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Abstract

Supply Chain Strategies are the critical backbone to Business Organizations today. Effective Market coverage,
Availability of Products at locations that hold the key to revenue recognition depends upon the effectiveness of Supply
Chain Strategy rolled out. Very simply stated, when a product is introduced in the market and advertised, the entire
market in the country and all the sales counters need to have the product where the customer can buy and take delivery.
Any glitch in the product not being available at the right time can result in the drop in customer interest and demand
which can be disastrous. Transportation network design and management assume importance to support sales and
marketing strategy. Inventory control and inventory visibility are two very critical elements in any operations for these
are the cost drivers and directly impact the bottom lines on the balance sheet. Inventory means value and is an asset
to the company. Every business has a standard for inventory turnaround that is optimum for the business. Inventory
turnaround refers to the number of times the inventory is sold and replaced over a period of twelve months. The health
of the inventory turn relates to the health of business. In a global scenario, the finished goods inventory is held at
many locations and distribution centers, managed by third parties. A lot of inventory would also be in the pipeline in
transportation, besides the inventory with distributors and retail stocking points. Since any loss of inventory anywhere
in the supply chain would result in loss of value, effective control of inventory and visibility of inventory gains
importance as a key factor of Supply Chain Management function.
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1.0 SUPPLY CHAIN MANAGEMENT

If you go to a Supermarket and pick up a few items off the shelf from electronics and white goods or even clothes
and look at the labels, the chances are that you will find them having been manufactured in China or Mexico. The
coffee pods you buy to use for your everyday use comes from Africa. Computers have been shipped out of South
American Factories and Soft furnishings on the shelves are from India and Hong Kong. Global markets are expanding
beyond borders and re-defining the way demand and supplies are managed. Global companies are driven by markets
across continents. To keep the cost of manufacturing down, they are forced to keep looking to set up production centers
where the cost of raw materials and labor is cheap. Sourcing of raw materials and vendors to supply the right quality,
quantity and at right price calls for dynamic procurement strategy spanning across countries.

With the above scenario you find companies procuring materials globally from various vendors to supply raw
materials to their factories situated in different continents. The finished goods out of these different factory locations
then pass through various chains of distribution network involving warehouses, exports to different countries or local
markets, distributors, retailers and finally to the end customer. In simple language, managing all of the above activities
in tandem to manage demand and supply on a global scale is Supply Chain Management. As per definition SCM is
the management of a network of all business processes and activities involving procurement of raw materials,
manufacturing and distribution management of Finished Goods. SCM is also called the art of management of
providing the Right Product, At the Right Time, Right Place and at the Right Cost to the Customer.

2.0 INFORMATION TECHNOLOGY, A KEY DRIVER OF SCM

Supply Chain Management is a broad-based function that encompasses all business and operational processes
involved in but not limited to Procurement, Manufacturing, and Finished Goods Transportation, warehousing &
Distribution and Inventory Management. In a globalized business scenario characterized by geographically spread
markets, raw material procurement sources across the world and cheaper manufacturing and labor markets being
available in developing world, the business of meeting demand with supply is constantly changing and evolving.
Global business has been fueled and enabled by the IT Technology which has redefined all aspects of business today.
All businesses today are run on ERP - Enterprise Resource Planning which provides the organizations with tools to
manage all the functions including procurement, production, sales, and finance management in seamless and
integrated manner.

These software systems like SAP, Oracle, People soft, etc., have taken over and enhanced the business processes
that were traditionally being managed manually. Demand planning, Forecasting, Global procurement management are
some of the enabling tools on which the Global procurement strategies are built and managed. The availability of these
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sophisticated systems has further enabled companies to implement good and cost effective manufacturing practices

like JIT, Kanban, VMI, etc. Finished goods distribution, transportation, and inventory management, besides sales

process is again driven by the various ERP modules combined with additional specific applications as required. ERP

has enabled companies to manage their business processes in different markets and countries under one common
business process thus providing standardization and control.

The complex network of various processes, software platforms and applications and different software tools used
by various vendors and agents in the entire chain drive the supply chain of the companies. E commerce has further
redefined the way business is carried on. Online purchase has impacted the way supply chains are organized and
markets are driven. Customer behavior and preferences are changing as online marketing is establishing a one to one
contact with the customer and can offer a personalized experience. The instant delivery of the information through
internet elicits immediate response and action from the customer. The sales lead time is rapidly decreasing. The
demanding customer, therefore, needs to be serviced immediately at the same speed. The internet technology has
further opened up the geographical boundaries for the companies. Any person sitting in any corner of the globe can
purchase a product online at the click of a button.

