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 Chapter 2: Literature Review  

2.1 Introduction 

This literature review help readers to understand some general concepts in SCM and 

how IT can help to improve SC efficiency by integrating information systems across 

multiple organizations and SC partners. It also review relevant literature related to the 

research questions and includes the benefits of use of IT in SCM, the factors affecting 

the IT implementation in SCM, and factors influencing for overall IT adaptation. This 

chapter has been divided into six segments namely SCM concepts, objectives of IT in 

SCM, practical benefits of IT in SCM, barriers and benefits of use of IT in SCM, and 

How significant is IT in SCM in ceramic tile industry. 

 Prior to 1980s the information flow between functional areas within an organization 

and between supply chain members organizations were paper based. The paper based 

transaction and communication is generally slow. During this period, information was 

often over looked as a critical competitive resource because its value to supply chain 

members was not clearly understood. IT infrastructure capabilities provide a 

competitive positioning of business initiatives like cycle time reduction, implementing 

redesigned cross-functional processes. Several leading firms in Sri Lanka have 

already adopted IT in SCM.  

2.2 What is SCM? 

SCM is the 21st century operations strategy to achieve the organization's 

competitiveness. Companies are trying to find ways of improving its flexibility and 

responsiveness and competitiveness, by changing their operational strategies, methods 

and technologies, including SCM concepts and the implementation of IT 

(Gunasekaran and Ngai 2004, 269-295). However, author’s objective is to review the 

literature in identifying the benefits, barriers and influencing factors of IT 

implementation and its adoption to SCM. 

The SCM has been defined in different perspectives by different authors. Following 

are a few definitions of SCM. 
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Figure 2-1: SCM integration and managing business process across SC. 

Source: Lambert Cooper and Pagh (1998, 65-93). 

 

• “SCM is defined as the integration of key business processes from end user 

through original suppliers that provides products, services, and information 

that add value for customers and other stakeholders” (Lambert & Pagh 1998, 

65-93). 

• SCM is a “Process that integrates co-ordinates and controls the movement of 

materials, finished inventory and related information; from suppliers through 

companies; to meet consumer requirements”. 

• SCM can be defined as "a set of approaches utilized to efficiently integrate 

suppliers, manufacturers, warehouses and stores, so that merchandise is 

produced and distributed at the right quantities, to the right locations, and at 

the right time, in order to minimize system-wide costs while satisfying service 

level requirements"( Simchi-Levi et al. 2000).  
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These definitions lead to several observations 

• SCM takes into consideration every facility that has an impact on cost and 

plays a role in making the product conform to customer requirements: from 

supplier and manufacturing facilities through warehouse and distribution 

centers to retailer and stores. In some SCs, it is necessary to account for the 

suppliers’ supplier and the customers’ customers because they have an impact 

on SC performances. 

• The objective of the SCM is to be efficient and cost-effective across the entire 

system; total system wide cost, from transportation and distribution to 

inventories of raw materials, WIP and finished goods, are to be minimized. It 

is not simply minimizing transportation cost or reducing inventories but, 

rather, on taking a system approach to SCM. 

• SCM revolves around efficient integration of suppliers, manufacturers, 

warehouses, and stores; it encompasses the firm’s activities at many levels, 

from the strategic level through the tactical to the operational level. 

During the 1990s, companies increasingly operated at a global level resulting in 

intense competition. The fierce competition on the global market forced companies to 

engage in opportunities for cost reduction. However, after many years of reducing 

costs in manufacturing operations through strategies like Just- In-Time 

manufacturing, lean manufacturing, kaizen, total quality management, and many 

others, the point was reached in the late 1980s that almost no further cost savings 

could be realized in the manufacturing operations. Gradually, companies became 

aware of the fact that the effective management of the entire supply chain would be 

the next step they had to take in order to reduce their costs, improve their customer 

service levels and ultimately increase their market share and products (Simchi-Levi, 

Kaminsky and Simchi-Levi 2003). This was the start of SCM.  

