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Unit- 1 

Overview of Supply Chain Management 

Learning Objectives 

After completion of the unit, you should be able to: 

 Explain the meaning of Supply Chain Management 

 Understand components of SCM 

 ME factor in management 

 Understand role of „M‟s in management 

 Understand elements of Supply Chain Management (SCM)& 

 Benefits of Supply Chain Management (SCM) 

Structure 

1.1 Introduction 

1.2 Definition 

1.3 The 4 „M‟s of management and building value of business 

1.4 Supply Chain Network Design 

1.5 Elements of Supply Chain Management 

1.6 Finished Goods Supply Chain 

1.7 Example of Supply Chain 

1.8 Why SCM strategy is important for an Organization 

1.9 Benefits of Supply Chain 

1.10 Let‟s sum-up 

1.11 Key Terms 

1.12 Self-assessment Questions 

1.13 Further Readings 

1.14 Model Questions 

 

1.1 INTRODUCTION 

Supply chain management is a cross-functional approach that includes: 

1. Managing the movement of raw materials into an organization,  

2. Certain aspects of the internal processing of materials into finished goods, and  

3. Movement of finished goods out of the organization and toward the end consumer.  

 

As organizations strive to focus on core competencies and become more flexible, they reduce 

their ownership of raw materials sources and distribution channels. These functions are 

increasingly being outsourced to other firms that can perform the activities better or more 



cost effectively. The effect is to increase the number of organizations involved in satisfying 

customer demand, while reducing managerial control of daily logistics operations. Less 

control and more supply chain partners lead to the creation of the concept of supply chain 

management. The purpose of supply chain management is to improve trust and collaboration 

among supply chain partners, thus improving inventory visibility and the velocity of 

inventory movement. 

Businesses have tried to establish advantage, and felt the pressure to keep up, in an 

increasingly homogeneous and competitive global business environment. 

Japanese manufacturing companies brought great emphasis to the area of Supply Chain 

Management in the 1980‟s and early 1990‟s. Awareness of Supply Chain Management tools 

such as “Just In Time” and “Kan Ban” spread rapidly and became globally accepted best 

practice amongst volume manufacturing businesses. Western businesses raced to keep pace 

with a rapidly changing environment, dragging their supply bases, and sometimes employees 

behind them. 

At the same time companies like SAP and Oracle were developing the complex IT systems 

that would be essential for enabling large complex businesses to effectively integrate and 

managing the sub areas that combined to make complex supply chains. 

Of course the elements of Supply Chain Management have always existed in business. What 

changed was the willingness of businesses to recognise the inter-relationship of the various 

sub areas, and to pursue the benefits generated through coordination and integration, both 

from a strategy / planning perspective and operationally. 

1.2 DEFINITION 

"Supply chain management (SCM) refers to the coordination of production, inventory, 

location, and transportation among the participants in a supply chain to achieve the best mix 

of responsiveness and efficiency for the market being served" - from Essential of Supply 

Chain Management by Michael Hugos. 

 

To dig deeper, supply chain management has 6 important components as below,  

 

- It's a Network: Many companies have the department that controls various activities within 

the supply chain. So people are led to believe that SCM is a "function" which it's not. Supply 

Chain is actually a "network" consists of many players as below, 

 



 
 

 

A generic supply chain structure is as simple as Supplier, Manufacturer, Wholesaler and 

Retailer (it's more complex in real world but simple illustration serves the purpose).  

 

The word "management" can be explained briefly as "planning, implementing,controlling". 

Supply Chain Management is then the planning, implementing and controlling of the 

networks. 

 

- Information Must Flow: Another important attribute of supply chain management is the 

flow of material, information and finance (money). Even though there are 3 types of flow, the 

most important one is information flow aka information sharing. Let's see the example of this 

through the simplified version of bullwhip effect as below, 
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When demand data is not shared, each player in the same supply chain must make some sort 

of speculation. According to the above graphic, retailer has a demand of 100 units but each 

player tends to keep stock more and more at every step of the way. This results in higher cost 

for everyone in the same supply chain. 

 

 

 

 

 

When information is shared from retailer down to supplier, everyone doesn't have to keep 

stock that much. The result is lower cost for everyone. 

 

- Coordination is Essential: Information sharing requires certain degree of "coordination" (it's 

also referred to as collaboration or integration in scholarly articles). Do you wonder when 

people started working together as a supply chain network? In 1984, companies in the apparel 

business worked together to reduce overall lead-time. In 1995, companies in automotive 

industry used Electronic Data Interchange to share information. So, working as a "chain" is 

the real world practice. 

 

- Avoid Conflicting Objectives: Working as a supply chain network requires the same 

objective but this is often not the case (even with someone in the same 

company)."Conflicting Objectives" is the term used to describe the situation when each 

function wants something that won't go well together. For example, purchasing people 

always place the orders to the cheapest vendors (with a very long lead-time) but production 

people needs material more quickly. 
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To avoid conflicting objectives, you need to decide if you want to adopt time-based strategy, 

low cost strategy or differentiation strategy. A clear direction is needed so people can make 

the decisions accordingly. 

 

- Balance Cost/Service: The concept of Cost/Service Trade-off appeared as early as in 1985 

but it seems that people really don't get it. 

When you want to improve service, cost goes up. When you want to cut cost, service suffers. 

It's like a "seesaw", the best way you can do is to try to balance both sides. 

Real world example is that a "new boss" ask you to cut cost by 10%, improve service level by 

15%, double inventory turns and so on. If you really understand cost/service trade-off 

concept, you will agree that you can't win them all. The most appropriate way to handle this 

is to prioritize your KPIs. 

 

- Foster Long-term Relationship: To work as the same "supply chain team", long-term 

relationship is a key. Otherwise, you're just a separate company with different 

strategy/agenda. So academia keeps preaching about the importance of relationship building, 

but is not for everyone. 

 

 

 

 

Since there are too many suppliers to deal with, portfolio matrix is often used to prioritize the 

relationship building. Focus your time and energy to create long-term relationship with 

suppliers of key products and items with limited source of supply because these are people 

who can make or break your supply chain. 
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1.3 The 4 „M‟s of management and building value of business  

Depending on the kind of entrepreneur you are, „building value‟ in a business can be 

interpreted in a number of ways.  For some, it‟s about getting the best price for their 

company when they sell it. For others, it‟s a more personal ambition linked to lifestyle. 

But all owner managers can create value by focusing on the „Four M‟s: markets, money, 

management and, arguably the most important, me. 

The „Me‟ theme: 

It‟s simply not possible to disentangle entrepreneurial businesses from their founders. Your 

business looks and feels the way it does today because it‟s yours and is driven by you. So 

when articulating the future you want for your business, you need to think carefully about 

where you hope to be several years down the line. 

Lara Morgan founded Pacific Direct, which supplies bathroom products to hotels, 17 years 

ago. She sold it for £17m in April 2008, although she still retains a stake of just under 20%. 

However, her goals were always clear and this informed both the way she ran her business 

and how she exited. 

“I wanted to build the company up, then sell it so I could reduce my responsibilities and 

enjoy what I was doing again without drowning in all the administrative bullshit,” she says. 

“I wanted a better standard of living and security for my family, and to stop pumping all the 

money back into the business.” 

