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Gandhiji’s Talisman

I will give you a talisman. Whenever
you are in doubt or when the self
becomes too much with you, apply the
following test:

Recall the face of the poorest and
the weaKest man whom you may have
seen and ask yourself if the step you
contemplate is going to be of any use
to him. Will he gain anything by it?
Will it restore him to a control over
his own life and destiny? In other
words, will it lead to Swaraj for the
hungry and spiritually starving
millions? ,

Then you will find your doubts and
your self melting away.
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FOREWORD

The National Education Policy (NEP) 2020 envisions an education system that
is deeply rooted in India's cultural heritage and achievements, while also
preparing students to effectively engage with the challenges and opportunities
of the 21st century. This aspirational vision is built upon the National
Curriculum Framework for School Education (NCF-SE) 2023, which outlines
a comprehensive approach to education across various stages. In the early
stages, the NCF-SE 2023 fosters the holistic development of students by
focusing on the five dimensions of human existence, known as the
panchakoshas, creating a solid foundation for further learning.

High-quality vocational textbooks play a vital role in bridging practical skills
and theoretical knowledge. These textbooks must balance direct instruction
with opportunities for hands-on experience, helping students to apply what
they learn in real-life settings. The National Council of Educational Research
and Training (NCERT) is providing such high-quality teaching-learning
resources. A team of experts, educators, and practitioners have collaborated
to develop these vocational textbooks to ensure students are well-prepared for
the demands of their chosen fields.

The Supply Chain Executive — Logistics textbook for Grade XI provides
students with essential knowledge and practical skills to efficiently support
supply chain and logistics operations. It covers the roles and responsibilities
of a Supply Chain Executive, including inventory handling, warehouse
coordination, order processing, documentation, transportation support, and
maintaining smooth material flow across the supply chain. Students will also
develop the ability to manage communication with vendors, customers, and
internal teams while ensuring timely and accurate operations.

In addition to technical expertise, the textbook promotes values such as
integrity, accuracy, accountability, teamwork, time management, problem-
solving, and professional communication. It encourages learners to enhance
their skills through industry reports, digital learning modules, case studies,
and internships. With proper guidance, students will be ready to apply their
learning in real-world logistics and supply chain roles and progress further in
the logistics sector. I thank all contributors to this vocational textbook and
welcome constructive feedback for future improvement.

DINESH PRASAD SAKLNI
Director
National Council of Educational Research and Training

New Delhi
March 2026



ABOUT THE MODULE

The Supply Chain Executive module is a thorough tool created to get pupils
ready for the crucial position of overseeing and assisting supply chain
operations in contemporary businesses. The efficient movement of goods,
data, and services from suppliers to consumers is largely dependent on supply
chain executives. Procurement support, inventory management, vendor
coordination, order processing, logistics monitoring, and precise record-
keeping in enterprise systems are among the tasks they are in charge of. The
textbook places a strong emphasis on developing professional abilities in
problem-solving, planning, coordination, documentation, and the efficient use
of digital tools while guaranteeing adherence to operational standards and
organizational policies.

The National Occupational Standards (NOSs) and the module content have
been carefully matched to guarantee that students have the information,
abilities, and competences needed for the position of supply chain executive.
The module, which was created with feedback from academics and industry
professionals, satisfies the performance requirements listed in the
Qualification Packs (QPs) for the Supply Chain Executive position by
combining theoretical ideas with real-world applications.

Supporting procurement activities, coordinating with suppliers and internal
departments, keeping inventory records, helping with logistics and
distribution operations, guaranteeing accurate documentation, and assisting
in effective supply chain coordination within the company are some of the key
NOSs covered. The student module is a useful and beneficial teaching-
learning tool for vocational students because it was created with the help of
subject matter experts and business people. To ensure that students acquire
job-relevant competences in accordance with the specified performance
requirements, sufficient care has been made to link the curriculum with the
NOSs for the function of Supply Chain Executive. To guarantee quality,
applicability, and conformity with NOSs, the textbook has also been subjected
to professional assessment.

The NOSs for the job role of Supply Chain Executive covered through this
module are as follows:

1. LSC/N3301: Conduct day to day Procurement activities
2. LSC/N3302: Perform inventory analysis

3. LSC/N3303: Perform in-plant warehouse data entry and analysis using
ERP

4. LSC/N3304: Vendor Development



The module for Supply Chain Executive is structured to comprehensively
cover the essential aspects of the role, ensuring a balanced blend of theory
and practice. It is divided into five modules, each addressing critical areas
such as procurement processes, inventory control, logistics coordination,
workplace safety, and teamwork, thereby preparing students for effective
performance in supply chain and logistics operations across various
industries.

Punnam Veeraiah

Professor and Head

Department of Business and Commerce
PSSCIVE, Bhopal
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MODULE 1: INTRODUCTION TO SUPPLY CHAIN
EXECUTIVE

A Supply Chain Executive plays a critical role in ensuring that Services and
products more efficiently from suppliers to end customers. Tasked with
overseeing the entire supply chain process from production and procurement
to distribution and logistics this executive ensures seamless operations, cost-
effectiveness, and high customer satisfaction.

With a strategic mindset and operational expertise, a Supply Chain Executive
implements and develops supply chain strategies that align with overall
business goals. Their responsibilities often include demand forecasting,
supplier relationship management, inventory management, and supply chain
optimization through data analytics and technology.

In today’s complex and globalized market, a Supply Chain Executive must
also navigate challenges such as supply disruptions, compliance regulatory,
sustainability goals, and geopolitical risks. Strong leadership, cross-
functional collaboration, and continuous improvement are key attributes that
drive excellence in this role.

This module focuses on Introduction to Supply Chain Executive. The first
session covers the components of the supply chain. The second session deals
with the Job description of supply chain executive. The third session focuses
on the functions in plant and yard operations, and the last session deals with
the perform workplace tasks.



SESSION 1: COMPONENTS OF THE SUPPLY CHAIN

Supply Chain Management (SCM) refers to the coordination and management
of the flow of goods, information, and finances as a product or service moves
from suppliers to manufacturers to wholesalers to retailers to consumers.

MEANING OF SCM

Supply Chain Management is the integrated planning and execution of
processes required to optimize the flow of materials, information, and capital
across the supply chain. It includes demand planning, sourcing, production,
inventory management, logistics, and customer service.

COMPONENTS OF SCM

1. Planning: Forecasting demand and planning resources accordingly.

a & 0N

Sourcing: Selecting suppliers and managing supplier relationships.
Manufacturing: Transforming raw materials into finished goods.
Logistics: Managing transportation and warehousing.

Returns: Handling defective or excess products. (Fig 1.1)

COMPONENTS OF SCM
o1 N P 03 . P 05
Planning 02 Manufacturing 04 Returns
Sourcing Logistics

Fig.1.1 Components of SCM

Objectives of SCM

Improve efficiency and reduce waste
Minimize costs and maximize profits
Enhance customer satisfaction

Increase responsiveness to market demands
Ensure timely delivery of products

2



Types of Flows in a Supply Chain
1. Material Flow: Physical movement of products.
2. Information Flow: Data shared between supply chain partners.

3. Financial Flow: Credit terms, payment schedules, and consignment
arrangements.

Importance of SCM
« Competitive advantage through better customer service
e Cost reduction via streamlined operations
e Resilience in managing risks and disruptions
o Integration of modern technologies like Al, IoT, and block chain
Challenges in SCM
e Globalization and extended supply chains
e Supply chain disruptions (natural disasters, pandemics)
e Demand variability
e Regulatory compliance
e Sustainability and environmental concerns
Emerging Trends
o Digital supply chains
e Sustainability and green logistics
e Real-time analytics and Al
e Automation and robotics
e Block chain for transparency and traceability
Sourcing in Supply Chain Management

Sourcing in supply chain management involves finding the right suppliers for
services and goods, ensuring they meet cost requirements and quality while
maintaining a smooth supply chain. It's a crucial first step in ensuring a
company can effectively operate, from purchasing raw materials to negotiating
contracts and evaluating supplier performance.

1. Supplier Selection: Sourcing involves identifying and selecting
suppliers that can provide the necessary components, materials, or
services.

2. Negotiation and Contract: Once suppliers are identified, the sourcing
process includes negotiating terms, contracts, and prices to ensure
favourable conditions for the buyer.

3



3.

Supplier Relationship Management: Building and maintaining
strong relationships with suppliers is essential for ensuring long-term
availability, cost-effectiveness, and quality.

. Risk Management: Sourcing decisions also involve assessing and

managing risks related to supply chain disruptions, quality issues, or
supplier failure.

. Global Sourcing: In some cases, sourcing may involve looking for

suppliers internationally to take advantage of lower costs, specialized
expertise, or to diversify the supply chain.

Benefits of Effective Sourcing

1.

2.

Cost Savings: Finding the right suppliers can lead to get significant
cost reductions, improving profitability.

Improved Quality: By carefully evaluating supplier capabilities,
companies can ensure the quality of services and goods meets their
requirements.

. Supply Chain Stability: Having a reliable and stable supply chain is

crucial for meeting customer demand and avoiding disruptions.

. Competitive Advantage: Effective sourcing can allow companies to

offer services or products at competitive prices or with superior
quality, giving them a competitive edge in the market. (Fig 1.2)

BENEFITS OF EFFECTIVE SOURCING

Improved Qua“ty
Supply Chain
Stability

Fig.1.2 Benefits of Effective Sourcing

Key Components of the Logistic Sector

The methodical process of organizing, carrying out, and managing the
effective movement and storage of products, services, and associated data
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from the point of origin to the site of consumption is known as logistics. It
guarantees that the appropriate product is delivered at the appropriate time,
location, amount, and condition, and at the appropriate price.
Transportation, warehousing, inventory control, order processing, packaging,
and distribution are common logistics tasks. The key components of the
logistics sector are as under:

1. Transportation Modes: The transportation modes are classified into five
categories which are as under:

a) Road: In India, road transportation accounts for around 66% of all
freight movement in ton-kilometers. It is best suited for short to
medium distances and provides door-to-door communication.

b) Rail: Approximately 31% of the nation's freight transportation is
handled by railroads. Particularly for bulk and long-distance cargo, the
implementation of Dedicated Freight Corridors (DFCs) has greatly
increased capacity, speed, and efficiency.

c) Waterways: Large-scale cargo transit is supported by India's vast
coastline and system of inland canals. Waterways are a cost-effective
means to transport bulk commodities because major ports handle a
significant portion of global trade.

d) Air: Due to its speed and dependability, air transport is essential for
high-value, perishable, and time-sensitive items, even though it
accounts for the smallest portion of freight volume.

e) Pipeline Transport: Transporting liquids and gases, including natural
gas, petroleum products, and crude oil, is the primary function of
pipelines. This mode is safe, cost-effective, and appropriate for log-
distance continuous travel.

2. Warehousing and Infrastructure: The warehousing market is expanding,
with companies investing in facilities to meet rising demand. Issues like
inefficient fleet mix, underdeveloped material handling infrastructure, and
regulatory bottlenecks contribute to high logistics costs.

3. Inventory Control: Inventory control refers to the systematic
management of stock levels to ensure that the right quantity of goods is
available at the right time while minimizing costs and avoiding
overstocking or stock outs. It involves tracking inventory, forecasting
demand, setting reorder levels, and using techniques such as FIFO (First-
In, First-Out) or JIT (Just-in-Time). Effective inventory control enhances
operational efficiency, reduces wastage, improves customer satisfaction,
and supports smooth production and supply chain activities.



4. Order Processing: Order processing is the procedure of receiving,
verifying, and fulfilling customer orders accurately and efficiently. It
includes steps such as order entry, validation, inventory checking,
payment processing, picking, packing, and shipping. A well-organized
order processing system ensures timely delivery, reduces errors, enhances
customer experience, and improves business credibility. Automation and
digital systems play a key role in streamlining order processing in modern
organizations.

5. Packaging: Packaging involves designing and enclosing products to
protect them from damage during storage, handling, and transportation.
It also serves as a marketing tool by providing product information and
attracting customers through appealing design. Good packaging ensures
product safety, extends shelf life, facilitates easy handling, and complies
with regulatory standards. Sustainable and eco-friendly packaging
practices are increasingly important in modern supply chains.

6. Distribution: Distribution refers to the process of delivering finished goods
from manufacturers to end consumers through various channels such as
wholesalers, retailers, or direct delivery. It includes transportation,
warehousing, and logistics management to ensure timely and cost-effective
delivery. Efficient distribution systems help in expanding market reach,
maintaining product availability, reducing delivery time, and enhancing
overall customer satisfaction.

OVERVIEW OF LOGISTICS SUB-SECTORS

The logistics sector encompasses a wide range of activities related to the
storage goods and efficient movement. Key sub-sectors include warehousing,
land transportation, courier services and express, e-commerce logistics, port
terminals, air cargo operations, cold chain logistics, and inland waterways
and marine services. These sub-sectors are interconnected and contribute to
the overall efficiency of the supply chain (Fig. 1.1). Here's a more detailed look
at some of the major sub-sectors:



E-commerce
Logistics

Courier and
Express Services

Port Terminals and Air
Cargo Operations

Land Cold Chain
Transportation Logistics
OVERVIEW OF
LOGISTICS
s Inland Waterways
Warehousing } SUB-SECTORS and Marine Services

Fig.1.3: Overview of Logistics Sub-Sectors

Warehousing: This involves the packaging of goods and storage, including
inbound material management, inventory control, and outbound material
distribution. Warehousing is crucial for maintaining efficient inventory levels
and facilitating timely order fulfillment (Fig. 1.3).

CENTRAL WAREHOUSE

STORAGE RACKS STORAGE RACKS ‘

INVENTORY
INBOUND MATERIALS ELIIRES OUTBOUND GOODS

=]

EFFICIENT WAREHOUSING OPERATIONS

Receive - Store - Control - Distribute

Fig. 1.4: Central Warehouse

Land Transportation: This sub-sector focuses on the movement of goods via
rail and road. It includes consolidating freight, coordinating transport
networks, and managing the logistics of delivery. Road transport is a



dominant mode, but faces challenges

congestion (Fig. 1.4).

LAND TRANSPORTATION

This sub-sector focuses on the movement of goods via rail and road.

It includes idating freight,

and managing the logistics of delivery. Road transport is a
dominant mode, but faces challenges such as poor road

conditions and congestion.

Fig. 1.5:

Courier and Express Services:

such as poor road conditions

CONSOLIDATING COORDINATING MANAGING
FREIGHT TRANSPORT LOGISTICS OF
NETWORKS DELIVERY

DISTRIBUTION
CENTRE .

i —

CHALLENGES

Land Transportation

and

This sub-sector handles time-sensitive and

high-value consignments, often involving specialized handling and expedited

delivery (Fig. 1.5).
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Delivery Van
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Air Freight
International express ‘
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Time-critical delivery
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Tracking code
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Fig. 1.6: Courier and Express Services

E-commerce Logistics: With the growth of online retail industries, this sub-
sector focuses on the unique logistics challenges of e-commerce, including
last mile delivery, last-mile delivery, and last (Fig. 1.6).



ONLINE ORDER WAREHOUSE & TRANSPORTATION ~ LOCALSORTINGHUB  LAST MILE DELIVERY DELIVERED
FULFILLMENT

Fig. 1.7: E-commerce Logistics

Port Terminals and Air Cargo Operations: These sub-sectors manage the
flow of goods through airports and ports, handling, storage, and customs
clearance (Fig. 1.7).

Fig. 1.8: Port Terminals and Air Cargo Operations

Cold Chain Logistics: This specialized area deals with the transportation and
storage of temperature-sensitive goods, such as pharmaceuticals and food
products (Fig. 1.8).



COLD CHAIN LOGISTICS

TEMPERATURE-CONTROLLED PACKAGING TEMPERATURE-CONTROLLED MONITORING DELIVERY TO
STORAGE TRANSPORTATION THROUGHOUT THE JOURNEY END DESTINATION
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Fig. 1.9: Cold Chain Logistics

Inland Waterways and Marine Services: This sub-sector utilizes rivers,
coastal waterways, and canals for the movement of goods, offering a cost-
effective and potentially more sustainable transportation option (Fig. 1.9).

INLAND WATERWAYS p—
& MARINE SERVICES >~

—— ~
SUSTAINABLE
COST-EFFECTIVE TRANSPORTATION

N,
NN

SMARTER
GREENER
TRANSPORT

Fig. 1.10: Inland Waterways and Marine Services

These sub-sectors are constantly evolving, with advancements in technology,
changing consumer demands, and government initiatives impacting their
growth and operations. (Fig 1.10)
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CAREER PATHS AND JOB ROLES ACROSS THE LOGISTICS VALUE
CHAIN

The logistics value chain offers diverse career paths, including roles in supply
chain management, logistics, transportation, and procurement. These roles
span from entry-level positions like logistics coordinators and warehouse
specialists to management positions like supply chain managers and chain
manager. Here's a breakdown of career paths and job roles:

In the area of Supply Chain Management

Supply Chain Analyst: Analyzes supply chain data, find areas for
improvement, and develops strategies to optimize maximum performance.

Supply Chain Manager: Oversees the supply chain process, from sourcing
raw materials to delivering the finished product, ensuring efficiency and cost
effectiveness.

Director of Supply Chain: Leads and directs the supply chain strategy and
operations for a larger organization.

Chief Supply Chain Officer (CSCO):The highest-ranking executive
responsible for all aspects of the supply chain.

In the area of Logistics

Logistics Coordinator: Supports the movement of goods, distribution,
coordinating transportation, and warehousing.

Logistics Analyst: Analyzes all logistics data, identifies areas for
improvement, and develops solutions to optimize logistics processes.

Logistics Manager: Manages the day to day operations of logistics, including
planning, implementing, and monitoring the flow of goods.

Fleet Manager: Manages a company's fleet of vehicles, ensuring efficient and
cost-effective transportation.

Transportation Manager: Oversees the transportation of goods, carrier,
delivery management, and carrier selection.

Logistics Director: Leads and directs the overall logistics strategy and
operations.

Reverse Logistics Manager: Manages the process of returning goods to the
manufacturer or supplier.

In the area of Warehousing

Warehouse Specialist: Handles the storage and movement of goods within a
warehouse.
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Warehouse Manager: Manages all aspects of warehouse operations,
including staff management, inventory control, and order fulfillment.

Inventory Control Specialist: Manages inventory levels, tracks stock, and
ensures accurate inventory records.

In the area of Procurement

Procurement Manager: Manages the purchasing of goods and services for an
organization, negotiating with suppliers and managing purchase orders.

Commodity Specialist: Focuses on a specific category of services or goods
for procurement.

Global Sourcing Manager: Manages the sourcing of services and goods from
international suppliers.

In the area of Transportation

Transportation Analyst: Analyzes all transportation data, identifies areas
for improvement or correction, and develops strategies to optimize
transportation processes.

Transportation Planner: Develops transportation plans for the movement of
goods, considering key factors like cost, reliability, and speed.

Load Planner: Optimizes the loading of goods onto trucks and other vehicles,
maximizing space and ensuring safe transportation.

Other Roles

Operations Manager: Oversees business processes and activities, including
supply chain and logistics operations.

Project Manager: Manages projects related to logistics and supply chain,
ensuring they are completed on time and within budget.

Supply Chain Consultant: Provides expert advice to organizations on
improving their logistics processes and logistics processes

Sales Roles: Sales roles exist in various logistics and transportation
companies, selling logistics services to customers.

IT Roles: IT professionals are needed to support logistics and supply chain
functions, including developing and managing software and systems.

Career Progression

Entry level positions like logistics coordinators or warehouse specialists can
lead to management roles like logistics manager or warehouse manager. With
experience and further education, professionals can advance to senior
management positions like chief supply chain officer or supply chain
director. Specialization in areas like procurement, transportation, or

12



technology can also lead to leadership roles in those specific areas. The factors
influencing career paths:

e Educational background (Example degrees in logistics, supply chain
management, business administration).

o Experience in different areas of the logistics value chain.
e Industry-specific knowledge and skills.
e Aspirations and personal carrier goals.

PRACTICAL EXERCISES
Activity 1: Identify key components through flowcharts and diagrams.

Materials Required: Computer along with net service, projector notebook,
pen, Pencil.

Procedure:

1. Divide the students in groups.
Tell all the students the purpose of this activity.
Ask them to visit computer section.

Tell them What is the system/process for.

a ok L

Start by listing or outlining the major parts or stages of the system or
process you're trying to diagram. These are often like Inputs, processes,
Decisions, outputs.

6. Ask them to Choose the Right Type of Diagram like Flowchart, Data
Flow Diagram.

7. Ask them to Analyze for Key Components like look for recurrence of
components that appear repeatedly may be key.

8. Identify Decision Points Often critical to system logic.

9. Note Inputs/Outputs which are important for understanding
dependencies and data.

Activity 2: Classify logistics sub-sectors with industry examples.

Materials Required: Required Computer along with net service, projector
notebook, pen, and different image.

Procedure:
1. Divide the students in groups and ask them to visit nearby retail lab.
2. Involves the movement of goods via road, rail, sea, or air like DHL, UPS

3. Ask students to show the demo of Focuses on the physical storage of
goods before, during, or after transportation

13



7.
8.

. Student need to show the Inventory Management demo like Deals with

monitoring and controlling stock levels across the supply chain.

Ask them to act as an intermediary between shippers and carriers,
managing complex international shipments.

. Highlight the Outsourcing logistics operations like warehousing,

transportation, and fulfilment to an external provider.
Specially Focus on digital solutions to enhance logistics operations.

prepare a report and submit it to class teacher.

Activity 3: Demonstrate the career pathways in logistics.

Material Required: Pen/Pencil, notebook, keep one old item (Logistic items).

Procedure:

1.

Start with a Simple Introduction to all students like what is the
logistics, matter, tool etc.

. Show Career Pathway Diagram demo and use a visual flowchart, to sow

how we can use the visual flowchart to show in logistics can progress.

. Roles example. Give students cards with different logistics roles, tasks,

or departments. Match job roles with job descriptions or career paths.

Involved Career Talks or Guest Speaker and cover all the topic like What
they do day-to-day, how they got started, what students can do now to
prepare.

5. Should be demonstrate like My Logistics Career Map.

. Let students map out: A job they could start with, Skills they need,

where they want to be in 5-10 years.

Ask students to contain the demo of Q&A and Reflection, let students
ask questions and reflect like which role seems interesting to you, what
skills do you already have that could fit in logistics.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

Supply Chain Management involves the flow of goods, information, and
across the supply chain.

. The ratio of logistics costs to GDP in India is higher than that

of developed countries.

logistics deals with the transportation of temperature
sensitive goods.

14



4. In sourcing, and contract negotiation play a vital role in

5.

determining cost-effectiveness.

The Chain Officer is the top executive responsible for supply
chain operations.

B. Multiple Choice Questions

1.

Which of the following is NOT a type of flow in the supply chain?
a) Material Flow

b) Information Flow

c) Credit Card Flow

d) Financial Flow

. What percentage of India’s freight is transported by road?

a) 25%
b) 66%
c) 40%
d) 85%

. Which of these is a key benefit of effective sourcing?

a) Reduced taxation

b) Increased bureaucracy
c) Cost savings

d) Fewer supplier options

. Which technology is being used for supply chain transparency and

traceability?

a) Artificial Intelligence
b) Block chain

c¢) Radar Systems

d) OCR

. What is a major challenge faced in SCM due to globalization?

a) Reduced demand

b) Shorter delivery times
c) Extended supply chains
d) Lower supplier costs

C. State Whether the Following Statements are True or False

1.

The logistics sector in India includes only warehousing and road
transportation.

. Reverse logistics involves managing the return of goods from customers

to sellers or manufacturers.

3. A Supply Chain Analyst is responsible for planning last-mile delivery.

4.

Cold chain logistics is used for durable goods only.
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5

. Sustainable sourcing can lead to a competitive advantage.

D. Match the Columns

S. No. Column A S. No. Column B

1 PM Gati Shakti A Manages warehouse operations
Plan

2 Warehouse B Digital supply chain and
Manager infrastructure

3 Cold Chain C Transport of vaccines and fresh
Logistics produce

4 Hierarchical SCM D Analyst — Manager — Director
Roles — CSCO

5 Reverse Logistics E Handles product returns and

recycling

E. Short Answer Questions

1.

a kK L

What are the key objectives of supply chain management?
Name any three sub-sectors of the logistics industry in India.
Define sourcing in the context of supply chain management.
Mention two challenges currently faced by SCM.

What is the importance of supplier relationship management?

F. Long Answer Questions

1.

Explain the key components of Supply Chain Management with
examples.

. Describe the major logistics sub-sectors in India and their significance.

. Discuss the role and benefits of effective sourcing in supply chain

operations.

. Analyze emerging trends in supply chain management and their

potential impact.

. Describe various career paths in the logistics value chain and what

factors influence progression.

G. Check Your Performance

1.
2.

Prepare a chart showing the components of Supply Chain Management.

Demonstrate the career pathways in logistics.
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SESSION 2: JOB DESCRIPTION OF SUPPLY CHAIN
EXECUTIVE

A Supply Chain Executive plays a crucial role in ensuring the smooth flow of
goods, information, and finances across the supply chain. Their primary focus
is on improving efficiency, reducing costs, and ensuring customer satisfaction
through timely delivery and quality control.

RESPONSIBILITIES AND FUNCTION OF SUPPLY CHAIN EXECUTIVE

The Supply Chain Executive is responsible for coordinating, managing, and
optimizing supply chain activities including procurement, inventory
management, logistics, and vendor relations. They ensure that products are
delivered to the right location, at the right time, in the most cost-effective
manner.

Responsibilities of a Supply Chain Executive

The efficient flow of products, materials, and information from suppliers to
customers is the responsibility of a supply chain executive. They take care of
things like procurement, inventory management, shipping, storage, and
prompt delivery. They play a crucial part in guaranteeing customer happiness,
cutting expenses, and minimizing delays (Fig. 1.11).

Developing and Staying Updated
Implementing Strategies

Supplier Management Process Improvement

- Compliance and
_.- ] Quality Assurance
H Responsibilities
of a Supply
Inventory Management @_0 Chain Executive 0—@ Risk Management
Logistics and Distribution wﬁ - O\Q Collabofﬁtior? and
Communication

Data Analysis and Reporting

Procurement

Fig. 1.11: Responsibilities of Supply Chain Executive

1. Developing and Implementing Strategies: Creating and executing
supply chain strategies to optimize operations, improve efficiency, and
reduce costs.
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2. Supplier Management: Building and maintaining strong relationships
with suppliers, negotiating contracts, and ensuring timely delivery of
services and materials.

3. Procurement: Managing the procurement process, including
sourcing, selecting, and negotiating with all the suppliers, and
ensuring the availability of Required materials.

4. Inventory Management: Monitoring inventory levels, implementing
effective inventory control systems, and optimizing stock
replenishment processes.

5. Logistics and Distribution: Overseeing the movement of goods,
coordinating transportation, and managing warehousing and
distribution activities.

6. Data Analysis and Reporting: Analyzing supply chain data,
identifying areas for improvement, and reporting on KPI (key
performance indicators).

7. Collaboration and Communication: Working with cross-functional
teams, marketing, including sales, and operations, to align supply
chain activities with overall business objectives.

8. Risk Management: Identifying potential risks in the supply chain and
implementing strategies to mitigate them.

9. Compliance and Quality Assurance: Ensuring compliance with
regulatory requirements and company policies, and maintaining
quality standards throughout the supply chain.

10. Process Improvement: Identifying opportunities to reduce costs,
streamline processes, and improve overall efficiency.

11. Staying Updated: Keeping abreast of industry trends, new
technologies, and best practices in supply chain management.

CORE FUNCTIONS OF SUPPLY CHAIN EXECUTIVE

The core functions of a Supply Chain Executive involve planning,
coordinating, and monitoring the flow of goods, information, and resources
from procurement to final delivery. This includes demand forecasting,
sourcing raw materials, managing inventory levels, overseeing order
processing, and ensuring efficient logistics and distribution. A Supply Chain
Executive also collaborates with suppliers, manufacturers, and distributors
to optimize costs, maintain quality standards, and meet delivery timelines.
Additionally, they analyze data to improve supply chain performance, manage
risks, ensure compliance with regulations, and adopt technology-driven
solutions to enhance efficiency and customer satisfaction.
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Planning Function

The planning function in supply chain management involves forecasting
demand and strategically organizing resources to ensure smooth and efficient
operations. It includes estimating customer requirements, setting production
schedules, planning procurement of raw materials, and aligning inventory
levels with expected demand. Effective planning helps in minimizing costs,
avoiding shortages or excess stock, and ensuring timely delivery of products.
It also involves coordinating with different departments and stakeholders to
create a well-integrated supply chain that responds quickly to market changes
and customer needs.

10

Demand Planning: Predict customer demand to align supply
accordingly. Analyze historical market trends, sales data, and customer
forecasts. Collaborate with sales and marketing teams to gather
demand inputs. Use forecasting tools to estimate future product
demand. Adjust plans based on seasonality, promotions, or market
shifts.

Supply Planning: Ensure the supply side (production capacity,
materials, and resources) meets forecasted demand. Determine
required components, raw materials, and labor. Plan procurement
timelines and order quantities. Allocate production capacity across
plants or facilities. Identify supply constraints and resolve bottlenecks.

. Inventory Planning: Maintain optimal inventory levels to meet service

levels without overstocking. Set inventory targets and stock levels.
Monitor turnover rates and lead times. Plan replenishment strategies
for warehouses and stores. Prevent stock outs and reduce excess or
obsolete inventory.

. Production Planning: Align schedules of manufacturing with demand

forecasts and material availability. Develop master production
schedules (MPS).

Coordinate with manufacturing teams and operations batch sizes, plan
work orders, and production timelines. Ensure timely availability of
inputs for production.

. Capacity Planning: Ensure sufficient capacity (labor, machinery,

warehouse space) is available. Analyze short- and long-term capacity
needs. Plan for expansions, shifts, or outsourcing as required. Balance
load across facilities to improve utilization.

. Logistics & Distribution Planning: Goal: Deliver finished goods

efficiently and cost-effectively. Plan transportation routes, delivery
schedules, and modes. Optimize distribution center locations and
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inventory placement. Align logistics strategy with customer service
goals.

7. Contingency and Risk Planning: Mitigate supply chain disruptions.
Identify the potential risks (Example geopolitical issues, supplier
delays). Develop backup supplier plans or alternative transport routes.
Create response plans for emergencies or supply chain disruptions.

Documentation Function

The documentation function in supply chain management involves the
systematic preparation, verification, and maintenance of all records related to
procurement, inventory, transportation, and distribution. It includes
documents such as purchase orders, invoices, delivery challans, bills of
lading, and customs paperwork. Accurate documentation ensures smooth
coordination among stakeholders, supports legal and regulatory compliance,
facilitates tracking and auditing, and minimizes errors or disputes. Efficient
documentation practices also improve transparency, streamline operations,
and enable better decision-making within the supply chain.

1. Procurement and Sourcing Documentation: Ensure clarity and
legality in purchasing activities. The documents available in this
category are Purchase Requisitions, Purchase Orders (Pos copy),
Supplier Agreements & contacts, Quotation/Proposal Records, Vendor
Evaluation Reports.

2. Inventory and Warehouse Documentation; Purpose: Track material
movement and inventory accuracy. The documents available in this
category are Goods Receipt Notes (GRN), Material Issue Slips, Stock
Transfer Notes (STN), Inventory Audit Reports, Cycle Count Records.

3. Production and Manufacturing Documentation: Maintain
traceability and support production planning. The documents available
in this category are Bill of Materials (BOM), Orders of production, Work-
in-Progress (WIP) Reports, Quality Control Checklists, Serial Number
Records/ Batch.

4. Logistics and Shipping Documentation: Timely and legal movement
of goods. The documents available in this category are Packing Lists,
Instructions of shipping, Challans of Delivery, Logistics agreement /
Transport, Proof of Delivery (POD).

5. Import and Export Documentation: Comply with international trade
laws and customs. The documents available in this category are
Commercial Invoice, Bill of Lading (B/L) or Air Waybill (AWB),
Certificate of Origin, Export Licenses/ Import, Customs Declarations
and Clearance Certificates.
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6. Risk Management Documentation & Compliance: Meet legal,
regulatory, and internal standards. The documents available in this
category are Regulatory Certifications (Example, GMP, ISO), Safety
Reports & Sustainability, Insurance Certificates, Risk Assessment
Reports, Non-compliance Reports or Incident.

7. Cost Control Documentation and Financial: To support budgeting
and Track costs. The documents available in this category are Payment
Vouchers & Invoices, Cost Analysis Reports, Freight Bills, Variance
Reports and Budget Forecasts.

8. Reporting and Performance Monitoring: Evaluate support decision-
making and supply chain efficiency. The documents available in this
category are KPI Dashboards (Exa. OTIF, Fill Rate), Supplier
Scorecards, Logistics Performance Reports, Quarterly SCM Reports /
Monthly.

9. Responsibilities of the Executive in Documentation: Ensure timely
creation and approval of documents. Maintain proper filing systems
(physical and digital system). Ensure compliance with regulatory
standards and audit. Regularly update documents to reflect current
practices. Train staff on document handling and SOPs.

Coordination Function

The coordination function in supply chain management involves aligning and
integrating activities across various stakeholders such as suppliers,
manufacturers, transporters, warehouses, and retailers to ensure smooth
operations. It ensures that information, materials, and resources flow
efficiently across all stages of the supply chain. Effective coordination helps
in avoiding delays, reducing costs, improving communication, and ensuring
timely delivery of goods. It also involves synchronizing production schedules,
inventory levels, and distribution plans to meet customer demands efficiently
and maintain overall supply chain performance.

1. Alignment of Activities: Ensuring that each and every stage of the
supply chain operates in harmony with the others, rather than as
isolated entities.

2. Information Sharing: Facilitating the timely and accurate exchange
of information between all parties involved to enable informed
decision-making and proactive responses to potential issues.

3. Risk Management: [dentifying and mitigating potential disruptions or
uncertainties that could impact the flow of goods or services.
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4. Relationship Management: Building strong, relationships with
suppliers, distributors, and other brand partners to foster trust and
mutual benefit.

Inventory Tracking Function

The inventory tracking function in supply chain management involves
continuously monitoring the movement, quantity, and location of goods
throughout the supply chain. It includes recording stock levels, tracking
incoming and outgoing materials, and using technologies such as barcodes,
RFID, or inventory management software for real-time visibility. Effective
inventory tracking helps in preventing stockouts and overstocking, reduces
losses due to theft or damage, and ensures accurate record-keeping. It also
supports better decision-making, improves operational efficiency, and enables
timely replenishment to meet customer demand.

1. Real-time Monitoring: This involves using technologies like barcode
scanning, RFID, or IoT sensors to track the location and status of
inventory throughout the supply chain.

2. Optimizing Stock Levels: Inventory tracking helps businesses
determine the right amount of stock to hold at each stage of the supply
chain, balancing the need to meet customer demand with the costs of
holding inventory.

3. Improving Efficiency: By providing visibility into inventory
movement, tracking helps streamline all the processes, reduce times,
and minimize the risk of stock outs or overstock situations.

4. Supporting Decision-Making: Inventory data derived from tracking
systems can be used production planning, demand forecasting, and
other strategic decisions.

5. Enhancing Customer Service: Accurate tracking allows businesses to
provide customers with real-time updates on their orders and ensure
time to time delivery.

6. Risk Mitigation: Inventory tracking can help identify potential
disruptions in the supply chain, quality issues or such as delays,
allowing for proactive measures to be taken.

ROLE OF A SUPPLY CHAIN EXECUTIVE

A Supply Chain Executive is responsible for Coordinating procurement,
logistics, inventory control, and vendor management. Ensuring materials and
products are delivered on time. Meeting optimizing costs and production
schedules. Maintaining high-quality standards throughout the supply chain.
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In essence, the Supply Chain Executive ensures that inventory is managed
effectively, contributing to the overall efficiency and success of the supply
chain.

Interface with Warehouse Staff

Supply chain executives interface with warehouse staff through a
combination of communication, operational strategies, and technology to
ensure efficient inventory management and order fulfillment. This includes
clear communication channels, robust warehouse management systems, and
collaborative problem-solving.

1. Communication Channels: Supply chain executives should hold
regular meetings with warehouse managers and staff to discuss
performance, address issues, and plan for upcoming needs.
Establishing clear communication channels, such as designated
contact persons or communication platforms, ensures that
information flows effectively between the supply chain team and the
warehouse. Implementing feedback mechanisms, such as surveys or
suggestion boxes, allows warehouse staff to voice their concerns and
contribute to process improvements.

2. Technology Integration: Modern WMS platforms provide real-time
visibility into inventory levels, order status, and warehouse
operations, enabling executives to track performance and make
informed decisions. Technologies like RFID and scanning of barcode
streamline inventory management, improving efficiency and accuracy
in receiving, storage, and order fulfilment. Integrating OMS with WMS
enables seamless order processing, from picking and packing to
shipping, ensuring timely and accurate order fulfilment.

3. Operational Strategies: Implementing standardized processes for
receiving, picking, storing, and shipping goods ensures consistency
and minimizes errors. Analysing warehouse workflows to identify
bottlenecks and inefficiencies allows for optimization, improving
overall throughput and reducing lead times. Prioritizing a safe working
environment through training and the implementation of protocols of
safety is crucial for employee well-being and warehouse
productivity. Encouraging collaboration between warehouse staff and
supply chain to identify and resolve issues proactively leads to better
outcomes.

By combining robust technology, effective communication, and well-
defined operational strategies, supply chain executives can foster a
strong working relationship with warehouse staff, leading to a more
efficient and responsive supply chain.
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4. Transport Coordinator: Supply chain executive interference with a
transport coordinator can disrupt daily operations, potentially leading
to missed deadlines, increased costs, and decreased efficiency. This
interference often stems from a lack of understanding of the transport
coordinator's role and responsibilities, or from a desire to control the
process without proper context. A supply chain executive might
overrule a transport coordinator's carefully carrier selection or
planned route, potentially leading to delays or increased costs due to
inefficient choices. Shifting priorities without proper communication
or consideration for existing schedules can disrupt the flow of goods
and create confusion. A lack of communication between the executive
and the coordinator about unforeseen issues or changing demands
can lead to poorly managed deliveries and increased risk. Excessive
oversight and micromanagement can stifle the transport coordinator's
ability to make timely decisions and manage their workload
effectively.

CONSEQUENCES OF INTERFERENCE

Uncoordinated changes can result in delayed shipments and frustrated
customers. Poorly planned routes or last-minute changes can lead to higher
transportation costs. Conflicting priorities and Disrupted workflows can
hinder the overall efficiency of the supply chain. Micromanagement and lack
of trust can negatively impact the transport coordinator's morale and job
satisfaction. Poor communication and Lack of visibility can increase the risk
of errors and disruptions.

How to Mitigate Interference

Mitigating interference in operations or communication systems involves
identifying potential sources of disruption and implementing strategies to
minimize their impact. This includes wusing clear and standardized
communication channels, maintaining proper documentation, and adopting
reliable technologies to reduce errors or signal disturbances. Regular
monitoring, staff training, and preventive maintenance help in detecting
issues early and ensuring smooth workflow. Additionally, establishing
backup systems, contingency plans, and strong coordination among
stakeholders can significantly reduce the risk of interruptions and maintain
efficiency and continuity in processes.

1. Clearly define roles and responsibilities: Ensure both the executive
and the coordinator understand their respective roles and how they
contribute to the overall supply chain.
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2. Establish clear communication channels: Implement regular
communication protocols and ensure that all parties are informed of
changes or updates.

3. Promote transparency: Encourage collaboration and open
communication between the executive and the coordinator.

4. Empower the transport coordinator: Provide the transport
coordinator with the autonomy and authority to make decisions within
their area of expertise.

5. Provide training: Offer training to both the executive and the
coordinator on supply chain best practices and the importance of
collaboration.

6. Use technology: Implement communication and tracking systems to
improve visibility and streamline communication.

7. Conduct regular reviews: Regularly assess the effectiveness of the
supply chain and identify areas where improvements can be made.

Interface with Procurement

Supply chain executive interference with procurement can manifest as direct
intervention in sourcing and purchasing decisions, bypassing established
procurement processes, or imposing specific supplier relationships. This can
lead to inefficiencies, increased costs, and potential compliance issues. A lack
of understanding of procurement's role in the supply chain can also cause
friction and hinder overall supply chain performance. How it happens:

1. Bypassing procurement: Supply chain executives might bypass the
procurement department and directly engage with all the suppliers,
potentially leading to less competitive pricing, missed opportunities,
or inconsistent quality for strategic sourcing.

2. Imposing specific suppliers: Executives might favour specific
suppliers due to personal relationships or other non-business
reasons, even if those suppliers don't offer the best value or align with
the company's needs.

3. Interfering with contract negotiations: Executives might try to
influence contract terms or pricing, potentially undermining the
procurement team's efforts to secure favourable deals.

4. Lack of understanding of procurement's role: If the executive doesn't
fully understand the procurement process and its importance in the
overall supply chain, they may not appreciate the value of following
established procedures.
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Interface with Consequences

Interface with consequences refers to understanding and managing the
outcomes that arise from interactions between different functions, systems,
or stakeholders within a process or organization. Every interface—such as
between procurement and inventory, or between logistics and customers—
can produce positive or negative consequences depending on how well it is
handled. Effective management of these interfaces involves clear
communication, defined roles and responsibilities, accountability, and
timely information sharing. By anticipating potential risks and outcomes,
organizations can minimize errors, avoid delays, improve coordination, and
ensure that the overall impact of these interactions supports efficiency,
quality, and customer satisfaction.

1. Increased costs: Bypassing procurement can lead to higher purchase
prices, increased logistics costs, and potential penalties due to non-
compliance.

2. Reduced efficiency: Procurement processes are designed to optimize
efficiency, and interference can disrupt these processes, leading to
delays and wasted resources.

3. Compliance issues: Interference can create situations where legal and
ethical guidelines are not followed, potentially leading to fines or other
legal repercussions.

Best Practices

1. Clear roles and responsibilities: Define clear roles and
responsibilities for both procurement and supply chain executives to
avoid confusion and conflicts.

2. Open communication: Encourage open communication and
collaboration between procurement and supply chain teams.

3. Training and education: Provide education and training to supply
chain executives on the importance of procurement and its role in the
supply chain.

4. Technology enablement: Implement procurement technology
solutions to streamline processes and provide visibility into all
activities of procurement.

Interface with ERP Operators

Supply chain executive interference with ERP operators can manifest in
several ways, often leading to inefficiencies and disruptions. This can include
bypassing established processes, making unauthorized changes to data, or
micromanaging tasks that should be handled by the ERP system and its
users. This interference can negate the benefits of the ERP system, reduce
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employee morale, and ultimately harm the overall supply chain
performance. Ways Supply Chain Executives Can Interfere:

1. Bypassing Established Processes: Executives might choose to bypass
documented ERP procedures for specific tasks, perhaps due to
perceived or urgency inefficiencies. This can lead to inconsistencies in
data, inaccurate reporting, and potential errors in downstream
processes.

2. Unauthorized Data Changes: Executives might directly modify data
within the ERP system without proper documentation or
authorization. This can compromise the integrity of the data and make
it difficult to track changes or identify the source of errors.

3. Micromanaging ERP Operations: Executives might excessively
monitor or control the day to day operations of ERP users, potentially
hindering their ability to effectively utilize the system and manage their
tasks.

4. Disregarding System Recommendations: Executives might disregard
recommendations generated by the ERP system (Example, regarding
production schedules or inventory levels) in favor of their own intuition
or preferences, potentially leading to suboptimal outcomes.

5. Lack of Communication: A lack of clear communication between
executives and ERP operators about changes or updates to processes
can result in confusion and errors. This can also erode trust and
collaboration.

6. Overriding System Controls: Executives might override system
controls or alerts, potentially leading to situations where critical issues
are not addressed in a timely manner.

IMPORTANCE OF COMMUNICATION AND TEAMWORK

Effective communication and teamwork are crucial for supply chain
executives in supply chain management as they facilitate coordination,
enhance efficiency, and enable better problem-solving and risk
management. Clear communication ensures that all stakeholders, including
internal teams and external partners, are on the same page, leading to
improved outcomes and smoother operation (Fig. 1.12).
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IMPORTANCE OF COMMUNICATION AND TEAMWORK

Enhanced Coordination Risk Management Building Stronger
and Alignment and Improved Relationships
Problem~-Solving

Increased Efficiency Collaboration and
and Productivity Fostering Innovation

Fig. 1.12: Importance of Communication and Teamwork

1. Enhanced Coordination and Alignment: Clear communication allows
different departments and teams within the supply chain to align their
efforts and work towards common goals. It ensures that everyone is
aware of the overall objectives and their individual roles in achieving
them. For example, if the production team knows the warehouse's
capacity constraints through effective communication, they can adjust
their production schedules accordingly, preventing overstocking and
optimizing storage space.

2. Increased Efficiency and Productivity: Efficient communication
minimizes errors and delays, leading to smoother operations and
increased productivity. It allows for quicker responses to issues and
changes in the supply chain, reducing the time and resources wasted
on unnecessary back-and-forth communication. For instance, if a
supplier experiences a delay, clear communication with the
procurement team can enable them to find alternative solutions
promptly, minimizing the impact on production and delivery.

3. Risk Management and Improved Problem-Solving: Open
communication channels facilitate the swift identification and
resolution of problems within the supply chain. Sharing information
about potential disruptions, such as natural disasters or supplier
issues, allows for proactive risk management and the development of
contingency plans. For example, if a supplier is facing production
issues, clear communication with the procurement team can help
identify alternative suppliers or adjust production schedules to mitigate
potential shortages.

