
“Introduction to Logistics”.

: The Supply Chain Management Concept

Topic Objective:

At the end of this topic student would be able to:

 Understand the differences between supply chain and supply chain management

 Understand the SCOR and GSCF models of supply chain management

 Understand the four key attributes of supply chain management

 Understand the contemporary supply chains need

 Understand the difference between relational and transactional exchanges

 Understand the connection between technology and supply chain

 Understand the impact of the Internet on supply chain management

 Understand the ways that inventory can be reduced in the supply chain

 Understand the supply chain collaboration

 Understand the barriers in supply chain management

 Understand the thinking of top management in relation to supply chain management

 Understand the best of breed and single integrator approaches

 Understand the third-party logistics services

 Understand the sentiment that fourth-party logistics companies use

 Understand the various types of supply chain software

Definition/Overview:

Supply chain management concept: Supply chain management (SCM) is the management of a

network of interconnected businesses involved in the ultimate provision of product and service

packages required by end customers. Supply Chain Management spans all movement and storage

of raw materials, work-in-process inventory, and finished goods from point-of-origin to point-of-

consumption (supply chain).
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Key Points:

1. Differences between supply chain and supply chain management.

A supply chain refers to the activities associated with the flow and transformation of goods from

the raw material stage, through to the end user, as well as the associated information flows.

Supply chains are not a new concept in the sense that through the years organizations have been

dependent on suppliers and organizations have served customers. Although any organization can

be part of a supply chain, supply chain management requires overt management efforts by the

organizations in the supply chain. Moreover, supply chain management cannot be successful

unless the participating companies adopt an enterprise-to-enterprise perspective.

2. The SCOR and GSCF models of supply chain management.

The SCOR model identifies five key processesplan, source, make, deliver, and returnassociated

with supply chain management. Each of the five processes indicates the important role of

logistics in supply chain management. There are eight relevant processes in the GSCF

modelcustomer relationship management, customer service management, demand management,

order fulfillment, manufacturing flow management, supplier relationship management, product

development management, and returns management. Logistics also plays an important role in

the supply chain processes in the GSCF model.

3. What are four key attributes of supply chain management

The six key attributes of supply chain management: customer power; a long-term orientation;

leveraging technology; enhanced communication across organizations; inventory control;

interorganizational coordination.

4. Contemporary supply chains needs to be fast and agile

First, fast encompasses a time/speed component, while agile focuses on an organizations ability

to respond to changes in demand with respect to volume and variety. Fast and agile are important

attributes of contemporary supply chains in part because customer needs and wants can change

relatively quickly. Failure to be fast and agile can result in decreased market share, reduced

profitability, lower stock price, and/or dissatisfied customers for supply chain participants.

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

2
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



5. Difference between relational and transactional exchanges

Relational exchanges tend to emphasize a long-term orientation, while transactional exchanges

have a short-term orientation. Unlike transactional exchanges, relational exchanges are

characterized by attributes such as trust, commitment, and dependence, among others. Supply

chain management suggests that supply chains exist to improve the long-term performance of the

individual companies and the supply chain as a whole. Relational exchanges also have a long-

term orientation. As a result, relational exchanges are more relevant than transactional exchanges

to supply chain management.

6. Technology and supply chain

Although students can support either side of the argument, the text does argue that technology

has been at the center of changes taking place that affect the supply chain. In particular, increases

in computing power and the Internet have been behind much of this change.

7. Internet and supply chain management.

The Internet can facilitate supply chain effectiveness and efficiency by providing opportunities to

simultaneously improve customer service and reduce logistics costs. The Internet allows one

supply chain party to have virtually instantaneous visibility to the same data as do other supply

chain participants. This can ultimately result in lower inventories and improved profitability

throughout the supply chain.

8. Inventory reduction in the supply chain.

Ways to reduce inventory in the supply chain include, but are not limited to, smaller, more

frequent orders; the use of premium transportation; demand-pull (think of Dell Computers), as

opposed to supply-push, replenishment; the elimination or consolidation of slower-moving

products.

9. Supply chain collaboration can be classified as transactional, tactical information

sharing, or strategic in nature.

Students could argue that supply chain collaboration is not transactional, tactical information

sharing or strategic in nature, but the text argues for this classification scheme.
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10. Barriers to supply chain management

With respect to regulatory conditions, a number of todays supply chain arrangements were illegal

until the early 1980s. At a minimum, companies should be aware of regulatory considerations

before pursuing supply chain arrangements. Political conditions such as war and governmental

stability can also act as barriers to supply chain management. War, for example, could easily

disrupt well-established supply chains. Government policies that either discourage

interorganizational coordination or discourage doing business with certain countries which

would have a negative impact on supply chain efficiency.

11. Top management and supply chain management

Top management has the ability to allocate the necessary resources for supply chain endeavors

and top management has the power to structure, or restructure, corporate incentive policies to

focus on achieving organizational or interorganizational (as opposed to functional) objectives.

12. Frequent use of shopper cards and customers privacy

Although either answer is acceptable, the question of data usage versus customer privacy has

generated impassioned discussions by students. On the one hand, the frequent shopper cards can

provide a plethora of data about the shopping habits of particular consumers, potentially allowing

stores to achieve customized marketing for individual customers. At the same time, frequent

shopper cards could violate customer privacy in the sense that certain customers might be

uncomfortable that stores have access to such detailed data about them, particularly if the data

includes frequent purchases of potentially embarrassing products (e.g., laxatives).