For Martin Smith, co-founder of The Security Company, the value of the business in the 

short-term is income. “I take out as much as I need to live, rather than taking a salary,” he 

says. “In the long term, the company is my pension. I will either sell it, or take a back seat 

and draw income from it.” 

In 1998, Ali Clabburn founded the social enterprise Liftshare to encourage more people to 

share their car journeys. Initially, he saw the value of his business as being about helping 

people and producing environmental benefits, with little emphasis on monetary gain. 

However, as time has moved on, Clabburn‟s own life has changed and other values have been 

added to the list. “Its value to me used to be purely about helping people,” he says. “Now I 

have dependents – a family, a team and a new industry – and value means providing for them 

and our clients, as well as, most importantly, for individuals.” 

Management: 

Building a strong management team is a sure way of establishing value in your company. If 

your aim is to sell up, then your managers are of critical interest to a potential buyer as they 

need to know there are other capable people in place to run the business when you move on. 

“I wouldn‟t be in the privileged position I enjoy now without my team,” says Smith. “No one 

will buy the business unless there is strength and depth in the management and an exce llent 

skills base.” 



One way to gauge if your team is good enough is to evaluate if the company can work when 

you and your co-founders aren‟t around. Smith and his co- founder Jo Wise feel they have 

achieved just that. “We‟ve built a strong team of managers and staff. The business can 

operate without us. We no longer run it. It would devalue the company if this wasn‟t the 

case,” he says. 

Markets: 

However you define „value‟, your business is likely to be more valuable if it‟s in a market 

with growth opportunities. It‟s important to have a sound understanding of your markets and 

a clear idea of your position within them. “You want to be in a niche that adds value to the 

business and where you have a sound reputation,” says Morgan. “Blue-chip customers and 

long-term contracts add value to the business, implying longevity and security to a potential 

buyer.” 

Smith has developed a valuable foothold in his market, which gives it a strong reputation. 

“We offer a specialized service to a large number of companies,” he explains. “From our 

point of view, the more customers we have and the bigger they are, then the more valuable 

we are.” 

Smith sets great value on The Security Company‟s product itself. “It‟s a complex and 

comprehensive package, and there is inherent value in what we have developed,” he says. 

“Other people try to offer this service in other ways, but no one comes near what we can offer 

for the modern corporate environment.” 

It‟s different again for Clabburn. Liftshare has great value because it‟s the only orga nisation 

doing what it does. “We‟re an industry in ourselves,” he says. “No one else runs forums to 

discuss car-sharing, lobbies government and promotes alternative travel options. If we 

weren‟t doing it, the risk is it wouldn‟t happen.” 

Money: 

Your business is likely to be more valuable if you‟ve got a sound track record of profits and 

is deemed to have predictable future revenues. The best way to achieve this is to have a clear 

set of targets and measures that underpin your strategy. You then need to cascade these 

targets through the business, so each individual has a clear set of key performance indicators 

(KPIs) and knows what they have to do in order for the company as a whole to deliver its 

strategy. 

If you are thinking of selling your business, Morgan has some useful tips. “Planning in 

advance is critical. The company needs solid finances with cash in the bank, so ensure you 

run a tight ship with a sturdy structure and strong finances,” she says. “Make sure the team 

and the customers do not depend on you. And you must have a comprehensive understanding 

of where you stand in the marketplace otherwise you‟ll get nailed.” 

The 5 „M‟s of Management 

Manpower- Without manpower you are unable to get your work done. Untrained man can 

cause damage to goods. 



Method- Wrong method of doing the jobs can be expensive because you may not be able to 

attain the results. 

Machine- If your machine is of inferior quality, it may take a longer process to get the work 

done and therefore time equals money. Breakdown of machinery is downtime and that cause 

is higher. You need to pay your manpower and pay for repairs and the material may be 

perishable or obsolete. 

Material- Quality of material- use the material of different quantity or quality can affect the 

end result causing a loss. 

Money- Money management is the key drive for any business and must be managed properly 

to get optimum value for money earned and money spent. 

We, in Supply Chain Management consider Method, Machine and Material which drives the 

process from input to output. 

1.4 Supply Chain Network Design 

Designing Supply Chain Network for each industry or business involves arriving at a 

satisfactory design framework taking into all elements like product, market, process, 

technology, costs, external environment and factors and their impact besides evaluating 

alternate scenarios suiting your specific business requirements. No two supply chain designs 

can be the same. The network design will vary depending upon many factors including 

location and whether you are looking at national, regional or global business models. 

1. Supply Chain Network in Simple and basic Terms Involves determining 

following process design: 

Procurement 

 Where are your suppliers 

 How will you procure raw materials and components 

Manufacturing 

 Where will you locate the factories for manufacturing/assembly 

 Manufacturing Methodology 

Finished Good 

 Where will you hold inventories, Number of Warehouses, Location of 

warehouses etc.? 

 How will you distribute to markets - Transportation and Distribution logistics 

All above decisions are influenced and driven by Key Driver which is the Customer 

Fulfillment. 



2. Designing Supply Chain Network involves determining and defining following 

Elements: 

 Market Structure 

 Demand Plotting or Estimation 

 Market Segment 

 Procurement Cost 

 Product /Conversion Costs 

 Logistics Costs including Inventory holding costs 

 Over heads 

 Cost of Sales 

3. Network Design aims to define: 

 Best fit Procurement model - Buying decision and processes- VMI, JIT, 

Kanban, procurement cost models etc. 

 Production processes - One or more number of plants, plant capacity design, 

Building to order, build to stock etc, in-house manufacturing or outsource 

manufacturing and related decisions including technology for production. 

 Manufacturing Facility design - Location, Number of factories, size of unit, 

time frames for the plant setup project etc. 

 Finished Goods Supply Chain network - Number of warehouses, location & 

size of warehouses, inventory flow and volume decisions, transportation. 

 Sales and Marketing Decisions - Sales Channel and network strategy, Sales 

pricing and promotions, order management and fulfillment process, service 

delivery process definitions. 

4. Network Design also examines: 

 Derives cost estimates for every network element 

 Examines ways to optimize costs and reduce costs 

 Extrapolates cost impact over various product lines and all possible 

permutations and combinations to project profitability 

5. Some of the key factors that affect the supply chain network modeling are: 

 Government Policies of the Country where plants are to be located. 

 Political climate 

 Local culture, availability of skilled / unskilled human resources, industrial 

relations environment, infrastructural support, energy availability etc. 

 Taxation policies, Incentives, Subsidies etc across proposed plant location as 

well as tax structures in different market locations. 

 Technology infrastructure status. 

 Foreign investment policy, Foreign Exchange and repatriation Policy and 

regulations. 

Supply Chain Network designs not only provide an operating framework of the entire 

business to guide the managements, they also examine the structure from strategic view point 

taking into account external influences, interdependencies of all processes and critically 

evaluate opportunities to maximize profitability. 



Supply Chain Design consultants use various design software and optimization techniques 

coupled with inputs from industry consultants and experts. 

1.5 Elements of Supply Chain Management 

Supply chain management integrates the management of supply and demand. According to 

the Council of Supply Chain Management Professionals, it encompasses “the planning and 

management of all activities involved in sourcing and procurement, conversion and 

logistics.” Supply chain management also covers coordination and collaboration with channel 

partners, such as customers, suppliers, distributors and service providers. 