28



4. Collaboration and Fostering Innovation: Effective communication
and teamwork encourage the sharing of ideas, market insights, and
feedback, leading to innovation and process improvements. When all
stakeholders feel comfortable sharing their perspectives, it creates a
collaborative environment where new solutions can be developed to
address challenges and optimize the supply chain. For example,
collaborative brainstorming sessions involving different teams can lead
to the development of new product designs that are more efficient to
produce and distribute.

5. Building Stronger Relationships: Mutual accountability and Open
communication are essential for building strong relationships with
internal teams and external partners, including suppliers and
customers. Transparency and Trust are built through clear and
consistent communication, which can lead to stronger partnerships
and more reliable supply chain operations. For example, transparent
communication about delivery timelines and potential delays can build
trust with customers and ensure their satisfaction.

In essence, effective communication and teamwork are not just
desirable qualities in supply chain executives; they are essential for
creating a resilient, efficient, and successful supply chain.

PRACTICAL EXERCISES
Activity 1: Role-play a day in the life of a supply chain executive.

Materials Required: Small groups (4-6 students), Scenario cards (provided
below).

Procedure:

1. A whiteboard or flipchart, Optional: props like phones, notebooks,
badges

2. One staff will be played role of Supply Chain Executive and all this key
responsibility must be Demonstrate like Oversee product movement
from supplier to customer, solve problems quickly (delays, shortages,
cost spikes), Communicate with logistics, warehouse, and procurement
teams, optimize costs while keeping customers happy

3. Activity Setup should be demonstrating like Supply Chain Executive
(Team Leader), Transportation Manager, Warehouse Supervisor,
Procurement Officer, Customer Service Rep.

4. Give the Scenario Brief to all the students like “You are managing the
supply chain for a company that ships tech gadgets. Your team just
received news that a shipment of key components is delayed in another
country due to a customs issue. Meanwhile, a major customer needs
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their order shipped within 48 hours, or they will cancel. Your job: solve
the problem, coordinate with your team, and keep the customer happy.”

. Each team discusses and role-plays: like what actions will they take,

who needs to be contacted? What trade-offs do they face, What’s the
final decision?

Conclusions should be demonstrating like Each group will explain
What decisions they made, how they handled the delay, whether they
met the customer’s demand

Activity 2: Prepare an organizational chart with job interfaces.

Materials Required: Chart paper or whiteboard, Markers, sticky notes, job
role cards, Sample org chart (provided below), Scenario prompt (included).

Procedure:

1.

Demonstrates Org Chart and explain Each box is a role or department.,
Lines show reporting relationships, Interfaces are functional
interactions.

. Divide students into small groups and Hand out a scenario and a list

of job roles.

. Ask them to draw an organizational chart based on the scenario and

use.

. Use arrows/lines to show job interfaces (who needs to talk to who) as

well.

. They’ll act out a task (e.g., fulfilling an order) using the chart.
. Demonstrate the Group Task like Build your org chart.

7. Use arrows to draw job interfaces, Role-play how this order will be

fulfilled from start to finish.

. Demonstrate this conversation like role play

a) Customer Service Agent: “New bulk order just came in.”

b) Supply Chain Manager: “Let’s meet now. Buyer, check product
availability. Transport Coordinator, prepare trucks.”

c) Buyer: “We’re low on frozen vegetables. I'll reach out to the supplier.”

d) Warehouse Manager: “We have space, but QC must check the freezer
units.”

e) Delivery Driver: “Route scheduled. I'll pick up at 5 AM tomorrow.

. Each group presents; their organizational chart, how job interfaces were

used in their task, what communication paths were essential they also
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need to add some questions like what role had the most interfaces, what
happens if one role fails to communicate.

Activity 3: Create a job profile card with responsibilities and required skills.

Materials Required: Blank job profile card templates (paper or printed
worksheet), Markers or pens, Role-play script prompts (provided below),
Optional: props (badges, folders, name cards).

Procedure:

1. Teacher brief overview like today, you're going to work in teams to create
a job profile card for a Supply Chain Executive, then act out a real
scenario using that role. This helps you understand the job and think
about the skills needed in a real business setting.”

2. Align the activity of Job Profile Card — Supply Chain Executive.

3. Highlights and brief the job title and responsibility and the student have
to show the Responsibility like Oversee end-to-end product movement.

4. Manage vendor relationships and contracts, forecast demand and plan
inventory levels, Monitor KPIs (delivery times, cost efficiency), Solve
supply issues (delays, shortages, quality problems).

5. Role play a work Example Scenario; A shipment of critical parts is
delayed, and your biggest customer is threatening to cancel their order.
The Supply Chain Executive must lead a meeting with the team
(warehouse, transport, customer service) to resolve the issue quickly.”
Roles in role play are Supply Chain Executive (main role), Transport
Coordinator, Warehouse Manager, Customer Service Rep, Buyer or
Procurement Officer.

6. Ask them to do the discuss like what was the most important skill the
executive used, what did you learn about this career, would you be
interested in a supply chain role?

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. A Supply Chain Executive is responsible for ensuring smooth flow of
goods, , and finances across the supply chain.

2. Planning helps predict customer demand to align supply
accordingly.

3. Management ensures accurate stock levels and timely
replenishment.

4. RFID and technologies are commonly used for inventory
tracking.
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5. Supply Chain Executives need strong skills to coordinate

across teams and vendors.

B. Multiple Choice Questions

1.

What is a key responsibility of a Supply Chain Executive?
a) Product design

b) Social media marketing

c) Logistics and distribution coordination

d) Front-end development

. Which document is essential for international shipment compliance?

a) Purchase Requisition

b) Bill of Lading

c) Goods Receipt Note

d) Batch Production Record

. What is a major consequence of executive interference with transport

coordinators?

a) Increased innovation

b) Decreased transportation costs

c) Missed deadlines and reduced efficiency
d) Improved collaboration

. What system is typically used for real-time warehouse operations?

a) CRM
b) ERP
c) WMS
d) Tally

. Which of the following enhances inventory visibility and traceability?

a) Paper-based records

b) RFID and barcode scanning
c) Verbal stocktaking

d) Manual spreadsheets

C. State Whether the Following Statements are True or False

1. A lack of communication between supply chain executives and ERP

operators can lead to data errors.

. Imposing specific suppliers by executives always improves efficiency.

. Logistics & Shipping documentation includes packing lists and delivery

challans.

. Inventory planning ensures excessive stock levels at all times.

5. Effective teamwork fosters innovation and process improvement.
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D. Match the Columns

S. No. Column A S. Column B
No.
1 Goods Receipt Note | A | Manages warehouse operations
(GRN) and inventory
9 RFID & Barcode B | Document for material received in
inventory
3 Transport C | Technology for real-time inventory
Coordinator tracking
4 Supplier Evaluation | D | Manages carrier selection and
Report delivery routes
5 WMS E | Assesses vendor performance and
reliability

E. Short Answer Questions

1.
2.

4.
5.

What are the core responsibilities of a Supply Chain Executive?

List any four categories of supply chain documentation and one
document in each.

. Explain one way in which executive interference can affect

procurement.
How does effective communication improve risk management in SCM?

What are the benefits of using ERP and WMS in inventory control?

F. Long Answer Questions

1.

Describe the planning functions handled by a Supply Chain Executive
and explain their importance.

. Explain the different types of documentation in SCM and their

significance in maintaining compliance and performance.

Discuss the effects of interference by supply chain executives in areas
like transportation, procurement, and ERP operations.

Describe how a Supply Chain Executive interacts with warehouse staff
to ensure efficient supply chain operations.

. Evaluate the role of communication and teamwork in the success of

supply chain management, with relevant examples.

G. Check Your Performance

1.
2.

Prepare a chart showing different types of documentation in SCM.

Create a job profile card with responsibilities and required skills.
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SESSION 3: FUNCTIONS IN PLANT AND YARD OPERATIONS

Key functions in plant and yard operations include managing the flow of
goods, optimizing storage and utilization of space, compliance and ensuring
safety, and integrating with other systems for efficient operations. This
involves tasks like inventory management, scheduling, asset tracking, and
data analysis. Yard management specifically focuses on the organization and
handling of materials in the outdoor yard area, acting as a crucial link
between the warehouse and transportation networks. Key Functions in Plant
and Yard Operations are:

1.

10.

11.

Inventory Management: managing and Tracking the quantity and
location of materials, both raw and finished goods, within the plant
and yard.

. Asset Tracking: Real-time monitoring of vehicles, equipment, and

other assets in the yard to optimize utilization and prevent loss.

Storage Space Assignment: Efficiently allocating storage space based
on material type, volume, and accessibility.

. Task Allocation: Assigning and tracking tasks to yard personnel,

ensuring efficient workflow and timely completion of activities.

. Gate Management: Managing the both entry and exit of vehicles and

personnel, often involving check-in & check-out procedures and
security measures.

. Scheduling: Coordinating and scheduling appointments for

unloading, loading and other yard activities to minimize bottlenecks
and delays.

. Data Reporting and Analytics: Analyzing and Collecting data on yard

activities to identify trends, optimize performance, and improve
decision-making.

Communication and Coordination: Facilitating communication
between different teams and departments, ensuring smooth
information flow and efficient collaboration.

Compliance and Safety: Adhering to industry regulations and safety
standards in the yard, including traffic management, hazard
identification, and emergency response procedures.

System Integration: Integrating the yard management system with
other systems, such as warehouse management systems (WMS) and
transportation management systems (TMS), to create a seamless flow
of information and optimize overall supply chain operations.

Automated Tracking and Monitoring: Utilizing technology to
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automate the tracking of assets, inventory, and activities within the
yard, reducing manual effort and improving accuracy.

12. Yard Visibility: Providing real-time visibility into yard operations,
allowing managers to monitor activities, make informed decisions and
identify potential problems, and.

13. Process Optimization: Continuously improving processes within the
yard to enhance efficiency, reduce costs, and maximize throughput.

PLANT OPERATIONS - INWARD, STORAGE, ISSUE, DISPATCH

Plant operations, in the context of industrial settings, encompass the
management and oversight of all processes within a facility that transform
raw materials into finished services or goods. This involves a wide range of
activities, from production and maintenance to quality control and safety
procedures, all aimed at ensuring efficient and cost-effective operations
(Fig.1.13).

PLANT OPERATIONS

* Inward * Issue
| —>‘~§$’v
DDbD
s ’;)
K 4

— Storage Dispatch

Fig. 1.13: Plant Operations - Inward, Storage, Issue, Dispatch
Inward Operations

In the context of plant operations, "inward" refers to the handling and
maintenance of materials, goods, or equipment entering the plant. This
encompasses the entire process from the moment items arrive at the facility
until they are integrated into the production flow or stored. It's a critical
function for maintaining smooth operations, ensuring quality, and optimizing
inventory management. Key aspects of the inward process in plant operations
include:

1. Receiving: Verifying quantities, Unloading shipments, and condition
of items against delivery documents or purchase orders

2. Inspection: Quality control checks to ensure received materials meet
specified standards and are free from defects.

3. Documentation: Recording all incoming materials, including details
like supplier, quantity, date, and inspection results.

4. Storage: Proper storage of received items, considering factors like
material type, environmental conditions, and inventory management
practices.

35



Importance of a Well-Managed Inward Process

A well-managed inward process is essential for ensuring that incoming
materials, goods, or information are received, verified, and recorded
accurately and efficiently. It helps organizations maintain quality control by
checking items against purchase orders, specifications, and delivery
documents, thereby reducing errors, losses, and fraud. An effective inward
process also supports inventory accuracy, enabling proper stock levels and
timely availability of resources for production or service delivery. Additionally,
it improves coordination between procurement, stores, and accounts
departments, facilitates proper documentation for audit and compliance
purposes, and enhances overall operational efficiency. Ultimately, a
streamlined inward process contributes to cost control, better supplier
relationships, and smooth workflow across the supply chain.

1. Prevents production delays: Ensuring timely availability of required
materials minimizes disruptions to the production schedule.

2. Reduces waste: Quality control and Proper inspection minimize the
risk of using defective materials, reducing scrap and rework.

3. Optimizes inventory levels: Accurate tracking and management of
incoming materials help maintain optimal stock levels, avoiding stock
outs or overstocking.

4. Improves cost control: Efficient receiving and handling processes can
minimize handling costs and reduce the risk of material damage.

Storage Operations

In plant operations, storage refers to the process of holding materials,
components, or finished goods within a facility for later use or
distribution. This involves various activities like receiving, warehousing,
inventory management, and dispatching. Effective storage strategies are
crucial for optimizing plant efficiency, minimizing costs, and ensuring a
smooth production flow. Key Aspects of Storage in Plant Operations:

1. Receiving and Unloading: Receiving involves accepting incoming
materials, quality and verifying quantities, and unloading them from
transport vehicles.

2. Warehousing: This encompasses storing materials in designated areas
within the plant, often organized by type, size, or frequency of use.

3. Inventory Management: This includes tracking inventory levels,
managing stock rotation (FIFO, LIFO), and optimizing storage space
utilization.

4. Material Handling: Moving materials within the plant wusing
equipment like forklifts, conveyors, and automated guided vehicles
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(AGVs).

5. Dispatching and Shipping: This involves preparing materials for
outgoing shipments, packaging, and loading them onto transport
vehicles.

Benefits of Effective Storage

Effective storage plays a vital role in maintaining the quality, safety, and
accessibility of goods within an organization. It ensures that materials are
stored systematically, reducing the risk of damage, loss, or deterioration while
making retrieval quick and efficient. Proper storage practices help in
optimizing space utilization, lowering handling costs, and improving inventory
control by enabling accurate tracking of stock levels. It also supports smooth
workflow by ensuring that the right materials are available at the right time,
thereby minimizing delays in production or service delivery. Additionally,
effective storage enhances workplace safety, facilitates better organization,
and contributes to overall operational efficiency and cost savings in the supply
chain.

1. Reduced Costs: Efficient material handling and Optimized storage can
lower storage and transportation costs.

2. Improved Efficiency: Reduced material handling and Streamlined
processes times lead to increased operational efficiency.

3. Enhanced Productivity: A well-organized storage system ensures
materials are readily available when needed, contributing to higher
production output.

4. Minimized Waste: Proper inventory management and material
handling can minimize waste and spoilage.

5. Improved Safety: Adhering to safety protocols in storage areas
reduces the risk of accidents and injuries.

Issue Operations

Plant operation issues encompass a wide range of challenges related to the
safe, efficient, and reliable functioning of industrial facilities. These issues can
stem from equipment malfunctions, human error, external factors like supply
chain disruptions, or even cyber security threats. Addressing these issues
effectively requires a proactive approach, including robust maintenance
strategies, comprehensive training programs, and the implementation of
advanced technologies to enhance monitoring and control. Common Plant
Operation Issues are:

1. Equipment Failures and Maintenance: Unexpected breakdowns, tear
and wear, and inadequate maintenance practices can lead to
downtime, safety hazards, and production delays.
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2. Human Error: Operator mistakes, lack of proper training, and
inadequate procedures can result in accidents, equipment damage
and process deviations

3. Safety and Security: Ensuring the safety of personnel and the
security of the plant against theft, cyber-attacks, sabotage, is crucial.

4. Environmental Compliance: Meeting regulatory requirements for
emissions, waste disposal, and other environmental aspects is
essential.

5. Supply Chain Disruptions: Delays in obtaining necessary materials
or parts can impact production schedules and increase costs.

6. Balancing Energy Sources: Power plants face the challenge of
integrating base load power with renewable energy sources, ensuring
grid stability and cost-effectiveness.

Dispatch Operations

Dispatch operations refer to the systematic process of preparing, organizing,
and sending out finished goods or materials to customers or distribution
points in a timely and accurate manner. It involves activities such as order
verification, picking and packing, labeling, documentation, and coordination
with transportation services to ensure correct and safe delivery. Efficient
dispatch operations help minimize errors, reduce delivery delays, and
enhance customer satisfaction by ensuring that the right products reach the
right destination at the right time. Additionally, well-managed dispatch
processes improve tracking and accountability, support proper record-
keeping for logistics and billing, and contribute to the overall effectiveness of
supply chain management. The Key Aspects of Dispatch Operation are as
below:

1. Demand Fulfilment: Dispatch ensures that enough electricity is
generated to meet the current and forecasted needs of the power grid.

2. Cost Optimization: Dispatch aims to minimize the overall cost of
electricity generation by utilizing the most efficient power plants and
units first.

3. Operational Constraints: Dispatch must consider various
constraints, such as the physical limitations of power plants,
environmental regulations and transmission lines when making
decisions.

4. Real-time Control: Dispatch involves continuous monitoring and
adjustment of power generation to respond to changes in demand and
grid conditions.
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Why Dispatch is Important

1. Grid Stability: Dispatch helps maintain are liable and stable power
supply by balancing generation and consumption, preventing
overloads or under loads on the grid.

2. Cost Efficiency: By optimizing generation, dispatch helps to minimize
the overall cost of electricity for consumers.

3. Integration of Renewable: Dispatch plays a crucial role in integrating
variable renewable energy sources like wind and solar into the power
grid.

YARD MANAGEMENT

Vehicle scheduling in yard management involves the efficient planning,
coordination, and execution of vehicle movements within a yard or logistics
facility. This includes tasks like assigning dock doors, managing parking
spaces, and tracking vehicle locations to optimize loading/unloading
processes and overall yard flow. Effective vehicle scheduling is crucial for
minimizing delays, maximizing resource utilization, and improving overall
operational efficiency. Key aspects of vehicle scheduling in yard management:

1. Real-time Visibility: Yard management systems (YMS) utilize
technologies like RFID, GPS, and sensors to track vehicle locations
and movements within the yard, providing real-time visibility.

2. Dock and Parking Management: YMS helps in assigning appropriate
dock doors based on vehicle type, cargo, and availability, and also
manages parking spaces efficiently.

3. Automated Scheduling: Modern YMS solutions automate scheduling
processes, optimizing vehicle movements, and reducing manual
intervention.

4. Integration with other systems: YMS can be integrated with
Transportation Management Systems (TMS), Warehouse Management
Systems (WMS), and other systems to streamline workflows and
improve data accuracy.

Loading/Unloading Zones

Vehicle loading/unloading zones are critical components of a yard
management system, facilitating the efficient and safe movement of goods in
and out of a facility. These zones are designed to optimize the flow of vehicles,
materials, and personnel within the yard, minimizing bottlenecks and
maximizing productivity. Key aspects of vehicle loading/unloading zones in
yard management are:
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1. Designated Areas: These zones are typically clearly marked and
separated from other yard activities to prevent congestion and ensure
a clear flow of traffic.

2. Safety Measures: Safety is paramount, and these zones often include
features like exclusion zones (LUEZ) to protect personnel from moving
vehicles and equipment.

3. Equipment and Infrastructure: Loading docks, ramps, and
specialized equipment (example forklifts, conveyors) are often
integrated into these zones to facilitate the loading and unloading
process.

4. Process Optimization: Yard management systems (YMS) are often
used to optimize the assignment of vehicles to loading/unloading bays,
track the status of coordinate activities and vehicles with other yard
operations.

Benefits of Effective Vehicle Loading/Unloading Zone Management

Effective vehicle loading and unloading zone management ensures smooth,
safe, and efficient movement of goods within a facility by minimizing
congestion, delays, and handling errors. Well-organized zones help streamline
the flow of incoming and outgoing vehicles, reducing waiting time and
improving turnaround efficiency. Proper layout and scheduling enhance
worker safety by preventing accidents and ensuring systematic handling of
materials. It also supports better coordination between warehouse, transport,
and dispatch teams, leading to accurate and timely deliveries. Additionally,
efficient management of these zones optimizes space utilization, reduces
operational costs, and contributes to overall productivity and effectiveness of
the supply chain.

Reduced Loading/Unloading Times

Efficiently designed zones can significantly reduce the time it takes to load
and unload vehicles.

1. Increased Throughput: Minimized and Optimized processes wait
times can lead to increased throughput in the yard.

2. Improved Safety: Designated zones and safety measures help to
minimize the risk of accidents and injuries.

3. Reduced Costs: By optimizing processes and minimizing delays,
loading/unloading zones can help to reduce costs associated with
detention, demurrage, and labor.
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Importance of Documentation

1. Regulatory Compliance: Documentation demonstrates adherence to
industry standards and legal requirements, legal issues and avoiding
penalties

2. Quality Control: Documented processes and procedures ensure
consistent product quality and help identify and rectify deviations.

3. Process Improvement: By analyzing documented data, organizations
can identify areas for improvement, enhance efficiency and optimize
processes

4. Knowledge Sharing: Documentation facilitates knowledge transfer
among employees, ensuring everyone understands the standards
and correct procedures

5. Operational Efficiency: Standardized documentation reduces errors,
minimizes downtime, and improves overall operational efficiency.

Importance of Compliance

1. Legal Adherence: Compliance with regulations is essential to avoid
legal repercussions, fines, and reputational damage.

2. Safety: Compliance with safety regulations ensures a safe working
environment for employees and minimizes the risk of accidents.

3. Quality: Compliance with quality standards ensures consistent
product quality and customer satisfaction.

4. Operational Integrity: Compliance ensures that operations are
carried out in a responsible and ethical manner, maintaining the
integrity of the organization.

SAFETY PROTOCOLS AND AREA-SPECIFIC RESPONSIBILITIES

Effective safety protocols in plant and yard operations involve a combination
of proactive measures, clear responsibilities, and continuous
improvement. These protocols should address potential hazards, ensure
proper equipment use, and establish emergency procedures. Area-specific
responsibilities help clarify who is accountable for specific safety aspects
within the plant or yard (Fig. 1.14). Key Safety Protocols are:
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10.

Identification and Equipment
Risk Assessment Safety

SAFETY PROTOCOLS AND AREA-SPECIFIC
RESPONSIBILITIES

Hazard
Emergency Lockout/Tagout Incident Reporting

Preparedness Procedures and Investigation

Personal Protective Training and Housekeeping Communication Audits and
Equipment (PPE) Awareness Inspections

Fig. 1.14: Safety Protocols and Area-Specific Responsibilities

. Hazard Identification and Risk Assessment: Regularly identify

potential hazards in each area (Exa. slips, trips, falls, moving
machinery, electrical hazer, chemical handling) and assess the
associated risks.

. Personal Protective Equipment (PPE): Ensure all employees have

and use the appropriate PPE for their tasks, including hard hats,
gloves, safety glasses, safety shoes, and high-visibility clothing.

. Equipment Safety: Establish procedures for the safe operation,

inspection of all equipment and maintenance, including machinery,
tools, and vehicles.

. Training and Awareness: Provide comprehensive safety training to all

employees, covering topics like hazard identification, emergency
procedures, and the proper use of equipment and PPE.

. Emergency Preparedness: Develop and regularly practice emergency

response plans for various scenarios, such as fires, spills, or injuries.

. Housekeeping: Maintain a clean and organized work environment to

prevent slips, trips, and falls.

. Lockout/Tagout Procedures: Implement procedures to safely isolate

energy sources when performing maintenance or repairs on
equipment.

. Communication: Establish clear communication channels for

reporting hazards, near misses, and accidents.

Incident Reporting and Investigation: Encourage prompt reporting
of all incidents and conduct thorough investigations to identify root
causes and prevent recurrence.

Audits and Inspections: Regularly audit safety procedures and
conduct inspections to identify areas for improvement.
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AREA-SPECIFIC RESPONSIBILITIES

Area-specific responsibilities refer to the clearly defined duties and tasks
assigned to individuals or teams within a particular functional area of an
organization, such as procurement, storage, inventory, or dispatch. These
responsibilities ensure accountability, specialization, and efficient workflow
by allowing each area to focus on its core functions while contributing to
overall organizational objectives. Clearly outlined roles help reduce confusion,
avoid duplication of work, and improve coordination among departments.
They also support better performance monitoring, compliance with
procedures, and timely completion of tasks. Ultimately, defining area-specific
responsibilities enhances productivity, operational efficiency, and effective
management across the supply chain.

1. Yard Supervisors: Oversee daily yard operations, ensuring that all
safety protocols are followed, equipment is used safely, and employees
are adhering to procedures. They also need to communicate any
hazards to the relevant personnel.

2. Equipment Operators: Responsible for the safe operation of their
assigned equipment and for reporting any defects or
malfunctions. They should also be aware of their surroundings and
potential hazards.

3. Maintenance Personnel: Responsible for the safe maintenance and
repair of all equipment and for ensuring that lockout/tagout
procedures are followed.

4. All Employees: Responsible for following safety procedures, reporting
hazards, and participating in safety training. They should also be
aware of their surroundings and take responsibility for their own
safety and the safety of others.

5. Safety Department/Officer: Develops and implements safety policies
and procedures, conducts training, performs audits and inspections,
and investigates incidents.

6. Plant Manager: Ultimately responsible for the overall safety of the
plant and for ensuring that all safety protocols are in place and
followed.

Example Area-Specific Responsibilities

1. Loading/Unloading Area: Supervisors ensure proper traffic flow,
designated pedestrian walkways, and clear communication between
drivers and ground personnel.
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2. Equipment Maintenance Area: Maintenance personnel are

responsible for proper lockout/tagout procedures, safe storage of tools
and equipment, and ensuring the area is free of hazards.

. Chemical Storage Area: Employees handling chemicals must be

trained on proper procedures, wear appropriate PPE, and ensure
proper ventilation and storage.

. Electrical Rooms: Only authorized personnel should enter electrical

rooms, and they must follow strict safety procedures and use
appropriate PPE.

PRACTICAL EXERCISES

Activity 1: Simulate vehicle movement and documentation at gate and
fill plant documentation templates (GRN, issue slips, etc.).

Materials Required: Plant gate documentation templates, Clipboards or
paper, and cards or printed delivery notes.

Procedure:

1. Divide the students into groups.

2. Ask students to Prepare Documentation Templates like Vehicle Inward
Gate Entry Template and Vehicle Outward Gate Exit Template.

3. Each group of students will play the following roles like Driver — brings
vehicle in and provides paperwork, Gate Officer — checks and logs
entry/exit, Warehouse Staff - verifies materials and coordinates
loading/unloading, Dispatcher / Admin - hands over or collects
necessary documents

4. Role play process;

Vehicle Entry

a) The driver arrives at the gate and presents a delivery
challan/invoice.

b) The gate officer fills out the Inward Gate Entry form

c) The dispatcher confirms the delivery and assigns the warehouse bay
d) The warehouse staff receives the vehicle and supervises unloading
Vehicle Exit

a) The driver returns to the gate after loading materials

b) The warehouse supervisor signs off the Delivery Document.

c) The gate officer fills out the Outward Gate Exit form

d) The gate officer verifies everything before the vehicle exits
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5.

During the role-play Reflection and Feedback should be received.
a) What went smoothly during the simulation?

b) What could go wrong at a real plant gate?

c¢) Why is documentation accuracy important?

Through  this role-play the student should wunderstand
inbound/outbound vehicle gate processes practice filling out standard
logistics documents, improve teamwork and communication in real-life
scenarios.

Activity 2: Inspect a mock yard layout for safety and functional gaps.

Materials Required: Printed or drawn mock yard layout, Yard inspection
checklist, Role badges or labels, and Clipboards or paper.

Procedure:

1.
2.

Divide the class into small groups.

The team leader will introduce the Scenario for 5 minutes like they are
a team of safety and operations inspectors reviewing a logistics yard
layout.

To walk through a mock diagram and identify any hazards, traffic
issues, or functional gaps that might cause accidents or delays

. Students have to make Sample Mock Yard Layout

5. Each group should nominate asYard Supervisor, Safety Officer,

Logistics Planner, Driver (optional role) Note-taker.

. Team will Conduct the Mock Inspection and they will Use this Yard

Safety and Functionality Checklist

Area What to Inspect Observations

Entry/Exit Gate Quard presence, queue,
signage

Vehicle Routes Flow direction, obstructions
Loading Docks Access, damage, usage
Pedestrian Paths Clear markings, separation
Storage Areas Obstructions, stacked safely
Emergency . . . .
Equipment Fire extinguishers, signage

Have the team walk through the mock layout, inspect, and fill in
observations.

. Each team presents their findings as if they are reporting to senior

management. Example Report Script Our inspection revealed blocked
access to Dock 2 due to stacked pallets, posing a delay risk. The
pedestrian walkway has faded markings, creating a safety hazard. We
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also found that the fire extinguisher lacks proper signage, violating
basic safety protocols.

. In the simulation Reflect and Discuss ask what hazards were most

serious, any small changes could make a big improvement, how does
yard layout affect delivery times and safety.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

refers to the safe and efficient movement and tracking of
vehicles, equipment, and inventory within a plant yard.

operations involve receiving, inspecting, and storing
incoming materials at the plant.

Management Systems (YMS) help optimize vehicle
movements within a yard.

. Regular help in identifying potential hazards and enforcing

safety measures.

. The process involves quality checks and verification of

received goods before storage.

B. Multiple Choice Questions

1.

What is the main purpose of Yard Management?

a) Maximizing advertising space

b) Managing and tracking vehicle movement within the yard
c) Designing plant equipment

d) Handling financial audits

. Which of the following is NOT a component of storage operations?

a) Packaging and shipping
b) Demand forecasting

c) Material handling

d) Inventory management

. What is the key function of a Yard Supervisor?

a) Develop financial reports

b) Oversee daily yard operations and ensure safety protocols
c) Manage product marketing

d) Handle payroll

. Which of the following best describes the Lockout/Tagout procedure?

a) A fire alarm response plan

b) Isolating energy sources before equipment maintenance
c) Recording chemical inventory

d) A customer feedback mechanism
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5.

What does PPE stand for?

a) Personal Process Equipment
b) Private Production Efficiency
c) Plant Performance Evaluation
d) Personal Protective Equipment

C. State Whether the Following Statements are True or False

1.

Gate management in plant operations deals only with controlling foot
traffic.

. Storage operations help improve production efficiency by reducing

material search time.

. Yard visibility refers to the number of security cameras installed in the

plant.

. Safety protocols are only required for equipment operators.

5. Compliance helps reduce the risk of penalties and ensures smooth

operations

D. Match the Columns

S.No. Column A S.No. Column B
1 RFID A Process of holding goods for
future use
2 Emergency B Tracks assets in real time
Preparedness
C Assigns vehicles to
3 Storage loading/unloading bays
4 Automated Scheduling D Fire drills and incident

(YMS) response plans

E Ensures received goods meet

S Quality Inspection defined standards

E. Short Answer Questions

1.
2.

What is the importance of real-time yard visibility in plant operations?

Mention any four key safety protocols essential in yard and plant
operations.

3. Explain the role of vehicle scheduling in yard management.

5.

. What is the function of documentation in ensuring operational

efficiency and compliance?

List three major inward operations and their relevance.

F. Long Answer Questions

1.

Discuss the key components of inward, storage, issue, and dispatch
operations in a plant.
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2. How do safety protocols and area-specific responsibilities improve
workplace safety in yard and plant operations?

3. Explain how Yard Management Systems (YMS) contribute to improved
efficiency and cost control.

4. Describe the importance of documentation and compliance in
maintaining plant operations.

5. Analyze the impact of poor loading/unloading zone management and
how it can be improved.

G. Check Your Performance
1. Prepare a chart showing Yard Management Systems (YMS).

2. Inspect a mock yard layout for safety and functional gaps.
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SESSION 4: PERFORM WORKPLACE TASKS

Material handling, documentation, and coordination are crucial aspects of
many workplaces, ensuring efficient operations and the smooth flow of goods
and information. Material handling involves tasks like loading, unloading,
transporting, and storing materials, while documentation ensures accurate
record-keeping of these processes. Effective coordination among teams and
departments is essential for timely execution and problem-solving.

MATERIAL HANDLING EQUIPMENT’S (MHES)

Common material handling equipment includes various types of racks and
machinery designed to facilitate the movement, storage, and organization of
materials within a facility. Racks like pallet racks, cantilever racks, and
shelving units are used for storage, while equipment like forklifts, pallet jacks,
and conveyors are used for movement and transportation.

MHESs - Racks

1. Pallet Racks: These are a common storage solution for pallets,
maximizing vertical space and allowing for easy access to stored
items.

2. Cantilever Racks: Designed for storing long or bulky items like lumber
or pipes, these racks feature arms that extend from a central support.

3. Shelving Units: Versatile storage solutions for smaller items, offering
adjustable configurations to suit different needs.

4. A-Frames: Specially designed for storing materials like sheet metal or
glass, providing stability and easy access.

MHEs - Equipment

1. Forklifts: Powered industrial trucks that lift and move materials, often
with adjustable forks to handle pallets and other loads.

2. Pallet Jacks: Manual or powered devices for lifting and moving pallets,
commonly used in warehouses.

3. Conveyors: Systems that move materials horizontally or vertically
using belts, rollers, or other mechanisms.

4. Hand Trucks/Dollys: L-shaped devices for moving individual boxes or
items by hand.

5. Platform Trucks: Flat platforms with wheels, used to move larger,
heavier items that may not be suitable for pallets.

6. Cranes: Used for lifting and moving heavy loads, often in construction
or manufacturing.
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7. Automated Guided Vehicles (AGVs): Robotic vehicles that follow pre-
defined routes to transport materials.

8. Automated Storage and Retrieval Systems (AS/RS): Automated
systems that store and retrieve items from designated locations,
optimizing space and inventory control.

9. Bulk Material Handling Equipment: This includes equipment like
bucket elevators, proclaimers, and hoppers, used for handling large
quantities of loose materials like grain or coal.

Here is a list of basic ERP fields for inventory management, useful in most
systems for tracking stock, pricing, and availability:

Basic Inventory Master Fields

Item Code / SKU Unique identification number for each product.

[tem Name Name of the product.

Item Category Classification (Raw Material, Finished Goods, etc.).

Unit of Measure Measurement unit (Nos, Kg, Liters, etc.).

(UOM)

Barcode Scannable code for quick identification.

Opening Stock Quantity available at the beginning.

Current Stock Present available quantity in inventory.

Reserved Quantity Stock allocated to orders.

Reorder Level Minimum stock level that triggers replenishment.

Purchase Price Cost at which item is bought.

Selling Price Price at which item is sold.

Tax Rate Applicable GST/VAT percentage.

Valuation Method Inventory costing method (FIFO / Weighted
Average).

Warehouse Location | Storage location of the item.

ERP Systems

In Basic ERP systems, an item code is a unique identifier used to represent
and track inventory items. It's a crucial field in inventory management,
enabling efficient organization, retrieval, and analysis of stock data. Item
codes allow businesses to distinguish between different items, manage stock
levels, and facilitate accurate transactions. Key aspects of item codes in ERP:

1. Uniqueness: Each item code should be unique to prevent confusion
and ensure accurate identification of inventory items.

2. Standardization: ERP systems often require adherence to a specific
coding system, which can be numerical, alphanumeric, or a
combination of both.

50



. Functionality: Item codes are used in various inventory-related

processes, including:

. Stock management: Tracking quantities, locations, and movement of

items.

. Purchasing and receiving: Identifying items on purchase orders and

in receiving reports.

Sales and invoicing: Referencing items on sales orders and invoices.

. Reporting and analysis: Generating reports on inventory levels,

costs, and turnover.

Rate in ERP System

In an ERP system, "Rate" within inventory fields typically refers to the unit
cost or selling price of an item. It's a crucial piece of information for inventory
management, impacting calculations for cost of goods sold, inventory
valuation, and pricing strategies. It's not a single field but rather a concept
applied to various parts of inventory management.

1. Costing: The costing of ERP System consists purchase rate, standard rate,
average rate which are detailed below:

a)

b)

Purchase Rate: This is the cost at which an item is purchased from a
supplier. It's used to calculate the value of inventory on hand and the
cost of goods sold when items are sold.

Standard Rate: Many ERP systems allow for setting a standard cost
for each item. This is a predetermined cost that is used for accounting
and budgeting purposes. It can be based on historical costs, industry
benchmarks, or anticipated future costs.

Average Rate: Some ERP systems use the average cost method to
value inventory. In this method, the average cost of all units in stock
is calculated by dividing the total cost of inventory by the total number
of units.

2. Pricing: The pricing of ERP System consists selling rate, price lists,
discount rate which are detailed below:

a)

b)

c)

Selling Rate: This is the price at which the item is sold to
customers. It's used to calculate revenue and profit margins.

Price Lists: ERP systems often allow for creating different price lists
for different customer segments or sales channels. Each price list can
have its own set of selling rates.

Discount Rates: ERP systems can also store information about
discounts that are applied to items, either as a percentage or a fixed
amount.
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3. Other Uses: The other uses of ERP System are valuation, reporting,
forecasting and tax code which are detailed as under:

a) Valuation: The "Rate" field is used to calculate the total value of
inventory on hand.

b) Reporting: ERP systems use the "Rate" information to generate
reports on inventory costs, sales revenue, and profitability.

c) Forecasting: Accurate "Rate" information is essential for accurate
demand forecasting and inventory planning.

d) Tax Code: Tax codes are sequenced collections of one or more tax
components that define the tax rates applied on line items and how to
calculate the tax amount. Only one tax code can be applied on a line
item.

STANDARD OPERATING PROCEDURES (SOPS)

Standard Operating Procedures (SOPs) are crucial for optimizing warehouse
operations and material flow. 5S, a methodology for workplace organization,
focuses on sorting, setting in order, shining, standardizing, and
sustaining. SOPs, on the other hand, are detailed, written instructions for
performing specific tasks consistently and efficiently. Together, they create a
cleaner, safer, and more efficient warehouse environment, minimizing waste
and maximizing productivity. 5SS Methodology in Detail:

1. Sort (Seiri): Identify and remove unnecessary items from the
workspace. This involves distinguishing between what is needed and
what is not, often using red tags to mark items for removal or
relocation.

2. Set in Order (Seiton): Organize remaining items for easy access and
efficient workflow. This includes establishing designated locations for
tools, materials, and equipment, using visual cues like labels and floor
markings.

3. Shine (Seiso): Regularly clean and maintain the workspace and
equipment, ensuring a clean and safe environment. This includes
sweeping, mopping, wiping down surfaces, and maintaining
equipment in good working order.

4. Standardize (Seiketsu): Develop and document standard procedures
for the first three S's, ensuring consistency and clarity in daily
operations. This might involve creating checklists, visual aids, and
training materials.

5. Sustain (Shitsuke): Establish a system for maintaining the 5S
principles over the long term, including regular audits, reviews, and
employee training.
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SOPs in Warehouse Operations

Standard Operating Procedures (SOPs) in warehouse operations are
documented guidelines that define the correct methods for performing
routine tasks such as receiving, storage, picking, packing, and dispatch of
goods. They ensure consistency, accuracy, and efficiency by standardizing
processes and minimizing errors or variations in operations. SOPs also play
a crucial role in maintaining safety standards, ensuring regulatory
compliance, and facilitating training of new employees. By clearly outlining
roles, responsibilities, and step-by-step procedures, SOPs improve
coordination among teams, enhance productivity, and support better
inventory control. Ultimately, well-implemented SOPs contribute to smooth
warehouse functioning and overall supply chain effectiveness.

1. Receiving: Documenting procedures for receiving goods, verifying
quantities, and inspecting for damage.

2. Storage: Establishing guidelines for storing items, including location,
stacking, and environmental controls.

3. Picking: Outlining the process for selecting items for orders, including
picking accuracy and efficiency.

4. Packing: Specifying how to pack items securely and efficiently for
shipment.

5. Shipping: Defining the process for preparing items for shipment,
including documentation and labeling.

6. Inventory Management: Establishing procedures for tracking
inventory levels, managing stock rotation, and conducting cycle
counts.

Benefits of Combining 5S and SOPS

Combining 5S and SOPs in warehouse operations creates a highly organized,
efficient, and standardized work environment that enhances overall
productivity and quality. The 5S methodology (Sort, Set in Order, Shine,
Standardize, Sustain) ensures workplace cleanliness and systematic
arrangement, while SOPs provide clear, step-by-step instructions for
performing tasks consistently. Together, they reduce errors, minimize waste,
improve safety, and streamline workflows by ensuring that both the
environment and processes are well-structured. This integration also
supports better training, accountability, and continuous improvement,
leading to faster operations, reduced operational costs, and higher reliability
in supply chain performance (Fig. 1.15).
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6.
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Fig. 1.15: Benefits of Combining 5s and Sops

Increased Efficiency: Streamlined workflows and optimized storage
layouts lead to faster order fulfilment and reduced cycle times.

Reduced Waste: Minimizing waste through proper sorting,
organization, and inventory management.

Improved Safety: A cleaner, more organized workspace reduces the
risk of accidents and injuries.

Enhanced Quality Control: Standardized procedures ensure
consistent product handling and reduce errors.

Better Employee Morale: A well-maintained and organized work
environment can improve employee satisfaction and motivation.

Cost Savings: Reduced waste, increased efficiency, and fewer errors
can lead to significant cost savings.

HANDS-ON PREPARATION OF BASIC INVENTORY DOCUMENTS

To create basic inventory documents, you'll need to record item details like
name, description, SKU or barcode, quantity, and cost. You should also
consider including the manufacturer or supplier, unit cost, sale price, and
total value. Organize your storage space, ensure clear item labeling, and use
a consistent counting system (Fig. 1.16). Here's a more detailed breakdown:
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HANDS-ON PREPARATION OF BASIC
INVENTORY DOCUMENTS

STEP —— Preparation
01

g Inventory List

02
STEP - Inventory Report
03
STEP
Inventory Management - 04
STEP
Tips for Accuracy —— (), 05 /4

—

Fig. 1.16: Hands-On Preparation of Basic Inventory Documents

Preparation: The preparation of basic inventory documentation covers
organizes your storage area, gather necessary tools and establish
ownership and location consists selling rate, price lists, discount rate
which are detailed below:

a) Organize your storage area: Ensure your stock room is clean and
items are clearly laid out.

b) Gather necessary tools: This includes inventory sheets, pens,
scanners (if using barcodes), and potentially a calculator.

c) Establish ownership and location: Clearly identify which inventory
belongs to your business and its physical location.

Inventory List: The inventory list consists Item Name, SKU/Barcode,
Category/Description, Manufacturer/Supplier, Unit Cost, Sale Price,
Quantity and Total Value which are detailed below:

a) Item Name: A clear and concise name for each item.
b) SKU/Barcode: A unique identifier for each item (Stock Keeping Unit).

c) Category/Description: A brief description or category to help with
organization.

d) Manufacturer/Supplier: Identify the source of the item.
e) Unit Cost: The cost of each individual item.

f) Sale Price: The price at which you sell the item.

g) Quantity: The number of units currently in stock.

h) Total Value: The total value of each item (Quantity x Unit Cost).
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3. Inventory Report: The inventory report covers Create a column for items,
create a column for descriptions, assign a price to each item and select a
time frame which are detailed below:

a) Create a column for items: Similar to the inventory list, this column
will list all items.

b) Create a column for descriptions: Include a description for each
item.

c) Assign a price to each item: Specify the unit cost for each item.

d) Create a column for remaining stock: Record the current quantity
of each item.

e) Select a time frame: Indicate the period for which the inventory is
being reported.

4. Inventory Management: The inventory management performs to
tracking, reordering, receiving and reconciling the documents which are
as under:

a) Tracking: Implement systems to track inventory Ilevels and
movements.

b) Reordering: Establish procedures for reordering items when stock
gets low.

c) Receiving: Develop procedures for efficiently receiving new inventory.

d) Reconciling: Regularly reconcile your inventory records with physical
stock.

5. Tips for Accuracy: The use consistent labeling and identification,
minimize distractions during the count, count carefully and accurately
and train staff on inventory procedures are the major tips for accuracy
inventory process which are -

a) Use consistent labeling and identification: Make sure items are
clearly labeled with SKUs or barcodes.

b) Minimize distractions during the count: Avoid distractions like
radios or cell phones.

c) Count carefully and accurately: Double-check counts to ensure
accuracy.

d) Train staff on inventory procedures: Make sure everyone involved
understands the process.

PRACTICAL EXERCISES

Activity 1: Demonstrate safe handling of warehouse tools.
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Materials Required: Required Computer along with net service, notebook,
pen, pepper, account file two persons.

Procedure:
1. Divide students into groups.

2. Explain or show images of the following warehouse tools:

Tool Function
Pallet Jack Move pallets safely
Hand Trolley Move boxes manually
Forklift (simulation) Heavy lifting and stacking
Tape Dispenser Packaging and sealing cartons
Box Cutter Opening packages (needs extra care)
Shrink Wrap Roller Securing items to pallets

3. Show students safe usage practices, like bending knees to lift or
wearing gloves when using cutters.

4. Assign Roles: Each group needs the following roles:
a) Warehouse Operator — uses the tool
b) Safety Supervisor — monitors actions and gives feedback
c) Observer/Note-Taker — records correct/incorrect actions
d) Trainer (optional) — explains the tool’s use and risks

5. Wear gloves and safety goggles, cut away from your body, retract blade
after use, dispose of used blades in a sharps bin Risk if Misused: Deep
hand cuts, Damaging goods inside box, Trip hazard if blade is left out

6. Check the floor for debris, keep feet clear of wheels, use both hands on
the handle, never ride or overload Risks if Misused: Toe/foot injuries,
Loss of control on inclines, Damaged goods or racking

7. Each group students role-plays a task involving one warehouse tool
while others observe and provides feedback.

a) Warehouse Operator: “I'll be using a box cutter to open these
cartons. I've got gloves and goggles on.”

b) Safety Supervisor: “Remember to cut away from your body.”
(Operator demonstrates proper technique. Observer takes notes.)

c) Observer: “You retracted the blade and placed it on the shelf safely.
Well done.”

8. Other group Debrief and Discussions on Role- play
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a) Ask which tool seemed most dangerous if handled wrong?

b) What habits help prevent injuries?

c) What should every new warehouse employee be trained on?
Activity2: Practice preparing dispatch slips, bin cards, and register entries.

