
G LO S S A RY

Professional Certificate in Automotive Business Strategy

Automotive Supply Chain Management

Aftermarket Parts – components produced by third‑party manufacturers for replacement or enhancement
of vehicles. Related terms: OEM, Supply Chain Resilience. Example: A dealership orders brake pads from an
independent supplier to meet a sudden demand surge. Challenges include quality control, warranty
compliance, and price competition with original manufacturers.

Advanced Planning System – software platform that integrates forecasting, production scheduling, and
inventory management across the automotive network. Related terms: ERP, MRP. Example: A tier‑1 supplier
uses APS to synchronize engine assembly with chassis delivery windows. Challenges involve data accuracy,
change‑over time, and integration with legacy systems.

Airbag Deployment Module – safety sub‑assembly that contains sensors, inflators, and control circuitry for
vehicle occupant protection. Related terms: Safety‑Critical Component, Quality Assurance. Example: A
crash‑test facility validates the timing of deployment across multiple vehicle platforms. Challenges include
strict regulatory standards, traceability, and recall risk.

Automated Guided Vehicle – mobile robot that transports parts within factories or distribution centers
without human intervention. Related terms: Material Handling, Industry 4.0. Example: A plant employs AGVs
to move stamped panels from the press line to the welding station. Challenges consist of navigation
reliability, integration with existing workflows, and capital cost.

Backorder Management – process of handling customer orders when inventory is insufficient, including
communication, prioritization, and replenishment planning. Related terms: Lead Time, Customer Service.
Example: A dealership informs a buyer of a delayed engine delivery and offers a loaner vehicle. Challenges
include maintaining customer satisfaction while minimizing excess inventory.

Barcoding and RFID – technologies for uniquely identifying parts, pallets, or containers to enable real‑time
tracking. Related terms: Traceability, Warehouse Management System. Example: A supplier tags each battery
pack with an RFID tag that updates the central database upon receipt at the assembly plant. Challenges
involve tag cost, signal interference, and data integration.

Batch Production – manufacturing approach where a set quantity of identical items is produced before
switching to a different product. Related terms: Lot Size, Changeover. Example: A paint shop runs a batch of
500 identical door panels before re‑configuring for a new color. Challenges include setup time, inventory
holding, and demand variability.

Benchmarking – systematic comparison of a company’s processes and performance against industry best
practices. Related terms: Continuous Improvement, KPIs. Example: A tier‑2 supplier evaluates its logistics
costs against a leading competitor’s metrics. Challenges include data availability, relevance of metrics, and
cultural resistance.
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Bill of Materials (BOM) – hierarchical list of all components, sub‑assemblies, and raw materials required to
build a finished vehicle. Related terms: Product Structure, Engineering Change Order. Example: The
engineering team updates the BOM to include a new infotainment module. Challenges include maintaining
accuracy, handling multiple variants, and synchronizing with production planning.

Blanket Purchase Order – long‑term agreement that sets price and terms for recurring purchases of a
specific material without specifying exact quantities. Related terms: Contract Management, Supplier
Relationship. Example: A plant secures a blanket PO for steel coils to lock in pricing for the next fiscal year.
Challenges involve demand forecasting, price fluctuation, and contract compliance.

Break‑Even Analysis – financial calculation that determines the volume at which total costs equal total
revenues. Related terms: Cost Structure, Margin. Example: A component maker calculates the break‑even
point for a new low‑cost gearbox. Challenges include variable cost estimation, market volatility, and
fixed‑cost allocation.

Buffer Stock – extra inventory held to protect against demand spikes or supply disruptions. Related terms:
Safety Stock, Inventory Optimization. Example: A logistics hub maintains buffer stock of shock absorbers to
cover a supplier’s lead‑time variability. Challenges include carrying cost, obsolescence risk, and accurate
buffer sizing.

Business Continuity Planning – strategy to ensure critical supply‑chain functions can continue during
emergencies or disruptions. Related terms: Risk Management, Disaster Recovery. Example: An OEM
develops a contingency plan for a pandemic‑induced plant shutdown. Challenges involve scenario selection,
resource allocation, and communication protocols.

Capacity Planning – process of determining the production capability needed to meet future demand.
Related terms: Utilization, Forecast Accuracy. Example: A stamping facility evaluates whether to add a third
press line to meet a new model’s volume. Challenges include capital investment, labor constraints, and
demand uncertainty.

