Unit 4 – Framework for Integrating Logistics Operations
Integration between customer relationship management, manufacturing production & procurement & flow of inventory = minimising total logistics costs.
Integrated Logistics SU 4 pg. 45-48; par. 4.1 & TB Ch. 2 pg. 38-40
"Serves to link & synchronise overall supply chain [SC] as continuous process - essential for effective SC connectivity"
Coordinate overall, value-added inventory movement. Strategic management of total movement & storage.
Coordinating the Components of Logistics Operations: SU 4 pg.45-47; par 4.1.1
SU 4
SU 2 & 3
Inventory & Info Flow
 Logistic Activities 
(Req. Trade-offs)

Logistics Activities features in all three overlapping internal operations of Logistics Components.
Logistics excellence requires coordination between internal & external components of supply chain.
Necessary to coordinate inventory (raw, semi & final) at various levels of supply chain & info flow between.
Inventory Flow: SU 4 pg.47-48; par 4.1.2
Flow of finished product to customers. Core of logistics system & position logistics in broader aspect of supply chain.
Value is added to materials at each step of transformation towards finished inventory i.e.
	   individual part has greater value as finished product
	   as finished product, has greater value when delivered


Information Flow: SU 4 pg.48; par 4.1.3
Identifies specific locations within logistical system that have requirements.
Info flow management: to reconcile differentials to improve overall supply chain performance
Flows from & to customer as a result of sales, forecast, and orders. 
Directed to manufacturing & purchasing who WIP-goods & materials depends on customer accommodation needs.
Without info, planning & operating logistics system is impossible = excessive / non-available inventories
Info in logistics planning & coordination: integrates specific company activities to facilitate overall performance.
Provides info concerning planned activities, operational requirements & day-to-day logistic work
Operational info: provide detailed data required for integrated performance of CRM, manufacturing & procurement
Operational Objectives SU 4 pg. 48-49; par. 4.2 & TB Ch. 1, 2, 12 pg. 5-6, 40-42 , 288-291
Key to achieving: Coordinate CRM, manufacturing & procurement by managing inventory & info flow
Focusses on both logistics cost & service quality. Six objectives determine logistical performance:

Value: TB pg. 5-6 & table 1.1
	Economic Value
	Market Value
	Relevancy Value

	High quality at lowest total cost
	Assortment at right time & place
	Customization (value above basic)

	Economy-of-scale efficiency
	Economy-of-scope effectiveness
	Segmental diversity

	Product/service creation
	Product/service presentation
	Product/service positioning

	Procurement/Manufacturing Strategy
	Market/Distribution Strategy
	Supply Chain Strategy



Barriers to Internal Integration SU 4 pg. 49-50; par. 4.3 & TB Ch. 14 pg. 347-349
Barriers (& ways of overcoming them) to internal process integration stem from:
1. Organisation as a whole: Structure can stifle cross-functional processes
Look beyond functional boundaries / significant traditional management behavioural modification
2. Measurement & reward systems: typically mirror organization structure
New measures e.g. balanced scorecards / view functions as contributing to process, not stand-alone
3. Inventory leveraging: stockpiling (for max manufacturing economy of scale) & forwards commitment create benefits but achieved at a cost.
Best cost/benefit balance of such leveraging & risk associated with potential inventory obsolescence.
4. Infocratic structure: info flows along long-standing functional organization lines of command & control (traditional functional information flows act as invisible force)
Enterprise Resource Planning (ERP) has therefore have great management appeal
5. Knowledge hoarding: unwillingness to share & lack of understanding
Transfer of knowledge & experience is vital
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Primary Objective: provide strategically desired customer service delivery levels at lowest total cost =  revenue
Coordinate marketing planning (pricing, promotional, customer service, reverse logistics, life cylce support)
Activities: order receipt & processing, deploying inventories, storage & handling, outbound transport
Invetory flow rely on sales forecasts for final product: Servicing customers  = accomodate uncertainty of demand
Dealing & maintaining customer relationships, timing & geographic inventory placement = integral to marketing
Customer's ship-to location = final supply chain [SC] destination
Align manufactures, wholesalers, retailers into SC arrangements to provide customer with product availability
Customer Relationship Management / Customer Accommodation / Market Distribution
CRM: 


















Manufacturing


Manufacturing Support / Manufacturing Production


Formulate & implement master production schedules & timely stock availability


Not how, but what, when, where products will be manufactured


Integrated inventory flow saves money by reducing inventory (semi-finished products)


Activities: planning, schedules, storage, handling, sorting, kilting, sequencing, timing


Managing & positioning work-in-progress inventory (adding value)








Procurement


Purchasing / Buying / Supply Management / Acquisition


Arrange inbound movement of material from suppliers to manufacturing / assembly plants, warehouse, retailers


Primary Objective: support manufacturing & resale by timely purchases at lowest cost


Integrated inventory flow saves money by reducing inventory (materials)


Activities: resource planning, supply sourcing, negotiate, order placement, inbound transport, receiving & inspect, storage & handling, quality assurance, hedging, speculation, research





1. Responsiveness


2. Variance reduction


3. Inventory reduction


4. Movement / Shipment Consolidation


5. Quality


6. Life Cycle Support


satisfy cust. req. in timely manner


Failure to perform expected facet as anticipated 
e.g. delays, disruption, damaged


Control asset commitment 
(fin. value of deployed inventory) & turn velocity (replenishment rate of inventory over time)


Transport cost: directly related to product type, size & distance


Total quality management (TQM)


 Product return: quality standards, expiration dating, hazardous consequences


Info-tech. facilitatesdelivery, 
 inventory


Shift from forecasting to rapid order-to-shipment


Safe-guards: inventory safety stock; premium transportation =  cost


Use info-tech. to maintain control =  variance & operational disruptions


 turn rate & inventory availability = assets efficiently & effectively utilized = committed assets minimized


General rule: larger shipment & longer distance =  transport cost per unit


Innovation & multifirm coordination to achieve effective consolidation


Product quality fails = Replacement = Logistical cost  rapidly


Attempt zero-defect order-to-delivery (obstacles: vast geography, all times of day, supervision)


 Reverse logistics: laws encouraging recycling, recalls - maintain maximum control 


After-sales support


Cradle-to-cradle support
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