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Abstract

Supply Chain Management (SCM) stands for integrated planning, proceeding, coordination and control of material and information flows, i.e. production chain manegement from the raw material supplier to the custromer. Research has shown that the application of SCM, taking place between particular enterprises, enables the use of significant potentials for the purpose of rationalization. The paper presents the basics of the SCM concept, levels of planning and the procedure for its introduction.

1. INTRODUCTION

At the turn to third millennium world industry has found itself in probably the largest restructuring since the first industrial revolution. The progress is determined by two trends:

· dynamic progress of information and communication technologies which enabled the creation of new markets and redifinition of the entire professions,

· globalization of ecnonomy thanks to new purchasing and selling markets.

Such a progress forces enterprises to modify their production strategies. New competitors, greater changes in demand in the course of time in market stagnation present enormous cost pressure to many enterprises. In order to meet customers’ needs everywhere in the world the enterprise should increase its flexibility.

The main requirements put upon industry are the folowing:

1. Cost pressure:

· stagnant markets

· great changes in demand

· producers with cheap working labour

2. Economy globalisation:

· new selling markets (Asia/Eastern Europe)

· new purchasing markets

· new competitors

3. The third industrial revolution:

· new potentials obtained by the application of information and communication technologies,

· structural changes of the entire professions,

· new products and markets.

Nowadays, the main conditions for a successful enterprise are the following:

· the existence of products/ideas/services,

· the existence of the market,

· maximum fulfilment of customers’ requirements,

· minimum use of resources.

A long lasting success will be achieved only by the enterprises that will, besides the necessary optimalization of production process, identify and conquer new markets as well.

One of the possible conceptions for the survival in a turbulent world market is a chain cooperation among the producer, his suppliers and customers, according to the concept of Supply Chain Management.

2. THE BASICS OF SUPPLY CHAIN MANAGEMENT

Supply Chain Management (SCM) contains process-oriented integration of planning, proceeding, coordination and control of material and information flows in a one-stage or multi-stage supplier chain in the area of planning, purchasing, production and distribution.

The basic idea of SCM is a further development of supply logic. Classical supply management is engaged in optimizing material and information flows in a particular enterprise while SCM is focused on the entire integration of all partner in a supply chain. The aim of SCM is to reduce costs in the entire production process, from raw materials purchasing to the delivery to the final customer, optimizing all partners in a chain. The partners in a supply chain can be departments of either one enterprise or single enterprise.

So far a number of SCM initiatives have been taken, SCOR being the most important of them. It represents a new generation of SCM systems. “Supply Chain Operation Reference” (SCOR) was founded in the USA in 1996, by Supply Chian Council (SCC), as an independent organization (Web pages http://www.supply-chain.org). It uses SCM systems and further improves them. The SCOR model is a significant auxiliary device, which standardizes cooperation processes among several enterprizes and makes them transparent. The main aim of the SCOR initiative is business process modeling, which takes place between more enterprises in a Supply Chain, so that SCM could be realized. The processes are comparable by process reference model. The SCOR model consists of four fundamental processes: PLAN, SOURCE, MAKE i DELIVER, which are interlinked in a chain (fig. 1.). The figure shows the interconnection in the chain between supplier, producer and distributor in order to achieve the common optimum with reference to costs, delivery time, delivery amount and inventories.

According to the definition SCM contains the following potentials:

· supplier service improvement,

· net inventories reduction,

· shortening of the entire production cycle,

· enhancement of predicting accuracy,

· raise in productivity,

· lower costs for purchasing, production and distribution in the chain.

By the application of the SCM concept it is possible to reduce inventories up to 60%, shorten the production cycle up to 50%, increase profit up to 30% and total costs up to 25%. Thus, for example, Coca Cola Company, upon having introduced SCM and used potentials for rationalization, has achieved 3,5% increase in profit in the European market [1].
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Fig. 1. The basic of the SCOR reference model (Top-Level) [2]
3. LEVEL OF PLANNING IN SCM

With regard to the planned horizont and planning objects, global and local planned assignements within SCM are devided into three time and logic levels:

· Strategy level. The main task of the strategic level of planning is to define the enterprise strategy by shaping an optimal configurational production and supply network among more enterprises. On the basis of alternative configurations, an optimal solution is chosen by a simulation with reference to given criteria. Distribution channels, from the raw material supplier to the selling market, are being analysed in this phase. This is done on the basis of the annual planned quantity, production quantity and the situation on the stock. The aim of shaping is to get a deliverer’s real supply chain with reference to all relevants limits.

