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Abstract 

In recent years, SCM has become major component of competitive strategy to enhance organizational productivity. Despite the 

extensive research carried out in SCM throughout the world, SCM practices have not yet been very well-adopted in developing 

countries like India.SCM encompasses all activities involved in the transformation of goods from the raw material stage to the 

final stage when the goods and services reach to the end customer. Literature refers that some of the supply chain solution are 

there for manufacturing sectors and small & medium scale industries (SMEs) and that also much more ineffective and partially 

implemented. A vibrant capital goods industry is a pre-requisite of the manufacturing activities of any company. Presently these 

kinds of industries are facing problems like greater uncertainty in demand, shorter product life cycles, greater demand for mass 

customization and high intensity of competition. Since these industries posses business to business (B2B) supply chain which 

differs from business to customer (B2C) and customer to customer (C2C) supply chains. This research paper presents some of 

the important supply chain drivers for Capital & Industrial goods manufacturing (C&I GM) industries. Here general drivers like 

production, inventory, transportation, location and information were viewed in context of business to business (B2B) supply 

chain management. An attempt has been made to discuss specific issues pertaining to Capital & Industrial Goods manufacturing 

industries(C&I GM). As a result Uncertainty in demand pattern was identified as a major problem which affects on other drivers 

like production; inventory and information subsequently. Problem areas for improvement purpose were summarized from 

literature review. As well as Probable potential approaches for solutions are also suggested by author in order to enhance 

prospects for C& I GM Industries.   
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________________________________________________________________________________________________________ 

I. INTRODUCTION 

Fierce competition in today’s global markets, the introduction of products with Shorter life cycles, and the heightened 

expectations of customers have forced business enterprises to invest in, and focus attention on, their supply chains. In recent 

years SCM has become major component of competitive strategy to enhance organizational productivity. Supply Chain 

Management is a set of approaches utilized to efficiently integrate suppliers, manufacturers, warehouses and stores so that 

merchandise is produced and distributed at the right time, in order to minimize system wide costs while satisfying service level 

requirements. (1) Various researchers and supply chain professionals had given various definitions. 

II. RESEARCH GAP 

However, despite the is increased attention paid to SCM, the literature not much more guidance to help the practice of SCM (15 

Omega).As the globalization has eliminated barriers between countries; the competitiveness among industries has been 

increased. Now-a-days Industries does not compete but their supply chains do. A highly responsive and efficient supply chain 

improves productivity as it is the demand of today’s world. Here Authors focusing on Capital and Industrial Goods 

Manufacturing Industries (C&I GM) which is majorly machine tools industries serves as a backbone of manufacturing sector. 

III. IDENTIFICATION OF SUPPLY CHAIN DRIVERS 

 

Here FIVE major supply chain drivers are identified as well as they are reviewed with respect to C & I G M Industries. 
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 Production: A.

What products does the market want? How much of which products should be produced and by when? This activity includes the 

creation of master production schedules that take into account plant capacities, workload balancing, quality control, and 

equipment maintenance. Here manufacturing refers the trade-offs between responsiveness and efficiency.  

 Inventory: B.

What inventory should be stocked at each stage in a supply chain? How much inventory should be held as raw materials, semi 

finished, or finished goods? The primary purpose of inventory is to act as a buffer against uncertainty in the supply chain. 

However, holding inventory can be expensive, so what are the optimal inventory levels and reorder points? Inventory is spread 

throughout the supply chain and includes everything from raw material to work in process to finished goods that are held by the 

manufacturers, distributors, and retailers in a supply chain. Again, managers must decide where they want to position themselves 

in the trade-off between responsiveness and efficiency. Holding large amounts of inventory allows a company or an entire supply 

chain to be very responsive to fluctuations in customer demand. However, the creation and storage of inventory is a cost and to 

achieve high levels of efficiency, the cost of inventory should be kept as low as possible. 

 Location: C.

