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Figure 2.7 presents a decision-making framework for formulating a supply chain strategy.23

A key decision that firms should make is how to structure their supply chains. For example, Dell’s 
decision to sell its computers directly to consumers or Cisco’s (Cisco Systems, Inc., San Jose, CA) 
decision to outsource its component manufacturing and assembly to outside contractors reflects how 
these two companies have broadly defined their supply chain structures. In addition, a firm’s supply 
chain strategy also determines the types of transportation to be used, the type and number of oper-
ating facilities (including manufacturing plants, warehouse, and distribution centers), and inventory 
and information flows. Toyota’s decision to build and operate production facilities in each of its major 
markets is an element of its supply chain strategy.24

Strategic fit, which we talked about earlier in the chapter when we discussed operations strategies, 
is equally applicable to supply chain strategies. Like its operations strategy, a firm’s supply chain strat-
egy should be aligned with and support the firm’s overall corporate strategy. For example, suppose 
the competitive strategy of a firm is to provide a large variety of customized products quickly to its 
customers. Yet, to keep shipping costs low, the company uses inexpensive but slower modes of trans-
portation, such as rail, or tries to achieve transportation economies by consolidating orders together 
for shipment. By using this approach, the corporate strategy of quick delivery to customers will not be 
achieved because delays are likely. The end result will be dissatisfied customers and the loss of those 
customers to competitors.

There are three successive steps that a company can follow to achieve a strategic fit:25

1.	 Firms need to know their customers and the uncertainties associated with their supply chains.
A firm must make every effort to understand thoroughly the needs of its customers in its target
markets. The firm should then assess the uncertainties in its supply chain in satisfying these
needs. The uncertainties may arise from unpredictable demand, unexpected delays, and disrup-
tions in the supply chain. The supply chain must be adequately prepared to respond to these
uncertainties. That is, just as they need strategies for managing operational risks, firms also
should be prepared to manage the risks related to their supply chains. See Case Study 2.1 at the
end of the chapter for an example.

2.	 Firms need to know the capabilities of their supply chains. Different supply chains have differ-
ent structures. Some supply chains are designed to be efficient (emphasizing low cost), whereas
others are designed to be more responsive. Understanding your supply chain’s capabilities can
help the firm formulate viable alternatives to respond to supply chain uncertainties.

3.	 Firms need to achieve a strategic fit. If there is a mismatch between the supply chain’s capabilities
and the needs of customers, the firm has to either restructure the supply chain to support the
competitive strategy or change its competitive strategy so there’s a strategic fit between the two.
Thus, a supply strategy should not only be in alignment with the firm’s other strategies, but also
it should be in alignment with the strategies of its supply chain partners. Moreover, supply chain
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FIGURE 2.7: Decision Framework for Formulating a Supply Chain Strategy

SOURCE: Adapted from p. 47 of Chopra, S., & Meindl, P. (2007). Supply chain management (3rd ed.). New York, NY: Pearson-Prentice-Hall.


