
SYNAPSE GLOBALINSTITUTE    I  WWW.SGI.AC 
 

Publisher Information 

Published by: Kindle Direct Publishing 
An Amazon.com, Inc. Company 

This book has been independently published through Kindle Direct Publishing (KDP) by Synapse 
Global Institute and CPSP-K/MSC/BCOM Evans Langat. 

 

 

 

 

 

 

 

 

 

 

© 2025 Synapse Global Institute and MSC Evans Langat. All rights reserved. 

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form 
or by any means—electronic, mechanical, photocopying, recording, or otherwise—without the prior 
written permission of Synapse Global Institute and Evans Langat. 

Unauthorised use, reproduction, or distribution of this material is strictly prohibited and may result in 
legal action. 

For permissions or licensing inquiries, please contact: 

Synapse Global Institute 
P.O Box 25970, 00100, Nairobi, Kenya 

admin@sgi.ac 
+254 100000050 

 

 

 



SYNAPSE GLOBALINSTITUTE    V  WWW.SGI.AC 
 

i) Customer Order Cycle .............................................................................................................................. 44 
ii) Replenishing Cycle .................................................................................................................................. 47 
iii) Manufacturing Order Cycle .................................................................................................................. 50 

3.3 ORDER MANAGEMENT PROCESS ............................................................................................................... 54 
i) Objectives of Order Management ............................................................................................................ 54 
ii) Components of Order Processing ............................................................................................................ 56 
iii) Measures of Order Fulfillment .............................................................................................................. 59 
iv) Benefits of Effective Order Management ............................................................................................... 61 
v) Customer Orientation in Order Management ........................................................................................ 64 
vi) Concepts of Push and Pull in Supply Chain .......................................................................................... 67 

3.4 MANAGING UNCERTAINTY IN SUPPLY CHAIN ......................................................................................... 70 
CHAPTER 4: SOURCING DECISIONS IN SUPPLY CHAIN MANAGEMENT ................................. 73 

4.1 CONCEPT OF SOURCING ............................................................................................................................. 73 
4.2 PROCUREMENT PROCESS ............................................................................................................................ 76 
4.3 SOURCING OPTIONS ................................................................................................................................... 80 
4.4 SUPPLIER SCORING AND ASSESSMENT ...................................................................................................... 87 
4.5 SUPPLIER SELECTION .................................................................................................................................. 90 
4.6 BUYER-SELLER RELATIONSHIPS ................................................................................................................. 93 
4.7 SUPPLIER DEVELOPMENT ........................................................................................................................... 96 

CHAPTER 5: INVENTORY MANAGEMENT IN SUPPLY CHAINS .................................................... 99 
THIS CLASSIFICATION HELPS BUSINESSES PRIORITIZE THEIR INVENTORY 
MANAGEMENT EFFORTS, FOCUSING MORE ATTENTION ON A-ITEMS AND OPTIMIZING 
STOCK LEVELS FOR B- AND C-ITEMS ACCORDINGLY. ................................................................. 101 

5.2 REASONS FOR HOLDING INVENTORY ...................................................................................................... 102 
5.3 TYPES OF INVENTORIES ............................................................................................................................ 105 
5.4 INVENTORY COSTS ................................................................................................................................... 108 
5.5 INVENTORY MANAGEMENT TECHNIQUES .............................................................................................. 111 
5.6 INVENTORY CONTROL LEVELS ................................................................................................................ 115 
5.7 MATCHING DEMAND AND SUPPLY ......................................................................................................... 119 

CHAPTER 6: CUSTOMER VALUE IN SUPPLY CHAIN MANAGEMENT ....................................... 124 
6.2 MEASURES OF CUSTOMER VALUE ........................................................................................................... 127 
6.3 CUSTOMER SERVICE ................................................................................................................................. 133 

i) Elements of Customer Service ................................................................................................................ 133 
ii) Defining Customer Service Needs ........................................................................................................ 136 
iii) Measuring Customer Service Performance ......................................................................................... 139 
iv) Customer Retention .............................................................................................................................. 146 
v) Pricing, Cost, and Profit Issues ............................................................................................................. 150 

CHAPTER 7: VALUE CHAIN MANAGEMENT ...................................................................................... 156 
7.1 THE CONCEPT OF THE VALUE CHAIN ..................................................................................................... 156 



SYNAPSE GLOBALINSTITUTE    VI  WWW.SGI.AC 
 

7.2 IMPORTANCE OF VALUE CHAIN MANAGEMENT .................................................................................... 161 
7.3 PRIMARY AND SECONDARY ACTIVITIES IN THE VALUE CHAIN ............................................................. 164 

