Study Unit 1
See pg 97, fig 5.1 and pg 98-fig 5.2.

1. Logistics -  is that part of the supply chain that plans, implements & controls the efficient, effective flow & storage of goods services & the related information from the point of origin to the point of consumption to meet customers’ requirements.
1. Discuss the role of info in the execution of the planning/coordination components & the operational components of logistics & indicate how it can eventually contribute to efficient inventory deployment?

1. Introduction – The supply chain info system is the backbone of modern logistics operations.    In the past, this infrastructure focused on initiating & controlling activities required to take, process, & ship customer orders. For today’s enterprises to remain competitive, the role of info infrastructure must be extended to include requirements planning, management control, decision analysis, & integration with other members of the supply chain.

2. The role of information in planning & coordination of logistics
2.1 Strategic objectives  – are typically developed for a multiyear planning horizon that often includes quarterly updates
2.2  Capacity constraints – are logistics & manufacturing capacity limitations imposed by internal & external manufacturing, warehousing & transportation resource constraints. 

2.3 Logistics requirements  - include time-phased facility, equipment, labor, & inventory resources necessary to accomplish the logistics mission.  E.g. shipping of finished goods from manufacturing plants to warehouses & ultimately to retailers.

2.4 Manufacturing requirements – schedule production resources & attempt to resolve day to day capacity bottlenecks within the materials management system. Primary bottlenecks result from raw material shortages or daily capacity limitations.

2.5 Procurement requirements – models schedule material purchase order releases, shipments, & receipts. Procurements requirements build on capacity constraints, logistics requirements & manufacturing requirements to determine long-term material requirements & release schedules.

3. The role of information in logistics operations?
3.1 Order Management –

3.2 Order Processing -  is the entry point for customer orders & inquiries

3.3 Distribution -  operations incorporate processes to guide physical activities, incl. Product receipt, material movement & storage, & order selection. 
3.4 Transportation & shipping – a transport management system (TMS) plans, executes & manages transport & movement functions.
3.5 Procurement -  manages purchase order preparation, modification, & release & tracks vendor performance & compliance as well. 
4. Inventory deployment
Serves as the primary interface between planning/coordination & operations by planning requirements & managing finished inventory from production until customer shipment.  The 1st component is the forecast process. The forecast process predicts product requirements by customer & distribution centre to support enterprise planning. The 2nd module is inventory allocation decision skuport ranging from simple reactive models to complex planning tools. Necessary to guide inventory planners in deciding when & how much to order.

5. Conclusion
Since information technology is evolving much faster than most other logistics capabilities such as transportation & materials handling, new technologies  must be constantly reviewed to determine potential logistics applications. 

2. Name 6 components that should be included in a basic forecast model?
2.1 Base demand  - represents the long term average demand after the remaining components have been removed.  It is the average over an extended time
2.2 Seasonal  - is an annually recurring upward & downward movement in demand, e.g. the annual demand for toys, which reflects low demand for three fourths of the year & then increased demand just before Christmas.
2.3 Trends  - component is the long range shift in periodic sales. Trends may be positive, or negative or neutral in direction.
2.4 Cyclical – component is characterized by periodic shifts in demand lasting more that a year.
2.5 Promotional – component characterizes swings initiated by a firm’s marketing activities, such as ads, deals, or promotions. 

3. Briefly distinguish between reactive methods & planning methods in inventory.

Reactive methods – react to the inventory needs of different participants in the logistics channel. Replenishment is initiated when the inventory level falls below a certain minimum level. It depends on the following assumptions:

· All the clients, markets & products contribute equally to the profit of the enterprise

· Infinite capacity & availability of the product at the source 

· A predictable performance cycle length

· Reactive systems perform best when demand is predictable

Planning methods – on the other hand use a common info base to coordinate inventory requirement at various places. They improve effectiveness & efficiency of the inventory in terms of quantity & placement. Planning systems require accurate forecasts at distribution systems as well as consistent & reliable performance cycles. Plans are usually subjected to rescheduling. 

