Learning material in Logistic Management – 642

Part 1

Content:

1. Definitions

2. Article: Supply chain: Analysts weigh in on Toyota recall
3. Article: 5 low-cost warehouse resolutions
1. Definitions

Logistics (1) is the management of the flow of goods, information and other resources, including energy and people, between the point of origin and the point of consumption in order to meet the requirements of consumers (frequently, and originally, military organizations). Logistics involves the integration of information, transportation, inventory, warehousing, material-handling, and packaging, and occasionally security. Logistics is a channel of the supply chain which adds the value of time and place utility. Today the complexity of production logistics can be modelled, analyzed, visualized and optimized by plant simulation software.

Logistics (2) (business definition) Logistics is defined as a business planning framework for the management of material, service, information and capital flows. It includes the increasingly complex information, communication and control systems required in today's business environment.  (Logistix Partners Oy, Helsinki, FI, 1996) 

The term "logistics" originates from the ancient Greek "λόγος" ("logos"—"ratio, word, calculation, reason, speech, oration"). Logistics is considered to have originated in the military's need to supply themselves with arms, ammunition and rations as they moved from their base to a forward position. In ancient Greek, Roman and Byzantine empires, there were military officers with the title ‘Logistikas’ who were responsible for financial and supply distribution matters.

The Oxford English dictionary defines logistics as: “The branch of military science having to do with procuring, maintaining and transporting material, personnel and facilities.” Another dictionary definition is: "The time-related positioning of resources." As such, logistics is commonly seen as a branch of engineering which creates "people systems" rather than" machine systems."

Logistics management is that part of the supply chain which plans, implements and controls the efficient, effective forward and reverse flow and storage of goods, services and related information between the point of origin and the point of consumption in order to meet customer & legal requirements.

Third-party logistics involves the utilization of external organizations to execute logistics activities that have traditionally been performed within an organization itself. According to this definition, third party logistics includes any form of outsourcing of logistics activities previously performed in-house. If, for example, a company with its own warehousing facilities decides to employ external transportation, this would be an example of third party logistics. (www.wikipedia.org)

Integrated Logistics Support (ILS) (1) - ILS is a management function that provides planning, funding, and functioning controls which help to assure that the system meets performance requirements, is developed at a reasonable price, and can be supported throughout its life cycle. (Reference: Air Force Institute of Technology, Graduate School of Acquisition and Logistics.)

Integrated Logistics Support (ILS) (2) - Encompasses the unified management of the technical logistics elements that plan and develop the support requirements for a system. This can include hardware, software, and the provisioning of training and maintenance resources. (Reference: ECRC University of Scranton /Defence Logistics Agency Included with permission from: HUM - The Government Computer Magazine "Integrated Logistics" December 1993, Walter Cooke.) 

2. Article: Supply chain: Analysts weigh in on Toyota recall

The recent recall of millions of Toyota vehicles should be a lesson in the value of analytics and quality control, according to two analysts speaking on the issue

(Sean Murphy, Associate Editor - Logistics Management, 2/2/2010)
Opinions vary on whether the problems that led to millions of Toyota vehicles being recalled this week started on the drawing board in Japan or at the plants in North America.

But two analysts who spoke to SCMR today can confirm one thing: Toyota dropped the ball when it came to analyzing reports of problems in the past, reports that might have helped the company avoid such a dangerous and costly issue. Both analysts agreed that the chief lesson here for Toyota, and any other company looking to avoid similar problems, is to have tighter, more efficient analytics to better spot problems in advance. 

Joe Barkai, practice director at marketing intelligence and advisory firm IDC, cited a 2008 report by the National Highway Transportation Authority, the government body that controls recalls in America. That report, he said, includes internal Toyota documents dating back to 2003, where the automaker detected an "unintended acceleration issue," which at the time had been attributed to floor mats which were not properly anchored. 

This is clear proof, Barkai said, that Toyota has had problems for a long time with acceleration, but has failed to act. "This recent Toyota incident is definitely not new," he said. 

Michael Burkett, vice president of research at AMR Research, came to the same conclusion, citing the same documentation. There is clear evidence, he said, that Toyota was not processing the data from accidents and service reports properly. "They were having difficulty correlating that information," he said. "It doesn't appear that they detected problems were arising until it came to a head." 

Barkai suggested one factor in the size of the recall is the very design of Toyota vehicles, which in this case, may have been too efficient for the company's own good. "The cars are very, very similar," he said. "They use the same parts. They use the same suppliers." 