Demand Management 

Demand management is an essential element in supply chain management, focusing 

companies and their partners on meeting the needs of customers, rather than the production 

process. The lead company in the supply chain makes partners aware of customers‟ needs, 

encouraging them to maximize component or supply quality and add value to the finished 

product. By raising awareness of customers‟ needs and increasing collaboration, companies 

can improve the competitiveness of the whole supply chain and increase business 

opportunities for all members. 

Communication 

Effective communication helps the entire supply chain improve the efficiency and 

productivity of its operations by enabling all members to share the same demand and 

operational information. Communication keeps all members informed of developments that 

affect their contribution to the supply chain, enabling them to quickly adjust their operations 

in line with changing demand conditions. Effective communication also enables members to 

respond rapidly to new business opportunities, helping to get new products to market quickly 

or increasing supply levels following a successful marketing campaign. 

Integration 

Integrating supply chain processes helps each member reduce its inventory costs – a key to 

successful chain management, according to a case study on the retailer Wal-Mart by the 

University of San Francisco. Suppliers share up-to-date information on demand to route their 

products to Wal-Mart‟s warehouses for onward shipment to stores with minimum time in 

inventory. This reduces Wal-Mart‟s costs significantly, enabling them to offer customers 

highly competitive pricing. To achieve this level of integration, companies develop single 

information networks that enable all members to access and share supply and demand data 

securely. The networks are based on open standards, such as Internet Protocol, so all 

members can communicate, even if they have different internal networks. 

Collaboration 

Collaboration in the supply chain strengthens relationships between members, improving 

teamwork and helping all members increase their business. Lead companies run business 

development and training programs to improve supply chain partners‟ market and product 



knowledge. They also undertake joint new product development programs with partners 

contributing specialist knowledge of components and materials. 

1.6 Finished Goods Supply Chain 

Buying a Desktop computer for your home or a Laptop for your use is very easy. You browse 

the internet to see the latest models and configurations, decide on your specific requirement 

and click to place an order. At times, of course, you might go into an electronic supermarket 

and check out the physical product before you buy. Immediately on payment, you cannot wait 

for the delivery and expect to be serviced on priority. 

Ever wondered how companies like HP, Dell, and IBM manage to place just the right 

products in all point of sale not only in your city but all over your country, all over the world 

where the product availability and standard processes are made available? If u start thinking 

back about where the products came in from? Where were they manufactured? Where were 

they stored and finally how and who brought it down to your door step, you are in fact tracing 

the logistics of the supply chain. 

Finished Goods supply chains are very dynamic and are the backbone of a good sales 

organization. Some departments are responsible for working in coordination and seamlessly 

to ensure Finished Goods reach the markets and the customers. Logistics and supply chain 

departments have to work in tandem with or aim to be ahead of Marketing and Sales and 

ensure that when a product is announced for sale by marketing, the products are made 

available at all nook and corner of the city, state, and country. A situation where the customer 

goes to a sales counter to place an order and the product is not available cannot and should 

never happen as a rule. 

Taking customer as the starting point, let us trace back the journey of finished goods 

and the functions. 

While Marketing departments work on marketing and advertising the product and are focused 

on reaching out to the customer to sell a product to him, Whenever a  customer places an 

order, further coordination and deliveries are managed by order fulfillment teams that are 

responsible for sales order processing who place orders on the distribution centers on the 

backend to pull materials for forward stocking points or to effect deliveries to the customers. 

Customer Fulfillment teams are the internal customers to the FG Logistics team. Logistics 

team is the department that is responsible for stocks and FG inventory held in the pipeline 

across multiple networks of distribution centers and the inventory in the pipeline in various 

transit points. In other words, Logistics teams own the inventory from the point they leave the 

plant until delivery is effected to the customer who may be a distributor, retailer or end user 

as the case may be. 

Logistics teams comprise of multiple competency centers including inventory planners, 

freight managers responsible for transportation leg and warehousing operations experts who 

are responsible for the inventory and warehousing operations including documentation 

control and statutory process compliance. 



Logistics teams work in close coordination with finance teams, the procurement team, plants, 

and manage operations through a chain of third party service providers who run the 

operations of inventory handling and distribution. 

Logistics is never an event free operation. While multi- tier third party service providers are 

handling the cargo across various borders, locations each with its unique local situations, 

there are very many other vagaries of nature and events that can keep disrupting the smooth 

flow of supplies and the situation is every dynamic. 

Managing multiple product lines, and vast distribution networks coupled with managing third 

party partners calls for the Logistics Managers and Supply Chain Managers to be always 

thinking on their feet and constantly innovating new processes and finding new ways to keep 

operations happening smoothly. 

1.7 Example of Supply Chain 

Consider a customer walks into Spencer Store to purchase beauty soap. The supply chain 

begins with the customer and his need for beauty soap. The next stage of this supply chain is 

the Spencer retail store where the customer visits. Spencer stocks its shelves using inventory 

that may have been supplied from a finished goods warehouse managed by Wal-Mart or 

received from third party (vendor). The vendor in turn is stocked by the manufacturer [say 

Hindustan Uni Liver (HUL)]. 

The HUL manufacturing plant receives raw material from a variety of suppliers who may 

themselves have been supplied by lower tier suppliers. For example, packaging material may 

come from Home- foil (an aluminum foil company) while Home-foil receives raw material to 

manufacture the packaging material from other suppliers. This forms a typical supply chain. 

1.8 Why SCM strategy is important for an Organization 

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. 

1.9 Benefits of Supply Chains 

 

(1) It bridges the gaps between the suppliers and the customers. 

(2) It helps manufacturers in reducing inventories as finished goods are stored nearer to the 

customers. 

(3) It allows firms to conduct operations at an appropriate time and place for the benefits of 

suppliers and customers. 

(4) Effective supply chains results in enhanced customer service as retailers get a choice of 

goods and also carry less stock. 

(5) Supply chains make movements simple, cost-effective and efficient as transport is 

simpler. 

(6) Expertise can be developed in a particular type of operation. 

(7) It allows firms to conduct operations at an appropriate time and place for the benefits of 

suppliers and customers. 

1.10 Let‟s Sum-up 

As in most businesses (particularly retail), we are not in the position of producing a 

finished (or end product) this manufacturing process of the product is carried out by the links 

in our supply chain. Whether it is the actual manufacturer of the whole product, or a supplier 

providing part of the product to another link in the supply chain, we are totally dependent on 

each part or member of that supply chain for ensuring the success of our business. Not only 

the manufacturing process of the finished product, but also as importantly we also rely on the 

other services provided within the links of our specific supply chain. In this case ink 

products/printers/accessories to the print industry which include manufacturers (both India  

and International dependent on price and lead/delivery times for providing the best service 

possible to our customers), together with the service supplied by another important link in the 

chain which is distribution/delivery to our business. Same applies to other industries and 

services sectors as well. 

 

 



As a small business there is a need to minimize product costs in order to remain competitive 

and the most reliable way to do this is by ensuring we have a system of effective supply chain 

management in place in our business. This is vital to retaining our own customers in a very 

competitive market place. 

We are continually reviewing the price/service/quality and reliability from all of the links in 

our supply chain as a problem anywhere in the chain will result in a problem to our business. 

This is usually at the expense of the customer, the end user. 