Materials Required: Printable templates (dispatch slip, bin card, stock
register) Sample product data (provided below), Pens or clipboards, Role
badges or labels (optional)

Procedure:

1. Scenario Brief (Instructor to explain) your group are part of a warehouse
dispatch team. A customer has placed an order. Your task is to process
the dispatch by:

a) Picking the items

b) Updating the bin cards

c) Preparing the dispatch slip

d) Making stock register entries”

2. Assign Roles Each group should assign the following roles:

Role Responsibility
Warehouse Picker Picks stock and informs quantity moved
Bin Card Maintainer Updates bin card for each item
Dispatch Officer Prepares dispatch slip for outgoing goods
Storekeeper Updates the stock register
Supervisor Checks and signs off all documents

3. Each group will complete the following documents based on the sample

order:
Dispatch Slip (Outgoing)
Field Example Entry

Dispatch No. DS-2025-011
Date 20/06/2025
Customer Name Alpha Traders
Item Code A100, B200
Description Item A, Item B
Quantity 20, 15
Driver Name Mohan Rao
Vehicle No. MH14XY7
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. Perform the Role-Play (10-15 minutes)

a) Picker “picks” the stock from bins.

b) Bin Card Maintainer records the movement.

c) Dispatch Officer completes the dispatch slip.

d) Storekeeper enters the stock changes into the register.
e) Supervisor checks all documents and signs off.

f) (Optional: Driver arrives and collects goods.)

g) Encourage realistic language and teamwork.

. Debrief and Discussion ask the students:

a) What could go wrong if a document is incomplete?
b) Why must all documents be updated in sync?

c) How does this process help avoid stock discrepancies?

6. Required two students to demonstrate the process.

7. Ask them to create section like accounts department.

10.
11.

12.

. Do the Reviewing account statements step by step according to the

scheduled intervals (e.g., weekly, monthly?

. Demonstrate the verification of all payments like receiving and correctly

applied.
Ask them to demonstrate the follow process about delay anomalies.

Ask them to demonstrate the coordination between them and financial
team.

Demonstrate the records with file and account invoice copy.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

are powered industrial trucks used to lift and move heavy
materials in warehouses.

is the first step in the 5S methodology and focuses on
removing unnecessary items.

is a unique identifier for each inventory item in an ERP
system.

documentation includes item name, quantity, SKU, unit
cost, and total value.
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are robotic vehicles that follow predefined routes to move
materials autonomously.

B. Multiple Choice Questions

1.

Which of the following is not a type of rack used in material handling?
a) Cantilever Rack

b) Conveyor Belt

c) Pallet Rack

d) A-Frame

. What does SOP stand for?

a) Standard Operating Plan

b) Stock Optimization Process

c) Standard Operating Procedure
d) Storage Operation Protocol

. What is the key benefit of using an ERP item code?

a) Enhancing customer service response time
b) Unique identification of inventory items

¢) Improving warehouse lighting

d) Tracking employee attendance

. Which equipment is used to handle bulk loose materials like grain or

coal?

a) Forklift

b) Bulk Material Handling Equipment
c) AGV

d) Pallet Jack

Which of the following is NOT a benefit of combining 5S and SOPs?
a) Increased efficiency

b) Improved safety

c) Reduced transparency

d) Enhanced quality control

C. State whether the following statements are True or False

1.
2.

Pallet jacks are used only for vertical lifting of materials.

Standard Rate in ERP represents a historical or estimated cost for
budgeting.

. AS/RS systems are manually operated and require human input for

every transaction.

. Proper documentation can help in identifying inventory discrepancies.

5. One of the objectives of 5S is to sustain workplace improvements over

time.
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D. Match the Columns

S. No. Column A S. No. Column B
1 SKU A Tracks items using belts and rollers
2 Forklift B Standardized inventory identifier
3 Conveyor C Used to lift and move pallets
4 Seiso (Shine) D Regular cleaning and maintaining
workspace
Autpmated . B Follows pre-defined paths to
5 Guided Vehicle I
(AGV) transport goods autonomously

E. Short Answer Questions

1.

a kK L

Name any four-equipment used in material handling.

What are the key fields included in a basic inventory document?
Explain the importance of discount rates in ERP systems.

What is the role of SOPs in warehouse operations?

How does the 5S methodology contribute to workplace efficiency?

F. Long Answer Questions

1.

Describe the various types of racks and equipment used in Material
Handling.

. Discuss the significance of Item Codes and Rate Fields in ERP-based

inventory management.

. Explain in detail the preparation process for creating a basic inventory

document.

. How do 5S and SOPs complement each other in improving warehouse

efficiency?

. Describe the differences between Purchase Rate, Standard Rate, and

Average Rate in ERP.

G. Check your Performance

1.

Prepare a chart showing various types of racks and equipment used in
Material Handling.

. Demonstrate safe handling of warehouse tools.

. Demonstrate the verification of all payments like receiving and correctly

applied.

. Demonstrate the records with file and account invoice copy.

61



MODULE 2: PROCURMENT OPERATIONS AND
INVOICE PROCESSING

Procurement operations and invoice processing are foundational elements in
the role of a Supply Chain Executive. This module provides an in-depth
understanding of goods and services procurement that are identified, sourced,
ordered, received, inspected, and paid for in a supply chain environment.
Students will be introduced to the end-to-end procurement lifecycle starting
from demand forecasting and planning, followed by supplier selection,
purchase order creation, and finally, invoice verification and payment. These
activities are strategic functions that directly impact cost control, service
delivery.

This module explores tools like ERP (Enterprise Resource Planning) and MRP
(Material Requirements Planning) systems which are used to automate and
streamline procurement processes. Student will gain knowledge about these
system support inventory planning, supplier coordination, and data-driven
decision-making. Concepts such as the Bill of Materials (BOM) and short-term
and long-term demand forecasting are introduced to help students
understand how companies anticipate material needs and avoid disruptions.
The ability to align procurement with production schedules in a learning
outcome of this section.

Another critical focus is on the invoice processing cycle, which involves
matching supplier invoices with purchase orders and goods receipt notes the
payments that are made on time. Students will learn about the 3-way
matching process, invoice validation, approval workflows, payment
scheduling, and record-keeping requirements. The module also addresses
delays, mismatches, or missing documentation can lead to payment issues,
operational disruptions, and strained vendor relationships.

Also, regulatory compliance and company standards, in relation to GST,
packaging rules, and proper documentation is important part of the unit.
Students will understand legal documents such as invoices, e-way bills,
GRNs, MRNs, and delivery challans can be created, stored, and managed to
meet government regulations and internal audit policies. Student will also
study the importance of handling emergency procurements and managing
alternate suppliers during unforeseen disruptions.

Finally, the module emphasizes the importance of effective communication
with suppliers at every stage of the procurement and invoice process. Whether
confirming orders, resolving invoice discrepancies, coordinating returns, or
scheduling payments, clear and timely communication for smoother
operations and builds trust with vendors. Through case examples, structured
forms, and realistic workflows, this unit equips students with the practical
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knowledge and skills required to manage procurement operations responsibly
and support a resilient, cost-efficient supply chain.

This module Procurement Operations and Invoice Processing divided into four
sessions. The first session covers the procurement planning using ERP and MRP.
The second session deals with the supplier selection, order placement and follow
up. The third session focuses on the goods receipt, inspection and returns, and
the last session explains the invoice and regulatory compliances.
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SESSION 1: PROCUREMENT PLANNING USING ERP AND MRP

Procurement operations and invoice processing cover the entire lifecycle from
initial orders to final payment. It tells us about the procedure, practices, and
potential issue that need to be overcome for accurate and efficient
procurement process.

PROCUREMENT OPERATIONS

Procurement operations (Fig 2.1) are end-to-end operations of acquiring
goods, materials, and services needed by an organization to conduct its
business. This includes:

Demand Management by creating and submitting purchase demand. It
involves defining the required items or services, specifying quantities,
and providing justification for the purchase.

Supplier Selection by identifying and evaluating potential suppliers.
This may involve researching supplier, requesting proposals, and
conducting thoroughly to confirm they meet the requirements for
quality, price, and reliability.

Purchase Order (PO) Creation by generating and issuing purchase
orders to selected suppliers. The PO should clearly specify the items or
services being purchased, quantities, prices, delivery dates, and other
relevant terms and conditions.

Order Tracking and expediting through monitoring the status of
purchase orders and acting to expedite delivery when necessary. This
requires coordination between department and supplier.

Receiving and Inspection means verifying that goods and services
received match the purchase order. This involves inspecting deliveries,
comparing them to the PO, and documenting any discrepancies.

Procurement Operations

Demand
Management
Receiving and Supplier
Inspection U [: N q Selection
Order Tracking Purchase Order
and Expediting Creation

Fig. 2.1: Procurement Operations
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INVOICE PROCESSING

Invoice processing (Fig. 2.2) is the procedure of handling supplier invoices
from receipt to payment. Payments are made accurately and timely after
verifying that the goods or services are delivered as per agreement.

Invoice Processing

{EH Invoice Validation ]

)

{ Payment Processing \*.3)

{ Record Keeping ]

Fig. 2.2: Invoice Processing

o Invoice Receipt and Capture the relevant data, such as invoice number,
date, supplier name, amount, and purchase order number. It can be
done manually or through automated invoice processing systems.

e Invoice Validation is accurate and matches the purchase order and
receiving documents. This involves comparing the invoice details to the
PO and receiving report, checking for any discrepancies, and resolving
any issues.

e Approval Workflow by the appropriate personnel for invoices, involve a
multi-level approval process based on the invoice amount or other
criteria.

« Payment processing to suppliers according to the agreed-upon terms.
This may involve issuing checks, electronic funds transfers (EFTs), or
other payment methods.

e Record Keeping of all procurement and invoice processing activities.
This includes purchase orders, invoices, receiving documents, payment
records, and other relevant documentation.

Meaning of ERP and MRP

MRP is often a module within an ERP system and is especially useful for
inventory control and production planning:
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ERP MRP
(Enterprise Resource Planning) (Material Requirement Planning)

An ERP system is an integrated | An MRP system is a planning and
software platform used by | scheduling tool used  within
organizations to manage and | manufacturing and supply chain
automate business processes across | management. It calculates the
various departments such as | materials and components needed to
procurement, inventory, finance, | manufacture a product, and plans
human resources, sales, and |when to procure them.

production through a centralized
system.

IMPORTANCE OF PROCUREMENT PLANNING IN SUPPLY CHAIN
OPERATIONS

Procurement planning is a critical strategic function in supply chain
operations. It aligns purchasing activities with organizational goals,
production needs, and market demands. Following are the importance of
procurement planning in supply chain operations:

e Material availability by accurate procurement planning ensuring raw
material, component and services are available which will avoid stock
outs.

e Cost control and budgeting by negotiating better prices for long term
orders and reducing unnecessary purchases.

e Aligning procurement with production schedule for smooth and
continuous on time delivery of goods.

e Better coordination with suppliers and related production departments
encourages long term supplier relationships and reliability.

e Improves inventory management by maintaining overstocking and
shortages through JIT strategies.

e Procurement planning, especially when supported by ERP/MRP
systems, provides data-driven insights on demand, supplier
performance, and market trends. Aids in forecasting and risk
management this will enhance decision making with data.

For Example: A manufacturing company XYZ Ltd uses procurement planning
to forecast raw material needs for the next quarter. By using ERP/MRP tools,
it places timely orders with reliable suppliers, avoids stock outs during peak
production, and negotiates for better pricing through bulk purchases. As a
result, procurement process runs smoothly, cost is controlled, and delivery
commitments are met enhancing overall supply chain efficiency.
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Role of Bill of Material in Planning

Bill of Materials (BOM) is a structured list of components, raw material,
subassemblies, and parts required to manufacture a finished product. It
includes quantities, specification, and hierarchical relationships between

items.

Role of BOM in Planning

It is a basis of raw data for MRP to calculate the exact quantity of
material needed in procurement. MRP uses the BOM, along with
demand forecasts and inventory levels, to generate orders.

It helps in Procurement Planning by identifying material, quantity and
time which prevents out stocking.

BOM helps in to calculate total Cost Estimation that facilitates in
budgeting and cost negotiations.

It helps in organizing production timelines by knowing which
component is needed and in what sequence.

To maintain a better inventory control by matching inventory against
planned material BOM is used.

For Example: A company plans to manufacture 100 bicycles. The BOM shows
(Fig. 2.3) that each bicycle requires- 2 wheels, 1 frame, 1 handlebar, 1 seat.
The BOM helps the planner understand that 200 wheels, 100 frames, etc.,
must be available. Hence, MRP uses this data to check existing inventory,
Trigger purchase requisitions if stock is insufficient, Schedule production
accordingly.

BILL OF MATERIALS

Fork (1)

Crankarm (1)

Frame (1)

Handlebar (1)

\\‘ ﬁ/

Pedal (2)

Rim (2)

Wheel (2) [
F ‘ :

Seat (1)

BICYCLE (1)

Fig. 2.3: Showing BOM Example
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DEMAND FORECASTING FOR SHORT- AND LONG-TERM PERIODS

Demand forecasting is the process of estimating the future demand for a
product or service over a specific period. It helps organizations make informed
decisions about procurement, inventory, production, staffing, and logistics.
Forecasting can be categorized based on the period into two:

Name Definition Purpose Can be use Example
in
Short-Term | Forecasting Plan Weekly or | A grocery
Forecasting | demand for a | immediate monthly sales | store
short production planning. forecasts
duration, and Daily raw | increased
typically from | procurement. | material demand for
a few days up | Optimize requirements. | cold drinks
to 12 months. | inventory and | Managing in the
workforce. stock during | summer and
Manage peak seasons. | increases
seasonal procurement
fluctuations. accordingly.
Long-Term | Forecasting Plan for | Annual An
Forecasting | demand over a | capacity budgeting. automotive
longer period, | expansion or | Strategic company
typically 1 to 5 | capital sourcing forecasts
years or more. | investment. decisions electric
Decide on new | warehouse vehicle
product planning demand over
development. S5 years to
Negotiate plan battery
long-term procurement
supplier and factory
contracts. setup.

Both short-term and long-term demand forecasting are essential tools in
supply chain management. While short-term forecasts support daily
operations and procurement, long-term forecasts guide strategic planning
and investment. A well-balanced approach to both results into a responsive,
cost efficient and customer focused supply chain.

PRACTICAL EXERCISES

Activity 1: Become the Supply Chain Executive help students understand
the real-world flow of procurement and invoice processing.

Material Required: Pad, Pen, Pencil, Procurement and invoice processing
equipment.

Procedure:

1. Divide the class into small groups.
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. Assign each student a role:

a) Demand Manager

b) Supplier

c) Procurement Executive
d) Warehouse Inspector

e) Accounts Officer

3. Give the team a scenario (e.g., ordering 100 chairs for a company event).

6.

. Each student will act out their part—creating demand, selecting

suppliers, issuing PO, checking goods, verifying invoice, and processing
payment.

. After the role-play, groups present what went well and what could go

wrong in the situations.

Write in notebook and Submit the following to your Teacher.

Activity 2:3-Way Matching Puzzle to practice invoice verification using

matching logic.

Material Required: Pad, Pen and Pencil.

Procedure:

1.

5.
6.

Give students three sets of slips:
a) Purchase Orders

b) Goods Receipt Notes

c) Invoices

Each set has realistic but shuffled data (e.g., Item: Steel Rods, Quantity:
200, Price: 2100 per unit).

Students must match the correct PO, GRN, and Invoice for each
transaction.

. They must identify:

a) Which invoices are ready for approval
b) Which ones have errors (e.g., overbilling, under-delivery)
Discuss it with the fellow students and confirm with coordinator.

Prepare a report and submit to the teacher.

Activity 3: BOM Breakdown and Material Planning by understand how a Bill
of Materials helps in planning and procurement.

Material Required: Pad, Pen and Pencil, bill formats.
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Procedure:
1. Give students a simple product (e.g., a wooden table).
2. Provide a BOM (e.g., 1 tabletop, 4 legs, 1 screw pack).
3. Ask students to:
a) Calculate materials needed to make SO tables.
b) Check current inventory (provided).
c) Decide what needs to be ordered and when.

4. Students will also prepare a basic purchase plan using the ERP/MRP
logic.

5. Prepare a report on it.
6. Discuss process in class and prepare notes.

7. Prepare a report and submit to the teacher.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. is the process of defining required items, quantities, and
justifying the need before placing an order.

2. A Purchase Order is issued to the to confirm the order and
delivery terms.

3. The process of comparing the invoice, purchase order, and goods receipt
note is called

4. is a software system used to manage and automate business
operations across departments.
5. A Bill of Materials (BOM) provides a detailed list of and

components required to manufacture a product.
B. Multiple Choice Questions

1. What is the main objective of procurement operations?
a) To sell finished goods
b) To acquire goods, materials, and services for business operations
c) To manage employee performance
d) To promote products

2. Which step involves verifying that received goods match the purchase
order?
a) Supplier Selection
b) Demand Management
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c) Receiving and Inspection
d) Payment Processing

3. What is the purpose of invoice validation?
a) To create purchase orders
b) To match invoice details with PO and receiving documents
c) To deliver goods
d) To select suppliers

4. What is the role of a Bill of Materials (BOM)?
a) To track employee attendance
b) To list components required to manufacture a product
c) To manage customer feedback
d) To approve invoices

5. Short-term demand forecasting is mainly used for:
a) Long-term investment planning
b) Strategic decision making
c) Daily and monthly operational planning
d) Hiring employees

C. State whether the following statements are True and False

1. A Goods Receipt Note (GRN) is created after the goods have been
received and inspected.

2. The 3-way matching process compares the purchase order, supplier
profile, and invoice.

3. ERP stands for Enterprise Resource Planning.

4. A Bill of Materials (BOM) helps in identifying what products a company
should sell.

5. Short-term forecasting usually covers a period of a few days up to 12
months.

D. Match the Columns

S.No. Column A S.No. Column B
1 Purchase Order (PO) A List of parts required to build
a product
o ERP B Document issued to confirm a
purchase
Bill of Materials Software to manage business
3 C
(BOM) processes
4 Invoice Processing D Checks goods received, order,
and bill
5 3-Way Matching B Han.dhng supplier bills from
receipt to payment
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E. Short Answer Questions

1.

a kK L b

What is the purpose of a Purchase Order (PO) in the procurement
process?

Explain what 3-way matching means in invoice processing.
How does an ERP system support procurement operation?
Why is a Bill of Materials (BOM) important in planning production?

What is the difference between short-term and long-term demand
forecasting?

F. Long Answer Questions

1.

Explain Describe the process involved in procurement operations, from
identifying demand to receiving goods. Why is each step important for
smooth supply chain functioning?

. Explain the complete process of invoice handling, including accurate

and valid payments are made to suppliers. What role does 3-way
matching play in this process?

. Discuss the importance of procurement planning in supply chain

management. How do tools like ERP, MRP, and the Bill of Materials
(BOM) help in effective planning and inventory control? Provide
examples.

G. Check Your Performance

1.
2.

Prepare a chart for procurement operations.

Prepare a role of BOM in planning write it in your note book.
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SESSION 2: SUPPLIER SELECTION, ORDER PLACEMENT AND

FOLLOW UP

The coordinated process of supplier selection, order placement, and follow-up
(Fig 2.4 and 2.5) that procurement is carried out efficiently, cost-effectively,

and without disruption.

/ i)

Supplier Selection

is the process of
identifying and
choosing the most
suitable vendor
who can supply
the required goods
or services in the
desired quality,
quantity, price,
and within the
required period.

A

/" Order Placement

.

is the formal
process of issuing a
Purchase Order
(PO) to the selected
supplier to confirm
the purchase of
materials or
services. It defines
the terms of
purchase, including
item details,
pricing, delivery
date, and payment

a

conditions.

Follow-up

refers to the
activities carried out
after the PO is
issued, to ensure the
order is progressing
as planned. This
includes tracking
order status,
ensuring timely
delivery, and
handling any delays
or issues that may
arise during
procurement.

A

Fig. 2.4: Supplier Selection, Order Placement and Follow up

Process of supplier selection, order placement and follow up

Procurement Process Sequence

Define Request for Ciriata Track Ordar Confirm
Purchase Quotation Choose the Poichase Send PO to Progress Shipment/Delivery
Needs RF Best Supplier Supplier
(RFQ) PP Order (PO) PP Maintain Get shipment
Specify item Send RFQs to Select the most Draft the PO with Email or share the communication for detaiis and
details and shortlisted suitable supplier ik akar Atoll PO with the supplier timely dispatch prepare for
requirements suppliers i receipt
a2 F R B B B €
o = A% o © =3 @
™ o — o™ - -l Py > o Y D
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e
-—
Search for Evaluate Register the Internal PO Resolve — ]
Suppliers Supplier Supplier Approval Acknowledgment Issues ), 4ate Procurement
Responses Onboard new Get the PO Supplier confirms Handle any Record delivery
acceptance of problems quick  dates and supplier performance

Identify potential
suppliers using
databases

approved

suppliers intot
internally

system

Compare offers
the order

based on various
criteria

\—-/_/"

Supplier Selection

Follow-up

,,-/

Order Placement

Fig. 2.5: Sequential Process of Procurement Under Supplier Selection, Order
Placement and Follow-Up
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The coordinated process of procurement is carried out efficiently, cost-
effectively, and without disruption. Proper execution of these steps helps to
build reliable supplier relationships, maintain smooth operations, and
improve overall supply chain performance.

CRITERIA FOR SUPPLIER SELECTION: QUALITY, COST, CAPABILITY,
LEAD TIME

Selecting the right supplier is crucial for maintaining quality, controlling
costs, and timely delivery of goods. A well-defined evaluation of suppliers
helps organizations achieve reliable procurement and strong supply chain
performance (Fig 2.6).

Following are the four important criteria of Supplier Selection: Quality, Cost,
Capability, Lead time

CHARACTERISTIC QUALITY COsT CAPABILITY \ LEAD TIME

Meeting | :
DEFINITION specifications and Total expenses for Ability to meet Time from order to

standards product procurement requirements delivery

IMPORTANCE Customer satisfaction, Impacts profit, Handles order Impacts planning,

reduces rework aligns with budget volumes, reduces risk avoids delays

Certifications, Unit price, payment terms,  Production capacity, Fulfillment time,
EVALUATION control, defect rates shipping workforce, stability reliability, flexibility

Fig. 2.6: Criteria for Supplier Selection: Quality, Cost, Capability, Lead time

Effective supplier selection depends on a balanced evaluation of all four
criteria. A supplier should not only offer competitive pricing but also deliver
high-quality products, sufficient quantity, and timely delivery.

PREPARING AND REVIEWING PURCHASE ORDERS

A Purchase Order (PO) is a legally binding document issued by a buyer to a
supplier to confirm the purchase of goods or services. It outlines the details
of the items, quantity, price, delivery terms, and payment conditions.
Following is process of Purchase Orders process:

o Verify Purchase Requisition by confirming that an internal requisition
(PR) has been approved by the concerned department. After Checking
item description, specifications, quantity, and urgency

e Select Supplier based on quotation approved vendor list registered in
the ERP.

e Draft the PO in ERP system including PO no., supplier details, item
details, Quantity, Delivery location, Payment Terms, Tax details,
shipping

e Attach documents such as quotation, T&C, contract, etc.

74



Reviewing a Purchase Orders

Before sending a PO to the supplier, it must be reviewed carefully to comply
with accuracy and compliance (Fig 2.7).

CHECK ITEM REASON

Item Specifications Correct goods acquisition
Quantity and Unit Order volume accuracy
Supplier Details Accurate vendor information
Pricing and Taxes Cost precision assurance
Delivery Address and Date Project timeline alignment
Payment Terms Clear transaction conditions
Approval Status Authorization confirmation

Fig. 2.7: Purchase Order Checklist
Note: Use ERP-based workflows for digital approvals and change tracking

Reviewing a Purchase Order is important to safeguard against errors,
financial missteps, and operational delays. A well-reviewed PO strengthens
procurement integrity, protects organizational interests, and supports smooth
execution of the supply chain.

COMMUNICATION PROTOCOLS WITH VENDORS

Communication protocols with vendors are important for maintaining strong
supplier relationships, accurate order execution, and minimizing operational
disruption. This can have manufacturer, supplier, distributor, transportation,
wholesaler and retailer. There is a different communication protocols used in
supply chain with specific requirements depending on the needs of individual
organizations. For example, IOT, RFID, Email, Digital handheld devices
(phone or video call), cloud-based computing (vendor portals), etc. The
purpose of vendor communication protocol is to have clarity and consistency
in all communication, build transparency and trust with supplier and prevent
error or misunderstanding.

A well-defined Communication protocol of supply chain must have four basic
steps; these are shown in following (Fig. 2.8).
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VENDOR COMMUNICATION PROTOCOL

During

Procurement Periodic Reviews

Vendor performance
review, audits, renewal
of agreements

Issuing PO, confirming
lead time, tracking
deliveries

Post-
Procurement

Pre-Procurement

Request for Quotation
(RFQ), negotiations,
clarification of
specifications

Delivery
acknowledgment,
quality feedback,

payment issues, returns

Fig. 2.8: Basic Vendor Communication Protocol

Clear, consistent, and timely communication with vendors is a cornerstone of
successful procurement. By following well-defined communication protocols,
organizations can streamline operations, reduce risks, and build strong
vendor relationships that support long-term business success.

Emergency Procurement and Alternate Supplier Management

In the supply chain environment delay and disruption of unseen demand can
arise at any time. Here the supply chain executive plays an important role in
Emergency procurement with the help of alternate supplier management.
Emergency procurement is the rapid acquisition of goods outside the normal
procurement cycle, typically triggered by unexpected or unforeseen needs,
may be due to disruption in supply chain, sudden spike in demand, festive
season, delay by other vendors, or natural issues. Emergency Procurement
process (Fig 2.9, 2.10 and 2.11) comprise of need identification, justification,
short listing of vendors, Rapid/Direct Purchase, management Approval, Order
Placement, documentation.
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EMERGENCY PROCUREMENT PROCESS

Need Short Listing Management
Identification of Vendors Approval Documentation
Recognizing the Selecting potential Obtaining Recording all
urgent suppliers necessary procurement
requirement authorization details

B R B

O Oo—>
E
| ﬁ@
Justification Rapid/Direct Order
Purchase Placement

Providing reasons
for the Initiating quick Finalizing the
procurement purchasing action purchase order

sy [BF Ea

Fig. 2.9: Emergency Procurement Process

Alternate Supplier management (ASM) play a important role during the
emergency procurement process as it identify, on boarding, and maintaining
backup vendors to reduce dependency on a single source and which help in
supply continuity in emergencies. ASM provide continuity, competitiveness,
reduce failure risk, and helps during peak demand. While the process evolves
Risk analysis, vendor prequalification, trails orders, contract, ERP, review and
update.

Procurement Process Sequence

Define Request for P~ Track OFd Confirm
Purchase Quotation Choose the  oreMe Send PO to oo oreel’ Shipment/Delivery
Needs (RFQ) Best Supplier Order (PO Supplier 9
: rder (PO) Maintain Get shipment
Specify item Send RFQs to Select the most Draft the PO with Email or share the communication for detaiis and
details and shortlisted suitable supplier necessary details PO with the supplier timely dispatch prepare for
requirements suppliers receipt

S
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Search for Evaluate Register the Internal PO Resolve
Suppliers RSupplier Supplier Approval Acknowledgment Issues Update Procurement
Ideniify potential RIpOnTes Onboard new Get the PO Supplier confirms Handle any Record delivery
suppliers using Compare offers suppliers intot approved acceptonce of problems quick dates and supplier performance
databases based on various systern internally the order
criteria
Supplier Selection Order Placement Follow-up

Fig. 2.10: Procurement Process Sequence
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Emergency Procurement Request Form

1. Request Details:
Request ID:
e Date:
* Requesting Department:
e Requester Name & Designation:
¢ Contact No. / Email:
2. Ttem Details:

Item Item Qty. | Urgency Level | Reason for
Code Description (High /Med) Emergency

3. Justification: (Explain why regular procurement cannot be followed):

4. Alternate Vendor Suggested (if Any):

Vendor Contact Lead Time | Approved in Vendor List
Name Person (Y/N)

5. Approvals Required:

Role Name Signature | Date
Department Head
Procurement Manager

Finance @ Head (iff over
threshold)

6. Procurement Team Notes:
e P.O. No (if created):
e Vendor Selected:

7. Delivery Expected By: ___/ /

Attachments:

+ Vendor Quotation (if available)
« Previous PO/Invoice (if related)
« Any supporting photo or breakdown report

Note: Use this form when a department needs to initiate emergency procurement outside the
normal purchase cycle,

Fig. 2.11: Emergency Procurement Form

Both emergency procurement and alternate supplier management are critical
tools for resilient and agile supply chain operations. When handled
systematically, they prevent operational downtime, reduce risk, and improve
responsiveness during crisis scenarios.
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PRACTICAL EXERCISES

Activity 1: Package Audit and Discrepancy Report Simulation.

Material Required: Packaging material, Pad, Pen, Pencil.

Procedure:

1.
2.

6.
7.
8.

Divide students into small teams, each acting as a delivery associate.

Provide each team with a set of packages and a corresponding delivery
manifest.

. Teams must inspect the packages and compare them with the manifest

to identify discrepancies (e.g., missing packages, damaged items,
mislabeling).

. Once a discrepancy is found, they must fill out a discrepancy report,

including order details and photographic evidence.

. Each team presents their findings and reports to a "supervisor' (a

designated student or instructor).
Discuss with other students of class
Submit it to the teacher

Ask your teacher to review

Activity 2: Prepare a Role-Play of Supervisor and Delivery Associate.

Material Required: Pad, Pen, Pencil.

Procedure:

1.

Pair students into two roles: one as the Delivery Associate and the other
as the Supervisor.

. Each pair picks a scenario card describing a discrepancy.

. The Delivery Associate must explain the issue clearly, providing all

necessary details, as if they were reporting to a real supervisor.

. The Supervisor must ask relevant questions and guide the resolution

process according to the SOP.

. After role-playing, switch roles and try a new scenario.

. The class discusses effective reporting techniques and ways to improve

communication.

. Re-examine the scenario.
. Discuss it with class students.

. Write it in your note book.
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Activity 3: Prepare a Role play by analyze delivery records, identify
discrepancies, and update records accurately.

Material Required: Recording register, Formats equipment, Pad, Pen, and
Pencil.

Procedure:

1.

Provide students with delivery logs containing errors (some intentional
mistakes).

. Ask them to review the records and identify discrepancies.
. Using the SOP, they must decide how to correct each error.

. Each student submits a corrected version of the delivery record with a

written explanation of their corrections.

. Discuss common mistakes and best practices for maintaining accurate

records.

6. Re-examine the scenario

7.
8.

Discuss it with class students

Write it in your note book.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

The four main criteria for supplier selection are Quality, Cost,
Capability, and

. A is a legally binding document issued to a supplier to

confirm the purchase of goods or services.

. Clear and consistent communication with vendors helps build

and prevent errors.

. Emergency procurement is triggered by unforeseen needs such as

supply disruptions or in demand.

. Alternate Supplier Management helps reduce on a single

source by maintaining backup vendors.

B. Multiple Choice Questions:

1.

What is the primary goal of supplier selection, order placement, and
follow-up?

a) To increase supplier prices

b) To disrupt the procurement process

c) To ensure efficient, cost-effective, and timely procurement

d) To reduce vendor communication
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2. Which of the following is NOT one of the four criteria for supplier
selection?
a) Quality
b) Cost
c) Marketing
d) Lead Time

3. What does a Purchase Order (PO) typically contain?
a) Item codes and personal opinions
b) Supplier reviews and social media links
c) Item details, quantity, pricing, delivery terms, and payment terms
d) Customer preferences and branding information

4. What is the main objective of communication protocols with vendors?
a) To delay decision-making
b) To ensure consistent and clear communication
c) To replace procurement staff
d) To remove the need for POS

5. Alternate Supplier Management (ASM) helps an organization by:
a) Encouraging single vendor dependency
b) Creating pricing issues
c) Providing backup options during emergencies
d) Removing all existing vendors
. State whether the following statements are True and False

1. A Purchase Order (PO) is an informal document that does not require
review before sending to the supplier.

2. Lead time is one of the important criteria used in supplier selection.

3. Communication protocols with vendors help reduce errors and
misunderstandings in the supply chain.

4. Emergency procurement follows the regular procurement cycle and
timelines.

5. Alternate Supplier Management (ASM) ensures supply continuity by
maintaining backup vendors.
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D. Match the Columns

S.No. Column A S.No. Column B
1 Supplier Selection A Ensures backup options
Criteria during emergencies
2 Purchase Order (PO) B Quahty , Cost,  Capability,
Lead Time
Communication Formal request for goods with
3 C s
Protocols terms and conditions
Alternate = Supplier Prevents miscommunication
4 D .
Management and builds transparency
Emergency Rapid acquisition of goods
S E
Procurement due to urgent need

E. Short Answer Questions

1.
2.

What are the four criteria used in selecting a supplier?

Why is it important to review a Purchase Order before sending it to the
supplier?

What is the purpose of communication protocols in vendor
management?

. When is emergency procurement typically used in supply chain

operations?

. How does Alternate Supplier Management (ASM) support supply

continuity?

F. Long Answer Questions

1.

Explain the process of supplier selection, order placement, and follow-
up in procurement. Why is each step important in ensuring supply
chain efficiency?

. What is emergency procurement, and how does Alternate Supplier

Management (ASM) support it during unexpected supply disruptions?

G. Check Your Performance

1.
2.

Take out the print of communication protocols and prepare chart.

Spell out the issue clearly, providing all necessary details, as if they
were reporting to a real supervisor.
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SESSION 3: GOODS RECIEPT, INSPECTION AND RETURNS

When goods are delivered to a company by a supplier, they must be received,
inspected, and verified before being accepted into inventory or returned if
defective. This process is crucial for inventory accuracy, quality control, and
supplier performance tracking.

PROCESS OF GOOD RECEIPT, INSPECTION AND RETURNS

Goods Receipt (GR) refers to the process of physically receiving goods from the
supplier and verifying them against the Purchase Order (PO) and delivery
challan. This is the first process in confirming that the procurement cycle has
been successfully executed. Process followed under GR:

S.No. Process Description

1 Delivery Arrival Transporter delivers goods at the
designated gate/warehouse

2 Document Verification Check the Delivery Challan, PO, Invoice,
and E-Way Bill

3 Quantity Check Physically count the items against the
Purchase Order (PO)
4 Goods  Receipt Note | Create a GRN in ERP system or

(GRN) manually, indicating received quantity,
date, and condition
5 System Entry Update stock in ERP/inventory system
with batch/serial number, expiry date
(if applicable)

A Goods Receipt Note (GRN) is a document made when the goods ordered from
a supplier are received and checked by the company. It is important to prove
that company received goods, helps in checking goods condition, updates
stock (Fig 2.12), and account department for payment to vendor

Process followed under GRN:

S. No. Process What Happens Example

1 Goods Delivered | Items arrive from the | 100 boxes of pens
supplier. delivered.

2 Physical Check Count and inspect the | Count pens and check
goods. boxes.

3 Compare with PO | Match with the | Were 100 boxes
Purchase Order. ordered?

4 Create GRN Fill the GRN form with | 98 good, 2 damaged.
received quantity.

5 Record in System | Update @ the  ERP | Now stock shows 98
system or inventory | boxes
log.
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GRN
No.

Received
By

Item
Name

Item
Code

Vendor
Name

Date PO

No.

Qty Conditio
Received n

Qty
Ordered

Fig.2.12: Sample of GRN Form Format

QUALITY INSPECTION PROCEDURES AND COORDINATION WITH
DEPARTMENT

Quality Inspection

Quality inspection is the process of checking the goods received from a
supplier to check they are in the correct quantity, in good condition, right
product as ordered, not broken, etc., just like a student checks if a new box
has all the tools inside in same way company also checks its deliveries before

accepting them (Fig. 2.13). Quality Inspection Procedure as follows:

S.No. Procedure Detail Example

1 Receive the | The store or warehouse team | 5 boxes of school

Goods unloads and checks the | bags are
packages as they arrive. delivered to the
school.

2 Initial  Visual | Look at the boxes for signs of | Box is slightly
Check damage like torn packaging, | torn at the

dents, or water damage. corner.

3 Verify Quantity | The team counts and checks if | Ordered 100

the number of items received | school bags,
matches what was ordered | received only 95.
(Purchase Order - PO).
4 Sampling and | A few items are opened and | Open 5 bags, test
Testing tested for quality. zippers and
Are the materials strong? straps.
Are the colors or sizes correct?
Do machines or electronics
work properly?

5 Record Findings are recorded in an | 95 bags received,
Inspection inspection report or Goods |3 bags torn, 2
Results Receipt Note (GRN). wrong color."

6 Coordination The quality team informs | Supplier is told
and Reporting | other departments if there’s |[to replace 3

any issue with Purchase | damaged bags.
department, Accounts
department, Supplier

7 Create Return | If items are damaged, wrong, | Torn box need to

Note (if needed)

or extra, the Material Return
Note (MRN) is prepared, and
the supplier is asked to take
them back.

be return, create
MRN.
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Item Name | Qty Received | Inspected Qty Rejected Qty | Remarks

Pass Qty

Fig 2.13 Sample of Inspection Report Table Format
Coordination with Departments

Multi departments work together in the process of Quality inspection from
start point of procurement to end at user department, to levy with the modern
competitive supply chain. Here is a different department that coordinates with
each other to provide a qualitative product to the end user:

Department-Wise Responsibilities

Department Inspection Process Tools Used in
Inspection

Store /Warehouse | Receive goods, do basic checks, | Checklist
prepare GRN

Quality Control Test quality, check defects, | Measuring tools,
prepare inspection reports testing equipment’s

Purchase Check PO, contact supplier, | Photos

Department approve MRN

Accounts Wait for inspection approval | Bills

Department before releasing payment

User Department | Sometimes tests the product if | Mechanical Tools
it's a special tool or material

For Example: The school ordered 50 whiteboards for new classrooms. When
the delivery came, 3 boards had cracked corners, and 2 were the wrong size.
The store team checked the PO, filled the GRN for 45 boards, and an MRN for
S faulty ones. The quality team took photos and shared a report with the
purchase officer. The supplier was contacted to replace the 5 damaged boards.
Only after replacements arrived, the payment was made.

Material Return Note (MRN)

An MRN is a document made when something is wrong with the received items
and they need to be sent back to the supplier. MRN proves to be important
because it keeps record of return goods, inform supplier about the issues in
return, replacement or refund of return, and maintaining inventory records.
The purpose of MRN is to keep record (Fig 2.14), inform supplier, and update
inventory and Refund or replacement.

MRN
No.

Date

PO

No.

Vendor

Item Name

Qty

Returned

Reason for
Return

Approved By
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Material Return Notes (MRN) Process

If goods are found damage, defective, or not as per PO specification, they have
to be returned to the supplier using a Material Return Note (MRN) Following

is the process of returns:

S.No. Process Action
1 Identify Rejected Items | During inspection, mark items for return
2 Prepare Material Return | Record item code, quantity, reason for
Note (MRN) return
3 Notify Vendor Share MRN copy with vendor via email or
ERP portal
4 Arrange  Pickup or | Based on terms, vendor may pick up or
Reverse Logistics customer returns items
5 Update ERP Debit inventory, block payment, initiate
replacement/re-order if needed

MRN preparation for Handling Shortages, Discrepancies and Rejected Items

When goods are received, they are checked carefully. If there is any issue, it
must be recorded and resolved.

mismatch between
what was ordered

size, Wrong qty.

S.No. Issue Details Preparation
1 Shortages Occurs when fewer Count and compare with
items are received the Purchase Order (PO).
than what was Inform  the  purchase
ordered e.g. You department or vendor
ordered 100 pens but immediately.
got only 90 Make a note in the Goods
Receipt Note (GRN).
Request for balance
delivery or adjust in the
invoice.
2 Discrepancies | Discrepancy means Report to the procurement

or quality team.
Prepare a discrepancy

and what was report.
received. E.g. Wrong Coordinate with the
product, Incorrect supplier for correction.

May lead to partial
acceptance or full return
(MRN).
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Rejected

These are goods that
fail quality
inspection or are
found damaged or
unfit for use, E.g.
Torn packaging,
expired food items,
scratched machinery
parts

Quality team inspects and
flags items for rejection.
Prepare a rejection report.
Record in the MRN.

Send the item back to the
vendor.

Follow up for replacement or
credit note.

The process of goods receipt, inspection, and returns is critical for ensuring
inventory accuracy, product quality, and supplier accountability. Following
proper SOPs reduces errors, strengthens vendor relationships, and improves
operational efficiency.

PRACTICAL EXECISES

Activity 1: Prepare a role play on receiving and inspecting goods for
understand the process of goods receipt, inspection, and returns.

Material Required: Formats, Notepad, Pen, pencil

Procedure:

1.
2.

Divide students into small groups.

Assign roles in each group:

a) Supplier

b) Store/Warehouse Staff

c) Quality Inspector

d) Purchase Department

e) Accounts Department

. Give them a sample scenario E.g., 10 computers are delivered. under

which 2 have broken screens and 1 is missing.

a) Goods receipt

b) GRN creation

c) Quality inspection

d) MRN preparation

e) Coordination with departments

5. Discuss the list with other students,

6. Prepare a report file.

7. Submit the report to the teacher.
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Activity 2: Prepare and Practice documenting received and returned goods
(GRN and MRN Form Filling Exercise)

Material Required: GRN, MRN forms, Notepad, Pen, and Pencil

Procedure:

1. Provide students with a printed blank GRN and MRN form (or digital
templates).

2. Share a case: “A school ordered 50 chairs out of which 45 were received
in good condition, 3 were scratched, and 2 were missing.”

3. Ask students to:
a) Fill the GRN for 45 good chairs.
b) Fill the MRN for 3 damaged and 2 missing chairs.

4. Review answers as a class and discuss common mistakes.

5. Make a file of the photos and issue

6. Prepare a analytical Chart

7. Submit the report to the class teacher.

Activity 3: Inspection Report Challenge: develop observation and error-
identification skills during quality checks and make a report.

Material Required: Formats of forms, Notepad, Pen, and Pencil.

Procedure:

1.

® N o a &

Give students a sample inspection report (with deliberate errors, like
mismatched PO quantity, wrong product code, or incorrect condition
noted).

. Ask students to:

a) Read the report carefully.
b) Find and circle the errors.
c) Correct the errors in a clean copy.

Discuss how such errors affect payment, stock, and vendor
relationships.

Also make a Report on it.

After completion share it with your fellow students.
And submit it to your teacher.

Ask the teacher for further editing if required.

Later explain it to the class students.

88



9.

Copy same into your notebook.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

a kK L b

The team is responsible for unloading and checking goods at
arrival.
A is created to officially record received goods.

If a product is damaged or wrong, we prepare a
Rejected items are noted in the report.

The department verifies PO and contacts suppliers.

B. Multiple Choice Questions

1.

What is the first step in the Goods Receipt process?
a) Creating an MRN

b) Physical inspection of goods

c) Delivery arrival at the warehouse

d) Updating ERP system

. Which document is used to officially record the receipt of goods?

a) Purchase Order (PO)

b) Material Return Note (MRN)
c) Invoice

d) Goods Receipt Note (GRN)

. Which department is responsible for inspecting and testing the quality

of received goods?

a) Accounts Department

b) Warehouse Department

c) Quality Control Department
d) Sales Department

. When do we prepare a Material Return Note (MRN)?

a) When goods are fully received and verified

b) When payment is made to the vendor

c) When goods are found to be damaged or incorrect
d) Before checking the delivery

. What action should be taken if the number of received items is less than

what was ordered?

a) Make payment to supplier

b) Prepare an MRN immediately

c) Update GRN and inform purchase/vendor
d) Ignore the shortage
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. State whether the following statements are True and False

1.

Goods Receipt happens before goods are accepted into inventory, not
after being sold.

. GRN stands for Goods Receipt Note.

. MRN is used when items are faulty, damaged, or wrong, and need to be

returned.

. Quality inspection is done before payment is made.

5. The user department may test products, especially technical or special-

use items.

. Match the Columns

S.No. Column A S.No. Column B
1 GRN A Notes.made to return goods to
supplier
9 MRN B Report‘ prepared when quality
check is done
Shortage C Goods received less than
ordered
4 Inspection Report D Document for received goods
) Mismatch in order vs received
Discrepancy E
goods

. Short Answer Questions

1.

4.

What is the purpose of Goods Receipt Note (GRN)?

. What steps are taken when a shortage is found during goods receipt?

1
2.
3

Mention two tools used in the quality inspection process.

. Why is coordination with other departments important during goods

inspection?

What is the role of the accounts department in this process?

. Long Answer Questions

1.
2.

Explain the process of Goods Receipt and GRN preparation.

Describe the Quality Inspection process and how Material Return Note
(MRN) is prepared.

. Check Your Performance

1.
2.

Make a document on GRN entry and ERP updates.

Make your own inspection steps like sampling, recording issues, and
coordinating with departments.
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SESSION 4: INVOICE AND REGULATORY COMPLIANCES

When a company buys goods or services, the seller sends a bill called an
invoice. The invoice helps the company know how much to pay and when to
pay it. But before payment, the company follows a clear process to check and
approve the invoice. Process of Handling Invoices (Fig. 2.15).

HANDLING INVOICES

Receive the Invoice

o

Supplier sends invaice

B)
Y

[ ”‘L Check for 3-Way Match
SWV)J Match imoice with PO and GRN

reference

,. Record Keeping
h! Save invoices for future

Fig. 2.15: Handling Invoices
INVOICE VERIFICATION: MATCHING WITH PO AND DELIVERY

Invoice verification is the process of checking the invoice (bill) sent by the
supplier to make sure it matches the Purchase Order (PO), company ordered
and Goods Receipt Note (GRN)Invoice (Fig. 2.16). This will check that the
company pays only for goods that were actually ordered and received, and at
the right price. For the purpose of invoice verification generally company opt
for a process called 3-Way Matching process.