CHAPTER 8: ETHICS IN SUPPLY CHAIN MANAGEMENT ............................................................... 171 
8.1 ETHICAL ISSUES IN SUPPLY CHAIN MANAGEMENT ............................................................................... 171 
8.2 ETHICAL STANDARDS IN SUPPLY CHAINS .............................................................................................. 175 
8.3 CORPORATE SOCIAL RESPONSIBILITY IN SUPPLY CHAIN ....................................................................... 179 
8.4 MANAGING ETHICAL RISK IN THE SUPPLY CHAIN ................................................................................ 183 

CHAPTER 9: INFORMATION AND COMMUNICATION TECHNOLOGY IN SUPPLY CHAIN 
MANAGEMENT ............................................................................................................................................. 187 

9.1 INFORMATION FLOW IN SUPPLY CHAIN MANAGEMENT ....................................................................... 187 
9.2 TYPES OF INFORMATION DECISION ......................................................................................................... 192 

i) Coordination and Information Sharing .................................................................................................. 192 
ii) Forecasting and Aggregate Planning ................................................................................................... 195 
iii) Choice of Technologies in Supply Chain Management ....................................................................... 198 

9.3 TECHNOLOGIES IN MANAGING SUPPLY CHAIN PROCESSES .................................................................. 203 
1. Key Technologies in Supply Chain Management .................................................................................. 203 
2. Technologies for Managing Supply Chain Processes ............................................................................ 205 
3. Benefits of Integrating Technologies in Supply Chain Management .................................................... 206 
4. Challenges in Adopting and Integrating Technologies ......................................................................... 206 

9.4 BENEFITS OF ICT IN SUPPLY CHAIN MANAGEMENT .............................................................................. 207 
9.5 CHALLENGES IN IMPLEMENTING INFORMATION TECHNOLOGY IN SUPPLY CHAINS ........................... 211 

CHAPTER 10: BEST PRACTICES IN SUPPLY CHAIN MANAGEMENT ......................................... 215 
10.1 TIERING IN SUPPLY CHAINS: VENDOR MANAGED INVENTORY (VMI) ............................................... 215 
10.2 LONG-TERM BUYER-SUPPLIER RELATIONSHIPS .................................................................................... 219 
10.3 JOINT ACTION WITH SUPPLIERS IN SUPPLY CHAIN MANAGEMENT .................................................... 222 
10.4 LEAN AND AGILE SUPPLY CHAINS ........................................................................................................ 226 
10.4 LEAN AND AGILE SUPPLY CHAINS ........................................................................................................ 229 
10.5 SUSTAINABLE SUPPLY CHAINS .............................................................................................................. 232 
10.6 OUTSOURCING IN SUPPLY CHAIN MANAGEMENT ............................................................................... 236 
10.7 PERFORMANCE MEASUREMENT IN SUPPLY CHAINS ............................................................................ 240 

CHAPTER 11: EMERGING ISSUES AND TRENDS IN SUPPLY CHAIN MANAGEMENT ........ 244 
11.1 EMERGING ISSUES AND TRENDS IN SUPPLY CHAIN MANAGEMENT: SOCIO-CULTURAL, 
TECHNOLOGICAL, ECONOMIC, ENVIRONMENTAL, POLITICAL, LEGAL, ETHICAL, AND DEMOGRAPHIC 
FACTORS ......................................................................................................................................................... 244 
11.2 RESPONSE MECHANISMS TO EMERGING TRENDS IN SUPPLY CHAIN MANAGEMENT ........................ 248 

 

  



SYNAPSE GLOBALINSTITUTE    1  WWW.SGI.AC 
 

CHAPTER 1: INTRODUCTION TO 

SUPPLY CHAIN MANAGEMENT 

1.1 Terms Used in Supply Chain Management 

 

 

Supply Chain Management (SCM) involves the planning, execution, and control of activities 
related to the flow of goods, services, information, and money from raw material suppliers 
to the final consumer. It is important to understand the key terms used in this field, as they 
form the foundation for all other topics in supply chain management. 

Below are common terms used in supply chain management, explained in a simple and 
practical manner: 

Supply Chain 
This is the entire network involved in producing and delivering a product or service. It 
includes suppliers, manufacturers, transporters, warehouses, retailers, and customers. 

Supplier 
A supplier is a person or company that provides raw materials, components, or services 
needed to produce a product. 

Procurement 
Procurement refers to the process of sourcing and purchasing goods and services from 
suppliers. It includes selecting suppliers, negotiating contracts, and placing orders. 

Logistics 
Logistics involves the movement and storage of goods. It includes transportation, 
warehousing, packaging, and inventory control. 
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Inventory 
Inventory refers to the goods and materials a business holds for the purpose of resale or 
production. It includes raw materials, work-in-progress, and finished goods. 