 

Our supply chain includes all the key elements required to provide us with the finished 

product – complete printers/complete ink cartridges/branded packaging/cardboard 

boxes/paper bags/ink (purchased indigenously simply due to price ,reliability and distribution 

promise) so as you can see from the above short list (which also have their own supply chain 

to consider and manage)! 

Over-stocking is the area that needs to be avoided and any organisation which finds itself in 

this situation will need to address the impact on its core operations immediately. We all work 

in an ever changing technology based workplace and the risk of over stocking is that 

components can become obsolete very quickly. This causes working capital to be tied up and 

eventually, worst case scenario, being written off. If we find yourself in this situation, an 

immediate review of the whole purchasing / ordering system potentially needs addressing. 

  

The who and why questions are for later, the first step is to create a pathway that ensures you 

don‟t put your business at financial risk again. Engage staff and welcome change, get all 

employees pulling in one direction to create the required end goal. 

 

1.11 Key Terms 

logistics 

management   

The integration of two or more activities for the purpose of planning, 

implementing, and controlling the efficient flow of raw materials, in-process 

inventory, and finished goods from the point of origin to the point of 

consumption. 
 

supply chain 

management   

Refers to a set of approaches and techniques firms employ to efficiently and 

effectively integrate their suppliers, manufacturers, warehouses, stores, and 

transportation intermediaries into a seamless value chain in which 

merchandise is produced and distributed in the right quantities, to the right 

locations, and at the right time, as well as to minimize systemwide costs 

while satisfying the service levels their customers require. 

vendor-managed 

inventory   

An approach for improving supply chain efficiency in which the 

manufacturer is responsible for maintaining the retailer's inventory levels in 

each of its stores. 
 

pull supply 

chain   

Strategy in which orders for merchandise are generated at the store level on 

the basis of demand data captured by point-of-sales terminals. 
 

push supply Strategy in which merchandise is allocated to stores on the basis of historical 



chain   demand, the inventory position at the distribution center, and the stores' 

needs. 
 

lead time   The amount of time between the recognition that an order needs to be placed 

and the arrival of the needed merchandise at the seller's store, ready for sale. 

 

1.12 Self-Assessment Questions 

Q01 Define supply chain management. 

  Supply chain management refers to the effort to coordinate suppliers, manufacturers, 

warehouses, stores, and transportation intermediaries so that the merchandise the 

customer wants is produced in the right quantities and sent to the right locations at the 

time the customer wants it. Logistics concentrates on the movement and control of the 

products, whereas supply chain management includes the managerial aspects of the 

process as well.  

Q02 Recognize the value added by the supply chain. 

  Without a supply chain, consumers would be forced to find raw materials, manufacture 

products, and somehow get them to where they could be used, all on their own. Each 

supply chain member adds value to the product by performing one of these functions. 

Supply chain management also creates value for each firm in the chain and helps bind 

together many company functions, including manufacturing, inventory management, 

and transportation, advertising, and marketing.  

Q03 Describe the flow of merchandise and the flow of information in the supply chain. 

  Information flow involves Flow 1 (customer to store), Flow 2 (store to buyer), Flow 3 

(buyer to manufacturer), Flow 4 (store to manufacturer), Flow 5 (store to distribution 

center), and Flow 6 (manufacturer to distribution center and buyer). Merchandise flow 

involves Flow 1 (manufacturer to retailer distribution centers), Flow 2 (manufacturer 

directly to stores), Flow 3 (distribution centers to stores, when shipped first to 

distribution centers), and Flow 4 (retailer to customer).  

Q04 Describe how supply chains are managed. 

  The more closely aligned the supply chain members are with each other, the less likely 

there will be significant conflict. An administered supply chain occurs when a 

dominant and powerful supply chain member has control over the other members. In a 

contractual supply chain (e.g., franchising), coordination and control are dictated by 

contractual relationships between members. Corporate supply chains can operate 

relatively smoothly because one firm owns the various levels of the chains. Supply 

chains also can be effectively managed through strong relationships developed with 



supply chain partners. To create such relationships, the partners must trust each other, 

communicate openly, have compatible goals, realize there are benefits in being 

interdependent, and be willing to invest in each other's success.  

 

Q5. Which of the following is true for supply chain management? 

a. The physical material moves in the direction of the end of chain 

b. Flow of cash backwards through the chain 

c. Exchange of information moves in both the direction 

d. All of the above 

(Ans:d) 

 

Q6. The purpose of supply chain management is 

a. provide customer satisfaction 

b. improve quality of a product 

c. integrating supply and demand management 

d. increase production 

(Ans:c) 

 

Q7. Logistics is the part of a supply chain involved with the forward and reverse flow of 

a. goods 

b. services 

c. cash 

d. all of the above 

(Ans:d) 

 

Q8. Due to small change in customer demands, inventory oscillations become 

progressively larger looking through the supply chain. This is known as  

a. Bullwhip effect 

b. Netchain analysis 

c. Reverse logistics 

d. Reverse supply chain 

(Ans:a) 

 

  

Q9. VMI stands for 

a. Vendor material inventory 

b. Vendor managed inventory 

c. Variable material inventory 

d. Valuable material inventory 

(Ans:b) 

 

Q10. The major decision areas in supply chain management are 

a. location, production, distribution, inventory 



b. planning, production, distribution, inventory 

c. location, production, scheduling, inventory 

d. location, production, distribution, marketing 

(Ans:a) 

 

1.13 Further Readings 

New Directions in Supply Chain Management: Technology Strategy and Implementation, by 

Boone T. and Ganeshan, R 

AMACOM (American Management Association), NY 2002 

Managing the Supply Chain: The Definitive Guide for the Business Professional, McGraw-

Hill, 2004 by Simchi-Levi, D., Kaminsky, P. and Simchi-Levi, E 

Supply Chain and Operations Management Journals: An Overview and Need for a New 

Journal in Supply Chain Management by Dubey, Rameshwar. Journal of Supply Chain 

Management Systems; New Delhi 

Basics of Supply Chain Management by Lawrence D. Fredendall, Ed Hill 

Purchasing and Supply Chain Managementby Robert M. Monczka, Robert B. Handfield, 

Larry C.  

Guide to Supply Chain Management by Colin Scott, Henriette Lundgren&Paul 

Thompson (Author) 

 

1.14 Model Questions 

1. Write short notes on 

(i) Material Requirement planning 

(ii) Enterprise Resource planning 

(iii) Aggregate planning 

2. What are the new challenges faced by supply chain managers in the changing 

business landscape?  

3. Write short notes on 

(i) Documentation in warehousing operations 

Different types of carriers used for transportation 
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1.1. Introduction 

India is expected to become the world‟s fastest growing e-commerce market, driven by robust 

investment in the sector and rapid increase in the number of internet users. Various agencies 

have high expectations about growth of Indian e-commerce markets. Indian e-commerce 

sales are expected to reach US$ 120 billion by 2020 from US$ 30 billion in FY2016.Further, 

India's e-commerce market is expected to reach US$ 220 billion in terms of gross 

merchandise value (GMV) and 530 million shoppers by 2025, led by faster speeds on reliable 

telecom networks, faster adoption of online services and better variety as well as 

convenience. India‟s Business to Business (B2B) e-commerce market is expected to reach 

US$ 700 billion by 2020. Further, the shipment of product from seller‟s location to pickup 

could happen in two ways: 

 Logistics firm owned by e-commerce itself (for example, e-kart of Flipkart) 

 Third party logistics (3PL) firm 



The delivery of product would happen in following ways:  

 Next day delivery/Same day delivery 

 Local delivery 

 Zonal delivery 

 National normal delivery 

 National express delivery 

In general, the supply chain process includes several kinds of sub-processes, such as order 

fulfillment, demand management, manufacturing flow management. Logistics includes many 

aspects like warehousing, inventory management, billing, packaging, labelling, shipping, 

cash on delivery, payment, product return & exchange, and much more. To streamline the 

process, the logistics firms need specialist enterprise mobility software which takes care of 

most of the issues like tracking, management of stock levels, locations, packaging and 

fulfillment.  