Carbon Footprint – total greenhouse‑gas emissions associated with a product’s lifecycle, from raw material
extraction to disposal. Related terms: Sustainability, Lifecycle Assessment. Example: A supplier reports the
carbon footprint of its aluminum casting process to meet OEM sustainability targets. Challenges include
data collection, scope definition, and regulatory compliance.

Cause‑Effect Diagram – visual tool (often called a fishbone diagram) used to identify root causes of a
problem. Related terms: Root‑Cause Analysis, Continuous Improvement. Example: A quality engineer uses a
cause‑effect diagram to investigate a high defect rate in door seals. Challenges involve team participation,
data availability, and bias mitigation.

Channel Management – coordination of distribution pathways from manufacturers to end customers,
including dealerships, wholesalers, and e‑commerce platforms. Related terms: Omnichannel, Dealer
Network. Example: An OEM aligns its channel strategy to support direct‑to‑consumer sales alongside
traditional dealer outlets. Challenges include pricing consistency, inventory visibility, and channel conflict.
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Changeover Time – duration required to switch a production line from one product or variant to another.
Related terms: Setup Reduction, Lean Manufacturing. Example: Reducing changeover time on a paint line
enables the plant to produce smaller batches of customized colors. Challenges include equipment
constraints, workforce training, and process stability.

Closed‑Loop Supply Chain – system that recovers, refurbishes, or recycles end‑of‑life products and returns
them to the value chain. Related terms: Reverse Logistics, Circular Economy. Example: A manufacturer
collects used batteries, refurbishes them, and sells them as certified pre‑owned units. Challenges involve
collection logistics, quality assurance, and regulatory compliance.

Collaboration Platform – digital environment that enables multiple partners to share data, plans, and
forecasts in real time. Related terms: PLM, Cloud Computing. Example: An OEM and its tier‑1 supplier use a
cloud‑based portal to synchronize production schedules. Challenges include data security, user adoption,
and integration with legacy ERP systems.

Component Consolidation – strategy of reducing the number of distinct parts used across multiple vehicle
models. Related terms: Platform Strategy, Cost Reduction. Example: A manufacturer standardizes the same
headlamp module for three different car segments. Challenges include design compromise, performance
trade‑offs, and supplier alignment.

Consignment Inventory – stock owned by the supplier but stored at the customer’s location until usage,
reducing the buyer’s working capital requirement. Related terms: Vendor Managed Inventory, Inventory
Financing. Example: A parts distributor places a consignment bin of filters at a dealership, billing only for
units withdrawn. Challenges involve ownership tracking, replenishment accuracy, and contract enforcement.

Continuous Flow – production methodology where each operation moves items to the next step without
waiting, minimizing work‑in‑process inventory. Related terms: Takt Time, Lean Manufacturing. Example: An
engine assembly line operates in a continuous flow, delivering one completed unit every 90 seconds.
Challenges include line balancing, equipment reliability, and demand variability.

Cross‑Docking – logistics practice of unloading inbound shipments and immediately loading them onto
outbound trucks, bypassing storage. Related terms: Distribution Center, Transit Time. Example: A regional
hub receives bulk‑loaded chassis frames and cross‑docks them to local dealers within hours. Challenges
include precise scheduling, handling complexity, and inventory visibility.

Customer‑Driven Forecasting – demand planning method that incorporates direct input from
end‑customers or dealers into the forecast model. Related terms: Collaborative Planning, Demand Sensing.
Example: A dealer network submits weekly sales projections that the OEM uses to adjust production runs.
Challenges involve data reliability, forecast bias, and timely data exchange.

Decarbonization Roadmap – strategic plan outlining steps to reduce carbon emissions across the supply
chain. Related terms: Net‑Zero, Sustainability Targets. Example: An OEM commits to sourcing 100 %
renewable electricity for its European plants by 2035. Challenges include technology selection, cost
implications, and supplier engagement.
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Demand Forecasting – statistical and qualitative techniques used to predict future product requirements.
Related terms: Time Series Analysis, Machine Learning. Example: Seasonal ARIMA models project the need
for winter tires based on historical sales and weather patterns. Challenges include data quality, demand
volatility, and the bullwhip effect.

