. Company identifies functions to outsource 
2. Selects a 3PL/4PL/contract manufacturer 
3. Signs service-level agreements (SLAs) 
4. External partner executes logistics/production 
5. Company monitors performance 
6. Continuous improvement through collaboration 

 
Key Features 

• External partners handle critical supply chain tasks 
• Contracts or long-term agreements 
• High reliance on technology and coordination 
• Shared risk and shared responsibility 
• Focus on specialization and cost efficiency 

 
Advantages 
1. Cost Reduction 
No need to invest in warehouses, trucks, factories, or manpower. 
2. Expertise & Technology Access 
External partners have advanced systems, trained staff, and global networks. 
3. Core Focus 
The company can focus on marketing, R&D, and innovation instead of logistics. 
4. Scalability 
Outsourcing partners can quickly expand operations during peak demand. 
5. Global Reach 
Easy to enter international markets. 
 
Disadvantages 
1. Loss of Control 
Company depends heavily on external partners for service quality. 
2. Risk of Delays or Quality Issues 
If partner fails, the entire supply chain suffers. 
3. Confidentiality Concerns 
Risk of data leaks or intellectual property misuse. 
4. Dependency 
Overreliance on third parties can weaken internal capabilities. 
5. Contract and Coordination Issues 
Miscommunication, misalignment, and disputes may occur. 
 
Examples 
1. Nike (Contract Manufacturing) 



Nike designs shoes but outsources manufacturing to factories in Vietnam, China, and 
Indonesia. 
 
7. Production-Oriented Supply Chain 
A Production-Oriented Supply Chain focuses on manufacturing efficiency, high-volume 
output, and cost-effective production processes. 
The main objective is to produce goods in large quantities at the lowest possible cost and 
ensure smooth internal production flow. 
This supply chain type works best when demand is stable, products are standardized, and 
customers value low price over customization. 
 
Key Characteristics 
1. Emphasis on Production Efficiency 

• Uses structured processes, automation, and efficient machinery. 
• Aims to reduce production time and manufacturing costs. 

2. Focus on Standardization 
• Produces standardized products with minimal variations. 
• Reduces complexity and cost of production. 

3. Large-Scale Manufacturing 
• Uses mass production techniques (assembly lines). 
• Produces high volumes to achieve economies of scale. 

4. Stable and Predictable Demand 
• Suitable for products with long product life cycles and consistent demand. 
• Forecasting is easier and more accurate. 

5. Low Flexibility 
• Not suitable for customization or rapidly changing customer preferences. 
• Systems are designed for efficiency, not variety. 

6. Cost Leadership Strategy 
• Aligns with Porter’s Cost Leadership competitive strategy. 
• Minimizes operational expenses to offer low prices. 

 
Activities in a Production-Oriented Supply Chain 

1. Procurement of standardized raw materials 
e.g., steel, plastic, cement, electronics. 

2. Efficient production planning and scheduling 
Uses lean manufacturing tools (JIT, Kanban, Kaizen). 

3. Process optimization 
Automation, process reengineering, layout design. 

4. Inventory management 
Focus on minimizing production delays, not reducing inventory. 

5. Quality control 
Standard inspections and quality checks to maintain consistency. 

6. Outbound logistics 
Goods sent to distributors in bulk. 

 
Advantages 

• Low cost of production. 
• Stable output and consistent quality. 
• High productivity and operational efficiency. 
• Strong economies of scale. 
• Predictable supply chain performance. 

 
Disadvantages 

• Low flexibility to customize. 
• High dependence on forecasting accuracy. 
• Inefficient if demand becomes unstable. 



• Risk of overproduction and high inventory costs. 
 
Suitable Industries 

• Automotive (Toyota, Maruti Suzuki) 
• Consumer electronics (Samsung, LG) 
• Cement and construction materials 
• Food and beverage (Coca-Cola bottling) 
• Steel, chemicals, plastic manufacturing 
• Fast-moving consumer goods (FMCG) 

 
Example : Toyota Production System (TPS) 

• Uses lean techniques to achieve efficient production. 
• Standardized processes and JIT reduce waste. 
• Production chain focuses on cost, speed, and reliability 

 
8. Financial-Oriented Supply Chain (FOSC) 
A Financial-Oriented Supply Chain focuses on optimizing the financial performance of the 
entire supply chain. 
The key objective is to reduce financial risks, minimize working capital, improve cash flow, 
and enhance the overall profitability of supply chain operations. 
In this approach, financial decisions drive supply chain decisions, rather than only 
production or market demand. 
 
Core Idea 
The supply chain is managed by prioritizing cost efficiency, liquidity, cash cycles, investment 
returns, and financial risk management. 
It connects finance + supply chain by using tools like: 

• Working capital management 
• Cost optimization 
• Supplier financing (SCF) 
• Dynamic discounting 
• Inventory financing 

 
Key Characteristics 
1. Focus on Cash Flow Efficiency 

• Ensures smooth inflow and outflow of money across suppliers, manufacturers, and 
customers. 

• Reduces the Cash Conversion Cycle (CCC). 
2. Working Capital Optimization 

• Tries to minimize money locked in inventory, receivables, and payables. 
• Uses JIT, vendor-managed inventory, and credit terms. 

3. Risk Management 
• Controls financial risks like currency fluctuations, price volatility, credit risk, and 

interest rate changes. 
4. Performance Measured in Financial Terms 

• ROI (Return on Investment) 
• ROA (Return on Assets) 
• Cost-to-Serve 
• Total Supply Chain Cost 

These metrics guide supply chain decisions. 
5. Heavy Use of Financial Technologies (FinTech) 

• Blockchain for secure transactions 
• Digital payments 
• Invoice financing platforms 
• Dynamic discounting tools 

6. Partnerships with Banks & FinTech Firms 



• To provide supply chain financing to suppliers. 
• Helps improve stability and reduce supply disruptions. 