Moreover, the e-business so also e-commerce is enhancing slowly and steadily in the country 

like India,. For example like Junglee.com, Snapdeal.com, Infibeam.com, ShopClues.com and 

Tradus.com and world‟s largest auction and shopping website that is “E-Bay” have started 

providing online services for buying and selling. Customers have the ever increasing choice 

of products at the lowest rates and at the convenience of single tap on mobile phone. E-

commerce is probably creating the biggest revolution in the industry, and this trend would 

continue in the years to come.  

1.2.  Logistics And Supply Chain Management Industry In India 

In the modern era, the logistics industry is built on four modes of transportation: such as 

(i) Air, (ii) Water, (iii) Rail and (iv) Road. In the pre e-commerce era, logistics was largely a 

push-based system with suppliers pushing raw material to manufacturers, who in-turn 

distributes finished goods to end consumers via distributor or stockist and retailers.  

The logistics demand was largely driven by a few verticals such as Pharma, FMCG, Auto and 

White goods. Further, they were more preferred to manage their own logistics or outsourced it 

to regional 1PL or 2 PL Logistics Service Providers (LSPs). Logistics is a key enabler of e-

commerce. It is also a source of competitive advantage and differentiation for e-commerce 

companies. E-commerce logistics is combination of one-to-one, many-to-one and one-to-many 

routing based on goods availability and destinations. The meteor ic r ise o f E-Commerce  

ca lls  for  a grea ter  techno logica l up-gradation in the Logis t ics,  S upp ly C ha in, and  

Dis tr ibution. Thus, it is another significant step to boost the e-commerce industry in an 

international platform.  

  

As per KPMG‟s report on e-commerce retail logistics, about 50 percent of the e-commerce 

logistics market is commanded by in-house logistics players, while the other 50 percent is 

controlled by third party logistics (3PLs) service providers including traditional logistics 



service providers (LSPs). Further, all major logistic companies in India like BlueDart, 

Aramex, DTDC (Dot Zot), FirstFlight, Delhivery, FedEx are doing third party logistics for all 

major and small e-commerce companies, industry insiders believe that the smaller logistics 

start-ups will find it difficult to gain any market because of the competition from bigger 

players. 

Logistics is the spine of all industries. All eyes are glued on Alibaba‟s entry into the Indian 

ecommerce industry, which was reported to be anytime in between 2016-17. Chinese 

logistics firms are also looking at India‟s market to increase their revenue and global reach. 

Thus, the  SF Express has already set up operations in India, TTK Express , YTO Express 

and STO Express are in talks with Indian counterparts to form strategic partnership with  and 

they have been exploring opportunities to enter India.  

1.3. Objectives Of Supply Chain Management Of E-commerce Business 

The objectives of supply chain management of e-commerce are as follows: 

 Improved communication 

 Transparency into the supply chain 

 Improved customer satisfaction 

 Cost reduction 

 Improvement in efficiency 

 On-time delivery 

 End-to-end transportation warehousing solutions 

 Dedicated Control Tower 

 Transportation Management 

 Customization of products and flexibility 

 Reverse logistics 

 Innovation and Customization. 

 

1.4.    Innovative Strategies in  Supply Chain Management 

 
1. Internet of Things (IoT), App, Data and Automation: The technological 

developments in logistics have surely surpassed manual methods in connecting 

sellers, third-party logistics partners and customers. But with the implementing the 

automation technology to pick and move packages to designated picking station, 

among several other applications that make warehouse processes quicker and 

smoother. Example: Ekart, the logistics arm of Flipkart. “Xpressbees” is the Amazon 

set up Amazon Transportation Services Private Limited in India. Snapdeal took the 

hyperlocal route and launched in the year 2015 as „Snapdeal Instant‟ to allow 

delivery of packages to customers within an hour of placing the order. Snapdeal also 

launched four-hour delivery, card on delivery, and 90 minutes reverse pickups.  

 

2. Better Delivery Service level Agreements (SLA):  With the adoption of technology 

in operations in E-commerce business. Thus, it is essential to keep up customer 

http://indianonlineseller.com/2016/03/alibaba-locks-2016-for-indian-ecommerce-partnership-with-tata-on-cards/


satisfaction.  More Invested and developed technology that integrates with 90 per cent 

of  third-party logistics partners to ensure faster tracking and information flow 

between merchants and customers. This has resulted in faster shipping, integrated 

tracking and real- time updates on deliveries both in the forward as well as returns. For 

Example Shopclues claims that its logistics initiatives. Amazon India has engaged 

with an NGO in a pilot project of rural delivery network in Tier III IV towns, through 

logistics firm “Connect India E-Commerce Pvt. Ltd”., incorporated by founders of 

BASIX group. This is to ensure last-mile delivery with the help of the well-

established rural distribution network of BASIX. 

 

 

3. Vehicle Tracking: This method also  plays a significant role in providing necessary 

control and effective route planning for faster delivery. For example Amazon uses the 

fast, reliable and resourceful internet connectivity across devices will help us use 

technology better for vehicle tracking. Flipkart benefited by its investment in 

“Blackbuck”in  capturing the  data on vehicular movement and utilization for better 

planning. Paytm invested in logistics solutions provider ”Loginext” to exploit tech 

ecosystem for supply chain. 

 

4. Heat Maps: This is a new method which is  giving information on those areas where 

maximum delays are happening. Logistics solutions provider “Loginext” which 

caters to Paytm, Myntra and Amazon among others. 

 

 

5. Army of Robots: In this method, the warehouse becomes  automation. Further, it has 

uses an army of robots to store. This is also organize products and containers within a 

warehouse. The employees ask Robots to retrieve their products when they want to 

ship a product out of a warehouse. For Example like “ArkRobot” which can  be a 

solution for the e-commerce industry. It has  great advantages such as  a) very high 

number of product being stored in a warehouse facility, (b)products need to be stored 

or retrieved quickly, (c)mistake proof product and quantity picking, (d)proper and 

safe handling of products,  (e)refilling products on storage racks, (f)effectively 

removing unsold products out of the inventory, (g) Removing perishable products and 

those nearing expiry date, (h)Huge amount of manpower and cost involved in Picking 

and Refilling,(i)Accessibility of product locations to workers, (j)Pilferage(k)Huge 

electricity costs due to Lights, Air Conditioners, Continuous use of conveyors, etc. 

