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PREFACE

This book is targeted toward an academic as well as a practitioner audience. On the academic side, it should be appropriate
for MBA students, enginecring master’s students, and senior undergraduate students interested in supply chain manage-
ment and logistics. Il should also serve as a suitable reference for both concepts as well as providing a methodology for

l“ulL-[“inllt_‘I'.‘G in consulting and industry.

NEW TO THIS EDITION

The sixth edition has focused on allowing students to learn more as they study with the book. We have tightened the link between
examples in the book and associated spreadsheets and have added exercises and cases in several chapters. We have also added
changes based on specific reviewer feedback that we believe significanily improve the book and its use by faculty and students.

» We have added several new mini-cases throughout the book. New cases appear in Chapters 2, 8, 9, |1, 13, 14, and 16.
Information in other cases has been updated to be current.

« In Chapter 11, we have added several new exercises as well as a mini-case.

« In Chapter 12, we have added several new exercises.

« In Chapter 13, we have tried to make the flow of material easier to follow. Given the more advanced concepts, we have
tightened the linkage to the associated spreadsheets. We have also added a mini-case.

« In Chapter 14, we have added discussion of the Mumbai dabbawalas, a responsive distribution network. We have tight-
ened the linkage of examples to associated spreadsheets and added a couple of mini-cases.

o Chapter 15 has had a very significant revision, with an enhanced discussion of successful third parties as well as the
impact of incentives and the sharing of risk and reward in the supply chain.

 Chapter L6 has a new mini-case.

« Information Technology in a Supply Chain has been updated and placed online at www.pearsoned.co.in/SunilChopra.

» Chapter 17, on sustainability, has been further developed, with a new section related to the pricing of sustainability.

« We have continued to add current examples throughout the book, with a particular focus on bringing in more global
examples.

The goal of this class was not only to cover high-level supply chain strategy and concepts, but also to give students
a solid understanding of the analytical tools necessary to solve supply chain problems. With this class goal in mind, our
objective was to create a book that would develop an understanding of the following key areas and their interrelationships:

* The strategic role of a supply chain
+ The key strategic drivers of supply chain performance
* Analytic methodologies for supply chain analysis

Our first objective in this book is for the reader to learn the strategic importance of good supply chain design, planning,
and operation for every firm. The reader will be able to understand how good supply chain management can be a competi-
tive advantage, whereas weaknesses in the supply chain can hurt the performance of a firm. We use many examples to
illustrate this idea and develop a framework for supply chain strategy.

Within the strategic framework, we identify facilities, inventory, transportation, information, sourcing, and pric-
ing as the key drivers of supply chain performance. Our second goal in the book is to convey how these drivers may be
used on conceptual and practical levels during supply chain design, planning, and operation to improve performance.
We have presented a variety of cases that can be used to illustrate how a company uses various drivers to improve sup-
bly chain performance. For each driver of supply chain performance, our goal is to provide readers with practical
managerial levers and concepts that may be used to improve supply chain performance.

Using these managerial levers requires knowledge of analytic methodologies for supply chain analysis. Our third
8oal is to give the reader an understanding of these methodologies. Every methodological discussion is illustrated with its
application in Excel. In this discussion, we also stress the managerial context in which the methodology is used and the
Managerial levers for improvement that it supports.

The strategic frameworks and concepts discussed in the book are tied together through a variety of examples that
show how g combination of concepts is needed to achieve significant increases in performance.
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ONLINE SUPPLEMENTS

Instructors can easily register to gain access to a variety of instructor resources available with this text in downloadable
format.
The following supplements are available with this text:

¢ Instructor’s Solutions Manual

e Test Bank

* TestGen® Computerized Test Bank

¢ PowerPoint Presentations

Chapter A: Information Technology in a Supply Chain is available online for students.

Sunil Chopra

Kellogg School of Management, Northwestern University

Peter Meindl
Kepos Capital

This edition of the book, retains as its principal focus , the linking of general theory of supply chain management and the
practical experiences of businesses in the developed world with the ground realities in India, one of the world’s fastest
growing economies. This has helped produce a text with lessons of equal value for students of the subject across the globe.

The march of international trade towards ever-increasing spatial dispersion at both the supply and the demand ends
has been inexorable. In the process, it has embraced not only economies at different levels of development but also
diverse sociopolitical environments. This makes it imperative for the study of supply chain management to take a note
of the challenges that such diversities throw up, and also the solutions that are emerging under the relentless competi-
tive pressures to which present-day businesses are exposed.