13. Best of breed and single integrator approaches.

In a single integrator approach, all relevant software applications (e.g., inventory management,

transportation management, warehouse management, etc.) are provided by a single vendor. One

advantage of this approach is that there should be coordination across the various applications.

Alternatively, a best of breed approach chooses the best application for a particular function and

this approach often requires additional software packages to coordinate the different applications.
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14. Corporate cultures and supply chain management

Again, either answer is adequate. However, the text indicates that incompatible corporate

cultures could present potential obstacles to effective and efficient supply chain management. In

addition, manifestations of corporate cultures, such as company rituals, company brochures, and

the like, can provide important clues about the ability of potential supply chain parties to work

together.

15. Supply Chain Integration In Global Supply Chains

Integration challenges in global supply chains include cultural, economic, technological,

political, spatial, and logistical differences. Global supply chains translate into both longer, and

more unpredictable, lead times for shipments, which increases the chances that customer demand

might not be fulfilled due to a potential out-of-stock situation.

16. Three primary methods that organizations uses to integrate their supply chains.

One method is vertical integration, in which one organization owns multiple participants in the

supply chain. Sherwin-Williams, for example, is a paint manufacturer and also owns retail paint

stores. A second method involves formal contracts among various participants, such as occurs

with franchising. The third method focuses on informal agreements among various organizations

to pursue common goals and objectives. This option provides a great deal of flexibilitywhich can

have both positive and negative aspects.

17. Contemporary third-party logistics and the earlier types of third-party logistics.

For one, there tend to be formal contracts (generally 35 years) between providers and users.

Contemporary third-party logistics also tends to be characterized by a relational focus, an

emphasis on mutual benefits, and the availability of customized (as opposed to standardized)

offerings. In short, contemporary third-party logistics has a decidedly long-term outlook, as

opposed to shopping around for the best deal at the present time.

18. Reasons for using third-party logistics services

The decision to use third-party logistics services can be driven by strategic considerations in the

sense that an organization believes that one or more aspects of its supply chain needs to be
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transformed. Alternatively, the decision to use 3PL services could be more tactical in nature; an

organization might have an inefficient distribution network as well as an inability to control

costs, among other reasons. Reasons for unsuccessful 3PL arrangements include unreasonable

and unrealistic expectations and a lack of flexibility.

Fourth-party logistics companies and unnecessary cost

Either answer is acceptable. Because fourth-party logistics is a relatively new concept, it may be

too early to have a good idea as to the ultimate role(s) that these intermediaries will play in

effective and efficient supply chains. Their usefulness could be limited if they continue to be best

suited to large companies with global supply chains.

Supply chain software.

Some software packages focus on specific functional areas such as reverse logistics,

transportation, warehousing, or inventory management. Other software packages focus on

specific supply chain processes such as such as customer relationship management or

collaborative planning, forecasting, and replenishment. Still other packages attempt to

simultaneously optimize supply chain processes across organizations.

: Supply Management

Topic Objective:

At the end of this topic student would be able to:

 Understand Supply management

 Learn about Groups and certifications

 Learn about chain management

 Identify Supply and Contract Management Software
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Definition/Overview:

The term supply management describes the methods and processes of modern corporate or

institutional buying. This may be for the purchasing of supplies for internal use, purchasing raw

materials for the consumption during the manufacturing process, or for the purchasing of goods

for inventory to be resold as products in the distribution and retail process.

The supply management function of an organization is responsible for various aspects of

acquiring goods and services for the organization. In many organizations, acquisition or buying

of services is called contracting, while that of goods is called purchasing or procurement

Key Points:

1. Supply management

 Managing supplier performance

 Implementing technologies, processes, policies, and procedures to support the purchasing

process (Supplier Relationship Management).

 The supplier relationship management process: a process for providing the structure for how

relationships with suppliers will be developed and maintained.

 Economic theories of supply and demand

 Supply management is generally regarded as a systematic business process that includes more

functions than traditional buying, such as coordinating inbound and internal pre-production

logistics and managing inventory.

Supply management deals primarily with the oversight and management of materials and

services inputs, management of the suppliers who provide those inputs, and support of the

process of acquiring those inputs. The performance of supply management departments and

supply management professionals is commonly measured in terms of amount of money saved for

the organization. However, managing risk is one of the other critical aspects of supply

management; especially the risk of non-availability at the required time of quality goods and

services critical for an organization's survival and growth.
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2. Groups and certifications

The importance of supply management in global business has prompted the formation of

professional organizations to address the need for higher levels of supply management skill and

expertise. One of the largest of these is the Institute for Supply Management, a United States not-

for-profit association that includes more than 40,000 members. It is affiliated with the

International Federation of Purchasing and Supply Management, a union of local and national

purchasing associations with approximately 200,000 members.

For companies seeking to fulfill diversity supplier spend commitments, the National Minority

Supplier Development Council with 39 affiliated nation-wide councils, was established in 1972

to assist in promoting supplier diversity, and also provides management training and access to

viable minority business enterprises.

Many certification programs are relevant to the supply management profession. Some are offered

through non-profit associations, such as the Certified Purchasing Manager (CPM) and Certified

Professional in Supply Management (CPSM) through the Institute for Supply Management.

There are also for-profit companies who offer certification programs, such as Next Level

Purchasing, Inc. who offers the Senior Professional in Supply Management (SPSM)

Certification.

