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Preface

Welcome to Principles of Supply Chain Management: A Balanced Approach. The practice of
supply chain management is becoming widespread in all industries around the globe today,
and firms are quickly realizing the benefits provided by supply chain management. This text is
unique in that it uses a novel and logical approach in its discussions of this topic from four
perspectives: purchasing, operations, logistics, and the integration among supply chain partic-
ipants of these three vitally important areas of the firm. This book is somewhat different than
other supply chain management texts, since we present a more balanced view of the topic.
Many of the texts available today concentrate primarily on just one of the three areas of pur-
chasing, operations, or logistics.

The objective of the book is to make readers think about how supply chain management

impacts all areas of the firm, and to show how managers can improve their competitive posi- *

tion by employing the practices we discuss throughout the text. Junior- or senior-level busi-
ness students and beginning MBA students as well as practicing managers can benefit from
reading and using the text.

The textbook utilizes some notable features including opening quotes and three or more
boxed features for each chapter that profile companies practicing or utilizing the techniques
discussed in the chapters. Additionally, there are a total of fifteen cases spread throughout the
text, varying from fairly simple to complex treatments of various supply chain management
topics. Some of the companies and cases are real, while others are fictional. In the Chapter 1
appendix, there is a discussion of the Beer Game, with game boards and inventory tracking
sheets to allow instructors to actually play the game with their students. Within each chapter
we have incorporated up-to-date and interesting examples of organizations utilizing the
methods being discussed. Finally, there are quantitative as well as qualitative problems and
questions, Internet exercises, and Excel problems spread throughout most of the chapters.

Part 1 is the overview and introduction of the topic of supply chain management. This
chapter introduces the basic understanding and concepts of supply chain management, and
should help students realize the importance of this topic. Core concepts such as the bullwhip
effect, supplier relationships, forecasting and demand management, enterprise resource plan-
ning, transportation management, and customer relationship management are discussed.

Part 2 presents purchasing issues in supply chain management. This very important topic
is covered in three chapters, building from an introduction to purchasing management to
employing strategic concepts aimed at increasing supply chain management success. There
are five cases at the end of Part 2, four of which are real cases about Deere & Company, writ-
ten by professors who were invited to Deete’s Moline, Hlinois, facility specifically to write
cases for and about Deere & Company. We hope you find these cases interesting,

Part 3 includes four chapters regarding operations issues in supply chain management.
This section progresses from forecasting to aggregate planning and inventory management
and then to enterprise resource planning. A final chapter on just-in-time operations and
quality management discusses the importance of process management throughout the firm.
At the end of Chapter 8 there are six very interesting cases that will challenge students to
apply the topics and practices presented in these four chapters.

Part 4 presents distribution issues in supply chain management for services and manufac-
turing firms. The section starts off with a review of domestic and international transporta-
tion and then moves on to customer relationship management, location analysis, and service

xxi
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response logistics. There are two cases included at the end of this part—one is a service case,
the other is a manufacturing case.

Finally, Part 5 discusses integration issues in supply chain management. While coopera-
tion and integration are frequently referred to in the text, this section brings the entire text
into focus, tying all of the parts together first by discussing integration in detail followed by
performance measurement and then a view towards the future of supply chain management.
Two integration-oriented cases are included at the end of Part 5.

We think we have compiled a very interesting set of supply chain management topics that
will keep the reader interested and we hope you enjoy it. The disk that comes with the
teacher’s edition contains sample syllabi, PowerPoint slides, sample tests, answers to end-of-
chapter questions and problems, and case notes for each of the 15 cases. We welcome your
comments and suggestions for improvement.

Acknowledgments

We greatly appreciate the efforts of a number of people at Thomson/South-Western.
Without their feedback and guidance, this text would not have been completed. Charles E.
McCormick, Jr., Senior Acquisitions Editor, got us all on the “same page” and helped us to
stay motivated and on schedule. Taney Wilkins, Development Editor, dealt with all of our
day-to-day problems and questions, and thus deserves a special thank-you for the very hard
work she has done on this project. Larry Qualls, Marketing Manager, has been instrumental
in helping to get the word out about the text. Thank you to Production Editor Tamborah
Moore, and to the great people at Shepherd Inc., especially Mary Grivetti, who put the man-
uscript into final form.