4. Name 5 factors that influence the transport costs of a product?

· Distance – directly contributes to variable expenses, i.e. labour, fuel maintenance 

· Weight 

· Density – is combination of weight & volume

· Stowability – refers to how product dimensions fit into transportation equipment

· Handling 

· Liability

· market 

5. briefly explain 4 service benefits of a warehouse?

· Spot stocking – is typically used to support customer accommodation. Manufacturers of highly seasonal products often spot stock

· Full line stocking – typical use of warehouses by manufacturers, wholesalers, & retailers is to stock product inventory combination in anticipation of customer orders.

· Value added services – the demand for highly customized service has transformed modern distribution warehouses into facilities that specialize in performing value added service. A value added service is any work that creates a greater value for customers.

6. Discuss in detail the technology that can be used in mechanised & semi-automated material handling systems?
Mechanized systems –Types commonly used are;

· Lift trucks – also called forklifts, can move loads of master cartons both horizontally & vertically but are limited to handling unit loads. Skids, boxes or containers may also be transported, depending upon the nature of the product

· Rider trucks – provides a low cost, effective method of general materials handling utility, including loading & unloading of transportation equipment, order selection & accumulation & shuttling loads throughout the warehouse.

· Towlines  - consist of either in floor or overhead mounted cable or drag devices. Utilized to provide continuous power to four wheel trailers. Advantage is continuous movement .

· Tractor trailers – consist of a driver guided power unit towing a number of individual four wheel trailers. Main advantage is flexibility. 

· Conveyors – used widely in shipping & receiving operations & serve as the basic handling device for a number of order selection systems.

· Carousels​  - operates on a different concept than most other mechanized handling equipment.  Rather than require the order selector to go to the inventory storage location, the carousel moves inventory to the order selector.

Semi-automated systems – typical equipment utilized;
· Automated guides – replaces mechanized tow tractors & trailers. Advantage is direct labour reduction

· Sortation devices – are typically used in combination with conveyors. Advantage is it increases speed & accuracy of order selection

· Robotics – robots can be programmed to perform one or s series of functions. 

· Live racks – a device commonly used to reduce manual labour in warehouses is storage rack design in which product automatically flows to the desired selection position.

7. Name the 4 major system components of a typical comprehensive supply chain info system?

· Transaction – formalised rules, procedures, & standardized communications; a large volume of transactions; & an operational, day to day focus.

· Management control – focuses on performance measurement & reporting.

· Decision analysis – focuses on software tools to assist managers in identifying, evaluation, & comparing strategic & tactical alternatives to improve effectiveness

· Strategic planning – organises & synthesizes transaction data into a relational database that assists in evaluating various strategies.

8. Name 6 requirements that logistics info system should meet?
· Info should be readily & constantly available

· Info should be accurate

· Info should be timely to provide quick feedback

· Scis should make exception-based management possible

· Info system should be flexible

· Info should be in the appropriate format

9. Briefly describe the following concepts.

9.1 Average inventory – the materials, components, W.I.P & finished goods in stock are referred to as average inventory.

9.2  Cyclical inventory – or base stock is the portion of average inventory that results from replenishment. A replenishment order is initiated so that inventory will arrive before an out of stock occurs.

10. Briefly explain the role & benefits of a standardised master carton?

Master cartons are containers used to group individual products. Master cartons & unit 

11. Discuss inventories as a logistics activity under the following headings;

11.1 The 4 functions of inventory 

· Geographic specialization – allows geographic positioning across multiple manufacturing & distributive units of an enterprise. 

· Decoupling – allows economy of scale within a single facility & permits each process to operate at maximum efficiency rather than having the speed of the entire process - constrained by the slowest

· Supply/demand balancing – accommodates elapsed time between inventory availability & consumption.