Soon after its emergence, SCM became very popular, both in the business world as in 

the scientific community. Many companies started supply chain improvement 

projects. The majority of these projects were characterized by an important role for 

information technology systems, e.g. Electronic Data Interchange (EDI), Enterprise 

Resources Planning (ERP) systems, etc. Also, software companies spent considerable 
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efforts to develop and implement advanced system, e.g. e-commerce applications, 

Advanced Planning Systems (APS), etc. The ERP, CRM and SCM are also an 

important component of extended enterprise applications. SCM serves as the back-end 

application by linking suppliers, manufacturers, distributors, and resellers in a 

cohesive production and distribution network. Beyond the pervasive adoption of ERP 

systems, which aim to facilitate internal operations and to increase productivity, firms 

are generating explosive demand for SCM applications (Chou, Tan and Yen 2004, 

338-39).It is questionable, however, whether many companies were able to realize the 

goals of integrated control of the entire supply chain. According to the author’s 

opinion, a lot of companies were not able to effectively implement the IT solutions for 

SCM into their day-to-day operations. Author in this dissertation realized that many 

opportunities are not taken and considerable improvements can be realized if 

companies would take full leverage of the potential of IT in SCM.  

2.3 Objectives of IT in SCM 

There were many research papers that deal with IT in SCM. Gunasekaran and Ngai 

(2004, 269-295) have expressed that it is impossible to achieve an effective SCM 

without IT. The author believes that everybody will agree with that statement since 

customers and suppliers in supply chain are located all over the country as well as all 

over the world. Only IT can facilitate for effective coordination, control and 

integration among the SC partners. In a supply chain, it is essential to integrate SC 

process both internal and external to the organization. Many researchers discuss 

similar objectives in different point of views. According to Simchi-Levie t al (2003) 

the objectives of using/integrating IT in SCM are as follows 

• Providing information accessibility, availability and visibility 

• Enabling single point of contact of data 

• Allowing decisions based on total supply chain information 

• Enabling collaborations with supply chain partners 

The above objectives are to reduce overall costs, minimize lead time, minimize 

inventory levels and improve service level and streamline goods and information 

flows.  
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According to the finding of the survey study of Tummala, Phillips and Johnson (2006, 

179-192), improving inventory, lead times and customer satisfaction, reducing cost of 

operations, increasing flexibility and cross-functional communication, and remaining 

competitive appear to be the most important objectives to implement SCM strategies.  

Furthermore, Gunasekaran and Ngai (2004, 269-295) stated that IT has become a vital 

factor in streamlining and improving operations and supply chain partnerships across 

the industry in the global context. Partnership in a supply chain helps the various 

providers, enterprises and customers to meet the demand and supply more effectively 

than working alone. The author believed that most of the organizations are aware of 

benefits of such partnership in SC. However, the association promises mutual benefit 

to both partners, the benefits are rarely realized due to the inability to overcome 

corporate differences in interest. The lack of information sharing and a tendency 

toward local optimization are the main reasons for the low overall performance of the 

chain.  

2.4 Practical Benefits of IT in SCM 

In the literature, there are many theoretical papers which have addressed the various 

benefits of IT in SCM. For example, Levary (2000, 24-30) suggests that IT in SCM 

aims to reduce cycle time, minimize the bullwhip effect, reduce inventory, and 

improving the efficiency of distribution channels. There are many research papers 

also presenting the empirical findings on the benefits of IT in SCM. However, the 

findings of some of the research papers are doubtful in general terms due to narrowed 

down research areas and the limitation of focus of the discussions. However, the 

findings of in-depth case studies present what practical benefits they have achieved 

through IT in SCM. 

Case study of Amazon.com 

Amazon.com case study is a good article to read and understand the practical benefits 

of IT in SCM. In 2003, Amazon has made net profits amounting to 0.7%. Although it 

is not impressive, it is an important milestone for the company that works with large 

losses in each year since its inception as an online bookstore in 1995. Healthy net 

profit of 8.5% and 4.2% were reported after the 2004 and 2005, respectively. One of 
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the keys to achieving profitability was restructuring of the supply chain. The first 

Amazon was trying to implement pure pull system without the use of storage space. 

Internet seemed to pave the way for this mode of operation. Most of the Amazon’s 

books came from the wholesaler Ingram Book Group. Ingram supported stocks, but 

received a significant amount of sales revenue in return. In addition, Amazon total 

inventory Ingram with other booksellers, which leads to costly stock-outs during peak 

periods such as holidays (Simchi-Levi, Kaminsky and Simchi-Levi 2003). 

