Supply chain Management



Main Topic

* What Is supply chain management?

» Options for restructuring the supply chain
 Using e-business to restructure the supply chain
* Supply chain management implementation



What Is supply chain management?

Supply chain management (SCM) involves the
coordination of all supply activities of an organization
from Its suppliers and delivery of products to its
customers
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Upstream supply chain

Organization

Sell-side e-commerce

Downstream supply chain

Buy-side e-commerce Sell-side e-commerce
(b) Inbound logistics Outbound logistics

: Members of the supply chain: (a) simplified view, (b) including
| Figure 6.2 R




What would be a better understanding of the functions of production and how
to control it, we must understand what 1s involved in the movement in supply chain

management.

Processes are two main things.
- Material

. Information
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(a) - (b) Have you realized all the benefits you expected from your
To improve service 68% current supply chain and manufacturing systems?

Cost cutting 68%
- Yes, have realized

To increase profits 55% some benefits
Getting products to |-
market faster |- 52%
New clients 45%
New products L 45% .
Competitive pressures 45% Yes, have realized in the future
= all the benefits .
To improve management
decisions |- 39%
New channels to market 32% Don't know
To increase shareholder 239 No, and are unlikely
value to do so in the future

New suppliers ] 19%

Other || 10%

1 | 1 | | | | )

0% 10% 20% 30% 40% 50% 60% 70% B80%
Percentage of respondents

{a) Benefits of supply chain management, (b) realization of benefits.
Note respondents could select all benefits that apply.
Source: PMP (2008)




Problems of supply chain management

Table 6.1 A summary of the problems of supply chain management and how e-business technology can assist

Problem of supply chain management How e-business technology can reduce problems in SCM

Pressure to reduce costs of manufacturing Reduction in paperwork through electronic transmission of orders,

and distributing products in order to remain invoices and delivery notes. Reduced inventory holdings needed through

competitive better understanding of demand. Reduced time for information and
component supply across the supply chain. Lower SCM system
purchase and management costs through use of online services {(SaaS)

Demand forecasting Sharing of demand by customers with suppliers as part of efficient
consumer response (ECR)

Failure to deliver products on time Supplier becomes responsible for item availability through

consistently or lack of items on shelf in retailer vendor-managed inventory

Failure to deliver or ship correct product Human error reduced. ‘Checks and balances can be built into system’

High inventory costs inventory reduced throughout the supply chain through better demand
forecasting and more rapid replenishment of inventory

Time for new product development Improved availability of information about potential suppliers and

components, for example through online marketplaces




Advantage of SCM
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More recently, BlueScope Steel has introduced bluescopesteelconnect.com which is a secure Internet-based steel procurement solution which allows customers to order and confirm the status of

products. It also offers users the ability to check statements and download invoices in real time, simplifying reconciliations. The implementation of SCM at BHP Steel reflects changing

‘/// developments in the wider industry

BLUESC OPE Other BlueScope Steel Websites Search Steelconnect
STEEL | Please Select i {Enter a Search Term m

lan

SteelConnect

Print this page You are here » Home

Membership Registrations
Membership Advantages
Industry Information

Coil Calculator

Delivery Week Calendars

Terms and Conditions BLU ESCOPE

Credit Application

Credit Reporting Policy STEEL

Contact SteelConnect

Sitemap

Product Information

Technical Bulletins
Product Safety & MSDS

Conversion Tool

Alan Ellis from MORDEK Cathrine Bray from Oxycut (Middie) Ray Nicols from Dexion

2012 Service and Quality online survey

11 September 2012
Thank you to all our customers who participated in the "Service & Quality” survey on-line during July. We had an excellent response
and are pleased to announce the winners of the three $500 Westfield gift vouchers (shown above):

« Catherine Bray from Oxycut
« Alan Ellis from Mordek, and
« Ray Nicols from Dexion

Feedback to customers on the survey has commenced and will continue over the next few weeks.
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Upstream supply chain - The B2B Company

In s
Suppliers | —» S — 4 dep-\ —> /retailer
warehouse wholesaler exchangs

B28B

or

—>

Distribut

1 Supplier
agent

Downstream supply chain -~ The B2B Company

Figure 6.5 A typical supply chain for a B2B company
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Push and Pull SCM

A change in supply chain thinking, and also in marketing communications thinking, is the move from

push models of selling to pull models or to combined push—pull approaches.

The push model is illustrated by a manufacturer who perhaps develops an innovative product and then
identifies a suitable target market. A distribution channel is then created to push the product to the market.