3. Supply chain management

Supply management is different than supply chain management, though it can be considered a

component of supply chain management. Conversely, where the supply management function is

established as a C-level strategic effort, supply chain management is but one component of an

overall strategic supply management approach. Supply chain management, which can be

automated, generally refers to:

 The oversight and management of materials and services inputs

 The production process in which those materials and services are used, and
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 The provision of outputs that are generated through the use of the acquired materials and

services, which is analogous to the fulfillment of customer requirements.

Supply management is a complementary discipline that encompasses the alignment of

organizations, processes, and systems for strategic sourcing, contract management, supplier

management, spending analysis to continuously improve global supply for best-value

performance in support of the strategic objectives of the business.

4. Supply and Contract Management Software

"Magic Quadrant For Sourcing Application Suites, 2008, a Gartner research report, summarizes:

"Sourcing applications provide a systematic and scalable means for organizations to manage the

full sourcing process, including finalizing purchase specifications, selecting suppliers and

negotiating prices....Most sourcing solution vendors bundle spend analysis, contract management

and supplier performance management tools into their suites." The Gartner report summarizes,

"Best-of-breed providers with suites delivered via software as a service dominate the strategic

sourcing application market, while ERP companies with integrated offerings are gaining traction

by providing tactical sourcing support." Gartner estimates the sourcing software market at close

to a half-billion dollars in 2007 with an annual growth rate of 5%

: Operations

Topic Objective:

At the end of this topic student would be able to:

 Understand Cross-Functional Approach

 Understand Supply chain activities
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Definition/Overview:

Operations: American professional association put forward is that Supply Chain Management

encompasses the planning and management of all activities involved in sourcing, procurement,

conversion, and logistics management activities. Importantly, it also includes coordination and

collaboration with channel partners, which can be suppliers, intermediaries, third-party service

providers, and customers.

Key Points:

1. Cross-Functional Approach

Supply chain management is a cross-functional approach to manage the movement of raw

materials into an organization, certain aspects of the internal processing of materials into finished

goods, and then the movement of finished goods out of the organization toward the end-

consumer. As organizations strive to focus on core competencies and becoming more flexible,

they have reduced their ownership of raw materials sources and distribution channels. These

functions are increasingly being outsourced to other entities that can perform the activities better

or more cost effectively. The effect is to increase the number of organizations involved in

satisfying customer demand, while reducing management control of daily logistics operations.

Less control and more supply chain partners led to the creation of supply chain management

concepts. The purpose of supply chain management is to improve trust and collaboration among

supply chain partners, thus improving inventory visibility and improving inventory velocity.

2 . Supply chain activities

Several models have been proposed for understanding the activities required to manage material

movements across organizational and functional boundaries. SCOR is a supply chain

management model promoted by the Supply Chain Management Council. Another model is the
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SCM Model proposed by the Global Supply Chain Forum (GSCF). Supply chain activities can

be grouped into strategic, tactical, and operational levels of activities.

Strategic

 Strategic network optimization, including the number, location, and size of warehouses,

distribution centers and facilities.

 Strategic partnership with suppliers, distributors, and customers, creating communication

channels for critical information and operational improvements such as cross docking, direct

shipping, and third-party logistics.

 Product design coordination, so that new and existing products can be optimally integrated into

the supply chain, load management

 Information Technology infrastructure, to support supply chain operations.

 Where-to-make and what-to-make-or-buy decisions

 Aligning overall organizational strategy with supply strategy.

 Tactical

 Sourcing contracts and other purchasing decisions.

 Production decisions, including contracting, locations, scheduling, and planning process

definition.

 Inventory decisions, including quantity, location, and quality of inventory.

 Transportation strategy, including frequency, routes, and contracting.

 Benchmarking of all operations against competitors and implementation of best practices

throughout the enterprise.

 Milestone payments

 focus on customer demand.

 Operational

 Daily production and distribution planning, including all nodes in the supply chain.

 Production scheduling for each manufacturing facility in the supply chain (minute by minute).

 Demand planning and forecasting, coordinating the demand forecast of all customers and sharing

the forecast with all suppliers.

 Sourcing planning, including current inventory and forecast demand, in collaboration with all

suppliers.
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 Inbound operations, including transportation from suppliers and receiving inventory.

 Production operations, including the consumption of materials and flow of finished goods.

 Outbound operations, including all fulfillment activities and transportation to customers.

 Order promising, accounting for all constraints in the supply chain, including all suppliers,

manufacturing facilities, distribution centers, and other customers.

: The Integrated Logistics Concept

Topic Objective:

At the end of this topic student would be able to:

 Understand the Supply Chain Management of interchangeable

 Learn outsourced technology

 Identify outsourcing/partnerships

 Evaluate performance measurement

 Look into Reverse Supply Chain Reverse Logistics

Definition/Overview:

Supply Chain Management encompasses the planning and management of all activities involved

in sourcing, procurement, conversion, and logistics management activities. Importantly, it also

includes coordination and collaboration with channel partners, which can be suppliers,

intermediaries, third-party service providers, and customers.
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Key Points:

1. Understand the Supply Chain Management of interchangeable

One expert distinguishes Supply Chain Management and logistics, while others consider the

terms to be interchangeable. The effect is to increase the number of organizations involved in

satisfying customer demand, while reducing management control of daily logistics operations.

Less control and more supply chain partners led to the creation of supply chain management

concepts. The purpose of supply chain management is to improve trust and collaboration among

supply chain partners, thus improving inventory visibility and improving inventory velocity.