The companies have to be well equipped with the logistics and supply chain network to be able to service the
customer. When in a global scenario, goods and services move through multiple chains involving very many agents
including transporters, forwarders, customs, distribution centers, distributors and lastly the retail outlets, availability
of data, documentation and information becomes the lifeline for the organization to be able to take decisions and
ensure seamless processes and control the supply chain.

3.0 LOGISTICS AN INTEGRAL COMPONENT OF SUPPLY CHAIN MANAGEMENT

Supply Chain Management encompasses, planning, design, control and implementation of all business processes
related to procurement, manufacturing, distribution and sales order fulfillment functions of a business. All these
activities involve multiple networks of vendors and service providers which are integrated and co-coordinated by the
Supply Chain Experts of the organization to move raw materials and finished goods from and to all distant locations
across the globe. Logistics is the backbone on which Supply Chains are driven. Logistics refers to the management of
the flow of goods and supplies involving information, data and documentation between two entities or points. Logistics
plays important role in post procurement function of delivery of raw material from the supplier to the point of
production and Finished Goods Supply chain management from the point of dispatch from factory to the point of
delivery to the customer. The flow of goods flows through a network of transportation by road, rail, air or ship and
intermediary warehouses to hold inventories before moving to the forward locations. The entire activity involves
multi-tier suppliers, agents, and agencies including freight forwarders, packers, customs department, distributors and
Logistics service providers, etc. Logistics therefore is an integral component of Supply Chain Management.

Origin of Logistics as a recognized discipline is attributed to military and defense organizations. Defense
departments make use of detailed and extensive planning to gather supplies and move men and materials to various
locations and bases. The success of any military exercise depends upon the ability of the establishment to be able to
gather information, analyze, assimilate and take appropriate logistical measures to support their units continuously.
Similarly in any business organization, the successful operations depend upon visibility and control over the logistics
process managed through and with excellent logistics service provider backbone and network. In many cases Supply
chain is often referred to as Logistics and vice e versa. Though logistics and supply chain are intricately linked, both
do not mean the same. Logistics is a sub-component and extension of Supply Chain. Supply chain design in an
organization would detail, plan and strategize the procurement strategy, manufacturing location selection, design and
develop distribution network and strategy for finished goods, etc. While logistics planning would deal with the details
of procurement logistics, finished goods distribution, sales order fulfillment, and inventory management, etc.

Logistics planning drives the strategic direction and framework for its design planning from SCM Strategy. Take
the case of production procurement, SCM strategy will define the process, selection of vendors, procurement strategy
and the mode of order fulfillment coupled with cycle time and lead time to supply to the production floor. Logistics
in this case details out the mode of transportation from the vendor, the consignment planning, process for order trigger,
consolidation of shipments, detailing transportation modes and vendors, defines transit times, documentation process
and implements the plan, controls and monitors the flow of goods from point of origin up to the point of delivery to
the plant for production. In the case of Finished Goods distribution, SCM strategy will define overall network design
for stock holding and other channels of distribution. Logistics deals with the entire gamut of designing transportation
network, partnering with 3rd party logistics providers to establish distribution centers and warehouses, planning
inventory management and operations process including packing, promotional bundling, etc., primary, secondary
distribution network and vendors and at the end the complete documentation and information process for the entire
chain of activities.
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4.0 LOGISTICS SERVICE PROVIDERS KEEPS SUPPLY CHAIN MOVING

Procurement Logistics, Manufacturing Logistics and Finished Goods Logistics functions are managed by
different independent departments in a company. Though the duties of the departments involve common activities like
transportation etc., however, the processes and nature of logistics functions are specific to each function besides the
requirements and sensitivities of delivery times, schedules, etc. With the emerging trends and availability of third
party logistics providers has pushed the companies to adapt the practice of outsourcing all supply chain components
and logistics functions termed as noncore functions to their logistics providers. In this topic we shall examine the role
and functions of Third Party Service Providers a little closely to understand how they make a difference to the supply
chain activities.