As a result, Barkai said, even a minor parts-related issue could easily affect millions of cars at once. Of course, Barkai added, this same factor should have allowed Toyota to see the problem a lot sooner. 

Burkett said companies looking to avoid the same mistakes Toyota has made should be examining their systems for analyzing reports and data from the field. "You have to have some kind of closed-loop feedback," he said. Barkai agreed, noting that reports of faulty parts can often be overlooked amid the sea of data coming into the company from design, testing, manufacturing and other areas of the company. 

"Sometimes it's hard to see the pattern through all the noise," he said. Better analytics tools, including software-as-a-service products, Barkai said, could help Toyota and other companies crunch the numbers. "They can discern patterns the human eye cannot," he said. 

As to how Toyota, a company with a supply chain philosophy so well-respected it has introduced the term "lean" into the corporate lexicon, could make such mistakes, Barkai suggested the problem is in America. Citing conversations he has had with Toyota executives in the past, Barkai said he believes Toyota became too focused on competition with Detroit, at the expense of quality control. "It's the only explanation," he said. "It's mundane, and not the Toyota way, but that may be it." 

Burkett, who acknowledged he didn't have any direct inside information on Toyota's business practices, disagreed. So far, Burkett said the facts coming from Toyota suggest that the recall is due to a part failure. Burkett said all signs point to this being a design issue, not a manufacturing one, which means the problem did not originate here. "It's designed in Japan, and the part is built in North America," he said.
3. Article: 5 low-cost warehouse resolutions

Our suggestions aim to facilitate the flow of product and information to create additional capacity and resources just in time for the uptick in the economy—without draining what’s left in your budget.

(By Maida Napolitano, Contributing Editor - Logistics Management, 1/1/2010)
We all know that money’s tight. In fact, our 2009 Warehouse and DC Operations Survey showed us quite clearly that DC managers across many industries are being forced to sit on their hands due to capital spending freezes brought on by this horrific economic downturn. 

And of course, with no money for new equipment and fancy technology, it’s easy for logistics professionals to get lulled into a state of inactivity, allowing operations to get a little flabby around the middle. 

But be warned: The latest retail sales figures are starting to tell a more positive story. And with the end of the recession just around the corner, it’s now more crucial than ever to make sure your DC is in great shape. So, even if you have to scrape the bottom of that budget barrel, it’s time to get creative with what you have because you have no choice—you have to be ready for returning volumes. 

What follows are five easy, low-cost ideas that you can implement immediately to help you get your operation back on the right track. All of these steps aim to facilitate the flow of product and information, creating additional capacity and resources just in time for the uptick in the economy. 

1 Cut the waste and go Lean

Our 2009 Warehouse and DC Operations Survey told us that 39 percent of logistics managers who oversee warehouse and DC operations are already going lean. The lean process is a methodology for looking at every piece of your operation and eliminating unnecessary elements. It involves creating a team to map out the operation using value-stream mapping, identifying the activities and resources being used, and specifically targeting those activities that don’t give any added value to the product. 

Steps are then initiated to reduce or eliminate the activity itself or its drain on resources—be it labor, space or time. “Due to the way lean events are formalized, many companies prefer it because it gives them a structure to work with,” says Jack Kuchta, president of Jack Kuchta LLC, a N.J.-based consulting firm specializing in warehouse and DC operations. “It’s looking at the current operation in very fine detail to make sure everything is covered.” 

Geoff Sisko, vice president with Jack Kuchta LLC, recalls how during one value stream mapping project the team had a map on brown paper probably about 50-feet long. “Every single step was in there, and in those steps that people identified as truly wasteful they put a tombstone. Then they talked about ways to eliminate that step or that process.” 

While there are people who are certified to be lean leaders and are trained to lead a lean event, our experts agree that it may not be necessary to go to such lengths. “It certainly does take a person with a certain amount of dedicated time to do it,” says Kuchta, “It also takes somebody who doesn’t take ownership of the process and who will not be resistant to change.” 

Low-cost ideas that usher in a leaner, more productive distribution operation include reducing the number of “touches” when picking an order; rearranging layouts to find more storage space; changing pick paths and picking methods; moving popular items or fast movers closer to docks; spreading them out to eliminate congestion; and identifying and eliminating obsolete inventory. 

“Under a lean culture, all employees must understand is that there is no end to the efforts to reduce waste in terms of time, space, or costs,” adds Kuchta. “Lean should be viewed as a continuous improvement process.” 
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2 Save energy and go green

A program that’s gaining ground is the retrofitting of facilities currently lit with high intensity discharge (HID) lights, such as high pressure sodium (HPS) or metal halide, with new high-efficiency fluorescent (T-5 or T-8) systems. 