 
Key Activities in a Financial-Oriented Supply Chain 

1. Negotiating credit terms with suppliers and customers 
2. Optimizing procurement costs 
3. Monitoring cash cycle efficiency 
4. Inventory financing to reduce cash blockage 
5. Using financial hedging to control price risks 
6. Cost-to-serve analysis to identify profitable customers 
7. Supplier financing and early payment programs 

 
Advantages 

• Faster cash flow 
• Lower working capital requirement 
• Greater financial stability 
• Lower procurement and logistics costs 
• Reduced financial and market risks 
• Improved profitability and ROI 

 
Disadvantages 

• Too much focus on cost may reduce service quality 
• Can strain supplier relationships if payment terms are tight 
• Financial indicators may overlook customer needs 
• Requires strong financial expertise 

 
 Industries Using Financial-Oriented Supply Chains 

• Retail (Walmart, Amazon) 
• FMCG (Unilever, P&G) 
• Automotive (Tata Motors) 
• Electronics (Apple, Dell) 
• Pharmaceuticals 
• E-commerce platforms 

Example : Walmart’s Financial Supply Chain 
• Optimizes supplier payment cycles. 
• Uses “Supply Chain Finance” programs through banks. 
• Reduces inventory cost using cross-docking and demand analytics. 

Result: Extremely low operational costs and strong cash flow. 
 
 
9. Market-Oriented Supply Chain (Demand-Oriented Supply Chain) 
A Market-Oriented Supply Chain focuses on understanding, responding to, and fulfilling 
customer demand. 
All supply chain decisions—procurement, production, inventory, distribution—are driven by 
market trends, consumer preferences, and real-time demand signals. 
It is also called: 

• Demand-Driven Supply Chain (DDSC) 
• Customer-Centric Supply Chain 

This model is more responsive than production-oriented or financial-oriented supply chains. 
 
Core Objective 
To align the entire supply chain with customer demand, ensuring the right product reaches 
the right customer, at the right time, and at competitive prices. 
 
Key Characteristics 
1. Customer-Centric Decision Making 



• Demand patterns and customer preferences drive production and distribution. 
• Uses market data, surveys, and consumer behavior analytics. 

2. High Flexibility and Responsiveness 
• Can quickly adjust to demand changes. 
• Suitable for fast-moving or seasonal products. 

3. Use of Real-Time Market Information 
• Companies track: 

✔ Sales trends 

✔ Social media feedback 

✔ Competitor movements 

✔ Market demand fluctuations 
4. Short Product Life Cycles 

• Common in industries that change rapidly (fashion, electronics). 
5. High Coordination Across Departments 

• Marketing, sales, supply chain, and production work closely. 
6. Inventory Optimization 

• Focuses on right inventory, not large inventory. 
• Uses demand forecasting tools and POS (Point of Sales) data. 

 
When Market-Oriented Supply Chains Work Best 

• Highly competitive markets 
• Demand changes frequently 
• Products are customized 
• Short life cycle products 
• Seasonal and fashion markets 

 
Key Activities in a Market-Oriented Supply Chain 

1. Market analysis and consumer research 
2. Demand forecasting and S&OP (Sales and Operations Planning) 
3. Flexible manufacturing and quick response production 
4. Agile distribution and logistics 
5. Inventory based on demand (not production) 
6. Marketing–supply chain integration 
7. Continuous customer feedback loops 

 
 Advantages 

• High customer satisfaction 
• Better market responsiveness 
• Faster adaptation to demand trends 
• Reduced stock-outs and overstocks 
• Enhanced competitive advantage 
• Supports customization and innovation 

 
 Disadvantages 

• Higher operational costs (due to flexibility) 
• Requires advanced data analytics 
• Risk of forecast errors 
• Complexity in coordination 
• May lead to frequent production changes 

 
 Industries Using Market-Oriented Supply Chains 

• Fashion (Zara, H&M) 
• E-commerce (Amazon, Flipkart) 
• Electronics (Apple, Samsung) 
• Food and grocery (BigBasket) 
• Ride-sharing (Uber, Ola – demand-driven allocation) 



 
Examples 
Example : Amazon 

• Uses customer browsing & buying data to stock fulfillment centers. 
• Offers fast delivery by predicting demand region-wise. 

 
10. Value Supply Chain 
A Value Supply Chain focuses on maximizing value for customers and stakeholders at every 
stage of the supply chain. 
It emphasizes creating competitive advantage, enhancing customer satisfaction, and 
ensuring efficient resource utilization. 
The central idea is: Every activity in the supply chain should contribute to value creation. 

 
Definition  
A Value Supply Chain is a supply chain that integrates all processes—from sourcing to 
delivery—to create maximum value for the customer, improve efficiency, and enhance 
profitability, while maintaining quality, responsiveness, and sustainability. 

 
 Key Characteristics 
1. Customer Value Focus 

• The ultimate goal is to deliver products or services that satisfy customer needs and 
expectations. 

2. End-to-End Integration 
• Integrates suppliers, manufacturers, distributors, retailers, and customers for smooth 

value creation. 
3. Efficiency and Innovation 

• Eliminates waste, reduces costs, and improves processes while enhancing product or 
service quality. 

4. Continuous Improvement 
• Uses feedback loops, metrics, and analytics to constantly improve value delivered. 

5. Collaboration 
• Encourages strong relationships and coordination with suppliers, partners, and 

customers. 
6. Sustainable and Ethical Practices 

• Focuses on long-term value creation including environmental and social 
responsibility. 

 
 Key Activities in a Value Supply Chain 

1. Supplier selection and collaboration – choosing partners who enhance value. 
2. Efficient procurement – sourcing cost-effective and quality raw materials. 
3. Production optimization – lean, agile, and flexible manufacturing. 
4. Quality control – ensuring products meet or exceed customer expectations. 
5. Customer-focused distribution – reliable and timely delivery. 
6. After-sales service – enhancing satisfaction and loyalty. 
7. Value measurement – metrics like customer satisfaction, cost-to-serve, and ROI. 

 
 Advantages 

• Increases customer satisfaction and loyalty. 
• Reduces waste and operational costs. 
• Enhances competitive advantage. 
• Encourages collaboration and innovation. 
• Aligns business strategy with customer needs. 
• Supports long-term profitability and sustainability. 

 
 Disadvantages 

• High implementation cost (technology, training, systems). 



• Complex to manage end-to-end across multiple partners. 
• Requires continuous monitoring and data analytics. 
• May require cultural change in the organization. 

 Industries Using Value Supply Chains 
• Technology (Apple, Dell, Samsung) 
• Automotive (Toyota, Tesla) 
• FMCG (Unilever, P&G) 
• Retail & E-commerce (Amazon, Walmart) 
• Luxury goods (Louis Vuitton, Rolex) 

 
 Examples 
Example : Apple 

• High-quality products, innovative design, reliable supply chain, premium customer 
experience. 

• Focuses on end-to-end value, from component sourcing to after-sales service. 
 
