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Small and Medium Enterprises Development Authority (SMEDA) works under the 
Ministry of Industries and Production, Government of Pakistan and was established in 
1998 with the objective to propel economic growth through development of SMEs. 
SMEDA serves as an SME strategy-advisory body for the Government of Pakistan and 
facilitates partners in meeting their SME development agendas.

SMEDA envisions growth of a globally competitive SME sector (in Pakistan), through 
creating an enabling environment and support services for increase in the national 
economy. SMEDA strives to achieve this vision by providing assistance in employment 
generation and value addition to the national income, through development of the 
SME Sector, by helping increase the number, scale and competitiveness of SMEs.

National Business Development Program for SMEs (NBDP) is a project of SMEDA 
which intends to provide hands-on support services to SMEs. The aim of this business 
development support provided by NBDP is to advance new businesses and improve 
efciencies in existing SME value chains to empower them to contend in global 
market. NBDP expects to facilitate around 314,000 SME beneciaries over the period 
of ve years.

Introduction

This information memorandum has been compiled to introduce the subject matter and 
to provide a general idea and information on the said matter. The information has been 
provided on as is where is basis without any warranties or assertions. Although, due 
care and diligence has been taken to compile this document, the contained 
information may vary due to any change in any of the concerned factors. 
NBDP/SMEDA, its employees or agents do not assume any liability for any nancial or 
any other loss resulting from the information, as contained in this memorandum. The 
contained information does not preclude any further professional advice. The 
prospective user of this memorandum is encouraged to carry out additional diligence 
and gather any information which is necessary for making an informed decision, 
including taking professional advice from a qualied consultant/technical expert 
before taking any decision to act upon the information. For more information on 
services offered by NBDP/SMEDA, please visit / and http://www.nbdp.org.pk
www.smeda.org.pk 

Disclaimer 
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a Introduction to Business Supply Management 

Supply chain is the planning, sourcing, manufacturing, 
distribution and delivery of products or services from the 
point of origin to the consumer. 

Supply Chain

The process of managing ow of materials and nished products or services in a supply chain is called 
Supply Chain Management (SCM). Efciently managing the supply chain is essential to ensure the 
availability of the right product at the right place at the right time for the right price.

Supply Chain Management

Players involved in a typical 
supply chain include 
producers, vendors, 
warehouses, transportation 

businesses, distribution centers and 
retailers.

Raw Materials Supplier Manufacturer 

Customer Retailer Distributor 

Basic Supply Chain Actors



2

Example of a Food Supply Chain

Importance of Supply Chain Management*Rs.

Rs.

Supply Chain Management will 
help SME businesses to: 

Boost Customer Service: 

Customers expect products 
to be delivered on time with 
after sales support. Supply 
chain management helps 
meet those expectations. 

Supply chain management 
allows a business to decrease 

the cost of purchase and 
production.

Reduce Operating Costs: 

Protability of the business 
increases by reducing 

operating costs and providing 
timely delivery of products and 

services to customers.

Improve Financial Position:  

Rs.

Food Supply Chain 

Animal, Crop Farms 
and Fisheries 

Handling and 
Processing Center 

Storage 
(Warehouse, 
Cold House)

Transport and 
Distribution 

Market Centers 
and Retail Centers

Customers and 
Food Services 

Advanced Solu�ons Interna�onal, Inc. (n.d.). Retrieved from
h�ps://cscmp.org/CSCMP/Develop/Star�ng_Your_Career/Importance_of_Supply_Chain_Management.aspx.



Material Components

Product Development Finished Goods Quality Assurance

In-house Warehouse(s) Thrid-party Logistics

Order Management
Customers

Inventory Management Picking and Packing Fullllment to Cusotmers

Return Repairs

Sourcing 

Manufacturing 

Shipping and Receiving 

Distribution

Reverse Logistic

3

Supply Chain Process
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Logistics is the movement, storage and ow of goods and services within the supply chain.

Seven R's of Logistics 

Right Product Right Quantity Right Condition Right Place Right Time Right Customer Right Price 

Types of Logistics 

This is the ow of 
material from a 
supplier to the 

business such as 
supply of raw 

material and parts 
needed for a 

production facility.

For example, raw 
materials including 

fabrics, zips and 
buttons delivered to 
a garment's factory 

for stitching of 
garments. 

Inbound Logistics

Storage and delivery 
of the nal product 

or service from your 
business to your 

customer. For 
example nished 
garments from a 

stitching unit 
transported to 

warehouses or retail 
outlets. 

Outbound Logistics

Supplier Business Customer 

UO NB DNI

O DU NT UBO

b Management of Business Logistics



1. Just in Time and Lean Supply Chain
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c Supply Chain Strategy* 

SMEs should incorporate their business strategy and focus into the 
supply chain strategy such that both strategies complement each 
other.