· Buffering Uncertainty – accommodates uncertainty related to demand in excess of forecast or unexpected delays in buffer stock

11.2 Inventory carrying cost – is the expense associated with maintaining inventory. Inventory expense is calculated by multiplying annual inventory carrying cost % by average inventory value. E.g. carrying cost = 20%, annual inventory expense = 1 million.  1 Million*20% = 200 000.Std accounting practice is to value inventory at purchase or std manufacturing cost rather than at selling price.

11.3 Economic order quantity & it’s adjustments – EOQ is the replenishment practice that minimizes the combined inventory carrying & ordering cost.
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EOQ formulae;

EOQ =      2Co D

    C1 U

Where;

EOQ = Economic order Quantity

Co  = Cost per order

C1 = Annual inventory carrying cost

D = annual sales volume, units

U = Cost per unit

E.g =

· annual demand volume


 2400units

· unit value at cost


 5

· inventory carrying cost percent 

20% annually        
· ordering cost



19 per order

2 X 19 X 2400

0.20 X 5.00

=19.200

=302 (round to 300)
Study Unit 2-Forecasting

Forecast- is a prediction of the volume or number of units that may be sold, produced or dispatched.

Independent demand

· Exists when the demand for an item is not related to, or dependant on any other item.

· The demand of items with an independent demand cannot be calculated and can only be estimated by means of a forecast.

· Eg-demand for finished goods like cans of beer and maintenance spares.

Dependent demand

· Describes items whose demand is related to the demand for other items.
· It can be calculated as it depends on the demand for the final product and thus, there is no need to forecast.

· Eg subassemblies, raw materials and packaging materials.

Forecasting Components

1. Base demand

2. Seasonal

3. Trend

4. Cyclic

5. Promotion

6. Irregular

Ft=(Bt x St x T x Ct x pt) +I

Ft=forecast quantity for period  t

Bt=base level demand for period t

St=seasonality factor  for period t

T=trend component index reflecting increase or decrease per time period

Ct=cyclical factor for period t

Pt-promotional factor for period t

I=irregular or random quantity

Base demand

· Represents the long-term average demand after the remaining components have been removed. 

· Base demand is the average over an extended time.
· Is a forecast for items having no seasonality, trend, cyclic or promotional components.

Seasonal component

· Is an annually recurring upward and downward movement in demand.
· Eg is annual demand for toys around Christmas time which is increased compared to3-4 months of the year when demand is low. This is an example of consumer retail seasonality.

· Seasonality at the wholesale level precedes consumer demand by approximately one quarter of a year.

Trend component

· Is a long range shift in periodic sales.

· Trend may be positive, negative or neutral in direction.

· Positive trends means that sales are increasing over time eg personal computer sales in the 1990’s.

· Trend component influences base demand in the successive time periods. Relationship is Bt+1=Bt x T

Bt+1=base demand in  period t+1

Bt=base demand in period  t

T=periodic trend index

If T>1, indicated periodic demand is increasing

If T<1, indicates a declining trend

Cyclic component
· Is characterised by periodic shifts in demand lasting more than a year.
· Cycles may be upward or downward.. eg is demand for housing

Promotional component

· Characterises demand swings initiated by a firms marketing activities such as advertising, deals or promotions.

· Swings characterised by sales increases during the promotion followed by sales declines as customers sell or use inventory purchased to take advantage of the promotion.

· Promotion can be regular and thus take place at the same time each year. An irregular promotion component does not necessary occur during the same time period so it must be tracked and considered separately.

· Different from other forecasting components in that it timing and magnitude are controlled to a large extent by the firm.

Irregular component

· Includes the random or unpredictable quantities that do not fit within the other categories.

· Because random, difficult to predict.

