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Advanced Certificate in Fashion Buying and Merchandising

Sourcing and Supply Chain Management

Sourcing and Supply Chain Management Key Terms and Vocabulary

Sourcing and Supply Chain Management are crucial aspects of the fashion industry that require a deep
understanding of various key terms and concepts. In this course, we will explore essential vocabulary related
to sourcing and supply chain management to help you navigate the complexities of the fashion buying and
merchandising process.

1. Sourcing

Sourcing refers to the process of finding and selecting suppliers to provide the materials or products
needed to manufacture a product. It involves identifying potential suppliers, negotiating contracts, and
managing relationships to ensure the timely delivery of goods. Effective sourcing is essential for maintaining
a competitive edge in the market and ensuring product quality.

Example: A fashion brand may source fabrics from different countries to take advantage of lower
production costs or access unique materials not available domestically.

2. Supply Chain Management

Supply Chain Management encompasses the coordination of all activities involved in sourcing, production,
and distribution of products to customers. It involves optimizing processes to minimize costs, reduce lead
times, and improve overall efficiency. Effective supply chain management is critical for meeting customer
demands and achieving business goals.

Example: A fashion retailer may implement a just-in-time inventory system to reduce excess stock and
improve cash flow.

3. Lead Time

Lead time refers to the time it takes for a product to move through the entire supply chain, from the initial
order placement to delivery to the customer. Managing lead times effectively is essential for meeting
customer expectations, reducing waiting times, and optimizing inventory levels.

Example: A fashion brand may work with suppliers to reduce lead times for seasonal collections to ensure
timely delivery to stores.

4. Forecasting

Forecasting involves predicting future demand for products based on historical data, market trends, and
other relevant factors. Accurate forecasting helps businesses plan production schedules, manage inventory
levels, and optimize supply chain operations to meet customer needs efficiently.
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Example: A fashion retailer may use sales data from previous seasons to forecast demand for upcoming
collections and adjust production accordingly.

5. Costing

Costing refers to the process of determining the total cost of producing a product, including materials,
labor, overhead, and other expenses. Understanding costing is crucial for setting prices, negotiating with
suppliers, and making informed decisions to ensure profitability.

Example: A fashion buyer may analyze the costing of different suppliers to identify the most cost-effective
option for producing a new line of garments.

6. Vendor Compliance

Vendor compliance refers to the adherence of suppliers to a set of predefined standards, including quality,
delivery schedules, and ethical practices. Establishing vendor compliance helps ensure consistency in
product quality, timely deliveries, and ethical sourcing practices.

Example: A fashion brand may require suppliers to comply with specific labor standards to ensure fair
working conditions in their factories.

7. Ethical Sourcing

Ethical sourcing involves sourcing materials and products in a socially responsible and sustainable manner.
It includes considerations such as fair labor practices, environmental impact, and ethical treatment of
workers throughout the supply chain.

Example: A fashion brand may partner with suppliers who use eco-friendly materials and production
processes to reduce environmental impact.

8. Risk Management

Risk management involves identifying potential risks in the supply chain, such as supplier disruptions,
natural disasters, or geopolitical issues, and developing strategies to mitigate these risks. Effective risk
management is essential for ensuring business continuity and minimizing disruptions to the supply chain.

Example: A fashion retailer may diversify its supplier base to reduce the risk of supply chain disruptions due
to political instability in a particular region.

9. Inventory Management

Inventory management involves overseeing the flow of goods in and out of a business to optimize
inventory levels, reduce carrying costs, and minimize stockouts. Effective inventory management is crucial
for balancing supply and demand, reducing waste, and maximizing profitability.

Example: A fashion brand may implement a just-in-time inventory system to minimize excess stock and
improve cash flow.
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10. Omnichannel Retailing

Omnichannel retailing refers to the integration of various sales channels, such as physical stores, e-
commerce platforms, and mobile apps, to provide a seamless shopping experience for customers. Adopting
an omnichannel approach helps retailers reach a wider audience and enhance customer engagement.

Example: A fashion retailer may allow customers to order products online and pick them up in-store to
provide a convenient shopping experience.

11. Compliance and Regulations

Compliance and regulations refer to the laws and standards that govern sourcing and supply chain
operations, including labor practices, product safety, and environmental regulations. Ensuring compliance
with these regulations is essential for avoiding legal issues, maintaining ethical standards, and protecting
brand reputation.