Document Purpose Prepared By
Purchase Order | Shows the  company | Procurement Department
(PO) ordered goods
Goods Receipt Note | Shows goods were | Stores/Warehouse
(GRN) received by company Department
Invoice Shows the supplier | Supplier

payment

Note: All three must match in Quantity, Price, Product description, Delivery
date
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INVOICE VERIFICATION PROCESS

$= N F ?

E:E \ — T = :@
Receive Invoice>§ Compare with PO )’ Check GRN /) ApproveorFlag )
/4 /. //

@ € ®
The in voice is The goods received The invoice is either
compared withthe note is checked

purchase order

approved for payment
or flagged for

to check for further review,

discrepancies

Fig. 2.16: Invoice Verification Process
For example, Let’s assume XYZ school orders 10 printers for 35,000 each.
PO: 10 printers @ 35,000 = 350,000
GRN: Only 9 printers received
Invoice: 10 printers @ 35,000 = 250,000
Mismatch found! The company should either:
Ask for 1 more printer, or Ask for a new invoice for ¥45,000 (9 printers)
GST, PACKAGING AND DOCUMENTATION COMPLIANCE

In any supply chain, simply buying and selling goods is not enough.
Companies must follow rules and regulations. This includes paying correct
taxes, packing products properly, and using the right paperwork. This

compliance executes in to three main parts:

GST

Packaging

Documentation
Compliance

GST is charged on
the sale of goods
and services in
India. GST plays a
crucial role in the
buying,

movement, and
selling of goods,
especially in the

invoice handling
process in supply
chain. Every

organization must
follow GST rules
supplying
product.

Packaging is not only about
putting goods into a box. It
involves specific standards
so that the product is
protected, traceable, and
legally compliant.

The product must be packed
in a way that prevents
damage during transport.

All packages should be
properly labeled with details
such as:

1. Product name

2. Quantity

3. Batch number

It is having all the
correct legal papers that
go with the goods. These
documents are used to
Prove ownership, show
GST paid and help to
transport the goods
legally

Document include:
Invoice

E-way bill
Packaging list
Delivery challan
PO

GRN

AR S

Example:
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GST

It

must

the

be | 4.
clearly mentioned
on all invoices. S.
helps
government track | 6.
the movement of
goods and collects
taxes properly. 7.

Manufacturing and |A  shipment  worth
expiry dates 380,000 being
Maximum Retail Price | transported between
(MRP) cities must have:
Handling instructions | A proper invoice with
(like  “Fragile”, “Keep | GST

Upright”) A valid E-Way Bill

For food and medical
items, packaging must
follow FSSAI and drug
compliance standards.
Recyclable packaging or
eco-friendly labels may
also be mandatory in
some industries.

Product details in the
packing list

If for demo, a delivery
challan
invoice

instead of

PAYMENT PROCESSING WORKFLOW AND SUPPLIER COMMUNICATION

Once goods are ordered, received, and the invoice is verified, the process in
the supply chain is to process the payment to the supplier. But payments are
not made randomly, they follow a structured workflow, and there must be
clear communication with the supplier at every step.

A Payment Processing Workflow is the point to point process where a company
follows to make sure that suppliers are paid correctly, on time, and with
proper records, here in is the general process a company follows:

S.No. Process Description Under
Authorization
1 Invoice The supplier sends a bill for the | Supplier
Received goods/services provided
2 Invoice Check that invoice matches the | Accounts &
Verification PO (Purchase Order) and GRN | Procurement
(Goods Receipt Note) Team
3 Approval  for | Manager checks and approves | Department
Payment the verified invoice Manager
4 Payment Decide when to pay based on | Finance
Scheduling payment terms (e.g., 15 days, | Department
30 days)
S Payment Payment is made via bank | Accounts/Finance
Execution transfer, cheque, or online | Team
platform
6 Payment Confirmation sent to supplier, | Supply Chain +
Confirmation | and records are updated in ERP | Accounts
system
7 Reconciliation | Payment is recorded and GST | Accounts
input credit is tracked Department
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Supplier communication

Good communication is required by the executive with suppliers for a smooth
supply chain process. It is the ongoing exchange of information between a
company and its suppliers during the entire procurement and supply chain
process. It includes placing orders, confirming deliveries, handling returns,
resolving disputes, and ensuring smooth operations (Fig. 2.17).

BEST PRACTICES FOR

COMMUNICATING
WITH VENDORS

DURING THE
PURCHASING PROCESS guus

Fig. 2.17: Communication with Supplier and Rating

The Supply Chain Executive must be able to share order details, confirm
receipt of goods, discuss invoice and payments, and handle issues like
returns, delays, or disputes. Common Communication in the process includes

(Fig. 2.18):

Communication Purpose
type

Order To confirm that the supplier has received and accepted
Confirmation the PO
Delivery Updates | To check when goods will arrive or if there are delays
Invoice To ask about GST, pricing errors, or incorrect quantities
Clarification

Payment Status

To inform supplier about payment schedule or delay

Returns or
Shortages

To report missing, damaged, or wrong items

Service
Feedback

To maintain a good relationship and resolve issues
peacefully
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CHANNELS OF COMMUNICATION

% =
& =)

PHONE CALLS OFFICIAL DOCUMENTS

Urgent clarifications Legal or formal
or verbal updates via notices via letters
ccccc

EMAIL MESSAGING APPS ERP NOTIFICATIONS

Formal Quick coordination System alerts sent
ccccccccc tion, using apps like directly to suppliers
sending POs and WhatsApp

invoices

Fig. 2.18: Channels of Communication

Communication with the supplier in Payment Process is important for timely
payment to avoid delays, clear communication reduce disputes, it will help to
avoid penalties and build strong relationship with the regular supplier
ultimately bonding with trust and loyalty. For Example, XYZ Company
ordered 100 cartons of cycles. You received 95 cycles, but the invoice is for
100. The action can be taken by Supply Chain Executive is to communicate
with the supplier to inform them about the S missing cartons and can request
a revised invoice for 95 cartons. After verification, executive approve the
corrected invoice. The finance team processes the payment. Now, executive
can confirm payment to the supplier via email.

LEGAL AND COMPANY DOCUMENTATION STANDARDS

Documents are the backbone of smooth and legal operations. They are like
written proof of everything that happens like procurement, payment to
supplier, timely delivery, and who approval of transaction by the executive. It
is a duty of an executive that each document created, shared, or stored follows
the legal standards of the government and the rules of the company. This is
called documentation compliance. This plays a vital role in:

1. Ensuring transparency

2. Avoiding fraud or mistakes

3. Making audits and inspections easy

4. Supporting financial and tax processes
Legal Documentation Standards

Legal documentation standards are rules made by the government that every
business must follow. These result into fair trade, proper taxation, and
traceability of goods. Following are the common legal standards like:

e GST Compliance which includes supplier and buyer GSTIN numbers,
HSN/SAC codes (to classify products/services), Correct GST rate (e.g.,
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5%, 12%, 18%), taxable amount and total GST amount without this,
the company cannot claim input tax credit (ITC).

o Invoice Format have all details like description of goods, quantity and
price, signature or stamp of the supplier, incorrect or missing
information can make the invoice legally invalid

« E-Way Bill Regulation required for movement of goods worth over
350,000, hence should be generated before transport starts having
vehicle details, sender and receiver details, item value this will help in
tracking goods across states.

e Retention Period that is executive must store important documents for
6-8 years needed during audits, tax assessments, or legal checks.

o Contracts and Agreements should follow the Indian Contract Act which
clearly mention roles, responsibilities, price, duration, signed by both
parties, used when on boarding vendors or suppliers.

Company Documentation Standards

Each company also has its own internal rules about documents handling.
This keeps operations efficient, standardized, and error-free. Typical company
documentation standards have Standard Format and Templates with PO,
GRN, MRN, delivery challan, etc. File Naming and Version Control, sign and
approvals by concerned authority, Digital Recordkeeping on ERP system,
confidentiality and data protection (Fig. 2.19).

Following are the documents a supply chain executive handle:

Document

Description

Legal Standard

Purchase Order (PO)

Order placed by buyer to
supplier

Must match invoice

Invoice

Bill sent by supplier

Must follow GST law

Goods Receipt Note | Proof that items were | Must match PO &
(GRN) received invoice
Material Return Note | Document for returning | Must record reason for
(MRN) goods return

E-Way Bill

Document for transport of
goods

Mandatory above

%¥50,000 value

Vendor Contract Legal agreement with | Must follow Contract
supplier Law
Delivery Challan For sending goods not|Must be signed and

meant for sale

stored

Payment Vouchers

Used to confirm payment

Must match invoice

details

Fig. 2.19: Legal and Company Documentation Standards

Legal and company documentation standards are essential in the supply
chain for all transactions are accurate, traceable, and compliant with tax and
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regulatory laws. A Supply Chain Executive must sure that documents like
invoices, purchase orders, goods receipt notes, and transport documents meet
legal requirements such as proper GST details, HSN codes, and e-way bills,
while also following internal company rules for formatting, approval, storage,
and naming.

A Supply Chain Executive plays a critical role in managing procurement
operations and invoice processing, ensuring the right goods are purchased,
received, and paid for accurately and efficiently. From planning purchases
and selecting suppliers to verifying invoices and maintaining compliance with
GST and documentation standards, the executive follows both legal and
company policies. Clear communication with suppliers, proper handling of
goods receipts and timely payments are responsibilities that support smooth
operations. Through organized documentation and process management, the
Supply Chain Executive helps the company maintain cost control, operational
efficiency, and strong vendor relationships.

PRCTICAL EXERCISES

Activity 1: Help students understand about 3- way matching of invoice
verification using Purchase Order (PO), Goods Receipt Note (GRN), and
Invoice.

Material Required: Formats of Po, GRN, Notepad, Pen, Pencil.
Procedure:

1. Divide students into small groups and assign roles: Delivery Agent,
Auditor, Supervisor, and Customer.

2. Prepare mock sets give each group a set of pre-prepared of PO, GRN,
and Invoice documents (with some intentional mismatches).

3. Give each group a set document.

4. Ask them to:

a) Identify if all documents match.

b) Highlight errors (e.g., wrong quantity, price mismatch, missing GST).
c) Decide whether to approve, reject, or request a revised invoice.
Each group will document their findings and report to the class.
Discuss common errors and best practices to avoid discrepancies
Inspect for Accuracy.

Notice any error if any

o ® N o u

Prepare an analytical Report

10. Submit the report to the teacher.
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11.

Paste the report in your notebook for further reference.

Activity 2: Understand GST, packaging, and documentation compliance in
real-world scenarios.

Material Required: Formats, Notepad, Pen, and Pencil.

Procedure:

1

A

Provide a shipment scenario: e.g., "A company is shipping 100 boxes of
medicines worth 31,20,000."

Ask students to create a compliance checklist including:

a) Required legal documents

b) GST rules

c) Packaging label details

d) E-Way bill requirement

Groups will present their checklist and explain each item’s importance.
Discuss the reasons and for details in the class.

Solve the query.

Submit a copy of the paper to the teacher.

Paste it in your notebook. Activity 3: Supplier Communication Drill
that is practice professional communication with suppliers regarding
invoices and payments.

Material Required: Formats, Notepad, Pen, Pencil.

Procedure:

1.
2.

Assign roles: Supply Chain Executive and Supplier.

Give a scenario: e.g., “Invoice shows 100 units, but only 95 were
received.”

. The student playing the executive must:

a) Identify the mismatch using documents
b) Call or write to the "supplier" to clarify the issue

c) Request a revised invoice or delivery

. Rotate roles so all students practice both sides.

5. Trainer will monitor the process.

. If there is a discrepancy, students must identify the missing or extra

amount and suggest possible reasons.

. Communicate with the teacher about the error.
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8. Ask students to create a short report summarizing their findings and
recommendations.

9. After completing the activity conduct a classroom discussion.
10. Analyze the whole process and Submit the findings to the teacher.
CHECK YOUR PROGRESS
A. Fill in the Blanks

1. Invoice verification is done by matching the invoice with and
GRN.

The process of comparing PO, GRN, and invoice is called
GST must be clearly mentioned on all

A valid is required for transporting goods above 350,000.

a K LN

Payment execution can be done through bank transfer, cheque, or

B. Multiple Choice Questions

1. What is the purpose of invoice verification?
a) To create purchase orders
b) To ensure correct payment for received goods
c) To deliver goods
d) To select suppliers

2. Who prepares the Goods Receipt Note (GRN)?
a) Supplier
b) Accounts Department
c) Stores/Warehouse Department
d) Sales Team

3. What does GST help the government do?
a) Increase production
b) Track movement of goods and collect tax
c) Reduce packaging
d) Improve marketing

4. Which document is required for goods transport above 350,000?
a) Invoice
b) GRN
c) E-Way Bill
d) MRN

5. Who approves the invoice before payment?
a) Supplier
b) Department Manager

99



c) Warehouse staff
d) Delivery agent

C. State whether the following statements are True or False

1.

a k> LN

Invoice verification ensures payment only for goods received.
GRN is prepared by the supplier.

Packaging must include product name and quantity.
Payment is made without approval in organizations.

Good supplier communication helps reduce disputes.

D. Match the Columns

S.No. Column A S.No. Column B

1 Purchase Order (PO) A Proof of goods received
Goods Receipt Note . .

2 (GRN) B Bill sent by supplier

3 Invoice C Order placed by buyer

4 E-Way Bill D Required for transport of

goods

5 Material Return Note D Document for returning

(MRN) goods

E. Short Answer Questions

1.

What is the purpose of the 3-way matching process in invoice
verification?

. List any three documents that must be checked before processing

supplier payment.

3. Why is GST important in the invoice process?

. What details should be included on product packaging to meet

compliance standards?

. Explain the role of the Supply Chain Executive in communicating with

suppliers regarding invoices.

F. Long Answer Questions

1.

Explain the complete process of invoice verification using 3-way
matching. Why is it important in ensuring accurate payment to
suppliers?

. Describe the importance of regulatory compliances in packaging, GST,

and documentation in supply chain operations.
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3. What is the payment processing workflow followed by companies, and
how does communication with the supplier impact this process?

G. Check Your Performance
1. Make a table on various documents and communication of channel.
2. Perform Invoice Verification Process.

3. Create your own payment process to the supplier.
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MODULE 3: INVENTORY MANAGEMENT AND
FORECASTING

In the dynamic world of supply chain management, the efficient handling of
inventory plays a pivotal role in ensuring that goods and services move
seamlessly from origin to consumption. The module on inventory
management under the book “Supply Chain Executive” is designed to equip
Grade 11 students with foundational knowledge and practical skills necessary
for understanding and managing inventory in a modern business
environment. As companies grow and supply chains become more complex,
maintaining accurate inventory records, analyzing stock movements,
forecasting future demand, and taking timely corrective actions become
essential for operational success. In any successful business operation,
delivering products to customers at the right time and in the right quantity is
vital. Behind this ability lies a well-coordinated system of inventory
management and demand forecasting. These two functions are not merely
technical processes; they are strategic tools that shape the performance and
profitability of an entire supply chain.

Inventory is often seen as a safety net a buffer between supply and demand.
But holding too much of it can lead to increased storage costs, risk of damage,
or product obsolescence. On the other hand, keeping too little inventory can
result in stockouts, delayed deliveries, and lost customers. Striking the right
balance is not easy, especially when customer preferences, market conditions,
and supplier timelines are constantly shifting. That’s where intelligent
inventory management comes into play it helps businesses stay agile,
responsive, and cost-efficient.

However, inventory decisions cannot be made in isolation. They are closely
tied to forecasting, which attempts to predict what, how much, and when
customers will buy. Forecasting may not eliminate uncertainty, but it helps
companies prepare for it. By analyzing past sales trends, market behavior,
seasonality, and other external factors, forecasting provides a foundation
upon which inventory decisions are built.

This module aims to explore the practical and strategic aspects of inventory
management and forecasting. It will help learners understand how decisions
made in these areas impact not just operations, but customer satisfaction,
financial health, and long-term competitiveness of the business.

Together, these four sessions provide a comprehensive overview of inventory
management in today’s logistics and supply chain landscape. Through
interactive activities, real-world examples, and hands-on practice, students
will gain theoretical knowledge and the practical insights needed to function
effectively as future supply chain executives. The module is structured to
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build progressively from data entry and analysis to forecasting and
performance evaluation, preparing students for further studies and careers in
supply chain management, logistics, and related fields.

In the first session will explain about prepare and update inventory data using
ERP and identify discrepancies. In the second session, we will discuss
applying inventory analysis techniques to monitor and manage stock levels.
In the third session, we will describe the process of inventory forecasting and
the methods used in logistics. And in the last fourth session, we will be
analyzing forecast variances and identifying corrective action.
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SESSION 1: RECORDING AND UPDATING INVENTORY DATA
USING ERP SYSTEMS

In any supply chain, inventory refers to the goods and materials a business
holds for resale, production, or service delivery. Accurate inventory records
are the backbone of efficient supply chain operations. They allow businesses
to keep track of what stock is available, what needs to be ordered, and what
items are in surplus. With the growing use of technology in business
operations, companies now rely on ERP systems (Enterprise Resource
Planning) to manage inventory data more efficiently and in real time.

An ERP system is a software platform that integrates various business
functions such as purchasing, inventory, finance, sales, and human
resources into a single unified system. When it comes to inventory
management, ERP systems help record stock movement, monitor quantity
and value, update locations, and track transactions automatically. This
minimizes human error, improves data visibility, and ensures faster decision-
making.

INVENTORY RECORDS AND ERP SYSTEMS

Inventory records are detailed accounts of the stock a business owns. These
records include descriptions, quantities, prices, stock locations, batch
numbers, supplier information, and transaction history. Traditionally,
inventory records were maintained manually in ledgers or spreadsheets.
However, manual systems are prone to errors and delays, especially when
handling large volumes of goods. Hence, businesses have adopted ERP
systems.

ERP (Enterprise Resource Planning) systems are integrated software
applications used by organizations to manage and automate core business
processes. In inventory management, ERP systems simplify the task of
maintaining inventory records by:

Key Inventory Data Fields in ERP

When entering or updating inventory data in an ERP system, certain fields
are essential. These data fields ensure that each item is uniquely identified
and properly categorized (Fig. 3.1). Here are the most commonly used fields:
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KEY INVENTORY DATA FIELDS IN ERP

' Item Description:) ( Quantity \", Tax ngge/ GST Stock Location

© - 0 - o

=N — ~
( Item Code ) Price or Unit Cost Supplier Details ( Expiry/Batches /‘)
e ) ¢

( Unit of
Measurement

Fig. 3.1: Key Inventory Data Fields in ERP
Item Code

e A unique identifier or SKU (Stock Keeping Unit) assigned to each
inventory item.

e Helps in quick tracking and differentiation between similar products.
Item Description

e A short but clear description of the product (e.g., "Red Ballpoint Pen -
Pack of 10").

o Enables staff to recognize the item easily and avoid confusion.
Unit of Measurement

e Defines how the item is measured (e.g., pieces, kilograms, liters,
meters).

e Important for maintaining consistency in stock transactions.
Quantity

e Represents the number of units available in stock.

« ERP systems update quantity automatically after purchases or sales.
Price or Unit Cost

o Indicates the purchase or selling price of the item.

e Helps in financial reporting, cost estimation, and profit calculation.
Tax Code / GST Code

o Specifies the tax category applicable to the item (e.g., GST@18%).

e Ensures proper billing and compliance with tax laws.
Supplier Details

e Information about the supplier/vendor who provides the item.

e Useful for reordering and communication purposes.

105



Stock Location
e« Shows where the item is stored (e.g., warehouse A, shelf 5).
o Facilitates easy physical access and inventory auditing.
Expiry/Batches (if applicable)
e Relevant for perishable goods or items with batch numbers.
e Assists in stock rotation and quality control.

These data fields must be carefully filled and regularly updated in the ERP
system. Any mismatch or outdated entry can affect stock planning, delivery
timelines, and customer satisfaction.

Importance of Data Accuracy in ERP

Accurate inventory data in an ERP system is critical to ensure smooth supply
chain operations. Errors in data entry such as wrong item codes, incorrect
quantities, or duplicate entries can lead to serious business consequences
like lost sales, overstocking, or even financial loss (Fig. 3.2). Importance of
data accuracy are:

IMPORTANCE OF DATA ACCURACY IN ERP

01

Improved
decision-making

05 Seamless Customer 02

coor(dma;\on satisfaction
Strategic
Planning

Regulatory Reduced
compliance costs

04 03

Fig. 3.2: Importance of Data Accuracy in ERP

1. Improved Decision-making: Accurate and up-to-date inventory data
empowers businesses to make better decisions across various
functions. It helps forecast future demand more precisely, ensuring that
the right amount of stock is available at the right time.

2. Customer Satisfaction: Inventory management directly impacts
customer experience. When stock levels are managed efficiently,
businesses can fulfill orders accurately and deliver products on time.
This reliability builds trust and satisfaction among customers,
encouraging repeat purchases and brand loyalty.
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3. Reduced Costs: One of the primary benefits of proper inventory
management is cost reduction. By avoiding overstocking, businesses
can reduce storage costs, minimize the risk of inventory spoilage, and
prevent capital from being tied up in unsold goods.

4. Regulatory Compliance: Maintaining accurate inventory records is
essential for legal and financial reporting. It ensures that companies
can correctly calculate taxes, value their stock for accounting purposes,
and comply with industry regulations.

5. Seamless Coordination: Inventory data acts as a central point of
reference for multiple departments, including sales, procurement,
finance, and logistics. When all departments have access to the same
accurate inventory information, it reduces communication gaps and
promotes coordinated decision-making.

To maintain data accuracy, businesses often assign trained staff to handle
inventory records, use barcode scanners to reduce manual entry, and conduct
regular audits.

COMMON DISCREPANCIES AND RECTIFICATION METHODS

Despite using advanced systems like ERP, discrepancies in inventory records
can still occur. These may arise due to human error, technical glitches, or
operational issues (Fig. 3.3). Common types of discrepancies are:

COMMON DISCREPANCIES AND RECTIFICATION METHODS

Duplicate Missing
entries transactions
f I
-~ 02. ---{ 03. }-
¢ ! !
Quantity Incorrect Wrong
mismatch pricing location

Fig. 3.3: Common Discrepancies and Rectification Methods

1. Quantity Mismatch: A quantity mismatch occurs when the physical
count of items in inventory does not match the quantity recorded in the
system. This discrepancy can arise due to theft, misplacement, human
error during stock entry, or incorrect data updates.

2. Duplicate Entries: Duplicate entries happen when the same item is
recorded more than once in the inventory database, usually under
different item codes or descriptions. This can lead to inaccurate stock

107



visibility, inflated inventory levels, and confusion in procurement and
billing processes.

3. Incorrect Pricing: Incorrect pricing refers to outdated or wrongly
entered unit costs in the inventory system. This can distort the
valuation of inventory and impact key financial reports such as the cost
of goods sold (COGS) and profit margins.

4. Missing Transactions: Missing transactions occur when stock
movements such as purchases, sales, returns, or internal transfers are
not recorded in the inventory management system. These omissions
lead to incorrect inventory levels, disrupting supply chain operations
and financial reporting.

5. Wrong Location: A wrong location issue arises when inventory is
shown in the system as stored in one place but is physically located
elsewhere. This error can cause delays in order fulfilment, wasted time
in locating items, and misinformed decision-making.

Causes of Discrepancies

1. Manual Data Entry Errors: Manual data entry is one of the most
common sources of inaccuracies in inventory management. Mistakes
such as typing the wrong quantity, item code, or price can lead to
significant mismatches between the recorded and actual stock levels.
These errors not only affect daily operations but also mislead decision-
makers, resulting in incorrect forecasting, procurement, and reporting.

2. Unrecorded Stock Movements: When goods are moved from one
location to another, issued for production, or returned by customers
but not properly recorded in the system, it creates inventory
discrepancies. Unrecorded stock movements cause the inventory data
to be incomplete or inaccurate, leading to confusion, delays in order
fulfillment, and challenges during audits or physical stock counts.

3. Theft, Loss, Or Damage of Goods: Inventory shrinkage due to theft,
accidental loss, or physical damage can significantly affect stock levels.
If these losses are not promptly reported and recorded, they lead to
quantity mismatches in the system. This not only distorts inventory
valuation but also impacts customer service and increases the cost
burden on the business.

4. System Sync Failure or Technical Error: Technical issues such as
system crashes, delayed updates, or failures in syncing data across
multiple platforms (like ERP, warehouse management systems, and
POS systems) can lead to outdated or incorrect inventory records.
Inaccurate data due to system errors can affect ordering, planning, and
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stock availability, resulting in operational inefficiencies and poor
decision-making.

. Poor Stock Rotation or Expired Items: Inadequate stock rotation

practices, such as not following FIFO (First-In, First-Out), can lead to
older stock being left unused or expiring in storage. When expired or
obsolete items remain recorded as usable inventory, it overstates
available stock and may result in customer complaints if such goods
are mistakenly shipped. Poor rotation also increases waste and storage
costs.

Rectification Methods

10

Physical Verification (Stock Audits): Regular physical verification
involves conducting full or sample-based stock counts and comparing
the results with the data recorded in the ERP system. These stock
audits help identify quantity mismatches, missing items, or excess
inventory. By reconciling physical counts with digital records,
businesses can maintain inventory accuracy, detect irregularities, and
ensure compliance with accounting and audit standards.

. Cycle Counting: Cycle counting is a continuous inventory checking

method where small subsets of inventory are counted on a rotating
schedule. Unlike full physical audits, this method allows stock
verification without halting operations. It helps identify discrepancies
early, improves inventory accuracy over time, and reduces the workload
and disruption associated with annual physical counts.

. Error Reporting and Correction: A structured process for reporting

and correcting inventory errors is crucial for maintaining data integrity.
Discrepancies found during audits or daily operations should be logged,
investigated, and corrected using authorized adjustment entries in the
ERP system. Timely corrections prevent cascading errors in
procurement, billing, and reporting while improving accountability.

. Training Staff: Employees responsible for inventory tasks must be

well-trained in using ERP systems, entering data correctly, and
following standard operating procedures. Proper training reduces the
risk of manual errors, ensures compliance with internal controls, and
fosters a culture of responsibility and accuracy. Continuous learning
also helps staff adapt to system upgrades or process changes.

. Use of Barcode/RFID Scanners: Implementing barcode or RFID

scanning technology significantly improves inventory accuracy by
reducing manual data entry. These tools enable real-time tracking of
stock movements, streamline receiving and dispatch processes, and
ensure quicker and more reliable stock updates in the system.
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Automated identification also reduces human error and speeds up
inventory audits.

6. System Upgrades and Backups: Regular software updates and system
maintenance ensure that the ERP and inventory management systems
function smoothly and securely. Scheduled data backups protect
critical inventory data from loss due to system failures, cyberattacks,
or technical glitches. Together, upgrades and backups reduce the risk
of operational disruptions and support long-term data integrity.

REAL-LIFE EXAMPLE OF ERP IN INVENTORY MANAGEMENT

Let’s take an example of a retail chain selling electronic gadgets. The company
operates 10 outlets in different cities. Without an ERP system, each outlet
manages its stock separately using Excel sheets or paper registers. If a
particular mobile phone model is out of stock in one outlet, they have no
visibility into whether it's available at another outlet. This leads to missed
sales opportunities.

Now, the company implements an ERP system that connects all 10 outlets.
Each time a product is sold, the system updates the stock in real-time. Store
managers can now:

e Check availability across all branches.

e Automatically place reorders when stock levels drop.
e Avoid overstocking or duplication.

« Ensure every customer request is fulfilled efficiently.

This leads to better customer service, smoother operations, and improved
profits.

Traditional Inventory Methods vs ERP-Based Systems

Aspect Traditional System ERP System
Data entry Manual (prone to | Digital and mostly
error) automated
Real-time updates Not possible Available instantly
Accessibility Location-specific Accessible across

departments & locations

Periodic physical

checks Live tracking with alerts

Stock monitoring

Efficient and cost-saving in

Cost & time efficiency | Time-consuming the long run

Integrated with purchase
sales, and finance

Integration with other

functions Not integrated
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Types of ERP Systems Commonly Used

There are many ERP systems available, depending on the size and needs of
the organization. Some are used by large enterprises, while others are suitable
for small businesses or educational institutions for training purposes (Fig.
3.4).The popular ERP platforms are:

TYPES OF ERP SYSTEMS COMMONLY USED

b SAP ERP

02 | Oracle NetSuite b Microsoft Dynamics

B
D Tally ERP | 1) Odoo ERP

Fig.3.4: Types of ERP Systems Commonly Used

1. SAP ERP: It is Used by large corporations for full-scale enterprise
management.

2. Oracle NetSuite: This Cloud-based ERP used globally for inventory and
finance.

3. Microsoft Dynamics: It Offers ERP tools for SMEs and large firms.

4. Tally ERP: This is very Popular in India, especially in small-to-medium
businesses.

5. Odoo ERP: Open-source and customizable; often used for educational
demos.

Sample Workflow for Updating Inventory in ERP

The inventory management process begins when physical goods arrive at the
warehouse or store from the supplier. At this stage, a Goods Receipt Note
(GRN) is generated to formally acknowledge the receipt of items. Next, data
entry is performed in the ERP system, where the inventory module is accessed
to input critical information such as item code, product name, quantity
received, unit price, applicable tax, and supplier details. Once the data is
entered, it is saved, and the system is updated. Before finalizing the entry, the
ERP may flag any errors, such as duplicate entries or mismatched item codes,
allowing corrections to be made immediately to maintain data accuracy. After
confirmation, the system automatically updates the stock levels across all
integrated modules like finance, purchase, and sales, ensuring consistency
throughout the organization. Finally, various inventory reports—including
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stock valuation, current inventory levels, and reorder alerts—can be
generated instantly to assist in decision-making and planning.

IMPORTANCE OF STANDARD OPERATING PROCEDURES (SOPS)

In professional environments, Standard Operating Procedures (SOPs) play a
crucial role in maintaining consistency and accuracy in data management,
especially when using ERP (Enterprise Resource Planning) systems. SOPs
ensure that every staff member follows the same steps while entering and
updating inventory data, which helps minimize errors and discrepancies.
They are instrumental in reducing inconsistencies across departments and
locations, thereby improving overall operational efficiency. Furthermore,
SOPs provide a structured approach that is particularly beneficial for training
new employees, enabling them to learn and adapt to the organization's
processes quickly and correctly. In addition, these procedures act as a reliable
reference guide during audits or inspections, showcasing adherence to
compliance standards.

For example, a typical SOP for inventory entry in an ERP system may include
the following steps: Always begin by scanning the item barcode to avoid
manual entry errors. Then, verify the item’s description and its supplier
details to ensure that the correct product is being processed. Next, cross-
check the physical quantity of the item with the available records before
updating it in the ERP system. Finally, make sure to clearly mark all damaged
or returned goods separately, so they are not mixed with regular stock.
Following such SOPs helps maintain data accuracy and supports smooth
inventory management processes.

The Role of ERP in the Digital Supply Chain

With increasing digitization, companies are moving towards a Digital Supply
Chain, where every stagefrom raw material sourcing to final deliveryis tracked
digitally. ERP systems play a central role by:

e Acting as the single source of truth for inventory.
o Linking with technologies like RFID, IoT, and Barcode Scanning.
e Providing live dashboards to monitor supply chain performance.

« Enabling remote access to inventory data from mobile apps or cloud
platforms.

This aligns with the industry 4.0 vision, where automation and data exchange
transform the way inventory and supply chains are managed.

By the end of this session, students should have a clear understanding of the
purpose and structure of inventory records, recognizing how they serve as the
backbone of efficient inventory management. They will gain insight into the
role of ERP (Enterprise Resource Planning) systems in streamlining stock
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management processes, allowing businesses to operate with greater accuracy
and control. Students will also become familiar with key inventory data fields
commonly used in ERP systems, such as item codes, units of measure, pricing
details, and tax codes, which are essential for accurate data entry and
retrieval. In addition, they will learn to identify typical data discrepancies—
such as mismatched quantities or incorrect item descriptions—and explore
methods to rectify these issues effectively. Emphasis will be placed on
following a systematic and standardized approach when entering and
updating inventory data, highlighting the importance of consistency and
attention to detail. Finally, students will come to appreciate the expanding
role of ERP systems in modern supply chains, equipping them with the
foundational knowledge and confidence needed to work with digital tools and
platforms in real-world logistics and inventory management environments.

PRACTICAL EXERCISES
ACTIVITY 1: Prepare Inventory Records and Identify Key Data Fields.

Materials Required: Sample product catalog or dummy inventory list,
Inventory Record Template (printed or digital), Pen/pencil or computer
system.

Procedure:

1. First of all, briefly explain inventory records and their importance in
stock tracking.

Display a simple inventory table with basic columns.
Divide students into small groups and assign a business type.
Ask each group to list important fields needed for their inventory.

Tell students prepare a small inventory table with sample items.

o gk Wb

Ask groups to present their format and teacher summarizes key data
fields and their importance.

Activity 2: Role-Play the Importance of Data Accuracy in ERP.

Materials Required: Scenario slips (provided by the teacher), Chairs/table to
simulate a workplace, a sample ERP interface (printed or simulated on a
projector).

Procedure:

1. First of all, briefly explain ERP and why accurate data entry is
important (billing, inventory, reports, decision-making).

2. Divide students into small groups and assign roles such as Data Entry
Operator, Supervisor, Store Manager, Customer, Accountant.
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3. Give a simple scenario (e.g., wrong quantity entered, incorrect price
updated, duplicate invoice created).

4. Students act out how incorrect data affects stock, billing, customer
satisfaction, and reports.

5. After the role-play, students discuss what went wrong and which data
fields were entered incorrectly.

6. At the end teacher will summarizes the importance of accuracy,
verification, and validation in ERP systems.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. systems integrate various business functions like finance,
HR, and inventory into one platform.

2. is the term for a unique identifier assigned to each inventory
item.

3. To reduce human errors in stock entries, many companies use
scanners.

4. Quantity mismatch and incorrect pricing are examples of in
inventory data.

5. In ERP systems, helps track goods stored in different
warehouse sections.

B. Multiple Choice Questions

1. What is the primary purpose of an ERP system in inventory
management?
a) Designing advertisements
b) Automating stock entries and updates
c) Managing employee payroll
d) Printing invoices

2. Which of the following is an example of a key inventory data field?
a) Department size
b) Employee ID
c) Item Code
d) Customer review

3. What does the term SKU stand for in inventory systems?
a) Stock Keeping Unit
b) Standard Knowledge Utility
c) Storage and Key Update
d) Smart Knowledge Unit
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4. Which of the following is NOT a common discrepancy in inventory

systems?

a) Duplicate entries
b) Wrong location

c) Item barcoding

d) Quantity mismatch

5. Tally ERP is widely used in:

a) Japan
b) India

c) Germany
d) USA

. State whether the following statements are True or False

1. ERP systems reduce the need for physical stock verification.

2. Item codes help in tracking inventory items more efficiently.

3. Real-time updates are a key feature of traditional manual inventory

systems.

4. Barcode scanners help in minimizing manual data entry errors.

5. Duplicate item entries in ERP systems are encouraged for faster

processing.

. Match the Columns

S.No. Column A S.No. Column B
Ensures consistenc and
1 ERP Systepd A reduces data entry errzrs
o Itemn Code B A unique. identifier for each
inventory item
3 Goods Receipt Note C Record generated when items
(GRN) are received from a supplier
4 Barcode/RFID D Integrated platform to manage
Scanner inventory, finance, and sales
SOP (Standard Step-by-step instructions for
5 Operating E entering and updating
Procedure) inventory data

. Short Answer Questions

1. What is meant by inventory records in a supply chain?

a k> b
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List any four essential data fields used in ERP inventory modules.
Why is data accuracy important in ERP-based inventory systems?
Mention two benefits of using ERP for inventory management.

What is the purpose of conducting a physical stock audit?




F. Long Answer Questions

1. Explain the role of ERP systems in recording and updating inventory
data.

2. Describe the common discrepancies found in inventory records and
suggest ways to correct them.

3. What are the key inventory data fields used in ERP? Explain any five in
detail.

4. Compare traditional inventory systems with ERP-based systems.

5. Discuss the importance of Standard Operating Procedures (SOPs) in
maintaining data accuracy within ERP systems.

G. Check Your Performance
1. Demonstrate the causes of discrepancies in the inventory system.

2. List the SOP’s required for entry in an ERP system.
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SESSION 2: TECHNIQUES OF INVENTORY ANALYSIS FOR
STOCK MONITORING AND CONTROL

Inventory analysis is the process of understanding and managing the goods
that a company holds in stock. In supply chain management, inventory refers
to raw materials, components, work-in-progress items, and finished goods
that are kept in storage to meet customer demand. Proper inventory analysis
helps companies maintain the right balance between stock availability and
working capital.

A thorough inventory analysis involves examining the stock turnover ratio,
identifying slow-moving or obsolete items, and understanding consumption
patterns. It also helps reduce holding costs, avoid stock outs, and improve
order fulfillment rates. Companies use inventory analysis to determine the
optimal quantity of goods to be purchased and stored, when to reorder items,
and how much safety stock to maintain.

Inventory analysis provides critical insights that allow businesses to
streamline operations, reduce costs, and ensure customer satisfaction.

INVENTORY ANALYSIS METHODS: ABC, VED, FSN

Inventory can be categorized and analyzed using various value, usage, and
frequency techniques (Fig. 3.5). These classification systems allow supply
chain professionals to prioritize resources and make better decisions.

INVENTORY ANALYSIS METHODS

(

ABC Analysis VED Analysis FSN Analysis

Always Better Control I Vital, Essential, Fast-moving, Slow-moving,
Desirable Non-moving

Fig. 3.5: Inventory Analysis Methods: ABC, VED, FSN
ABC Analysis (Always Better Control)

ABC analysis categorizes inventory into three groups based on their annual
consumption value:

1. An Items: High-value items with low frequency of use. These are closely
monitored as they constitute a small portion of the inventory but a large
portion of the cost (typically 70-80% of the total inventory value).
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2. B Items: Moderate-value items with moderate consumption. They
require periodic monitoring and fall in the middle range (about 15-25%
of inventory value).

3. C Items: Low-value items with high usage. These are the least
monitored, as they account for only 5-10% of the value but may be large
in quantity.

VED Analysis (Vital, Essential, Desirable)

VED analysis is a method used to categorize inventory items based on their
criticality to operations, making it particularly useful in service industries and
maintenance departments. In this approach, items are classified into three
categories: Vital, Essential, and Desirable. Vital items are those whose non-
availability can completely halt the production process or service delivery,
highlighting their crucial role in operations. Essential items are important as
well, but their absence may not entirely stop the process; instead, it can
reduce efficiency or overall output. Lastly, Desirable items are those whose
non-availability has minimal or no significant impact on the functioning of
operations, making them the least critical in terms of immediate necessity.
This analysis helps organizations prioritize their inventory management
efforts based on operational.

FSN Analysis (Fast-moving, Slow-moving, Non-moving)

This method of inventory classification is based on the rate of consumption of
items, allowing businesses to manage their stock more effectively. Fast-
moving items are those that are frequently used and quickly consumed,
indicating a high usage rate and the need for regular replenishment. In
contrast, slow-moving items are used less frequently and have a lower
turnover rate, often staying in inventory for longer periods. Non-moving items
refer to obsolete or unused stock that remains idle in storage, occupying
valuable space and tying up capital without contributing to operational
efficiency. This classification helps organizations optimize inventory levels
and make informed decisions regarding procurement and storage.

COMPARISON TABLE

Analysis Basis of Classification Focus Area
ABC Annual consumption value Cost control
VED Criticality of use Operational impact
FSN Consumption rate Stock movement
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SETTING REORDER LEVELS AND SAFETY STOCK

Reorder Level (ROL): The reorder level is the inventory level at which a new
order should be placed to replenish stock before it runs out. It is calculated
based on the lead time and average usage rate.

Reorder Level = Average Daily Usage x Lead Time

Example:
If a product is consumed at S50 units per day and the lead time is 7 days, then:
Reorder Level = 50 x 7 = 350 units

Safety Stock: Safety stock is the extra inventory kept as a buffer against
uncertainties such as delays in delivery, sudden increase in demand, or
supply disruptions. It is not meant for regular use but to protect against risk.

Purpose of Safety Stock: Maintaining safety stock is essential in inventory
management as it helps prevent stock outs during unexpected situations,
such as sudden spikes in customer demand, supplier delays, or
transportation issues. By keeping an extra buffer of inventory, businesses can
maintain consistent service levels and fulfill orders on time, even when actual
demand exceeds forecasts. Safety stock essentially acts as insurance against
uncertainties in demand and lead time, ensuring that operations continue
smoothly without disruptions or loss of customer trust.

Factors Influencing Safety Stock:
e There is a Variability in demand.
« There may be Inconsistencies in supplier lead times.
o Criticality of the item in operations.
e Service level expectations (e.g., 95%, 99%).

[Mlustration: If the average demand is 100 units/week and lead time is 2
weeks, a company might keep 200 units plus an additional 50 units as safety
stock, totaling 250 units before placing a new order.

Benefits of Setting ROL and Safety Stock:
e Maintains smooth production and sales processes.
e Reduces emergency ordering costs.
e« Enhances customer satisfaction.
IMPORTANCE OF PERIODIC REVIEW AND STOCK ROTATION

Inventory management is not a one-time activity. Regular monitoring and
movement of stock are essential to avoid losses and inefficiencies.

Periodic Review: Periodic review refers to checking inventory levels at regular
intervals (e.g., weekly, monthly). Unlike continuous review (which monitors
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stock levels constantly), this system evaluates the entire inventory periodically
and determines what needs replenishment.

Advantages:
o It’s Easier to implement for small businesses.
e This method, Consolidated ordering, saves time and cost.
o Itis Useful in managing items with predictable demand.
Disadvantages:
o« There may be a stock out may occur between review periods.
e It may require higher safety stock.
Steps in Periodic Review:
e Review current stock level.
« Estimate demand until the next review period.
e Calculate order quantity based on existing stock and expected demand.
e Place orders for only what is needed.

Stock Rotation: Stock rotation ensures that the oldest inventory is used first,
avoiding obsolescence or expiration. It is especially crucial in industries like
food, pharmaceuticals, and chemicals.

Common Techniques:
e FIFO (First-In, First-Out): Oldest inventory is used or sold first.

e LIFO (Last-In, First-Out): Newest inventory is used first (less common
in physical inventory but used in accounting).

Best practices: Best practices in inventory management include several key
measures to ensure efficiency and accuracy. One important practice is to
clearly label the dates of receipt and expiry on all inventory items, which helps
in maintaining stock freshness and following the First-In-First-Out (FIFO)
method. It is also crucial to train staff on proper storage and picking methods
to minimize errors, reduce damage, and improve overall handling of inventory.
Additionally, organizations should conduct regular audits and shelf
inspections to identify discrepancies, monitor stock conditions, and ensure
that inventory records are accurate and up to date. Implementing these best
practices contributes to smoother operations and better inventory control.

PRACTICAL EXERCISES

Activity 1: Practical Activity: Role-Play on Inventory Analysis Methods — ABC,
VED, FSN
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Materials Required: Printed item cards or paper slips with product names,
values, usage frequency, and criticality, Whiteboard or chart to draw
classification tables. Name tags or role identifiers, and Inventory classification
sheets.

Procedure:
1. Divide the students into small groups.
2. Assign the topic to the groups.

3. Students understand the inventory classification techniques—ABC,
VED, and FSN—through an engaging, interactive role-play.

4. Simulating a real-world warehouse or business scenario.
5. Classify inventory items using ABC, VED, and FSN methods.

6. Apply the logic of inventory categorization based on cost, criticality, and
movement.

7. Understand the importance of prioritizing inventory control and discuss
in the class.

8. Work in teams and simulate real-life business roles.

Activity 2: Chart-Making on the Importance of Periodic Review and Stock
Rotation.

Materials Required: A3 or chart papers, Sketch pens, color pencils, rulers,
Sample data (inventory sheets, usage reports, expiry dates), Sticky notes or
index cards, Glue, and scissors.

Procedure:
1. Divide the students into groups.

2. Help the students to understand the concept, process, and benefits of
conducting periodic stock reviews.

3. Maintaining stock rotation through a visual and practical group
activity.

Explain the purpose of periodic inventory review.
Describe the concept of stock rotation (FIFO/LIFO).

Identify benefits and risks related to periodic review and stock rotation.

No gve

Practices collaborate to create a meaningful educational chart.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. analysis classifies items as Vital, Essential, and Desirable.
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2. The formula for Reorder Level is Average Daily Usage multiplied by

3. FIFO stands for

4. Stock rotation helps prevent product or obsolescence.

5. In ABC analysis, C-items are in value but high in quantity.
B. Multiple Choice Questions

1. In ABC analysis, ‘A’ category items typically represent
a) Low-value items with high usage
b) High-value items with low frequency
c) Items that are obsolete
d) Fast-moving but low-cost items

2. The main focus of VED analysis is on:
a) Sales trends
b) Criticality of the item
c) Usage frequency
d) Lead time variability

3. FSN analysis is most helpful in identifying:
a) Supplier performance
b) Stockout risks
c) Obsolete inventory
d) Item cost efficiency

4. The Reorder Level (ROL) formula is:
a) Lead Time + Daily Usage
b) Lead Time x Daily Usage
c) Safety Stock + Lead Time
d) Total Stock — Safety Stock

5. FIFO stock rotation method is important in which of the following
industries?
a) Software development
b) Textile manufacturing
c) Food and pharmaceutical
d) Real estate

C. State whether the following statements are True or False
1. ABC analysis focuses on the frequency of stock movement.
2. VED analysis is commonly used in healthcare and maintenance
operations.