Additionally, we wish to thank all of the reviewers who graciously gave their time to this
effort, greatly improving our final product. These people are:

Abe Feinberg California State University, Northridge
Zhi-Long Chen University of Maryland

Brooke Saladin Wake Forest University

Les Foulds University of Waikato, New Zealand
Gurpreet Dhillon Virginia Commonwealth University
Vijay R. Kannan Utah State University

Bret J. Wagner Western Michigan University

James F. Campbell University of Missouri, St. Louis

Ling Li Old Dominion University

Linda L. Stanley Arizona State University West

Finally, we would like to thank all of the case writers who contributed to this textbook:

Tarek M. Amine Bechtel Global Engineering and Construction Co.
Terry A. Anderson Troy State University

Mauro Caon Fundagao Getulio Vargas

Henrique Corréa Fundagdo Getulio Vargas

Jodo Mario Cisillag Fundagdo Getulio Vargas

Krishna S. Dhir Berry College

Keith Drumheller Elizabethtown, Pennsylvania

Howard Forman Penn State University

Donald A. Forrer Troy State University



Preface XXiii

Jeffrey S. Harper Indiana State University
Donald R. Jackson Ferris State University
David H. Klose Enola, Pennsylvania
Helen LaVan DePaul University
Hélcio Lima Genexis

William H. Moates Indiana State University
A. Mukund . ICMR, India

Denio Nogueira General Motors

Joshua Perry Mt. Baker Products, Inc.
Manus Rungtusanathem Arizona State University
Fabrizio Salvador Arizona State University
Mark C. Springer Western Washington University
K. Subhadra ICMR, India

Stephen Sucheski Harrisburg, Pennsylvania
John K. Visich Bryant College

Angela M. Wicks Bryant College

Ronald M. Zigli The Citadel

We most likely left some valued contributors out of this acknowledgments section. We
apologize for any oversight and wish to thank these people as well.



About the Authors

Joel D. Wisner is Professor of Supply Chain Management at the University of Nevada,
Las Vegas. He earned his BS in Mechanical Engineering from New Mexico State University
in 1976 and his MBA from West Texas State University in 1986. During that time, Dr. Wis-
ner worked as an engineer for Union Carbide at their Oak Ridge, Tennessee, facility and then
worked in the oil industry in various Louisiana Gulf Coast and West Texas areas. In 1991, he
earned his PhD in Operations and Logistics Management from Arizona State University. He
is certified in transportation and logistics (CTL) and in purchasing management (C.P.M.).

He is currently keeping busy editing the International Journal of Integrated Supply Man-
agement while teaching undergraduate and graduate courses in operations and supply chain
management. His research interests are in quality assessment and improvement strategies
along the supply chain. His articles have appeared in numerous journals including Journal of
Business Logistics, Journal of Operations Management, Journal of Supply Chain Management,
Journal of Transportation, Production and Operations Management Journal, and Quality Man-
agement Journal. More information about Dr. Wisner can be found at his website:
www.scsv.nevada.edu/~wisnerj

G. Keong Leong is Professor and Chair of the Management Department in the College of
Business at the University of Nevada, Las Vegas. He received an undergraduate degree in
Mechanical Engineering from the University of Malaya and an MBA and PhD from the Uni-
versity of South Carolina. He was previously a member of the faculty at The Ohio State Uni-
versity and held a visiting position at Thunderbird, The American Graduate School of Inter-
national Management.

His articles appear in academic journals such as Decision Sciences, Journal of Operations
Management, Interfaces, Journal of Management, European Journal of Operational Research,
and International Journal of Production Research, among others. He has co-authored three
books including Operations Strategy: Focusing Competitive Excellence and Cases in Interna-
tional Management: A Focus on Emerging Markets and received research and teaching awards,
including an Educator of the Year award, from the Asian Chamber of Commerce in Las
Vegas. He has been actively involved with the Decision Sciences Institute, serving as Editor of
Decision Line, At-Large Vice President, Chair of the Innovative Education Committee, Chair
of the Doctoral Student Affairs Committee, and Manufacturing Management Track chair. In
addition, he served as Co-Chair of the Operations Management Doctoral Consortium and
Chair of the Professional Development Workshop, Operations Management Division of the
Academy of Management. Professor Leong is listed in Marquis Who’s Who in the World,
Who’s Who in America, and Who’s Who in American Education.

Keah-Choon Tan is Associate Professor of Operations Management at the University of
Nevada, Las Vegas. He received a BS degree and an MBA from the University of South Al-
abama, and his PhD in Production and Operations Management from Michigan State Uni-
versity. He is a Certified Purchasing Manager (C.P.M.) of the Institute for Supply Manage-
ment (ISM), and is certified in production and inventory management (CPIM) by the
American Production and Inventory Control Society (APICS). He has published numerous
articles in the areas of supply chain management, quality, and operations scheduling in a va-
riety of magazines and journals, including Decision Sciences, European Journal of Purchasing
and Supply Management, International Journal of Operations and Production Management,
International Journal of Production Research, Journal of Supply Chain Management, Omega,
and Quality Management Journal.

