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Abslract

Supply Chain Management is the integralion ot key business processes from end-user (o
the original supplier thiw provides products, services, and information thal enhance
custemers” i other stakeholders” value. The suecesstul priactices ol Supply Chain
Management begins with the selection ol key suppliets and then desclop a relationship
of mutual trust and mutwal benelin Based on of Information technology develepment
nowadays. the relationship between the paities in the chain of business activitics could
be developed into o more open. transparent, and soon with the help of hardware and
computer software. Information technology is one of the mtegrated Supply Chain
Management. Information technology can resull a clear communication channel
between cach inlormation disuibution activity and  network that relued 1w the
perpetators of such information systems Current developments  in information
echnology mike it casier for the panties concerned in the business chain supply chain to
strengthen, maintin, ad enhaonce then elatonships i order o ensuie continaity ol
operations o cach company. Afthough information technology requires enormous
mvestnent. informaton technology unlization will provide  signilicant  long-term
benetits by reduce on operating costs in processing the data and improve decision
miking

Keywords: Supply Chain Management, Information Teehology and Cost Savings,

1. RESEARCH BACKGROUND

Recently. the development ol information technology (IT) including Elechionic Data
Interchange (EDTy and internet via the World Wide Web (www) cause the concepl of
Supply Chain Munagement (SCM) has become a popular operating paradigm The
complexities of SCM has required compimes 1o use online communication systems. For
example, the internet can increase excellence in communication through inter-activity
between enterprises and customers. In other words, IT can reduce cost on transactions
between buyers and supplicrs. then create a cooperation and maintain the good
refationslup Between the supplier-buser be closer

Development of SCM cian not be seperated hom T Advances o U1 has been creaed
supply chiin principles. namely Business o Business (B2B)0 Busmess o Customer
(B2C) E-Commerce and Supply Chain FE-commerce companies can perform SCM with
excellent One pioneer is amazon com, which is & company that <ells books. CDs, (oys.
and so on through the inteinet This company does not have o physical warchouse o
bookstore and even the number of iventories are very lew books Amazon com has
some ol the lgest distiibutors in the United States. Consuimers of Amazon.com spread
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around the world untl now. Tven for amazon com, application of SCM requiles
complex managemeut  Fhe process liom collect and search order, generate products,
packaged and deliver 1o customer. then collect payment. Application of SCM in
company can [ulfill the consumer's need and generate omzet appoximately hundreds of
miltions of dollurs cach v

Business competition is currently showing the presence ol customers as users ol
products o services e m i position to dictate the form. delivery. and price of the
product o service needed (Spring and Sweeling, 2002). Conliguring a traditional
manufacturing business which includes product design, employee skills. production
processes, and the defivery ol products or detivery of services (o customers has changed
owards continuous impiovement. ontime ol delivery and service, rules fexibility. and
cosl savings that adms to achieve aninerease i value added

Knowledge ol how a complete network operates and what s capabihuies, large
variability is available. and the number of parties thal may be involved, now is a criticul
compeltitive advantage. bath for the customer as well as [or end users compelitors
(Spring and Sweeting 2002) By leveraging the knowledge of the network is developing
a Supply Chain Management (SCAMY which is an integrated  mlormation network
between the parties involved iy the business chain

Chis paper aims o outline the SCM as o strategy I'T (o reduce cost. Systematics writing
begins by outlining key o successful SCM practices, followed by a discussion in SCM
as a strategy 1T 10 reduce cost, and end with the conclusion of this paper

2, LITERATURE REVIEAWY
Kev o Successtul Supply Chain Management Practice

According 1o Thompson and Stickland (1996) in canving oul the activities ol ils
operations. the company can nol escape the presence of other paties, Both trading
companies. manulaciuiing companies. and service companies require supphers 1o
provide merchandise Tor siale or raw materials (o be used in the production process and
equipiment o provide serviees [Inaddition. three types of companies also require that
consumers will buy and use e products or services they produce

If the consumer buys the product or service and then process it back in order o produce
another produoct that has @ higher value than the value of the product or service before,
then these basiness activities Tonn o chain called the salue chain, A company's value
chain includes the magor activities that create value Tor customers both inside and
ouside the company Framework ol vadue chain is a method o sort out the cham rom
rw Mmatetials into end-user customer base into televant activities stategically in ordel
1o understind the behavior of various costs and various sources of differentiation {Shank
and Govindaragan. 1992}