Strategic partnership with suppliers, distributors, and customers, creating communication

channels for critical information and operational improvements such as cross docking, direct

shipping, and third-party logistics.

Specialization within the supply chain began in the 1980s with the inception of transportation

brokerages, warehouse management, and non asset based carriers and has matured beyond

transportation and logistics into aspects of supply planning, collaboration, execution and

performance management.

At any given moment, market forces could demand changes within suppliers, logistics providers,

locations, customers and any number of these specialized participants within supply chain

networks. This variability has significant effect on the supply chain infrastructure, from the

foundation layers of establishing and managing the electronic communication between the

trading partners to the more-complex requirements, including the configuration of the processes

and work flows that are essential to the management of the network itself.

Supply chain specialization enables companies to improve their overall competencies in the same

way that outsourced manufacturing and distribution has done; it allows them to focus on their

core competencies and assemble networks of best in class domain specific partners to contribute

to the overall value chain itself thus increasing overall performance and efficiency. The ability to
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quickly obtain and deploy this domain specific supply chain expertise without developing and

maintaining an entirely unique and complex competency in house is the leading reason why

supply chain specialization is gaining popularity.

2. Outsourced technology

Outsourced technology hosting for supply chain solutions debuted in the late 1990s and has

taken root in transportation and collaboration categories most dominantly. This has progressed

from the Application Service Provider (ASP) model from approximately 1998 through 2003 to

the On-Demand model from approximately 2003-2006 to the Software as a Service (SaaS)

model we are currently focused on today.

3. Outsourcing/partnerships

This is not just outsourcing the procurement of materials and components, but also outsourcing

of services that traditionally have been provided in-house. The logic of this trend is that the

company will increasingly focus on those activities in the value chain where it has a distinctive

advantage and everything else it will outsource. This movement has been particularly evident in

logistics where the provision of transport, warehousing and inventory control is increasingly

subcontracted to specialists or logistics partners. Also, to manage and control this network of

partners and suppliers requires a blend of both central and local involvement. Hence, strategic

decisions need to be taken centrally with the monitoring and control of supplier performance and

day-to-day liaison with logistics partners being best managed at a local level.

4. Performance measurement

Experts found a strong relationship from the largest arcs of supplier and customer integration to

market share and profitability. By taking advantage of supplier capabilities and emphasizing a

long-term supply chain perspective in customer relationships can be both correlated with firm

performance. As logistics competency becomes a more critical factor in creating and maintaining

competitive advantage, logistics measurement becomes increasingly important because the

difference between profitable and unprofitable operations becomes narrower. It has been noted

that firms engaging in comprehensive performance measurement realized improvements in
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overall productivity. According to experts internal measures are generally collected and analyzed

by the firm including

 Cost

 Customer Service

 Productivity measures

 Asset measurement, and

 Quality.

External performance measurement is examined through customer perception measures and

"best practice" benchmarking, and includes 1) customer perception measurement, and 2) best

practice benchmarking. Components of Supply Chain Management are 1. Standardization 2.

Postponement 3. Customization

Based on the studies, it is suggested that there are following supply chain components:

4.1. For customer service management: Includes the primary level component of

customer relationship management, and secondary level components such as

benchmarking and order fulfillment.

4.2. For product development and commercialization: Includes the primary level

component of Product Data Management (PDM), and secondary level components such

as market share, customer satisfaction, profit margins, and returns to stakeholders.

4.3. For physical distribution, manufacturing support and procurement: Includes the

primary level component of enterprise resource planning (ERP), with secondary level

components such as warehouse management, material management, manufacturing

planning, personnel management, and postponement (order management).

4.4. For performance measurement: Includes the primary level component of logistics

performance measurement, which is correlated with the information flow facility

structure within the organization. Secondary level components may include four types of

measurement such as: variation, direction, decision and policy measurements. More

specifically, in accordance with these secondary level components, total cost analysis
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(TCA), customer profitability analysis (CPA), and asset management could be concerned

as well.

4.5. For outsourcing: Includes the primary level component of management methods, and

the strategic objectives for particular initiatives in key areas of information technology,

operations, manufacturing capabilities, and logistics (secondary level components).

5. Reverse Supply Chain Reverse Logistics

Reverse Supply Chain Reverse Logistics is the process of planning, implementing and

controlling the efficient, effective inbound flow and storage of secondary goods and related

information opposite to the traditional supply chain direction for the purpose of recovering value

or proper disposal. Reverse logistics is also referred to as "Aftermarket Customer Services". In

other words, anytime money is taken from a company's Warranty Reserve or Service Logistics

budget that is a Reverse Logistics operation.

In Section 2 of this course you will cover these topics:
Quality Customer Service And Integrated Logistics

Service Response Logistics

Domestic Transportation

Transportation Management

You may take as much time as you want to complete the topic coverd in section 2.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to continue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later
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: Quality Customer Service And Integrated Logistics

Topic Objective:

At the end of this topic student would be able to:

 Understand the ILS management process

 Analyze ILS management process

Definition/Overview:

Integrated Logistics Support (ILS) is a technique introduced by the UK Army to ensure that the

supportability of equipment is considered during its design and development.

Key Points:

1. UK MOD

The technique was adopted by the UK MOD in 1993 and made compulsory for the procurement

of the majority of MOD equipment. The aim of ILS is to address three aspects of supportability

during the acquisition whole life cycle of the equipment.

 Influence on Design. This is an iterative process during the design of the main equipment to

ensure that supportability aspects are considered. This is to ensure that user service and routine

servicing tasks can be performed easily and that existing tools and techniques can be used.