Distribution 
Distribution is the process of delivering the finished goods to the final consumer. It includes 
warehousing, transportation, and delivery. 

Warehouse 
A warehouse is a storage facility where goods are kept before they are distributed or sold. 

Lead Time 
Lead time is the amount of time it takes for an order to be placed, processed, and delivered. 

Order Cycle 
The order cycle is the time between placing an order and receiving it. It includes order 
processing, picking, packing, shipping, and delivery. 

Freight Forwarder 
A freight forwarder is an agent who arranges transportation of goods on behalf of the seller 
or buyer. They often handle customs documentation and tracking. 

Supply Chain Network 
This is the system of organisations, people, technology, activities, information, and resources 
involved in moving a product or service from supplier to customer. 

Supply Chain Integration 
This means that all parts of the supply chain (such as suppliers, manufacturers, and 
distributors) work together smoothly as a single system. 

Just-in-Time (JIT) 
JIT is an inventory system where materials or products are received only as they are needed, 
reducing storage costs and waste. 

Outsourcing 
Outsourcing is when a company hires another firm to perform certain tasks or services instead 
of doing them in-house, for example, transport or packaging. 

Third-Party Logistics (3PL) 
This refers to using an external company to manage logistics services such as transportation, 
warehousing, and order fulfilment. 

Demand Forecasting 
Demand forecasting is the process of predicting how much of a product customers will need 
in the future. 

Reverse Logistics 
This involves the movement of goods from the customer back to the seller for returns, 
repairs, recycling, or disposal. 

Value Chain 
The value chain is the series of activities that a company uses to add value to a product, 
from design and production to delivery and after-sales service. 
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1.2 Types of Supply Chains 

In this section, we will look at different types of supply chains. Each type has its unique structure and 
functions, depending on the nature of the business and the products involved. Understanding these 
types will help you appreciate how supply chains operate in real-world scenarios. 

i) A Basic Supply Chain 

A basic supply chain typically involves the movement of raw materials through to the final product 
being delivered to the consumer. This type of supply chain focuses on the simple flow of goods and is 
suitable for products that have predictable demand and standard production processes. 

 

1. Supplier 
The first step in a basic supply chain is the supplier, who provides raw materials or components 
required to make the final product. For example, in the case of manufacturing a smartphone, the 
supplier could provide the raw materials like metals and plastics. 

2. Manufacturer 
Once the raw materials are received, they are sent to the manufacturer who assembles or processes 
the materials into a finished product. This could include manufacturing parts, assembling 
components, or processing raw goods into a product. In the smartphone example, the manufacturer 
would assemble the components into the final product. 

3. Distributor 
After the product is manufactured, it is often sent to a distributor. The distributor's role is to ensure 
that the products are stored in warehouses and then sent to retailers or wholesalers. The distributor 
may also handle the logistics and transportation of the goods. 

4. Retailer 
The retailer is the point at which the consumer can purchase the product. Retailers can be physical 
stores or online platforms. The product reaches the retailer after passing through the distributor or 
wholesaler. 

5. Consumer 
Finally, the product is purchased by the consumer. The consumer is the end-user who buys the 
product, completing the supply chain cycle. 
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In a basic supply chain, each player has a clear and simple role, and the flow of goods is predictable 
and linear. It is often used in industries that deal with mass-produced, standardised products, where 
demand is relatively stable. 

ii) Extended Supply Chain 

 

An extended supply chain goes beyond the basic supply chain to include additional players and 
stages that further support the production and delivery of products. These extra steps are often 
necessary for more complex products or services that require a higher level of coordination and 
involve multiple layers of suppliers, distributors, or partners. 

In an extended supply chain, various stages and parties come into play, including additional 
suppliers, sub-suppliers, logistics partners, and other collaborators. The flow of goods, information, 
and money becomes more intricate, with more stakeholders involved in ensuring that the product 
reaches the consumer. 

 

1. Raw Material Supplier 
The process begins with the raw material supplier, similar to the basic supply chain. These suppliers 
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provide the basic materials needed for manufacturing. In an extended supply chain, there may be 
multiple levels of suppliers, each supplying different materials or subcomponents. 

2. Sub-supplier 
Sub-suppliers provide specific components or raw materials that the primary supplier needs. For 
example, a metal supplier may need to source its raw material from a mining company. This adds 
another layer to the supply chain, which can affect cost, quality, and delivery timelines. 

3. Manufacturer 
The manufacturer receives raw materials and components from suppliers and sub-suppliers and 
produces the final product. In an extended supply chain, manufacturers may rely on several different 
suppliers to ensure they have all the components needed to create the product. This increases the 
complexity of logistics and inventory management. 