Auramo, Kauremaa and Tanskanen (2005, 82-100) have presented results of empirical 

studies based on 48 companies & 18 in-depth case studies in Finland. A survey has 

been conducted by the authors to identify what IT solutions companies have been 

implemented in SCM. In-depth case studies have been used to identify the 

mechanisms for achieving practical benefits of IT in SCM. Based on the empirical 

studies the following five propositions are presented on the use and benefits of IT in 

SCM. 

• Successful companies have developed focused e-business solutions for 

improving customer service elements that are most important in their business. 

• Improved efficiency allows company personnel to focus more on critical 

business activities. 

• The use of e-business solutions improves information quality.  

• e-business solutions support planning collaboration and improved agility of 

the supply network. 

• To gain strategic benefits, the use of IT has to be coupled with process 

redesign 

Case study of Dell Computers 

Dell case study is another good example to understand what practical benefits have 

they achieved by using IT in SCM. Dell Computer has been found by Michael Dell in 

1984 with a simple concept that was to sell computer systems directly to customers. 

Dell could understand their needs and provided effective solutions in the most 

effective way in meeting those requirements. This concept eliminates retailers and it 

can distribute computers much faster than the indirect distribution channels. Dell 
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achieved a great innovation in SCM by adopting a direct sales model in demand-

driven supply chain in which the traditional construction approach to equity is 

replaced by a build-to-order model. With the new model, Dell has managed to reduce 

inventory, cut costs and reduce production cycles. Dell has expanded its Just in Time 

(JIT) practices to the entire supply chain partners by integrating activities of suppliers 

to the Dell’s operation (Zacharia 2001). 

Dell is constantly improving their efficiency with collaboration of global suppliers. 

The Dell’s valuechain.dell.com is the heart of its success. Dell.com provides a 

pipeline for exchanging information in real time between Dell Company and its 

suppliers. Dell's ability to enhance collaboration with suppliers on the Web has paid 

off. Use valuechain.dell.com, the company has spent about $ 26.4 billion on 

worldwide procurement of direct materials and $ 800 million on the outbound 

logistics (Lewis 2001b). 

Dell Computers has experienced a recent slowdown in economic growth since March 

2000. This phenomenon was the result of "super-efficient Dell's supply chain", as 

described by Dick L. Hunter, corporate vice president of Dell, which oversees the 

SCM Corporation Dell (Zacharia 2001). History of success Dell has demonstrated a 

real case of the effective integration of SCM and the Internet. 

Case study of CISCO 

Cisco is another good case study to learn what practical benefits have they achieved 

with use of IT in SCM. Cisco has been founded in 1984 by a group of computer 

scientists in Stanford. In 1985, the company started a customer support site through 

which customers could download software over FTP (file transfer protocol) and 

through e-mails. In 1990, Cisco installed an errors report database on its site. In 1991,  

By 1995, Cisco has introduced an application for selling products and services on its 

website. In 1996, the company has introduced a new Internet initiative called the 

‘Networked Strategy’ to leverage its network for fostering interactive relationships 

with customers, partners, suppliers and employees. The company has wanted to 

ensure enhanced customer satisfaction through on-line order entry and configuration. 

The orders entry information flows through the Cisco’s supply chain network, which 

consisted of supplies, manufactures, company employees, distributors, retailers and 
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customers. All the supply chain partners could see the order information as well as 

production schedule which was connected to the Cisco’s ERP system. This business 

model has aimed at enabling Cisco’s contract manufactures to start production built-

to-order product within 15 minutes of receiving an order. With this initiative, Cisco 

could achieve on-time order delivery, reduction in inventories, labour cost and 

shipping expenses. Finally, Cisco has saved 12 million dollars annually through direct 

order fulfillment. (Nukund 2002) 

In August 1996, Cisco launched an Internet based on-line order placement system, 

which connected to its ERP system. In 1997, Cisco has introduced a dial-in system, 

which allowed to customers to place the orders from their desktops without accessing 

the Internet. In the same year, Cisco has introduced a customized business application 

that linking with Cisco’s internal system, for its large customers in their supply chain 

(Nukund 2002). 