Further, the supportability of the equipment must be displayed during phases of LMMD

(Logistics, Service & Manpower Demonstration) to ensure that all aspects of supportability have

been addressed.

 Design of the Support Solution. Ensuring that the Support Solution considers and integrates the

elements considered by ILS. This is discussed fully below.
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 Determination and Procurement of the Initial Support Package. This calculates the requirement

for spares, special tools and documentation is defined and that the quantity required for a given

period is calculated, procured and delivered to support the delivery and operation of the main

equipment.

2. ILS management process

The ILS management process which facilitates development and integration of the 10 individual

logistic support elements to specify, design, develop, acquire, test, field, and support systems.

There are 10 ILS elements:

2.1. Service planning

2.2. Supply support

2.3. Support and Test Equipment/Equipment support

2.4. Manpower and personnel

2.5. Training and training support

2.6. Technical data

2.7. Computer Resources support

2.8. Facilities

2.9. Packaging, Handling, Storage, and Transportation (PHS&T)

2.10. Design interface

All elements of ILS must be developed in coordination with the system engineering effort and

with each other. Tradeoffs may be required between elements in order to acquire a system that is

affordable (lowest life cycle cost), operable, supportable, sustainable, transportable, and

environmentally sound within the resources available.
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The planning for ILS for a system is normally contained in an Integrated Logistics Support Plan

(ILSP). ILS planning activities coincide with development of the system acquisition strategy, and

the program will be tailored accordingly.

ILS was originally developed by the military as the planning and execution of supporting the

combat systems that were developed or acquired. More recently, ILS is more and more being

used by non-defense organizations to plan how the products that they develop will be supported

over their life cycle. Supportability engineering is related to and developed from ILS.

: Service Response Logistics

Topic Objective:

At the end of this topic student would be able to:

 Understand the Facilities logistics

 Learn Design interface

Definition/Overview:

Service planning begins early in the acquisition process with development of the service concept.

It is conducted to evolve and establish requirements and tasks to be accomplished for achieving,

restoring, and maintaining the operational capability for the life of the system. Service planning

relies on Level of Repair Analysis (LORA) as a function of the system acquisition process.
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Key Points:

1. Facilities logistics

The Facilities logistics element is composed of a variety of planning activities, all of which are

directed toward ensuring that all required permanent or semi permanent operating and support

facilities (for instance, training, field and depot service, storage, operational, and testing) are

available concurrently with system fielding. Planning must be comprehensive and include the

need for new construction as well as modifications to existing facilities.

Facility construction can take from 5 to 7 years from concept formulation to user occupancy. It

also includes studies to define and establish impacts on life cycle cost, funding requirements,

facility locations and improvements, space requirements, environmental impacts, duration or

frequency of use, safety and health standards requirements, and security restrictions. Also

included are any utility requirements, for both fixed and mobile facilities, with emphasis on

limiting requirements of scarce or unique resources.

2. Design interface

Design interface is the relationship of logistics-related design parameters of the system to its

projected or actual support resource requirements. These design parameters are expressed in

operational terms rather than as inherent values and specifically relate to system requirements

and support costs of the system. Programs such as "design for testability" and "design for

discard" must be considered during system design. The basic items that need to be considered as

part of design interface include:

2.1. Reliability requirements.

2.2. Maintainability requirements.

2.3. Standardization requirements.

2.4. Interoperability requirements.
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2.5. Safety requirements.

2.6. Security requirements.

2.7. Usability requirements.

2.8. Environmental and HAZMAT requirements.

2.9. Privacy requirements, particularly for computer systems.

2.10. Legal requirements.

: Domestic Transportation

Topic Objective:

At the end of this topic student would be able to:

 Learn about Logistician

 Understand Military logistics

 Understand Logistics management

 Learn about Logistics Management Software

 Understand Business logistics

 Learn about Production logistics

Definition/Overview:

Logistics 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 involve

the integration of information, transportation, and inventory, warehousing, material-handling,

and packaging.
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Key Points:

1. Logistician

Logistician is the profession in the logistics & transport sectors, including sea, air, land and rail

modes. Professional qualifications for the logisticians can carry post-nominal letters. Common

examples include FCILT/CMILT/MILT (by The Chartered Institute of Logistics & Transport)

(CILT), EJLog/ESLog/EMLog (by European Logistics Association) (ELA), PLog (by Canadian

Professional Logistics Institute), CML/CPL (by International Society of Logistics) (SOLE),

JrLog/Log/SrLog (by China Federation of Logistics & Purchasing) (CFLP), FHKLA/MHKLA

(by Hong Kong Logistics Association) (HKLA), PLS/CTL/DLP (by American Society of

Transportation & Logistics) (AST&L). However, some universities and academic institutions do

help in producing logisticians, by offering academic degree programmes at both undergraduate

and postgraduate levels, too.

2. Military logistics

In military logistics, logistics officers manage how and when to move resources to the places

they are needed. In military science, maintaining one's supply lines while disrupting those of the

enemy is a crucialsome would say the most crucialelement of military strategy, since an armed

force without resources and transportation is defenseless.

The defeat of the British in the American War of Independence, and the defeat of Erwin Rommel

in World War II, have been largely attributed to logistical failure. The historical leaders Hannibal

Barca, Alexander the Great and the Duke of Wellington are considered to have been logistical

geniuses. Another field within logistics is called Medical logistics.