4. Distribution Partners 
Instead of relying on a single distributor, the extended supply chain often uses multiple distribution 
partners. These partners may include wholesalers, third-party logistics (3PL) providers, or freight 
companies. These partners help to manage the transportation, warehousing, and delivery processes. 

5. Retailer 
The retailer remains the point of sale for the end consumer, but in the extended supply chain, retailers 
often have to deal with several distributors and manufacturers to ensure they have the right products 
available at the right time. 

6. Consumer 
As in the basic supply chain, the consumer is the end user who purchases the product. However, the 
extended supply chain ensures that the product is delivered with greater flexibility, often involving 
more touchpoints before reaching the consumer. 

7. After-Sales Services 
In an extended supply chain, after-sales services such as maintenance, repairs, and returns 
management are essential components. These services are often outsourced to third-party companies 
who specialise in managing product lifecycles and customer satisfaction after the sale. 

8. Reverse Logistics 
This is the process of managing returns, recycling, and disposal of products. In the extended supply 
chain, reverse logistics becomes more critical as products pass through multiple stages before 
reaching the consumer. Companies may use third-party partners to handle returns, repairs, or 
product recalls. 

iii) Ultimate Supply Chain 

The ultimate supply chain represents the most advanced and comprehensive form of supply chain 
management. It integrates all stages and parties, from raw material suppliers to the end consumer, 
and includes a wide array of activities to ensure that products and services are delivered in the most 
efficient, cost-effective, and responsive way possible. 

An ultimate supply chain typically includes not only suppliers, manufacturers, and distributors but 
also incorporates real-time data flow, global reach, and advanced technologies such as automation, 
artificial intelligence (AI), and the Internet of Things (IoT). It is designed to be highly flexible, 
responsive to changes in demand, and capable of managing complex, multi-tier networks. 
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1. Raw Material Supplier 
Like other types of supply chains, the ultimate supply chain begins with the raw material 
supplier. However, in this case, there could be a vast global network of suppliers. These 
suppliers are chosen based on their ability to provide high-quality materials at competitive 
prices, often with the help of advanced data analytics. 

2. Sub-suppliers and Component Suppliers 
In the ultimate supply chain, there can be several layers of suppliers, sub-suppliers, and 
component suppliers that provide essential parts or materials. These suppliers often operate 
in multiple regions and countries, and the supply chain integrates them seamlessly, 
sometimes through the use of automated systems or enterprise resource planning (ERP) 
software. 

3. Manufacturers 
Manufacturers in an ultimate supply chain may operate in multiple regions and produce 
products through lean or flexible manufacturing processes. They often use cutting-edge 
technology, such as robotics, 3D printing, or artificial intelligence, to optimize production 
and reduce costs. The focus is on maximizing efficiency and reducing waste. 

4. Distribution Centres and Third-Party Logistics (3PL) 
An ultimate supply chain makes extensive use of multiple distribution centres and third-
party logistics providers. These logistics companies manage everything from warehousing 
and inventory management to transportation, tracking, and real-time data reporting. 
Technology plays a major role here, with GPS systems and advanced forecasting tools 
helping to ensure timely and accurate deliveries. 

5. Retailers and E-commerce Platforms 
Retailers in the ultimate supply chain operate through a multi-channel system, including 
both brick-and-mortar stores and online platforms. The system is highly integrated, 
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allowing customers to order products seamlessly, whether in-store or online, and receive 
deliveries from the closest distribution centre. Retailers rely on sophisticated demand 
forecasting, customer analytics, and automated replenishment systems. 

6. Consumer 
In the ultimate supply chain, the consumer is not just the end user but also a key participant. 
Consumer preferences, feedback, and behaviours are tracked through data analytics, which 
helps companies adapt their supply chains in real time. Consumers may also be offered 
personalized delivery options, subscription services, and loyalty rewards. 

7. After-Sales Services and Customer Support 
The ultimate supply chain integrates after-sales services and customer support as a key 
component. Companies use customer relationship management (CRM) systems to handle 
product returns, repairs, and maintenance efficiently. These services are often handled 
through a network of service centres, repair facilities, or online help desks, with tracking and 
response times monitored in real time. 

8. Reverse Logistics 
In the ultimate supply chain, reverse logistics is a crucial function. The process of handling 
returns, recycling, and managing product life cycles is fully integrated with the supply 
chain, ensuring that goods are returned or recycled in an efficient and sustainable manner. 
Advanced tracking systems help companies manage the movement of returned goods 
through multiple stages. 

9. Supply Chain Visibility and Collaboration 
One of the defining features of the ultimate supply chain is the real-time visibility and 
collaboration between all stakeholders. Information flows seamlessly across the entire 
supply chain, enabling faster decision-making and more accurate predictions of demand, 
stock levels, and delivery schedules. Collaborative platforms, cloud-based systems, and data 
sharing enable greater transparency and communication between suppliers, manufacturers, 
distributors, and retailers. 