In pacticular the value cham includes six main activities, namely: equipment purchases
and logistics inbound. operations. logistics outbound . sales wnd marketing. service. and
prolit margins ¢ Thompson and Stnekland. 1996), With the iramesork of the company
can determine the choice ol a chain of evenis that will be the business object. Il the
company has limitations that prevent all activities in the value chain can be controlled
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hinsed the company necds o mamtan relavons with the related parties in the chian o
mainton the contiuty of the operion s perlorming

Matntenance ol the relationship can be done by tust and mulually beneficial relation
with them for a long tme Alliances with sappliers usually important only for the
vendors that supply components ntegral and soaegic imporiance in the process
manutacturing (A Ibrnght and Davis 19993 Purpose of makmg i close allianee with the
supphiers 1s not to get o lower price. but o secure aceepted ol the price Inresponse for
coud service and trust

Another advantage ol developing close alhances with suppliers aie key components in
order 10 help our suppliers cian oiler design components and new production processes
eAIDright and Davis 1999 By mamtamng relatomhups with supphers, the company
cun o maintain e vantinuity of production without worrsing ahoul facing obstacles due
o Lick of raw materials

SCM s mtegrally wvolved in the thiee hinks in the cham, namely the purchase ol
equipment and inbound logisties. operations. outbound logistics and. as well as be
integrated into corporate strategy Inodeveloping o sttategie plan. the compiany musl
carclully analy e potential rebattonships sl sapphers. Becise the suceess ol SCM s
a hey element m other management techmygues such as ust-m-towe CHEE Toral Qualiey
Management CTONM L Eleciome Date Interchange (113, Tareer Costing, and
Qutsourcing (Albght and Davis, 1999}

JIT requires assurance that the necessany raw materials will be available st in time for
the productan pracess swall beimplemented. To implement TOM needed assuranes thit
the raw matenals avatdable e ol good qualhity, because the quality ol the rasw materals
that w ] support the achiesement of the production is goad oo DT will only work al
the elationship between the partios relating well mantained  Target costing can be done
ihere is price stabihn the puon components that make up the product To implement
an oulsouieing ceriin services. it must be assured that the panty receiving outscurced
fom companies tying o maintain the quality ol these services (o maintain the
company's credibiliey i the exes ol s custamers

From the deseripuion it cian be concluded thit the saceess of SCM practices begins with
the selecuon of key supphiers and then develop a relationship oi trast and - mutaal
benetit. Wilh the devefopient of L1 as it had happened today, the relationship belween
the parties in tw chain ol business actisities can be developed o a more open,
transpavent, and soon with the help ol hodware and computer soltwiane

3. DISCUSSION

Supply Chain Maonagement as o Strategy of Information Technology (o Reduce
Cost

The rale of imlormation m SCN s altected by the use o TE T plays an imponant role
insupporting the performanee of the SCN The concept ol SCM s inseparable trom the
deselopuent of 11 Even pudaimg lrom hislory, it gives rise (o welmological advances
the basie ponaiples of SCM The eason s guite simplye is thar the essence ol
integrating the vanous processes il business entities i the domam of SCM s 1o shaie
the nformuion that s owned and produced by the vatious parties, Computer and

o —— — ——

ISBN: 978-979-99365-7-1 451




10 UBAYA INTERNATIONAL ANNUAL SYMPOSIUM ON MANAGEMENT

telecommunications technology is 1apidly evolving o make the creation and
dissemination of information becomes fasler, cheaper. and betler quality.