3. Logistics management

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
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information between the point of origin and the point of consumption in order to meet customers'

requirements. A professional working in the field of logistics management is called a logistician.

The Chartered Institute of Logistics & Transport (CILT) was established in the United Kingdom

in 1919 and was granted the Royal Charter in 1926. The Chartered Institute is one of

professional bodies or institutions for the logistics & transport sectors that offers such

professional qualification or degree in logistics management.

4. Logistics Management Software

Software is used for logistics automation which helps the supply chain industry in automating the

work flow as well as management of the system. There is very few generalized software

available in the new market in the said topology. This is because there is no rule to generalize the

system as well as work flow even though the practice is more or less the same. Most of the

commercial companies do use one or the other custom solution.

But there is various software that is being used within the departments of logistics. Few

departments in Logistics are namely, Conventional Department, Container department,

Warehouse, Marine Engineering, Heavy haulage, Etc.

4.1. The softwares that are used in these departments are,

4.2. Conventional department: CVT software / CTMS software /

4.3. Container Trucking: CTMS software /

4.4. Warehouse: WMS /

5. Business logistics

Logistics as a business concept evolved only in the 1950s. This was mainly due to the increasing

complexity of supplying one's business with materials and shipping out products in an

increasingly globalized supply chain, calling for experts in the field who are called Supply Chain

Logisticians. This can be defined as having the right item in the right quantity at the right time at

the right place for the right price and is the science of process and incorporates all industry
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sectors. The goal of logistics work is to manage the fruition of project life cycles, supply chains

and resultant efficiencies.

In business, logistics may have either internal focus (inbound logistics), or external focus

(outbound logistics) covering the flow and storage of materials from point of origin to point of

consumption (see supply chain management). The main functions of a qualified logistician

include inventory management, purchasing, transportation, warehousing, consultation and the

organizing and planning of these activities. Logisticians combine a professional knowledge of

each of these functions so that there is a coordination of resources in an organization. There are

two fundamentally different forms of logistics. One optimizes a steady flow of material through

a network of transport links and storage nodes. The other coordinates a sequence of resources to

carry out some project.

6. Production logistics

The term is used for describing logistic processes within an industry. The purpose of production

logistics is to ensure that each machine and workstation is being fed with the right product in the

right quantity and quality at the right point in time.

The issue is not the transportation itself, but to streamline and control the flow through the value

adding processes and eliminates non-value adding ones. Production logistics can be applied in

existing as well as new plants. Manufacturing in an existing plant is a constantly changing

process. Machines are exchanged and new ones added, which gives the opportunity to improve

the production logistics system accordingly. Production logistics provides the means to achieve

customer response and capital efficiency.

Production logistics is getting more and more important with the decreasing batch sizes. In many

industries (e.g. mobile phone) batch size one is the short term aim. This way even a single

customer demand can be fulfilled in an efficient way. Track and tracing, which is an essential

part of production logistics - due to product safety and product reliability issues - is also gaining

importance especially in the automotive and the medical industry.
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: Transportation Management

Topic Objective:

At the end of this topic student would be able to:

 Understand Mode

 Understand Animal-powered

 Understand Air

 Understand Rail

 Understand Road

 Understand Water

 Learn about Intermodal transport

 Understand History

 Understand Planning

 Learn about Construction

 Understand Environment

Definition/Overview:

Transport or transportation is the movement of people and goods from one place to another. The

term is derived from the Latin trans ("across") and portare ("to carry"). Industries which have the

business of providing transport equipment, transport services or transport are important in most

national economies, and are referred to as transport industries.

Key Points:

The field can be divided into infrastructure, vehicles, and operations. Infrastructure consists of

the fixed installations necessary for transport, and may be roads, railways, airways, waterways,

canals and pipelines or terminals such as airports, railway stations, bus stations and seaports.
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Vehicles traveling on the network include automobiles, bicycles, buses, trains, people and

aircraft. Operations deal with the way the vehicles are operated, and the procedures set for this

purpose including the financing, legalities and policies.

1. Mode

Human-powered transport is the transport of person(s) and/or goods using human muscle power.

Like animal-powered transport, human-powered transport has existed since time immemorial in

the form of walking, running and swimming. Modern technology has allowed machines to

enhance human-power. Many forms of human-powered transport remain popular for reasons of

lower cost, leisure, physical exercise and environmentalism. Human-powered transport is

sometimes the only type available (especially in underdeveloped or inaccessible regions), and is

considered an ideal form of sustainable transportation.

Although humans are able to walk without infrastructure, the transport can be enhanced through

the use of roads, especially when enforcing the human power with vehicles, such as bicycles and

inline skates. Human-powered vehicles have also been developed for highly encumbering

environments, such as snow and water, by watercraft rowings and skiing; even the air can be

entered with human-powered aircraft.

2. Animal-powered

Animal-powered transport is the use of working animals (also known as "beasts of burden") for

the movement of people and goods. Humans may ride some of the animals directly, use them as

pack animals for carrying goods, or harness them, singly or in teams, to pull (or haul) sleds or

wheeled vehicles. Animals are superior to people in their speed, endurance and carrying

capacity; prior to the Industrial Revolution they were used for all land transport impracticable for

people, and they remain an important mode of transport in less developed areas of the world.

3. Air

A fixed-wing aircraft, commonly called airplane or aero plane, is a heavier-than-air craft where

movement of the wings in relation to the aircraft is not used to generate lift. The term is used to
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distinguish from rotary-wing aircraft, where the movement of the lift surfaces relative to the

aircraft generates lift. A heliplane is both fixed-wing and rotary-wing. Fixed-wing aircraft range

from small trainers and recreational aircraft to large airliners and military cargo aircraft.

