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Objectives

At end of lesson, you should be able to

1. Explain the strategic importance of SCM

2. Identify 6 sourcing strategies

3. Explain supply chain risks and mitigation tactics

4. Evaluate issues for an Integrated Supply Chai

This week

5. Describe steps in supplier selection

6. Explain major issues in Logistics Management

7. Measure Supply Chain Performance



What is Supply Chain Management?

Give an example of supply chain.

1. Automotive supply chain

2. Electronics chips supply chain

3. Food products supply chain

What is the objective of SCM in Operations? 















Coordination

What are typical activities needed for good coordination when there are many 
parties involved - suppliers - local and overseas, parts, packaging, shipment finished 
goods, export to 30 countries, overseas factories, etc.?

Activities?

Logistics - need to determine mode of shipping

Purchasing orders must specify correct quantity, type, colour, 

etc. - part of effective and efficient management

What about other INFORMATION ? Design changes, 

Engineering, Material changes, ?



Explain the strategic importance of SCM

Why is SCM strategically important?

Firms strive for increased competitiveness through product customization, 

high quality, low costs, speed to market, sustainability, = really require 

coordinated and excellent supply chain management system  and 

processes

Require supplier integration up and down - Tier 1, 2, 3 - Raw 

Material - Manufacturer - Customer - User/Consumer 

(See Slides 9 - 15)



Supply Chain Management
TABLE 11.2 How Corporate Strategy Impacts Supply Chain Decisions 

LOW COST STRATEGY RESPONSE STRATEGY DIFFERENTIATION STRATEGY

Primary supplier selection 

criteria 

• Cost • Capacity

• Speed

• Flexibility 

• Product development skills

• Willing to share information

• Jointly and rapidly develop products 

Supply chain inventory • Minimize inventory to 

hold down costs

• Use buffer stocks to ensure 

speedy supply 

• Minimize inventory to avoid product 

obsolescence 

Distribution network • Inexpensive 

transportation 

• Sell through discount 

distributors/retailers 

• Fast transportation

• Provide premium customer 

service 

• Gather and communicate market research 

data 

• Knowledgeable sales staff 

Product design 

characteristics 

• Maximize performance

• Minimize cost

• Low setup time

• Rapid production ramp-up 

• Modular design to aid product 

differentiation



What are 6 Sourcing Strategies?

2. Few suppliers

1. Many suppliers

4. Joint ventures

3. Vertical integration

5. Keiretsu networks
6. Virtual companies

Sourcing Issues

- Make or Buy 

- Outsourcing

(Slides 16 - 24)



What is Keiretsu ?

Please Google for Mitsubishi Keiretsu and Toyota Keiretsu

What are your findings?









Vertical Integration 

What is difference between backward and forward integration?

Give example for production of one item.



Question 

1. A fried chicken fast-food chain that acquired feed mills and poultry farms has 

performed which of the following?

A) horizontal integration

B) forward integration

C) backward integration

D) current transformation

E) job expansion
ANSWER C



2.  When Daimler and BMW pooled resources to develop standardized auto 

components, the sourcing strategy could best be described by which of the 

following?

A) keiretsu

B) virtual companies

C) joint venture

D) vertical integration

E) few suppliers

ANSWER C





Supply Chain Risks and Mitigation

Risk compounded by globalization and logistical complexity.

Reliability and quality of suppliers critical to operations

Fast delivery, low inventory supply chain, operating across political and cultural 

boundaries, added shipping times, logistics reliability, all add up risks.

Need to identify risk and its mitigation (what if A happens, what we do?)

( see Slides 26 - 32)



Managing Integrated Supply Chain (ISC)

Independent organizations involved from raw material to finished goods

Issues in Managing ISC (SEAMLESS)

-Local optimization, Incentives, Large Lots (bullwhip effect)

Opportunities for effective SCM

- Accurate pull data, Lot size reduction, Single stage Replenishment, 

Vendor Managed Inventory (VMI), Collaborative Planning 

Forecasting, Replenishment (CPFR), Blanket Orders, 

Standardization, Postponement, Electronic Order Fund Transfer, Drop 

Shipping and Special Packaging (See slides 33 - 36)



Supply Chain Risks and Managing Integrated 

Supply Chain 

Analyse the Risks in current Covid-19 Pandemic for Global Supply 

Chain of Microchips. 

How can companies build resilience to mitigate risk of supply chain 

disruption in the future?
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