According to Rick Diehl, director of sales for Sylvania Lighting Services, retailers in general have been actively adopting this technology in their DCs because of the positive effect this new lighting technology has had in their stores. “The retrofit generally yields payback of less than 2 years,” reports Diehl. In addition, facilities can expect light energy savings of 50 percent over HID systems, not counting maintenance savings or utility rebates. 

According to Kuchta, another rather simple green initiative that’s working well right now is the shredding of corrugated to use as dunnage. Because it can become dusty, it’s not recommended for consumer products, but it’s an ecologically sound way of handling corrugated for one more use while saving on the costs of dunnage supplies. 

Here’s something else to consider: If you’re business will support it, maybe working four 10-hour days is more efficient than working five 8-hour days due to energy usage. 

3 Cross dock and control inventory

The one thing that most operations can do immediately to virtually eliminate inventory is to increase efforts to cross dock. With a little bit of planning, cross docking increases the flow of product through the DC by processing inbound items immediately for shipment as soon as they arrive in the DC. 

“Unless you have strict first-in-first-out rules,” says Sisko, “why put it away into storage when you can replenish directly from the dock?” If you have available dock doors, you might want to take this fast-flow approach even one step further. Consider negotiating with your carriers so that fast-moving, large items, such as LCD televisions or small appliances, can remain in its inbound trailer at the dock as a short term, fast-pick location. 

And because inventory is simply a buffer for mistakes in forecasting, it’s also a good time to re-examine your forecasting process. Sisko suggests spending time with your customers in route to achieving this step. “Find out what they’re going through, because that’s going to help you forecast.” 

Better forecasts may eventually allow you to reduce safety stock levels, especially if your suppliers can provide you the materials on shorter cycles. These days, however, Kuchta warns against reducing safety stock by too much, as mass merchants like Target and Wal-Mart are starting to once again build inventories, especially in consumer products. 

“It’s all about just managing the inventory better and taking the opportunity to get inventory where they should be for your business,” Kuchta adds. 
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4 Manage your labour

With companies reducing their workforces as far as they can, it’s not a bad idea to start paying better attention to the few who are left. 

Sisko notes that this is a good time to cross train people. “Maybe you can have people you can flex, where they start out as pickers then shift to packing, when the packing area gets busy.” 

Kuchta also suggests shadowing how your workers do their work. Figure out low-cost, ergonomic ways to carry out activities that maximize workers’ comfort and improve their productivity. These include designing workstations that can adjust to individuals, adding task lighting, and installing pallet levelers so people aren’t bending and stooping. 

“Re-slot fast movers to pick locations so pickers don’t have to reach as much or bend as much,” adds Sisko. “Where nine people may be doing the work of fifteen people, locate products along the pick path closest to the docks so that they don’t have to walk the whole warehouse to pick an order.” 

Even in the short term, these low-cost efforts can have tremendous affect on productivity. “It’s all about keeping the people you’ve got happy and making them the core of your business’ future,” says Sisko. 

5 Think beyond the basics

When all else fails, it’s time to think beyond the basics. For example: Schedule your inbound and outbound carriers so that you don’t have a whole staff of people doing nothing and then all of sudden they’re scrambling for two hours because all the carriers are arriving at the same time. 

“People don’t realize that they have the power to assign truckers a time for them to show up at their dock door,” says Sisko. “Carriers quickly learn that they have to call for an appointment. If they don’t, they get turned around and waste time and money.” 

You may also want to stop weekend shipping. If your customers don’t require it, then why do it? Our experts agree that most companies are more concerned with consistent, error-free, on-time deliveries rather than fast shipment. 

“If you say it’s going to be there on Tuesday morning, then it should be there on Tuesday morning,” says Kuchta. He suggests that if you want to get it there Tuesday, instead of shipping it on a Saturday, you should ship it Friday and keep your weekends free. 

“For some businesses, it might be an appropriate time to look at shared services,” according to Kuchta. He recommends using a third-party logistics provider (3PL) who can not only handle your distribution, but also the distribution work of several other companies all in the same building. Or take it one step further: If your operation has excess capacity, Kuchta suggests doing some of the 3PL work yourself. “Consider performing storage and processing services for other people and creating your own revenue stream,” he adds. 

“In the end, you have to be imaginative,” advises Sisko. “You have to really look at what you’re trying to accomplish and how you are trying to serve your customer and investigate ways of doing work more efficiently.” 

