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Supply Chian Management
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Cab finishing
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7" Main assembly line
IR
Lines for subassemblies
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Drawing is schematic and not to scale.
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Low-Cost Strategy

Response Strategy

Differentiation Strategy

Supplier’s Goal

Primary Selection
Criteria

Process Characteristics

Inventory Characteristics

Lead-Time Characteristics

Product-Design
Characteristics

(March-April 1997): 105.

Supply demand at lowest
possible cost (e.g., Emerson
Electric, Taco Bell)

Select primarily for
cost

Maintain high average
utilization

Minimize inventory
throughout the chain to
hold down costs

Shorten lead time as long as
it does not increase costs

Maximize performance
and minimize cost

Respond quickly to changing
requirements and demand

to minimize stockouts

(e.g., Dell Computers)

Select primarily for capacity,
speed, and flexibility

Invest in excess capacity

and flexible processes

Develop responsive system,
with buffer stocks
positioned to ensure supply
Invest aggressively to reduce
production lead time

Use product designs that
lead to low setup time and
rapid production ramp-up

Share market research; jointly
develop products and options
(e.g., Benetton)

Select primarily for product
development skills

Modular processes that lend
themselves to mass
customization

Minimize inventory in the
chain to avoid obsolescence

Invest aggressively to reduce
development lead time

Use modular design to
postpone product differentiation
for as long as possible

See related table and discussion in Marshall L. Fisher, “What Is the Right Supply Chain for Your Product?” Harvard Business Review
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(Make—or—Buy decisions)
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UP
(Vertical Integration)
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Vertical Integration

Raw material (suppliers)

Backward integration
Current transformation
‘ Forward integration

Finished goods (customers)

Examples of Vertical Integration

Iron ore

Steel

Automobiles

Distribution
system

Dealers

Silicon

Integrated
circuits

Circuit boards

Computers
Watches
Calculators
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(Vendor Selection)

Farming

Flour milling

Baked goods
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VENDOR RATING REPORT J.M. HUBER CORPORATION
COMPANY TOTAL RATING
Company allent| Good | Fair | Poor Products llentf Good | Fair | Poor
@ @@ @@ @0
Size and/or Capacity 4 Quality 4
Financial Strength 3 Price 3
Operational Profit 3 Packaging 4
Manufacturing Range 4 Uniforrmity 3
Research Facilties 2 - 4
; - Total 18 n PR
Technical Service 3 105 x Total = 22.50
Geographical Locations 4
Management 3 Sales Personnel
Labor Relations 3 1. Knowledge
Trade Relations 3 His Company 3
Total 32 i B N His Products 4
.63 x Total = 20.16 Our Industry 3
. Our Company =
Servics 2. Sales Calls
Deliveries on Time 4 Properly Spaced 4
Condition on Arrival 3 i By Appointment 3
Follow Instructions <] Planned and Prepared 3
Number of Rejections 4 Mutnally Frotuctive 4
Handling of Complaints 3 3. Sales ISen.rlce .
B Ad ASeittancs > Obtain Information &
? Furnish Quotations Promptly | 4
il i B s Follow Orders 3
Supply Up-to-Date Catalogues, Etc. d) Expedite Delivery 3
Supply Price Changes Promptly | 4 Handle Complaints 3
Total 27 Lyl e [ A B 1 Total 43 ahs B
69 x Total = 18.63 48 x Total = 20.64

Heinritiz et.al' jsl oEaus s B SR R T g
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Heinritz, S.F., Varrell, P.V., Giunipero, L.G. and Kolchin, M. 1992 “Purchasing: Principles and
Applications”, 8 th Ed. Prentice Hall.