According o Blanchard 2003y SCM s a management concepl through the integration
of production activities tormed between supplier, producer-manulaciure, distuibutor
warelouse, and tetail customers, in order w0 obtain a pattern ol distribution of the
product by the number. localion, and time so as 1o reduce costs while improving service
to customers. With the tapid use of 1T the currenl SCM can be grouped inlo a new
cconomic paradign as follows: (1) time-based competition. (2) the creation of the
synchronization functions of the company. (3) services tiilored to the needs ol suppliers
and users ad () increased consolidation among suppliers and companies

According w Indiajit and Diokopranoto (20033 the role of 1T m SCM can be viewed
from (wo perspectives, namely:
I. Technical Perspective
Judgig trom the technical side. there e two functions of I'T that must be met.
namely:
a Creation Functions

Aspects that must be done by 1T are us Toflows:

— 1T must be able 10 be o means te alter the [acls or evenls are encountered
daily in the company's business into guantitalive dala format, There are two
common ways are conumonly vsed. namely numnual and aulomalic

— 1T must be able o vanstorm the raw data collected into information relevaal
to stakeholders, the management. stafl, customers. business partners, business
owners and ather parties conceined. For the management and staff of the
company, mioimaton 15 processed data is the raw data needed 1o make
decisions strategically und tactically

— The results of the decision-making will provide a variety of direct and
wditedt mpact on business petformance ol the company  Information
generaled hrom the daily data processing equipped with the experience and
intelleer of the decision makers will eventually become o knowledge o
knowledge tor the concerned. Feedback of the results s very good decision 1o
be known by a variety ol stakeholders in the company The results of good
decision-making should be an example tor others in the company. while poer
results have also learned that not happening again in the future IT is the nexl
Lask, 1o process infonmation obtained by sarious existing organizational
context. o knowledge thar can be accessed by all panties within the company

— ity o collecton ol knowledge obtained wd studied for the company
operates will be a provision ol wisdom which is priceless Wasdom gained is
the result of an learning organization which s the identity of the company in
the futme Wisdom is embedded in each individual olfender everyday
business activities wie expected o make the compuny achted o an
organizition that s always mereasmg performance. Fransform knowledge
inte wisdom is the last U job in the creative process Has many applications
i the category ol wuhcinl inelligence and expert systems have been
implemented in various multinational companies 1o replace human functions
in making ¢ritical decisions in business
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Function Deployimeni

o the entities facts. data, infoimation, knowledge. and wisdom, the FI" has

functions relating Lo aspects ol the deployment as follows:

—  Qathering
IT must have lacilities that are able 1o collect entities and put il in a digital
storage medinm Stotage media must be able o cupiure o variety of unique
charactenistics of entity-related entities, which is represented 1 various mulo-
media, sueh as ext, audio. image video. and others

- Organising
To facilitate the search for entitics at a later date, 1T must have a standard
mechanism for organizing the storage of entities on the storage medium. The
concepts of data stucunes, database, and (ile system are the busies of the
seience that is often used 0 connection with this requirement

—  Selecting
AL the various parties within the entities companies 1equire it T must
provide [acilities to lacilitate the search and selection. Portal technology is
one way of being Fvored by the company in selving this problem

—  Svothesizing
Often the decision mikers need more than one entity (o combination of
several entties) o make iteasicr 1o see the company's business situation

- Mstibuting
Finalty. LT must have the infiastucture o distribuie the various entities of the
entities are kept 1o those who need it The process ol deploying these entities
must also pay attention to the level of need. such as speed of access. the
importanee of the entity, and so forth: To be able to distribute: multi-media
entity, Tor example, needed o transmission medivm width ribbon (high
bandwidth)y so that the performance can be ellectively spread

2, Managerial Perspective
In terms of managerial busmess, particularly in relation (o SCM. there are lour roles
expectled by the company ot an clfective implementation of [T, namely:

a.

[ 4HidM

Minimize Risks
Every business has its risks, espectally those assoctated with financial factors. In
aencral. the risk comes from the uncertainty in various ways and other external
aspects that e beyond the conuol ol the company [T presence in addition 1o be
able 1o help the company o 1educe the risk ot an existing business, it should also
be o means 1o assist in managing risks taced everyday
Cost Suvings
Another bid is olfered 11 eliiciency improvements and optimization of” business
processes inthe company. There are four ways (o olfer 1T to 1educe cosls that are
often meutred for acuy ities ol daily operations. mamely:
- Lhimination Process
Implemenation ol various 117 components are able (o remove or eliminate
non-vilue added processes An example is the provision of ATM to reduce
customer quenes al cach bank tefler o1 call center to 1eplace the function of
customer service i dealing wath customer complumts
- Simplilication Process,
Various processes are lengthy and convoluted (hureavciatie) can usually be
simpliticd by implementung  vaddons 1T componems  (databases  and
apphcations for exampley Call 1t a series ol processes in a bank loan
application 10 approval usually have to go through a few lables, can be
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alleviated by using intranet applications. Or the translet of money from one
hank 1o another bank teller who often have 1o o through now be done
throweh bank websies linked on the internet