Discrete Manufacturing – production of distinct, countable items such as individual vehicle components, as
opposed to continuous processes. Related terms: Batch Production, Assembly Line. Example: A stamping
shop produces discrete sheet‑metal panels that are later welded into a body. Challenges include setup time,
inventory control, and scalability.

Distribution Requirements Planning (DRP) – method for determining the timing and quantity of product
shipments to meet downstream demand. Related terms: MRP, Supply Network Optimization. Example: DRP
calculates the weekly truck loads needed to replenish dealer inventories across a territory. Challenges
involve lead‑time variability, order batching, and capacity constraints.

Dynamic Pricing – pricing strategy that adjusts rates in real time based on market conditions, inventory
levels, or competitor actions. Related terms: Revenue Management, Price Elasticity. Example: A parts
e‑commerce portal raises the price of a scarce sensor during a supply shortage. Challenges include
customer perception, regulatory limits, and pricing system integration.

E‑Procurement – electronic system for purchasing goods and services, automating requisition, approval,
and order processing. Related terms: SAP Ariba, Spend Analysis. Example: A procurement team submits a
digital purchase order for coating chemicals through an e‑procurement portal. Challenges involve supplier
onboarding, data standardization, and change management.

Economic Order Quantity (EOQ) – formula that determines the optimal order size to minimize total holding
and ordering costs. Related terms: Inventory Carrying Cost, Reorder Point. Example: Using EOQ, a parts
distributor orders 5,000 units of brake rotors each cycle. Challenges include demand variability, lead‑time
uncertainty, and quantity discounts.

Electronic Data Interchange (EDI) – standardized electronic communication protocol for exchanging
business documents such as purchase orders and invoices. Related terms: ANSI X12, AS2. Example: An OEM
sends an EDI 850 purchase order to a steel mill, which replies with an EDI 856 shipment notice. Challenges
include mapping accuracy, system compatibility, and security.

Embedded Software Supply Chain – network of vendors that provide firmware, control algorithms, and
diagnostic software for vehicle electronic control units (ECUs). Related terms: OTA Updates, Cybersecurity.
Example: A Tier‑1 supplier delivers a calibrated engine‑control software package to the OEM’s integration
plant. Challenges involve version control, validation, and intellectual‑property protection.

End‑to‑End Visibility – ability to track material and information flow from raw material source to final
delivery across all partners. Related terms: Supply Chain Control Tower, IoT. Example: A cloud dashboard
shows real‑time location of chassis shipments from the forging plant to the assembly line. Challenges
include data silos, latency, and standardization.
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Enterprise Resource Planning (ERP) – integrated software suite that manages core business processes such
as finance, procurement, and production. Related terms: SAP, Oracle. Example: An OEM implements ERP to
synchronize budgeting, material planning, and shop‑floor execution. Challenges involve implementation
cost, user training, and system customization.

Environmental, Social, and Governance (ESG) – framework for evaluating a company’s sustainability
performance and ethical impact. Related terms: CSR, Sustainability Reporting. Example: A supplier publishes
an ESG report detailing its carbon reduction initiatives and labor practices. Challenges include metric
selection, data verification, and stakeholder expectations.

Excess Inventory – surplus stock that exceeds demand forecasts, leading to higher holding costs and
potential obsolescence. Related terms: Dead Stock, Inventory Reduction. Example: A dealer holds too many
color‑specific wheels, which later must be discounted. Challenges involve demand planning accuracy,
promotion timing, and disposal costs.

Fasteners Consolidation – effort to reduce the variety of screws, bolts, and nuts used across vehicle
platforms. Related terms: Standardization, Cost Savings. Example: A manufacturer selects a single
torque‑spec bolt for both the front and rear suspension modules. Challenges include engineering
constraints, supplier capability, and tooling changes.

Fleet Management – coordination of company‑owned vehicles, including maintenance, routing, and fuel
efficiency. Related terms: Telematics, Asset Tracking. Example: A logistics firm uses GPS data to optimize
delivery routes for its fleet of trucks carrying auto parts. Challenges involve driver compliance, data privacy,
and integration with ERP.

