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production levels and meet the demand of building contractors. To avoid bottlenecks or delayed deliv-
eries, it is critical that the company creates and maintains a supply chain that ensures the timely arrival 
of all these materials when the company needs them. Therefore, it might contract with first-tier suppliers 
for these chemicals and marble powder that, in turn, would contact their suppliers to make sure that 
they had sufficient quantities of these materials to sell to the company when needed.

All of the critical supplies arrive at the company’s warehouse for storage. They store a certain 
amount of them to guard against unexpected disruptions in their suppliers’ deliveries. All of these 
activities are part of supplier management and are focused on upstream processes.

Inside of the factory, technology management and service support functions must be managed. 
First, with technology management, we are continuously looking for ways to improve the design of 
facilities and to engineer our processes to make our production more efficient. Perhaps, for exam-
ple, we determine that the current design of the factory is inefficient and leads to long delays, or 
bottlenecks, at the grinding station. Facilities engineering would correct these process deficiencies 
and redesign the production process to make it more efficient. At the same time, we use logistics and 
distribution strategies to improve the flow of inbound and outbound materials and finished goods. 
In addition, we are concerned with ensuring that no critical shortages in production materials occur 
during our manufacturing process, so we design a supply system that ensures on-time deliveries. 
Finally, we must attend to critical downstream processes as part of our customer management, 
including warehousing for the storage of finished goods until orders arrive or transportation to the 
construction site can be arranged. Overall, Figure 1.8 demonstrates the complexity of supply chain 
and operations management through identifying the variety of critical interfaces organizations must 
address. These challenges range from horizontal supply chain issues related to upstream and down-
stream activities, as well as to the more fully integrated, vertical processes that form a critical element 
in operations management.

Operations Interfaces in a Service Supply Chain
Let’s now look at the relationships and interfaces in a services supply chain. A service supply chain is a 
network of interconnected organizations that uses resources and transforms inputs (skills and knowledge) 
into services.16

Figure 1.9 represents a service supply chain, showing the interfaces and relationships for an oper-
ations service delivery system. The interfaces and activities such as supplier relationship management, 
demand management, and customer relationship management are identical to those that exist in a 
product supply chain. The only significant differences are the overlapping ovals that indicate direct 
interaction between the service provider and the customer because the service is provided and con-
sumed simultaneously. An electrical power service provider’s supply chain might look like the one 
shown in Figure 1.9. The electrical service provider would purchase fuel (coal, oil, or natural gas) 
from a supplier of fuel sources. The company would then convert the fuel energy into electric power 
for transmission to the consumer.

Service businesses are a rapidly growing (and, indeed, dominant) sector of many western European 
and North American economies. Throughout this text, we describe their operations and incorporate 
service firms into our discussions of operations management and supply chains.
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FIGURE 1.9: Standard Service Supply Chain Model

Supplier 
management: a 
business process that 
enables a company to 
identify and select the 
best possible suppliers 
and negotiate the best 
possible prices for the 
resources it purchases 
from them

Technology 
management: the 
process of continuously 
looking for ways to 
improve the design of 
facilities and engineering 
of processes to make 
production more efficient

Service support: the 
process of interfacing 
with suppliers that 
provide the company 
with support

Customer 
management: the 
process of interfacing 
with individuals or 
companies that buy and 
use finished products SOURCE: Baltacioglu, T., Ada, E., Kaplan, M., Yurt, O., & Kaplan C. (2007). A new framework for service supply chains. Services Industry Journal, 27.