There are various different types of supply chain approaches and 
strategies but they can be broadly grouped in to following three types:

Business Strategy 

Supply Chain Strategy 

Supply Chain Capabilities 

Supply Chain Performance 

Part of developing a 
supply chain strategy 

includes evaluating 
opportunities to outsource 
areas that are not the 
business’s core competency. If 
someone else can do it 
cheaper, it may be worth 
outsourcing not only to drive 
down costs, but also to focus 
more resources on the core 
competencies the business.  

Outsource Where 
Appropriate 

Just in Time and 
Lean Supply Chain

Responsive/Flexible 
Supply Chain

Risk Adverse 
Supply Chain

This type of supply chain is mostly maintained by the automotive and 
component manufacturers. It is designed to respond to customer needs 
as efciently as possible, with minimal work in progress, inventory levels 
and wastage. Production schedules, production data, quality and 
consumer demand are carefully monitored to ensure optimum levels of 
inventory holdings. 

Creating a Leaner Supply Chain 

Procurement Manufacturing Warehousing Transportation 
Avoid duplicate 
procedures in 

different 
departments. 

Improving quality 
and precision 

prevents defects
and returned goods. 

Keep inventory 
levels as low as 
is reasonable.

Consolidate multiple
products into a 

single shipment. 

Risk adverse supply chain and supply chain risk. (n.d.). Retrieved from
h�p://www.leanmanufacture.net/leanterms/supplychainrisk.aspx.
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§ Efcient low-cost supply chain with 
high inventory turnover. 

§ Ability to better predict and respond to 
customer demand patterns.

§ Faster turnaround of inventory 
prevents products from becoming 
damaged or obsolete while in storage, 
thereby, reducing waste. 

Pros of Using the JIT System 

§ May require sharing of condential 
information.

§ Requires technology and highly  
skilled labor to plan and operate. 

§ Requires high initial investment if 
converting an existing inefcient 
supply chain to this model. 

Cons of Using the JIT System 

A exible supply chain readily adapts to 
changing customer demands and 
shorter lead times. This is mostly 
applicable to situations where there are 
s imi lar  products which can be 
m a n u f a c t u r e d  f r o m  t h e  s a m e 
production line. For example, fresh 
products with a high risk of waste 
require a more responsive/exible 
supply chain compared to packaged 
products. 

2. Responsive/Flexible Supply Chains

Flexible 
Supply 
Chain 

Efficient 
Supply 
Chain 

Fresh 
Products 

Packaged 
Products 

High Availability,  
Minimized Waste
and Markdowns

High Availability 
and Minimized Goods

Handling Coasts 

Most businesses opt to have a combination of supply chains depending on the nature and size of the 
business. 

§ Eas i ly  adaptab le  to  changing 
customer demands and preferences. 

§ Ability to provide customers a wide 
range of products efciently.

§ Ability to predict and respond to 
changing customer preferences.

§ Ability to handle peak load movement 
across the supply chain.

Pros of Flexible Supply Chain

§ Business risk may be difcult to 
assess due to greater third-party 
involvement.

§ May lead to increased storage costs 
due to extra inventory.

§ May require outsourcing of certain 
activities such as manufacturing and 
logistics to handle peak demand load. 

Cons of Flexible Supply Chain
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3. Risk Adverse Supply Chain

A risk adverse supply chain is used when both demand and raw material 
supply is unpredictable or when there is uncertainty around suppliers 
and logistics networks.

This type of supply chain strategy can also be used when despite 
demand being stable, there are production, supply and logistical risks. 
In these cases it is difcult to achieve full capacity utilization due to 
presence of inefciencies. An example of this type of supply chain would 
be petrochemical and agricultural industries. 

Large inventory levels and work in progress may have to be maintained 
in this type of supply chain to address poor infrastructure, economic and 
political instability.

§ Ability to avoid major supply chain 
interruptions.

§ Can withstand raw material supply 
delays without affecting customer 
deliveries.

§ Can better respond to peak demand.

Pros of Risk Adverse Supply Chain 

§ Increased business risk due to third 
party involvement.

§ High inventory holding costs.

§ May require large volumes of raw 
materials.

§ May require outsourcing to handle 
peak demand.

§ Large working capital requirements.

Cons of Risk Adverse Supply Chain

d Supply Chain Operations

Supply chain operations include processes to plan and execute the ow of goods and services from 
supplier to customer. To ensure operational efciency, it is necessary to evaluate a business’ internal 
operations and its supply chain.

A supply chain policy indicates roles, responsibilities, and procedures  a business conforms to. A supply 
chain policy can be formulated by dening the following:

1. Supply Chain Policy

Depending on their 
product, customer and 
market characteristics 
most business use a 

combination of the above 
strategies and/or modify them 
according to their 
requirements. 
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Dene the purpose of developing the 
supply chain policy or procedure. For 
example, a business specializing in 
food products can state the purpose 
of developing the supply chain as 
ensuring minimal waste.