Meaning of Supply Chain Strategy 
A supply chain strategy is the long-term plan a company uses to manage the flow of 
products, information, and finances from suppliers to customers. 
It ensures the supply chain supports the company’s overall business goals — like low cost, 
fast delivery, high quality, or flexibility. 
 
Definition 
A supply chain strategy can be defined as: 
“A structured plan that aligns the supply chain activities — sourcing, production, distribution, 
and logistics — with the business objectives to deliver products efficiently and competitively.” 
It tells the company how the supply chain should operate to achieve business success. 
  
Another Example (Simple for Students) 
Company: D-Mart 
Business Goal: Low prices for customers 
Supply Chain Strategy: 

• Buy products in bulk from suppliers 
• Reduce storage costs 
• Faster turnaround of inventory 
• Keep stores simple (no heavy decoration) 

This helps D-Mart maintain everyday low prices. 
 
Meaning of Supply Chain Strategy Framework 
A Supply Chain Strategy Framework is a structured model or blueprint that guides how a 
company designs, manages, and improves its entire supply chain. 
It helps managers decide: 

• What should be sourced? 
• How products should be produced? 
• Where to store goods? 
• How to deliver to customers quickly and cost-effectively? 

In short, it connects business goals with supply chain activities. 
 
Definition 
Supply Chain Strategy Framework can be defined as: 
“A systematic structure that links business strategy with supply chain planning, operations, 
and processes to ensure efficient flow of materials, information, and services across the 
supply chain.” 
It tells organizations how to align their supply chain decisions with their overall strategy 
(cost, quality, speed, flexibility). 



 
Key Elements in the Framework 
A typical supply chain strategy framework includes: 

1. Business Strategy – Cost leadership, quality, speed, or innovation 
2. Supply Chain Objectives – Fast delivery, low cost, high flexibility 
3. Network Design – Location of factories, warehouses, stores 
4. Sourcing Strategy – Who supplies? Local or global? 
5. Production Strategy – Make to stock / Make to order 
6. Distribution Strategy – Transport modes, delivery speed 
7. Technology & Information Flow – Analytics, ERP, automation 
8. Performance Metrics – Cost, service level, inventory turnover 

 
Simple Example of Supply Chain Strategy Framework 
Example: Zara (Clothing Company) 
Business strategy: Fast fashion + Trend-based products 
Supply chain objective: Deliver new designs to stores quickly 
How the framework works: 

1. Network Design: 
o Production mainly in Spain and nearby countries for fast response 

2. Sourcing Strategy: 
o Fabrics sourced from trusted suppliers quickly 

3. Production Strategy: 
o Make small batches → reduce waste and react quickly to trends 

4. Distribution Strategy: 
o Ship new collections to stores twice a week 

5. Technology: 
o Use data from stores to identify popular items 

6. Performance Measure: 
o Time taken from design to store (usually 15 days) 

Outcome: 
Zara reaches stores faster than competitors → keeps styles updated. 
 
Collaboration Strategy in Supply Chain 
Meaning: 
A Collaboration Strategy is when two or more supply chain partners—such as suppliers, 
manufacturers, distributors, retailers, or logistics providers—work together by sharing 
information, resources, risks, and benefits to achieve common goals. 
The idea is: 
“Work together, win together.” 
This strategy improves: 

• Efficiency 
• Product availability 
• Customer satisfaction 
• Cost reduction 
• Speed of operations 

 
 Key Features of Collaboration Strategy 

• Information sharing (sales data, demand forecasts, inventory levels) 
• Joint planning (production, distribution, marketing) 
• Shared risks and profits 
• Long-term partnerships 
• Trust and transparency 
• Improved demand forecasting and inventory management 

 
 Example : Dell – Suppliers Collaboration 
Dell collaborates closely with suppliers of components like processors, screens, and memory. 



How it works: 
• Suppliers receive real-time information on orders. 
• They deliver components just-in-time (JIT). 
• Dell reduces inventory cost and speeds up production. 

 
There are four major types of collaboration commonly discussed in supply chain 
management: 

1. Supplier Collaboration 
2. Retailer–Manufacturer Collaboration 
3. Logistics Collaboration 
4. Technology Collaboration 

Each type improves coordinate   
 on, reduces cost, increases speed, and enhances customer satisfaction. 
 
1. Supplier Collaboration 
Meaning: 
Supplier collaboration is when a company works closely with its suppliers to: 

• Share demand forecasts 
• Plan production 
• Ensure quality materials 
• Reduce lead time 
• Improve product availability 

It builds long-term partnerships, not just buying–selling relationships. 
Example: 
Dell and its Component Suppliers 

• Dell shares real-time customer orders with suppliers of processors, screens, and 
memory. 

• Suppliers deliver components just-in-time (JIT). 
• Reduces inventory cost and speeds up laptop production. 

Other examples: Toyota–parts suppliers, Maruti–Suzuki suppliers. 
 
 2. Retailer–Manufacturer Collaboration 
Meaning: 
Retailers and manufacturers work together by sharing: 

• Sales data 
• Inventory levels 
• Promotion plans 
• Delivery schedules 

This helps reduce stockouts and improves demand forecasting. 
Example:   
Walmart and Procter & Gamble (P&G) 

• Walmart shares point-of-sale (POS) sales data with P&G. 
• P&G automatically replenishes stock in Walmart stores. 
• Both plan promotions together. 

Result: Lower inventory cost, faster restocking, fewer shortages. 
Other examples: Big Bazaar–HUL, Reliance Retail–ITC. 
 
 3. Logistics Collaboration 
Meaning: 
Companies collaborate with logistics partners for: 

• Transportation 
• Warehousing 
• Packaging 
• Last-mile delivery 

This reduces logistics cost and improves delivery speed. 
Example: 



Amazon and Delivery Partners 
• Amazon collaborates with Bluedart, FedEx, and local delivery partners. 
• Shares order information and delivery routes. 
• Ensures fast and on-time delivery. 

Other examples: 
• Flipkart with Ekart Logistics 
• Nykaa with Delhivery couriers 
• Automobile companies collaborating for shared warehouses 

 
4. Technology Collaboration 
Meaning: 
Partners share or integrate technology systems such as: 

• ERP systems 
• Cloud platforms 
• RFID 
• Barcoding 
• Shipment tracking systems 
• EDI (Electronic Data Interchange) 

This improves accuracy, communication, and visibility across the supply chain. 
Example: 
Zara and Its Suppliers Using Shared IT Systems 

• Zara shares real-time fashion trends and design data with its fabric suppliers. 
• Suppliers use the same IT system for cutting, dyeing, and stitching progress. 
• Leads to extremely fast fashion production cycles. 