3. Safety stock is meant for regular consumption.
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4. Non-moving items in FSN analysis indicate obsolete stock.
5. Periodic review system checks inventory constantly.

D. Match the Columns

S.No. Column A S.No. Column B
1 ABC Analysis A Categorizes items based on usage
rate: fast, slow, or not moving
B Extra stock kept to avoid

2 VED Analysis shortages during delays or
demand spikes
. C Classification based on criticality:
3 FSN Analysis Vital, Essential, Desirable
D Reviews inventory at fixed time
4 Safety Stock intervals to decide replenishment
Periodic Review E Focuses on cost value: A (high), B
5 .
System (medium), C (low)

E. Short Answer Questions

1. What is the purpose of inventory analysis?
What is the significance of safety stock in inventory management?
Define FSN analysis in inventory control.

Why is periodic inventory review necessary?

a ok L

How does stock rotation contribute to quality control?
F. Long Answer Questions
1. Explain ABC, VED, and FSN analysis with examples.
2. Describe how to calculate Reorder Level and why it is important.

3. What are the advantages and disadvantages of the periodic review
system?

4. Discuss the role of stock rotation in inventory management.

5. What are the best practices to ensure effective inventory management?
G. Check Your Performance

1. Demonstrate the protesting inventory control.

2. Spell out the benefits of conducting periodic stock reviews and
maintaining stock valuation.
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SESSION 3: FUNDAMENTALS OF INVENTORY FORECASTING
AND ITS ROLE IN LOGISTICS

Inventory forecasting is the process of estimating future inventory
requirements based on historical data, market trends, customer demands,
seasonality, and other influencing factors. It enables businesses to plan their
stock levels effectively so they can meet customer demand without
overstocking or running out of products.

Importance of Inventory Forecasting

Effective inventory forecasting is a key part of supply chain management,
helping businesses balance customer satisfaction with cost control (Fig. 3.6).

IMPORTANCE OF INVENTORY FORECASTING

Enhancing
Customer
Satisfaction

Improving Cash Optimizing Supply
Flow Chain Operations

Avoiding Preventing

Stockouts Overstocking

Fig. 3.6: Importance of Inventory Forecasting

1. Avoiding Stock Outs: Effective forecasting allows businesses to predict
customer demand accurately, ensuring that popular items are always
available when needed. This prevents the loss of sales due to out-of-
stock situations and helps maintain a consistent supply of goods. By
aligning inventory levels with anticipated demand, companies can avoid
disappointing customers and damaging their brand reputation.

2. Preventing Overstocking: Forecasting also helps businesses avoid the
costly problem of overstocking. When too much inventory is ordered, it
ties up capital and requires additional storage space. Excess stock can
become obsolete, get damaged, or expire—especially in industries like
food and pharmaceuticals. Accurate forecasting enables better
inventory planning, reducing waste and keeping storage costs under
control.

3. Enhancing Customer Satisfaction: When customers consistently find
the products they need in stock, they are more likely to have a positive
shopping experience and return in the future. Forecasting ensures
timely product availability, which directly contributes to improved
customer satisfaction and loyalty. It also reduces waiting times,
backorders, and service disruptions.
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4. Improving Cash Flow: By aligning inventory purchases with actual

demand, forecasting helps prevent excess spending on unnecessary
stock. This frees up cash that can be used elsewhere in the business,
such as for marketing, staffing, or innovation. Maintaining optimal
stock levels ensures smoother financial operations and minimizes the
risks of cash flow shortages.

. Optimizing Supply Chain Operations: Forecasting supports more

efficient planning and coordination across the supply chain. It allows
companies to schedule production runs, manage warehouse space,
plan transportation routes, and allocate workforce effectively. Accurate
demand forecasts improve responsiveness, reduce lead times, and help
businesses meet market demands in a cost-effective and timely
manner.

PROCESS OF INVENTORY FORECASTING

Inventory forecasting involves several systematic steps. These steps help in
predicting future inventory needs as accurately as possible:

Step 1: Collect Historical Data

Past sales records, purchase trends, and customer orders form the
foundation of any forecast.

Example: If a store sold 1,000 pens every month for the last year, it
might expect similar demand in the coming months.

Step 2: Identify Demand Patterns

Patterns such as seasonality, cyclical trends, or irregular spikes are
analyzed.

For example, sweaters may see a high demand in winter, while
umbrellas are popular during the monsoon.

Step 3: Choose a Forecasting Method

Methods can be qualitative (based on expert opinion) or quantitative
(based on data and statistics).

Some commonly used methods are:
» Moving average method

» Exponential smoothing

» Regression analysis

» Trend projection

Step 4: Forecast Future Inventory Needs
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e Using the selected method, predictions are made for the next period—
this could be weeks, months, or even years.

Step 5: Review and Adjust the Forecast

e« No forecast is perfect. It’s important to regularly compare forecasted
demand with actual sales and adjust future forecasts accordingly.

Forecasting Objectives in Inventory Management

Forecasting in inventory management is not just about guessing future sales;
it has specific, measurable goals that help improve business efficiency and
performance. Here are the main objectives:

1. Ensure Product Availability: The primary objective is to maintain
adequate stock so that customer demand is met without delays.

2. Minimize Holding Costs: Holding excess inventory leads to high
storage costs, insurance, and the risk of obsolescence. Forecasting
helps reduce these risks.

3. Improve Purchase Planning: Forecasts guide procurement teams in
placing orders at the right time and in the right quantities.

4. Balance Supply and Demand: Proper forecasting helps avoid the
mismatch between supply and demand, ensuring smoother operations.

5. Reduce Waste and Obsolescence: By not over-ordering, businesses
avoid having products expire or go out of fashion.

6. Enhance Financial Planning: Forecasting supports budgeting and
financial decision-making by predicting costs related to inventory.

7. Optimize Production Schedules: In manufacturing, forecasts help in
planning raw material purchases and scheduling production runs.

FORECASTING TIMEFRAMES: SHORT-TERM VS. LONG-TERM

Inventory forecasting can be categorized based on the timeframe it covers.
Each type serves a specific purpose in inventory and business planning.

A. Short-Term Forecasting: Short-term forecasting refers to inventory
predictions made for a relatively brief period-typically ranging from a few
days to a few months.

Purpose: To ensure efficient functioning of a business, day-to-day operations
must run smoothly. This involves meeting immediate customer demand by
maintaining adequate stock levels and ensuring timely order fulfillment.
Proper inventory management plays a critical role in managing replenishment
cycles to avoid both stockouts and overstocking. Additionally, businesses
must proactively plan for seasonal peaks or upcoming sales events to ensure

126



sufficient inventory is available to meet increased demand, thereby
maximizing customer satisfaction and sales opportunities.

B. Long-Term Forecasting: Long-term forecasting involves predicting
inventory requirements over a longer duration-typically 6 months to
several years.

Purpose: Inventory forecasting supports strategic planning and budgeting by
providing data-driven insights into future inventory needs, enabling
organizations to allocate resources more effectively. It also plays a vital role in
infrastructure expansion decisions, such as determining the need for
additional storage space or distribution center. Moreover, accurate forecasting
guides product development and market entry strategies by identifying trends
in consumer demand and helping businesses prepare for new opportunities
in a competitive market.

Key Differences between Short-Term and Long-Term Forecasting

Aspect Short-Term Forecasting Long-Term Forecasting
Time Horizon | Days to a few months Six months to several years
Focus Area Operational efficiency Strate.glc and capacity

planning
Data Market trends, economic
Recent sales and trends L
Dependence indicators
Accuracy Higher due to recent data | Lower due to long time frame
Inventory restocking, | Business expansion,
Usage . . . .
promotions, sales events budgeting, product innovation
. Retail, FMCG, food and | Manufacturing, automotive,
Industries .
beverage construction

Challenges in Inventory Forecasting

Forecasting demand accurately can be challenging due to several factors. One
major issue is unpredictable customer behavior, as sudden changes in
consumer preferences or buying habits can make even the most well-planned
forecasts unreliable. Additionally, external factors such as pandemics,
economic downturns, political instability, or natural disasters can cause
unexpected fluctuations in demand. Data inaccuracy is another key problem;
if a business relies on outdated systems or maintains poor records, the
historical data used for forecasting may be flawed, leading to incorrect
predictions. Moreover, supplier delays can disrupt the supply chain even
when demand is forecasted correctly, as stock may not arrive in time to meet
customer needs. Lastly, products that are newly launched pose a challenge
due to the lack of historical sales data, making forecasting for new products
particularly difficult during their early life cycle stages
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TYPES OF FORECASTING METHODS: QUALITATIVE AND QUANTITATIVE

Inventory forecasting methods can be broadly classified into two types:
qualitative and quantitative. Each method has its own approach, advantages,
and suitable situations depending on the availability of data, time horizon,
and nature of products (Fig. 3.7).

TYPES OF FORECASTING METHODS

Types of Forecasting
Methods

l l

Quantitative
Forecasting Methods

Moving Average

Expert Opinion
3 P Method

Weighted Moving

Delphi Method Average

Market Research/Survey Exponential
Method Smoothing

Focus Groups Trend Projection/Linear
Regression

Time Series Analysis

Fig. 3.7: Types of Forecasting Methods
A. Qualitative Forecasting Methods

Qualitative forecasting methods rely on expert judgment, experience, and
intuition rather than numerical data. These are particularly useful when
historical data is unavailable, such as for new products, start-up businesses,
or during unpredictable market conditions. These methods are subjective in
nature but can be valuable in short-term and strategic planning.

1. Expert Opinion: Forecasting based on the knowledge and experience
of industry specialists or company executives.

2. Delphi Method: A structured communication technique where a panel
of expert’s answers questionnaires in multiple rounds to reach a
consensus.

3. Market Research/Survey Method: Involves collecting data from
customers through questionnaires or interviews to estimate future
demand.
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4. Focus Groups: A small group of people discusses a product or service
to predict consumer behavior or preferences.

B. Quantitative Forecasting Methods

Quantitative forecasting methods are based on mathematical models,
statistical tools, and historical data. These methods are objective and can
provide more accurate results when sufficient past data is available. They are
widely used in industries with consistent demand patterns and large volumes
of data.

1. Moving Average Method: Calculates average sales over a specific
number of past periods to predict future demand.

2. Weighted Moving Average: Similar to moving average but assigns
more weight to recent periods to reflect current trends.

3. Exponential Smoothing: Uses a smoothing constant to give more
importance to recent observations while still considering past data.

4. Trend Projection/Linear Regression: Uses statistical analysis to
identify long-term trends and patterns in data.

5. Time Series Analysis: Examines data collected at regular intervals to
identify seasonal, cyclical, or irregular patterns.

FACTORS AFFECTING DEMAND AND INVENTORY

Inventory decisions are closely linked to the demand for products. Several
internal and external factors influence both demand and the inventory levels
required to meet it efficiently.

A. Factors Affecting Demand

Demand refers to the quantity of a product that customers are willing and
able to buy at a given price. Forecasting demand accurately is crucial for
inventory management. Demand is influenced by various factors such as
price, customer preferences, market trends, economic conditions, and
marketing efforts.

1. Price of the Product: Generally, lower prices increase demand and
higher prices reduce it (law of demand).

2. Customer Preferences: Changes in fashion, lifestyle, or taste can
significantly impact demand.

3. Seasonality: Certain products are in higher demand during specific
seasons (e.g., woolens in winter).

4. Income Levels: Higher income leads to greater purchasing power,
increasing demand.
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5. Advertising and Promotions: Effective marketing campaigns can
boost short-term demand.

6. Availability of Substitutes: If alternatives are available at better prices
or quality, demand may shift.

7. Technological Changes: Innovations can reduce demand for older
products.

B. Factors Affecting Inventory

Inventory refers to the stock of goods a business holds for sale or production.
Maintaining the right level of inventory is important to avoid both excess and
shortage. Several factors affect how much inventory a business needs to keep
at any point in time.

1. Lead Time: The time between placing and receiving an order. Longer
lead times require higher inventory levels.

2. Demand Variability: Unpredictable or fluctuating demand forces
businesses to keep buffer stock.

3. Storage Capacity: Limited warehouse space can restrict the amount of
inventory that can be held.

4. Inventory Costs: Includes ordering cost, holding cost, and shortage
cost, which influence inventory decisions.

5. Supplier Reliability: If suppliers are inconsistent, businesses may
stock more to avoid delays.

6. Product Shelf Life: Perishable items or those with expiry dates must
be managed carefully.

7. Economic Order Quantity (EOQ): The ideal order quantity that
minimizes total inventory costs affects how often and how much to
stock.

8. Government Policies or Import Restrictions: Rules regarding
imports, taxes, or regulations can affect inventory levels.

Understanding forecasting methods and the various factors that affect
demand and inventory is essential for efficient inventory management.
Qualitative methods rely on judgment and are helpful in uncertain or new
situations, while quantitative methods use data and are more precise for
stable and data-rich environments. Similarly, both demand and inventory
levels are shaped by a wide range of dynamic factors—internal and external—
which businesses must monitor continuously to stay competitive and cost-
effective.
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PRATICAL EXERCISES
Activity 1: Identifying Inventory Forecasting Objectives in a Retail Setup.

Materials Required: A sample product inventory list, Dummy monthly sales
data (6 months), Chart paper/worksheet, Calculator, Pen and markers.

Procedure:
1. Divide students into small groups.

2. Tell each group to lists 5-8 key products sold in their assigned retail
store.

3. Ask Students discuss factors affecting demand, and groups write down
how these factors influence stock requirements.

4. Tell each group to identifies clear inventory forecasting objectives.

5. Students will propose a fundamental forecasting strategy and explain
why their selected technique is appropriate for their retail location.

6. Ask each group to share their findings at the conclusion of the task,
and the teacher will go over common goals and best practices.

Activity 2: Forecasting in Action — Understanding Short-Term vs. Long-Term
Planning".

Materials Required: Name tags (e.g., Store Manager, Inventory Manager,
Marketing  Executive,  Supplier, etc.), Sample scenario cards,
Whiteboard /Chart paper, Markers, pens, props (optional)

Procedure:

1. First of all, briefly define forecasting and differentiate short-term and
long-term planning.

2. Divide students into small groups and assign a simple business
scenario.

3. Ask each groups to identify 3-4 short-term and long-term forecast
decisions

4. Tell each group to shares their short-term and long-term planning
ideas.

5. After completing the activity, the teacher will summarize key differences
in time period, risk, and impact.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. Inventory forecasting helps in avoiding and overstocking.
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forecasting methods use historical data and mathematical

tools.

. The method calculates an average of past data to predict

future demand.

4. Longer lead times require inventory levels.

. Inventory forecasting supports strategic decisions like

expansion.

B. Multiple Choice Questions

1.

What is the main purpose of inventory forecasting?
a) Reduce number of suppliers

b) Eliminate all inventory

c) Estimate future inventory needs

d) Increase product prices

. Which method is considered a qualitative forecasting technique?

a) Moving average

b) Exponential smoothing
c) Expert opinion

d) Regression analysis

. Which of the following is a factor affecting inventory?

a) Fashion trends

b) Customer income

c) Lead time

d) Product advertisement

. What type of forecasting is typically used for daily operations and short-

term sales events?

a) Strategic forecasting
b) Seasonal forecasting
c) Long-term forecasting
d) Short-term forecasting

.- Which quantitative method gives more importance to recent data using

a smoothing constant?

a) Delphi method

b) Market research

c) Exponential smoothing
d) Focus group

C. State whether the following statements are True or False

1.

Short-term forecasting is generally less accurate than long-term
forecasting.

132



D. Match the Columns

2. Seasonal demand is a factor affecting customer demand.

3. Quantitative methods are not useful if historical data is unavailable.
4. Inventory costs do not affect inventory decisions.

5

. The Delphi Method is a quantitative forecasting technique.

S.No. Column A S.No. Column B
1 Moving Average A Helps manage day-to-day
Method operations and seasonal sales
5 Expert Opinion B A 'demand' 'pa'ttern repeating
during specific times of the year
3 Short-Term C Estimates future demand using
Forecasting past average sales
4 Long-Term D Supports budgeting, expansion,
Forecasting and product strategy planning
5 Seasonality E A qualitative forecasting method

based on managerial judgment

E. Short Answer Questions

a kb=

F. Long Answer Questions

> W b=

5.

G. Check Your Performance

What is the typical time frame for short-term inventory forecasting?
Which industries commonly rely on short-term forecasting?

Why is short-term forecasting considered more accurate?

How does short-term forecasting help with sales events?

What type of data influences short-term forecasting the most?

What is the time frame covered under long-term forecasting?

What type of business decisions is supported by long-term forecasting?
Name an industry where long-term forecasting is essential.

Why is long-term forecasting less precise?

How does long-term forecasting help in product development?

1. Demonstrate the inventory forecasting objectives.

2. Differentiate between short term and long-term forecasting inventory
methods.
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SESSION 4: MANAGING FORECAST VARIANCES AND
IMPLEMENTING CORRECTIVE MEASURES

Forecast variance refers to the difference between the predicted or forecasted
values and the actual values observed during a specific period. In the context
of supply chain and inventory management, it usually relates to the gap
between the projected demand for a product and the actual demand that
occurred. These variances can be either positive (actual demand was more
than forecasted) or negative (actual demand was less than forecasted).

Causes of Forecast Variance

Understanding and managing forecast variance is essential for businesses to
improve the accuracy of future predictions, reduce costs, and better align
supply with demand. High variances often indicate inefficiencies or
inaccuracies in the forecasting process, which, if left uncorrected, can lead to
stock outs, overstocking, customer dissatisfaction, and increased operational
expenses (Fig. 3.8). Forecast variances can occur due to a range of internal
and external factors:

Causes of Forecast
Variance

INTERNAL CAUSES EXTERNAL CAUSES

Incorrect Historical Data Unexpected Changes in

- Customer Demand
Inadequate Forecasting _—
Model Economic Conditions

Poor Collaboration Seasonality or Weather
Between Departments Changes

Promotional Activities Competitor Actions

Supply Chain Disruptions

Fig. 3.8: Causes of Forecast Variance
A. Internal Causes

1. Incorrect Historical Data: When past sales or inventory records
contain errors or missing information, it affects the accuracy of future
forecasts. Inaccurate data leads to poor demand predictions and
stocking decisions.
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2. Inadequate Forecasting Model: Choosing the wrong forecasting
method such as using a basic model for a highly seasonal product can
result in misleading outcomes. The model must suit the product type
and market dynamics.

3. Poor Collaboration Between Departments: If departments like sales,
marketing, and supply chain do not share information, forecasts may
miss out on important inputs like upcoming promotions or regional
trends, reducing accuracy.

4. Promotional Activities: Sudden discounts, advertisements, or
marketing events can spike demand unexpectedly. If these are not
included in the forecasting process, it can lead to stockouts or supply

gaps.
B. External Causes

1. Unexpected Changes in Customer Demand: Sudden shifts in
consumer behavior, preferences, or buying patterns can make demand
unpredictable, affecting inventory planning and leading to stockouts or
overstocking.

2. Economic Conditions: Factors like inflation, recession, or changes in
consumer income levels can significantly influence buying decisions. In
tough times, demand may drop, while economic booms can increase it.

3. Seasonality or Weather Changes: Certain products see demand rise
or fall depending on the season (e.g., warm clothes in winter). Unusual
weather events, like unexpected rains or heat waves, can also shift
demand suddenly.

4. Competitor Actions: A competitor launching a new product, offering
discounts, or changing prices can affect your product’s demand, leading
to sudden changes in customer buying behaviour.

5. Supply Chain Disruptions: Issues like strikes, natural disasters,
transport delays, or global crises (e.g., pandemics) can interrupt the
flow of goods, resulting in inventory shortages and unfulfilled customer
demand.

STEPS IN VARIANCE ANALYSIS AND DIAGNOSIS

Analyzing forecast variance involves a systematic process of comparing
forecasted values with actual outcomes, identifying the causes of variance,
and taking steps to improve future forecasts. This process is also known as
variance analysis.

Step 1: Data Collection
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e Gather historical forecasts and actual sales or demand figures for a
defined period (weekly, monthly, quarterly).

e Include relevant details such as product name, category, date,
forecasted units, and actual units sold.

Step 2: Calculate the Forecast Variance
Forecast variance can be calculated using the formula:
Forecast Variance = Actual Demand- Forecasted Demand
You can also express it as a percentage:
Percentage Variance= (Actual-Forecast/ Forecast) x100
Step 3: Analyze the Variance Patterns
o Identify which products, periods, or regions had high variance.

e Look for recurring patterns: Are variances frequent for a particular
product line? Are variances seasonal?

e Categorize the variances (e.g., high, medium, low) to prioritize
investigation.

Step 4: Diagnose the Causes

e Conduct discussions with sales and marketing teams to understand the
market behavior.

o Investigate internal data sources for errors or missing information.

« Review external events (e.g., festivals, strikes, competitor actions) that
might have affected demand.

Step 5: Document Findings

e« Prepare a variance report that includes numerical data, analysis,
identified causes, and observations.

e This documentation supports better communication and decision-
making among departments.

Step 6: Recommend and Implement Corrective Actions

Once the root causes are identified, the next step is to take corrective
measures to reduce future variances. These actions may involve improving
the data, updating the forecasting model, or adjusting for economic or market
factors.
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Corrective Actions: Data Cleaning, Adjusting Models, Economic
Adjustments

After analyzing forecast variances and identifying their causes, businesses
must implement appropriate corrective actions. These can be classified into
three main categories:

A. Data Cleaning and Improvement: Forecasts are only as good as the data
they are based on. Poor data quality often leads to inaccurate forecasting
and high variance.

Key Actions:

1. Remove Errors in Historical Data: Check for data entry mistakes,
missing values, or duplicate entries.

2. Standardize Data Formats: Ensure consistency in units, dates, and
category naming conventions.

3. Update Data Regularly: Use the most recent and accurate data
available, including sales, returns, and stock levels.

4. Centralize Data Access: Use a unified system or ERP platform to
ensure all departments work with the same data.

B. Adjusting Forecasting Models and Methods: Sometimes the forecasting
technique or model itself needs to be modified to better reflect the actual
demand.

Key Actions:

1. Change the Forecasting Method: Move from qualitative methods (like
expert opinion) to quantitative ones (like exponential smoothing) or vice
versa, depending on product type and data availability.

2. Use Product Segmentation: Apply different models for fast-moving,
seasonal, and slow-moving items.

3. Incorporate Real-Time Data: Use current trends, sales, and external
data sources like weather forecasts or online search behavior.

4. Leverage Software Tools: Utilize forecasting tools or Al-based
analytics platforms that can automate model selection and reduce
errors.

C. Economic and Market Adjustments: External factors, such as economic
conditions or competitive activity, are outside a company’s control but can
be considered during forecasting.

Key Actions:
1. Include Economic Indicators in Forecasting: Monitor inflation rates,

interest rates, and GDP trends.
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2. Track Competitor Behavior: New launches, pricing strategies, and
advertising campaigns can influence demand.

3. Monitor Market Sentiment: Use customer reviews, social media
trends, and surveys to gauge shifts in consumer preferences.

4. Adjust for Seasonality and Festivals: Factor in local holidays,
festivals, and events while forecasting demand.

Real-Life Applications of Forecast Variance Analysis in Logistics

Forecast variance is not just a theoretical concept it has real, practical
implications in everyday logistics and supply chain operations. When
businesses understand why forecast variances occur, they can act quickly to
correct errors, adjust supply levels, and avoid costly disruptions.

Examples:

1. Retail Sector: During a festive season, a retail chain forecasted a 20%
rise in the sale of decorative lights. However, actual sales were 40%
higher. The variance analysis showed that recent advertising
campaigns and increased social media promotions weren’t factored into
the forecast. As a result, the company missed potential revenue due to
stockouts. This learning was used to adjust future forecasting models
to include promotional activities.

2. Pharmaceutical Sector: A medicine manufacturer noticed consistent
negative forecast variance for a flu medication. The root cause was
seasonality — flu outbreaks varied each year. By integrating weather
and health data into their forecasting model, they improved their
forecast accuracy and avoided overproduction or stockouts.

3. E-Commerce: Online platforms often face high demand variance due
to flash sales. One e-commerce site implemented real-time demand
sensing and dynamic forecasting, which helped them reduce short-term
forecast variance and maintain optimum stock during promotions.

Integrating Forecast Variance Analysis into Supply Chain Operations

To make the best use of forecast variance analysis, it must be fully integrated
into regular business and logistics operations. This ensures that forecasting
is not treated as a one-time task but as a continuous improvement process.

1. Cross-Functional Collaboration
o Forecasting shouldn’t be handled by the supply chain team alone.

e Inputs must be collected from sales, marketing, finance, and
production teams.
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e For example, the marketing team may have planned a discount
campaign that will impact demand, but unless this is shared with the
forecasting team, the forecast will be inaccurate.

2. Use of Technology

e Modern forecasting tools use Al, machine learning, and cloud platforms
to constantly learn and update models.

« ERP (Enterprise Resource Planning) and APS (Advanced Planning
Systems) can connect forecast data with inventory, production, and
distribution in real time.

3. Rolling Forecast Updates

e Instead of forecasting once a year, businesses use rolling forecasts
updated monthly or quarterly.

e This approach allows adjustments based on changing market
conditions or unexpected events.

4. KPI Monitoring

e Businesses should establish Key Performance Indicators (KPIs) to
measure forecast accuracy.

e Regular monitoring allows for timely corrective actions.
Forecast Variance vs. Forecast Bias
It’s important to differentiate between forecast variance and forecast bias:

o Forecast Variance refers to the difference between actual and forecasted
demand, regardless of direction.

o Forecast Bias occurs when forecasts consistently overestimate or
underestimate demand.

For example, if a company always predicts higher sales than actual, there is
a positive forecast bias, which may lead to overstocking. On the other hand,
a negative bias causes understocking.

Steps to Eliminate Bias:

e Use historical forecast error analysis

e Involve unbiased stakeholders in forecasting

» Balance statistical models with human judgment
Handling Forecast Variance During Uncertain Times

During times of uncertainty caused by events such as pandemics, natural
disasters, or global conflicts, demand forecasting becomes significantly more
unpredictable. In such situations, businesses need to adopt adaptive and
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proactive strategies to manage their inventory effectively. One key approach
is to use scenario planning, which involves forecasting multiple possibilities,
including best-case, worst-case, and average-case scenarios. This helps
organizations prepare for a range of outcomes rather than relying on a single
forecast. Additionally, building safety stock becomes crucial to buffer against
sudden fluctuations in demand and supply chain disruptions. Enhancing
supplier flexibility is another important measure, enabling companies to
quickly adjust their supply levels based on changing demand patterns.
Furthermore, real-time monitoring of data such as customer purchasing
behavior, market signals, and news trends allows businesses to revise their
forecasts promptly, ensuring that inventory decisions remain aligned with the
current market dynamics.

Best Practices to Minimize Forecast Variance

Best practices to minimize forecast variance focus on improving data quality,
collaboration, and continuous monitoring. Organizations should use
accurate, real-time historical data and apply appropriate forecasting
techniques suited to the product or demand pattern. Regularly reviewing and
updating forecasts based on market trends, seasonality, and external factors
helps maintain relevance. Cross-functional collaboration between sales,
operations, and finance teams ensures that multiple perspectives are
considered, reducing bias. Implementing advanced tools such as data
analytics or ERP systems can enhance forecast accuracy. Additionally,
tracking forecast performance through key metrics (like Mean Absolute
Percentage Error) and conducting periodic variance analysis enables
organizations to identify gaps, learn from errors, and continuously refine their
forecasting process (Fig. 3.9).

Here is an expanded explanation of Best Practices to Minimize Forecast
Variance with clear, practical points:

1. Use High-Quality and Relevant Data: Accurate forecasting begins
with reliable data. Organizations should ensure that historical data is
clean, complete, and free from errors. Including relevant variables such
as past sales trends, customer behavior, seasonal patterns, and
economic indicators improves forecast reliability. Poor data quality
often leads to large forecast deviations.

2. Apply Appropriate Forecasting Techniques: Different products and
industries require different forecasting models. For example, stable
demand items may use time-series methods, while new or seasonal
products may require qualitative or causal models. Selecting the right
technique—and combining multiple methods when necessary—helps
reduce forecasting errors.
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10.

Incorporate Real-Time Data and Market Intelligence: Forecasts
should not be static. Regular updates using real-time information such
as market trends, competitor actions, and demand fluctuations ensure
forecasts remain relevant. This is especially important in dynamic
environments where demand changes rapidly.

. Enhance Cross-Functional Collaboration: Forecast accuracy

improves when multiple departments contribute. Sales teams provide
market insights, marketing teams share campaign plans, and finance
teams contribute financial projections. Collaborative forecasting (e.g.,
S&OP - Sales and Operations Planning) reduces bias and aligns
organizational goals.

. Use Technology and Advanced Analytics: Modern tools like ERP

systems, Al-based forecasting software, and data analytics platforms
improve accuracy by analyzing large datasets and identifying patterns.
Automation also reduces human errors and improves consistency in
forecasting.

Monitor Forecast Accuracy Using KPIs: Organizations should
regularly measure forecast performance using metrics such as Mean
Absolute Percentage Error (MAPE), forecast bias, and tracking signals.
Monitoring these KPIs helps identify whether forecasts are consistently
overestimating or underestimating demand.

. Conduct Regular Forecast Reviews and Adjustments: Forecasts

should be reviewed periodically (weekly, monthly, or quarterly).
Variance analysis helps identify reasons for deviations—such as
unexpected demand spikes or supply disruptions—and enables
corrective actions for future forecasts.

. Segment Products and Customers: Not all products behave the same

way. Segmenting products based on demand patterns (fast-moving,
slow-moving, seasonal) allows organizations to apply tailored
forecasting methods. Similarly, customer segmentation helps in
understanding different demand behaviours.

. Reduce Lead Time and Improve Responsiveness: Shorter lead times

allow organizations to respond quickly to demand changes, reducing
the impact of forecast errors. Agile supply chains can adjust production
and inventory levels more effectively.

Continuous Learning and Improvement: Forecasting should be
treated as an ongoing learning process. Organizations should document
errors, analyze root causes, and refine models accordingly. Over time,
this continuous improvement approach significantly reduces forecast
variance.
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Best Practices to
Minimize Forecast
Variance

3

Update Forecasts

Incorporate real time
data

Adjust for Events
Agcount for holidays.
and promotions

Fig. 3.9: Best Practices to Minimize Forecast Variance

Analyzing forecast variance and taking corrective action is a critical skill in
supply chain management. While forecasts can never be perfect, continuous
monitoring and adjustment help businesses reduce errors, improve accuracy,
and respond better to customer needs.

By combining good data, the right forecasting model, and close teamwork,
businesses can turn forecast variance from a problem into an opportunity for
growth and efficiency.

Whether you're planning short-term daily operations or long-term strategy,
understanding how and why forecast variance happens and knowing how to
respond is a key competency for every future supply chain executive.

PRACTICAL EXERCISES

Activity 1: Conduct and Diagnose Errors in Forecasting Using Simulated
Reports.

Materials Required: Printed Simulated Forecast vs. Actual Report (provided
below), Calculator or spreadsheet (optional), Activity worksheet (for
observations and corrective action suggestions), Pen and ruler.

Procedure:
1. Divide the students into small groups.

2. Help students for understand how to calculate forecast variance,
analyse errors, and diagnose.

3. Identify the causes for using a simulated report with forecasted and
actual demand data.

4. Calculate forecast variance and percentage error.

5. Identify over-forecasting and under-forecasting.
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6. Diagnose possible causes of variance.
7. Suggest appropriate corrective actions.

8. Simulated Report: Forecast vs. Actual Sales (for 5 Products)

Product Forecast.e d Sales Actual Sales (Units)
(Units)
A — Earphones 500 450
B — Power Banks 300 390
C — Chargers 400 350
D — USB Cables 600 720
E — Wireless Mouse 200 150

Activity 2: Prepare a chart showing recommended corrective actions for
improving forecast accuracy.

Materials Required: Printed business case cards (provided below), Corrective

action chart (above, for student reference), Worksheet for answers and
Pen/highlighter

Procedure:

1. Divide the students into small groups and assign the topics on Fixing
Forecast Errors: Diagnosing and Recommending Solutions.

2. Help students identify specific causes of forecast inaccuracy

3. Match them with suitable corrective actions using a practical case-
based approach.

4. Identify different forecast issues from simulated business scenarios
5. Recommend appropriate corrective measures
6. Justify why a particular action would improve forecast accuracy
CHECK YOUR PROGRESS
A. Fill in the Blanks

1. Forecast variance refers to the difference between and actual
demand.
Answer: forecasted demand

2. Poor communication between departments is an example of an
cause of forecast variance.

3. is the term used when forecasts consistently overestimate or
underestimate demand.

4. Forecasting during uncertain times can be improved using
planning.
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S. The use of Al and machine learning tools is a part of forecasting

improvement.

. Multiple Choice Questions

1.

What is forecast variance?

a) The difference between expected profits and actual profits
b) The gap between supply and demand

c) The difference between forecasted and actual demand

d) The average inventory holding cost

. Which of the following is an internal cause of forecast variance?

a) Economic recession

b) Sudden change in customer preference
c) Incorrect historical data

d) Competitor product launch

. What is the correct formula to calculate percentage forecast variance?

a) (Forecast — Actual) + Forecast x 100
b) (Actual — Forecast) + Forecast x 100
c) (Actual — Forecast) + Actual x 100
d) (Forecast — Actual) + Actual x 100

. Which method is best suited to deal with demand during uncertain

times like a pandemic?

a) Annual forecasting

b) Ignoring variance

c) Scenario planning

d) Economic Order Quantity

What is one recommended corrective action when promotions are not
reflected in the forecast?

a) Increase safety stock

b) Centralize procurement

c) Improve cross-department communication

d) Extend lead time

. State whether the following statements are True or False

1.
2.

Forecast variance can only be negative.

Adjusting forecasting models based on product segmentation helps
improve accuracy.

. External causes of forecast variance include incorrect data entry and

outdated systems.

. Real-time monitoring of trends can help in revising forecasts promptly.
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S. Economic indicators like inflation or GDP have no impact on demand
forecasting.

D. Match the Columns

S.No. Column A S.No. Column B

Sharing information across sales,

1 Forecast Variance marketing, and SCM

Preparing best-case, worst-case,

2 Data Cleanmg and average cases

C Correcting errors in historical

3 Scenario Planning records and formats

D Consistently overestimating or

4 | Forecast Bias underestimating demand

Cross-Functional Difference between predicted and

S Collaboration actual demand

E. Short Answer Questions
1. What is the typical time frame considered in short-term forecasting?

2. Why is short-term forecasting generally more accurate than long-term
forecasting?

3. Give one example of a short-term variance cause in retail.
4. How can promotions affect short-term forecast accuracy?

5. What corrective action can be used immediately when a short-term
variance is detected?

F. Long Answer Questions

1. What is one external factor that must be considered in long-term
forecasting?

. Why is long-term forecasting less accurate than short-term forecasting?
. How can competitor behaviour impact long-term forecasts?

. Name one tool or approach used in long-term forecasting.

a b W N

. How does integrating cross-functional collaboration improve long-term
forecast accuracy?

G. Check your Performance

1. Spell out the over and under forecasting causes under the inventory
control system.

2. Demonstrate the different forecast issues in the business process.
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MODULE 4: ERP ENTRY AND REPORTING IN
WAREHOUSE OPERATIONS

Enterprise Resource Planning (ERP) is a software that helps to manage
different several operation including sales, inventory, purchase, human
resources and finance. In warehouse management, ERP plays an important
role by tracking the movement of goods in and out of the facility. One of the
most important aspects of using ERP in warehouse operations is making
accurate and timely data entries into the system.

When the goods arrive at the warehouse, employees record details such as
quantity, item name, supplier and date of arrival in the ERP system. This is
known as an inward entry. When the goods leave the warehouse for sale or
delivery, an outward entry is made. These entries help to maintain an
accurate inventory record, reducing the risk of misplaced or lost items and
preventing issues like overstocking /stock outs.

ERP systems also generate reports based on the data entered. These reports
provide insights into key performance metrics. Warehouse managers and
other decision makers use these reports to evaluate performance and identify
the areas for improvement.

Reporting supports a strategic and predictive decision-making. Financial
reports project future cash flow needs helping companies manage the funds
more effectively.

When integrated with modern digital tools like dashboards, ERP reporting
becomes more powerful. These tools provide real-time access to critical data,
enabling more informed and faster decisions in response to emerging
opportunities or challenges.

Reporting through ERP systems enhance accuracy, operational efficiency, and
agility. It helps the managers to make informed decisions and align with
business goals.

This module is divided into four sessions. The first session deals with feeding
data into the ERP system. The second session analyzing ERP entries and
generating operational reports. The third session discusses communicating
with stakeholders using ERP reports and the fourth session focuses decision
making through ERP reporting.

Applying insights from ERP Reports warehouse managers make data driven
and strategic decisions that enhance business outcomes.
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SESSION 1: FEEDING DATA INTO ERP SYSTEM

Enterprise Resource Planning system is a platform which converges varied
business operations into a single framework. ERP systems take care of two
basic functions - data management and reporting. The data feeding processes
helps to categorize, capture and maintain accurate information in the system.
This data is used to produce operational reports which provide insights into
the performance metrices and daily workings of all the departments thereby
empower informed decision-making.

ERP in Warehouse Operations

It is a software which helps the businesses to manage different activities
through a single system. In place of using separate software’s for all the
departments ERP links all of them together. As a result, companies get real
time information and can take better decisions.

ROLE OF ERP IN WAREHOUSE OPERATIONS

Real-Time Infoermation

Provides immediate updates
on warehouse activities
Order Processing Better Planning

Ensures timely and accurate Facilitates effective planning

order fulfilment . of warehouse activities

Inventory Management Cost Control

Keeps track of stock levels Helps reduce costs through

and avoids stock issues . . smart stock management

Fig. 4.1: Role of ERP in Warehouse Operations

ERP plays a very important role (Fig.4.1) in running warehouse operations
smoothly. Effective warehouse management involves tracking item locations,
monitoring stock quantities, the receipt and dispatch of goods. ERP systems
simplify these tasks by providing updated inventory records in real time. It
shows the current stock levels, flag items that are low in stock / not selling.
Thus, helps to avoid stock shortages /over stocking.

When the orders are placed ERP checks the availability of product, ensures
proper packing, support precise picking and facilitate error free / timely
shipping. The real time updates help to maintain accurate records, organize
storage, allow managers to plan purchases and schedule the work efficiently.

By improving inventory management, ERP cuts storage expenses, reduce
waste, improve customer satisfaction through on time deliveries. ERP systems
boost warehouse operations by effective integration processes between
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departments, promote cost effective management and deliver up-to-date
information.

ERP makes warehouse quick, efficient, and error free. It connects all
departments, provides real-time information, and helps businesses manage
their warehouses in a well-organized and cost-saving manner.

Warehouse Processes: Loading, unloading, binning, kitting, line feeding:
several tasks are carried every day in a warehouse to handle, store and
prepare goods.

1. Unloading: When the products arrive at the warehouse from suppliers or
factories, they come in either trucks or other vehicles.

Fig. 4.2: Unloading at a Warehouse

Unloading (Fig.4.2) is the process of taking these goods from the vehicle and
then moving them into the warehouse. Warehouse workers check whether the
right products have arrived and if they are in good condition.

2. Binning: Once the goods are unloaded, they are moved to their respective
storage locations.

Fig. 4.3: Binning at Warehouse

Source:https://flexcontainer.com/bin-uses-for-warehouse-operations/
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Binning (Fig.4.3) means placing these items into racks, shelves or bins based
on their size, type or storage requirements. It helps in easy tracking of the
goods when needed and better organising the warehouse.

3. Loading: It is the process of preparing the goods for delivery.

Fig. 4.4: Loading in a warehouse

When goods are to be sent to the customers or other destination they are
taken from the storage and placed onto trucks/ vehicles (Fig.4.4) carefully to
avoid any damage during transportation.

4. Kitting: When customers order multiple items, which need to be packed
together as one collective big package.

o

Fig. 4.5: Kitting in a warehouse

Kitting involves gathering these different products and combining them into
a package or a single kit. For example, a computer kit contains a CPU, a
monitor, keyboard, cables and mouse packed together (Fig. 4.5).

5. Line Feeding: It is mostly used in the manufacturing units.
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Fig. 4.6: Line Feeding in a Warehouse

Line feeding means delivering the required material or parts from the
warehouse directly to the production line as and when they are needed.

It ensures that the production process continues without any delays.

All these processes are important for the proper functioning of a warehouse
(Fig. 4.6). Information is collected from associate and supervisor and fed into
ERP involves a blend of manual entries, mobile devices, barcode scanning and
its integration with WMS (warehouse management system).

ERP MODULES FOR MATERIAL MANAGEMENT AND LOGISTICS

Inside ERP, the different parts are called modules. Each module handles a
specific function of the business. Material Management (MM) and Logistics.

1. Material Management (MM) Module: It helps the company to manage
everything related to materials or products (Fig.4.7). This includes:

Material ( goods )
Receipt modules Invoice Modules

Inventory

Purchasing modules oE T
modules
. e How much stock is e Record the items at *Matches the
. Creaalon of y available arrival supplier invoices
urchase orders . i
ozhoose suppliers Il G e e +Quality check glrtihersurChase
X pp X used o Stock updation
eTrack inventories e Ensure correct

*How much is left billing

Fig. 4.7: Material Management Modules in ERP

150



When the company needs raw materials or products a request is issued
(material requisition)using ERP. It is an official/formal request to withdraw or
procure materials needed for maintenance and production (Fig.4.8).

Approval Proces and

Identify the need Tracking and reporting

fulfilment

Fig. 4.8: Material requisition using ERP

The modules of material management help to create purchase orders, choose
suppliers and track deliveries, tracks the availability of stock, used stock, left
stock, records the entry of material, checks the quality, update the stock,
matches supplier invoices with purchase orders to confirm correct billing. It
helps companies always have the right materials available for production and
sales, without wasting money on extra stock.

2. Logistics Module: It manages the movement of goods from one place to

another. It includes:
Warehouse Management Order Processing

* Best Routes e Tracks the storage of ¢ Handle customer

* Choosing right vehicles goods orders

e Schedule deliveries ( to e Movement of goods ® Minimise errors in
customer or between picking , packing and
warehouses ) shipping .

Fig. 4.9: Logistics Module and ERP

Logistics modules (Fig.4.9) help to plan the best routes, choose the right
vehicles for transport, schedule deliveries, keeps track of where goods are
stored, the way they are moved inside the warehouse and packed for delivery,
handle customer orders, right products are picked, packed, and shipped on
time. Products reach customers on time, safely at the lowest possible cost.

IMPORTANCE OF REAL-TIME DATA ACCURACY

It is essential in a warehouse for effective inventory management, ensure
smooth operations and better customer satisfaction. It provides better
updates on stock levels, daily activities, quick decisions, early resolutions and
order processing.
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For all the activities in a warehouse receiving /picking/ storing /shipping.
The information about customer orders/stock levels/ movement of goods has
to be updated as soon as the occurrence of event.

Create Inventory

Reports Create Rejection
Check ERP Reports
Entries Generate reports :
£ showing inventory Compile reports
Verify daily ERP stock levels on rejections

complaints

entries in warehouse/plant

Ensure Data Create Goods Create Work
Accuracy Reports Reports
Confirm data is Produce reports on Develop reports on
correct and goods received ‘and work done by
complete dispatched employees or

machines

Fig. 4.10: Importance of Real time data accuracy in ERP

Real-time data (Fig.4.10) improves the operations of a warehouse. It keeps
accurate stock levels and help in avoiding under/over stock. It reduces errors
and ensure deliveries on time. Manager are in a better position to make
informed and quick decisions.

PRACTICAL EXERCISES

Activity 1: Enter sample data into an ERP simulator (or Excel template),
sample list of stock

Material Required: Pen, Pencil, Paper, Computer system.

Procedure:

1. Provide students with an ERP data entry template (in Excel or a basic
ERP simulator if available).

2. If they are preparing in excel ask them to prepare Columns in the form
of; Item Code, Item Name, Quantity Received, Date, Supplier, Bin
Location, Expiry Date

3. Give them a sample list of incoming stock (e.g., 10 different items from
different suppliers).

4. Students must:

a) Enter each item’s data accurately

b) Assign bin locations (based on product size/type)
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5.
6.

c) Highlight low-stock or expired items
Discuss the importance of accurate data entry.

Ask them to mention the learnings from the activity.

Activity 2: Practice feeding binning and kitting records.

Material required: Pen, Pencil, Paper, Mock goods or inventory cards.

Procedure:

1.

a kK L b

o

7.
8.

Divide class into groups.

Discuss the concept of Binning and Kitting
Provide them with the mock goods /products
Ask them to label the bins -A1, B1, B2, B3

Ask them to: Decide where each item should be stored in the warehouse
using logic (fragile, bulky, high value).

Ask them to do kitting task. Pick items from different bins and
“assemble” the order of customer.

Give feedback.

Discuss learnings from the activity by end of it.

Activity 3: Conduct role-play on Issue and record a material request in ERP

Material Required: Pen, Paper, Printed templates for Material Request Form,
Inventory List, ERP entry form

Procedure:

1.
2.

3.

Divide the class in groups.

Assign roles in each group:

a) Warehouse Supervisor

b) Inventory Clerk (ERP operator)

c) Department Head (requesting materials)
d) Quality Checker

Provide scenario to the group to perform like;

The Production Department requires 50 screws, 100 toolkits, and 50 meters
of cable. Some stock is already available, others need to be ordered.

4.

Ask them to perform the Role play in these steps:
a) Department Head issues a Material Requisition Form.

b) Clerk enters the request into an ERP form.
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c) Supervisor checks stock levels.

d) Quality Checker validates the request and records inspection
results.

e) Complete ERP Material Request Form (on paper or digital) or in the
simulator.

f) Ask questions.

g) Discuss learnings in the class.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

5.