Example: A fashion brand may conduct regular audits of its suppliers to ensure compliance with labor laws
and ethical sourcing practices.

12. Quality Control

Quality control involves monitoring and evaluating the quality of products at various stages of the
production process to ensure they meet specified standards. Implementing effective quality control
measures is crucial for maintaining product consistency, meeting customer expectations, and minimizing
defects.

Example: A fashion brand may inspect garment samples before production to identify and address any
quality issues early in the process.

13. Sustainable Sourcing

Sustainable sourcing involves sourcing materials and products in a way that minimizes environmental
impact, conserves resources, and promotes social responsibility. Embracing sustainable sourcing practices is
essential for addressing climate change, reducing waste, and meeting consumer demand for ethically
produced goods.

Example: A fashion brand may partner with suppliers who use organic cotton and recycled materials to
reduce the environmental footprint of their products.

14. Reverse Logistics

Reverse logistics refers to the process of managing product returns, exchanges, and recycling after the sale.
It involves handling returned goods, refurbishing or recycling them, and reintroducing them into the supply
chain. Effective reverse logistics is essential for reducing waste, maximizing value, and meeting sustainability
goals.

Example: A fashion retailer may offer a returns program that allows customers to send back unwanted items
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for recycling or resale.

15. Collaborative Planning, Forecasting, and Replenishment (CPFR)

Collaborative Planning, Forecasting, and Replenishment (CPFR) is a supply chain management approach
that involves sharing information and coordinating activities between trading partners to improve forecast
accuracy, reduce lead times, and optimize inventory levels. CPFR helps businesses align their strategies and
work together to meet customer demand efficiently.

Example: A fashion brand may collaborate with suppliers and retailers to share sales data and forecast
demand for upcoming collections to reduce stockouts and improve inventory turnover.

16. Just-in-Time (JIT) Inventory Management

Just-in-Time (JIT) inventory management is a strategy that involves receiving goods only when they are
needed in the production process, rather than keeping large inventories on hand. JIT helps businesses
reduce carrying costs, minimize waste, and improve efficiency by aligning production with customer
demand.

Example: A fashion manufacturer may adopt a JIT inventory system to produce garments based on
customer orders, reducing excess inventory and storage costs.

17. Key Performance Indicators (KPIs)

Key Performance Indicators (KPIs) are quantifiable metrics used to evaluate the performance of sourcing
and supply chain operations. KPIs help businesses track progress, identify areas for improvement, and make
data-driven decisions to optimize processes and achieve strategic goals.

Example: A fashion retailer may use KPIs such as on-time delivery rates, inventory turnover, and supplier
performance to assess the effectiveness of its supply chain management practices.

18. Demand Planning

Demand planning involves forecasting customer demand for products to ensure the availability of the right
products in the right quantities at the right time. Effective demand planning helps businesses optimize
inventory levels, reduce stockouts, and improve customer satisfaction.

Example: A fashion brand may use historical sales data, market trends, and customer feedback to forecast
demand for specific products and plan production accordingly.

19. Supplier Relationship Management (SRM)

Supplier Relationship Management (SRM) involves building and maintaining strategic partnerships with
suppliers to optimize sourcing processes, reduce costs, and drive innovation. SRM focuses on fostering
mutually beneficial relationships with suppliers to ensure long-term success and sustainability.

Example: A fashion brand may collaborate closely with key suppliers to develop new products, improve
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quality, and streamline production processes.

20. Total Cost of Ownership (TCO)

Total Cost of Ownership (TCO) is a comprehensive approach to assessing the total cost of acquiring and
owning a product or service over its entire lifecycle. TCO considers not only the initial purchase price but
also costs associated with maintenance, operation, and disposal.

Example: A fashion brand may calculate the TCO of a new production equipment to evaluate its long-term
cost-effectiveness and make informed purchasing decisions.

21. Capacity Planning

Capacity planning involves assessing and adjusting production capacity to meet current and future demand
for products. Effective capacity planning helps businesses optimize resource utilization, minimize
bottlenecks, and ensure smooth operations throughout the supply chain.

Example: A fashion manufacturer may invest in additional production equipment or hire temporary workers
during peak seasons to meet increased demand for its products.

22. Cross-Docking

Cross-docking is a logistics strategy that involves unloading incoming goods from a supplier and loading
them directly onto outbound trucks for distribution without storing them in a warehouse. Cross-docking
helps reduce handling costs, minimize inventory levels, and improve efficiency in the supply chain.