Other examples: 
• Amazon and courier partners using GPS tracking 
• Walmart using RFID with suppliers 
• Indian Railways freight partners using online tracking 

 
Demand Flow Strategy (DFS) 
Demand Flow Strategy is a pull-based supply chain approach where production and 
distribution start only when there is actual customer demand. 
To make this strategy successful, certain factors must support the flow of demand across the 
supply chain. 
 
Below are the four major factors: 
 
1. Channel Design 
 Meaning 
Channel design refers to how products move from manufacturer → wholesaler → retailer 
→ customer. 
In a Demand Flow Strategy, the channel must allow fast, flexible, and direct response to 
customer demand. 
How It Supports Demand Flow 

• Shorter channels = faster response 
• Direct-to-customer channels reduce delays 
• Digital channels help capture real-time demand 

Example 
Apple Online Store 

• Customers place orders online 
• Order goes directly to Apple’s distribution center 
• Production and delivery are triggered immediately 

This short, direct channel supports demand-driven fulfilment. 
 
 
 



2. Demand Planning 
 Meaning 
Demand planning involves collecting real-time demand data, analyzing customer buying 
behaviour, and adjusting production accordingly. 
 How It Supports Demand Flow 

• Actual sales data triggers production 
• Reduces dependency on forecasts 
• Helps avoid stock-outs and overproduction 

 Example 
Reliance Retail / Amazon 

• Uses real-time sales data from POS systems 
• When 100 units of a product are sold today, new production or replenishment is 

triggered 
This ensures supply matches true customer demand. 

 
3. Supply Chain Configuration 
 Meaning 
This refers to how the supply chain is structured: 

• location of factories 
• warehouses 
• transportation network 
• level of flexibility in production 

 How It Supports Demand Flow 
• Flexible factories can switch products quickly 
• Nearby warehouses ensure fast delivery 
• Smart routing reduces lead time 
• Modular production allows quick reaction to demand changes 

 Example 
Toyota Production System (TPS) 

• Factories are highly flexible 
• Workstations can quickly change models 
• Parts arrive only when needed 

This configuration enables a pull-based, demand-driven manufacturing flow. 
 
4. Vendor Managed Inventory (VMI) 
 Meaning 
In VMI, the supplier manages the inventory at the retailer or manufacturer. 
Suppliers get access to sales data and replenish stock automatically based on demand. 
 How It Supports Demand Flow 

• Reduces stock-outs 
• Ensures continuous availability 
• Suppliers respond directly to real demand signals 
• Retailers carry minimum inventory 

 Example 
Walmart & Procter & Gamble (P&G) 

• P&G monitors Walmart’s real-time sales data 
• When customers buy Pampers diapers, P&G automatically ships new stock 

This is a perfect example of demand-driven replenishment. 
Customer Service Strategy – Meaning 
A Customer Service Strategy is the plan a company uses to deliver value, satisfaction, and 
support to customers. 
It ensures that the right customers receive the right level of service at the right cost. 
To design an effective customer service strategy, companies consider three major factors: 
 
 
 



1. Customer Segmentation 
 Meaning 
Customer segmentation means dividing customers into groups based on their needs, buying 
behaviour, profitability, location, or preferences. 
 Why It Is Important in Customer Service Strategy 

• Different customers need different service levels 
• Helps provide personalized service 
• Improves customer satisfaction and loyalty 
• Helps allocate resources efficiently 

 Example 
Amazon Prime vs. Regular Customers 

• Prime customers get faster delivery, 24/7 support, and extra benefits 
• Regular customers get standard service 

This segmentation helps Amazon serve each group more effectively. 
 
2. Cost to Serve (CTS) 
 Meaning 
Cost to Serve is the total cost required to provide services to a particular customer or 
customer segment. 
It includes: 

• delivery cost 
• packaging 
• customer support 
• returns handling 
• logistics cost 
• after-sales service 

 Why It Is Important 
• Helps companies identify profitable and unprofitable customers 
• Helps adjust service levels to match profitability 
• Supports pricing strategy 
• Reduces unnecessary costs 

 Example 
Grocery delivery 

• Serving a customer in a nearby area costs less (low CTS) 
• Serving a customer in a remote area costs more (high CTS) 

The company may charge extra delivery fees for distant locations to balance the cost 
to serve. 

 
3. Revenue Management 

✔ Meaning 
Revenue management is the process of maximizing revenue by offering the right service to 
the right customer at the right price. 

✔ Why It Is Important 
• Helps match customer service levels with revenue potential 
• Ensures high-value customers get premium services 
• Helps set dynamic pricing 
• Improves profitability 

✔ Example 
Airlines 

• Customers who pay higher fares get better service: priority check-in, extra baggage, 
early boarding 

• Economy passengers get standard service 
This ensures maximum revenue from different customer groups. 
 

 
 



Technology Integration Strategy – Meaning 
A Technology Integration Strategy is a plan that companies use to connect all supply chain 
activities—such as procurement, production, inventory, logistics, and customer service—
using technology. 
Its goal is to make the supply chain faster, more accurate, cost-effective, and responsive. 
Below are the three major factors that support this strategy: 
 
1. ERP Tools (Enterprise Resource Planning) 

✔ Meaning 
ERP is a centralized software system that integrates all business functions—production, 
inventory, finance, HR, procurement, sales—into one single platform. 

✔ Importance in Technology Integration 
• Avoids data duplication 
• Gives real-time information for decision-making 
• Reduces errors 
• Improves coordination between departments 
• Makes supply chain transparent 

✔ Example 
SAP ERP used by Tata Motors 

• Integrates procurement of parts, production schedules, inventory levels, sales orders, 
and logistics 

• Managers across India see real-time data and take fast decisions 
This creates a fully integrated supply chain. 

 
2. Internet-Based Supply Chain 

✔ Meaning 
Use of the internet to link suppliers, manufacturers, distributors, retailers, and customers for 
smooth information exchange. 

✔ Why It Matters 
• Enables real-time communication 
• Suppliers and customers can track orders 
• Reduces paperwork 
• Supports global sourcing 
• Improves speed of transactions 

✔ Example 
Amazon’s Online Supply Chain 

• All stakeholders (suppliers, warehouses, delivery partners) are connected through 
internet-based platforms 

• Orders, stock levels, shipping details update in real time 
This allows extremely fast and efficient supply chain operations. 