End of the year 2000, over 75% of orders have been placed over the Internet. Cisco’s 

net sale has increased from $ 2 billion in 1995 to $ 9 billion in 1998. An operational 

profit has increased from $ 710 million in 1999 to $ 1.2 billion in 2000 (Nukund 

2002). 

In late 2000, Cisco began taking step to work on an ‘e-Hub’ remedial program.  

According to the Cisco source, e-Hub was expected to eliminate the need for human 

intervention and automate the information flow between Cisco, its manufacturing 

partners and its component suppliers. However, work on e-Hub fell behind the 

schedule due to its complexity and the cost involved. End of 2001, Cisco could link 

60 contractors and suppliers. Figure x2 shows the key values of Cisco’s value chain 

(Nukund 2002). 

Currently, Cisco has one of the most complex supply chains in the IT industry, with 

more than 600 suppliers and some 50,000 purchased parts supporting almost 200 

product families. Their partners provide electronic manufacturing, test, design, 

transportation, logistics, and other services. With this breadth of supply and critical 

fabrication partners, managing supplier relationships is a complex, demanding, and 

ongoing process (Cisco's Supply Chain n.d.). 
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2.5 The Factors Affecting to IT adoption for SCM 

Lai, Wong and Cheng (2006, 93-98) have discussed in the article that the institutional 

isomorphic processes that influence the IT adoption for SC, which helps managers to 

understand the advantages and disadvantages of different types of institutional 

processes isomorphic occurring during the IT adoption to improve management of 

their SC. For example, one company is responsible for its IT adoption to meet the 

requirements of the dominant firm in the SC. In the meantime, the company can act as 

an initiator in the institutional process derivative isomorphic to influence SC partners, 

who are not participating in the SC of the dominant firm. The challenge is to make 

their business partners to realize the benefits of adopting IT to motivate the diffusion 

of IT in their SC. The problem in Sri Lankan context, limitation of having institutional 

isomorphic process, that impacts to diffusion of IT in SC. 

Ramdani, Kawalek and Lorenzo (2009, 1-24) discuss about the factors that 

influencing for adoption of Enterprise Systems (ES) such as Enterprise Resources 

Planning (ERP) systems, Customer Relationship Management (CRM) systems, SCM, 

and e-procurement systems. They basically focused on three main factors, 

technological factors, organizational factors and environmental factors. However, 

their findings are different from what the literature states, Small Medium Enterprises 

(SME) are more influenced by technological factors and organizational factors than 

the environmental factor in their adoption of Enterprise Systems. The author can 

predict that SMEs with an advantage of greater perceived relative, a greater ability to 

experiment with ES before its adoption, greater senior management support, a greater 

organizational capacity and more large are more likely to become followers of ES. 

Although this research focused on the factors that influence SMEs’ adoption of a set 

of enterprise systems, it has not been clearly differentiated factors that influence each 

system (i.e. ERP system, CRM system, SCM system and e-procurement). 

In this study, there are about 16 research articles reviewed to understand the factors 

that influence the IT adoption for SCM and the barriers that inhibit IT adoption for 

SCM. The results of these research articles highlight a number of major factors for IT 

adoption. Table 2.1 shows the literature summary of the factors that affect IT adoption 

in SCM. 



22 

 

Table 2-1: A summary of factors affecting IT adoption derived from literature 

Findings (Influencing factors / Barriers) References 

1 The best predictors of individual 

• Perceived Usefulness 
• Top Management Support 
• Computer Experience 
• Behavioral Intention 
• User Support  

 
The best predictors of organizations 

• Top Management Support 
• External Pressure 
• Professionalism of the IS Unit 
• External Information Sources 
 

Jeyaraj, Rottman and 
Lacity (2006) 

2 The factors influencing SMEs’ adoption of Enterprise 
Systems 

• Technological factors 
• Organizational factors  
• Environmental factors 

 
Moreover, the results indicate that firms with 
following characteristics are predicted to become 
adopters of enterprise systems. 

• Greater perceived relative advantage 
• Greater ability to experiment with these systems 

before adoption 
• Greater top management support 
• Greater organizational readiness  
• Larger size  
 

Ramdani, Kawalek 
and Lorenzo (2009, 
1-24) 

3 The factors proposed as determinants of e-commerce 
adoption 

• Perceived usefulness 
• Perceived ease of use 
• Compatibility 
• External pressure 

 
These results corroborate the TAM model in the sense 
that perceived usefulness and perceived ease of use 
turned out to be the most influential factors of e-
commerce adoption as perceived by top managers of 
SMEs.  