ERP systems help produce operational to provide insights
into performance.

. Real-time updates in ERP systems help maintain accurate

records.
is the process of placing goods in racks, shelves, or bins.
. The module manages goods movement from one location to
another.
ERP improves customer satisfaction through deliveries.

B. Multiple Choice Questions

1.

What are the two basic functions of ERP systems?
a) Hiring and Training

b) Data Management and Reporting

c) Marketing and Advertising

d) Storage and Transportation

. Which of the following is NOT a warehouse process?

a) Line Feeding
b) Kitting

c) Painting

d) Binning

. What does the Material Management (MM) module help with?

a) Customer service

b) Recruitment

c) Managing materials/products
d) Marketing strategies

. What does ERP check before shipping an order?

a) Customer satisfaction
b) Availability of products
c) Number of employees
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C. State Whether the following Statements are True or False

1.

3.
4.
5.

d) Social media presence

c) Reduces errors and ensures timely delivery

d) Increases manual work

systems.

making.

D. Match the Columns

ERP helps avoid both over-stocking and stock shortages.

Kitting involves unloading goods from vehicles.

. What is the role of real-time data in warehouse management?
a) Delays decision-making
b) Encourages over-stocking

ERP connects all business departments using multiple separate

. Real-time data accuracy reduces errors and helps in quicker decision-

Material requisition is used to request recruitment of employees.

S.No. Column A S.No Column B

1 Unloading A Storing goods in proper locations

2 Binning B Taking goods from trucks into the
warehouse

3 Loading C Sending materials to production
line

4 Kitting D Combining multiple items into a
single kit

S Line feeding E Preparing goods for delivery

E. Short Answer Questions

h W b=

5.

F. Long Answer Questions

1.

What are the two basic functions of ERP systems?
How does ERP help in warehouse inventory management?
Define 'kitting' in warehouse operations.

What is the purpose of the logistics module in ERP?

Mention one benefit of using ERP in warehouse operations.

Explain the role of ERP in warehouse operations and how it integrates
various functions.

. Discuss how real-time

performance.

data
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warehouse

. Describe the different warehouse processes supported by ERP.




4. What is the importance of the Material Management module in ERP?
G. Check Your Performance
1. Practice Complete ERP Material Request Form (on paper or digital).

2. Discuss in the class on the topic “What could go wrong if data is entered
incorrectly?”
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SESSION 2: ANALYZE ERP ENTRIES AND GENERATE
OPERATIONAL REPORTS

ERP entries are used to generate operational reports which includes entry of
the relevant data from ERP system, structure it in a logical format and deliver
it to the end user in the form of predefined reports (Fig. 4.11). It helps in
developing insights for the decision makers, clear visualization, well organized
data and automated report to support day to day operations.

REVIEW AND VALIDATION OF ERP ENTRIES

ERP software helps to manage different parts of the work, like inventory,
purchases, Sales, Accounting and Human resources.

Production

Management

Enterprise resource
planning

Finance

Human
Resources

Sales

Fig. 4.11: ERP system

It is a smart system that helps everyone in the company stay organized. ERP
entries are the data or records that the staff enters into the system. These can
include the goods or items came into the warehouse or taken out, their storage
and/or any damages /returns.
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Unveiling the Benefits of ERP Entry Review

Avoid Mistakes

Review and
Validation of ERP
Entries

=Q

Fig. 4.12: Importance of Review and Validation of ERP Entries

Review of entries (Fig. 4.12) means checking them carefully so that they match
with the real situation in the warehouse. Validation means making sure that
the information is correct.

It is important as it helps in making accurate reports/better decisions,
avoiding mistakes like wrong stock counts, lost / misplace of products

500 boxes of Shampoo enter the warehouse.
The operator enters “500 boxes of shampoo received” in the ERP system.

The supervisor then reviews this entry and validate it by after checking the
delivery note and the actual boxes in the warehouse.

If it matches, the entry is correct!

TYPES OF OPERATIONAL DATA: VARIANCE, REJECTION, COMPLAINTS

Everything is tracked at a warehouse using an ERP system like how many
products come, go out, get returned or damaged. In case of unforeseen
circumstances variances or issues like rejections and complaints take place.
It is the difference between planned or expected values and actual results.

1. Operational Data Variance: It is the means a difference between the entry
in the ERP system and the actual value.

ERP shows 1000 units, but only 985 units are found in the warehouse.

ERP says 15 boxes were shipped but only 12 were delivered.

It can be caused by wrong entry in the system, lost/damaged goods or any
kind of counting mistakes.

2. Rejections: when the goods are damaged, poor quality or wrong items are
received they are rejected which are then recorded in the ERP system.
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A supplier sends 90 Coolers but 10 are broken so those 10 are rejected.

If the wrong size or the brand is received it is sent back to supplier.

The supplier is immediately informed for either refund or replacement and the
inventory is updated.

3. Complaints: It is a problem experienced and raised by a warehouse,
customer or a store in case if any dis satisfaction. Reasons can be the
expired/ damaged product or wrong/late delivery.

A complaint is logged in ERP and after investigation final decision is made
refund /replacement. Complaint status is updated in ERP.

Types of Operational Data

Variance ka ‘% Rejections

Understand differences between Determine reasons for proposal
expected and actual outcomes to dismissal to refine future

improve planning. submissions.

Complaints

Gather feedback to enhance
products or services.

Fig. 4.13: Complaints, Rejections and Variance

ERP is very much helpful in resolving complaints, recording rejections and
tracking variance (Fig.4.13) so that managers can find solutions and make
sure only quality items are stocked which in turn make customers happy.

CREATING MIS AND PLANT OPERATIONS REPORTS

MIS or Management Information System report involves collecting, analyzing
storing and distributing information to the decision making at all the levels.

Plant operation report is a summary about the functioning of a factory or
plant. It includes the quantity of goods produced, the utilisation of resources
like, machines or materials, and the problems in the warehouse.
improvement.
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ERP Data Management and Reporting Process

Fig. 4.14: Reports and ERP

Term Meaning Purpose
MIS A report created using ERP Help managers to monitor the
report data plant and /or warehouse
Plant It shows the daily It tracks the performance of
operations | /weekly/monthly production, | the Plant.
report issues and despatches

To prepare MIS and Plant Operations reports (Fig.4.14) the ERP entries have
to be reviewed daily and conform that the data is accurate and complete. After
MIS reports the manager will have better understanding of daily operations
and if any problem needs attention.

BASICS OF DATA INTERPRETATION AND VARIANCE ANALYSIS

Data interpretation means getting reference which help in making good
decisions.

If 100 bulbs were made but only 95 of them were sent to the warehouse,
managers can interpret that may be 5 of them were damaged or rejected.

Variance is the difference between the expectation and actual findings.
Analysis of variance means finding and understanding these differences.

Item Expected Actual Variance
Goods Made 100 95 -5 (Negative variance)
Goods Delivered 100 105 +5 (Positive Variance)

-5 is the negative variance which means something is under target/ missing.
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+5 is a positive variance which means that it is more than expected and
further analysis can be done.

Line Stops: The situation when the packing process or the movement of goods
in a warehouse suddenly stops is called a line stop (Fig.4.15). It can happen
when either materials are missing, untrained workers or machines stop
working. It slows down the entire operation.

Fig. 4.15: Line stop at a warehouse

ERP software record these line stops and the reasons behind them are
recorded which help in identifying the real causes of the problem.

Rejection Data Report: At the time of quality checks some goods are rejected
as they don’t meet the desired standards (Fig.4.16). It may happen due to poor
packaging, damages, incorrect items.

FIGURES

Fig. 4.16: Rejection Data Report

Source: https://www.shutterstock.com/search/rejection-report

ERP systems keep a record of the rejected items, the reasons of rejection and
the factor/person responsible for rejection which helps to improve the quality
of products /processes over time and identify the recurring issues
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These reports generated by ERP Software are shared with both internal
stakeholders like warehouse workers and managers and external
stakeholders such as suppliers, customers and transport partners.

Using ERP in a warehouse help the supply chain executive to analyse the data
related to delays, performances and rejections. This helps them to solve
problems quickly, keep everyone updated, work more smoothly and make
customers happier.

PRACTICAL EXERCISES

Activity 1: Perform variance and rejection data analysis using sample ERP
entries.

Material Required: Pen, Paper, Notes pad, Sample ERP Log Table or EPR
simulator at the lab.

Procedure:

1. Divide the class in groups.

2. Discuss the concept of Variance and rejection data

3. Provide a Sample ERP Log Table with remark on some items like,
Damage during transit, extra shipment, poor packaging etc.

4. Ask the students to:

a) Calculate variance for each item (Expected - Actual).
b) Discuss the reason for rejections

c) Mark the entries that require correction or review.

d) Suggest ERP validation steps to ensure data accuracy.

5. Discuss learnings in the class and handle queries from other group
members.
6. Prepare a report and submit it to teacher.

Activity 2: Generate a daily plant warehouse report.
Material Required: Pen, Paper, Notes pad, Raw ERP data.
Procedure:
1. Ask students to form groups.
Discuss the importance and the format of daily plant warehouse report.
Distribute Raw ERP data to the students.

Ask students to organize the ERP data into a clear report format.

a kK L b

Discuss the entries.
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6. After completing the task ask students to discuss their finding and

prepare a report and submit it to teacher.

Activity 3: Interpret Mock Reports & Recommend Corrections.

Material Required: Pen, Paper, notes pad, MIS report sourced from internet
or a warehouse.

Procedure:

1.
2.
3.

5.
6.

Divide the class in groups.

Provide the students

Ask the Students to:

a) Interpret variance: positive/negative and reason.

b) Identify patterns in complaints or rejections.

. Ask them to Recommend:

a) Corrections in ERP
b) Any Actions for warehouse staff.
Discuss learnings in the class.

Prepare a report and submit it to teacher.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.
2.
3.

ERP entries must be reviewed and to ensure they are correct.
A variance means actual values are less than expected.

ERP system helps in creating reports like and plant operations
report.

are recorded in ERP when poor quality or wrong items are
received.

. The process of analyzing the difference between expected and actual

values is called analysis.

B. Multiple Choice Questions

1.

What is the purpose of ERP entries in generating operational reports?
a) Manage employee schedules

b) Record and structure data for reports

c) Design product packaging

d) Hire new staff

. What does the term “validation” mean in ERP entries?

a) Ignoring mistakes in entries
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b) Making changes to data
c) Ensuring the information is correct
d) Comparing entries with other companies

a) Ignoring it
b) Notifying the transport team
c) Initiating a refund or replacement
d) Reordering the same product

a) Data is missing

b) Fewer goods produced

. A complaint logged in ERP due to expired product is addressed by:

. What does a positive variance in ERP reports indicate?

c) More goods delivered than expected

d) Complaint received

. Line stops in ERP system help in:
a) Generating profits

b) Identifying causes of operational delays

c) Promoting workers
d) Receiving shipments

C. State Whether the following Statements are True or False

1.

a kK b

E. Short Answer Questions

1.

2
3.
4

ERP entries can include goods received, shipped, or returned.

A complaint raised due to late delivery is not recorded in ERP.

Line stop in warehouse operation helps increase production speed.

MIS report is used by managers to understand daily operations.

ERP system cannot track rejections or variances.

D. Match the Columns

S.No. Column A .No. Column B
1 ERP Entries A Damaged or incorrect goods
2 Variance B Sudden halt in warehouse operations
3 Rejections C Difference between expected and
actual values
4 Line Stops D Helps managers monitor operations
S MIS Report E Data entered about goods movement

What is the purpose of reviewing and validating ERP entries?

. What happens when rejected goods are recorded in ERP?

Define variance in the context of ERP.

. Why is complaint data important in ERP?
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5.

How does ERP help in resolving line stops?

F. Long Answer Questions

1.

Explain the role of ERP in generating operational reports and helping
decision-makers.

. Describe the process of recording and validating ERP entries with an

example.

What are the different types of operational data tracked in ERP and how
are they managed?

. How are MIS and Plant Operation reports generated using ERP and

what is their importance?

What is data interpretation and how does variance analysis help in
operational decision-making?

G. Check Your Performance

1.
2.

Develop a short commentary on the trends.

Make a chart on data interpretation and variance analysis.
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SESSION 3: COMMUNICATION WITH STAKEHOLDERS USING
ERP REPORTS

It is important to share the right information with the right people at the right
time. These people are called stakeholders. Stakeholders can be internal or
external.

ERP reports help managers to check stock levels, track performance, plan for
future production and monitor expenses. External stakeholders need reports
mostly related to orders, deliveries or payments. An ERP report shows the
status of payment, customer’s order, time of shipping which helps to build
trust and ensure smooth communication (Fig. 4.17).

Internal Stake
holders

Extel:glzzltes:ake e Suppliers, Customers and Govenrment officals

Fig. 4.17: Internal and External Stakeholders

ERP reports help the stakeholders to stay updated, avoid misunderstandings
and make better decisions which in turn make communication more
professional, faster and accurate.

IMPORTANCE OF INTER-DEPARTMENTAL COORDINATION

Inter-departmental coordination means the different departments like
accounts, sales, purchase, production, customer service and warehouse
share information, work together and help each other solve problems.

Accounts

: Check with Purchase .
Sales team receives Production team
department senmds

the invoice

warehouse about department sends

i Sl the stock availability the order

plan the production

Fig. 4.18: Coordination Between Departments

When all the departments coordinate properly, they solve the queries quickly,
avoid errors or confusions/errors, save time/efforts and keep customers
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happy. ERP helps in keeping all the required information handy and updated
(Fig. 4.18).
CHANNELS OF COMMUNICATION

In any organization is it important for the employees to exchange the
information regularly.

| |

[ —

-
sl
l—\-‘:)
—— >

Fig. 4.19: Channels of Communication

The ways they use to send and receive the information is called the channels
of communication (Fig. 4.19).

Communication channels which are used in workplaces are;

1. Email: It is mostly used in formal mode of communication. It is used to
send messages, provide updates, share documents or ask queries.

&y

Fig. 4.20: Email as Channel of Communication
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As an effective mode of communication, email (Fig. 4.20) can reach many
people at the same time and the written records of the conversation can be
saved and used for future reference.

2. Reports: These are the documents that provide detailed information about
specific audience, purpose or topics.

Fig. 4.21: Reports as the Channel of Communication

Some common examples of reports (Fig. 4.21) are annual reports, project
reports, sales reports, budget reports and research reports. These reports are
shared with other departments or managers to help them review, plan and
make decisions.

3. Dashboards: These are digital tools which display the real-time data
through charts, graphs and numbers on a screen.

.. B

Fig. 4.22: Dashboard as the Channel of Communication
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They (Fig. 4.22) help the managers to go through the performance
indicators and important business information.

Communication Channels are important because they help in better
decision making with informed and updated knowledge. As a result,
managers find and fix problems easily.

REPORTING TO SUPPLIERS AND LOGISTICS PARTNERS

Companies regularly work with suppliers who provide products or raw
materials and logistics partners who manage the delivery of goods and
transport.

Reporting to suppliers means informing them about the materials which are
needed, the quantity and the time of delivery. For example, if ERP reports
show under production, then immediately report is sent to concerned raw
material supplier and the partners to match the desired quantity.

Reporting to logistics partners includes giving the empaneled transport
companies the necessary delivery details like the place/location of pickup of
goods, expected delivery time, the delivery location, and/or any special
instructions.

Comparison of Reporting to Suppliers and Logistics Partners

Logistics
h . . 1

=% Puroore Inform about Provide delivery
<=2 Furp material needs details
&l 5 Material needed, Pickup location,
() Information Shared quantity, delivery delivery time,
time destination
A ERP shows under Giving transport
~ E le S i i i
SH|E=StIIEEANEEIEY production companies delivery
details
D1 Communication Type Liaising Liaising
® : Prevents delays, Prevents mistakes,
Ba Benefits strengthens keeps customers
partnership happy

Fig. 4.23: Reporting to Suppliers and Logistic Partners

This communication type (Fig.4.23) is called liaising, which involves sharing
updates, answering questions, staying in touch and working together. It helps
in preventing delays or mistakes, arrival of products on time, make
partnership very strong and keep customer happy.
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ESCALATION AND FEEDBACK SYSTEMS

There are situations when during operations there are errors, delays and
complaints. To manage these situations and to keep and bring the work on
track, managers use escalation and feedback systems.

Escalation implies passing a problem to a person who is experienced like a
manager or SUpervisor.

Fig. 4.24: Escalation

For example, if at times a supplier is not able to deliver the goods on time or
a payment is getting delayed even after reminders the executives escalate
(Fig.4.24) the issue to the concerned manager for a solution /quick action. so,
they can take action quickly.

Feedback is an opinion or the response on the way a task, service or process
is performing. It can either be positive or negative.

Fig. 4.25: Feedback

Positive feedback indicates that the satisfaction level is high and the things
are working well while negative feedback shows dis satisfaction and few
things needs to change. Feedback (Fig. 4.25) comes from customers,
managers, suppliers and /or supervisors.
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Escalation and feedback system help to fix issues, decide the urgency, update
data, take quick actions, enter the information into ERP.

All the updates are recorded in ERP system which helps in keeping all the
departments updated coordination and planning.

PRACTICAL EXERCISES

Activity 1: Prepare and Share a Periodic Status Report with a Mock
Supervisor.

Material Required: Pen, Paper, Notes pad.

Procedure:
1. Divide the class in groups.
2. Discuss with students the report and formats.
3. Provide Mock Data to the groups for a week of a plant/warehouse.
4. Ask the students to summarize the weekly performance in a status
report format.
5. Ask the students to include key metrics (total items

received /dispatched/rejected).

6. Mock supervisor will highlight issues or delays and suggest actions.

8.

Discuss learnings in the class and handle the queries from other group
members.

Prepare report and submit it to the teacher.

Activity 2: ERP-Based Communication with Transport and Suppliers

Material Required: Pen, Paper, Script.

Procedure:

1.
2.

Divide the class in groups

Assign following roles to the students;

a) Warehouse Executive

b) Supplier Representative

c) Transport Coordinator

Provide a Scenario to the groups:

a) The ERP report shows raw material for production is running low.
b) 50 units of material were expected, but only 30 arrived.

c) A delivery to a customer is scheduled but cannot be dispatched on
time due to this shortage.

171



4. Ask the groups to perform the play.

5.

Discuss learnings in the class.

Activity 3: Practice writing a summary report on plant warehouse
performance.

Material Required: Pen, Pencil, Notes pad, Mock ERP performance data.

Procedure:

1.
2.

5.

Divide the class in groups.

Discuss in the class the summary report on plant warehouse
performance.

. Provide Mock ERP Performance Data:

. Ask students to write a short summary report including:

a) Performance overview (dispatch %, rejection %).
b) Any operational issues (line stops, complaints).
c) Insights from the data.

d) Suggestions for improvement

Submit it to the teacher for verification.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

5.

Sharing information with stakeholders includes updates on
orders and payments.

. Inter-departmental coordination helps in saving and efforts.

are used to show real-time data in graphical form for better
analysis.

. Escalation means passing a problem to a more person for
action.
Positive feedback indicates a high level of from stakeholders.

B. Multiple Choice Questions

1.

2.

Who are the people that receive the right information at the right time
in an organization?

a) Consumers

b) Stakeholders

c) Competitors

d) Advertisers

Internal stakeholders include:
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a) Customers
b) Suppliers
c) Managers
d) Transporters

. ERP reports for external stakeholders usually contain:

a) Salary details

b) Inventory audit

c) Orders, deliveries, and payments
d) Recruitment updates

. Which channel of communication allows sharing messages and updates

with multiple people and keeps written records?
a) Phone call

b) Email

c) Face-to-face conversation

d) Posters

. Dashboards are useful in:

a) Sending feedback to customers
b) Displaying real-time data

c) Writing emails

d) Tracking salaries

C. State Whether the following Statements are True or False

1.

3.
4.
5.

External stakeholders only need access to employee attendance
records.

. Dashboards in ERP systems help visualize business performance in

real-time.
Escalation helps in delaying issue resolution for further investigation.
Feedback can be both positive and negative.

ERP reports play no role in inter-departmental communication.

D. Match the Columns

S.No. Column A S.No. Column B

1 ERP Reports A Formal communication channel

2 Email B Show real-time data with
graphs/charts

3 Dashboards C Reporting issues to higher authority

4 Escalation D Help to assess performance

5 Feedback E Help in decision making and
updates
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E. Short Answer Questions

1.

a k> LN

Who are stakeholders in an organization?

What does ERP help managers to monitor?

What is the main purpose of escalation in the workplace?
Name any two communication channels used in organizations.

What does feedback indicate in a work process?

F. Long Answer Questions

1.

Explain the role of ERP reports in communication with both internal
and external stakeholders.

. What is inter-departmental coordination, and how does ERP support it?

. Describe three main communication channels used in workplaces and

their importance.

. How do companies liaise with suppliers and logistics partners, and why

is this important?

. What is the purpose of escalation and feedback systems in an

organization? Explain with examples.

G. Check Your Performance

1.

2.

Organise a Role Play in which one student plays the role of Supply chain
executive. Another plays the supervisor. Supply chain Executive
presents the report on performance of the warehouse and answers
supervisor’s queries.

Create a bar chart or pie chart from a mock report showing rejections.
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SESSION 4: DECISION MAKING THROUGH ERP REPORTING

It is a process in which data driven and structured reports are help in
business choices, planning and solution of problems. Reports act as a bridge
between the collected data and the business goals.

With accurate ERP reports decision makers can make decisions based on the
factual evidence which minimize the risks. it helps in areas like resource
allocation, market expansion and budgeting.

USE OF REPORTS IN MANAGEMENT AND DECISION-MAKING

Reports are tools to analyses performance, track progress and make informed
decisions. Based on the data collected they provide an organized and
structured information which helps managers in evaluation of effectiveness of
present strategies and plan for future actions.

Reports provide status of the current performance by collecting, analyzing and
interpreting data from departments like sales, finance, operations, customer
service and inventory which helps the decision makers to identify the issues
or the inefficiency.

For example, if performance report reveals decline in profits from a particular
region. After analysis and investigation, the weak areas or lacuna can be
identified and profits and revenue can be revived.

Periodic reports are the reports generated at regular intervals (daily/
weekly /monthly/quarterly/ annually).

Report Type Purpose

Respond to wurgent issues and monitor

Daily Reports operational performance

Identify immediate problems and review short

Weekly Reports term progress

Quarterly Reports Evaluate financial health and strategic goals

Summarize the annual performance for

EIREEN RO stakeholders and the Planning.
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Fig. 4.26: Importance of Reporting

Reports (Fig.4.26) are the tools that carry insightful analysis and the precise
data which empowers management to make informed and clear decisions
based on evidence. They help in performance tracking and monitoring by key
performance indicators or KPIs. Through reports management assess the
performance of departments and individual employees. Thus, enable trend
analysis so that any recurring non-performance can be identified beforehand
and corrective actions can be taken. That are most effective in promoting
accountability and regulatory compliance

KEY PERFORMANCE INDICATORS (KPIS) IN WAREHOUSE OPERATIONS

Key Performance Indicators or KPIs in warehouse operations are the
quantifiable values that helps to assess the productivity, efficiency and
accuracy of daily activities of a warehouse. They are the tools for evaluation
of warehouse performance which support in the decision making.

Managers are able to pin point weaknesses, foster strength and finally
implement improvement plans to enhance performance.
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Warehouse KPIs ranked by their impact on customer satisfaction

Inventory On-time
Accuracy Order Cycle Shipment
Minimizes Time Builds trust,
Optimizes space, discrepancies, Shortens time from maintains service

Internal Focus reduces costs avoids stock issues order to shipment quality External Focus

£ B 2 2 G

Labour Return Rate Order
Efficiency Identifies order, Accuracy
packaging, defect

problems

Ensures employee
well-being and

! Measures worker Reduces errors,
compliance

output, staffing increases
needs satisfaction

Fig. 4.27: KPI (Key Performance Indicators) In Warehouse Operations

Major KPIs (Fig. 4.27) in warehouse operations are;

1.

Order Accuracy: It measures the overall accuracy in shipment of
customer orders which results in reduction of reprocessing and cost of
returns as well as increase in customer satisfaction.

. Inventory Accuracy: It tracks the actual and recorded inventory in the

warehouse management system which helps in minimizing
discrepancies and avoid situations like over stocking, stock outs,
delays.

Order Cycle Time: It reflects the time taken in the duration of receiving
an order to final shipment. A shorter cycle time indicate well-organized
picking, packing and shipping processes.

. Labour Efficiency: It measured by the number of items or orders

picked per hour. It is used to measure the efficiency of the labour which
helps in evaluation of staffing/man power planning.

. Storage Utilization: It shows the effective utilization of the warehouse

space which results in cost reduction and optimization of layouts.

Ontime Shipment Rate: [t tracks the percentage of the shipments with
the delivery date in the contract. It is critical for building and
maintaining customer trust and the service quality.

. Return Rate: It is the rate at which returns come back to warehouse.

It is used to identify problems in the accuracy of the orders, quality of
packaging, defects, damaged products.

. Safety: It measures accidents per year and an indication of protocols

and compliances related to safety followed.
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With the help of these KPIs warehouse managers enhance the operational
efficiency, reduce costs improve service quality and customer satisfaction. It
highlights the areas which need attention.

ALIGNING ERP REPORTING WITH BUSINESS GOALS

It is essential to maximize the value of ERP system which provides timely,
relevant and actionable information to the decision makers. Aligning ERP
reporting with business goals integrates the core business functions such as
sales, finance, procurement, inventory and human resources at a common
platform which supports the organization’s strategic objectives.

ERP Reporting Customization

!( Ej! Compoany Objectives

Achieving strategic goals through
informed decisions

ggg Stakeholder Needs

Tailoring reports to specific roles

Report Customization

Adapting reports for relevance

Fig. 4.28: Aligning Customized ERP Reports to Business Goals

Aligning ERP reports (Fig. 4.28) start with the basic understanding of key
business goals like improving customer satisfaction, increasing profitability,
enhancing productivity, expanding market share and reducing operational
costs.

Once the goal clarity is there, ERP reports are configured to focus on KPIs or
Key Performance Indicators which directly reflect the progress toward these
Business goals.

For example, if goal is to reduce overall costs the ERP reports focus on
inventory turnover, production waste and/or procurement efficiency.

Real time data and automation in ERP reporting help in updated insights
which reduces time spent on manual reporting and enable a faster decision-
making process. Businesses gain better visibility, use informed decisions by
tailoring ERP reports to their long- and short-term goals.
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PRACTICAL EXERCISES

Activity 1: Identify key metrics for warehouse performance.

Material Required: Notebook, Paper, Pen/Pencil, Eraser.

Procedure:

1.
2.
3.

5.
6.

Divide the class in small groups.

Discuss the concept of KPI in the class.

Each group receives a warehouse situation such as:
a) Order accuracy: 92%

b) Inventory accuracy: 85%

c) Labour efficiency: 60 items/hour

d) Return rate: 8%

e) On-time shipment rate: 70%

. Ask groups to:

a) Identify which KPIs are underperforming.
b) Describe why these metrics matter.

c) Suggest one improvement per weak KPI.
Ask questions /doubts.

Discuss learnings in the class.

Activity 2: Develop and Present a Summary Report to Management.

Material Required: Notebook, Paper, Pen/Pencil, Eraser and sample data.

Procedure:

1.
2.

3.

Divide the class in groups.

Provide each group with a sample data used in warehouse operations
across finance, sales and inventory

Ask the groups to:
a) Extract key findings from the data.
b) Identify one strength, one weakness, and one opportunity.
c) Write a one-page summary report including:
i. Executive Summary
ii.  Key Insights

iii. Recommendation
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4.
5.

Ask each group to prepare a based on the report.

At the end discuss learnings in the class.

Activity 3: Analyze ERP Data to Make Improvement Recommendations ERP.

Material Required: Notebook, Paper, Pen/Pencil, Eraser and sample ERP
data from internet.

Procedure:

1.
2.

Divide the class in groups.

Distribute ERP data sets showing trends in key areas (e.g., rising return
rate, slow order cycle times, decreasing profits).

. Ask the groups to:

a) Find the trends in the ERP data.
b) List out the findings

c) Write recommendations based on analysis.

. Present your findings in the class.

5. After the activities, hold a discussion on the learnings in the class.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

Reports act as a bridge between the collected and the
business goals.

reports are generated at regular intervals like daily, weekly,
or monthly.

. Key Performance Indicators in warehouses help assess ,

efficiency, and accuracy.

. Aligning ERP reporting with business goals ensures support for the

organization's objectives.

. A higher return rate in warehouse operations may indicate issues like

packaging defects or inaccurate

B. Multiple Choice Questions

1.

2.

What is the primary purpose of reports in management?
a) Increase competition

b) Track sales only

c) Analyse performance and support decision-making
d) Replace human judgment

What do ERP reports help reduce in business decisions?
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a) Profits
b) Risks
c) Employees
d) Inventory

. Which of the following is a daily report used for?

a) Summarizing yearly data

b) Planning marketing campaigns
c) Responding to urgent issues

d) Evaluating annual performance

. Which department's data is not typically included in business reports?

a) Sales

b) Finance

c) Operations
d) Tourism

What does a high order accuracy rate indicate in warehouse operations?
a) Increase in returns

b) Customer dissatisfaction

c) Efficient shipment processes

d) Low inventory

. What is order cycle time?

a) Time taken to manufacture a product

b) Duration from receiving order to shipment
c¢) Number of items stored

d) Return processing time

. State Whether the following Statements are True or False

1.

@ & LN

Reports provide disorganized data that confuse decision-makers.
ERP reports aligned with business goals enhance strategic visibility.
Inventory accuracy in KPIs refers to tracking employees' attendance.
Safety as a KPI helps evaluate compliance with safety protocols.

Reports are useful only for financial departments.
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D. Match the Columns

S. No. Column A S. No. Column B

1 Daily Report A Measures shipment delivery as per
commitment

2 Return rate B Tracks issues like damaged goods
or defects

3 Online shipment C Monitors operational performance

rate daily
4 Labour efficiency D Items or orders picked per hour
S Annual report E Summary of yearly performance

E. Short Answer Questions

1.

s> 0N

® N o o

9.

What is the main purpose of generating periodic reports?
Define ERP reports. How do they help decision-makers?
What is the function of KPIs in warehouse operations?

List any four departments from which data is collected for performance
reports.

What is meant by ‘Order Accuracy’ as a KPI in warehouse operations?
Give two benefits of using ERP reports in decision-making.
How does ‘Labour Efficiency’ as a KPI help warehouse managers?

Mention any two goals that can be achieved by aligning ERP reporting
with business strategy.

What does ‘Storage Utilization’ indicate in warehouse KPIs?

F. Long Answer Questions

1.

Explain how reports support management in decision-making and
planning. Give suitable examples.

. Describe the role and importance of ERP reporting in business decision-

making. How does it help in minimizing risks?

. What are Key Performance Indicators (KPIs) in warehouse operations?

Explain any five KPIs with their significance.

. Discuss the different types of reports (daily, weekly, quarterly, annual)

and their purposes in management decisions.

. How do reports act as a bridge between collected data and business

goals? Explain the process with reference to ERP reporting.

G. Check Your Performance

1.
2.

Design A poster/chart titled “Warehouse KPIs”.

Create a PowerPoint slide on ERP reports in management.

182



MODULE 5: VENDOR DEVELOPMENT

In any business, companies need to buy raw materials, tools, or services from
outside suppliers called vendors. However, not all vendors are ready to meet
a company’s needs immediately. This is where vendor development becomes
important. Vendor development means identifying new vendors and helping
them grow to match the company’s quality, cost, and delivery expectations. It
involves guiding vendors so they can become reliable supply chain partners.
A good vendor development process leads to better products, lower costs,
fewer delays, and stronger long-term supplier relationships.

Developing vendors has many benefits. It improves the quality of goods and
services, reduces costs, and ensures timely deliveries. It also helps build trust
and long-term relationships with suppliers. Companies can reduce their
dependency on a few vendors and lower the risk of delays or shortages. At the
same time, vendors also benefit by getting regular business, learning better
practices, and improving their competitiveness in the market.

The process of vendor development includes several key steps such as
identifying requirements, selecting potential vendors, evaluating their
technical and financial strength, placing trial orders, giving performance
feedback, and forming long-term partnerships. It also involves setting clear
standards and expectations through documents like Request for Proposals
(RFPs), contracts, and work orders. Overall, vendor development plays a
crucial role in improving the supply chain. A well-developed vendor can
become a valuable partner in helping the company achieve its business goals.
For a supply chain executive, understanding and managing vendor
development is a key skill that ensures smooth and successful business
operations.

This module includes four sessions. The first session is purchase documents
and prepare request for proposal (RFP), second session is vendor proposals
and selection process, third session is negotiation, contract drafting, and work
order creation and fourth session is about ERP system maintain and update
vendor information.
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SESSION 1: PURCHASE DOCUMENTS AND PREPARE
REQUEST FOR PROPOSAL

A vendor is a person or a company that sells goods or services to another
person or company. In the supply chain, vendors are the people or businesses
who supply raw materials, products, or services to other businesses, needed
for production or resale (Fig. 5.1). Example, if a company makes school bags,
it needs zippers, cloth, and threads. The companies that supply these items
are called vendors similarly.

Provides Supplies
goods or to other
services companies

Vendor

Seller of Product
raw or service
materials provider

Fig. 5.1: Vendor
Types of Vendors

In a business, different types of vendors are needed depending on what the
company makes or sells. Vendors are suppliers who provide goods or services.
Here are the main types of vendors:

1. Raw Material Vendors: These vendors supply the basic materials that
are used to create products from scratch. For example, if a company
makes furniture, raw material vendors may supply wood, nails, glue,
and fabric. In a steel factory, raw materials like iron ore or coal are
needed. These materials go through manufacturing processes to
become finished products.

2. Component Vendors: Component vendors supply parts or components
that are assembled into final products. For example, a company making
fans will need motors, blades, screws, and switches from different
vendors. These are not raw materials, but pre-made parts that fit into
a larger product.
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3. Service Vendors: These vendors do not supply goods but provide

services that support the business. Services could include
transportation, security, cleaning, equipment repair, IT support, or
maintenance. These vendors help keep the business running smoothly.

. Finished Goods Vendors: These vendors supply ready-made products

that a company buys to resell. For example, a retail shop that sells
clothes buys them from a finished goods vendor. The vendor supplies
fully packaged items ready for sale to customers. No further
manufacturing is needed.

Vendor development means finding, selecting, and improving vendors so they
can supply better quality goods or services at the right time and price. It
includes identifying new vendors and Checking their quality and reliability.

It is a process in which a company works closely with its vendors to:

Improve the quality of products
Reduce the cost of materials
Ensure on-time delivery

Build long-term relationships

Importance of Vendor Development

Ensures a steady supply of materials.
Improves the quality of products.

Helps in reducing costs.

Builds long-term relationships with suppliers.

Reduces risk of delays and shortages.

Steps in Vendor Development

Vendor development is the process of finding the right suppliers and helping
them grow to meet the company's needs. A company cannot rely on just any
vendor it needs vendors who are trustworthy, timely, and offer good quality at
the right price (Fig. 5.2). Here are the main steps involved in vendor
development:

1. Identifying Vendors: The first step is to search for potential suppliers.

This can be done through online platforms, trade fairs,
recommendations, advertisements, or business directories. The aim is
to find vendors who can supply the required materials or services.

. Evaluation: Once some vendors are identified, the next step is to check

their capability. The company looks at things like the vendor’s
production capacity, quality of goods, delivery timelines, past
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performance, and financial stability. This helps in shortlisting the best
ones.

. Trial Order: Before giving a big order, the company may give a small
trial order. This is done to test the vendor’s quality, delivery speed, and
customer service. It helps the company understand how well the vendor
performs in real conditions.

. Feedback and Improvement: After the trial, the company gives
feedback to the vendor. If there are any problems, the vendor is guided
to make improvements. This step is important to ensure the vendor
meets the company’s expectations.

. Long-term Partnership: Once the vendor proves to be reliable and
meets all requirements, the company builds a long-term relationship.
This includes regular orders, better deals, and mutual trust. Strong
vendor relationships help improve product quality, reduce costs, and
avoid delays.

Identify
vendors

Evaluate Vendor Select
vendors Development vendors

Train
vendors

Fig. 5.2: Vendor Development

Example: If a vendor cannot supply products on time, the company may train
them to improve their delivery process. If a school bag company helps a zipper
supplier to use better machines, they both benefits, the supplier makes better
zippers, and the bag company gets better quality zippers.

COORDINATION WITH PRODUCTION AND PRODUCT TEAMS

In a supply chain, coordination means working together smoothly with
different teams. As a Supply Chain Executive, it is important to coordinate
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with the production team (who make the product) and the product team (who
design and plan the product). Good coordination helps in making sure that
the right product is made at the right time and delivered to the customer
without delay (Fig. 5.3).

Importance Coordination

1. To Meet Customer Demand: It helps to make sure the products are
made according to what the market needs.

2. To Avoid Delays: When all teams are in sync, products are made and
delivered on time.

3. To Reduce Waste: Proper planning avoids over-production or shortage
of materials.

4. To Improve Quality: Communication between teams helps fix any
issues quickly, maintaining product quality.

Ways Supply Chain Executive coordinate

1. Sharing Information: The Supply Chain Executive shares important
details like customer orders and stock availability with the production
team. This helps the production team know what to make and how
much to make, so that products are ready on time.

2. Planning Together: They work with the product or marketing team
when there is a new product launch or any changes in products. This
joint planning helps ensure that the right materials are available and
that the supply process runs smoothly.

3. Solving Problems: If something goes wrong, like a delay in raw
materials or a machine breakdown, the Supply Chain Executive steps
in to find a quick solution. They coordinate with different departments
to minimize delays and keep the work going.

4. Regular Meetings: They attend regular meetings with other teams like
sales, production, and warehouse. In these meetings, they share
updates about stock, deliveries, and customer needs, and also listen to
others to understand what is needed.

Example: Imagine a mobile phone company. The product team decides to
launch a new model. The production team has to make it. The supply chain
executive makes sure all parts arrive on time and helps plan how many units
are needed. If one part is missing, they quickly inform the team and find a
solution. This teamwork ensures the phone launches on time.
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COORDINATION WITH
PRODUCTION AND PRODUCT TEAMs

CH 11¥ve

Fig. 5.3: Vendor Coordination with Other Team
Steps to Identify Vendor Requirements

Identifying vendor requirements involves a systematic assessment of the
organization’s needs and aligning them with suitable supplier capabilities.
The process begins with clearly defining specifications such as quality
standards, quantity, delivery timelines, and budget constraints. This is
followed by analyzing internal requirements in consultation with relevant
departments like procurement, production, and quality control. Next, market
research is conducted to identify potential vendors, evaluate their credentials,
and compare their offerings against the defined criteria. Organizations may
then issue requests for quotations (RFQs) or proposals (RFPs) to gather
detailed information. Finally, vendor requirements are refined based on
compliance, reliability, cost-effectiveness, and service support, ensuring the
selection of vendors who can consistently meet organizational expectations.

Here are some simple steps to identify vendor requirements (Fig.5.4):

1. Understand Business Needs: Supply chain executive need to know
what products or services company needs and talk to the production or
product teams to understand their specific needs. Example: If your
company needs packaging materials, you must know the type, size, and
quantity required.

2. Check Quality Standards: Supply chain executive list the quality
expectations (e.g., product strength, freshness, expiry date, etc.) and
make sure the vendor can meet these standards. Example, a vendor
supplying food items must follow hygiene and safety rules.
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3.

Set Budget and Cost Expectations: Supply chain executive should
know how much company can spend and look for vendors who offer
quality at a reasonable price. It is advisable to not to choose only the
cheapest vendor. Quality and reliability matter too.

Decide on Delivery Requirements: Supply chain executive should
know how often supplies needed and how fast should be delivered also
vendors must be able to supply on time. Example, If your factory needs
raw materials every week, the vendor must follow that schedule.

Know Legal and Compliance Needs: The vendors should follow legal
rules like licenses, GST, and safety laws and check if they are certified
or have good reviews.

. Decide Location and Logistics Preferences: Supply chain executive

prefer vendors who are closer for quicker delivery and lower transport
cost, but if a far-off vendor offers better quality, compare both options.

4

Decide on Delivery Requirements

Define project deliverables and timelines

p 3 5

Gather Feedback Check Quality Set Budget and Know Legal and
from Other Standards Cost Expectations Compliance

Departments

Needs

Ensure project meets Establish financial

Collect input from quality benchmarks parameters for the Address legal and
relevant stakeholders PO regulatory aspects

7

6

Check Technical and Service Support Decide Location and Logistics Preferences

Evaluate necessary technical resources Determine project site and transportation

7.

Fig. 5.4: Steps to Identify Vendor Requirement

Check Technical and Service Support: If the product needs after-
sales service or technical help, the vendor should provide it. Helpful and
responsive vendors are better to work with.

. Gather Feedback from Other Departments: Ask store, finance, or

production teams if they've worked with a vendor before. This helps
avoid issues later.
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Vendors Specifications

Vendor specifications refer to the detailed criteria and standards that a
supplier must meet to provide goods or services to an organization. These
specifications typically include quality requirements, technical parameters,
pricing terms, delivery schedules, packaging standards, and compliance with
legal or regulatory norms. Clearly defined vendor specifications help ensure
consistency in procurement, reduce risks of defects or delays, and enable fair
comparison among different suppliers. They also support effective
communication between the organization and vendors, ensuring that
expectations are clearly understood and met. Ultimately, well-established
vendor specifications contribute to better supplier performance, improved
product quality, and efficient supply chain management.

1. Lead Time: Lead time is the total time taken from placing an order with
a vendor to receiving the goods. Knowing the lead time helps in planning
and avoiding delays in work. If a company needs materials, they must
plan ahead. If the lead time is 7 days, they can't wait till the last moment
to order. Example, if you order printer paper today and it reaches your
office after 5 days, then the lead time is S days.

2. Safety Stock: Safety stock is the extra stock kept aside to avoid
shortages in case of emergencies or delays in delivery. It ensures
smooth work even when actual stock is delayed or demand suddenly
increases. Example, if your office usually uses 100 pens a week, and
you keep 20 extra pens just in case, that’s your safety stock.

3. Budget: Budget is the total amount of money set aside to buy goods or
services or this is the expected cost the company is ready to spend on
buying materials or products. Helps control expenses, avoid
overspending and choose affordable vendors. Example, if the company
decides to spend 350,000 on stationery for the month, then 350,000 is
the budget.

4. Technical Needs/Specification: Technical needs refer to the special
features or specifications or specific product requirements like size,
shape, material, colour, quality, features, functions or technology that
the product must meet/have. Choosing the right product that matches
the technical needs ensures the product works well and avoids
problems later. Example, if the company needs a printer that prints 20
pages per minute and supports Wi-Fi, these are technical needs and If
a company needs screws, the technical specifications will say how long,
thick, and strong they should be.
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Elements of a Purchase Specification Document

A Purchase Specification Document gives detailed information about the
goods or materials a company wants to buy. This document helps vendors
understand exactly what is required. It ensures the right quality, quantity,
and price are met. Below is the key element (Fig 5.5):

1.

10.

Product Name and Description: The name of the item and a brief
description. Example: “Stainless steel bolts, 2 inches, rust-proof.”

. Technical Specifications: Specific details about the product’s features

such as size, weight, material, design, etc. Example: “Grade 304
stainless steel, 10mm diameter.”

. Quantity Required: The number of units or amount needed. Example:

“500 units per month.”

. Quality Standards: The minimum quality level or certification required.

Example: “ISO 9001 certified, BIS standard compliance.”

. Packaging Requirements: Instructions on how the product should be

packed to ensure safe delivery. Example: “Individually boxed,
waterproof wrapping.”

. Delivery Schedule / Lead Time: The time within which the product

must be delivered after placing the order. Example: “Within 10 days of
order confirmation.”

. Budget or Price Estimate: Expected or acceptable cost range for the

purchase. Example: “Not to exceed X100 per unit.”

. Inspection and Testing Instructions: Any required testing or quality

checks before accepting the product. Example: “Material test certificate
must be provided.”

. Safety and Compliance Norms: Rules related to safety, environment,

and legal standards. Example: “Must follow environmental packaging
rules.”

Contact Information: Details of the person or team handling the
purchase. Example: “Procurement Officer — Dr. Deeksha Chaurasia,
Phone: 98765XXXXX”
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Fig. 5.5: Elements of Purchase specification Document

Sources of Vendor Identification: Refer to the different ways or places
through which a business can find and select potential vendors (suppliers). It
is an important step in vendor development and helps in choosing the right
suppliers for products or services. Followings are some common sources of
vendor identification:

1.

Trade Fairs and Exhibitions: Trade fairs are events where many
companies showcase their products. Businesses can visit these fairs to
meet new vendors, compare products, and collect contact information.
Example: A supply chain executive attends an electronics expo to find
suppliers of packaging machines.

. Online Portals and Marketplaces: Websites like India MART, Alibaba,

or Amazon Business allow companies to search for vendors by product
category, location, and rating. Example: A company looks for a raw
material supplier on India MART.

. Industry Directories: Printed or digital lists that contain names,

addresses, and contact details of vendors for specific industries.
Example: A food company uses an industry directory to find suppliers
of food-safe packaging.

References and Recommendations: Vendors can also be found
through recommendations from friends, business partners, or other
companies. Example: A business takes a recommendation from another
manufacturer about a reliable courier service provider.

. Advertisements and Publications: Magazines, newspapers, and

industry newsletters often contain vendor advertisements that
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businesses can follow up on. Example: A company sees an ad for eco-
friendly packaging material in a business magazine.

6. Previous Supplier Records: Old records and past experience can help
in identifying trusted vendors for repeat purchases. Example: A
company checks their old files to find a previous vendor for office
supplies.