XXV



XXVi

About the Authors

Prior to academia, he was the hospital administrator of a specialist hospital and the ac-
count comptroller of a listed manufacturing firm. He has served as the Manufacturing Man-
agement co-track chair, and on the Doctoral Student Affairs Committee and Member Ser-
vices Committee for the Decision Sciences Institute, and as the Management and Operations
Research Track chair and facilitator for the 39th Mountain Plains Management Conference.
In addition, he served as the Supply Chain Management column editor for APICS Perfor-
mance Advantage. Dr. Tan has received numerous research awards and was voted Person of
the Year by the Western Colorado chapter of the ISM in 1997/98.



F—ER HMUEEEIE: ZR1R 1
F1E MUEBEIESID it 3
B BRI RAYERIEE e 29
F2E BT i i e 31
F3F HBUMBIEMIABIEZR oot 60
WA BB EE I TR B e eeaeen 86
ZEMBITFIZR ceeverenree e e 107
ETHES HUSEEARRIEEORR e 121
E5E TRMAMSHEITR., FRFEE e 123
FO6E SiTRIFNTEEEIR - o ovevererrieiriiiriiieie e 156
HET7E PWBEBEHBIZBRG oot 187
$£8E REEHE. #NHEEIHNANNESNELA
FEE IR - ooveeeniniirein et taere s ree e nenenes 206
ZZRUIHGT cveevenereeeien e 242
FBERSSY M EEIERAISEHEEIE e 271
FLOE FEHRBFEPBRITHE - -cvrrverrrrrrrrrrrracasarereceiiiececttiaseeiisisseons 273
F1I0F BFREBREEBIE ittt ittt e 309
I I e W D -5 | -5 - 334
F 12T PREMIBIEPIIT ----cvoeevvvvmomnnnnecrniitiiiteteettserareareanan. 362
N 396
FRHIyYy REETHEB R R RPIPITRIPRRES 407
FI3E B IBE G oottt i, 409
B4 E T RAIEETIIIE «ooevneemeeneenaeneraeriaee et eraaanaans 431
F15E RABUEE BRI coooeereerrrrmrerraneerriaereriieaarnaaaes 454

S 468




Brief Contents

Part 1
Part 2

Part 3

Part 4

Part 5

Supply Chain Management: An Overview 1

Chapter 1

Introduction to Supply Chain Management 3

Purchasing Issues in Supply Chain
Management 29

Chapter 2
Chapter 3

Chapter 4

Purchasing Management 31

Creating and Managing Supplier

Relationships 60

Strategic Sourcing for Successful Supply Chain
Management 86

Case Studies 107
Operations Issues in Supply Chain Management 121

Chapter 5

Chapter 6

Chapter 7
Chapter 8

Demand Forecasting and Coltaborative
Planning, Forecasting, and
Replenishment 123

Aggregate Planning and Inventory
Management 156

Enterprise Resource Planning Systems 187

Process Management: Just-in-Time and Total
Quality Management Issues in Supply Chain .
Management 206

Case Studies 242
Distribution Issues in Supply Chain Management 271

Chapter 9

Chapter 10
Chapter 11
Chapter 12

Domestic and International
Transportation 273

Customer Relationship Management 309
Facility Location Decisions 334
Service Response Logistics 362

Case Studies 396
Sustaining Competitive Advantage 407

Chapter 13
Chapter 14

Chapter 15

Supply Chain Process Integration 409
Performance Measurement Along the Supply
Chain 431

Looking to the Future of Supply Chain
Management 454

Case Studies 468



Contents

Preface

Part 1 supply Chain Management: An Overview 1

Chapter 1

Introduction to Supply Chain

Management 3
introduction 4
What Is Supply Chain Management? 5
Why Is Supply Chain Management Important? 9
The Origins of Supply Chain Management 10
Important Elements of Supply Chain
Management 12
Purchasing Elements 13
Operations Elements 14
Distribution Elements 15
Integration Elements 16
Future Trends in Supply Chain Management 17
Expanding the Supply Chain 18
Increasing Supply Chain Responsiveness 19
The Greening of Supply Chains 19
Reducing Supply Chain Costs 20
Summary 21
Key Terms 21
Discussion Questions 21
Internet Questions 22
Appendix 1.1: The Beer Game 24

Part 2 Purchasing Issues in Supply Chain
Management 29

Chapter 2

Purchasing Management 31
Introduction 32
The Role of Purchasing in an Organization 33
The Purchasing Process 34
The Manual Purchasing System 34
Electronic Procurement Systems
(e-Procurement) 39
Small Value Purchase Orders 42
Sourcing Decisions: The Make-or-Buy Decision 43
Reasons for Buying or Outsourcing 44
Reasons for Making 44
The Make-or-Buy Break-Even Analysis 45
Roles of Supply Base 46
Supplier Selection 47
How Many Suppliers to Use 48
Reasons Favoring a Single Supplier 48
Reasons Favoring More than One Supplier 49

xi