Where should facilities for production and inventory storage be located? Where are the most cost efficient locations for 

production and for storage of inventory? Should existing facilities be used or new ones built? Once these decisions are made they 

determine the possible paths available for product to flow through for delivery to the final consumer. The responsiveness versus 

efficiency trade-off here is the decision whether to centralize activities in fewer locations to gain economies of scale and 

efficiency, or to decentralize activities in many locations close to customers and suppliers in order for operations to be more 

responsive. 

 Transportation: D.

How should inventory be moved from one supply chain location to another? Air freight and truck delivery are generally fast and 

reliable but they are expensive. Shipping by sea or rail is much less expensive but usually involves longer transit times and more 

uncertainty. This uncertainty must be compensated for by stocking higher levels of inventory. When is it better to use which 

mode of transportation? By using fast transportation service we can increase responsiveness but efficiency becomes low due to 

costlier transportation and more chances of damage. (Sunil Chopra & Meindl,2007) 

 Information: E.

How much data should be collected and how much information should be shared? Timely and accurate information holds the 

promise of better coordination and better decision making. With good information, people can make effective decisions about 

what to produce and how much, about where to locate Inventory and how best to transport it. The basic function of this driver is 

to co-ordinate daily activities related to the functioning of the other four supply chain drivers: production; inventory; location; 

and transportation. The companies in a supply chain use available data on product supply and demand to decide on weekly 

production schedules, inventory levels, transportation routes, and stocking locations. Thus Information provides customer taste to 

supplier that leads supplier’s responsiveness and efficiency because supplier forecasts customer demand and only supplies 

required product. (Sunil Chopra & Meindl, 2007) 

IV. SPECIFIC ISSUES OF C & GM INDUSTRIES SUPPLY CHAINS 

 Unpredictable Demand: A.

The demand pattern of these types of industries is highly unpredictable. It can’t be forecasted with latest forecasting software. 

Major demand starts with the establishment of new plant or workshop. A machine tool manufacturing is essentially a Build to 

order (BTO) or Make to order (MTO) type of industries which essentially follows a Pull type supply chains. However clear cut 

boundaries should be identified in which component one has to go Push and in which component one has to go Pull supply 

chain. A machine tool manufacturer’s potential demand may be newly establishing plants, special economic zones (SEZ), 

Automobile hub, Extension or Renovation of existing plants and equipments. 
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 Plant Layout: B.

Plant Layout of newly establishing industry playing a major role in demand pattern of any C & GM Industry. If the newly 

establishing industry has a product type layout, the number, type and sequence of machines solely depends on manufacturing 

sequence. Here Pull type supply chain will be more suitable. If the newly establishing industry has a process type layout explicit 

demand in terms of quantity and type of machine tool can be identified. A push type of supply chain will work here. However in 

Cellular Layout or Combination Layout for demand identification there must be a push-pull boundary. 

 Design for Logistic (DFL): C.

Specially Designed Logistic System is necessary for transporting bulk and heavy machine tools. Air transport will be only useful 

for small and handy equipment which needs urgent based requirement. Thus transportation cost and time also plays very 

important role.  

 Demand of Attachments and Accessories: D.

However demand pattern of small attachment and various accessories can be identified much more definitely once the order of 

machine tool is confirmed. 

 B2B Supply Chain: E.

The supply chain identified here is business to business (B2B) which is quite different from business to customer (B2C) and 

customer to customer (C2C).Here the end customers are businessman which makes all the differences. 

V. PROBABLE POTENTIAL APPROACH FOR SOLUTION 

Here author has developed potential framework keeping in mind productivity is one of the paradigm. While viewing problems of 

C& IGM Industries are categorized from 1 to 9, while the main focus is given on Total Cost of Supply Chain and Inventory cost. 

As shown in framework improved demand information through vital information sharing and improved delivery performance 

through faster and accurate delivery increases output per hour. Currency rate fluctuation affects a lot on total cost of supply chain 

as we had seen in last month the here in two components: Production L.T. and Demand & Supply L.T. Two Different 

components say holding cost and shortage cost can be controlled through centralized and decentralized safety stock policy. 

Uncertainty is also divided into two major parts like supply uncertainty and demand uncertainty which is having two major 

reasons: Machine Breakdown and Demand Fluctuation. The last parameter manufacturing time and cost also requires an 

attention. 
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