 

6. Mini and Online Truck Transportation Service : Mini-trucks are helped the  

conduct affordable package movement. For Example like new companies or 

startups like “Blowhorn”, “The Porter”, “TheKarrier”, “Shipper”, “Rivigo” 

“SmartShift” “TruckSuvidha” and “TruckMandi” etc. are companies to help 

customers book them on demand. Further, it has  a relay system for truckers that have 

to make long deliveries. It uses a network of drivers across India that is located in hub 

cities. The Online portal that connects people those want to ship goods with truckers. 



7. Track-A-Pack: This system that places matchbox-sized trackers in vehicles. The  

shipment bags in order to keep track of them as they move from hub to hub, and 

Point-to-Point, an app based system that assigns last-mile tasks to local delivery boys 

and vehicles by considering factors like priority, distance, and type of vehicle. For 

Examples the companies like: “LogiNext”, “Delivery””ShipDroid” and Locus” 

etc. 

  

8. Line-haul: This is stage involves connecting the main supply centre with the main 

demand centre, via land or air depending on the transit time and cost matrix. Airline 

haul is three to four times costlier than surface line-haul; however it has a lower 

transit time. 

 

9. The Smart Basket : The grocery buying has three distinct features (i) planned,(ii) 

bulk purchase at the beginning of every month; (iii) weekly purchase that typically 

revolves around items with a short shelf life such as milk, fruits and vegetables; and 

specialty store buying. Specialty stores are local stores that garner a very loyal 

customer base for a particular product or brand, which customers typically refuse to 

buy from elsewhere. For examples: Amazon's online grocery business model in India 

is a marketplace that hosts third-party sellers on its app 'Amazon Now'. Grofers 

already sells fruits, vegetables and staples under its brand called “Freshbury”.  

 

Further,  BigBasket employs an inventory- led supply chain model and has established 

partnerships directly with brands as well as farmers across the country to source 

inventory at competitive prices. Moreover, BigBasket is now buying products directly 

from suppliers i.e. HUL, P&G, farmers and mills and stocks these in warehouses. It sets 

initial inventory levels and later, re-ordering levels. The entire process is 

automated. “SnapBizz”, is a  new retail-technology. The  firm  is also announced its 

partnership with Bigbasket, India's largest online supermarket, in an effort to 

transform India's kirana stores into technology enabled modern retail stores. With this 

partnership, SnapBizz and Bigbasket will enable the kirana stores to automate the 

supply chain and inventory management processes. 

 

10. Supply chain Finance : Traditionally, supply chain finance has been one of the most 

reliable branches of borrowing for companied as it allows businesses to extend 

payment terms to suppliers and optimizes working capital. It has been the most 

popular option and is now seeing a change due to the growth of e-commerce where 

possibilities of defaults are low and the risk spread over multiple players 

 
 

1.5.  Challenges of Supply Chain In India  
 

 Poor infrastructure : The supply chain and logistics in e-commerce business are 

highly complex to manage in a vast country like India where infrastructure is not 

well-developed to reach every remote and rural area. The taxation policies for the 



e-businesses are not well-defined depending on different business models and 

transaction types. 

 Non-Standardization of addresses  

 High labor attrition 

 E-businesses do not take sufficient steps to deploy a security solution, which is 

hindering the consumer from transacting online. 

 Address issues in the sector‟s legal and regulatory framework and banks must 

play a leading role as Facilitators by offering cost effective cash management 

solutions, secure payment gateways and other relevant banking services. 

 

 

  

 
 

 

 

 Absence of vendor selection and quality checks . 

 Price variances across multiple on-boarded vendors for the same product. 

 Ineffective inventory planning and monitoring of open purchase orders. 

 Non-compliance with agreements cash collection, reconciliation, on-time 

delivery. 

 Selection of a cost effective  and efficient third party logistics vendor for select 

pin codes. 



 Challenges of route planning and consolidation of shipments. 

 Problem of vendor payments based on shipment. 

 Monitoring of stock levels associated with warehousing. 

 Multiple tax rates across geographies and compliance of new GST (Good and 

Service Tax). 

 Service level agreements and pending orders monitoring and delivery. 

 Due to several discounted offer, products are sold at higher than maximum 

retail price and negative margins. 

 Promotion codes used after expiry and beyond the defined criteria. 

 Cross-border e-commerce comes with logistics challenges, such as 

international shipping, reserving inventory for international sales, choosing an 

appropriate online payment provider, and rules governing local and 

international sales. 

 

1.6.  Flipkart‟s Ekart: A Case Study 

Ekart is controlled by an entity called Instakart Services Pvt. Ltd. Flipkart had bought back its 

logistics business from WS Retail Services Pvt. Ltd via Instakart in 2015. WS Retail earlier 

controlled ekart, apart from being the largest seller on Flipkart‟s platform. Ekart is the India‟s 

largest logistics and supply chain company delivering 10 million shipments a month to  more 

than 3800 pin codes. Further, it is established in 2009.  Ekart is the Flipkart‟s in-house supply 

chain arm has powered the growth of Flipkart with a innovations such as Cash on Delivery, 

In-a-day guarantee, Same-day guarantee etc. Ekart is focused on a consistent in consumer 

experience by delivering reliably and managing variability at scale. Moreover, Ekart 

processes 30,000 in numbers to 40,000 in number orders a day for third-party businesses. The 

company has also excluding the volumes generated by Flipkart and Flipkart-owned fashion 

portal Myntra.  

Ekart is also launched a courier business. Its pilot and hyper local delivery business under the 

brand name “eQuick” Services in 2015. The company has also 20 third party clients such as 

Aditya Birla group venture Madura Fashion & Lifestyle. Ekart has a warehouse capacity 7.5 

million cubic feet and over 2,500 with alternative delivery partners. The company also in its 

presence in tier-III and tier-IV towns. Ekart is planning to adopt a "lean hub" model of 

working with local players rather setting up its own hubs.  

The Logistical Model of leading E-Commerce business 

Company Funding & 

Founded 

Logistical Model 

Bigbasket 2011 -Own inventory stock 
-Keeping 400-1000 express goods at 1800 Kirana. 

Local Banya 2012 Amalgamates inventory from other sellers and then 
deliver. 

ZopNow 2011  Switched from inventory model to partner exclusively 
with Hypercity store. 

Grofers 2013 Delivery only from listed stores. 



Peppertap 2014 Delivery only from select stores. 

Source: Company‟s websites 

1.7. Packaging Of  E-Commerce: A Case Study of Flipkart.com  

The Packaging of e-business or e-commerce is essentially based on three pillars: design, 

logistics and environment. The framework for packaging for ecommerce. There are five key 

criteria that the shipping packaging for Ecommerce deliveries to the home should strive to 

meet: 1. protect the product and prevent damage and theft 2. Optimize outer packaging size 

for the product or products shipped – avoid excessive packaging 3. Design where feasible for 

recycled content, recyclability and re-use (should allow for potential return of faulty goods). 

4. Be easy, convenient and safe to handle and open for consumers 5. Courier specific 

requirements. In the e-commerce business, customers return unwanted and/or faulty products 

more frequently; therefore, companies should analyze the reverse logistics aspect. The three 

most fundamental pillars are: design, logistics and environment. According to the framework, 

the evaluation of costs linked to ecommerce in general and to packaging for e-commerce in 

particular, has to be considered. 