 
3. Internet and Supply Chain Transaction Processing 

✔ Meaning 
Using online platforms for carrying out transactions across the supply chain, such as: 

• purchase orders 
• invoices 
• payments 
• shipment notices 
• customer orders 
• returns processing 

✔ Benefits 
• Faster processing 
• Less manual work 
• Reduced errors 
• Lower administrative cost 
• Better tracking and documentation 



✔ Example 
B2B e-procurement systems (e.g., Ariba, India MART for businesses) 

• A manufacturer places online orders for raw materials 
• Supplier confirms and sends digital invoice 
• Payment happens online 
• Shipping details are updated automatically 

This is a perfect example of internet-based transaction processing. 
 
Developing a Supply Chain Strategy – Explained 
Developing a supply chain strategy means creating a long-term plan for how a 
company will source, produce, store, and deliver products to customers in the most 
efficient and competitive way. 
It aligns three things: 

1. Business goals – What the company wants (low cost? high quality? fast delivery?) 
2. Customer needs – What the customer expects 
3. Supply chain capabilities – What the company can actually do 

 
 

Steps in Developing Supply Chain Strategy 
 
1. Identify Customer Requirements 
A supply chain must start with understanding what customers expect. This includes: 

• Delivery speed 
• Product quality 
• Customization 
• Price expectations 
• Order quantity & frequency 
• Service levels 

Example: 
Amazon Prime users expect same-day or next-day delivery. 
→ Therefore, Amazon designs a high-speed, responsive supply chain with urban 
warehouses. 
 
2. Assess Internal Capabilities 
Companies must analyse what they can already do: 

• Production capacity 
• Inventory management skills 
• Supplier performance 
• Employee skills 
• Distribution network 
• Cost structure 

Example: 
A garment manufacturer checks if its stitching unit can handle festival-season orders. 
If capacity is limited → supply chain strategy must include outsourcing or 
automation. 

 
3. Review Supply Chain Trends 
Companies must understand current global and industry trends: 

• Automation & robotics 
• Sustainability & green supply chains 
• Digital supply chains 
• Blockchain for transparency 
• Nearshoring and outsourcing 
• Omni-channel retailing 

Example: 



Zara adopts the trend of fast fashion, producing limited batches quickly. 
→ This trend influences its agile, quick-response supply chain. 

 
4. Conduct Competitive Analysis 
Companies compare their supply chain performance with: 

• Competitors 
• Industry standards 
• Best practices 

They analyse: 
• Cost efficiency 
• Delivery times 
• Supplier networks 
• Inventory policies 

Example: 
Flipkart studies Amazon India’s delivery speed. 
To stay competitive → Flipkart strengthens its last-mile delivery network. 
 
5. Evaluate Supply Chain Technology 
Technology helps improve speed, accuracy, and cost. 
Important technologies include: 

• ERP systems 
• RFID, Barcoding 
• IoT sensors 
• Predictive analytics 
• Warehouse automation 
• AI-driven demand forecasting 

Example: 
Walmart uses RFID tags for real-time stock visibility → reduces stockouts and 
improves replenishment. 
 
6. Assess Supply Chain Risks 
Companies must identify and plan for risks such as: 

• Supplier failure 
• Natural disasters 
• Transportation delays 
• Price fluctuations 
• Cyberattacks 
• Political instability 

Example: 
COVID-19 caused supply disruption for auto companies. 
Maruti Suzuki realised dependence on a single chip supplier is risky → strategy 
moved to multi-supplier sourcing. 
 
7. Identify New Supply Chain Capabilities Needed 
After analyzing gaps, companies decide what new capabilities they require: 

• Faster delivery capability 
• More automation 
• New supplier network 
• Data analytics capability 
• Local manufacturing 
• Multi-modal transportation 

Example: 
Big Basket added dark stores to speed up delivery. 
→ New capability: micro-warehousing near customers. 
 
 



8. Build Business Case & Gain Buy-In 
The strategy must be justified to management and stakeholders: 

• Cost-benefit analysis 
• ROI estimation 
• Risk reduction 
• Impact on customer experience 
• Strategic alignment 

Example: 
A company wants to invest ₹20 crore in warehouse automation. 
A business case shows: 
• 20% reduction in labour cost 
• 30% faster order processing 
Management approves the investment. 
 
9. Execute the Supply Chain Strategy 
This includes: 

• Implementing technology 
• Training staff 
• Redesigning processes 
• Developing supplier contracts 
• Network redesign 
• Performance monitoring 

Example: 
DHL executes a new automation strategy by: 

• Installing automated sorting machines 
• Training employees 
• Integrating systems with customers 

This leads to faster parcel delivery. 
 
 Supply Chain Drivers  
Supply chain drivers are the key factors that determine the performance of a supply 
chain. They influence cost, speed, flexibility, and service level. 
There are six main supply chain drivers: 
 
1. Facilities 
These are places where products are made or stored—factories, warehouses, 
distribution centres. 
Example: 
Amazon uses multiple fulfilment centres close to cities to deliver orders quickly. 
 
2. Inventory 
This includes raw materials, work-in-progress, and finished goods held by a company. 
Example: 
Big Bazaar stores keep large inventory to avoid stockouts during festivals. 
 
3. Transportation 
Refers to how goods move between locations—road, rail, air, sea, courier, etc. 
Example: 
Flipkart uses last-mile delivery vans and bikes to reach customers quickly. 
 
4. Information 
Data about demand, stock levels, orders, and customer behavior. Good information 
improves coordination. 
Example: 
Walmart’s real-time inventory system uses RFID and barcode data to track products. 
 



5. Sourcing 
Deciding who supplies raw materials or components, and whether to make or buy 
products. 
Example: 
Apple outsources iPhone manufacturing to Foxconn to reduce cost and increase 
production capacity. 
 
6. Pricing 
How a company sets product prices affects customer demand and supply chain 
planning. 
Example: 
Airlines reduce prices during off-peak seasons to increase demand and improve 
capacity utilization. 
 
 
Limitations of Supply Chain Management 
(Minimizing uncertainty, reducing lead times, minimizing stages, improving quality, 
minimizing variety, managing demand) 
SCM aims to streamline operations, but in practice, companies face several 
limitations: 
 
1. Minimizing Uncertainty 
Supply chains try to remove uncertainty in demand, supply, and transportation—but 
complete elimination is impossible. 
Limitation: 
Uncertain customer demand, supplier delays, natural disasters, and market 
fluctuations cannot be fully controlled. 