This situation is shown in Figure 6.7(a)

The alternative approach consistent with ECR is the pull model, which is focused on the customer’s
needs and starts with analysis of their requirements through market research and close cooperation with

customers and suppliers in new product development Figure 6.7(b)
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Push to customer

I~
Typical aim: Optimize the production process for cost and efficiency.

Typical characteristics: Manufacturer-led new product development,
poor data integration through limited use of technology,
long cycle and response times, and high inventory levels.

Use of IS: Independent data management by supply chain members.
Limited use of EDL

(a)

Pull from customer

Typical aim: Enhance product and service quality.

Typical characteristics: Market research driven, technology used to achieve
research and data integration, short cycle and
response times, low inventory levels.

Use of IS: Integrated internal systems, information sharing between
supply chain members, Extensive use of EDI and e-commerce,

) often through B2B exchanges and intermediaries.

Figure 6.7 Push and pull approaches to supply chain management
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(Supply Chain Integration)
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(Supply Chain Integration)
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(Radio Frequency Identification- RFID)
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(Enterprise Resource Planning- ERP)
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Value chains

value chain (VC) is a well-established concept for considering key activities that an organization can
perform or manage with the intention of adding value for the customer as products and services move from

conception to delivery to the customer (Porter, 1980).

The value chain is a model that describes different value-adding activities that connect a company’s
supply side with its demand side. We can identify an within the boundaries of an

organization and an where activities are performed by partners.

By analysing the different parts of the value chain managers can redesign internal and external processes
to improve their efficiency and effectiveness. Benefits for the customer are created by reducing cost and adding

value to customers.
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- within each element of the value chain such as procurement, manufacture, sales and distribution;

- at the interface between elements of the value chain such as between sales and distribution. In

equation form this is:

Value = ( — Its cost) + (

— Its cost)
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Secondary value chain activities

Human resources
Finance
Information systems
Sales
Inbound Outbound
. Production and
logistics > logistics marketing
(a) Primary value chain activities
- Market \ Procure Procure s‘mm
d products materials products fulfilment

Two alternative models of the value chain: (a) traditional value chain
Figure 6.8 model, (b) revised value chain model
Source: Figure 6.4(b) adapted from Deise et a/. (2000)
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*includes IS partners, for example:

Strategic core VC pariners

» Strategic outsourcer
» System integrator
* |[SP/WAN provider

* ASP provider

Inbound Product
, Manufacturi :
logistics "1 | warehousing
1 i |
Upstream : 5 Downstream
NG partiiers Value chain integrators VG partners
Suppliers I Fulfilment
Buy-side Sell-side
intermediaries I intermediaries
Value chain integrators*
1 | 1
Finance Hu‘nian‘_ . A"‘,“‘"
resources e.g. travel

Non-strategic service partners

Figure 6.9 Members of the value network of an organization (adapted from Deise et al. 2000)
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Value Chain vinlgamuen

THE VALUE CHAIN M.E. Porter (1980)

Firm Infrastructure

Human Resource Management

Support
Activities Technology Development
Procurement
Inbound Outbound Marketing
Logistics ~ OPerations  ogigtics and Sales Services

%—J

Primary Activities
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Firm Infrastructure (Accounting, Finar

Human Resource Manageme nt

Technology Development , R&D

l Support Activities ]

Procurement (Purchase:)

Create Develop

Primary Activities
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Firm Infrastructure (Accounting, Financial)

CRM
Human Resource Management E-Consult

Technology Development , R&D

| Support Activities ]

SYSTEM

Procurement (Purchase)

Create

Jo1ddng
4

Primary Activities
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uppeort Activities |

Firm Infrastructure (Accounting, Financial)

Human Resource Management

Technology Development , R&D

ssuu E-learning
zvu E-document

swwuu Knowledge Management

szuy E-Consult

L 7/ |L___/

Primary Activities
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Supply Chain Management

fio msynmstioufionssuin andiniusaus-nonainan (Supplier) wnsming
(Distributor) uwa:ani (Customer)
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Supply chain
planning systems

Network
optimization

Y
b

Manufacturing
planning (MRP)

Supply chain
execution systems

Data
warehouse
(tactical)

Procurement

Supply

planning

Demand
planning

N

a0
.

Manufacturing

Warehouse
management

Enterprise
Resource
Planning
database

(operational)

Order
processing

S

Forecasting, monitoring and alerts
delivered by intranet and extranet

Distribution

SR AKE A typical IS infrastructure for supply chain management
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