Framework for packaging for e-commerce 

Design  Logistics   Environment 

Dimensions,  
Volume, 

 Weight Materials, 
 Accessories, 

 Protection and containment  
Resistance Handle ability 

Order management of the 
warehouse, 

 Lead time Shipment, 
 Traceability, 

 Protection against in-transit 
theft, 
 Reverse logistics 

Pollution, 
 Reduction of packaging 

waste, 
 Bio-degradability, 

 Recycling Re-use 

 

Packaging of Flipkart.com 

TYPES OF BOXES FLIPKART BOXES STYLE OF 

PACKING 



Flipkart Brown Corrugated Boxes 

Flipkart branded brown corrugated boxes are  
different features such as :  

 High-Quality Corrugated Paper Board 

 Slotted Carton 

Three (3) Ply Boxes  

100 percent recyclable 

Extra strong and highly durable 

 Protection enviornment 

 

 



Opaque Packing List Envelope 

This Opaque Packing is using the list 
envelopes. These are highly useful to insert 

waybill, consignment notes etc. The adhesive 
strip on the rear side of the packing list 

envelope sticks easily on any type of surface. 
The following  features such as : 

 Available with single back adhesive strip 

 Extra strong and highly reliable 

 Easily sticks on the surface 

 Size is A4/3 

 Opaque material 

 Strong adhesion  

 

 

 

Flipkart Yellow Security Bubble Courier 

Bags 

The Flipkart Bubble Security Courier Bags,  
are used for handling and packaging semi-

fragile valuables. This courier bags are  
multiple features like : 

 POD Jacket available 

 Side seal security pattern 

 Once sealed cannot be open 

 Cut to open facility 

 Bubble lined inner surface, 

 Adhesive flap closure 

 

 

Flipkart Courier Bags 

This is a Flipkart courier bags designed 
exclusively for Flipkart sellers. The 

Flipkart Security Envelopes and courier 
bags are available with a variety of 

features like tamper proof security , 
Self Adhesive flaps with POD Jacket to 

meet sellers packaging requirements.  
 

 

 



 

 

1.8.  E-Commerce Logistics and Supply Chain Companies in India 

Today retail companies have become involved in supply chain management in order to 

control product quality, inventory levels, timing and expenses. In a global economy, supply 

chain management often includes dealings with companies and individual contributors in 

other countries, requiring expertise in trade and tariff laws, quality control, and international 

relations. While many e-commerce retailers have partnered with logistic service providers to 

fulfill their business requirements, some players have also invested in building in-house 

logistics capabilities. While a large share (as much as 50 per cent) of the e-commerce 

logistics market is commanded by in-house logistics players, the other 50 per cent is 

controlled by third-party logistics (3PLs) service providers including traditional Logistics 

Service Providers (LSPs), e-commerce focused logistics providers and India Post. 

 

 

The Ecom Express was incorporated in 2012. It started operations on 31 January, 2012. The 

E-com Express is headquartered at Delhi. The company has more than  35 cities with a team 

size of 300 in number and 42 numbers of  Delivery centers.  The company has also launched 

its operations in the state of Jammu and Kashmir to Western and Southern regions of India.   

The company has its leading listed customers such as follows: (i) Flipkat, (ii) Fashion and 

you, (iii) Voonik.com, (iv)Myntra.com,(v)Limeroad.com, 

(vi)Infibeam.com,(vii)Zivame.com, (viii) Myntra.com,(ix)Naaptol,(x) Homeshop18.com,(xi) 

Snapdeal etc. the company also pick-up and deliver products (ordered online) from our 

partner websites to end-customers. 

 

Indian e-commerce in terms of logistics is in one of the world's fastest growing major 

economies like India. DHL Group is leaded by Deutsche Post is a leading warehouse 

company. DHL Supply Chain India intends to bolster its transportation network used to 

deliver products from businesses to industrial and retail customers. The DHL Company has 

transports goods by road, mainly through contracted trucks from dedicated vendors. Further, 



it is looking to use railroads where it is necessary. The main aim is to improve time and fuel 

cost efficiency. 

 

  

The Safexpress is started in the year 1997 with a mission of delivering logistics excellence to 

its customers. But current times, the company has its potential to be as a „Knowledge Leader' 

and 'Market Leader' of supply chain & logistics industry in India.  The Safexpress 

B2C(Business to Consumer) which specializes in e-com logistics and supply chain 

management offering customized multimodal cargo services to its online retail customers 

through its enviable surface and SafeAir infrastructure in India. The company also facilitate 

three major flows in B2C (Business to Consumer) supply chains, i.e., (i) product flow, (ii) 

information flow and (iii) monetary flow. 

The company‟s main focused on  e-commerce logistics and supply chain is as follows: 

(a)Ability to integrate  invoicing system with  waybill generation system,(b)Enables high 

volume pick-ups at minimal time,(c)Trans-shipment route optimizer,(d)100 percent accurate 

package routing across over 22023 pin-codes in 614 destinations,(e)100 percent delivery on 

GPRS enabled smart tablet devices,(f)Accurate and secure deliveries real-time information 

sharing and visibility,(g)Electronic signature and remarks by consignee,(h)Immediate receipt 

of 'Proof of Delivery',(h)Return to origin undelivered consignments can be sent back to the 

consignor,(i)SMS integration approach. (j)  Alerts to both consignor and consignee before 

and after delivery,(k)  Secure keys can be sent to consignees for pre-delivery 

validation,(l)Package barcode identifiers and efficient movement and zero misrouting. 

 

  

The Gati is a leading  pioneer and leader in Express Distribution in India, Gati E-connect, is 

the E-Commerce logistics approach which has an extensive reach of more than 99 percent  of 

districts in India. Thus, the premium services are as follows: (i)Timely delivery such as AM – 

PM Delivery Service, and shipment picked up the same day in the morning and delivered to 6 

metros by 2100 Hrs, (ii)assured delivery attempts within 12 / 24 / 48 & 48+ hrs (iii) high 

Speed air cargo movement,(iv)Express Services such as high Speed Surface cargo movement 

and cost effective with assured date of delivery system.(v)the Reverse Pick up facilities such 

as movement of refused and exchange shipments back to the vendor E-fulfillment 

Centres(vi)pickup from Vendors, Packing in Fulfilment Centres and last mile delivery and 04 

http://www.gati.com/express-distribution/


number of e-fulfillment centres Pan India,(vi)Cash on Delivery system such as handling INR 

30 million of cash daily and COD(Cash on Delivery) remittance to the e-Tailer within three  

days. 

 

This is a  most prominent leading TCI Express is a leading supply chain company in India. 

The  head  office is  situated at  Gurugram, Haryana . This company always focuses the 

B2C(Business to Consumer) and B2B (business to Business) on multi model distribution for 

optimum on time delivery with value added features of CoD (Cash on Delivery) procedure. 

More over, the following key features are as follows: (i) vendor to warehouse management  

and inter warehouse management (ii) procedure of packaging material 

distribution,(iii)warehouse to customer, (iv) more focused fulfillment centre to last 

mile,(v)Intra-city distribution,(vi) and  new wallet  and technology oriented cash collection 

methods. 