Purpose

Establish 
Strategy & Plan 

Develop
KPIs

Review &
Update 

Select Evaluation 
Tools & Process 

Set Improvement 
Goals 

Collect 
Performance 

Data 

Measure &
Share Results 

Supplier Performance Management (SPM) Cycle

S u p p l i e r  p e r f o r m a n c e 
management measures and 
analyzes the performance of a 
supplier.

To measure,  ident i fy Key 
Performance Indicators (KPIs) 
of the supplier, e.g. in case of a 
distributor, an indicator to 
consider is average time taken 
to deliver the product from 
production facility to the retailer.

To analyze this KPI, compare 
the indicators of your business 
wi th  indust ry  norms and 
benchmarks.

The scope denes what is included 
and excluded from the supply chain 
policy or procedure parameters. For 
example, while enlisting the scope 
of the policy or procedure it can be 
stated that this policy only covers 
the internal operations.

Scope

Indicate the process in a step-by-
step method. For example specify 
the quantity of reserves  of sugar, 
milk or coffee before replenishment 
to ensure smooth kitchen 
operations.

Procedures

Indicate roles of all components 
clearly. For example, a Manager in a 
coffee shop is assigned the  role of 
managing overall activities of the 
business.

Roles

Indicate tasks against assigned 
roles. For example, Manager of the 
coffee shop will ensure timely 
delivery of customer orders, smooth 
kitchen operations, cleanliness of 
the space, etc.

Responsibility

2. Supplier Performance Management 

Key performance Indicators for Supplier 
Performance Management

Key performance Indicators are key success 
indicators that enable businesses to 

m e a s u r e  t h e  s u p p l i e r  p e r f o r m a n c e 
management in specic activities that relate to 
services, products or other parts of the business 
supply. The effectiveness of a business supplier 
performance can be measured in different ways, 
and the measurements chosen by a business are 
usually specic to the kind of business being done, 
so that it includes those aspects of effectiveness 
which are most important to the business.
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Supply 
Chain 
Costs

Procurement 
Costs

Quality 
Costs 

Transportation 
Costs 

Inventory 
Costs 

The diagram below indicates 
some costs associated with 
business supply chain:

e Ethical Procurement

Ethical procurement is an important aspect 
of becoming an ethical business.

An example of an ethical business is for a 
departmental store to offer environment 
friendly packaging to its customers. Ethical 
procurement by the store will imply that 
they require their suppliers to be compliant 
with environmental standards.

Businesses should ideally move towards 
ethical practices ensuring environmental 
sustainability and social responsibility. 

How to Establish Ethical Procurement Practices? 

§ Training employees and staff.

§ Rewards and performance reviews.

§ Ethical audits – surprise visits to factories, warehouses. 

§ Integrate ethical purchasing and cultivate an 
organizational culture that priorit izes ethical 

procurement.

§ Develop a purchasing code of conduct.

§ Lead by example and ensure top management support 
in establishing ethical codes. 

§ Clearly communicate ethical practices at all levels.

3. Supply Chain Costs
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Start

Access supply chain culture and 
establish supply chain team 

Level 1

Initiate business planning and secure 
resources and commitment from top management 

Level 4
Resources 

& commitment 
available

Level 2

No

Yes

Evaluate customer base

Select customer segments/channels
for analysis 

Review demand planning,
4Ps marketing components 

Gather market data and make
3-to-5-year market predictions 

Develop market share estimates 
and reconcile to business goals 

Level 2

In line with
business goals? 

No

Yes

Other
customer

segments?

Yes

No

Level 1
Make 

adjustments  

Level 2

1-to-3-year forecasting 

Collaborate with partners 

Partners in 
line?

No

Yes

Level 3Negotiate 

Develop tactical monthly forecasts-top-down
and bottom-up team processes 

Collaborate and share with 
trading partners 

Develop operational 60-day forecasts, 
production plans and schedules 

Collaborate and share with 
trading partners 

Finalize and use
operational forecasts 

Produce and sell products/sell
existing inventory 

Compare resulting sales data to 
60-day operational forecasts 

Forecast 
accuracy 

acceptable?

No

Level 5
Make 

adjustments  

Process 
acceptable?

No Make 
adjustments  

Yes

Report on performance to top management, 
business team and business partners 

Yes

Go back 
to "Start"

Forecasts in 
sync?

Partners in 
sync?

Forecasts in 
sync?

No
Level 5

Make 
adjustments  

Level 4
Make 

adjustments  

Level 4
Make 

adjustments  

No

No

Yes

Yes

Yes

Level 4

Level 5

f Template for Planning and Forecasting Checklist Annex 01



Conclusion

Business Supply Management involves a series 
of steps to get a product or service to the 
customer. The steps include moving and 

converting raw materials into nished products, 
transporting those products and distributing 

them to the end user. Efciently managing the 
supply chain is essential to ensure the 

availability of the products in good quality for 
the customer. Supply Chain Management is 

important for SMEs because it helps SMEs to 
boost the customer service, reduce operating 

costs and improve nancial positions. 
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