· Object is to minimise the magnitude of the random component in developing the forecasting process. This is done by tracking and predicting the other components.
The forecasting Process
1. Selecting a forecast technique

2. Providing a forecast support system

3. The administration of the total forecast process

See pg144, fig 6.4

Technique
· the technique component is the mathematical or statistical computation used to combine base, seasonal, and cyclical components and elements of promotion history into a forecast quantity.
· Techniques include time series modelling, in which sales history is a major factor, and correlation modelling, in which relationships with other independent variables are the major forecast drivers.
Support System
· Forecast support system includes the SC intelligence to gather and analyse data, develop the forecast and communicate the forecast to relevant personnel and planning systems.

· This component allows consideration of external factors such as the impact of promotions, strikes, price changes.

· Important that an effective forecasting process include a support system to facilitate the maintenance, update, and manipulation of the historical database and the forecast.

Administration

· Forecast administration includes the organisational, procedural, motivational and personnel aspects of forecasting and its integration into the other firm functions.
· Organisational aspect concerns individual roles and responsibilities.

· Important these impacts be specified in detail in defining the forecast administration function. If an integrated forecast is desirable, its necessary to specifically define each forecasting responsibility and then hold it accountable  with specific measurements.

· Effective admin req that forecast analysts be trained in both the process and the input of forecasts on SC log operations.

Forecasting Techniques

1. Qualitative

2. Time-series

3. Casual

Qualitative

· Rely heavily on expertise and are quite costly and time consuming.

· Ideal for situations where historical data and much managerial judgement are required.

· Developed using surveys, panels and consensus meetings.

· Not approp for SC foreacasting because of the time req to generate the SKU forecasts.

Time Series

· Are statistical methods utilised when historical sales data containing relat. Clear and stable relat. And trends are available.

· Using historical sales data, time series analysis  is used to identify seasonality, cyclical patterns and trends.

· Assume the future will reflect the past.

· 4 time series tecniques are moving avgs, exponential smoothing, extended smoothing, adaptive smoothing.
· Moving avg-uses an avg of a specific period to estimate the value for the next period.

· Exponential smoothing bases the forecast on the weighted average of the previous demand and forecast levels and takes only the immediate previous periods into consideration. In addition to the previous periods actual sales, it also takes into account the previous periods forecast as correction. Does not detect cyclical patterns in the data. Both exponential smoothing and mov avg techniques are inadequate in cases where demand fluctuates dramatically.
See pg 148 for equations

· Extended exponential smoothing-incorporates the influence of trend and seasonality when specific values for the components can be identified.similar calc to basic smoothing model except there are 3 components and 3 smoothing constants to rep the base, trend and seasonal components. Higher smoothing constant values provide quick responsiveness but  may lead to overreaction and forecasr accuracy prob.

· Adaptive smoothing-provides a regularreview of the alpha factor validity. The alpha factor val is reviewed at the conclusion  of each forecast to determ the exact value tha would have reslted in a prefect forecast for the previous period. Once determined the alpha factor used to generate the subsequent forecast is adjusted to a value that would have produced a perfect forecast.

Casual

· This technique est variables on the basis of the values of other independent variables.

· Not suitable for instances where demand assumes an irregular pattern or is extremely erratic.

· More approp for long term forecasting or aggregate demand forecasting and thus not for individual outlets.

Study Unit 3-Inventory Functionality and Principles
The risk of holding inventory

The opportunities for reducing levels can be found in;

1. The  implementation of JIT and other inventory strategies

2. The exchange of information between different role players in the SC

3. Managements attempts to reduce uncertainty.

For a manuf, inventory risk is long term. His invent commitment begins with raw material and component parts purchase, includes work in process and ends with finished goods.Finished goods are in some cases positioned in warehouses in anticipation of customer demand. In others, manu are req to consign inventory to customer premises. This practice shifts inventory risk to the manufacturer.