Example: A fashion retailer may use cross-docking to quickly transfer incoming shipments from suppliers to
distribution centers for immediate delivery to stores.

23. Freight Forwarder

Freight forwarder is a company or individual that arranges the transportation of goods from a supplier to a
customer. Freight forwarders manage logistics, coordinate shipping routes, and handle customs
documentation to ensure the smooth and timely delivery of products.

Example: A fashion brand may work with a freight forwarder to transport garments from overseas suppliers
to distribution centers for further processing and distribution.

24. Incoterms

Incoterms are standardized international trade terms that define the rights and responsibilities of buyers
and sellers in a sales contract. Incoterms specify who is responsible for transportation, insurance, customs
clearance, and other aspects of the shipment.

Example: A fashion retailer may use Incoterms such as FOB (Free On Board) or CIF (Cost, Insurance, and
Freight) to clarify the terms of a shipment with a supplier.
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25. Warehouse Management System (WMS)

Warehouse Management System (WMS) is a software application that helps businesses manage and control
warehouse operations, including inventory tracking, order fulfillment, and shipping. WMS enables
businesses to optimize warehouse efficiency, reduce errors, and improve customer satisfaction.

Example: A fashion retailer may use a WMS to track inventory levels, pick and pack orders accurately, and
streamline shipping processes to meet customer delivery expectations.

26. Electronic Data Interchange (EDI)

Electronic Data Interchange (EDI) is a system that enables the electronic exchange of business documents,
such as purchase orders, invoices, and shipment notices, between trading partners. EDI helps businesses
automate processes, reduce paperwork, and improve communication efficiency in the supply chain.

Example: A fashion brand may use EDI to send purchase orders to suppliers, receive shipment notifications,
and track inventory levels in real-time.

27. Blockchain Technology

Blockchain technology is a decentralized, secure, and transparent digital ledger that records transactions
across a network of computers. In the supply chain, blockchain technology can enhance transparency,
traceability, and security by providing a tamper-proof record of product movements and transactions.

Example: A fashion brand may use blockchain technology to track the origin of raw materials, authenticate
product authenticity, and ensure ethical sourcing practices throughout the supply chain.

28. Batch Tracking

Batch tracking involves tracing and monitoring the movement of specific batches or lots of products
throughout the supply chain. Batch tracking helps businesses identify and address quality issues, manage
recalls, and comply with regulatory requirements related to product safety and traceability.

Example: A fashion retailer may use batch tracking to trace the origin of a defective garment and recall all
products from the affected batch to prevent customer harm.

29. Tariffs and Duties

Tariffs and duties are taxes imposed on imported or exported goods by governments to regulate trade,
protect domestic industries, and generate revenue. Understanding tariffs and duties is essential for
businesses engaged in international trade to calculate costs accurately and comply with customs
regulations.

Example: A fashion brand may factor in tariffs and duties when calculating the total cost of sourcing
materials or products from overseas suppliers to determine pricing and profitability.

30. Supply Chain Disruptions
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Supply chain disruptions refer to unexpected events or circumstances that interrupt the flow of goods and
services through the supply chain, such as natural disasters, supplier bankruptcies, or geopolitical conflicts.
Managing supply chain disruptions effectively is critical for maintaining business continuity and minimizing
financial losses.

Example: A fashion retailer may develop a contingency plan to address potential supply chain disruptions,
such as identifying alternative suppliers, diversifying sourcing locations, or stockpiling inventory.

31. Vendor Managed Inventory (VMI)

Vendor Managed Inventory (VMI) is a supply chain management strategy in which the supplier is
responsible for monitoring and replenishing inventory at the customer's location. VMI helps businesses
reduce stockouts, improve inventory turnover, and streamline the replenishment process by allowing
suppliers to take a more proactive role in managing inventory levels.

Example: A fashion retailer may implement a VMI system with a key supplier to ensure the availability of
popular products and reduce the burden of inventory management.

32. Inbound and Outbound Logistics

Inbound logistics involves the transportation, handling, and storage of raw materials and components from
suppliers to the manufacturing facility. Outbound logistics refers to the movement of finished products
from the manufacturing facility to distribution centers, retailers, or end customers. Effective management of
inbound and outbound logistics is essential for optimizing supply chain operations and reducing costs.

