
Logistics and Distribution

Logistics and distribution are an integral part of any business operation. It is a very complex issue. 

How do you know how much of each product to buy?

· From where do you get it?

· How do you have it shipped?

· Where do you store the excess?

· How do you in turn ship orders to your customers?

The simple example in your textbook (on page 370) of a restaurant owner is complex enough, but distribution gets even more complicated when you add additional products and services, additional locations, and additional countries.

(A simple example of) The Supply Chain of a Typical Good
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Below is the component network for the Ford Escort (in Europe)

Final assembly takes place in the UK and Germany
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· Sourcing

· Numerous considerations when picking sources

· Transportation costs

· Time

· Goods not available locally

· Quality assurance

· Disruptions to delivery services

· Order quantities (economies of scale)

· Multiply suppliers or just one

· Buyer power, seller power (porter’s five forces)

· Across borders you must be aware of the numerous ‘added costs’ that can influence a sourcing decision (26-105% on top of listed price):

· International freight, insurance, and packing (10-12% added cost)

· Import duties (0-50%)

· Customhouse broker’s fees (3-5%)

· Transit or pipeline inventory (5-15%)

· Cost of letter of credit (1%)

· International travel and communication costs (2-8%)

· Company import specialists (5%)

· Reworking of products out of specification (0-15%)

· Warehousing and Storage

· Order more ~ sure to have it on hand, but cash tied up in inventory

· JIT ~ just in time systems ~ have it delivered just as you need it; eliminates the need for  warehousing and thus, all associated costs

· Storing goods costs money as well ~ rent space, or if it’s your space, cash tied up in a building, property taxes, etc.

· The more efficient the warehouse, the less the cost per unit. 

The Warehousing Process



· Physical Distribution

· Actually moving the goods from you to your customer

· If you are a firm in the middle of the supply chain, you are concerned about getting goods to you, as well as out to your customers

· Can be a complicated and frustrating process, especially across international borders

· A good may travel by multiple forms of transportation before its finished

· Numerous factors impact which type of transportation to use:

· Topography

· Climate 

· Cost of various methods

· Type of product being shipped

· Ultimate destination

· Generally, there are four main modes of transportation:

· Road (for short and medium distances, for small or medium cargo)

· Rail (good for bulk materials, or for really long distances)

· Sea (necessary for overseas trade…duh…and cheaper than air)

· Air (faster, but most expensive, good for perishables or for remote areas)
· Information Management

· It’s the direct computer communication between supplier and customer

· Various types of EDI (electronic data interchange)

· Reduces time, costs, and increases efficiency

· Reduces human errors

· Reduces need for clerical staff

· However, little standardisation

· Company becomes vulnerable to viruses or hackers

· Costly initial investment

A Model of High Tech Logistics





Raw Material


Suppliers





Processors


(if necessary)








Manufacturers





UNITED KINGDOM


Carburetor, rocker arm, clutch, ignition, exhaust, oil pump, distributor, cylinder bolt, cylinder head, flywheel ring gear, heater, speedometer, battery, rear wheel spindle, intake manifold, fuel tank, switches, lamps, front disc steering wheel, steering column, glass, weather-strips, locks, mirrors, starter, alternator





Distributors


Wholesalers








Retailers








Consumers





FRANCE


Cylinder head, master cylinder, brakes, underbody coating, weather-strips, clutch release bearings, seat pads and frames, transmission cases, clutch cases, tires, suspension bushes, ventilation units, heater, hose clamps, sealers, hardware





CANADA


Glass, radio





UNITED STATES


EGR valves, hydraulic tappet, glass





ITALY


Carburetor, lamps, defroster grills





SWEDEN


Hose clamps, cylinder bolt, exhaust down pipes, pressings, hardware





NETHERLANDS


Tires, paints, hardware





BELGIUM


Tires, tubes, seat pads, brakes, trim





SPAIN


Wiring harness, radiator and heater hoses, fork clutch release, air filter, battery, mirrors





SWITZERLAND


Underbody coating, speedometer gears





GERMANY


Locks, pistons, exhaust, ignition, switches, front disc, distributor, weather-strips, rocker arm, speedometer, fuel tank, cylinder bolt, cylinder head gasket, front wheel knuckles, rear wheel spindle, transmission cases, clutch cases, clutch, steering column, glass, mirrors, starter, alternator





JAPAN


Starter, alternator, cone and roller bearings, windscreen washer pump





AUSTRIA


Tires, radiator and heater hoses





DENMARK


Fan belt





NORWAY


Exhaust flanges, tires








Receiving Goods








Organising Goods in the Warehouse





Finding and Assembling Orders for Shipment





Consider the Logistics Nightmare of Global Manufacturing








Components of Logistics
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