Wholesalers purchase large quant from wholesalers  and sells smaller quant to retailers. Economic justific of a wholesaler is the capability to provide customers an assortment of merchandise from different manuf in specific quant. Challenge is product line expansion to the point where the width of the inventory risk approaches that of a retailer while depth and duration of risk remain characteristic of traditional wholesaling.
For retailers, inventory management is about the velocity of buying and selling. Retailers purchase a wide variety of products and assume substantial risk in the marketing process. Retail risk can be viewed a wide but not deep.

The functions of inventory
These are;
1. Geographic specialisation

2. Decoupling

3. Balancing supply and demand

4. Buffer stock

Given a specific manufacturing/marketing strategy, inventories planned and committed to operations can only be reduced to a level consistent with performing the 4 inventory functions. All inventories exceeding the min level represents excess commitments.

Inventory invested to achieve geog special and decoup can only be modified by changes in network facility location and operational processes of the enterprises. For supply and demand it depends on ability to estimate seasonal requirements. For safety stock, these commitments are operational in nature and can be adjusted rapidly in the event of error or policy change.
Inventory related concepts

Two key indicators of inventory performance are service level and average inventory.
Service level

· It’s a performance target specified by man and it defines invent perform obj.

· Measured in terms of an order cycle time, case fill rate , line fill rate, order fill rate.
· Performance cycle is the elapsed time betw the release of a purchase order by a buyer to the receipt of shipment.

· Case fill rate is the percent of cases or units ordered that are shipped as requested. Line fill rate is the percent of order lines filled completely. Order fill is the percent of customers orders filled completely.

Average inventory

· The materials, components, work in progress and finished product typically stocked are referred to as inventory and the typical amount across time is referred to as avg inventory.

See pg 160-161 fig 7.1, 7.2,7.3

The cost of carrying inventory

-the calculation of carrying costs

-the impact of carrying costs on the enterprises finances

-effect of carrying costs on logistical decisions and strategies

Calculating carrying costs
· carrying costs can be determined by multiplying the avg inventory(half orde quantity plus safety stock) by the inventory carrying cost percentage.
· Inventory carrying cost percent are capital, insurance, obsolescence, storage and taxes.
Capital

Capital assessments range from prime interest rate to a higher managerially determinded percent. Cost of capital may vary signif by firm and industry. Firms that are aggressive in used of cash will typically employ a higher cost of capital percentage.
Taxes

Local taxing authorities assess taxes on inventory held in warehouses. Tax rate and means of assessment vary by location. Tax expense is usually a direct levy based on invent level on a specific day or avg inv level over a period of time.
Insurance

Is an expense based upon estimated risk or loss over time. Loss risk depends on the product and facility storing the product. High value products that are easily stolen and hazardous=high insurance cost. Influenced also by security cameras and sprinkler systems that might help reduce risk.

Obsolescence

Results from deterioration of product during storage. Eg products that ages beyond recommended sell by date such as food. Obsol also includes financial loss when a product no longer has fashion appeal or no longer any demand. These costs are estim basis of past experience concerning markdowns, donations.

Storage

This is facility expense related to product holding rather than product handling.

Study Unit 4-inventory planning
Refer to study unit-calculation based
Study Unit 5-Inventory Management

2 categories of inventory management-reactive inventory systems and planning systems
· Reactive methods-react to the demand for the product at individual inventory locations, while planning methods are aimed at the allocation of products to a variety of places. The focus then shifts to a combined inventory manag sys that can be used to solve some of the problems encountered in both systems.

Inventory control

The managerial procedure for implementing an inventory policy is inventory control. Inventory control defines how often inventory levels are reviewed to determine when and how much to order. Its performed on either a perpetual or periodic basis.

Perpetual Review
· This process continually reviews inventory levels to determine inventory replenishment needs. To utilise perpetual review, accurate tracking of all SKUs is necessary. Its implemented through thr reorder point and order quantity
ROP=D x T x SS

ROP=reorder point in units

D=Avg daily demand in units

T=Avg performance cyclelength in days

SS=safety or buffer stock in units

Order quantity is determined by the EOQ

If I + Qo<=ROP, then order Q

If on hand inventory plus on order quantity is less that the established ROP, a replenishment order is initiated.