1. Example: 
During festivals, Big Bazaar cannot accurately predict customer demand → 
stockouts or excess inventory occur. 

 
2. Fashion demand changes suddenly. Even Zara cannot fully predict which 

design will become a hit → uncertainty remains. 
 
2. Reducing Lead Times 
SCM wants to reduce the time taken from order to delivery, but constraints exist. 
Limitation: 
Transportation delays, production bottlenecks, and customs procedures increase lead 
time. 
Example: 
Maruti Suzuki faces long lead times for imported semiconductor chips, delaying car 
production. 
Electronics companies importing chips from China face delays due to shipping time 
and customs → lead time increases. 
3. Minimizing the Number of Stages 
Reducing supply chain stages (like fewer warehouses, fewer intermediaries) improves 
efficiency—but many companies cannot reduce them. 
Limitation: 
Geographical spread, distribution requirements, and product characteristics force 
companies to keep multiple stages. 
Example: 
Coca-Cola cannot reduce its bottling plants or distributors because drinks must be 
produced close to local markets. 
A packaged food company needs farmers, processors, wholesalers, and retailers → 
stages cannot be reduced easily. 
 



4. Improving Flexibility 
SCM wants to quickly respond to changes in demand or supply. 
But machinery limitations, fixed schedules, and labour constraints reduce flexibility. 
Example: 
A car plant cannot immediately increase production by 50% when demand rises 
suddenly. 
5. Improving Process Quality 
SCM aims to maintain consistent quality at each stage, but variations always occur. 
Limitation: 
Different suppliers and manufacturing units may not follow the same quality 
standards. 
Example: 
A mobile company receives screens from a supplier with quality defects → entire 
production schedule gets affected. 
A smartphone company gets camera modules from Supplier A and screens from 
Supplier B. If B has quality issues, overall product quality suffers. 
6. Minimizing Variety 
Standardizing products reduces cost, but customers today demand high variety and 
customization. 
Limitation: 
Companies cannot reduce product variety without losing customers. 
Example: 
Nike cannot minimize product variety because customers expect many colours, 
designs, and styles → creating supply chain complexity. 
McDonald’s wants fewer menu items to simplify operations, but customer demand 
forces them to offer many varieties. 
7. Managing Demand 
SCM tries to balance supply and demand, but real-time demand forecasting is 
difficult. 
Limitation: 
Sudden market changes create mismatch: overstocking or stockouts. 
Example: 
Weather changes cause sudden spikes in umbrella sales, making forecasting difficult 
for retailers. 
Demand for ACs rises sharply during summer. Companies struggle to manage 
inventory without overstocking or stockouts. 
 

Strategic fit in supply chain: 
 
Strategic fit means the alignment between a company's internal strengths (resources, 
capabilities, culture) and its external environment (market opportunities, customer 
needs, competition), ensuring its strategy effectively uses what it has to succeed in 
the market, crucial for competitive advantage, growth, and successful 
mergers/acquisitions 
 
Definition: 
Strategic fit refers to the consistency between customer needs (demand) and 
supply chain capabilities, ensuring the supply chain supports the company’s 
competitive strategy. 
 

• It refers to how well a business’s strategy meets a competitive environment’s 
pressures. 

• This concept allows organizations to adapt to changes in customer requirements and 
the business environment. 
 
 



Example: 
Walmart – Low Cost Strategy 

• Business Strategy: Everyday low prices. 
• Supply Chain Strategy: 

o Highly efficient transportation 
o Bulk purchasing 
o Cross-docking warehouses 
o Strong supplier coordination 

 Strategic Fit: 
Walmart wants low cost → supply chain supports low cost. 
 
Apple – Innovation & Quality 

• Business Strategy: High innovation and premium customer experience. 
• Supply Chain Strategy: 

o High-quality materials 
o Global supplier network 
o Strong demand forecasting 
o Secure and confidential production 

✔ Strategic Fit: 
Apple wants innovation → supply chain focuses on reliability and quality. 
 
 
 
1. Competitive Strategy 
Competitive Strategy = How a company decides to compete in the market. 
It answers: 
 “What value do we want to offer customers?” 
 “How do we win against competitors?” 
 
Types of Competitive Strategies 

1. Cost Leadership – competing on low cost 
2. Differentiation – offering unique, high-quality products 
3. Focus/Niche – serving a specific segment 

Examples 
Walmart – Low Cost Competitive Strategy 

• Focus on everyday low prices 
• Target customers who want affordability 

➡ Walmart competes by being the cheapest. 
Nike – Focus/Niche Strategy 

• Focus on athletic performance and sportswear 

➡ Specific segment of fitness and sports customers. 
 
2. Supply Chain Strategy 
Supply Chain Strategy = How a company structures its supply chain to support its 
competitive strategy. 
It answers: 

     “How do we produce, store, and deliver products to meet customer needs 
efficiently?” 
Types of Supply Chain Strategies 

1. Efficient Supply Chain – low cost 
2. Responsive/Flexible Supply Chain – speed and customization 
3. Risk-hedging Supply Chain – dealing with uncertain supply 
4. Agile Supply Chain – handling uncertain demand and fast changes 

 
Example 1: Toyota – Lean & Quality Supply Chain 



Competitive strategy: Quality and reliability 
Supply chain strategy: 

• Just-in-time (JIT) production 
• Long-term supplier relationships 
• Kaizen (continuous improvement) 

➡ Ensures consistent quality and efficiency. 
 
Difference Between Competitive Strategy & Supply Chain Strategy 

Competitive Strategy Supply Chain Strategy 

Defines how the firm competes Defines how supply chain will support that competition 

Customer-focused Operation-focused 

Example: low cost, differentiation Example: efficient or responsive supply chain 

Answers “what value to offer?” Answers “how to deliver that value?” 

 
 

value chain for typical organization 
What is a Value Chain? 
 
Value Chain = All the activities a company performs to create value for customers. 
Michael Porter introduced it. 
A typical organization adds value through: 

• Product development 
• Operations 
• Marketing & sales 
• Logistics / Supply chain 
• Services 
• Support functions (HR, IT, procurement) 

The goal is to create maximum value at minimum cost. 
 
2. Functions in a Typical Organization’s Value Chain 
A. Product Development Strategy (R&D + Design) 
This strategy focuses on creating new products or improving existing ones. 

or 
Focuses on product design, innovation, and improving features. 
Example: Samsung developing new smartphones. 
 