7. Government and Industry Associations: Many industry associations
and government websites provide lists of certified or approved vendors.
Example: A company uses a government website to find MSME vendors
for tax benefits.

Supplier Evaluation

When a company wants to buy materials or services, it must choose the right
supplier. To do that, they evaluate (check) the supplier based on some basic
factors such as Product, Capacity and Quantity. A good supplier should have
the right product, enough capacity, and good quality, therefore, supply chain
executive must always check these before placing an order. All three
important factors are described below:

1. Product: Means checking what the supplier is offering.
e Is the product suitable for our needs?
o Is it the right size, type, or material?
e Is it a branded or local product?

Example: If a company needs cardboard boxes, they will check if the
supplier makes boxes of the right size and strength.

2. Capacity: Means checking whether the supplier can supply the required
quantity and on time.

e Can the supplier meet large or urgent orders?
e Do they have enough staff and machinery?
e Can they handle regular or seasonal demands?

Example: If the business needs 5,000 bags every month, the supplier
should be able to make and deliver that much regularly.

3. Quality: Means how good and reliable the product is.
e Are the materials durable and long-lasting?
e Are there fewer complaints or defects?
e Do they follow quality standards like ISO?
Example: If a supplier sends pens that stop writing quickly, then their

quality is poor.
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Importance of Supplier Evaluation

It helps the company avoid losses.
It ensures timely delivery of good products.

It builds trust and a long-term relationship with suppliers.

Purpose and Structure of RFP (Request for Proposal)

1.

Request for Proposal (RFP): It is a formal document used by a company
when it wants to buy goods or services from suppliers. The company
sends the RFP to several suppliers and asks them to send their best
offers (proposals) (Fig.5.6).

. Purpose of an RFP: The main purpose of an RFP is to find the best

supplier for a product or service, compare offers from different vendors
based on price, quality, and service also explain clearly what the
company needs and avoid confusion between buyer and supplier.
Example, if a company needs 100 office chairs, it sends an RFP to
different furniture vendors. Each vendor replies with a proposal
showing their price, design, delivery time, etc.

Structure of an RFP

An RFP has several important parts. These help the supplier understand what
the company wants.

1.

Introduction: Brief information about the company and the purpose of
the RFP.

. Requirements: What product or service is needed also quantity, size,

color, features, etc. of the product.

TimeLine: When the supplier must send the proposal and when the
company needs delivery.

. Budget (optional):If the company has a fixed price range, it should be

mentioned.

. Evaluation Criteria: How the company will choose the best proposal,

for example, based on price, quality, warranty, or delivery time.

. Terms and Conditions: Rules to be followed and payment method,

penalties, return policy, etc.

. Contact Information: Who to contact in case of questions.
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Purpose and Structure of RFP

< N
Purpose - Find the best supplier for
a product or service

e Compare offers from
different vendors

e Avoid confusion between
buyer and supplier

[ Structure j
[

—{  Introduction ]
—{ Requirements |
—( Timeline )
—[ Budget (optional) )
- Evaluation Criteria |

‘[Terms and Conditionsj

%Contact Information)

Fig. 5.6: Purpose and Structure of RFP

List the necessary steps and permissions required before finally releasing RFP

Following are the necessary steps and permissions required before releasing
a Request for Proposal (RFP). These steps ensure the process is fair, clear,
and well-documented before inviting vendors to submit their proposals.

Steps Before Releasing an RFP:

1. Identify the Requirement: Clearly define what product or service is
needed and why.

2. Get Internal Approval: Take permission from relevant departments
(like Finance, Production, etc.) to understand their needs, get inputs
and move forward.

3. Prepare Technical Specifications: Write down detailed requirements
— size, features, quality, etc.
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10.

Estimate the Budget: Calculate how much money can be spent on the
purchase. This is usually checked and approved by the finance
department.

. List Potential Vendors: Find suitable vendors from online sources,

trade fairs, directories, etc.

. Supplier Evaluation: Check if the vendor is capable (quality, capacity,

experience, etc.).

. Draft the RFP Document: Prepare a clear RFP document including

timelines, scope, format, etc.

. Legal and Management Review: Get the RFP checked and approved

by the legal team and higher management.

. Final Approval: Obtain final permission to release the RFP from the

purchase head or authorized person.

Release the RFP: Send the RFP to selected vendors through email,
website, or portal.

Necessary Steps and Permissions Before Releasing an RFP

The process necessary steps and permission before releasing an RFP are helps
to ensure that the company selects the right vendor in a transparent, fair, and
efficient manner (Fig. 5.7).

1. Plan the Timelines: Decide when the vendor should deliver the
goods/services, and when the proposals should be received.

2. Identify Possible Vendors: Make a list of possible vendors using sources
like:

a) Online search

b) Trade fairs

c) Supplier directories

d) Referrals

3. Evaluate Vendor Capabilities: Check if vendors can handle the work by
looking at:

a) Past experience

b) Quality

c) Capacity

4. Create the RFP Document: Draft the RFP with all key points like scope,
requirements, submission date, selection process, etc.
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5. Take Approvals from Management: Share the draft with senior staff or
the procurement head to get final approval.

6. Legal Review (if required): Some companies ask the legal team to check
the RFP to avoid any legal issues.

7. Release the RFP: After all permissions are received, the RFP is officially
shared with selected vendors.
Necessary Steps and Permissions
Needed Before Releasing an RFP

e BN

Steps

& J

—[ Permissions j
—[ Identify Needs]

Engage
Stakeholders

—{  DraftRFP |
@ ~

Evaluation
L Criteria )

N

Terms and
Conditions )

N\

Contact
Information

Fig. 5.7: Steps for relesing RFP
Pre-bid Meetings and Clarifications

Once the RFP (Request for Proposal) is sent to vendors, the company often
arranges a pre-bid meeting to help vendors understand the requirements
clearly.

Pre-bid Meeting: It is a formal meeting between the company (buyer) and
potential vendors (suppliers) to:

o Explain the details of the RFP

e Answer vendor questions
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e Clear up doubts about the product, service, or terms

This meeting can be attended by Company’s procurement team, Technical or
production team (if needed) and All interested vendors. This process ensures
that every vendor gets a fair and equal chance to participate in the bidding,
and the company gets proposals that truly match its needs.

Purpose of Pre-bid Meeting
e To ensure all vendors have the same understanding of the requirement
e To avoid confusion or mistakes in vendor proposals
« To improve the quality and fairness of the bidding process

During the Meeting

A pre-bid meeting is conducted after the company sends out the Request for
Proposal (RFP) to potential vendors. This meeting ensures that all vendors
clearly understand the project requirements and are given equal and fair
information. It also helps reduce confusion and misunderstandings during
the bidding process. The main activities during the meeting are as follows:

1. Company Presentation: The meeting usually begins with a
presentation by the company. In this presentation, company
representatives explain the contents of the RFP in detail. This includes
technical specifications of the product or service required, scope of work
and project expectations, delivery timelines and deadlines, also terms
and conditions for participating and other important rules or evaluation
criteria. This helps ensure all vendors are on the same page and fully
understand the company's needs.

2. Vendor Questions: After the presentation, vendors are invited to ask
questions. These may be related to unclear terms in the RFP, technical
details, submission formats, deadlines, or contract clauses. This is an
open discussion where all vendors have a chance to clarify their doubts.

3. Clarifications Given: The company listens to the questions and
provides clear and official answers. These answers are given openly to
all vendors at the same time to ensure transparency and fairness. No
single vendor is given an unfair advantage.

4. Minutes of Meeting (MoM): At the end of the meeting, the company
prepares a Minutes of Meeting (MoM) document. This includes a
summary of the discussion, all questions asked by vendors and
Clarifications and answers provided by the company. This document is
shared with all participating vendors so everyone has the same
information.
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Importance of Pre-bid Meetings
e It helps vendors make better proposals
e Reduces the chances of errors or delays later

e Builds trust and transparency between company and vendors

PRACTICAL EXERCISES
Activity 1: Vendor Type Role Play.

Material Required: Paper slips with vendor types (Raw Material, Component,
Service, Finished Goods), Chart paper, Markers.

Procedure:
1. Divide the class into 4 groups.
2. Give each group a vendor type.

3. Ask each group to prepare a 2-minute skit showing how their vendor
type supports a business.

4. Let each group present.
5. Discuss how each vendor type is important in the supply chain.
Sample Skit Script
Script Title: the large quantity order
Characters:
e Manager (M) — Person in charge of placing the order
 Raw Material Vendor (R) — Supplies base materials like cloth
e Component Vendor (C) — Supplies parts like buttons, zippers
e Service Vendor (S) — Offers packaging and delivery services
e Finished Goods Vendor (F) — Supplies ready-made products
Script

M: (Looking stressed) We've received a big order for 1,000 school uniforms!
We need help from all types of vendors to get it done on time.

R: (Confidently) Don’t worry! I can supply the cloth and thread you need
for stitching the uniforms. I have high-quality cotton ready to go.

M: Great! That’s the base we need. But we also need zippers, buttons, and
elastic bands.

C: (Steps in) That’s where I come in. As the component vendor, I'll supply
all the parts needed to complete the uniforms—buttons, zippers, tags, and
more.
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M: Excellent! Now we need someone to handle packing and delivery.

S: (Raises hand) That’s me! I'll take care of ironing, packing, and delivering
the uniforms to the school. My team ensures everything is on time.

M: Wonderful teamwork! Finally, for any urgent needs, we may also buy
readymade uniforms.

F: (Smiles) I'm the finished goods vendor. I keep a stock of ready-made
uniforms. You can always count on me if time is short.

M: Thank you, everyone! You all play a big part in the supply chain.
Without raw materials, components, services, or finished goods, we
couldn’t fulfill this order.

6.

Final thought would be every vendor is important in supply chain.

Activity 2: Create a Purchase Specification Document.

Material Required: Sample product pictures or real items (pens, files, lunch
boxes, water bottles, etc.), worksheet templates, pens/pencils.

Procedure:

1.

Begin the activity by displaying or distributing sample items to the
students and briefly explaining what a purchase specification
document is and why it is important in procurement.

. Highlight key elements such as product name, quantity, quality, price

range, and delivery requirements.

. Divide the students into pairs or small groups and assign each group

one sample product.

Provide them with a simple worksheet template that includes fields like
product name, description, quantity = required, expected
quality/specifications, budget limit, preferred supplier (optional), and
delivery timeline.

. Ask each group to carefully observe their assigned product and discuss

its features, uses, and requirements.

. Guide them to think practically—for example, durability, size, material,

color, and usability—while filling out the specification document.

Encourage them to consider real-life scenarios such as purchasing for
a school, office, or home.

. Allow sufficient time for students to complete their documents. During

this time, the teacher can move around the classroom to support and
clarify doubts.
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9. Once completed, each group presents their purchase specification

document to the class.

10. Encourage peer discussion by asking other groups to compare

specifications, identify missing details, and suggest improvements.

11. Evaluate students based on clarity, completeness, practicality, and

accuracy of the specifications.

12. Provide constructive feedback and highlight well-prepared

documents.

13. Students will be able to understand the importance of clear

specifications, develop basic documentation skills, and apply critical
thinking in procurement-related tasks.

Activity 3: Vendor Identification Game.

Material Required: Flashcards with vendor sources (e.g., Trade Fair, Online
Portal, Local Market, Supplier Directory, Government e-Marketplace,
Referrals), whiteboard /blackboard, markers/chalk.

Procedure:

1.

o g kW

Begin the activity by introducing the concept of vendor identification and
explaining why selecting the right supplier is important for quality, cost,
and timely delivery.

Briefly describe a few common vendor sources to build initial
understanding.

Prepare flashcards in advance, each containing one vendor source.
Shuffle the cards and ask students to pick one randomly.
Give them a minute or two to think about their assigned source.

Each student (or pair, if the class is large) then explains how their
selected vendor source helps in finding suppliers.

They should describe where it is used, how it works, and in what
situations it is most effective.

. Encourage them to provide simple examples (e.g., using online portals

to compare prices or visiting trade fairs to meet multiple suppliers).

. Facilitate discussion by asking follow-up questions such as cost,

reliability, accessibility, and suitability.

10. Evaluate students based on their understanding, clarity of explanation,

11.

ability to think critically, and participation.

Provide feedback and summarize the key learning points at the end.
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12. Students will be able to identify various vendor sources, understand
their practical applications, and analyze their advantages and

13.

limitations,

selection.

thereby improving decision-making skills in vendor

Ask students to match vendor sources with suitable scenarios (e.g., bulk
purchase vs. urgent requirement) or create a comparison chart as

homework.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.
2.
3.

4.
5.

A

A
product.

A

is a person or company that sells goods or services.
vendors supply services like cleaning or IT support.

specification document gives full details of the required

stock is kept to avoid shortages.

is used to invite proposals from multiple vendors

B. Multiple Choice Questions

1.

What is the purpose of a trial order?
a) To finalize a deal

b) To test vendor performance

c) To replace an old vendor

d) To reject all vendors

. Which of the following is NOT a type of vendor?

a) Component Vendor
b) Service Vendor

c) Raw Material Vendor
d) Financial Vendor

. What is the meaning of Lead Time?

a) Time to pay vendors
b) Time from order to delivery

c) Time to hire employees
d) Time taken to produce goods

a) Receipt

. Which document includes product features, quantity, and budget?

b) Quotation
c) Purchase Specification

d) Invoice

. What helps avoid overproduction and delays?
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a) Lead Time
b) Budgeting
c) Coordination
d) Advertising

C. State whether the following statements are true or false

1.

a k> b

Component vendors supply raw materials.
Vendor development helps reduce delivery delays.
RFP stands for Ready for Purchase.

Safety stock is kept to meet unexpected demand.

Supplier evaluation is done after placing the order.

D. Match the Columns

S.No. Column A S.No. Column B

1 Raw Material Vendor A Provides cleaning and transport

2 Component Vendor B Supplies fan motors and blades

3 Service Vendor C Supplies cloth and thread
Finished Goods . .

4 Vendor D Lists product features & quality
Purchase . .

5 Specification E Supplies packed shirts

a kL b=

Short Answer Questions

Define the term "vendor."

What is the purpose of keeping safety stock?

Write any two sources of vendor identification.

Name any three elements of a purchase specification document.

Why is vendor evaluation important?

Long Answer Questions

1.

Explain the steps involved in vendor development with suitable
examples.

. Describe the structure and importance of a Purchase Specification

Document.

. Discuss how coordination with the production and product teams helps

improve supply chain efficiency.

. List and explain the steps and approvals needed before releasing a

Request for Proposal (RFP).

. What are the key points to consider while identifying vendor

requirements? Explain with examples.
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G. Check Your Performance

1.

Identify the different types of vendors who provide goods or services and
classify them as per different nature as they have.

. Find out the right suppliers and helping them grow to meet the company's

needs in the vendor development process.

. Identify the vendor requirements which involves a systematic assessment

of the organization’s needs and aligning them with suitable supplier
capabilities.

. Develop the Purchase Specification Document which gives detailed

information about the goods or materials a company wants to buy.

. List the necessary steps and permissions required before finally releasing

Request for Proposal (RFP).
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SESSION 2: VENDOR PROPOSALS AND SELECTION
PROCESS

When a company wants to buy goods or services, it invites vendors (suppliers)
to submit their offers. These offers are called vendor proposals.

Vendor Proposal: A vendor proposal is a detailed document sent by a vendor
to the company in response to an RFP (Request for Proposal). In simple words
proposal is the vendor’s way of saying: “Here’s how I can meet your needs with
the best product, at the best price, in the best time.” It plays a key role in
choosing the right vendor for the job. It explains how the vendor will meet the
company's requirements and includes important details like:

What product or service they will provide?
How much it will cost
How long it will take to deliver

What quality standards will be followed

Vendor Proposal Include

Product or Service Description: What exactly the vendor is offering

1.
2.
3.
4.
5.

Price or Cost Estimate: Total cost for delivering the goods or service
Delivery Time: When the product/service will be delivered

Quality Standards: How quality will be maintained

Company Information: Vendor’s experience, team, and past work

Terms and Conditions: Payment terms, warranty, penalties, etc.

Importance of Vendor Proposals

Helps the company compare different vendors
Allows fair selection based on price, quality, and service
Ensures clear communication between buyer and seller

Helps avoid misunderstandings or disputes

Example: Imagine the school wants to buy 50 computers. They send an RFP
to 3 computer companies. Each company sends back a vendor proposal
saying:

What kind of computers they will provide?
How much it will cost

When they can deliver

What warranty they offer
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The school compares the 3 proposals and chooses the best one.
Technical Evaluation Parameters and Process

When a company receives vendor proposals, it doesn’t just choose the
cheapest option. It first checks if the vendor is technically capable of doing
the job properly. This is done through Technical Evaluation(Fig. 5.8).

Technical Evaluation: It means checking whether the vendor can meet the
company's needs in terms of quality, experience, resources, and other
technical factors, before discussing price.

It answers questions like:
e Can this vendor do the work?
o Will they meet the required standards?
e Do they have the right people and experience?
Main Technical Evaluation Parameters
1. Quality of Product/Service
a) Is the product good and reliable?
b) Does it meet company standards?
c) Has it been tested or certified?
2. Vendor’s Experience
a) How many years has the vendor been working in this field?
b) Have they handled similar projects before?
c) Do they have a good reputation?
3. Manpower and Skills
a) Does the vendor have enough skilled staff?
b) Do they have the right engineers, workers, or support team?
c) Can they handle the work load?
4. Technical Capability
a) Do they have the right tools, equipment, or technology?
b) Are their systems and processes modern and efficient?
5. Past Performance
a) Did they finish past projects on time?
b) Were previous clients satisfied?

c) Any major issues in earlier projects?
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Technical Evaluation Process (Step-by-Step)

S.No. Step What Happens

A team is formed to review

proposals

Decide what parameters to check

(quality, experience, etc.)

Go through vendor proposals

carefully

4 Score the Proposals Give marks for each parameter

Shortlist Qualified Vendors Select. vendors. who meet the
technical requirements

Pass to Commercial Once technically approved, move

Evaluation on to compare prices

1 Create an Evaluation Team

2 Set Evaluation Criteria

Review Each Proposal

Example: Imagine your school wants to hire a company to build a new
computer lab. Three vendors apply. Before choosing based on price, the school
checks:

e Does each company have experience in school projects?
e Do they have skilled electricians and engineers?
e Have they done similar work before?

Only those who pass the technical check move on to the final selection.

Technical Evaluation
Parameters and Process

Quality
Technical )
Evaluation Experience
| Manpower
Process

Create an Set Review Shortlist Pass to commercial
evaluation - evaluation - each - qualified = evaluation

team criteria proposal vendors

Pass to commercial
evaluation

Fig. 5.8: Technical Evaluation Parameters

Setting Financial Evaluation for Supplier Selection: Financial evaluation is an
important step in selecting the best supplier. It helps the company choose a
vendor who not only delivers quality products or services but also offers the
best value for money.
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Financial Evaluation: Financial evaluation means checking and comparing
the prices and cost-related terms given by different suppliers. This is done
after checking their technical qualifications.

Importance of Financial Evaluation
e To get the best price without compromising quality
e To check if the supplier fits within the company's budget
o To find out the total cost of ownership, not just the base price
e To avoid hidden charges in the future
Steps in Financial Evaluation of Suppliers

1. Open Financial Bids: After technical evaluation, only the vendors who
pass are considered for financial review. Their price bids are opened.

2. Compare Quoted Prices: Check the price for each product or service.
Make a comparison sheet.

3. Look Beyond Price: Consider other financial factors like:
a) Payment terms (advance or after delivery)
b) Discounts offered
c) Taxes and delivery charges
d) Maintenance or service costs

4. Score or Rank Suppliers: Assign scores based on cost effectiveness.
Suppliers with the best value and lowest risk are ranked higher.

5. Final Decision: Combine the results of technical and financial
evaluations to choose the final supplier.

Importance of Best and Final Offer (BAFO)

The Best and Final Offer (BAFO) means giving vendors a last chance to offer
their best deal. It helps the company make a smart and confident buying
decision. It is a key stage in the vendor selection process. It is usually
requested from shortlisted suppliers after the initial evaluation of proposals.

Importance of BAFO

1. Ensures Best Value: Vendors are asked to submit their most
competitive offer in terms of price, quality, and services. This helps the
buyer get the maximum value for money.

2. Encourages Fair Competition: All shortlisted suppliers are given an
equal chance to revise their bids and promotes transparency and
fairness in selection.
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3.

Final Clarity: BAFO includes all final terms: pricing, delivery timelines,
support services, and more. Reduces confusion and sets clear
expectations.

. Reduces Risks: By locking in final terms, the company reduces the risk

of hidden costs or changes later on. Ensures legal and commercial
clarity.

. Supports Better Decision Making: Makes it easier to compare vendors

side-by-side using the same final parameters. Helps choose the most
suitable and reliable supplier.

Scoring and Weightage Methodology

In supplier selection, scoring and weightage help companies choose the best
vendor in a fair and structured way. Each vendor is evaluated based on
different factors, and points (scores) are given for each.

Scoring means giving marks or points to a vendor for each evaluation factor.
Whereas weightage means giving more importance to some factors than
others, depending on what matters most for the purchase. Steps in Scoring
and Weightage Methodology:

1. Identify Evaluation Criteria

a)

Example: Price, Quality, Experience, Delivery Time, Support.

2. Assign Weightage to Each Criteria

a)

b)

i.
ii.
iii.
iv.

V.

Based on importance. Total must be 100%.
Example:

Price — 40%

Quality — 25%

Experience — 15%

Delivery Time — 10%

Support — 10%

3. Score Each Vendor

a)

Each vendor is rated (out of 10 or 100) for each criterion.

4. Calculate Weighted Score

a)

b)

Multiply the score by the weight for each factor.

Example:

If Vendor A scores 8 out of 10 in Quality, and Quality has 25%
weightage:

8 x25% =2.0
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5. Total the Weighted Scores
a) Add all weighted scores for each vendor.
b) The vendor with the highest total score is usually selected.

Example Table:

Criteria Weight Vendor A Vendor B
Price 40% 7 9
Quality 25% 9 7
Experience 15% 8 6
Delivery Time 10% 9 8
Support 10% 6 7
Total Score 7.7 7.85

In this case, Vendor B has the higher score and may be chosen.
Why is it Useful?

e It helps choose the best vendor in a fair and clear way.

« Makes it easy to compare different vendors equally.

e Reduces personal bias and helps make better decisions.

Communicating Proposal Outcomes: Once a company has finished evaluating
all vendor proposals, the final step is to communicate the outcomes, this
means telling each vendor whether they have been selected or not selected for
the project. Always communicate clearly, politely, and professionally, even
when rejecting someone. Good communication builds strong vendor
relationships.

Importance of proposal Outcome

e To maintain transparency

e To build trust with vendors

e To follow a professional process

o To give vendors a chance to improve in the future
Steps to Communicate Proposal Outcomes
1. Prepare the Outcome Document

a) Mention whether the vendor is selected or not selected

b) Clearly state the reasons, especially for rejection (optional but
appreciated)

2. Use Official Communication Channels
a) Email or official letter

b) Sometimes through an online portal if used for RFP process
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3. For Selected Vendors:

a) Share congratulations and next steps

b) Mention contract details, timelines, and onboarding steps
4. For Rejected Vendors:

a) Thank them for their participation

b) Offer a short explanation (optional)

c) Invite them for future opportunities
5. Internal Communication:

a) Inform related departments like Purchase, Finance, and Operations
about the decision

Sample for Communicate Proposal Outcomes (For Selected Vendor)

"We are pleased to inform you that your proposal has been selected for the
project. We appreciated your competitive pricing and technical capabilities.
Our procurement team will reach out shortly to begin contract discussions."

For Rejected Vendor:

"Thank you for submitting your proposal. After a detailed evaluation, we
regret to inform you that your company was not selected for this opportunity.
We value your interest and encourage you to apply in future projects."

PRACTICAL EXERCISES

Activity 1: Evaluate a Vendor Proposal.

Material Required: Sample Request for Proposal (RFP), 2-3 sample vendor
proposals (printed), evaluation worksheets (with scoring criteria such as price,
quality, delivery, service, and reliability), pens/pencils.

Procedure:

1. Begin the activity by explaining the concept of an RFP and vendor
proposals, highlighting how organizations invite suppliers and
evaluate their offers before selecting.

2. Briefly discuss key evaluation criteria such as cost-effectiveness,
quality standards, delivery timelines, and after-sales support.

3. Divide the class into small groups of 3-5 students to encourage
collaboration and discussion.

4. Provide each group with one sample RFP and two vendor proposals
responding to that RFP.
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10.

11.
12.

13.

14.

15.

16.

Distribute evaluation worksheets that include a scoring table for
different criteria (e.g., price, quality, delivery time, warranty, vendor
reputation).

. Ask students to carefully read the RFP first to understand the

requirements, followed by a detailed review of each vendor proposal.

. They should then score each proposal against the given criteria using a

simple rating scale (for example, 1 to 5).

. Encourage groups to justify their scores with clear reasoning and

evidence from the proposals.

. Once the evaluation is complete, each group discusses internally and

selects the vendor they believe is the best fit.

They must prepare a short presentation explaining their decision,
including strengths and weaknesses of each proposal and why one
vendor was preferred over the other.

Each group presents their findings to the class.

The teacher facilitates discussion by comparing different group
decisions and highlighting how priorities (such as lower cost vs. better
quality) can influence vendor selection.

Students are assessed based on their analytical skills, accuracy in
evaluation, teamwork, and clarity in presenting their decision.

Provide constructive feedback and emphasize the importance of
objective decision-making.

Students will be able to interpret vendor proposals, apply evaluation
criteria effectively, and make logical, evidence-based procurement
decisions.

Students can be asked to design their own evaluation criteria or
simulate a negotiation between the buyer and selected vendor to
deepen their understanding of procurement processes.

Activity 2: Vendor Selection Role Play

Material Required: Role cards (Vendor A, Vendor B, Company Buyer),
evaluation sheets.

Procedure:

1.
2.

Assign roles: 2 vendors and 1 buyer team.

Each "vendor" prepares a brief proposal (3 min) stating product, price,
timeline, and quality.

. The buyer team evaluates them using a checklist.
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4. Role-play the proposal meeting.
5. Discuss the evaluation decision.
Sample Script
Title: “Choosing the Right Vendor for the Job”
Duration: 2-3 minutes
Characters (4 Students):
e Purchase Manager (Leads the evaluation)
e Technical Expert (Evaluates technical aspects)
e Finance Officer (Evaluates cost and payment terms)
e« Vendor Representative (Represents the vendor during questions)
Scene:

A meeting room in a company that needs to purchase 20 air purifiers for office
use. Two vendors have submitted proposals. The company team is evaluating
the final proposals.

Script:

Purchase Manager: Thank you, team. Today we are selecting a vendor for
supplying 20 air purifiers. We've received two proposals. Let’s begin with
technical evaluation.

[Looks at Technical Expert]
Can you share your analysis?

Technical Expert: Yes. Vendor X has proposed air purifiers with HEPA filters
and auto-shutoff features. They meet our quality standards and have done
similar projects in other offices.

Vendor Y’s product also meets our quality needs, but there is no auto-shutoff,
and they have less experience in office setups.

Purchase Manager: Noted. What about manpower and service support?

Technical Expert: Vendor X has a service team in our city with a 48-hour
response time. Vendor Y has no local team.

Purchase Manager: Great insights. Now let’s hear from Finance.
[Turns to Finance Officer]

Finance Officer: Financially, Vendor Y is cheaper — %9,000 per purifier versus
10,500 from Vendor X.

But Vendor Y also charges extra for delivery and installation. Vendor X offers
everything included.
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Payment terms are better with Vendor X: 50% advance, 50% after delivery.
Vendor Y wants full payment upfront.

Purchase Manager: Very clear. Based on technical strength, support, and cost
clarity, I suggest we select Vendor X

Vendor Representative: (steps forward) Thank you for the opportunity. We
assure you of timely delivery and continued support.

Purchase Manager: Congratulations! We'll issue the Purchase Order by
tomorrow.
Let’s inform Vendor Y respectfully as well. Good work, everyone.

Activity 3: Create a Scoring and Weightage Chart.

Material Required: Chart paper, sample vendor data sheets, markers,
calculator (optional), evaluation templates.

Procedure:

1. Begin the activity by introducing the concept of scoring and
weightage in vendor selection.

2. Explain that different criteria (such as price, quality, delivery, and
service) have varying levels of importance, and weightage helps
prioritize them.

3. Demonstrate a simple example on the board showing how weights
(e.g., Price 30%, Quality 40%, Delivery 20%, Service 10%) are
assigned and how scores are calculated.

4. Divide students into small groups and provide each group with
sample vendor data (e.g., Vendor A, Vendor B, Vendor C) along with
predefined criteria and weights.

5. Ask groups to evaluate each vendor by assigning scores (e.g., 1-5 or
1-10 scale) for each criterion based on the given data.

6. Students then calculate the weighted score for each criterion (Score
x Weight) and find the total score for each vendor.

7. Guide them step-by-step to ensure they understand the calculation
process.

8. Each group prepares a chart on chart paper showing:
a) Evaluation criteria
b) Assigned weights
c) Scores for each vendor
d) Weighted scores

e) Total score and final ranking
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10.

11.

12.

13.

14.

15.

16.

Once completed, groups display their charts in the classroom.

Each group presents their analysis, explaining how they calculated
scores and why a particular vendor was ranked highest.

Facilitate a class discussion to compare results across groups.

Highlight how different scoring or interpretation of data can lead to
different outcomes, and emphasize the importance of objective
evaluation.

Evaluate students based on accuracy of calculations, clarity of
presentation, teamwork, and understanding of the concept.

Provide feedback and correct any calculation errors.

Students will be able to apply scoring and weightage methods,
perform basic calculations for vendor evaluation, and make data-
driven procurement decisions.

Students can be asked to modify weightages based on different
scenarios (e.g., urgent delivery vs. cost-saving priority) and observe
how vendor rankings change.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. A vendor proposal is sent in response to a

2. The step after technical evaluation is evaluation.
3. Vendor proposals help in comparison between suppliers.
4. BAFO stands for Best and Final

5. Weightage is used to give more importance to certain

B. Multiple Choice Questions

1. What is the purpose of a vendor proposal?
a) To deliver goods
b) To request payment
c) To offer a solution for buyer needs
d) To evaluate employees

2. What is checked during technical evaluation?
a) Price of products
b) Vendor’s experience and capability
c) Discount offered
d) Payment terms

3. Which of the following is a financial evaluation step?
a) Reviewing team experience
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b) Calculating technical score
c) Opening price bids
d) Checking product quality

4. What does BAFO help achieve?
a) Early payments
b) Best value deal

c) Employee satisfaction
d) Equipment testing

5. In scoring and weightage, which step comes first?
a) Shortlist vendors
b) Assign score
c) Identify criteria
d) Compare warranties

. State whether the following statements True or False
. Vendor proposals are shared before sending the RFP.
Technical evaluation is done after financial evaluation.
Scoring helps in making the vendor selection fair.

Proposal outcome should be communicated politely.

I

BAFO is used only for rejected vendors.

. Match the Columns

S. No. Column A S. No. Column B

1 Vendor Proposal A Informing selected or rejected
status

2 Technical Evaluation B Compares prices and
payment terms

3 Financial Evaluation C Checks experience, quality,
skills

4 BAFO D Detailed offer by the vendor

S Proposal Outcome E Final and best offer from

Communication vendor

. Short Answer Questions

1. What is a vendor proposal?

Why is technical evaluation important?

Name any two factors checked during financial evaluation.

What is the purpose of scoring and weightage in vendor selection?

a k> L b

Mention one reason why proposal outcome communication is
important.
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F. Long Answer Questions

1.

Explain the process and benefits of technical evaluation in selecting
vendors.

. Describe the importance and steps involved in financial evaluation of

suppliers.

3. What is BAFO? How does it help in making the final vendor selection?

. How does scoring and weightage help in choosing the right vendor? Use

an example.

. Describe how to professionally communicate vendor proposal outcomes

to selected and rejected vendors.

G. Check Your Performance

. Demonstrate how the vendor will meet the company's requirements.

. Spell out the technical evaluation parameters and demonstrate its

Process.

. Choose the best vendor in a fair and structured way to evaluate based

on different factors, and points (scores) are given for each in the supplier
selection process.
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SESSION 3: NEGOTIATION, CONTRACT DRAFTING, AND
WORK ORDER CREATION

Negotiation is a discussion between two or more people to reach an
agreement. In supply chain work, negotiation usually happens between a
company and a vendor (supplier) about the price, quality, delivery time, or
payment terms of goods or services (Fig. 5.9). In simple words negotiation is
not a fight, it’s a conversation to find a win-win solution.

Negotiation Process Steps

1)) B ) B))B)) B))

Preparation Follow-up

Know your goals and Find a mutually Ensure compliance
vendor's offers acceptable middle with agreed terms

ground Agreement

Exchange needs and Finalize terms in
offers writing

Fig. 5.9: Negotiation Process
Price Negotiation Techniques

Price negotiation is the process of discussing the cost of a product or service
with the vendor to get the best value for money. It's a key skill for supply chain
executives to help the company save costs while maintaining quality. Good
negotiation is not about winning or losing. It is about both sides benefiting
and building trust.

Key Techniques:

1. Do Market Research: Before starting, find out the general market price
of the product. This gives a clear idea of what is fair and what is
overpriced.

2. Set a Target Price: Decide how much one is willing to pay and keep
this price in mind while negotiating.

3. Understand the Vendor’s Point of View: Know the vendor's cost,
limitations, and profit expectations. This helps you make realistic
offers.

4. Start Low, But Be Reasonable: Begin by offering a price lower than
your target, this leaves room for bargaining.

5. Use Volume to Negotiate: If buying in bulk you can ask for a discount.
Vendors often give lower prices for large orders.
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10.

Highlight Long-Term Relationship: Tell the vendor you plan to work
with them regularly, this may motivate them to offer better pricing.

. Break Down the Costs: Ask the vendor for a price breakdown (material,

labor, etc.). this will help to find areas to reduce the cost.

. Offer Something in Return: If the vendor reduces the price, offer faster

payment or long-term contracts.

Don’t Accept the First Offer: Always try to make a counteroffer
politely.

Know When to Walk Away: If the vendor is not ready to match your
budget or quality needs, politely end the negotiation.

Process of Price Negotiation

Negotiation is a step-by-step process between a buyer (like a company) and a
seller (like a vendor) to reach an agreement on price, quality, delivery, or
service. It is done politely and professionally (Fig. 5.10).

Steps in the Negotiation Process

1.

Preparation and Planning: Before starting a negotiation, it is
important to prepare thoroughly. This involves understanding exactly
what the company needs in terms of products or services. Research is
done on the product specifications, current market prices, and
background details of the vendor. Setting clear goals is also essential,
such as the target price, acceptable delivery time, payment terms, and
quality expectations. This planning helps the company approach the
negotiation confidently and with a strong position.

. Opening the Discussion: The negotiation begins with a respectful and

friendly conversation between the company and the vendor. This stage
is about building trust and setting a positive tone for the rest of the
discussion. The company shares its expectations clearly, while also
allowing the vendor to present their offer. Good communication in this
stage creates a cooperative environment that helps both sides work
toward a fair agreement.

. Exchange of Information: At this stage, both parties ask questions

and share relevant details. The company may inquire about pricing,
product quality, delivery schedule, and terms and conditions. Similarly,
vendors may raise questions about order size, payment timelines, or
long-term partnership opportunities. If the company has any budget
limitations or tight deadlines, this is the time to discuss them. Open
and honest communication helps avoid misunderstandings later on.

. Bargaining: This is the main phase of negotiation where both sides

discuss and adjust their offers to reach a mutually acceptable deal. The
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company may propose a price and justify it with market data or budget
constraints. The vendor may respond with a counteroffer based on their
own costs and capabilities. Both parties continue to suggest, explain,
and compromise until they find common ground. Successful bargaining
ensures that neither side feels like they are losing out.

. Reaching an Agreement: Once both parties are satisfied with the

terms, the final agreement is confirmed. At this point, all details such
as price, quantity, delivery timeline, and payment terms should be
made absolutely clear. This ensures that there are no hidden costs or
points of confusion. A well-documented agreement avoids disputes and
ensures smooth execution of the order.

Closing the Deal: The deal is formally closed by thanking the vendor
for their cooperation and finalizing the agreement in writing. This is
done through a purchase order or a signed contract that clearly states
all the agreed terms. This official document becomes the basis for the
vendor to start delivering the goods or services as discussed.

Follow-Up: After the deal is signed, the company continues to monitor
whether the vendor delivers as promised. Regular communication helps
resolve any issues quickly and ensures that quality and timelines are
maintained. A good follow-up process also helps in maintaining a strong
and long-term relationship with the vendor, which is beneficial for
future business needs.

PROCESS OF NEGOTIATION

PREPARATION AND PLANNING
OPENING THE DISCUSSION
EXCHANGE OF INFORMATION

BARGAINING

REACHING AN AGREEMENT

CLOSING THE DEAL

FOLLOW-UP

Fig. 5.10: Price Negotiation Process
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Contract Terms: Delivery, INCOTERMS, and Penalties

When a company makes a deal with a vendor or supplier, they sign a contract.
This contract includes important terms that make sure both sides understand
their duties clearly. Some important terms include:

1. Delivery Terms
These terms define:

« What goods are to be delivered

e Where they should be delivered

e When they should arrive

e Who is responsible for transport?

Example: The supplier must deliver SO0 boxes of paper to the warehouse by
15th July.

2. INCOTERMS (International Commercial Terms)
These are standard global rules used in international trade. They explain:

e« Who pays for shipping
e Who handles customs duties
« Who takes responsibility if goods are damaged during transport

Some common INCOTERMS:

o FOB (Free On Board): Seller delivers goods to the ship; buyer pays for
transport.

o CIF (Cost, Insurance, and Freight): Seller pays for shipping and
insurance till the destination port.

o DDP (Delivered Duty Paid): Seller takes care of all charges and delivers
the goods to the buyer's location.

3. Penalties

If the vendor fails to meet the agreed terms, the company may apply penalties.
These are written in the contract.

Examples of penalties:

o Late delivery fines
o Compensation for damaged or poor-quality goods
e Cancellation of the order after repeated failure

Example: 3500 per day will be charged for each day of delay.
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Sample Purchase Contract Based on RFP Outcome

Contract Title: Supply of Office Chairs — Vendor Contract
Contract Number: SC/2025/CHAIR/007
Date: 11 June 2025

1. Parties Involved

Buyer (Company): ABC Enterprises Pvt. Ltd.

Sth Floor, Industrial Building, Mumbai, Maharashtra
Supplier (Vendor): Comfort Seating Pvt. Ltd.

Plot 22, Furniture Industrial Area, Pune, Maharashtra

2. Background

This contract is based on the vendor selection done through RFP No.
RFP/CHAIR/2025, issued on 20 May 2025. The supplier was selected
based on best quality, price, and delivery timelines.

Signatures

For ABC Enterprises Pvt. Ltd.
Name: Rajesh Mehta

Designation: Procurement Manager
Signature:
Date:

For Comfort Seating Pvt. Ltd.
Name: Anita Joshi

Designation: Sales Head
Signature:
Date:

WORK ORDER

A Work Order is a written instruction to a vendor or department to do a
specific job or deliver a product or service. It is usually sent after a contract
is signed and before the actual work starts.

Steps to Create and Approve a Work Order

1. Check the Requirement: Review the contract or purchase need and
confirm quantity, quality, delivery date, and location. Example, 500
printed packaging boxes needed for dispatch by next Friday.

2. Prepare the Work Order Document include:

a) Name and address of the vendor
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b) Description of the work/product
c) Quantity and specifications

d) Delivery date and location

e) Agreed price and payment terms

f) Any terms/penalties from the contract

This document acts like an official green signal.

3.

Review by Procurement Team: The supply chain or procurement team
checks if everything is clear and correct, any missing or incorrect info is
corrected.

. Approval from Authorized Person: Usually approved by a manager,

senior executive, or department head. Approval confirms that budget,
quality, and timing are acceptable. They sign or digitally approve the
document.

. Send the Work Order to Vendor: Once approved, the work order is sent

to the vendor. It may be sent via email, printed copy, or company portal.

. Vendor Confirmation: The vendor checks and confirms the work order.

Sometimes, they may request changes (like date or quantity), which are
reviewed before acceptance.

. Track and Follow-Up: Keep a copy of the work order. Follow up to ensure

timely delivery and quality.

Sample Entry (Work Order Snippet)

Field Details
Work Order No. WO /2025/045
Vendor Name Quick Pack Solutions Pvt. Ltd.
Description Supply of 500 Printed Packaging Boxes
Delivery Date 18 June 2025
Delivery Location ABC Warehouse, Navi Mumbai
Total Price 25,000 (XS0 per box, incl. GST)
Approved By Mr. Kunal Sharma, Procurement Manager
Date of Approval 11 June 2025

Difference Between a Work Order and a Service Order: A Work Order is
about doing physical work. Whereas a Service Order is about getting a service
done. Detailed difference is given in the table below
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Feature Work Order Service Order
Meaning A document used to request | A document to request or
or approve physical work approve a service
Used For Manufacturing, repair, | Maintenance, cleaning, IT
construction, or installation | services, transport, etc.
Example "Fix the conveyor belt in | "Call vendor for monthly AC
Warehouse 2" maintenance"
Focus Product-related work or | Service-related tasks
tasks
Involves Labour, tools, materials Time, labour, and service
provider
Issued To In-house  technician  or | External service provider or
external contractor vendor
End Result A physical task is completed | A service is performed and
completed

Stakeholders in Contract Approval: When a company makes a contract with
a vendor or supplier, it is not approved by just one person. Several
stakeholders (important people or departments) check and approve the
contract to make sure everything is correct and safe. following are the main
stakeholders involved:

1.

Legal Department: Checks if the contract follows the law, to avoid legal
problems later. Example, they make sure the contract protects the
company from risks.

. Finance Department: Reviews the cost, payment terms, and budget.

To make sure the company can afford it and the prices are right.
Example, they check if the payment is within budget and if taxes are
included.

. Procurement or Supply Chain Department: Manages the vendor and

the contract process. To ensure the supplier can meet the company’s
needs. Example, they verify if the product or service, quantity, and
delivery terms are correct.

. Operations or Production Team: Confirms that what’s in the contract

matches what is needed in production. They are the ones who will use
the goods or services. Example, they check if delivery timelines match
production schedules.

. Top Management (Directors/Managers): Gives the final approval.

They take overall responsibility for big contracts. Example, a director
may sign contracts above a certain value.

PRACTICAL EXERCISES

Activity 1: Role Play Price Negotiation between Buyer and Vendor.
Understand and practice basic price negotiation techniques.
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Materials Required: Two printed role cards (Buyer & Vendor), Product details
sheet (price, quantity, specs), Calculator, Notepad and pens

Procedure:
1. Divide students into pairs. Assign one as Buyer, one as Vendor.
2. Distribute role cards with product and pricing details.

3. Ask the Buyer to prepare a negotiation strategy using techniques (e.g.,
market research, target price).

4. Begin the role play: Buyer tries to negotiate better price/terms; Vendor
tries to justify cost.

5. After 10 minutes, switch roles and repeat.
6. Discuss in class what worked and what didn'’t.
Sample Script
Characters:
e Buyer: Riya Mehta, Procurement Executive at ABC Enterprises
e Vendor: Raj Malhotra, Sales Manager at Print Zone Pvt. Ltd.

Scenario: ABC Enterprises needs 1,000 printed packaging boxes for delivery
in 10 days. Print Zone Pvt. Ltd. is quoting 55 per box. The buyer wants to
negotiate a better price, faster delivery, or better terms using negotiation
techniques.

Script
Buyer (Riya): Good morning, Mr. Malhotra. Thank you for joining this meeting.

Vendor (Raj): Good morning, Ms. Mehta. A pleasure to connect. I understand
you're interested in our printed packaging boxes?

Buyer (Riya): Yes, we are looking to order 1,000 boxes with custom printing.
We've reviewed your quote of 355 per box. Before we move ahead, I'd like to
understand your pricing better.

Vendor (Raj): Sure. The price includes high-quality material, custom printing,
and delivery within 10 days. Our production and raw material costs have
recently gone up.

Buyer (Riya): We did some market research. Other vendors are offering similar
boxes at ¥48-350 per box. We’d prefer to stay within ¥50. Also, we plan to
place repeat orders every month, which means a long-term business
opportunity for you.

Vendor (Raj): I understand. However, we ensure top quality. That being said,
if this is going to be a recurring order, we may be able to offer a volume
discount.
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Buyer (Riya): That’s great to hear. Could you share a cost breakdown? Maybe
there are areas where we can reduce costs, such as packaging or delivery
charges?

Vendor (Raj): Certainly. The cost breakdown includes 235 for material, 10 for
printing, and 10 for delivery and admin charges. If you're okay with a 12-day
delivery instead of 10, we can reduce delivery charges by 22 per box.

Buyer (Riya): That's helpful. What if we make an advance payment of 50%?
Can we bring it down to 350 per box?

Vendor (Raj): With 50% advance and 12-day delivery, we can offer 350 per
box. That’s the best we can do.

Buyer (Riya): Fair enough. Let’s go ahead with 350 per box, 1,000 boxes, and
12-day delivery. We’ll send you a formal work order by tomorrow.

Vendor (Raj): Thank you. Looking forward to a successful partnership.
Buyer (Riya): Have a good day!

Activity 2: Drafting a Simple Work Order. Learn how to prepare a work order
based on a given scenario.

Materials Required: Blank Work Order format (printed), scenario sheets (e.g.,
order of packaging boxes), pens/pencils, sample completed work order (for
reference).