Average inventory level for a perpetual review system is;

Iavg=Q/2 +SS

Iavg=Avg inventory in units

Q=order quantity in units
SS=safety stock units

Periodic Review

Periodic inventory control reviews the inventory status of an item at regular intervals such as weekly or monthly. Basis reorder point must be adjusted to consider the intervals between review.
Periodic review reorder point

ROP=D(T +P/2) +SS

P=review period in days

Avg inventory;

Iavg=Q/2 +(P x D)/2 +SS

Reactive Methods

Reactive inventory systems react to the inventory needs of the different role players in the SC. The product is as it were, “drawn” to the distribution channel.
A reactive inventory system therefore waits for a customers order before replenishment takes place. These orders are initiated when a customers inventory levels fall below a predetermined order point.

Examples are perpetual and periodic review processes of a typical reactive system.

Assumptions on reactive inventory logic are;
1. The system is founded on the basis assump that all customers, market areas and products contribute equally to profits.

2. Infinite capacity at the source, implying that product can be produced as desired and stored at the production facility until required.

3. Infinite inventory availability at the supply location. No back orders or stockouts in processing replenishment orders.
4. Reactive decision rules assume that performance cycle lead time can be predicted and that cycle time can be predicted and that cycle lengths are independent. Means that each perf cyc is a random event and that extended cycles don’t generally occur for subsequent replenishment orders.
5. Operates best when customer demand patterns are relatively stable and consistent.

6. These systems determine each distribution warehouses timing and quantity of replenishment orders independently of all other sites, including the supply source. Thus there is little potential for to effectively coordinate invent req across multiple distribution warehouses.
7. Performance cycle length cannot be correlated with demand.

Planning Methods

Planning methods use a common info system to coordinate inventory needs at various places and for different participants in a supply chain.

PM entail proactive schedules for the movement of products through the sc according to the estimated demand for the product and product availability.

2 Planning Methods;

1. Fair share allocation

2. Distribution requirements planning

Fair share allocation

· Is a method that provides each distribution facility with an equitable distributor of available inventory.

· Using FSA, the inventory planner determines the amount of inventory that can be allocated to each warehouse from the available inventory at the plant.

· FSA coordinates invent levels across multiple sites but it does not consider specific factors such as differences in performance cycle time, EOQ or safety stock requirements.

See pg 183-184 for equation

Requirements Planning

· Is an approach that integrates across the sc, taking into consideration unique requirements

Collaboratively Inventory Planning

Specific techniques for collaborative inventory replenishment are;

1. Quick response

2. Vendor managed inventory

3. Profile replenishment

Quick response

· Is a technology driven cooperative effort betw retailers and suppliers to improve invent velocity while providing merchandise supply closely matched to consumer buying patterns.
· QR is implemented by sharing retail sales for specific products for sc participants to facilitate right product assortment availability when and where it is req.

· QR arrangements can replenish retail invent in a few days and thus creates an opportunity for max flexibility.

· With fast dependable order response, invent can be committed as req, resulting in increased turnover and improved availability.

Vendor Managed Inventory

· Is a modification of quick response that eliminates the need for replenishment orders.
· Goal is to establish a sc arrangement so flexible and efficient that retail inventory is continuously replenished.

· In QR-the customer makes the decisions on setting target invent levels and in VMI,  the supplier assumes more responsibility and actually manages a category of invent for the customer.
Profile replenishment

· PR strategy extends QR and VMI by giving suppliers the right to anticipate future req according to their overall knowledge of a merchandise category.

· Given PR responsibility, the supplier can simplify retailer involvement by eliminating the need to track unit sales and inv level for fast moving products.

· Such integrated planning capabilities facilitate manufacture coordination and management of customer inventories.