10. Technology Integration 
Advanced technologies such as AI, blockchain, IoT, and robotics play a major role in the 
ultimate supply chain. These technologies enable automation, predictive maintenance, 
supply chain optimization, and increased traceability. Real-time data analytics allow 
businesses to make quick adjustments in response to changes in demand or disruptions in 
the supply chain. 
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1.3 Evolution of Supply Chain Management 

The field of Supply Chain Management (SCM) has evolved significantly over time, shaped by 
changes in technology, globalization, and consumer expectations. Below, we explore the key stages in 
the evolution of supply chain management. 

1.3.1 Early Supply Chain Models 

In the early days of commerce, supply chains were simple and localized. A typical supply chain 
during this period involved direct relationships between small-scale producers and consumers. Each 
business typically sourced its raw materials from local suppliers and delivered products directly to 
customers. 

The concept of SCM, as we know it today, did not exist, and businesses operated in silos. There was 
little to no integration between production, distribution, and retail functions. Businesses were largely 
self-reliant, managing their own resources without much collaboration with external entities. 

1.3.2 Industrial Revolution and Mass Production 

With the Industrial Revolution in the 18th and 19th centuries, supply chains began to grow in 
complexity. As businesses shifted to mass production methods, the need for coordinated logistics and 
a more organized approach to managing resources arose. 

Manufacturers began to rely on suppliers for raw materials and distributors to get products to the 
market. However, even at this stage, supply chains remained mostly fragmented, with companies 
managing their supply chain activities separately. 

During this period, supply chains were still largely focused on moving products from production 
sites to markets. Basic inventory control techniques, such as stockpiling raw materials, became more 
common, but the concept of managing the entire supply chain was still in its infancy. 

1.3.3 Post-World War II and the Birth of Modern Logistics 

After World War II, the global economy began to expand rapidly. As companies sought to scale up 
their operations, the need for more sophisticated supply chain systems became apparent. This period 
saw the birth of modern logistics, which involved the systematic planning, implementation, and 
control of goods and services from raw materials to end consumers. 

The introduction of new transportation methods, such as container shipping, and technological 
advances in inventory management, such as barcode scanning and the use of computers, 
revolutionised supply chains. For the first time, companies could track goods in transit more 
efficiently, manage stock levels more accurately, and coordinate the movement of products across 
global markets. 

This period marked the shift towards a more integrated approach to supply chain management, with 
companies beginning to focus on efficiency, cost reduction, and meeting consumer demand more 
effectively. 

1.3.4 The Rise of the Information Age (1980s - 2000s) 

With the advent of the Information Age, businesses began to recognise the importance of data and 
information in managing supply chains. The 1980s and 1990s saw the introduction of technologies 
like Enterprise Resource Planning (ERP) systems, which allowed companies to manage inventory, 
production, and procurement in real time. 
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As globalisation took off, supply chains expanded across borders. Companies began sourcing raw 
materials and products from different parts of the world, leading to the development of more 
complex supply chains. This era saw the emergence of concepts like Just-In-Time (JIT) inventory and 
Total Quality Management (TQM), both of which emphasised reducing waste, improving efficiency, 
and meeting customer demands more effectively. 

Outsourcing also became a common strategy during this period, as companies looked for ways to 
reduce costs by having third-party logistics (3PL) providers manage their transportation, 
warehousing, and distribution needs. 

1.3.5 Globalisation and Supply Chain Integration (2000s - Present) 

In the 21st century, the evolution of supply chain management reached new heights, driven largely 
by globalisation, the internet, and advanced technologies. Companies no longer only relied on local or 
regional suppliers, but instead began sourcing materials and products from across the globe. 

The focus shifted from cost-cutting alone to a more comprehensive approach involving collaboration 
and integration of supply chain activities. Companies began to understand that they could improve 
their competitiveness by not only focusing on individual operations but by integrating the entire 
supply chain. This included close partnerships with suppliers, joint product development, and 
sharing information across the supply chain. 

Key technologies such as radio frequency identification (RFID), advanced data analytics, and cloud 
computing allowed companies to optimise inventory management, monitor real-time performance, 
and improve forecasting. These technologies enabled businesses to respond more quickly to changing 
consumer demands and market conditions. 

Sustainability became a crucial aspect of modern supply chains. With the growing focus on 
environmental and social responsibility, companies began adopting more sustainable practices. These 
included ethical sourcing, reducing carbon emissions, and improving waste management throughout 
the supply chain. 

1.3.6 The Future of Supply Chain Management 

Looking forward, the evolution of supply chain management is expected to continue, driven by new 
technologies and innovations. Key trends include: 

• Automation and Robotics: Increased use of robots in warehouses, automated delivery 
systems, and autonomous vehicles for transportation. 