Functions 

• Identifying customer needs 
• Researching new technologies 
• Designing innovative products 
• Testing prototypes 
• Improving quality and performance 
• Reducing product cost by better design 
• Ensuring the product is unique or competitive 

Outcome 

✔ Attractive products 

✔ Better quality 

✔ Differentiation 

✔ Support competitive advantage 
 
B. Marketing and Sales Strategy 
This strategy focuses on creating demand and selling the product. 



or 
Focuses on understanding customers, promoting the product, pricing, and selling. 
Example: Samsung advertising Galaxy models globally. 
 
Functions 

• Market research 
• Customer segmentation 
• Pricing strategy 
• Promotion and advertising 
• Branding and positioning 
• Managing customer relationships (CRM) 
• Sales planning & forecasting 
• Distribution channel planning 

Outcome 

✔ Higher sales 

✔ Stronger brand image 

✔ Better customer reach 

✔ Improved profitability 
 
C. Logistics / Supply Chain Strategy 
This strategy focuses on moving, storing, and delivering products efficiently. 
or 
Focuses on sourcing, production, storage, transportation, and delivering products 
efficiently. 
Example: Samsung manufacturing in Asia and distributing worldwide. 
 
Functions 

• Procurement of raw materials 
• Efficient production planning 
• Inventory management 
• Warehousing 
• Transportation and distribution 
• Supplier relationship management 
• Ensuring timely delivery 
• Cost control in logistics 
• After-sales support 

Outcome 

✔ Lower cost 

✔ Faster delivery 

✔ Better product availability 

✔ Smooth operations 
 

Competitive Advantage Through Supply Chain (Using 3C’s) 
A company gains competitive advantage when its supply chain helps it outperform rivals by 
serving customers better, faster, or cheaper. 
The 3C’s framework shows how supply chain strategy creates advantage by aligning with: 

   Customer (What customers want?) 

   Competition (How rivals compete?) 

   Company (What the company can do best?) 

 
1. Customer (Understanding Customer Needs) 
A strong supply chain creates advantage by meeting customer expectations better than 
others. 
Customers care about: 

• Low price 



• Fast delivery 
• High quality 
• Availability of products 
• Customization / variety 

Supply Chain Advantage for Customer: 
• If customers want low cost → efficient supply chain 
• If customers want speed → responsive supply chain 
• If customers want variety → flexible supply chain 

Example: Amazon 
• Customers want fast delivery + wide choice 
• Amazon’s supply chain uses: 

o Fulfilment centres everywhere 
o Real-time tracking 
o Strong last-mile delivery 

➡ Competitive advantage: 1-day or same-day delivery. 
 
2. Competition (Beating Rivals Through Supply Chain) 
A superior supply chain helps a company do things competitors cannot match. 
How supply chain beats competitors: 

• Lower cost than rivals 
• Faster response to demand changes 
• Higher product availability 
• Better collaboration with suppliers 
• Stronger logistics network 

Example: Zara 
• Competitors take 6 months to release new fashion 
• Zara takes 2–3 weeks (super-fast supply chain) 

➡ Zara responds to trends quicker → beats competition. 
Competitors cannot copy Zara easily because its supply chain is unique: 

• Short production cycles 
• Small batches 
• Specialized factories 
• Frequent store replenishment 

 
3. Company (Internal Capabilities & Strengths) 
Competitive advantage comes when the company’s internal strengths match its supply 
chain capabilities. 
Company strengths that build supply chain advantage: 

• Expertise in sourcing 
• Strong manufacturing system 
• Long-term supplier relationships 
• Use of technology (ERP, AI, automation) 
• Efficient transportation systems 
• Skilled workforce 

Example: Walmart 
• Company capability: Operational excellence 
• Supply chain strengths: 

o Cross-docking 
o Bulk purchase 
o Low-cost transport 
o Supplier integration 

➡ Company’s internal strength + efficient supply chain 
→ Low prices everyday = competitive advantage 
 
 
 



Achieving Strategic Fit in Supply Chain Management 
Strategic fit means aligning the company’s business strategy with its supply chain strategy, 
so the supply chain can properly support what the company wants to achieve. 
In simple words: “The supply chain should do exactly what the business needs.” 
Why it matters? 
If the business wants fast delivery, the supply chain must be responsive. 
If the business wants low cost, the supply chain must be efficient. 
 
Steps in Achieving Strategic Fit 
1. Understand the Customer Needs 
Identify what customers expect: 

• Speed 
• Variety 
• Quality 
• Price 
• Service level 

Example: 
Customers buying fashion apparel expect latest designs quickly, not the lowest cost. 
 
2. Understand the Supply Chain Capabilities 
Know what your supply chain can actually deliver: 

• Lead time 
• Production flexibility 
• Inventory capability 
• Supplier reliability 
• Distribution efficiency 

Example: 
A highly automated factory is good for large quantities at low cost but not good for frequent 
design changes. 
 
3. Match Customer Needs with Supply Chain Capabilities 
Align demand characteristics with the right supply chain type: 

• Functional products → predictable demand → efficient supply chain 
• Innovative products → unpredictable demand → responsive supply chain 

Example: 
• Groceries (predictable demand) → efficient, low-cost supply chain 
• Smartphones or fashion wear (highly unpredictable demand) → responsive, fast 

supply chain 
 
Example of Achieving Strategic Fit 
ZARA – Fast Fashion 
Zara’s customers want: 

• Latest fashion 
• Quick availability 
• Frequent new designs 

So Zara builds a responsive supply chain: 
• Designs change weekly 
• Production is close to the market (Spain, Portugal) 
• Quick distribution to stores 
• Small batch production to reduce leftover stock 

Result: Zara achieves strategic fit because its supply chain supports its business strategy of 
fast fashion. 
 

Analytics in Supply Chain Management 
 
Meaning : 



Analytics in Supply Chain Management refers to using data, statistical tools, and technology 
to study and improve all supply chain activities — from purchasing raw materials to 
delivering the final product. 
It helps companies make smarter, faster, and more accurate decisions by analysing patterns, 
forecasting demand, reducing costs, and improving efficiency. 
In simple words: 
 Analytics = Using data to understand what's happening in the supply chain and what 
decisions should be taken. 
 
Types of Analytics in SCM 
 
1. Descriptive Analytics – “What happened?” 
Explains past performance using reports and dashboards. 
Example: A warehouse reviews last month’s inventory levels and shipment delays. 
 