Third Party Logistics field is a multi-layer or multi-tier integration of various players who have the niche segment
expertise to manage any one or many functions of Logistics. In any Logistics Contract or Supply Chain Network, you
will not find one single service provider being able to manage the entire chain of activities. You can have a lead
logistics service provider who will further tie up with and manage other service providers to provide a single window
service to the client organization. At all levels, a lot of components of logistics get outsourced by these service
providers to contractors and local players. Like for example in a contract logistics facility, the third party logistics
provider who has secured the contract may not own and operate the facility himself. Labor is often outsourced along
with other operations like Loading/ Unloading, Yard Management, Fleet Management, etc.

Logistics further also works with the concept of the 4Party Logistics providers in the market who take up large
projects spanning huge volumes and multiple locations and services as the lead service providers. They draw up the
operating plans, requirements, and specifications for the services and, in turn, choose the best service provider in each
segment or function for each of the locations and thus manage to provide the entire gamut of logistics services to the
customer. Normally in Logistics, the lead player’s front ending the businesses would be the Freight Forwarders,
Transport Companies (generally in long haul segment only) and Warehousing Service Providers. In many cases
Freight Forwards own and manage warehousing facilities too.

Freight forwarders are those agencies who consolidate the cargo and book the cargo for onward freight using an
airline or a shipping line or use ground transportation network including rail services wherever required. Freight
forwarders do not own any mode of transportation services. They book the space with airlines and shipping lines and
negotiate the freight. They play the key role of providing origin and destination services coupled with single window
client services using other third party service providers. Most of them also have in-house customs clearance division
to support ground logistics operations.

Without the support of the freight forwarders who are multinational companies capable of managing your supply
chain with ability to provide services in any country, any location across the globe, supply chain would not be able to
function efficiently, for it is impossible for companies to coordinate and manage each leg and every activity in so
many locations and manage so many vendors and interfaces.

5.0 INTERNATIONAL LOGISTICS
Supply Chains ride on Logistics Networks and IT Applications / Internet. In this topic a brief introduction to each

of the Logistics Function/Industry is attempted. The foundation of logistics function is based mainly on Transportation
by Road, Rail, and Air & Sea. Maritime trade has existed since times immemorial. History is replete with the major
maritime routes that connected continents across the globe and enabled trade between them. Harbors and waterways
have flourished in strategic locations in all countries attracting trade and commerce. Global trade is dependant 80%
on sea route than air route, simply for the fact that air route is far more expensive and is used only in case of light
weight cargo, perishable cargo, and priority shipments or in other conditions where shipping would not be possible.
Shipping trade is characterized by shipping companies who own vessels and specialize in the transportation of certain
types of cargo like General Cargo, Containerized cargo, bulk commaodities carriers, oil tankers, gas tankers, OD cargo
carriers, etc.

Normally the so called mother vessels ply on the main shipping route across the continents traveling through
Pacific or Atlantic oceans and calling on countries from point to point. Mother vessels are bigger vessels with higher
cargo carrying capacity. Some of the main routes normally traversed by mother vessels are the Far East to Europe and
Mediterranean, Europe to America East Coast and the Gulf of Mexico, Far East Australia to South Africa, Intra Asia,
Asia to the Middle East, and Europe to South Africa, etc. The schedules in detail are announced in advance for each
of the vessels. The feeder vessels carry cargo from individual ports in nearby countries which discharge the cargo at
the port of calling to be transshipped on to the main vessel.

Thus for example, a cargo originating in India bound for South Africa may follow the route where cargo
reaches one of the ports in Ceylon or Dubai even Singapore in some cases and travels right up to Europe where in is
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further transshipped on another vessel bound to South Africa. Likewise the global shipping trade lanes have certain
gateways and lanes which they operate and in turn are fed and supported by feeder lanes and vessels. Shipping liner
announces schedules of the vessels a few months in advance. Freight forwarding agents book space on the vessels
either based on estimates or based on their pipeline orders. Depending upon the volume that the forwarder is able to
give and patronize shipping lines, they get to bargain and negotiate for better rates. In general cargo, the shipments
are made in FCL Containers. FCL stands for Full Container Load. FCLs come in two sizes called 20 feet and 40 feet
containers which refers to the length of the container. Each container has fixed dimension and weight carrying
capacity. FCL Containers are provided by shipping lines to the freight forwarders who stuff the cargo and get the
cargo sealed after customs inspection which is then picked up and loaded on the ship at the port.
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