• Artificial Intelligence (AI) and Machine Learning (ML): AI and ML will help optimise 
decision-making, predictive analytics, and improve demand forecasting. 

• Blockchain: This technology is expected to improve transparency, security, and traceability 
across the entire supply chain. 

• Internet of Things (IoT): IoT devices will provide real-time tracking of goods, improving the 
accuracy of supply chain monitoring. 

• Circular Supply Chains: The concept of a circular economy is gaining traction, where 
products are reused, refurbished, or recycled instead of disposed of, aiming for sustainability 
and reducing waste. 

In the future, supply chain management will likely become even more interconnected, data-driven, 
and agile, offering businesses the ability to respond more quickly to consumer demands and global 
market changes. 
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1.4 Elements of Supply Chain Management 

Supply Chain Management (SCM) is made up of several key elements that work together to ensure 
the effective movement and delivery of goods and services. Each element plays a crucial role in 
ensuring the supply chain operates smoothly, efficiently, and cost-effectively. Below, we explore these 
elements in detail, starting with the purchasing element. 

i) Purchasing Element 

The purchasing element of supply chain management is crucial because it focuses on acquiring the 
goods and services needed for production or operations. It involves the activities related to sourcing, 
ordering, and procuring materials or services from suppliers. 

The purchasing function can significantly influence the overall efficiency and cost-effectiveness of the 
supply chain. The goal is to secure the right materials, in the right quantities, at the right price, and at 
the right time. 

Breakdown of the key activities involved in the purchasing element: 

1. Supplier Selection 
Selecting the right supplier is one of the most important tasks in the purchasing element. It requires 
evaluating potential suppliers based on several factors such as price, quality, reliability, and delivery 
performance. Businesses often look for suppliers who can offer competitive prices, good-quality 
products, and consistent delivery schedules. A reliable supplier is key to maintaining smooth 
operations in the supply chain. 

2. Purchasing Negotiations 
Once a supplier is selected, the purchasing department negotiates the terms of the agreement. This 
could include pricing, payment terms, delivery schedules, warranties, and other conditions. Effective 
negotiation can help secure better deals and build strong, long-term relationships with suppliers. 
These negotiations aim to minimise costs and ensure the availability of quality materials or services. 

3. Order Placement 
After the terms are agreed upon, the next step is placing orders. In modern supply chains, this is 
typically done using automated systems, which allow for efficient order processing. Orders must be 
placed in the correct quantities and at the right time to avoid overstocking or stockouts. 

4. Inventory Management 
Purchasing is closely linked to inventory management. The purchasing team must work with 
inventory managers to ensure that there are sufficient materials to meet production needs without 
holding excessive stock. Inventory control practices, such as Just-in-Time (JIT), help reduce the cost 
of holding inventory and improve the overall efficiency of the supply chain. 

5. Supplier Relationship Management (SRM) 
Building and maintaining good relationships with suppliers is critical for the purchasing function. 
This includes communication, trust, and collaboration to resolve issues and enhance performance. A 
strong supplier relationship can lead to better service, improved product quality, and the ability to 
respond more flexibly to market changes. 

6. Purchase Order Management 
Once an order is placed, it needs to be tracked to ensure that it is fulfilled as agreed. This includes 
monitoring the supplier’s progress, handling any issues that arise (such as delays or incorrect 
shipments), and ensuring that all necessary documentation is in place. In some cases, businesses may 
use Enterprise Resource Planning (ERP) systems to track purchase orders and their status in real 
time. 
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iii) Manufacturing Order Cycle 
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The Manufacturing Order Cycle refers to the process a manufacturing company follows to 
convert an order into a finished product and deliver it to the customer. This cycle involves 
several critical stages, from the receipt of the customer order to the final delivery of the 
product. Efficiently managing this cycle is crucial for ensuring product quality, minimizing 
costs, and meeting customer delivery expectations. 

1. Order Receipt and Acknowledgment 

The manufacturing order cycle begins when the customer places an order. The order can be 
received through various channels, such as online platforms, phone orders, or email. 

• Order Entry: 
The customer’s order is entered into the company’s order management system 
(OMS) or Enterprise Resource Planning (ERP) system. Key details such as product 
specifications, quantities, delivery dates, and payment terms are recorded. 

• Order Acknowledgment: 
After entering the order into the system, the company sends an acknowledgment to 
the customer. This typically includes an order confirmation, estimated delivery 
dates, and any additional details about the order status. This step sets customer 
expectations and provides clarity about timelines. 

2. Production Planning and Scheduling 

Once the order is confirmed, the production planning process begins. This involves 
determining how to produce the goods based on available resources (raw materials, 
equipment, and labor). 

