Training Module

Learning Outcomes

The training objectives of this module are to provide information on:
Functionality and Tools for Supply Chain Management
Benefits of Supply Chain Management
What is the cost for implementing Supply Chain Management?
Questions relating to Supply Chain Management
Supply Chain Management Resources

What is Supply Chain Management?

Supply chain can be defined as the physical, financial and information networks for the logistic movement
process of materials, funds and related information. It starts from the acquisition of raw materials to delivery of
finished products to the end user. Participants of supply chain include all vendors, service providers and
customers.

Therefore, Supply Chain Management (SCM) is the methodology to improve your business efficiency in finding raw
components for your business product or service and delivering it to the customer. Supply Chain Management
contains five basic components:
Plan — Strategies for managing resources toward meeting customer demand for goods and services.
Source — Selection of suppliers to deliver materials or services for the making of goods and services.
Produce — making of goods and services, which may include production, testing and packaging.
Deliver — Coordinate orders from clients, carriers sending products and invoicing/receiving payments.

Return — Network for receiving defective or excessive products from client.

Supply Chain Management System can therefore be regarded as the software package, which would facilitate
business in planning and executing their supply chain steps and ensure efficiency in business logistics.

Class of Supply Chain Management software can be generalized into two categories:

Supply Chain Planning (SCP)

Software aims to help business in improving flow and efficiency of supply chain and reduces inventory stocks
by utilizing complex mathematics algorithms developed by the software vendors. However, the accuracy of
planning application is strongly dependent upon the accuracy of information fed into the system, such as
sales data, manufacturing and delivery capacity. Whether these data are up-to-date will have critical impact
on the effectiveness of the program.

Supply Chain Execution (SCE)

Software intended for business automation, which means minimum human intervention for business process
between business-to-business (B2B), business-to-customer (B2C) and internally within the company to avoid
human errors and improve business efficiency.
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Several modules for implementation of Supply Chain Management will be introduced here:

Application Service Provider (ASP)

Internet Server Provider that houses business logics and applications for an organisation. Applications are
then distributed through network for participants of Supply Chain Management System to complete the
necessary transactions and interactions. A monthly flat fee is charged.

Refer to Case Study: Hallis

Enterprise Resources Planning (ERP)

A class of software package which aims to integrate all departments and functions across an organisation
into a single computer system that can serve all those department’s particular needs. ERP combines different
department systems into a single database; so different departments can easily share information and
communicate with each other. Therefore, ERP ensures accurate and up-to-date information is fed into
Supply Chain Management System for accurate supply chain planning.

Extranet

A password authenticated website which resides outside the internal network of users. Security and contact
details are managed by a member administration system. Extranets allow administrators to assign full or
partial access for different members according to their business requirements. Extranets can facilitate
information sharing and web communication for participants in a Supply Chain Management System.

Refer to Case Study: Rocket Distribution.

Extensible Markup Language (XML)

A content-based markup language created for structured documents, which can be described, exposed,
shared and modified on the web. As XML data content is independent of any document style and format, it
can facilitate data exchange between businesses or among different departments with different systems.
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What are the benefits of Supply Chain Management?

Visibility and Management Collaboration

One of the key features of supply chain management is visibility where information sharing between different
participants of supply chain is possible, leading to collaborate on planning in primary and secondary
processes.

Supply Chain Planning offers instantaneous information sharing and hence it is possible to provide
management collaboration among different participants of supply chain. Information sharing not only
eliminates the ‘silo effect’ when information is not shared, but also provides additional financial gain by
allocating economic resource more efficiently — for example, zero inventory level and streamlines the process
of order, build and delivery.

Therefore, by providing visibility within the supply chain, suppliers no longer need to guess how much raw
materials to order and manufacturers do not have to order more than what they need from suppliers to
ensure enough raw materials are on hand in case future demand grows unexpectedly. Similarly, retailers do
not have empty shelves or excess stocks if they share their sales information with manufacturers.

Cost Reduction and Quality Assurance

Supply Chain Execution aims for business automation, which means replacing and minimising manual work
involved in business processes. Computerised business data exchange within the supply chain means for
example, automatic invoicing, order process and payments. Therefore, businesses can save on time,
processing costs; reduce inventory level and human error in data processing.

Refer to Case Study: Building Distribution.
Refer to Case Study: AUR Food Right Supermarket.

The combination of Extranet and Supply Chain Execution could introduce automatic monitoring and testing
capability to the supplier for the product or service they are delivering, thus ensuring quality acceptance. For
example, a contract manufacturer can reach their delivery company’s Extranet and then the company’s
Supply Chain Execution System can start monitoring the manufacturer’'s assembly line via the Extranet,
which automates a set of testing procedure to see if products match client’s requirement. If so, Supply Chain
Execution System then automatically releases customer details to the contract manufacturer via Extranet for
product delivery.

Business automation introduced by Supply Chain Management brings significant saving in time and money,
while ensuring quality goods and services are delivered through supply chain with speed and without errors.
Therefore, a business world with no warehouses, no inventory and no paper invoice could be achieved under
SCM.
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What is the cost of Supply Chain Management System?