· Tactical level. Based on the data obtained on the strategic level, particular members of production network, with reference to long-term production and transport plans, are defined in this phase. The aim of planning is to synchronize medium-term and log-term planning programme with reference to capacities and terms (between 3 and 6 months). Input data for this planning are necessary information on the Supply Chain structure, selling predictions and customers’ needs. Rough planning of purchasing, production and distribution is done on the basis of input data. Planning is done by means of simulation of different alternatives with reference to resource, costs and delivery times.

· Operational level. Operational realization of the set programmes takes place through production planning and control (PPC). The existing PPC organizational structures can be used to realize SCM, but they have to be extended in dependence on the exterior partner. It is indispensiable to ensure quick exchange of information between the supplier and the customer so that a quick reaction to the unplanned events (e.g. disturbances, short-term special orders and others) can be provided. Typical planned functions at the operational level are detailed scheduling (on the basis of plans at the tactical level) and controlling of orders, warehouse and transport).

Planned assignments with regard to the planned period are presented in fig. 2. while Table 1. shows the basic functions at each planning level.

An important aspect of SCM is the development of SCM planned systems. Present common standard software for planning and control (Enterprise Resource Planning, ERP-System) most frequently plan structures and flows only within one enterprise. Complex supply and production networks cannot be considered by these softwares. Recently, numerous software houses have been trying to develop new softwares that would support cooperation and coordination within a networked enterprise. The existing as well as new software firms today offer in the market the so-called Advanced Planning System which enables all planning, managing and controlling within SCM.
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Fig. 2. Planned assignments with regard to the planned period

Table 1. Basic functions at each level of planning

	Level
	Description
	Functions

	Strategic
	Configuration of production and supply structures
	· strategy defining

· supplier chain shaping

· elements shaping in a supplier chain (warehouse, production, transport)

	Tactical
	Planning inventories, material and capacity flow
	· selling plannig

· distribution planning

· master planning

· production planning

· inventory planning

· transport planning

	Operational
	Disposing work orders and feedback collection


	· detailed scheduling

· controlling of orders, warehouse, transport, inventories


4. SCM INTRODUCTION PROCEDURE

For a successful SCM project to take place it is indispensable for all cooperation partners in a supply chain to change their basic assumptions. The greatest changes take place in the area of production process organization, while organization structure changes are of minor importance. The fundamental change is the transition from a functional organization towards a process-oriented organization.When a SCM solution is to be applied the existing situation has be to be analyzed, step by step. Upon the analysis of the existent situation there follows the definition of the target structure and the realization of the set aims. The SCM introduction procedure is shown in fig. 3.
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Fig. 3. Procedure of SCM concept introduction [3]
Parallel to the organizational changes it is necessary to set up the education concept, and, based on it, curry out the stuff education. Professional stuff that accepts new concept is necessary for a successful SCM project to take place.

5. CONCLUSION

According to the Benchmarking partners research the introduction of SCM in BASF, BMW, Nokia, Novartis and Wal Mart enterprises resulted with the following [4]:

· inventories reduction for 35%,

· transport  costs reduction for 25%,

· production cycle reduction for 65%,

· delivery time reduction for 57%.

The median of Return on Investment time was 12 months.

With regard to the trend of development supplier chains between enterprises at different locations, today in Europe, and particulary in the USA, interenterprises networking is getting higher and higher. In the USA there are already well known examples of networking among several enterprises (e.g. tradework chain Wal Mart). The above mentioned potentials that are at disposal to those who introduce SCM should be used in Craotian enterprises in the future. In order to realise this it is necessary to network enterprises in a particular region and to connect them, for the purpose of knowledge transfer, with science and research institutions. An important role in this network should be played by state institutions (Economy chambers, county and town government etc.) that should decide upon the development strategy and initiative projects for faster transfer to market economy and entering European integrations.
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