
Chapter 11

Supply Chain Management



Learning Objectives

Á Explain what a supply chain is. 

Á Explain the need to manage a supply chain and 

the potential benefits of doing so. 

Á Explain the increasing importance of outsourcing. 

Á State the objective of supply chain management. 

Á List the elements of supply chain management. 

Á Identify the strategic, tactical, and operations 

issues in supply chain management. 

Á Describe the bullwhip effect and the reasons why 

it occurs. 
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Learning Objectives

Á Explain the value of strategic partnering. 

Á Discuss the critical importance of information 

exchange across a supply chain. 

Á Outline the key steps, and potential challenges, in 

creating an effective supply chain. 

Á Explain the importance of the purchasing function 

in business organizations. 

Á Describe the responsibilities of purchasing. 

Á Explain the term value analysis. 

Á Identify several guidelines for ethical behavior in 

purchasing. 
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Supply Chain Management

ÁSupply Chain: the sequence of 

organizations - their facilities, 

functions, and activities - that 

are involved in producing and 

delivering a product or service.

Sometimes referred to value chains
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ÁWarehouses

ÁFactories

ÁProcessing centers

ÁDistribution centers

ÁRetail outlets

ÁOffices

Facilities
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Functions and Activities

ÁForecasting

ÁPurchasing

ÁInventory management

ÁInformation management

ÁQuality assurance

ÁScheduling

ÁProduction and delivery

ÁCustomer service
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Typical Supply Chains
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1.Improve operations

2.Increasing levels of outsourcing

3.Increasing of transportation costs

4.Competitive pressures

5.Increasing globalization

6.Increasing importance of e-commerce

7.Complexity of supply chains

8.Manage inventories

Need for Supply Chain 

Management
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Benefits of Supply Chain Management

ÁLower inventories/increase inventory turnover

ÁHigher productivity

ÁGreater agility

ÁShorter lead times

ÁHigher profits

ÁGreater customer loyalty

ÁIntegrates separate organizations into a 

cohesive operating system
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