The cost of Supply Chain Management systems vary, depending on the size of the company, scope and functionality
requirement. Actual cases are illustrated below to show the benefit and cost of adopting Supply Chain Management
System:

Case Study: Building Integrated (6 employees)

Technology: Web based support management system (i-man), allowing customers to enter and track support
tasks and requests via the Internet. System also allows direct invoice to customers or via external partner.

Benefits: Due to resource tracking, additional $35,000 p.a. invoiced to clients and enables invoices to be
collected 3 months earlier. Supporting cost of tracking system is also reduced by average of $8,000 in mobile
phone calls.

Costs: Building and integration cost for the management system is $3,600 p.a. on a minimum 10 users.

Case Study: Hallis (200 employees)

Technology: Utilizing an external Application Service Provider (ASP) to streamline job application processes
for job seekers to manage and control their own data without recruitment consultant intervention. The ASP
system assists consultants in publishing job advertisement, screening candidate CV and filter questions.
Candidate details entered into system via XML.

Benefits: Incremental annual sales revenue of $375,000 from streamlining candidate placement process
using the ASP system. Operating expense saving of $250,000 from reduction in staff manually processing
candidate CV. Pre-screening candidate interview time also decreased. The Return on Investment was
$485,000.

Costs: Upfront fixed expenses were $100,000, which includes $50,000 for Content Management System,
$35,000 for ASP deployment and $15,000 for staff training. Operational expenses include $25,000 for web
hosting and $15,000 for external technical support.

Other Case Study References:

See: Sundowner Motor Inns, Godings, AUR Food Right Supermarket and Rocket Distribution.
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Common Questions about Supply Chain Management

Do we need ERP before installing Supply Chain Management System?

Enterprise Resource Planning (ERP) is designed to integrate information and systems of different departments of a
company onto a centralised database. However, the cost of ERP investment can be prohibitive for small and medium
business. Therefore, for Supply Chain Planning, one could always feed assembled information from other legacy
systems (such as Excel spreadsheets). The trade-off for such an approach is the loss of fast flowing information on a
reliable basis and could result in inadequate resource planning and inventory levels.

On the other hand, Supply Chain Execution applications are less dependent upon information gathering from different
sections of the company, especially if the size of the company is small. Therefore, the decision to install ERP before
SCM depends on the financial evaluation between benefits of integrated, efficient business information for Supply
Chain Management and cost of ERP implementation and maintenance.

What are the potential problems for implementing Supply Chain Management System?

Business automation, zero inventory and greater Return on Investment are the target benefits and goals of any
Supply Chain Management system. However, software packages cannot change business management problems or
negotiate business collaboration on your behalf. Therefore, two key issues often arise:

Resistance to change

Staff, suppliers and customers may be accustomed to the conventional business process, for example, using
phone calls, fax and paper invoice. Suppliers may not be willing to assume more responsibility for inventory
management. Therefore, communication, compromise and full training assistance are needed to ensure all
participants understand the benefits of Supply Chain Management System and avoid unnecessary resistance
to change management.

Mistakes and mistrust

Supply Chain Management systems process data by internal program logics. However, technology cannot
completely adapt to individual business process and workflow in the first few months after implementation.
Company staff and external participants need to be fully aware of the possible errors and patiently wait for
adjustment if flaws are found. If not properly communicated, newly established systems could be mistrusted
by users and left obsolete.
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References for Supply Chain Management

Case Studies
Building Integration - www.buildingintegration.com.au

Hallis - www.hallis.com.au

Rocket Distribution - www.rocket.com.au

Sundowner Motor Inns - www.sundownermotorinns.com.au

Godings - www.godings.com.au
AUR Food Right Supermarket

Further case studies are available at www.mmv.vic.gov.au/casestudies

Case studies on Supply Chain Management using eBusiness are available via the www.business.vic.gov.au

website. Search "EB Transport" or "Exel Logistics", or contact the Victorian Business Line on 13 22 15,

Monday to Friday 8.00am to 9.00pm, Saturday 9.00 am to 12 pm."

Supply Chain Management Software

A number of IT companies offer supply chain management software. You may wish to research the market.
ViclT is a directory of Victorian IT companies presented by Multimedia Victoria.
www.vicit.com.au

Supply Chain Management Article Reference
WWW.Cio.com

www.bettermanagement.com

www.supply-chain.org

Activities
Time allocation: 10 to 15 minutes per group
1. Discuss how your organisation can adopt or implement Supply Chain Management in practice?

2. Discuss the implication of business automation and how it will affect your business practice?

Disclaimer

These materials are provided for general assistance and information only. Neither APT Strategies Pty. Ltd nor the State of Victoria makes
any representations or warranties (express or implied) as to the accuracy or currency of the information contained in the materials nor
endorses any company or organisation or other web-sites or materials referred to. The State of Victoria does not accept any liability for any
reliance placed on this material, including any liability in negligence for relying on any information in these materials or any products,
services or information which may be provided by the companies and organisations referred to. Copyright State of Victoria 2004.