Example: A fashion manufacturer may use a third-party logistics provider to manage inbound shipments of
raw materials and outbound deliveries of finished garments to retail stores.

33. Supply Chain Visibility

Supply chain visibility refers to the ability to track and monitor the flow of goods, information, and
resources across the entire supply chain in real-time. Improving supply chain visibility enables businesses to
identify bottlenecks, respond to disruptions quickly, and make informed decisions to enhance efficiency and
customer satisfaction.

Example: A fashion brand may use RFID technology to track the movement of garments from production to
distribution, providing real-time visibility into inventory levels and order status.

34. Just-in-Case Inventory Management

Just-in-case inventory management is a strategy that involves holding safety stock or buffer inventory to
mitigate the risk of stockouts due to demand variability or supply chain disruptions. Just-in-case inventory
management helps businesses ensure product availability, reduce the risk of lost sales, and improve
customer satisfaction.

Example: A fashion retailer may maintain additional inventory of popular items during peak seasons or
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promotional events to meet increased customer demand and prevent stockouts.

35. Supply Chain Collaboration

Supply chain collaboration involves working closely with trading partners, suppliers, and customers to share
information, align strategies, and coordinate activities to improve supply chain performance. Collaborative
relationships in the supply chain help businesses enhance visibility, reduce costs, and respond effectively to
changing market conditions.

Example: A fashion brand may collaborate with suppliers, logistics providers, and retailers to streamline
processes, reduce lead times, and meet customer demand efficiently.

36. Total Quality Management (TQM)

Total Quality Management (TQM) is a management approach that focuses on continuous improvement,
customer satisfaction, and employee involvement in achieving quality goals. TQM emphasizes the
importance of quality in all aspects of the business, from product design to customer service, to deliver
value to customers and stakeholders.

Example: A fashion brand may implement TQM practices to ensure product quality, reduce defects, and
increase customer loyalty through consistent quality standards.

37. Supply Chain Optimization

Supply chain optimization involves streamlining processes, reducing costs, and improving efficiency
throughout the supply chain to maximize performance and profitability. By optimizing supply chain
operations, businesses can enhance competitiveness, meet customer expectations, and achieve strategic
goals.

Example: A fashion retailer may use data analytics and modeling tools to optimize transportation routes,
reduce lead times, and minimize inventory levels to improve supply chain efficiency.

38. Value Chain Analysis

Value chain analysis is a strategic tool that helps businesses identify and evaluate activities that add value to
products or services along the supply chain. By analyzing the value chain, businesses can identify
opportunities for cost reduction, process improvement, and differentiation to gain a competitive advantage
in the market.

Example: A fashion brand may conduct a value chain analysis to assess the cost-effectiveness of different
sourcing options, production processes, and distribution channels to optimize value creation and
profitability.

39. Demand-Supply Matching

Demand-supply matching involves aligning production capacity with customer demand to ensure the right
products are available in the right quantities at the right time. Effective demand-supply matching helps
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businesses reduce stockouts, minimize excess inventory, and improve overall supply chain efficiency.

Example: A fashion manufacturer may adjust production schedules based on demand forecasts to match
production capacity with customer orders and avoid overstocking or understocking.

40. Strategic Sourcing

Strategic sourcing is a procurement strategy that focuses on building long-term relationships with key
suppliers, optimizing costs, and driving innovation to achieve business objectives. Strategic sourcing
involves analyzing market trends, negotiating contracts, and collaborating with suppliers to create value and
competitive advantage.

Example: A fashion brand may engage in strategic sourcing by partnering with suppliers who offer unique
materials, innovative designs, and competitive pricing to differentiate its products in the market.

41. Demand-Side Management

Demand-side management involves strategies to influence customer demand for products or services to
align with production capacity and supply chain capabilities. By managing demand effectively, businesses
can optimize inventory levels, reduce stockouts, and improve overall supply chain efficiency.

Example: A fashion retailer may use promotions, discounts, and marketing campaigns to stimulate demand
for slow-moving products, clear excess inventory, and improve sales performance.

42. Lean Manufacturing

Lean manufacturing is a production philosophy that focuses on eliminating waste, optimizing processes,
and maximizing efficiency to deliver value to customers. Lean principles, such as continuous improvement
and waste reduction, help businesses improve quality, reduce lead times, and streamline operations in the
supply
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