Elizabeth, Grandona 
and Pearsonb (2004) 
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4 The perceived benefits of SCM to SMEs 

• Improve customer responsiveness 
• Improve supply chain communications 
• Reduction in risk 
• Reduction in product development cycle time 

processes 
• Reduction in the duplication of inter-

organizational processes 
• Reduction in inventory 
• Introduction and/or improvement of electronic 

trading 
 

Barriers to SCM 

• Lack of skilled individuals 
• Lack of power in the supply chain 
• Other competing initiatives 
• Lack of experience 
• Doubts of benefits 
• Lack of interest through the supply chain to 

participate 
• Lack of trust among supply chain members 
• Geographical distance 

 

Meehan and Muir 
(2008) 

5 Barriers for achieving world class SC alignment 

• Inadequate information sharing 
• Poor/conflicting measurement 
• Inconsistent operating goals 
• Organizational culture & structure 
• Resistance to change 
• lack of trust 
• Poor alliance management practices 
• Lack of SC vision/understanding 
• Lack of managerial commitment 
• Constrained resources 
 

Fawcett and Magnan 
(2001) 

6 The barriers inhibiting the practice of SCM 

• Business types 
• Business size 
• Partnership with suppliers 
• Limited expertise 
• Management commitment 
• Understanding of SCM 
• Supported technologies 
• Customer satisfaction 

 

Rahman et al. (2008) 
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7 Behavioural factors that are most influential on 
business process integration in SCM 

• Continuity 
• Communication 
• The degree of trust 
• Power 

 

Wann-Yih et al. 
(2004) 

8 The influencing factors for SC technology adoption 

• Organizational structure,  
• Organizational size  
• Supply chain member pressure 
 

Kamaruddin and 
Udin (2009) 

9 Barriers for IT-enablement of supply chains 

• Disparity in trading partners’ capability 
• Resistance to change to IT-enabled SCM 
• Low level of supply chain integration 
• Threats of information security 
• Lack of trust in supply chain linkage 
• Fear of information system breakdown 
• Low priority by the management 
• Fear of supply chain breakdown 
• Lack of funds 
• Poor IT infrastructure facilities 
• Lack of awareness about use of IT in supply chain 
 

Jharkharia and 
Shankar (2005) 

10 Major barriers for effective SCM 

• Technology 
• Information systems 
• Measurement systems 
• people issues – such as culture, trust, aversion to 

change, and willingness to collaborate 
 

Fawcett, Magnan 
and McCarter (2008) 

11 Internal barriers for adoption of ICT and e-commerce 

• Owner manager Characteristics 
• Firm Characteristics 
• Cost & Return on Investment 
External barriers for adoption of ICT and e-commerce 

• Infrastructure 
• Social & Cultural 
• Political 
• Legal & Regulatory 

Kapurubandara and 
Lawson (2008) 
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12 Main three influencing factors for the level of IS/IT 
adoption 

• Organizational Competences in IS/IT 
• Top management supports the development of 

S/IT capabilities 
• Understands the IS/IT needs of the business 

 

Other factors 

• Availability of financial resources in the firm 
• Users' qualifications 
• Quality of the software available in the market 
• Quality of IS/IT external expertise and services 

available 
• Type of IS/IT to be implemented 
• The time of IS/IT adoption 
• User attitudes 
• IS/IT vendors’ support 
• Business pressure to adopt IS/IT 

Caldeira and Ward 
(2001) 

13 Owner/Manager Characteristics for inhibiting 
technology adoption 

• Perceived benefits 
• Computer literacy 
• Assertiveness 
• Perceived control 
• Subjective norm 
 

Firm Characteristics for inhibiting technology 
adoption 

• Organizational readiness 
• External pressure to adopt 
• Customer/supplier dependency 
• Structural sophistication of the firm 
• Size, sector, status 
• Information intensity 

Akkeren and 
Cavaye (1999) 

14 Internal & external driving factors for levels of IT 
adoption 

• Market and Customer (Business Network Linkage) 
• Network Position of a Supply Chain 
• Product Life Cycle (Industries) 
• Firm Size (Resource) 
• Perceived Benefits (Believes in IS 

implementation) 
• System Support Readiness 

Wang, Chang and 
Heng (2004) 
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15 Results reveal that top management support and 
training are positively related to user satisfaction, 
while perceived complexity of ERP and competitive 
pressure show a negative relationship.  
 