Forecast Accuracy – metric that compares projected demand against actual sales, expressed as a percentage
error. Related terms: Mean Absolute Percentage Error (MAPE), Bias. Example: An OEM achieves 92 % forecast
accuracy for powertrain components after implementing machine‑learning models. Challenges include data
latency, promotional effects, and market volatility.

Freight Forwarder – third‑party logistics provider that arranges transportation, customs clearance, and
documentation for shipments. Related terms: NVOCC, Bill of Lading. Example: A parts exporter contracts a
freight forwarder to move steel coils from South Korea to a U.S. Plant. Challenges involve carrier selection,
cost negotiation, and compliance with trade regulations.

Full‑Truckload (FTL) – shipping mode where a trailer is filled with a single shipper’s cargo, maximizing
efficiency. Related terms: LTL, Load Optimization. Example: A supplier books an FTL service to deliver 30 tons
of castings directly to the assembly line. Challenges include route planning, load consolidation, and capacity
constraints.

Global Trade Management (GTM) – suite of tools that help companies comply with import/export
regulations, tariffs, and customs procedures. Related terms: Incoterms, Trade Compliance. Example: An OEM
uses GTM software to calculate duties for aluminum sourced from Canada. Challenges include rule changes,
classification errors, and audit readiness.
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Hybrid Vehicle Supply Chain – network that supports the production of both internal‑combustion and
electric powertrain components. Related terms: Battery Pack, Fuel Cell. Example: A plant schedules parallel
lines for gasoline engines and electric motors to meet mixed‑technology demand. Challenges involve
capacity balancing, technology expertise, and inventory segregation.

Inbound Logistics – activities related to receiving, handling, and storing raw materials and components from
suppliers. Related terms: Receiving, Warehouse Management. Example: A plant’s inbound team unloads
steel coils, inspects quality, and moves them to the storage yard. Challenges include dock congestion,
accurate documentation, and damage prevention.

Inventory Turnover – ratio that measures how many times inventory is sold or used over a period, indicating
efficiency. Related terms: Days of Inventory, Working Capital. Example: A dealership achieves an inventory
turnover of 8.5, Meaning stock is replenished roughly every 43 days. Challenges involve balancing service
levels with carrying cost.

Just‑in‑Time (JIT) – production philosophy that delivers parts exactly when needed, reducing inventory
buffers. Related terms: Lean Manufacturing, Kanban. Example: A supplier ships stamped panels to the
assembly line every hour, matching the line’s takt time. Challenges include supply‑risk exposure,
transportation reliability, and demand variability.

Kanban System – visual signaling method that triggers replenishment based on actual consumption. Related
terms: Pull Production, Lean. Example: An assembly cell uses colored cards to request additional steering
columns when the bin reaches a predefined level. Challenges involve card misplacement, communication
gaps, and over‑reliance on manual cues.

Key Performance Indicator (KPI) – quantifiable metric used to evaluate the success of a specific activity or
process. Related terms: Balanced Scorecard, Dashboard. Example: On‑time delivery rate is a KPI tracked by
an OEM to assess supplier performance. Challenges include metric relevance, data integrity, and alignment
with strategic goals.

Lean Six Sigma – methodology that combines lean waste elimination with Six Sigma’s statistical defect
reduction. Related terms: DMAIC, Value Stream Mapping. Example: A plant runs a Lean Six Sigma project to
reduce paint‑shop rework from 3 % to 1 %. Challenges involve cultural adoption, training costs, and
sustaining improvements.

Logistics Service Provider (LSP) – company that offers transportation, warehousing, and value‑added
services to manufacturers and distributors. Related terms: 3PL, 4PL. Example: An OEM outsources its
North‑American distribution to an LSP that manages regional cross‑docking hubs. Challenges include
contract management, performance monitoring, and data sharing.

Lot Size Optimization – analytical process to determine the most cost‑effective production batch quantity.
Related terms: EOQ, Setup Cost. Example: Using a cost model, a stamping plant decides to produce 1,200
panels per run rather than 2,500, reducing inventory holding. Challenges involve demand fluctuations,
equipment capacity, and changeover time.
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Machine Learning Forecasting – application of algorithms that learn patterns from historical data to predict
future demand. Related terms: AI, Predictive Analytics. Example: A supplier employs a neural network to
anticipate spikes in catalytic converter orders after new emissions regulations. Challenges include model
interpretability, data quality, and overfitting.