• Material Requirements Planning (MRP): 
Using an MRP system, the company determines the raw materials and components 
required for production. The system calculates the amount of materials needed based 
on the order details and ensures that materials are available in the right quantity and 
at the right time. 

• Production Scheduling: 
Production scheduling involves organizing and assigning production tasks based on 
the available capacity. It ensures that the necessary resources, including labor and 
machinery, are available for the manufacturing process. The goal is to schedule 
production in a way that minimizes downtime and maximizes efficiency. 

• Capacity Planning: 
This process ensures that there is enough capacity in terms of labor, machines, and 
space to meet the production requirements. If there is insufficient capacity, 
additional resources or overtime may be required to meet deadlines. 

3. Raw Material Procurement and Inventory Management 

In this stage, the necessary raw materials and components for the production process are 
procured. 

• Inventory Check: 
An inventory check is conducted to assess whether the required materials are 
available in stock. If the materials are not available or are in insufficient quantities, 
procurement orders are placed with suppliers to obtain the necessary items. 
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• Supplier Coordination: 
Manufacturing companies often rely on suppliers for the materials they need. 
Effective communication and coordination with suppliers are essential to ensure that 
raw materials arrive on time and meet quality standards. 

• Inventory Management Systems (IMS): 
Many companies use IMS or ERP systems to track and manage raw materials, work-
in-progress, and finished goods. These systems provide real-time data on stock 
levels, ensuring that materials are available when needed and minimizing the risk of 
overstocking or stockouts. 

4. Manufacturing Process 

Once the materials are ready, the actual manufacturing process begins. This stage is where 
raw materials are transformed into finished goods. 

• Production Start: 
The production process begins according to the production schedule. Work orders 
are issued to the relevant departments or production lines, and the production 
process starts based on the planned sequence of tasks. 

• Assembly and Fabrication: 
During this phase, raw materials are assembled or processed into the final product. 
Depending on the product, this could involve processes such as molding, welding, 
assembly, painting, or packaging. 

• Quality Control (QC): 
Quality control is a critical part of the manufacturing process. QC checks are 
performed at various stages to ensure that products meet required standards. This 
may involve inspecting raw materials, work-in-progress, and finished goods. Any 
defects identified during the process are corrected before continuing with 
production. 

• Work-in-Progress (WIP): 
The products in various stages of manufacturing are referred to as work-in-progress 
(WIP). Managing WIP effectively helps to optimize production flow, avoid 
bottlenecks, and ensure smooth transitions from one stage to the next. 

5. Product Testing and Final Inspection 

After the manufacturing process is complete, the finished products undergo a final 
inspection to ensure they meet quality standards and customer specifications. 

• Testing: 
Some products may undergo testing to ensure they function correctly or meet certain 
standards. For example, electronics or machinery may be tested for performance, 
durability, and safety. This step helps ensure that defective products are identified 
before they are shipped to the customer. 

• Final Inspection: 
Final inspection is done to check the overall appearance, dimensions, and 
specifications of the product. This is often the last opportunity to catch defects or 
issues before the product is shipped. Products that pass the inspection are moved on 
to the packaging stage. 
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• Packaging: 
After inspection, the product is packaged for shipment. Packaging protects the 
product during transportation and may also include labels, manuals, or instructions. 
For products requiring specific storage conditions (e.g., temperature-sensitive items), 
special packaging or handling requirements may apply. 

6. Shipping and Delivery 

Once the products are packaged and ready, they are shipped to the customer. 

• Shipping Coordination: 
The shipping department coordinates the delivery process. This includes 
determining the appropriate shipping method (air, sea, road, or rail) based on factors 
like delivery time, cost, and the nature of the product. For international shipments, 
customs documentation and tariffs may need to be addressed. 

• Shipping Documentation: 
Shipping documents such as bills of lading, customs declarations, and tracking 
numbers are prepared. These documents ensure that the product reaches the correct 
destination and that all regulatory requirements are met. 

• Tracking and Delivery Updates: 
The customer is typically provided with tracking information, allowing them to 
monitor the status of their order during shipping. Real-time tracking systems help 
ensure visibility throughout the delivery process, and customers can be informed if 
there are any delays. 

7. Customer Feedback and After-Sales Support 

After the product has been delivered, the cycle doesn’t end. Customer feedback and after-
sales support are important for ensuring satisfaction and building long-term relationships. 

• Customer Feedback: 
Customers are often asked for feedback on their experience with the product and the 
manufacturing process. This feedback is valuable for identifying areas for 
improvement in both product quality and the manufacturing process. 

• Returns and Warranty Management: 
If customers are dissatisfied with the product or if there are defects, the company 
must handle returns and warranty claims. An efficient returns process is essential for 
maintaining customer trust and satisfaction. 