Procedure:

1. Begin the session by explaining what a work order is and its importance
in procurement and operations.

2. Highlight key components such as work order number, date, vendor
details, description of goods/services, quantity, price, delivery location,
timeline, and authorization/approval.

3. Show a sample format and briefly walk students through each section.

4. Distribute the scenario sheets to students. For example: “An
organization requires 500 packaging boxes to be delivered to Mumbai
by 10th July within a fixed budget.” Clarify any assumptions students
may need to make, such as selecting a vendor name or estimating price.

5. Ask students to carefully read the scenario and fill in the blank work
order format with all relevant details.

6. Encourage them to think practically and ensure accuracy in entries like
quantity, delivery address, expected delivery date, and cost
calculations.

7. Once students complete their work orders, pair them up and ask them
to exchange their documents.
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10.

11.

12.

13.

14.

. Each student reviews their partner’s work using a simple checklist

(completeness, correctness, clarity, and formatting) and suggests
improvements or corrections.

. After the peer review, invite a few students to share common mistakes

or good practices they observed.

Then, the teacher displays a model/sample solution on the board or
screen and explains the correct format and entries step-by-step.

Evaluate students based on accuracy, completeness, presentation, and
understanding of the work order format.

Provide constructive feedback and clarify common errors such as
missing details, incorrect formatting, or unrealistic assumptions.

Students will be able to draft a basic work order, understand its
components, and appreciate the importance of accuracy and clarity in
business documentation.

Students can be given different scenarios (e.g., service-based work
order like equipment repair) or asked to digitize the work order using
spreadsheet software to simulate real-world applications.

Activity 3: Match the Stakeholder to Their Role. Understand the roles of
stakeholders in contract approval.

Materials Required: Printed stakeholder cards (Legal, Finance, Procurement,
Operations, Top Management), printed role cards (e.g., “Checks if contract
follows legal regulations,” “Approves budget and cost implications,” etc.),
chart paper (optional), markers.

Procedure:

1.

Begin the activity by introducing the concept of stakeholders in contract
management and explaining why multiple departments are involved in
approving a contract.

. Briefly describe each stakeholder (Legal, Finance, Procurement,

Operations, Top Management) and their general functions.

. Divide the class into small groups of 3-5 students to encourage

teamwork.

. Provide each group with a mixed set of stakeholder cards and role cards.

Ensure that the cards are shuffled so that students must carefully
analyze and match them.

. Ask each group to discuss and match each stakeholder with the most

appropriate role.
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10.

11.

12.

13.

14.

. Encourage them to think logically about responsibilities—for example,

who ensures legal compliance, who checks financial feasibility, and who
handles operational execution.

. After completing the matching task, each group presents their answers

to the class, explaining the reasoning behind their choices.

Encourage other groups to respond, agree, or challenge the matches to
promote critical thinking and discussion.

. The teacher then reveals the correct matches and explains the

reasoning in detail, clarifying any misconceptions.

Highlight how each stakeholder contributes uniquely to the contract
approval process and why coordination among them is essential.

Assess students based on participation, accuracy of matching, and
ability to justify their answers.

Provide feedback by appreciating correct reasoning and correcting
misunderstandings with clear explanations.

Students will be able to identify key stakeholders in contract approval,
understand their specific roles, and recognize the importance of
interdepartmental coordination in procurement and contract
management.

Students can be asked to create a flowchart showing the contract
approval process or role-play a contract approval meeting where each
student represents a stakeholder and discusses their concerns before
approval.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1.

ni 5

5.

Negotiation is a to reach an agreement.

INCOTERMS are used in trade.

A is sent after contract signing and before work starts.
In FOB, the pays for shipping after the goods are loaded.

%500 per day fine is an example of a

B. Multiple Choice Questions

1.

What is the first step in a negotiation?
a) Closing the deal

b) Bargaining

c) Preparation and planning

d) Follow-up
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2. Which INCOTERM means the seller pays for everything?
a) CIF
b) FOB
c) DDP
d) EXW

3. The main purpose of negotiation is:
a) To win the argument
b) To find a win-win solution
c) To reduce trust
d) To cancel the deal

4. A work order is usually approved by:
a) Any staff member
b) Vendor
c) Senior executive or manager
d) Transporter

5. What does the Legal Department check in a contract?
a) Vendor experience
b) Delivery time
c) Law compliance
d) Material quality

C. State whether the following statements are True or False

1. A service order is used for buying raw materials.

2. INCOTERMS help define international shipping responsibilities.

3. It is good to accept the vendor’s first offer in negotiation.

4. Procurement department checks if delivery matches need.

5. A work order does not include delivery date.

D. Match the Columns
S.No. Column A S.No. Column B
1 DDP A Seller delivers to ship, buyer pays
2 FOB B Seller pays shipping + insurance
3 CIF C All costs paid by seller till buyer
4 Penalty Clause D Fine for late delivery
5 Work Order E Sent after contract, before work
starts

E. Short Answer Questions

1. What are three important things to prepare before entering a
negotiation?
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2. Why should a company never accept the first price offered by the
vendor?

3. List any two stakeholders involved in contract approval and their roles.
F. Long Answer Questions

1. Explain the step-by-step process of negotiation in the supply chain,
with examples.

2. What is a work order? Explain how it is created, reviewed, and sent to
the vendor.

G. Check your performance

1. You are asked to negotiate with a vendor for purchasing 1,000 units of
a product. List any three steps you would follow during the negotiation
process to get a better deal.

2. Imagine a vendor has delivered the goods 5 days late and the contract
has a penalty clause of 3300 per day of delay. What total penalty will be
charged? Also, explain why having a penalty clause in a contract is
important.

3. Your company needs to get 500 packaging boxes. You've agreed on the
price and delivery date with the vendor. What are the next steps you
will take to create and issue a work order?
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SESSION 4: ERP SYSTEM: MAINTAIN AND UPDATE VENDOR
INFORMATION

Enterprise Resource Planning (ERP) It is a computer-based system used by
companies to manage important information like vendors, materials,
payments, inventory, etc., all in one place.

Vendor Information: Vendor information includes all the important details
about the supplier, such as:

e« Vendor name and address

e Contact details (phone, email)
e Bank account number

e PAN/GST number

e Product or service they supply
e Delivery terms

o Payment terms

Update Vendor Information: Keeping vendor data up to date in the ERP
system is very important because:

e It helps in smooth ordering and payments.

e Reduces errors or delays in deliveries.

e« Ensures correct communication with vendors.

« Keeps the system ready for audits or reports.
PROCESS OF UPDATING VENDOR INFORMATION IN ERP

1. Collect Updated Information: Get the latest details from the vendor
(email, address, GST, etc.) and make sure the information is correct and
verified.

2. Fill the Vendor Update Form: Use the company’s standard form or
template then attach supporting documents like GST certificate,
cancelled cheque, or new contact proof.

3. Take Necessary Approvals: Some companies require manager or
finance department approval before changes can be made.

4. Log into the ERP System: Use your user ID and password the go to
the Vendor Master section.

5. Edit Vendor Details: Click on “Edit” or “Update”. Make the required
changes carefully.

6. Save and Submit: Save the changes. Submit for approval if the ERP
system has a workflow.
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7. Confirmation: Once approved, the updated information becomes active
in the system. An email or notification may be sent to the vendor.

Example:
Old Vendor Email: sales@vendorabc.com
New Email Received: support@vendorabc.com

This change should be updated in the ERP so that future Purchase Orders
and communication go to the correct email address.

ESSENTIAL VENDOR DETAILS TO BE RECORDED

When a company starts working with a new vendor (supplier), it must collect
and record certain important information. This data helps in placing orders,
making payments, tracking deliveries, and communicating clearly.

Recording accurate vendor information is important for smooth business
operations and avoiding errors.

Followings are the Essential Vendor Details:

Category Details to Record
Basic Information - Vendor Name
- Business Type (e.g., manufacturer, wholesaler)
- Registered Business Address
Contact Details - Contact Person's Name
- Phone Number
- Email ID
- Office Hours
Bank Details - Bank Name
- Account Number
- IFSC Code
- Cancelled Cheque (for verification)
Legal & Tax Details - GST Number
- PAN Number
- Company Registration Number
- Any government licenses
Product/Service Info - List of products/services provided
- Brand names (if any)
- Delivery lead time
Payment Terms - Credit period (e.g., 15 days / 30 days)
- Mode of payment (NEFT, cheque, etc.)
- Early payment discounts (if any)
Delivery Details - Delivery address
- Shipping terms (like INCOTERMS)
- Preferred logistics partners (if any)
Document Attachments | - Copy of PAN card
- GST registration certificate
- Cancelled cheque
- Signed agreement or contract
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Importance of Information

e To avoid confusion while placing orders

e To ensure timely and correct payments

e To comply with legal and tax rules

o To track performance and delivery issues

e To update or contact vendors when needed
Importance of Accuracy in Master Data

Master Data: Master Data is the core information about important business
items like:

e Vendors (suppliers)
e Products

e Customers

e Locations

This data is stored in computer systems like ERP (Enterprise Resource
Planning) software. It is used for all daily supply chain activities like
purchasing, inventory, payments, and deliveries.

Importance of Accuracy in Master Data: Accurate master data is like a
strong foundation for a building. If the base is strong, the whole system works
well. For a supply chain executive, maintaining accurate data is one of the
most important responsibilities.

Reason Explanation

Correct Accurate product and vendor data help in ordering the

Purchases right item, from the right vendor, at the right time.

Smooth Correct bank and tax details ensure that vendors are paid

Payments properly and on time.

Avoiding Wrong data can lead to wrong orders, delivery delays,

Mistakes overstocking, or understocking.

Better Reliable data supports good planning of stock levels, lead

Planning time, and budgets.

Legal Accurate tax and registration information ensures that

Compliance the business follows legal rules (e.g., GST, PAN).

Trust Building | Vendors trust companies that handle their information
correctly and communicate well.

Easy Updates | Accurate data makes it easier to track changes or update
vendor or product info when needed.

Causes of Incorrect Master Data
« Payment sent to the wrong bank account
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Orders placed to the wrong vendor
Duplicate or missing entries in records
Tax filing issues due to wrong GST or PAN

Wastage of time and money

Example: If a vendor’s GST number is entered incorrectly, the company may
face problems during tax filing and might even get penalized.

Enter and Update Vendor Details in an ERP System

Reason to Enter Vendor Details: Before working with a vendor (supplier), we
need to store their details in the ERP system. This allows smooth

communication, timely payments, and easy tracking of supplies (Fig. 5.11).

Steps to Enter Vendor Details in ERP

1.

Login to ERP System

Open the ERP software using your user ID and password.

. Go to Vendor Master Module

Select the option to create or update vendor records.

. Enter Basic Details

a) Vendor name
b) Address
c) Contact person’s name and number

d) Email ID

. Enter Bank Details

a) Bank name

b) Account number

c) IFSC code

Enter Tax and Legal Details
a) GST number

b) PAN number

c) Company registration number

. Add Product or Service Info

a) What items or services they supply

b) Category or item codes (if any)

. Attach Supporting Documents
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8.

Upload scanned copies of PAN, GST, cancelled cheque, etc.
Review and Submit

Double-check all fields and then save or submit for approval.

Updating Vendor Details

If the vendor changes bank, address, or GST number:

1.
2.
3.
4.

Open the vendor’s profile in the ERP
Click on “Edit” or “Update”
Change the required fields

Save and re-verify with new documents

Importance of Update

Ensures correct orders

Helps in timely payments

Reduces chances of fraud or error

Keeps the supply chain efficient and organised

Enter and Update Vendor Details in ERP

(2 ))-([=] i

Login to Go to Vendor Enter Bank Enter Bank
ERP System  Master Module Details Details
Add Product Attach Support Attach Review

or Service Info Documents Supporting and Submit
Documents

Fig. 5.11: Enter and Update Vendor Details

Cross-check and Validate Vendor DataOnce vendor information is collected,
it is very important to cross-check and validate it to ensure that the vendor is
genuine, reliable, and capable of supplying the required goods or services.

Importance of Vendor Data Validation

To avoid fake or duplicate vendors.

To ensure compliance with legal and company standards.
To build a database of verified and trustworthy vendors.
To prevent future disputes or supply chain issues.
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Key Steps to Cross-Check and Validate Vendor Data:

1.

Verify Business Registration: Check if the vendor is legally registered
with government authorities then look for GST number, company
registration certificate, PAN, etc.

. Check Bank Details: Validate the bank account number and IFSC code

also match the bank account name with the company name.

. Confirm Contact Information: Call or email the vendor to ensure the

contact details are active and correct and check office address via
Google Maps or a physical visit if needed.

. Review Past Performance (if applicable): Look at the vendor's

previous work history with your company or others and check for timely
delivery, quality of goods, and overall reliability.

. Evaluate Product/Service Quality: Ask for sample products or demo

of services. Ensure they meet your technical and quality standards.

. Check References: Speak with other customers of the vendor and ask

about their experience, satisfaction level, and any issues faced.

. Check Compliance Certificates: Validate certifications like ISO,

FSSAI, etc., if relevant to the product or service.

. Validate Tax Compliance: Ensure the vendor is filing GST returns and

is tax compliant.

Final Step:

Once the information is validated, update the vendor profile in the ERP system
and mark it as “Verified”. Only verified vendors should be allowed to receive
work orders or payments (Fig. 5.12).

Vendor Data Validation Process

Confirm Evaluate Check
Verify Business Contact Product/Service Compliance Update Vendor
Registration Information Quality Certificates Profile
= = B3
=5 = S
=3
& ™
Check Bank Review Past Check Validate Tax
Details Performance References Compliance

Fig. 5.12: Vendor Data Validation Process
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Field Evaluation KPIs and Review Timelines

Field Evaluation: Field evaluation means checking how well the supplier
(vendor) performs after the contract starts especially during real deliveries,
production, or service periods. This helps ensure vendors meet expectations
on quality, timing, and reliability.

Field evaluation uses KPIs to monitor vendor performance in real time.
Regular review timelines help ensure quality, reliability, and better vendor
relationships.

Key Performance Indicator (KPIs): These are measurable values used to
check vendor performance.

Common Field Evaluation KPIs (Performance Indicators)

KPI What It Measures
On-time Delivery Rate | Whether the supplier delivers goods on the
promised date.
Product Quality Score | Checks if goods meet the required quality

standards.

Order Accuracy Number of correct orders delivered vs. total orders
placed.

Communication How fast and effectively the vendor responds to

Responsiveness issues or changes.

Flexibility Vendor’s ability to handle urgent or last-minute
requests.

Cost Control Whether the vendor sticks to the agreed prices.

After-Sales Support Quality of service after the product is delivered
(e.g., installation, repairs).

Documentation Whether the vendor provides correct invoices,
Accuracy packing lists, and legal documents.

Review Timelines: It’s important to review vendor performance regularly.
Typical review periods include:

Timeline Purpose
Monthly Reviews Track short-term issues, like delivery delays or
invoice errors.
Quarterly Reviews Analyze bigger patterns like product quality and
(Every 3 months) communication.

Annual Reviews (Once a | Decide whether to continue, renew, or terminate
year) the vendor relationship.

Importance of Field Evaluation KPIs and Review Timelines

e Helps identify good and poor-performing suppliers
e Encourages vendors to maintain high standards

e Improves supply chain efficiency

e Supports future decision-making
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Example:

Vendor Performance Summary Sheet

Vendor Name

ABC Traders Pvt. Ltd.

Vendor Code

VNDOO1

Product/Service

Packing Materials

Review Period

January — March 2025

Reviewed By

Supply Chain Department

Key Performance Indicators (KPIs)

S. | KPI Indicator Target Actual Rating | Remarks
No. Performance | (1-5)
1 | On-Time > 95% 92% 4 Slight
Delivery (%) delay in
March
shipment
2 | Product Quality | 24 4.5 S Good
Score (1-5) quality
materials
3 | Order Accuracy | 100% 98% 4 1 wrong
(%) item in
Feb
shipment
4 | Communication | Good/Excellen | Good 4 Responsiv
& Support t e to calls
& emails
5 | Pricing Within budget | Slightly 3 Scope for
Competitivenes higher negotiatio
S n
6 | Documentation | 100% accurate | 100% 5 All
(Invoices, etc.) documents
submitted
correctly
7 | Flexibility in Yes Yes 5 Delivered
Urgent Orders urgent
order on
time

Overall Rating: 30 / 35

Performance Level: GOOD

Final Remarks:

e Vendor is reliable and delivers good quality products.
o Slight delays should be discussed and resolved in next review.
e Recommend continuing business with regular review meetings.
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PRACTICAL EXERCISES
Activity 1: Fill the Vendor Update Form (Simulation).

Material Required: Sample Vendor Update Form (printed or digital), mock
documents (GST certificate, PAN card copy, cancelled cheque, address proof),
pens/pencils, projector (optional for demonstration), checklist for verification.

Procedure:

1.

10.

11.

12.
13.

14.

Begin the activity with a brief introduction to vendor registration and
updating processes.

Explain why organizations require accurate vendor information for
payments, taxation compliance, and record maintenance.

. Highlight key fields in the Vendor Update Form such as vendor name,

GST number, PAN, bank details, address, and contact information.

Demonstrate a sample form on the board or screen and show how
information from documents (GST certificate, PAN card, cancelled
cheque) is transferred into the form.

. Emphasize accuracy, correct spelling, and proper formatting (e.g., GST

number structure, bank IFSC codes).

Distribute the Vendor Update Form and a set of fake documents to each
student (or pair).

. Ask students to carefully read all documents and extract relevant

details.

. Encourage them to cross-check information across documents to

ensure consistency.
Students then fill out the Vendor Update Form independently.

Guide them to pay attention to details such as matching names across
documents, correct numerical entries, and avoiding overwriting or
incomplete fields.

After completion, organize a peer review session where students exchange
forms and verify each other’s work using a checklist (accuracy,
completeness, document matching, formatting).

They should identify errors and suggest corrections.

Facilitate a class discussion on common mistakes such as incorrect
GST numbers, mismatched names, missing bank details, or incomplete
fields.

Explain how such errors can lead to payment delays, compliance
issues, or rejection of vendor registration.

239



15.

16.

17.

18.

19.

Display a correctly filled sample form and walk through it step-by-step
to reinforce proper practices.

Evaluate students based on accuracy, completeness, attention to detail,
and ability to verify information.

Provide constructive feedback and highlight best practices for
documentation.

Students will be able to interpret vendor-related documents, accurately
complete a Vendor Update Form, and understand the importance of
precise data entry and compliance in procurement systems.

a) Introduce error-filled forms and ask students to identify and correct
mistakes.

b) Simulate a digital vendor onboarding process using spreadsheets or
forms.

c) Conduct a role-play where one student acts as a vendor and another
as a procurement officer verifying documents.

This activity reflects real-world processes used in ERP systems and
vendor onboarding procedures in organizations, preparing students for
practical workplace scenarios.

Activity 2: ERP Roleplay — Vendor Update Process.

Material Required: Printed ERP login flow charts, Vendor Master screen
layout (sample screenshots or mock forms), scenario cards (e.g., vendor email
change, bank detail update, address correction), role badges (optional),
evaluation checklist, pens/pencils.

Procedure:

1.

Begin the activity by introducing ERP systems and their importance in
managing vendor data in organizations.

. Explain the Vendor Master concept and outline the typical steps

involved in updating vendor information—login, search vendor, edit
details, validate data, save changes, and send for approval.

. Divide students into pairs. Assign one student the role of Supply Chain

Executive and the other the ERP System/Observer.

. Provide each pair with a scenario card describing a specific vendor

update (e.g., change in bank account details, update of contact email,
correction of GST number).

. The student acting as the Supply Chain Executive reads the scenario

and verbally walks through each step of the ERP process using the
provided layout.
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10.

11.

12.

13.
14.

15.

They should simulate actions such as logging into the system, locating
the vendor record, editing relevant fields, verifying information, saving
changes, and submitting for approval.

. The partner (ERP System/Observer) follows along using the checklist

and ensures that all steps are performed in the correct order.

They may prompt or question the executive if steps are missed or
performed incorrectly, simulating system validations or errors.

. After completing the role play, students switch roles and repeat the

activity with a new scenario to ensure both participants gain
experience.

Once all pairs have completed the activity, invite a few groups to
demonstrate their role play in front of the class.

Discuss common mistakes such as skipping validation steps, incorrect
data entry, or failure to follow approval workflows.

Evaluate students based on their understanding of process flow,
accuracy in executing steps, communication during role play, and
ability to identify and correct errors.

Provide feedback highlighting best practices in ERP data handling.

Students will be able to understand the step-by-step process of
updating vendor details in an ERP system, recognize the importance of
validation and approvals, and gain confidence in handling real-world
digital procurement tasks.

a) Introduce advanced scenarios involving multiple approvals or
document attachments.

b) Ask students to create a flowchart of the ERP vendor update process.

c) Conduct a timed challenge where students must complete the
process accurately within a given timeframe.

This activity simulates real ERP environments such as SAP or Oracle
systems, helping students develop practical skills relevant to supply
chain and procurement roles.

Activity 3: KPI Review — Evaluate Vendor Performance.

Material Required: Sample Vendor Performance Summary Sheet (with target
vs. actual data), calculator (optional), pens/pencils, evaluation checklist,
scoring rubric.

Procedure:

1.

Begin the activity by introducing the concept of vendor performance
evaluation and explaining the importance of KPIs such as delivery
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timeliness, quality compliance, cost efficiency, service responsiveness,
and order accuracy.

. Briefly explain how targets are set and how actual performance is

compared against them.

. Provide each student or group with a sample KPI sheet containing data for

one or more vendors.

The sheet should include criteria, target values, actual performance,
and possibly weightage for each KPI.

. Guide students on how to calculate performance scores. For example,

they may:
a) Compare actual vs. target values
b) Assign scores based on achievement levels (e.g., 1-5 scale)

c) Apply weightage (if given) to calculate total performance score

6. Students then calculate the overall vendor score using the provided data.

10.
11.

12.

13.

14.

Encourage them to double-check calculations for accuracy and
consistency.

. Once the scoring is complete, ask students to interpret the results and

classify vendor performance (e.g., Excellent, Good, Average, Poor).

. Based on this, they must write a short review or recommendation, stating

whether the vendor should be:

a) Retained

b) Improved with corrective actions

c) Replaced

The review should include justification based on KPI results.

After completing the evaluation, students (or groups) present their
findings to the class. They should explain:

a) How they calculated the score
b) Key strengths and weaknesses of the vendor
c) Final recommendation with reasoning

Facilitate a class discussion by comparing different evaluations and
highlighting how interpretation of data can influence decisions.

Evaluate students based on accuracy of calculations, understanding of
KPIs, quality of analysis, and clarity in presentation.

Provide feedback on both numerical accuracy and decision-making
logic.
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15.

16.

Students will be able to analyze vendor performance using KPIs,
perform basic evaluation calculations, and make informed decisions
supported by data.

a) Provide multiple vendor sheets and ask students to rank them.
b) Introduce trend analysis (performance over time).

c) Ask students to suggest improvement plans for low-performing
vendors.

This activity reflects actual vendor evaluation practices used in
organizations, where KPI dashboards and scorecards are used to
monitor supplier performance and guide strategic sourcing decisions.

CHECK YOUR PROGRESS
A. Fill in the Blanks

1. ERP stands for

2. details like PAN and GST are important for tax compliance.

3. Vendor information must be to avoid wrong orders or
payments.

4. The number is needed to verify the vendor’s bank account.

5. Reviewing vendor performance every helps improve supply
quality.

B. Multiple Choice Questions

1.

Which of the following is not part of vendor information?
a) Vendor’s pet name

b) Bank account number

c) PAN number

d) Delivery terms

. What is the first step when updating vendor information?

a) Submit the update

b) Get manager approval

c) Collect updated information
d) Edit in ERP

. Which KPI checks if goods meet required standards?

a) On-time delivery rate

b) Order accuracy

c) Product quality score

d) Documentation accuracy

. Why is it important to maintain accurate vendor information in the ERP

system?
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a) To make the system look busy

b) To impress the vendor

c) To ensure smooth operations and avoid errors
d) To avoid using computers

. What should be done after editing vendor details in the ERP system?

a) Turn off the computer

b) Save and submit the changes for approval
c) Delete the old record

d) Print the page

C. State whether the following statements are True or False

1.

a kK L

Duplicate vendor entries can cause payment issues.

Bank details are not needed while entering vendor information.
Field evaluations are done only once a year.

PAN and GST numbers are examples of legal and tax details.

Vendors should be contacted only at the time of payment.

D. Match the Columns

S.No. Column A S.No. Column B

1 PAN Number A Vendor performance KPI

2 On-time Delivery B ERP section

3 Cancelled Cheque C List of items vendor supplies

4 Vendor Master D Legal and tax detail
Module

5 Product or Service E Bank details verification
Info

E. Short Answer Questions

P> -

5.

Why is it important to validate vendor data before updating in ERP?
What are the key documents needed while recording vendor details?
Mention any three common causes of incorrect master data.

What does the term ‘ield evaluation’ mean?

What is the role of KPIs in vendor evaluation?

F. Long Answer Questions

1.

Explain the step-by-step process of updating vendor information in the
ERP system.

. Describe the importance of maintaining accurate master data for

vendors in the ERP system.
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3. List and explain five Key Performance Indicators (KPIs) used in vendor

performance review and why each is important.

G. Check Your Performance

1.

2.

How to fill the vendor information includes all the important details
about the supplier.

Demonstrate the process of enter and update vendor details in an ERP
system.

. Identify the key steps to cross-check and validate vendor data for

smooth transactions in supply chain.
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ANSWER KEY

MODULE 1: INTRODUCTION TO SUPPLY CHAIN EXECUTIVE
Session 1: Components of the Supply Chain
A. Fill in the Blanks
1. Finances
Logistics
Cold Chain

Supplier Selection

a k> b

Chief Supply
B. Multiple Choice Questions

c
. b

b

a H L b=
o

c

C. State whether the following statements are True or False
1. False

2. True

3. False

4. False

S. True

D. Match the Columns
B

A

C

D

5. E

e’ 5 ol

Session 2: Job Description Supply Chain Executive
A. Fill in the Blanks
1. Information

2. Demand
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3. Inventory
4. Barcode
5. Communication
B. Multiple Choice Questions
1. ¢
b
C
c

b

a kK L b

C. State whether the following statements are True or False
. True
False
True

False

S

True

D. Match the Columns
B

C

D

E

5. A

> W b=

Session 3: Functions in Plant and Yard Operations
A. Fill in the Blanks
1. Yard Management
Inward
Yard
Safety Audits

nalll <l &

S. Inspection

B. Multiple Choice Questions
1. b
2. b
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3. b
4. b
5.d
C. State whether the following statements are True or False
1. False
True
False

False

a kK L b

True

D. Match the Column
B

D

A

B

5. E

> 0 b=

Session 4: Perform Workplace Tasks
A. Fill in the Blanks
1. Forklifts
2. Sort (Seiri)
3. Item Code
4. Inventory list
5. Automated Guided Vehicles (AGVs)
B. Multiple Choice Questions
b
c
b
b
5. ¢

ol < SR

C. State whether the following statements are True or False
1. False
2. True
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3. False
4. False
5. True
D. Match the Columns
1. B
D
A
C
E

a kK L b

MODULE 2: PROCUREMENT OPERATIONS AND INVOICE PROCESSING
Session 1: Procurement Planning Using ERP and MRP
A. Fill in the Blanks
1. Demand management
Supplier
way matching

ERP

a kK L

Raw Materials

B. Multiple Choice Questions
b

c

b

b

a K L b=

C

C. State whether the following statements are True and False
1. True

False

True

False

a ok L p

True

249



D. Match the columns
1. B
2. C
3. A
4. E
5. D
Session 2: Supplier Selection, Order Placement and Follow Up
A. Fill in the Blanks
1. Lead Time
2. Purchase order
3. Trust
4. Spikes
5. Dependency
B. Multiple Choice Questions
C
c

C

b

a kb=

c

C. State whether the following statements are True and False
1. False

2. True

3. True

4. False

5. True

D. Match the columns

1. B

a s Wb
@ > O 0
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Session 3: Goods Receipts, Inspection and Returns
A. Fill in the Blanks
1. Receiving
GRN
MRN

Inspection

a kK L b

Purchase

B. Multiple Choice Questions

d
C

(&

a K L b=

C

C. State whether the following statements are True and False
. True

True

True

True

I N

True
D. Match the columns
1. D
2. A
3. C
4. B
5. E
Session 4: Invoice and Regulatory Compliances
A. Fill in the Blanks
1. Purchase Order (PO)
2. 3-Way Matching
3. Invoices
4

. E-way Bill
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5. Online Platform

B. Multiple Choice Questions
1. b

c

b

c

b

a kK L b

C. State whether the following statements are True and False
. True
False
True

False

I

. True

D. Match the columns
1. C

A

B

D

E

a kL

MODULE 3: INVENTORY MANAGEMENT AND FORECASTING
Session 1: Recording and Updating Inventory Data Using ERP Systems
A. Fill in the Blanks
1. ERP
Item Code / SKU

Barcode

o SR

Discrepancies
5. Stock Location
B. Multiple Choice Questions
1. b
2. ¢
3. a
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4. c
5. b

C. State whether the following statements are True and False
1. True

True

False

True

a k> LN

False

D. Match the Column
D

B

C

A

5. E

> L0 b=

Session 2: Techniques of Inventory Analysis for Stock Monitoring and
Control

A. Fill in the Blanks

1. VED
Lead Time
First-In, First-Out

Deterioration

a kK b

low

B. Multiple Choice Questions
b

b

C

b

5. c

sl .

C. State whether the following statements are True and False
1. False
2. True
3. False
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4. True
5. False
D. Match the Columns
E
C
A
B
5. D

> L b=

Session 3: Fundamentals of Inventory Forecasting and Its Role in
Logistics

A. Fill in the Blanks
1. Stockouts

Quantitative

Moving average

Higher

a K LN

Capacity
B. Multiple Choice Questions
c

C

d

a kK 0 b=

c
C. State whether the following statements are True and False
1. False
2. True
3. True
4. False
5. False
D. Match the Columns
1. C
2. E
3. A
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4. D
5. B

Session 4: Managing Forecast Variances and Implementing Corrective
Measures

A. Fill in the Blanks

1. Forecasted Demand
Internal
Forecast Bias

Scenario

a k> b

Advanced Technology
B. Multiple Choice Questions

(&

b

C

a kK 0 b=

c

C. State whether the following statements are True and False
False

True

False

True

a kK 0 b=

False

D. Match the Columns
1. E

C

B

D

A

s )

MODULE 4: ERP ENTRY AND REPORTING IN WAREHOUSE OPERATIONS
Session 1: Feeding Data into ERP System
A. Fill in the Blanks

1. Reports
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Inventory
Binning

Logistics

a k> LN

Timely
B. Multiple Choice Questions
b

C

b

a kK L b=

c

C. State whether the following statements are True and False
1. False
2. True
3. False
4. True
5. False

D. Match the Columns

B

A

E

D

5. C

> L -

Session 2: Analyze ERP Entries and Generate Operational Reports
A. Fill in the Blanks

1. Validated
Negative

MIS Report

> W P

Grievances
5. Variance

B. Multiple Choice Questions
1. b
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C

>« DN

c
5. b
C. State whether the following statements are True and False
1. True
. False
. False
. True

. False

. E
. C
. A
. B
5. D

2
3
4
5
D. Match the Columns
1
2
3
4

Session 3: Communication with Stakeholders Using ERP Reports
A. Fill in the Blanks
1. External
Time
Dashboards

Senior

a kK LN

Satisfaction

B. Multiple Choice Questions
b

c

c

b

5. b

A

C. State whether the following statements are True and False

1. False
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True
False

True

a k> LN

False

D. Match the Columns
D

A

B

C

5. E

> L b=

Session 4: Decision Making Through ERP Reporting
A. Fill in the Blanks
1. Data
Periodic
Productivity
Strategic

a kK L

Dispatches
B. Multiple Choice Questions
C

o g kb=
Q O O ®w

B
C. State whether the following statements are True and False
1. False
True
False

True

a & L b

False
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D. Match the Columns
1. C
B
A
D
E
MODULE S5: VENDOR DEVELOPMENT

a k> LN

Sessionl: Purchase Documents and Prepare Request for Proposal
A. Fill in the Blanks
1. Vendor
2. Service
3. Purchase
4. Safety
5. Request for Proposal (RFP)
B. Multiple Choice Questions
b
d
b

C

a kK 0 b=

c

C. State whether the following statements are True and False
1. False

2. True

3. False

4. True

5. False

D. Match the Columns

1. C

2. B
3. A
4. E
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5. D
Session 2: Vendor Proposals and Selection Process
A. Fill in the blanks
1. Request for Proposal (RFP)
Financial
Comparative

Offer

a k> LN

Criteria

B. Multiple Choice Questions
c
. b

b

a s L b=
o

c

C. State whether the following statements are True and False
False

False

True

True

a kK 0 b=

False

D. Match the Columns
D

C

B

E

5. A

S W b=

Session 3: Negotiation, Contract Drafting, and Work Order Creation
A. Fill in the blanks

1. Conversation

2. International

3. Work Order
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4. Buyer
5. Penalty

B. Multiple Choice Questions
1. C

C

B

C

C

a k> LN

C. State whether the following statements are True and False
False
True
False

True

a kK 0 b=

False

D. Match the Columns
C

A

B

D

5. E

> L0 b=

Session 4: ERP System: Maintain and Update Vendor Information
A. Fill in the blanks

1. Enterprise Resource Planning
Tax

Accurate

o SR

Account
S. Quarter
B. Multiple Choice Questions
1. a
2. ¢
3. ¢
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4. c
5. b

C. State whether the following statements are True and False
1. True

False

False

True

a k> LN

False
D. Match the Columns
1. D

a h LN
QO m =5 »
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GLOSSARY

3-Way Matching: Matching Purchase Order (PO), Goods Receipt Note
(GRN), and Invoice.

ABC Analysis: Inventory classification based on annual consumption
value (A-high value, B-moderate, C-low value).

AI: Smart technology for forecasting and decisions.
Annual Reports: Summarise yearly organisational performance.

Asset Tracking: Real-time monitoring of vehicles, equipment, and
other movable assets in the yard.

Average Rate: Average cost of all units in stock.

Bargaining: Exchanging offers and counteroffers to reach agreement.
Bill of Materials (BOM): List of materials needed to produce a product.
Blockchain: Secure digital record system.

Budget: Planned amount of money for purchases.

Bulk Material Handling Equipment: Equipment for handling loose
materials like grain or coal.

Capability: Supplier’s ability to meet demand.
Capacity Planning: Ensuring enough labor, machines, and space.
Cold Chain Logistics: Handling temperature-sensitive goods.

Communication Channels: Methods used to send and receive
information in an organization.

Compliance: Adherence to legal, environmental, safety, and quality
regulations.

Component Vendors: Suppliers of parts used in assembling products.

Contract Approval Stakeholders: Departments like Legal, Finance,
Procurement, Operations, and Management that review and approve
contracts.

Conveyors — Systems that transport materials using belts or rollers.
Cost: Price and overall value.

Cranes: Equipment used for lifting very heavy materials.

Current Stock: Available stock at present.

Daily Reports: Track daily operations and urgent issues.
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Dashboards: Digital screens showing real-time data through charts and
graphs.

Digital Supply Chain: Technology-driven supply chain.
Discount Rate: Percentage or amount reduced from selling price.
Discrepancy: Mismatch between ordered and delivered items.

Dispatch Operations: Preparation and sending of finished goods to
customers or distribution centers.

Distribution: Delivering products to customers.

Document Verification — Matching delivery challan, PO, and invoice
with received goods.

Documentation: Maintenance of records related to materials,
processes, and compliance.

E-commerce Logistics: Logistics for online businesses.
Email: A formal digital method to send messages and documents.

Emergency Preparedness: Planning and training to respond effectively
to accidents or unexpected situations.

Emergency Procurement: Urgent purchasing outside normal process.

ERP (Enterprise Resource Planning) : Software system that integrates
business processes like inventory, sales, and finance.

Escalation: Forwarding a problem to a higher authority for resolution.
E-Way Bill: Mandatory transport document for goods above 350,000.

Feedback: Responses or opinions about a service or process to improve
performance.

FIFO (First in, First Out): Inventory method where the earliest received
materials are used first.

FIFO (First-In, First-Out): The oldest stock is used or sold first.
Financial Flow: Movement of payments and credit.

FOB (Free on Board): Seller loads goods on ship; buyer pays transport.
Forklifts: Powered vehicles used to lift and move heavy loads.

FSN Analysis: Classification based on usage rate (Fast-moving, Slow-
moving, Non-moving).

Global Sourcing: Buying from international suppliers.

Goods Receipt (GR): Process of receiving and verifying goods from
supplier.
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GST (Goods and Services Tax): Tax applied on sale of goods/services
in India.

Hazard Identification: Process of identifying potential risks in the
workplace.

HSN/SAC Code: Classification code for goods and services under GST.

INCOTERMS: International trade rules defining shipping cost and
responsibility.

Input Tax Credit (ITC): GST credit claimed on purchases.
Inspection Report: Record of quality check findings.

Inspection: Quality checking of incoming materials to ensure they meet
required standards.

Inter-Departmental Coordination: Different departments working
together and sharing information.

Inventory Management: Controlling stock levels to avoid shortages or
€xXCess.

Inventory Report: Periodic report showing stock levels and values.
Unit Cost: Cost per individual item.

IoT: Devices sharing real-time supply chain data.

Item Code / SKU: Unique identification number for each inventory
item.

KPI (Key Performance Indicator): Metric to measure performance
(e.g., OTIF).

Lead Time - Time from order to delivery.

Lead Time: The time taken between placing an order and receiving the
goods.

Liaising: Staying in contact and coordinating with suppliers and
partners.

LIFO (Last in, First Out): Inventory method where the most recently
received materials are used first.

Loading/Unloading Zones: Designated areas for safe and efficient
loading and unloading of vehicles.

Lockout/Tagout (LOTO): Safety procedure to isolate energy sources
during maintenance work.

Logistics: Transportation and distribution of goods.

Manufacturing: Converting raw materials into finished goods.
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Material Flow: Physical movement of goods.

Material Handling: Movement and storage of materials in a facility.
Documentation: Recording inventory and process details.

National Logistics Policy (2022): Initiative to improve logistics
efficiency in India.

Negotiation: Agreeing on price and contract terms.
On-Time Shipment Rate: Percentage of orders delivered on schedule.
Opening Stock: Quantity available at the start of a period.

Order Tracking: Monitoring purchase order status and delivery
progress.

Pallet Jacks: Manual or powered tools used to move pallets.

Pallet Racks: Storage racks designed to hold palletized goods
vertically.

Penalties: Charges applied when contract terms are not met.
Periodic Reports: Reports prepared at regular time intervals.

Plant Operations: Activities involved in converting raw materials into
finished goods, including inward, storage, issue, and dispatch
processes.

PM Gati Shakti: Infrastructure plan to reduce logistics costs.

PPE (Personal Protective Equipment): Safety gear such as helmets,
gloves, safety shoes, and high-visibility jackets.

Pre-bid Meeting: Meeting with vendors to clarify RFP details.
Price List: Structured list of item prices for different customers.

Price Negotiation: Process of discussing and agreeing on the cost of
goods or services.

Procurement: Purchasing goods and services.

Production Planning: Scheduling manufacturing activities.
Proof of Delivery (POD): Confirmation that goods are delivered.
Purchase Order (PO): Legal document confirming purchase.
Purchase Rate: Cost at which an item is purchased.

Quality Inspection: Checking goods for correct quantity, condition,
and specifications.

Quality: Meeting required standards.

Quarterly Reports: Assess financial performance every three months.
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Raw Material Vendors: Suppliers of basic materials for production.

Reconciliation: Matching payment records with accounts and GST
entries.

Rejected Items: Goods failing quality inspection.

Reorder Level: Minimum stock level triggering replenishment.
Valuation Method: Method used to calculate inventory value (FIFO,
Weighted Average).

Return Rate: Percentage of products returned by customers.
Reverse Logistics: Process of returning goods to supplier.

RFP (Request for Proposal): Document inviting vendors to submit
proposals.

Risk Management: Identifying and reducing supply chain risks.
Safety Stock: Extra stock kept to avoid shortages.

Scheduling: Planning loading, unloading, and yard activities to reduce
delays and congestion.

Selling Rate: Price at which goods are sold.

Service Order: Request for performing a service rather than physical
work.

Service Vendors: Providers of services like transport or maintenance.
Shortage: Receiving fewer items than ordered.

Sourcing: Selecting and managing suppliers.

SRM: Maintaining long-term supplier relationships.

Stakeholders: People or groups interested in the organization (internal
or external).

Standard Rate: Predefined cost used for accounting.

Storage Operations: Systematic warehousing and handling of
materials within the plant.

Storage Utilization: Effective use of warehouse space.

Supplier Selection — Evaluating and choosing suitable suppliers.
Supplier Selection: Choosing suppliers based on cost and quality.
Supply Chain Analyst: Improves efficiency using data.

Supply Chain Executive: Manages procurement, inventory, logistics,
and supplier coordination to ensure timely and cost-effective delivery.
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Supply Chain Management (SCM): Managing the flow of goods,
information, and money from supplier to customer.

Supply Chain: Network involved in producing and delivering a product.
Supply Planning: Ensuring materials and capacity meet demand.
Target Price: Planned price a buyer aims to achieve during negotiation.
Tax Code: Code defining applicable tax structure on items.
Technical Specifications: Detailed product requirements.

TMS (Transportation Management System): System used to plan and
manage transportation and shipment activities.

Transportation Planner: Plans efficient delivery routes.
Transportation: Moving goods by road, rail, air, water, or pipeline.

VED Analysis: Inventory classification based on criticality of items
(Vital, Essential, Desirable).

Vendor Communication Protocol — Standard method of supplier
communication.

Vendor Portal — Online platform for supplier coordination.

Vendor Development: Process of selecting and improving suppliers.
Vendor Identification: Process of finding potential suppliers.
Vendor: A supplier who provides goods or services to a company.

Warehouse Management System (WMS): Software for managing
warehouse operations.

Warehousing: Storing goods before delivery.
Weekly Reports: Review short-term progress and problems.

WMS (Warehouse Management System): System that manages
warehouse inventory and storage operations.

Work Order: Written instruction to perform a specific job or supply
goods.

Yard Management: Management of outdoor yard activities including
vehicle movement, parking, loading/unloading, and coordination with
warehouse and transport systems.
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10.

11.

12.

FURTHER READINGS

"Introduction to Supply Chain Management" by David Simchi-Levi, Philip
Kaminsky, and Edith Simchi-Levi.

"Supply Chain Management: Strategy, Planning, and Operation" by Sunil
Chopra and Peter Meindl.

"Introduction to Logistics Systems Management" by GianpaoloGhiani,
Gilbert Laporte, and Roberto Musmanno.

"Logistics and Supply Chain Management" by Martin Christopher.

Warehouse Management: A Complete Guide to Improving Efficiency and
Minimizing Costs in the Modern Warehouse" by Gwynne Richards.

"Warehouse Management Handbook" by James A. Tompkins and Jerry
D. Smith.

"Work Scheduling Handbook: Policy, Guidelines, and Models" by John
M. Davis.

"Claims Management: A Comprehensive Guide" by Keith Wallis.

"Construction Claims and Responses: Effective Writing and Presentation"
by Andy Hewitt.

"Handling Construction Claims" by James G. Zack Jr. and Roger L.
Nelson.

https://iimm.org/wp-content/uploads/2019/12 /Logistics-and-
Warehousing-Management.pdf

https:/ /www.udemy.com/
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SHORT TERMINOLOGY
5S - Sort, set in Order, Shine, Standardize, Sustain
AGV - Automated Guided Vehicle
AGV - Automated Guided Vehicle
Al — Artificial Intelligence
AS/RS - Automated Storage and Retrieval System
ASM - Alternate Supplier Management
AWB - Air Wayhbill
B/L - Bill of Lading
BAFO - Best and Final Offer
BIS - Bureau of Indian Standards
BOM - Bill of Materials
BOM - Bill of Materials
CIF - Cost, Insurance, and Freight
COGS - Cost of Goods Sold
CSCO - Chief Supply Chain Officer
DDP - Delivered Duty Paid
DFC - Dedicated Freight Corridor
EFT - Electronic Funds Transfer
EOQ - Economic Order Quantity
ERP - Enterprise Resource Planning
FIFO - First in, First Out
FMCG - Fast Moving Consumer Goods
FOB - Free On Board
GMP - Good Manufacturing Practice
GPS - Global Positioning System
GRN - Goods Receipt Note
GST - Goods and Services Tax
GST - Goods and Services Tax
INCOTERMS - International Commercial Terms

IoT — Internet of Things
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ISO — International Organization for Standardization
IT - Information Technology

JIT - Just-In-Time

KPI - Key Performance Indicator

LIFO - Last in, First Out

LUEZ - Loading/Unloading Exclusion Zone
MHE - Material Handling Equipment

MoM - Minutes of Meeting

MPS - Master Production Schedule

MRN - Material Receipt Note

MSME - Micro, Small and Medium Enterprises
NLP - National Logistics Policy

OMS - Order Management System

OTIF - On Time in Full

PM - Prime Minister

PO - Purchase Order

POD - Proof of Delivery

POS - Point of Sale

PPE - Personal Protective Equipment

PR - Purchase Requisition

Pvt. Ltd. — Private Limited

RFID - Radio Frequency Identification
RFP - Request for Proposal

SCM - Supply Chain Management

SKU - Stock Keeping Unit

SOP - Standard Operating Procedure

STN - Stock Transfer Note

T&C — Terms and Conditions

TMS - Transportation Management System
UOM - Unit of Measure

VAT - Value Added Tax
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e WIP - Work in Progress
e WMS - Warehouse Management System
e YMS - Yard Management System
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