Make‑to‑Order (MTO) – production approach where items are manufactured only after receiving a
customer order. Related terms: Build‑to‑Stock, Customization. Example: A luxury car brand builds each
vehicle after the buyer finalizes specifications, reducing excess inventory. Challenges involve longer lead
times, supply‑chain coordination, and forecasting accuracy.

Manufacturing Execution System (MES) – software that monitors and controls shop‑floor activities, linking
ERP plans with real‑time execution. Related terms: SCADA, Digital Twin. Example: An MES records cycle
times for each engine assembly, providing immediate feedback to operators. Challenges include system
integration, data latency, and user adoption.

Material Requirements Planning (MRP) – algorithm that calculates material needs based on production
schedules, BOMs, and inventory levels. Related terms: DRP, Lot Sizing. Example: MRP generates a purchase
order for 10 tons of aluminum after the engine assembly plan calls for 500 units. Challenges involve
lead‑time accuracy, data synchronization, and change‑order handling.

Metrology – science of measurement applied to ensure parts meet dimensional tolerances. Related terms:
Coordinate Measuring Machine (CMM), Quality Control. Example: A supplier uses laser scanners to verify
the geometry of a forged crankshaft. Challenges include equipment calibration, operator skill, and
inspection throughput.

Mode Selection – decision process for choosing the most appropriate transportation method (air, sea, rail,
road). Related terms: Cost‑Benefit Analysis, Lead Time. Example: A high‑value electronic module is shipped
by air to meet a tight launch schedule, while bulk steel arrives by sea. Challenges involve capacity
constraints, cost volatility, and carbon impact.

Multi‑Echelon Inventory Optimization – technique that simultaneously manages inventory across several
supply‑chain layers to minimize total cost. Related terms: Network Design, Safety Stock. Example: An OEM
solves a multi‑echelon model to set safety stock at the regional distribution center and at the plant.
Challenges include computational complexity, demand correlation, and service‑level targets.

Net‑Zero Emissions – goal of balancing emitted greenhouse gases with an equivalent amount removed or
offset. Related terms: Carbon Neutral, Decarbonization. Example: A supplier commits to net‑zero by 2040
through renewable energy adoption and carbon‑capture projects. Challenges involve technology maturity,
investment risk, and verification standards.

Network Design – strategic planning of facility locations, transportation routes, and inventory positioning
within a supply chain. Related terms: Facility Allocation, Cost Modeling. Example: An OEM evaluates three
potential plant sites in Europe based on proximity to key suppliers and market demand. Challenges include
political risk, land costs, and future scalability.
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Order-to-Cash (O2C) – end‑to‑end process that starts with customer order receipt and ends with cash
collection. Related terms: Accounts Receivable, Invoicing. Example: A dealer places an order, the OEM ships
the vehicle, invoices the dealer, and records payment in the O2C cycle. Challenges involve order accuracy,
credit risk, and payment delays.

Outbound Logistics – activities that move finished goods from the manufacturing plant to customers or
distribution centers. Related terms: Distribution, Freight Management. Example: A plant loads completed
chassis onto trailers for delivery to regional assembly locations. Challenges include route optimization,
carrier selection, and on‑time performance.

Over‑the‑Air (OTA) Updates – wireless delivery of software patches and new features to vehicles after they
leave the factory. Related terms: Connected Car, Cybersecurity. Example: An OEM pushes a firmware fix to
improve battery management in electric vehicles. Challenges involve bandwidth constraints, verification,
and regulatory compliance.

Pareto Analysis – technique that identifies the most significant factors in a dataset, often using the 80/20
rule. Related terms: Root‑Cause Analysis, Improvement Prioritization. Example: A quality team discovers that
80 % of defects stem from three machining operations. Challenges include data collection, bias, and action
implementation.

Parts Catalog Management – process of maintaining an up‑to‑date database of part numbers, descriptions,
and compatibility information. Related terms: PLM, Aftermarket. Example: A dealer portal displays the
correct OEM part number for a specific vehicle VIN. Challenges involve data synchronization, legacy part
numbers, and regional variations.