The most important features of this company are as follows : (i)  interfaces with perspective 

customers, (ii) Sunday and holiday deliveries system, (iii) the extensive network of fully 

automated and computerized offices and sub offices, (iv)well connected routes for speedy 

movement of cargo through hub & spoke distribution model most effectively,(v)large fully 

containerized fleet of vehicles connecting over 3000 number pickup and 1500 number 

delivery locations,(vi)a strong and dedicated human resources and workforce of committed 

and efficient  professionals/ workforce,(vii)the well equipped and secure hubs(viii)dedicated  

and perspective Customer Service department at regional offices, CRM(Customer 

Relationship Management) method application, (ix)GPS enabled Vehicles. 

 

TCI has  began its journey with only  single truck in Calcutta in the year 1958. Its corporate 

office is at Gurugram, Haryana.  TCI Supply Chain Solutions is a Single Window enabler of 

Logistics and Supply Chain solutions company. Further, the is fully focused the  reverse 

logistics services basket include in E-Commerce companies, Due to loss, damage or incorrect 

delivery, e-commerce players also need to establish a reverse logistics unit that helps with 

product returns. A good returns process coupled with an efficient Customer service team will 

go a long way into rebuilding the trust of the customer who feels denied with a wrongful or 

damaged delivery. 

 



 

The Company also establish proper preventive measures to avoid loss or damage. 

Accurate labelling, using tracking facilities, employing quality materials for packing, insuring 

parcels, providing package cushioning and appropriate packing, travel and delivery services 

would go a long way in saving plenty of money, time and energy spent in returning a broken 

good.   as RTO Processing - Return to Order (for undelivered, unopened packages.) RBC - 

Return by Customer (Opened ) for Reprocessing Return to Vendors for RBC or unsold goods 

or QC issues Refurbishing & Repairs for selected goods.  

  

Holisol (Holistic Solutions), was set-up in June 2009 which is operated Delhi, NCR by 

Naveen, Manish and Rahul. After spending years in supply chain and logistics functions for 

leading companies. It is a leading Pharma industry supply chain challenges include expiry 

management, temperature controlled logistics, inventory management due to the high number 

of SKUs (Stock Keeping Units), distorted demand information, product availability, pilferage 

and order accuracy. 

1.9.LET US SUM UP 

E-commerce companies are now offering their customers with reliability in delivery, express 

delivery, flexibility in ship-to locations, wider reach, and frictionless returns and accepting 

multiple payment modes. Amazon, in addition to having its own logistics, also leverages its 

partnerships with 3PLs like GATI, Blue Dart, and FedEx Corp. Alibaba uses 3PL to pick-up 

goods from seller‟s warehouse to the delivery station. The delivery that provides a  unique 

transportation and fulfillment capabilities to E-commerce clients. Flipkart, Amazon, Jabong, 

Snapdeal and Myntra are among its top 5 clients in India. Amazon started a pilot project with 

India Post which has nearly 155,000 post offices in India. Chinese‟s Alibaba backed Paytm 



has launched Paytm Mall, a consumer shopping app, to take on local rival Flipkart and global 

rival Amazon in the country.  

 

Today retail companies have become involved in supply chain management in order to 

control product quality, inventory levels, timing and expenses. In a global economy, supply 

chain management often includes dealings with companies and individual contributors in 

other countries, requiring expertise in trade and tariff laws, quality control, and international 

relations. While many e-commerce retailers have partnered with logistic service providers to 

fulfill their business requirements, some players have also invested in building in-house 

logistics capabilities. While a large share (as much as 50 per cent) of the e-commerce 

logistics market is commanded by in-house logistics players, the other 50 per cent is 

controlled by third-party logistics (3PLs) service providers including traditional Logistics 

Service Providers (LSPs), e-commerce focused logistics providers and India Post. 

 

1.10.  KEY TERMS 
  Logistics solutions :  provider to the Indian Product sourcing is locating a source 

of products to sell that you do not manufacture yourself. 
 Drop shipping:  involves transferring customer orders to another company, who 

fulfills the orders by shipping the items directly to the customer on your behalf.  

 Wholesale suppliers:  are simply providing you items at wholesale prices from the 
manufacturers. 

 Supply chain management (SCM) is the combination of art and science that 
goes into improving the way the company finds the raw components it needs to 
make a product or service and deliver it to customers. 

 Electronic commerce: It is commonly known as e-commerce or e Commerce, or 
e-business consists of the buying and selling of products or services over 

electronic systems such as the Internet and other computer networks. 
 EDI (Electronic Data Interchange) :  is a key technology of e-business because it 

allows “computer-to-computer” exchange of standard transaction documents 

between two organizations over an extranet. 
  

1.11. SELF –ASSESSMENT QUESTIONS 

1. What is Supply Chain Management in E-Commerce? 

 2. What are the challenges of Supply Chain Management in e-commerce? 
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1.13. MODEL QUESTIONS 

1. What is E-commerce Logistics in Supply Chain Management? Discuss the case of 

Amazon as a leading e-commerce company in the world. 
2. What are the challenges of Flipkart‟s Ekart supply chain faced in India?  

 

 

1.14. SELF-ASSESSMENT QUESTIONS AND ANSWERS 

1. What is supply chain management in E-Commerce? 

Ans.: The term “Supply Chain Management” was coined in 1982 by Keith Oliver of 

Booz, Allen and Hamilton Inc. But the terms Logistics and Supply Chain Management 
are used interchangeably these days, but there is a  subtle difference that exists between 

the two. SCM is based on customer demand, providing a common focus on the related 
products or services, enterprise information resources, software products based on 
Internet technology as a tool to manage, the entire channel which all relevant processes to 

maximize net value added, and improve the efficiency and effectiveness of a platform.  

Supply chain between the various companies that engaged in business activities can be 
increased, e-commerce application of the supply chain management reflected more and 
more important role. E-commerce in supply chain management application fully 

illustrated e-commerce and supply chain management that are complementary based on 
the successful implementation of e-commerce, which is an excellent supply chain 
management support. 

2. What are the challenges of supply chain management in e-commerce? 

Ans.: The following are the challenges of supply chain management in e-commerce as 

follows:  

1. Poor infrastructure: The supply chain and logistics in e-commerce business are highly 

complex to manage in a vast country like India where infrastructure is not well-developed 

to reach every remote and rural area. The taxation policies for the e-businesses are not 

well-defined depending on different business models and transaction types. 

2. Non-Standardization of addresses  

3. High labor attrition 

4. E-businesses do not take sufficient steps to deploy a security solution, which is 

hindering the consumer from transacting online. 

5. Address issues in the sector‟s legal and regulatory framework and banks must play a 

leading role as Facilitators by offering cost effective cash management solutions, secure 

payment gateways and other relevant banking services. 



6. Absence of  vendor selection and quality checks 

7. Price variances across multiple on-boarded vendors for the same product 

8. Ineffective inventory planning/monitoring of open purchase orders 

9. Non-compliance with agreements with cash collection and reconciliation/on-time 

delivery 

10. Selection of a cost effective and efficient third party logistics vendor for select pin 

codes 

11. Challenges associated with route planning and consolidation of shipments 

12. Vendor payments based on shipment. 

13. Challenges associated with warehousing and monitoring of stock levels. 

14. Multiple tax rates across geographies and  compliance of sale invoices to tax laws 

15.  Monitoring delivery related service level agreements/pending orders 

16. Products sold at higher than maximum retail price and negative margins 

17. Promotion codes used after expiry and beyond the defined criteria. 

 

 
.  

 

 

 

(Source: KPMG in India analysis, based on industry observations and discussions, 2015) 
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