Chapter 16 Integrating supply chain and logistic management

I. Bull whip sting-as too much or too little inventory to satisfy consumer needs, missed production schedules and ineffective transportation or delivery.

II. Significance of supply and chain logisitic management

A. Relating marketing channels, logistics, and supply chain management: relies on logistics to make products available to consumers and industrial users


1. Logistics- involves activities that focus on getting the right amount of the right products to the right place at the right time at the lowest cost. The performance of these are:



a. logistic management- the practice of organizing the cost effective flow of raw materials in process inventory, finished goods, and related information from point of origin to point of consumption to satisfy consumer requiremets. Three elements




1. decisions needed to move a product from the source of raw materials to consumption, or the flow of the product




2.  decisions have to be made in cost effective manner 




3. needs to drive down logistic cost as long as they can deliver expected consumer service. 


2. supply chain vs marketing channels-



a. supply chain- is a sequence of firms that perfoms activities required to create and deliver a good or service to consumers or industrial users. Differs from marketing channel in membership. Management process is different through



b. supply chain management-is the integration and organization of info and logistic activities across firms in a supply chain for the purpose of creating and delivering goods and services that provide value to consumers


3. all companies are members of one or more supply chains –


4. Supply chain management and marketing strategy-



1. aligning a supply chain with marketing strategy (flows from defined MS)- 3 steps




a. understand the customer –identify needs of segment, (low price ) help define the importance of efficiency and responsiveness in meeting consumer requirements




b. understand the supply chain-understand what a supply chain is designed to do. Range from those emphasise being responsive to consumer requirements and demand to those that emphasise efficiency with a goal of supplying products at the lowest possible delivered cost




c. harmonize the supply chain with the marketing strategy-needs to ensure that the supply chain is doing well is consistent with the targeted segments needs and it’s marketing strategy. If a mismatch exisit between what the supply chain does well and a companys marketing strategy the company will either need to redesign the supply chain to support the marketing strategy or change the ms. 





a. cross docking-a practice that involves up, loading products from suppliers sorting products for individual stores and quickly reloading products unto its trucks for a particular store – no warehouse storing –small number of distribution centers 





b. three lessons






1. no one best supply chain  for every company






2. the best supply chain is the one that is consistient with the needs of the target segment, and complements marketing strategy






3. supply chain managers often called upon to make trade0offs between efficiency and responsiveness on various elements of a companys supply chain 

III. Objective of info and logistics management in a supply chain-minimize cost while delivering best efficiency

A. informations role in supply chain responsiveness and efficiency-info consist of data analysis regarding inventory, transportation, distribution, facilities, and consumers through rapid supply chains. Including demand 


1. electronic data interchange-combine proprietary computer and telecommunication tech to exchange electronic invoices, payments, and info among suppliers, manu, and retailers. 


2. extranet- which the internet/web based network that permits secure business to business communication between a manu and it’s suppliers, distributors, and sometimes other partners such as advertising agents-less expensive 


3. enterprise resource planning (erp) tech and supply chain management software track logistic cost and customer service variations-help manage 

B. Total logistic cost concept- includes expense associated with transportation, materials, handling, and warehousing inventory, inventory stockouts, order processing, and return goods handling, -many cost interrealated so changes impact each other. –to lower transportatopn cost, ship in greater quanities which increase inventories

C. Oft-used strategy chain supply-for a firm to have a number of warehouses, which receive large shipments then redistribute smaller shipments to local customers. As number of warehouses increases, inventory cost rise and transportation cost falls.-mininize cost of logistic –neither elements at minimum but overall cost is 

D. Costumer service concept: supply chain is flow-end its output-the service delivered to customers. Is the ability of logistics management to satisfy users in terms of time, dependability, communication, and convenience to balance all four against total logistics cost factors

1. time-lead time- for an item, which means the lag from ordering an item unit it is received and ready for use or sale-referred to as order cycle time or replenishment time,…more important to wholesalers. Quick response, efficient consumer response –reduce time 

2. dependability-consistency of replenishment, three levels

i. consistent lead time, safe delivery, complete delivery. Just in time

3. Communication helps in monitoring future needs. Status reports. 

4. convenience: there should be a minimum of effort on the part of the buyer in doing business with the seller. Easy for customer to order? 

E. Customer service standards: what customers want and how much more are they willing to pay for that standard>

IV. Key logistics functions in a supply chain: 4. Third party logistic providers: are firms that perform most or all of the logistic functions that manu, suppliers and distributors would normally supply themselves

A. Transportation: movement of neccassary goods in a supply chain, five basic modes, railroads, motor carriers, air, pipeline, water, and modal combinations. Evaluated on 6 criteria

a. Cost, time, capability, dependability, accessibility, frequency

i. Train- large shipments, less extensive routes. Unit train-carries one item (coal) lowest cost, reliable delivery, loaded quickly, easily, Intermodal transportation: combining different transportation modes to get best features of each (railtruck, piggy back, trailer, flat car) 

ii. Motor carriers: door to door service limits: size, weight restrictions, higher value goods, time sensitive, expensive to carry in inventory, more expensive than train

iii. Air carriers costly but it’s speed may create savings in lower inventory-space constraints, time and weight sensitive. –electronics, and flowers 

iv. Freight forwarders- firms that accumulate small shipments into larger lots then hire a carrier to move them, usually at reduced rates, 

B. Warehousing and Materials handling

a. Storage warehouse-goods are intended to come to rest for some period of time, as in the aging of products or in the storing household goods

b. Distribution centers- designed to facilitate the timely movement of goods and represent a very important part of supply chain-second most significant cost after transportation. Allow firms to hold stock in decentralized locations but facilitate sorting, and consolidating products from different plants or suppliers (labeling, mixing, repackaging) or sales office 

c. Material handlings-involve moving goods over short distances into, within, and out of warehouses, and manu plants. –key part, two major problems: high labor cost, high rates of loss and damage forklifts, cranes etc use robots to reduce risk

C. Order processing  starts with tramsmitting order,  2nd enter order in appropriate databases and sending info to those who need it. Out of stock then backorder speed and accuracy. Electronic. 

D. Inventory management –supply chain manager-too little and too much 

a. Offer a buffwr against variations in supply and demand-uncertainty in forecasting

b. Provide better service for those customers who wish to be served on demand 

c. To promote production effiency

d. To provide hedge against price increases from suppliers

e. To protect from contingencies such as strikes and shortages

E. Inventory cost: 


a. capital cost: the opportunity cost resulting from tying up funds in inventory instead of using them in other, more profitable investments-interest rates, proportional to the value of the item and interest rate


b. inventory service cost: insurance, and taxes


c. storage cost: warehousing space and materials handling


d. risk cost: possible loss, damage, pilferage, etc.

F. Supply chain inventory strategies: 


a. Just in Time: on time delivery, neither before or after there needed –where demand forecasting is reliable. 


b. vendor-managed inventory-is an inventory management system whereby the supplier determines the product amount and assortment character (such as retailer) needs and automatically delivers

V. Closing the loop: reverse logistics: is a process of reclaiming recyclable and reusable material, returns, and reworks from the point of consumption or for use repair, remanu, redistribute, or disposal –lowers operating cost, lowering land fills 