2. Diagnostic Analytics – “Why did it happen?” 
Finds the root causes of supply chain problems. 
Example: A company analyses why delivery delays increased — reason found: supplier lead 
time increased. 
 
3. Predictive Analytics – “What will happen?” 
Uses historical data to forecast future trends like demand or supply disruptions. 
Example: Retailers predict high demand for ACs in summer and increase stock. 
 
4. Prescriptive Analytics – “What should we do?” 
Suggests the best possible actions or decisions using AI and optimization models. 
Example: A logistics tool recommends the cheapest and fastest delivery route. 
 
5. Cognitive Analytics – AI-enabled learning system 
Uses AI/ML to understand data, learn patterns, and take smart automated decisions. 
Example: Amazon’s AI predicts which products customers will buy next and adjusts inventory 
automatically. 
 
Objectives of Supply Chain Analytics 
1. Improve Demand Forecasting 
To predict customer demand accurately using data. 
Example: A clothing brand analyses past sales to forecast winter jacket demand and avoids 
overstock. 

 
2. Reduce Supply Chain Costs 
To identify cost-saving opportunities in purchasing, production, warehousing, and 
transportation. 
Example: A logistics company uses route-optimization analytics to reduce fuel costs. 

 
3. Increase Operational Efficiency 
To streamline production, inventory flow, and delivery processes. 
Example: A factory uses analytics to detect bottlenecks in production, increasing output with 
the same resources. 
 
4. Enhance Inventory Management 
To avoid overstocking or stockouts by maintaining optimal inventory levels. 
Example: A supermarket chain analyses sales patterns to keep fast-moving items always in 
stock. 
5. Improve Customer Service 



To improve delivery speed, product availability, and service reliability. 
Example: Amazon uses analytics to choose the nearest warehouse and deliver faster to 
customers. 

 
6. Strengthen Supplier Performance 
To evaluate and improve supplier quality, reliability, and delivery time. 
Example: A manufacturer tracks which supplier delivers late often, and shifts orders to a 
more reliable one. 

 
7. Identify and Manage Risks 
To detect supply disruptions, delays, quality issues, or market changes early. 
Example: Analytics alerts that a supplier’s defect rate is rising, helping the company act 
before production suffers. 

 
8. Support Strategic Decision-Making 
To guide long-term planning like new warehouse locations, pricing, sourcing, and capacity 
planning. 
Example: A company uses analytics to decide the best location for a new warehouse based 
on demand data. 
 
Features of Supply Chain Analytics  
1. Connected 
Supply chain systems are digitally linked through IoT, sensors, ERP, and cloud platforms. 
Example: A warehouse uses sensors to automatically update stock levels, so inventory data 
is always accurate and connected across all departments. 

 
2. Collaborative 
Enables seamless data sharing among suppliers, manufacturers, logistics partners, and 
retailers. 
Example: A manufacturer shares real-time production schedules with suppliers so they can 
send materials on time, reducing delays. 

 
3. Cyberaware 
Systems are protected from data breaches, cyber-attacks, and unauthorized access. 
Example: A logistics company using secure digital tracking ensures customer delivery data is 
protected from hacking. 

 
4. Cognitively Enabled 
Uses AI and machine learning to make smart decisions automatically. 
Example: Amazon’s AI predicts which products customers will buy and automatically adjusts 
stock levels in nearby warehouses. 

 
5. Comprehensive 
Covers the entire supply chain end-to-end — from suppliers to customers. 
Example: A company monitors supplier performance, production status, transportation, 
inventory, and customer demand all in one dashboard. 
 

Importance of Supply Chain Analytics  
1. Better Decision-Making 
Analytics helps companies make smart, data-driven decisions instead of guessing. 
Example: A retailer uses sales data to decide which products to stock more during festive 
seasons. 
2. Cost Reduction 
Identifies waste, delays, and cost-heavy processes in the supply chain. 
Example: A logistics company uses route analytics to reduce fuel consumption and transport 
costs. 



 
3. Improved Demand Forecasting 
Predicts future customer demand accurately. 
Example: A mobile company forecasts higher sales during Diwali and increases production in 
advance. 

 
4. Efficient Inventory Management 
Helps maintain the right amount of stock — not too much, not too little. 
Example: Supermarkets use analytics to avoid stockouts of fast-selling items like milk and 
bread. 

 
5. Faster and Better Customer Service 
Improves delivery speed, product availability, and service quality. 
Example: Amazon uses analytics to choose the nearest warehouse, cutting delivery time. 

 
6. Enhanced Supplier Performance 
Tracks supplier quality, reliability, and delivery time. 
Example: A manufacturer identifies a supplier who frequently delays and replaces them with 
a better one. 

 
7. Supply Chain Risk Management 
Detects risks like delays, shortages, quality failures, or transportation issues early. 
Example: Analytics alerts a company when a supplier’s defect rate increases, preventing 
major production problems. 

 
8. End-to-End Visibility 
Provides clear visibility of the entire supply chain — from raw materials to final delivery. 
Example: A food company monitors temperature-controlled trucks in real time to protect 
perishable goods. 
 
 
Issues & Challenges of Supply Chain Analytics  
1. Poor Data Quality 
If data is incomplete, inaccurate, or outdated, analytics results become unreliable. 
Example: A retailer with incorrect sales data may forecast wrong demand, causing stockouts. 
 
2. Lack of Data Integration 
Data is stored in different systems (ERP, warehouse, transport) and not connected. 
Example: A manufacturer’s production data is not linked with supplier data, causing delays. 
 
3. High Implementation Cost 
Advanced analytics tools, software, and skilled staff are expensive. 
Example: Small distributors avoid AI tools because of high setup cost. 
 
4. Skill Shortage 
Companies need data analysts, AI experts, and supply chain specialists — talent is limited. 
Example: A logistics firm collects huge data but cannot analyse it due to lack of skilled 
analysts. 
 
5. Cybersecurity Risks 
More digital systems mean higher chances of cyber-attacks and data breaches. 
Example: Hackers attacking a logistics tracking system can disrupt deliveries. 
 
6. Resistance to Change 
Employees may hesitate to adopt new digital tools or analytics systems. 
Example: Warehouse staff prefer manual entries instead of automated scanning. 



 
7. Complex Technology 
AI, ML, IoT, and cloud analytics require advanced technical understanding. 
Example: A factory struggles to use predictive maintenance analytics due to complex tools. 
 
 

 
 
 

 
 
 
 
 
 