Performance Bond – financial guarantee provided by a supplier to ensure contract fulfillment. Related terms:
Surety, Contractual Risk. Example: A tier‑1 supplier posts a performance bond to secure a multi‑year chassis
supply agreement. Challenges include bond cost, credit assessment, and claim procedures.

Petrochemical Supply Chain – network that delivers raw chemicals used for plastics, resins, and coatings in
automotive manufacturing. Related terms: Polymerization, Feedstock. Example: A plant sources
polypropylene pellets from a regional petrochemical hub for interior trim production. Challenges involve
price volatility, environmental regulations, and supply disruptions.

Phantom Inventory – virtual stock that exists in the system but not physically, often due to data errors.
Related terms: Inventory Accuracy, Cycle Count. Example: A warehouse shows 500 units of a part, yet a
physical count finds none, indicating phantom inventory. Challenges include root‑cause identification,
system reconciliation, and process controls.

Planning Horizon – time span over which supply‑chain decisions are made, ranging from short‑term
scheduling to long‑term strategic planning. Related terms: Tactical Planning, Strategic Planning. Example: An
OEM uses a 12‑month horizon for capacity expansion and a 4‑week horizon for daily production
scheduling. Challenges involve data granularity, forecast horizon alignment, and resource allocation.

Plastics Injection Molding – process that forms complex interior and exterior components by injecting
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molten plastic into a mold. Related terms: Thermoplastic, Tooling. Example: A supplier produces dashboard
panels using high‑impact polypropylene. Challenges include cycle time, material shrinkage, and mold wear.

Post‑Sale Service Network – system of authorized service centers, parts depots, and warranty facilities that
support vehicles after delivery. Related terms: Aftermarket, Warranty Management. Example: An OEM
coordinates a network of 200 service bays to provide scheduled maintenance for a new model. Challenges
involve parts availability, technician training, and service quality consistency.

Predictive Maintenance – use of sensor data and analytics to anticipate equipment failures before they
occur. Related terms: IoT, Condition Monitoring. Example: Vibration analysis on a stamping press alerts
maintenance staff to a bearing wear trend, allowing replacement during a planned downtime. Challenges
include sensor reliability, data overload, and integration with maintenance systems.

Procurement Cost Reduction – initiatives aimed at lowering the total spend on purchased goods and
services. Related terms: Strategic Sourcing, Spend Analysis. Example: Consolidating steel purchases under a
single contract yields a 5 % discount. Challenges involve supplier negotiation, risk of over‑concentration,
and internal resistance.

Product Lifecycle Management (PLM) – integrated approach to managing a product from concept through
design, production, service, and disposal. Related terms: CAD, Change Management. Example: An OEM uses
PLM to track revisions to a vehicle’s HVAC system across all model years. Challenges include data version
control, cross‑functional collaboration, and system scalability.

Production Scheduling – allocation of resources and timing for manufacturing activities to meet demand
while optimizing efficiency. Related terms: Finite Loading, Capacity Constraint. Example: A scheduler creates
a weekly plan that balances engine assembly with chassis welding capacity. Challenges involve variability,
rework, and shift constraints.

Quality Management System (QMS) – set of policies, processes, and procedures required for planning and
execution of core business activities to meet customer and regulatory requirements. Related terms: ISO/TS
16949, Continuous Improvement. Example: A supplier follows a QMS that mandates root‑cause analysis for
any defect beyond 0.5 % Ppm. Challenges include documentation burden, audit readiness, and cultural
adoption.

Quick Response (QR) Manufacturing – approach that emphasizes rapid design changes and flexible
production to meet market demands. Related terms: Agile, Customization. Example: A plant re‑tools a line
within two weeks to launch a special‑edition interior trim. Challenges involve tooling lead times, workforce
adaptability, and supply‑chain coordination.

Rail Intermodal Transport – movement of containers or trailers using rail networks combined with other
modes for door‑to‑door service. Related terms: Intermodal Terminal, Freight Cost. Example: A parts
distributor ships bulk steel from a port to a inland plant via rail, reducing trucking miles. Challenges include
scheduling, terminal handling, and last‑mile coordination.

Real‑Time Visibility – capability to monitor material status, location, and condition instantly across the
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supply chain. Related terms: IoT, Data Dashboard. Example: A sensor on a container reports temperature
and location every five minutes, alerting the logistics team to a delay. Challenges involve data integration,
bandwidth, and security.