= Integration Process
T i also capuble of miweerating multiple provesses into one that Teels fister
and more comvenient (directly inprove customer satisfaction). lixamples
include a diiver's license apphcation process. [n developed countries. such a
series ol serial processes taking photographs, fingerprints. signature. weight,
and heieht Tk 1o be carned out simultaneously - An applicant does not need
to spend e gueumg up from one place 1o anether @ carmy out a series of
activites above: but enoueh stnding alone ma place with a certain position,
so photography. Tingerpring weight and heighte as well as the signig can be
performud simultancously because of the digital deviees

- Process Automation
Changing the ntnual process into an awtonted classic T bids: Anexample
is the application of tobotics m the manulacturing industey to replace humans
or Tuzzy Towie o eplace the functon o) various machinery and equipment, ol
(1 sainner tooreplace the lancuon of e human exe in faying el secking
coods 1 the warehouse. id ~o forth

¢ Add Value

The nest tole of IT s 1o create value Tor customers The ulnmate goal ot creating

value not only Tor customer sitisfction: but frther o ereate cusiomer Toxalty that

the customer s willing to always be i consumer company 1ot along period ol

tme teustomer bonedingt - The abiliy o create relationships on e one-to-one

between the company and customers is the ey 1o establshimg fruitful mieraction

in e eves of e customer. in addition to the company's business (o always create

praducts or services that are cheaper. berter, and faser compared with business

competitors Noteworthy here is that the salue that determines whether o1 oot

senvice of process s the eastomer o the marker. vather than mernal, so T must

be able o crete vitue addation, 1t can also be an elfective ol to identily things

Uit can be lansformed mto value for enierprise custamets

d. Create New Realities

1 developments e characterized by the rapid recent internet technology. has

been able o create @ new compelitive ket for the company, which is in

cyherspuce Vanous coneepts o e-business hind ol e-conmmeree. e-procurement,

cocustomers, o-lovalin. el other that basicadly o new way ol looking ar the

Business iniesponse mechansm e globalizaoon ol information

4. CONCLUSION

According 1 Simcli-Levi etal, 120027 SCM s aset of approaches used to elhciently
integrate between supphers, manufactuers, sarehotses. wid swores, so thal goods are
produced wid distibuted on the quantity . locaton, and the e is right. o minimize the
costs 1o satishy the conditons reguited levels ot service

According 10 Goldhar dan Jelinek (19831 the main of SCM is the exchange of
information between the parties concerned. Parties may submit the information supplicd
on the specilications of maerialy or products you necd and make payment through an
itermediuy binhing wsttution, while the suppher can send the price st and also
qecept paviments  through an ntermediry - banking mstitution Some  suuations
fespectlly e the Tevel of mdividwal components) (o use microprocessor-contiolled

_— = o —— et L —— = _—— ——
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pracuction equipment 1o reduce costs imvalved in the change between the produet and
of the production of new products as a whole, by changing the win ol the hardware
(equipment adjustments and measurementsy 1o changes in program variables

The success of SUM practices beems with the selecnion of key suppliers amd then
develop arelationship ol trust and muteal benelic With the deselopment ol T as i1 had
happened wday, the relaonship betsween the parties in the chain of business activilies
cun be developed mio o more apen. tansparent i soon with the help of hardware and
compuier soltwiaie

Nevertheless. the tse ol [T is not without limitations. FI" still has some limitatons in
speed ol response o changes in sehedubing @ dynamic leadtime aitention, capacity
Initations, and other vinibles e not allowed . Regeneranon of fixed production plans
take e s sigmilicant resourees caleulation of signilicant and perhaps as aresultonly
done daily o weekly (Chambers, 1996}

According 1 Hoek (2002) provide evidence that SCM practices in operalions and
supply clidim technology has not been tully developed for the realization ol the strategic
approach to greening These studies should be developed and the impact ol greening
wehnology and operations i the relationship and supply chain challenges can be
discussed
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