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The recent financial turmoil and economic turbulence 
have made the job of managing supply chains even more 
complex. One vice president of supply chain management 
summed up today’s issues this way: “We seem to have every 
issue coming at us at once. We have supplier insolvency, sup-
ply disruptions, port closings, volatile commodity prices, 
quality issues. My second e-mail this morning was about a 
supplier that literally caught on fire. They’ll be out of busi-
ness for a year. How many different risks can you handle at 
once?”13 The following Operations Profile shows how the 
clothing company Zara (Coruña, Spain) has not only man-
aged its supply chain risks but also used its supply chain to 
gain a competitive advantage.

Supply Chain Structures and Partners
Figure 1.6 illustrates a typical global supply chain for a man-
ufacturing company. Each organization’s supply chain has 
inbound and outbound elements. The inbound portion can 
consist of local or foreign suppliers of product ideas, designs, 
basic raw materials and components, transportation links, 
and warehouses. It ends with the internal operations of the 
company.

The outbound portion begins when the organization 
delivers its output to its immediate customers in the supply 
chain. This portion of the supply chain might include glob-
ally dispersed wholesalers, retailers, distribution centers, and 
transportation companies, the consumer, and companies that 
facilitate the return of products or their disposal. Many online 
businesses often contract with other companies to handle the 
return of products purchased online by their customers.

Let us consider each element in the supply chain to understand better their characteristics and how they 
relate to each other.

First-Tier Suppliers
First-tier suppliers provide components, systems, or finished goods and services to the primary firm, 
which can be a manufacturing, retail, or service organization. For example, L.L. Bean, Inc. (Freeport, 
ME) contracts with shirt makers worldwide to produce the company’s wide assortment of shirts for 
men and women. These shirt manufacturers represent first-tier suppliers for L.L. Bean, while they 
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FIGURE 1.6: Standard Global Supply Chain Model

The Crest SpinBrush quickly 
became the best-selling 
electric toothbrush in 
the world after it hit the 
marketplace. But Proctor & 
Gamble (P&G), the maker 
of Crest, didn’t actually 
invent the device.  Instead, 
the company purchased the 
design from Nottingham 
Spirk, an external product 
development company. It 
is a supply chain practice 
that P&G has begun to use 
more frequently to remain 
competitive.
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