• After-Sales Support: 
Providing ongoing customer support is important for resolving any issues with the 
product. For example, technical assistance may be needed, or customers may require 
additional information on how to use or maintain the product. 
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3.3 Order Management Process 

i) Objectives of Order Management 

The Order Management Process (OMP) is a critical component of supply chain management, 
involving all the steps and activities related to receiving, processing, fulfilling, and tracking customer 
orders. The primary goal of this process is to ensure that customers receive the correct products, on 
time, and at the right price. Effective order management is crucial to customer satisfaction, efficient 
resource utilization, and the overall success of the business. 

1. Ensuring Order Accuracy 

One of the key objectives of order management is to ensure that orders are processed accurately. This 
involves verifying that the right products are ordered, the correct quantities are delivered, and the 
order details are accurately entered into the system. Mistakes in order fulfillment, such as delivering 
the wrong product or incorrect quantities, can lead to customer dissatisfaction, increased returns, and 
additional operational costs. 

• Accurate Order Entry: 
Ensuring that customer orders are correctly entered into the system is essential to prevent 
errors downstream. 

• Inventory Verification: 
Checking real-time inventory levels against customer orders to ensure that products are 
available and avoiding backorders or stockouts. 

2. Timely Order Fulfillment and Delivery 

Order management aims to fulfill customer orders in a timely manner. Delays in processing or 
shipping orders can result in customer frustration, lost sales, and a damaged reputation. The objective 
is to reduce lead times and ensure that products are delivered to customers as quickly as possible, 
while also maintaining product availability. 

• Efficient Order Processing: 
Streamlining the order processing system to reduce delays and ensure quick response times. 

• Shipping and Logistics Coordination: 
Coordinating with logistics and shipping providers to ensure timely and cost-effective 
delivery. 

• Real-Time Tracking: 
Providing customers with real-time tracking information so they can monitor their orders and 
receive updates. 

3. Maximizing Customer Satisfaction 

An overarching objective of order management is to maximize customer satisfaction by delivering 
products that meet customer expectations in terms of quality, quantity, and delivery time. A seamless 
order management process enhances the customer experience, encourages repeat business, and 
fosters loyalty. 

• Personalized Service: 
Tailoring order fulfillment to meet specific customer needs, whether it’s customizations, 
expedited shipping, or special instructions. 

• Effective Communication: 
Keeping customers informed throughout the order cycle, from order confirmation to 
shipping, and addressing any issues promptly. 
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• After-Sales Support: 
Providing efficient post-order services, including handling returns, exchanges, and warranty 
claims, to maintain customer satisfaction after delivery. 

4. Minimizing Operational Costs 

Order management also focuses on minimizing operational costs while maximizing efficiency. This 
includes reducing order processing costs, shipping expenses, and inventory holding costs, while also 
managing human resources effectively. 

• Automation: 
Automating various steps in the order management process, such as order entry, inventory 
updates, and invoicing, to reduce manual labor and errors. 

• Optimized Inventory Management: 
Ensuring that inventory levels are balanced to avoid excess stock and reduce holding costs, 
while also ensuring products are available when needed. 

• Shipping Cost Optimization: 
Selecting the most cost-effective shipping methods based on factors like delivery speed, 
weight, and distance, and utilizing bulk shipping or freight consolidation. 

5. Managing Customer Expectations and Promises 

Order management ensures that the company’s promises to the customer are met. This includes 
managing delivery dates, product availability, and any special customer requirements. 
Mismanagement of customer expectations can result in complaints and lost business. 

• Clear Communication of Lead Times: 
Accurately communicating expected delivery dates and ensuring that products arrive within 
the agreed timeframes. 

• Managing Backorders: 
In cases where a product is out of stock, informing the customer in advance and providing 
alternatives or estimated delivery dates to maintain trust. 

• Handling Order Modifications: 
Being able to efficiently manage changes in customer orders, such as cancellations or updates 
to the quantities, shipping addresses, or payment methods. 

6. Enhancing Inventory Control 

Effective order management should also support strong inventory control. It helps ensure that 
inventory levels are maintained at optimal levels, preventing both stockouts and overstocking. This 
objective works hand in hand with inventory management to support timely order fulfillment while 
maintaining efficient resource utilization. 

• Inventory Visibility: 
Real-time access to inventory levels, which helps prevent order delays and stockouts. 

• Demand Forecasting and Replenishment: 
Using order data to forecast future demand and ensuring that inventory is replenished on 
time to meet customer needs. 

7. Facilitating Billing and Payment Processing 

Order management also involves facilitating smooth billing and payment processing. Ensuring that 
customers are billed correctly and that payments are processed efficiently is essential for maintaining 
a steady cash flow. 