Innovative characteristics for implementing of ERP 
systems 

• Technical capability 
• Perceived complexity 
• Business process reengineering 
 

Organizational characteristics for implementing of 
ERP systems 

• Top management support 
• Objectives consensus 
• Training 
 

Environmental characteristics for implementing of 
ERP systems 

• Competitive pressure 

Bradford and 
Florin (2003) 

16 Stakeholders characteristics for adoption and diffusion 
of e-business systems  

• Customers & Suppliers 
• IT Product Vendors 
• Systems Integrators 
• Internal IS 
• Organizations 

 
Organizational factors for adoption and diffusion of e-
business systems  

• Organizational culture 
• Company size & Industry type 
• IT infrastructure 
• IT skill set 
 

IT Standards characteristics for adoption and diffusion 
of e-business systems  

• Relative advantage 
• Compatibility 
• Complexity 

 

Chen (2003) 



27 

 

2.6 SCM in Sri Lankan Context 

Compared to the SCM in global context, there are a few research publications in 

relation to the Sri Lankan context.  In Sri Lanka one research has been conducted to 

determine the functions of vegetable SCs of supermarkets (Perera, Kodithuwakku and 

Weerahewa 2004). This study has aimed to fill this gap while ascertaining whether the 

emergence of supermarkets has created vegetable SCs that are different from existing 

traditional SCs and if so, to examine whether such alternative SCs are comparatively 

more efficient and effective. SCM practicing industries are very limited in Sri Lanka. 

However, some of supermarkets in Sri Lanka engage in moving with fruits & 

vegetable SCs to optimize their efficiency & effectiveness (Perera, Kodithuwakku and 

Weerahewa 2004). 

2.7 How Significant is IT in SCM for Ceramic Tiles Industry? 

Ceramic tile manufacturing is an energy intensive industry, therefore the increase in 

fuel prices have a direct impact on the cost of production. Figure 2.3 shows how 

energy sensitive the tile manufacturing process. According to the Figure 2.3, the 

major cost component is energy cost which is 40% of total direct cost. Further, 

logistics cost increased with the increases in fuel prices. Trucking charges for both 

local and imported raw materials increased resulting in higher raw material cost. 

Handling and delivery cost of finished products increased with the increase in fuel 

prices. Increases in exchange rates also have negatively impacts on imported raw 

material cost and consequently the cost of manufacturing ceramic tiles. Therefore, the 

efficiency of each function plays a major role to control its cost of production and 

hence justifies the use of IT to improve its efficiency. 
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Figure 2-2: Cost breakdown of manufacturing floor tile 

Source : Company-B, Budget report year 2008/09 

Further, this Figure 2-2 shows the cost breakdown of manufacturing floor tiles in Sri 

Lankan context. 34% of total cost is contributed by Kerosene oil and LP gas. The cost 

of body material is shown as 9% of total cost because 90% of the body material such 

as Kaolin, Feldspar, Dolomite, ball clay and silica sand are locally available at a very 

reasonable cost. Glaze materials are imported items, nearly 80% of glaze materials 

import from Italy. Further, it shows lowest and inexpensive part is direct labour. 

When comparing of average selling prices of imported floor tiles and locally produced 

tiles, the local tile prices are comparatively higher than the imported tile prices. 

Therefore, it is important to evaluate the cost addition activities in SC process and 

search how to minimize those by using IT in an effective way.  

The operations in tiles industry have been distributed in many geographical locations 

in Sri Lanka. However, the procurement activities in each company are taking place in 

centralized locations. There are about over 200 local and foreign direct material 

suppliers supplying goods and services to the industry. There are about 10,000 

different items including raw materials, packing materials, consumables and spare 

parts in tile production. Currently, each company has their own inventory and 

procurement activities. There are some cases that companies borrow raw materials 

from each other and place the combined purchase orders to minimize logistic cost. 