The digital revolution is perhaps the most challenging and game-changing development affecting the business
world. It has dawned on India at a time when its traditional supply chains are in a flux. This has added a new dimension
to the transformation process, making it a fit case for lessons in the ongoing evolutionary process. An attempt has been
made in this edition of the book to document the impact of this revolution as it unfolds.

Rooted in the Indian ethos, the case studies and examples added to this book present a different perspective, thus
making the text multidimensional and enhancing its practical utility for a wider readership.

Dharam Vir Kalra
Guest Faculty

Indian Institute of Management Rohtak
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562 Chapter 17 « Sustainability and the Supply Chain

service providers and their customers to monitor and
control many business processes through Internet inter-
faces. Some of our experts also see opportunities for cli-
ent intervention in the logistics process stemming from
the so-called “Ubiquitous computing” being an impor-
tant part of real-time control and of the entire logistics
future. Supply Chain design, including the location of
production sites, will need to take energy and emission
costs related to logistics processes into account. There
will be no reverse globalization, but many supply net-
works will be established at regional level. Unfortu-
nately it won’t result in supply chains that are resistant
to external shocks. Implementing an existing plan is
generally far more effective than scrambling to react to
a crisis, so devising scenarios around various contingen-
cies makes good sense. Transportation costs will be a
predominant criterion in determining where to set up
production sites, and the minimisation of energy con-
sumption will be a paramount criterion in overall supply
chain design, rather than cost efficiency and speed.
These trends will not result in purely local supply
chains, but one point seems clear—most companies will
look to reduce energy consumption and the cost thereof.
Logistics service providers will need to balance energy
efficiency together with speed to support supply chains
which take into account both factors, as well as other
cost concerns such as access to raw materials and labor.
Logistics service providers should observe how the
sourcing strategies of manufacturing companies evolve
over the years. Whatever strategies manufacturers use to
manage their sourcing costs, it is clear that improving
efficiency and reducing the cost of global sourcing by
reconsidering the location of production sites—whether
from emerging markets like China, Vietnam or Central
and Eastern Europe or developed markets—will be a
key challenge to achieving global competitiveness in the
future.

Broadening the Perspective

Interviews from two of the sector’s top CEOs suggest
some of the ways today’s executives are already thinking
about increasing sustainability to prepare for the future.

Both interviews highlight the importance of the

; el role
collaboration, be it with governments. or ok

- | with CUstom-
ers, 10 achieve environmental goals. Harry Hohme;
3 ister,

CEO of SWISS explains how his company is doing thyej
pari to reduce carbon emissions, for example by HDclfnr
ing their fleet of aircraft. He calls for :_[u\,-'u|'n|-!k-|.ll.\; i :T
their part as well in ensuring that the aviation imluxn,y'iol
able to [y as efficiently as possible. CHEP EMEA's ']‘(,,;
Gorman discusses how his company collaborates

; S et With

customers, for example by offering Total Pallet Manag
; & dnage-

ment on premises (o reduce transportation costs and th
e

carbon footprint, helping them achieve greater sustain-
ability. The report also includes a section “extreme sce.
narios” where we encourage a broader perspective by
showcasing how two of these areas (the oil price angd
consumer buying behaviour) may interact in four possi-
ble visions of the future. And what is in it for transporta-
tion & logistics operators? Some 20 promising future
opportunities for transportation and logistics operators
have been identified and showcased in our “opportunity
radar” based on the findings of the Delphi survey.

Prospects

Logistics companies should bear in mind for the years to
come that logistics networks will change, sometimes
dramatically, as their environments change. Climate
change and CO, emissions will continue to gain urgency
and consumers are likely to make more sustainable pur-
chase decisions. New ways of doing business such as co-
opetition and bundling co-operations will help increase
efficiency, and completely new areas of operation such
as fabbing supply chains may emerge. These develop-
ments offer new opportunities for logistics companies
that are informed about upcoming events and flexible
enough to adapt their businesses accordingly. Scenario
planning and management strategies may provide an
edge in keeping one step ahead of the pack as the world
in general, and the T&L industry along with it, meet the
challenges of the future.*

*Text reproduced with permission from Price Waterhouse Coopers
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