Inventory Management Process
Development process comprises 3 basic steps;

1. Classification of products or the market in order to focus a specific inventory strategy on a particular segment

2. The definition of a strategy for each segment

3. The implementation of the strategy by developing detailed procedures and parameters for each segment.

Criteria for classification and the factors that should be considered;

1. 1st step entails the grouping together of similar products makes it easier for management to focus a specific inventory strategy on a particular segment.

2. 2nd step entails defining the integrated inv strat for each product /market grp or segment. The formulation of an integrated inv strat entails creating specifications for various characteristics of inv management for each segment.

3. 3rd step entails formulating detailed purchases and parameters for each strategy so that the integrated inv strat can be put into effect. Once these procedures are in place, performance must be monitored to ensure that the inv man syst can achieve its objectives.
Study Unit 6-The transport System

The influence of transport on other logistics activities as follows:

1. Transport costs are directly influenced by the location of the enterprise's factories, warehouses, suppliers and customers. The availability, accessibility, suitability and cost of transport actually play a decisive role in the design of a logistics network.

2. Inventory levels and requirements are influenced by the mode of transport used. Expensive, but fast, regular and reliable transport systems, for example, require less inventory.

3. The choice of the mode of transport largely determines the type of packaging that will be required.

4. Handling equipment for loading and off-loading cargo and the design of loading docks depend mainly on the type of carrier.

5. A method of order processing that allows for maximum freight consolidation has the advantage of volume discounts, because larger loads can be transported by carriers.

6. Customer service requirements and objectives also influence the modal and carrier choice. The higher the customer-service requirements, the faster and more reliable the transport services should be.

Transport also directly influences the following four enterprise decisions:

1. Product decisions. The transportability of product (which is determined by its physical characteristics) and the cost and availability of suitable transport plays a decisive role in product design.

2. Market decisions. The decision about where a final product is going to be sold, depends largely on the availability, suitability and cost of transport.

3. Purchasing decisions. The cost, availability and reliability of transport mainly determines what to buy and where to purchase, regardless of the nature of the enterprise.

4. Price decisions. Since transport constitutes a fairly large portion of the total cost of the final product, the price of the transport should be taken into consideration when it comes to decision making. The lower the value of the final product, the greater the contribution of the transport cost element will be to total cost, and the greater the influence of transport tariff changes on the price of the product.
Economies of scale
Economies of scale and economies of distance as important principles in evaluating alternative transport strategies and operation practices. The larger the shipment size and the greater the distance over which the product is transported, the lower the transport cost per unit will be.

Transport Modes

The basic transport modes that are available for logistics purposes are rail, road, water, air and pipeline. A single consignment often requires a combination of two or more forms of transport, because most modes do not render a door-to-door service.

Rail, water and air transport services can only be provided from terminal to terminal (eg station to station or harbour to harbour) hence road transport is needed to transport the consignment from the terminal to the final destination.

See pg 203-208

Professional carriers

1. Professional carriers are synonymous with transport enterprises and undertake transport for remuneration. Hence, transport is the principal activity of the enterprise. 

2. Professional carriers, in turn, can be subdivided into two groups, namely, common carriers and contract carriers. 

3. Common carriers serve the broad public and a variety of shippers, and transport almost anything. Contract carriers specialise in transporting a particular product for a particular enterprise and endeavour to bargain for a fixed contract over a long period.

4. A general trend is for professional carriers to also provide other logistical services such as storage and shipment tracing.

Private carriers

1. Private carriers (also known as auxiliary carriers or own transport) are enterprises whose main activity is not transport.

2. Such enterprises use their own vehicles to transport goods in the enterprise's normal course of events. Hence, this is merely an auxiliary function. In an effort to better utilise vehicles, auxiliary carriers sometimes offer transport services for remuneration on the back-haul.

3. The choice between professional and private transport is an important strategic transport decision