Two necessities for aircraft are air flow over the wings for lift, and an area for landing. The

majority of aircraft also need an airport with the infrastructure to receive maintenance,

restocking, refueling and for the loading and unloading of crew, cargo and passengers. While the

vast majority of aircraft land and take off on land, some are capable of take off and landing on

ice, snow and calm water.

The aircraft is the second fastest method of transport, after the rocket. Commercial jets can reach

up to 875 kilometres per hour (544 mph), single-engine aircraft 175 kilometers per hour

(109 mph). Aviation is able to quickly transport people and limited amounts of cargo over longer

distances, but incur high costs and energy use; for short distances or in inaccessible places

helicopters can be used.

4. Rail

Rail transport is the transport of passengers and goods along railways (or railroads), consisting of

two parallel steel rails, generally anchored perpendicular to beams (termed sleepers or ties) of

timber, concrete or steel to maintain a consistent distance apart, or gauge. The rails and

perpendicular beams are usually then placed on a foundation made of concrete or compressed

earth and gravel in a bed of ballast to prevent the track from buckling (bending out of its original

configuration) as the ground settles over time beneath and under the weight of the vehicles

passing above. The vehicles traveling on the rails are arranged in a train; a series of individual

powered or unpowered vehicles linked together, displaying markers. These vehicles (referred to,

in general, as cars, carriages or wagons) move with much less friction than on rubber tires on a

paved road, making them more energy efficient.

A train consists of rail vehicles that move along guides to transport freight or passengers from

one place to another. The guide way (permanent way) usually consists of conventional rail

tracks, but might also be monorail or maglev. Propulsion for the train is provided by a separate
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locomotive, or from individual motors in self-propelled multiple units. Most trains are powered

by diesel engines or by electricity supplied by trackside systems, but other sources of power such

as steam engine, horses, wire, gravity, pneumatics, or gas turbines are possible.

Stone railways were constructed by the Greeks in the 6th century BC, while the first iron rails

were laid in 1768 with the steam engine introduced in 1804. A critical part of industrialization,

tracks were soon laid throughout the world. By the end of the century electric traction evolved,

supplemented by diesel in the next. High-speed rail was introduced by Shinkansen in 1964. Rail

transport remains the most energy efficient land transport, and used for long-distance freight and

all distances of passenger transport. In cities rapid transit and trams are common parts of public

transport.

5. Road

A road is an identifiable route, way or path between two or more places. Roads are typically

smoothed, paved, or otherwise prepared to allow easy travel; though they need not be, and

historically many roads were simply recognizable routes without any formal construction or

maintenance. In urban areas roads may pass through a city or village and be named as streets,

serving a dual function as urban space easement and route.

The most common road vehicle is the automobile; a wheeled passenger vehicle that carries its

own motor. Other users of roads include buses, trucks, motorcycles, bicycles and pedestrians. As

of 2002 there were 590 million automobiles worldwide.

The first forms of road transport were horses, oxen or even humans carrying goods over dirt

tracks that often followed game trails. The Roman Empire was in need for armies to be able to

travel quickly; they built deep roadbeds of crushed stone as an underlying layer to ensure that

they kept dry, as the water would flow out from the crushed stone, instead of becoming mud in

clay soils. John Loudon McAdam designed the first modern highways of inexpensive paving

material of soil and stone aggregate known as macadam during the Industrial Revolution.

Coating of cobblestones and wooden paving were popular during the 19th century while tarmac

and concrete paving became popular during the 20th.
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Automobiles offer high flexibility and with low capacity, but are deemed with high energy and

area use, and the main source of noise and air pollution in cities; buses allow for more efficient

travel at the cost of reduced flexibility. Road transport by truck is often the initial and final stage

of freight transport.

6. Water

Ship transport is the process of transport by barge, boat, ship or sailboat over a sea, ocean, lake,

canal or river. A watercraft is a vehicle designed to float on and move across (or under) water.

The need for buoyancy unites watercraft, and makes the hull a dominant aspect of its

construction, maintenance and appearance.

The first craft were probably types of canoes cut out from tree trunks. The colonization of

Australia by Indigenous Australians provides indirect but conclusive evidence for the latest date

for the invention of ocean-going craft. Early sea transport was accomplished with ships that were

either rowed or used the wind for propulsion, or a combination of the two.

In the 1800s the first steam ships were developed, using a steam engine to drive a paddle wheel

or propeller to move the ship. The steam was produced using wood or coal. Now most ships have

an engine using a slightly refined type of petroleum called bunker fuel. Some specialized ships,

such as submarines, use nuclear power to produce the steam. Recreational or educational craft

still use wind power, while some smaller craft use internal combustion engines to drive one or

more propellers, or in the case of jet boats, an inboard water jet. In shallow draft areas hovercraft

are propelled by large pusher-prop fans.

Although slow, modern sea transport is a highly effective method of transporting large quantities

of non-perishable goods. Transport by water is significantly less costly than air transport for

trans-continental shipping; short sea shipping and ferries remain viable in coastal areas.