But there is no IT facility to share information among the associate companies. The 

same local and foreign suppliers supply raw materials and spare parts to all tiles 

manufactures in Sri Lanka. Company has only limited staff members in supply 
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department to manage all procurement activities. However, effective use of IT can 

help to do corporative procurement management. 

Each company has many product manufacturing plants and raw material warehouses 

in different geographical areas. As an example, LWPLC has two factories in Meepe 

and Balangoda. RCLPLC has two factories in Ehaliyagoda & Horana. Therefore, IT is 

very important to integrate and coordinate the supply chain functions to improve its 

efficiency. 

In ceramic tile manufacturing industry, all the first tier suppliers are local suppliers 

and all Raw materials are bulk natural materials. Ball clay, feldspar, silica sand and 

kaolin are some examples of such Raw materials.  With the past experience, it was 

highlighted that the performance levels of every supplier was poor and it strongly 

affected manufacturers in managing the inventories in the manufacturing process. 

Managing inventory in the SC is critical to ensure higher customer service levels. 

However, it is also a very costly asset to maintain. Having the right amount of 

inventory to meet customer requirements is a critical success factor.  

As a result of present procurement environment, the companies are finding difficult to 

maintain production efficiencies due to many reasons. 

• Product quality cannot be achieved due to inferior quality of raw materials. As 

a result the sellable production yield is dropped and increases the cost of 

production. 

• Increased stoppages in the production process due to the shortages of certain 

inventory items drops production efficiency and finally increases the cost of 

production. To minimize the stoppages, company tends to maintain massive 

buffer stocks of raw materials & spare parts.  With the increased buffer stocks, 

there will be a significant increase in the stock holding cost. Figure 2-3 shows 

the trend of increase in inventory level. 
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Figure 2-3: Trend of increases in inventory level 

Source : Lanka Tiles PLC, Annual report year 2008/09 

• The industry uses 24 hours working burners (Kilns) to fire tiles at 1,200 

degrees centigrade. The burners cannot be shut it down even there is any 

shortages of raw materials.  Therefore, IT in SCM is very important to 

maintain accurate inventory and share information with suppliers for an 

uninterrupted production process and as well as to control cost of production. 

• Internal procurement cycle takes longer and it leads to delays delivery of 

goods. Further, tracking and monitoring of procurement activities in SC is too 

very difficult since it is done based on manual methods. 

• Material requirement planning is a critical process since 40 to 50 different 

types of raw materials are used to produce one tile type and about 60 different 

tile types are produced in a month. The manual calculation of material 

requirement leads a lot of human errors and finally, it has a negative impact on 

delivery of finished goods orders. 

• Lacking of production capacity planning in tiles manufacturing industry could 

leads to drop in production efficiency and finally increases the cost of 

production significantly. 

• Each tiles company has their own showrooms and dealer/distributor network 

to deliver goods and services. Lanka Tiles and Lanka Walltile have nearly 100 
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dealer/distributors and over 500 sub dealers.  But company doesn’t have any 

IT solution to share information with members in dealer/distributor network. 

Since the companies directly approach the end customers through showrooms, 

the use of a CRM may have a greater impact in improving customer 

relationship and satisfaction. 

• Each company has different finished goods inventories in different locations.  

However, in the absence of a centralized warehouse control system such 

information is not accessible for relevant users in the network.  

• Each company uses hard documents in the document flow and it delays the 

internal approval process. Even though business units have spread everywhere, 

the approval authority is centralized according to the business process. Hence 

automation of the approval system will increase the efficiency in the SC 

process. 

2.8 Summary 

This chapter described the theoretical concepts in SCM and how IT helps in 

integrating and managing the business processes across the supply chain. According 

to the objectives of IT in SCM, it facilitates organizations to improve operational 

efficiency through better coordination and control among supply chain partners. 

Furthermore, literature reveals that many organizations such as Amozon.com, Dell, 

Cisco, etc have gained lot of benefits through IT in SCM. However, IT 

implementation and adoption for SCM is not an easy task due to several factors. The 

comprehensive literature shows the many factors that affecting to IT implementation 

and adoption for SCM in SMEs in developed countries as well as developing 

countries. Literature survey reveals that there are many factors that affect adaptation 

of IT in SCM among developing countries and as well in developed countries.  