Recall Management – coordinated process for identifying, communicating, and correcting defective
products in the field. Related terms: Field Service, Regulatory Reporting. Example: An OEM issues a recall for
a faulty airbag inflator, arranging dealer repairs and notifying owners. Challenges include traceability, brand
impact, and logistical execution.

Reorder Point (ROP) – inventory level that triggers a new purchase order to replenish stock before it runs
out. Related terms: Safety Stock, Lead Time. Example: A dealer sets a ROP of 30 units for a popular tire
model, accounting for a 10‑day supplier lead time. Challenges involve demand variability, stock‑out risk,
and order batching.

Reverse Logistics – processes involved in moving products from the customer back to the manufacturer for
return, repair, recycling, or disposal. Related terms: Closed‑Loop Supply Chain, Remanufacturing. Example: A
dealer returns defective fuel injectors to the OEM for analysis and refurbishment. Challenges include
handling costs, disposition decisions, and data capture.

Risk Assessment Matrix – tool that plots likelihood against impact to prioritize supply‑chain risks. Related
terms: Risk Register, Mitigation Planning. Example: A supplier rates a geopolitical event as high impact but
low probability, prompting a contingency plan. Challenges involve subjective scoring, dynamic risk
environment, and resource allocation.

Safety Stock – extra inventory kept to protect against demand surges or supply delays. Related terms: Buffer
Stock, Service Level. Example: A plant maintains safety stock of 2 weeks for a critical electronic module to
absorb supplier lead‑time variance. Challenges include cost trade‑offs, accurate calculation, and
obsolescence risk.

Scrap Management – systematic handling of defective or excess material generated during production.
Related terms: Yield Improvement, Cost Recovery. Example: A stamping shop segregates scrap steel for
resale to a recycler, recouping 20 % of material cost. Challenges involve segregation accuracy, handling
safety, and environmental compliance.

Segmentation Strategy – classification of customers, markets, or products into distinct groups for tailored
planning and service. Related terms: ABC Analysis, Market Differentiation. Example: An OEM segments
dealers into high‑volume and low‑volume groups to allocate inventory accordingly. Challenges include data
granularity, dynamic re‑segmentation, and resource allocation.

Seven‑S Framework – model that examines seven interdependent elements (Strategy, Structure, Systems,
Shared Values, Skills, Style, Staff) for organizational alignment. Related terms: Change Management,
Organizational Design. Example: A supply‑chain transformation project assesses the Seven‑S to ensure
alignment of processes and culture. Challenges involve holistic assessment, stakeholder buy‑in, and
implementation sequencing.
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Shipping Consolidation – practice of combining multiple small shipments into a larger load to achieve
economies of scale. Related terms: Freight Optimization, Load Planning. Example: A parts distributor
aggregates orders from three regional dealers into a single FTL shipment to a central hub. Challenges
include timing coordination, handling complexity, and potential delays for early orders.

Six‑Sigma DMAIC – structured problem‑solving methodology (Define, Measure, Analyze, Improve, Control)
used to reduce process variation. Related terms: Statistical Process Control, Root‑Cause Analysis. Example: A
team applies DMAIC to reduce paint defects from 2 % to 0.5 %. Challenges involve data collection,
stakeholder engagement, and sustainment of gains.

Smart Manufacturing – integration of digital technologies such as IoT, AI, and robotics to enhance
production efficiency and flexibility. Related terms: Industry 4.0, Digital Twin. Example: Sensors on a robotic
welding cell provide real‑time performance data, enabling autonomous adjustments. Challenges include
cybersecurity, workforce skill gaps, and capital investment.

Sourcing Strategy – plan that defines how, where, and from whom a company acquires the goods and
services it needs. Related terms: Single Sourcing, Dual Sourcing. Example: An OEM adopts a dual‑sourcing
approach for critical semiconductor chips to mitigate supply risk. Challenges involve cost differentials,
supplier qualification, and coordination complexity.

Spare Parts Management – process of forecasting, stocking, and distributing replacement components for
after‑sale support. Related terms: Aftermarket, Service Parts. Example: A dealer maintains a local inventory
of brake pads to ensure rapid service turnaround. Challenges include demand unpredictability,
obsolescence, and inventory carrying cost.
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