7. Other

Pipeline transport sends goods through a pipe, most commonly liquid and gases are sent, but

pneumatic tubes can send solid capsules using compressed air. Any chemically stable liquid or

gas can be sent through a pipeline; sewage, slurry, water and even beer pipelines exist,while
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long-distance networks are used for petroleum and natural gas. Cable transport is a broad mode

where vehicles are pulled by cables instead of an internal power source. It is most commonly

used at steep gradient; typical solutions include aerial tramway, elevators, escalator and ski lifts.

8. Intermodal transport

Intermodal freight transport is the combination of multiple modes of transportation for a single

shipment; containers allow seamless integration of sea, rail and road transport and have reduced

transshipment costs.

Intermodal passenger transport is where a journey is performed through the use of several modes

of transport; since all human transport normally starts and ends with walking, all passenger

transport can be considered intermodal. Public transport may also involve the intermediate

change of vehicle, within or across modes, at transport hub, such as a bus- or railway station.

9. History

Transport is a key necessity for specializationallowing production and consumption of product to

occur at different locations. Transport has throughout history been the gate to expansion; better

transport allows more trade and spread of people. Economic growth has always been dependent

on increased capacity and more rational transport. But the infrastructure and operation of

transport incurs large impact on the land and is the largest drainer of energy, making transport

sustainability a major issue.

Modern society dictates a physical distinction between home and work, forcing people to

transport themselves to place of work or study, supplemented by the need to temporarily relocate

for other daily activities. Passenger transport is also the essence tourism, a mayor part of

recreational transport. Commerce needs transport of people to conduct business, either to allow

face-to-face communication for important decisions, or to transport specialists from their regular

place of work to sites where they are needed.

10. Planning

Transport planning allows for high utilization and less impact regarding new infrastructure.

Using models of transport forecasting, planners are able to predict future transport patters. On the
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operative level, logistics allows owners of cargo to plan transport as part of the supply chain.

Transport as a field is studied through transport economics, the backbone for the creation of

regulation policy by authorities.

Transport engineering, a sub-discipline of civil engineering, and must take into account trip

generation, trip distribution, mode choice and route assignment, while the operative level is

handles through traffic engineering.

Because of the negative impacts made, transport often becomes the subject of controversy related

to choice of mode, as well as increased capacity. Automotive transport can be seen as a tragedy

of the commons, where the flexibility and comfort for the individual deteriorate the natural and

urban environment for all. Density of development depends on mode of transport, with public

transport allowing for better spacial utilization. Good land use keeps common activities close to

peoples homes and places higher-density development closer to transport lines and hubs;

minimize the need for transport. There are economies of agglomeration. Beyond transportation

some land uses are more efficient when clustered. Transportation facilities consume land, and in

cities, pavement (devoted to streets and parking) can easily exceed 20 percent of the total land

use. An efficient transport system can reduce land waste.

Too much infrastructure and too much smoothing for maximum vehicle throughput means that in

many cities there is too much traffic and manyif not allof the negative impacts that come with it.

It is only in recent years that traditional practices have started to be questioned in many places,

and as a result of new types of analysis which bring in a much broader range of skills than those

traditionally relied onspanning such areas as environmental impact analysis, public health,

sociologists as well as economists who increasingly are questioning the viability of the old

mobility solutions. European cities are leading this transition.

11. Construction

The financing of infrastructure can either be public or private. Transport is often a natural

monopoly and a necessity for the public; roads, and in some countries railways and airports are

funded through taxation. New infrastructure projects can involve large spendings.
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Operations may be public, but airlines and road transport is commonly private, with the typical

exception of mass transit. International shipping remains a highly competitive industry with little

regulation, but ports can be public owned.

12. Environment

Transport is a major use of energy, burning most of the world's petroleum; creating air pollution,

including nitrous oxides and particulates and being a significant contributor to global warming

through emission of carbon dioxide]the fastest growing emission sector. Environmental

regulations in developed countries have reduced the individual vehicles emission; this has been

offset by an increase in the number of vehicles and more use of each vehicle. Energy use and

emissions vary largely between modes, causing |environmentalists to call for a transition from air

and road to rail, sea and human-powered transport. Other environmental impacts of transport

systems include traffic congestion and automobile-oriented urban sprawl, which can consume

natural habitat and agricultural lands.

In Section 3 of this course you will cover these topics:
Inventory Management

Scheduling

Warehouse Management

Material Handling And Packaging

You may take as much time as you want to complete the topic coverd in section 3.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to continue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later

: Inventory Management

Topic Objective:
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At the end of this topic student would be able to:

 Understand Business inventory

 Analyze Special terms used in dealing with inventory

 Learn about Typology

 Understand Inventory examples

 Analyze Manufacturing

 Analyze Logistics or distribution

 Understand High level inventory management

 Learn about Accounting perspectives

 Analyze Accounting for Inventory

 Analyze Learn about Financial accounting

 Understand FIFO vs. LIFO accounting

 Analyze Learn about Standard cost accounting

 Analyze National accounts

 Understand Distressed inventory

Definition/Overview:

Inventory is a list for goods and materials, or those goods and materials themselves, held

available in stock by a business. Inventory are held in order to manage and hide from the

customer the fact that manufacture/supply delay is longer than delivery delay, and also to ease

the effect of imperfections in the manufacturing process that lower production efficiencies if

production capacity stands idle for lack of materials.
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Key Points:

1. Business inventory

There are three basic reasons for keeping an inventory:

1.1. Time - The time lags present in the supply chain, from supplier to user at every

stage, requires that you maintain certain amount of inventory to use in this "lead time"

1.2. Uncertainty - Inventories are maintained as buffers to meet uncertainties in demand,

supply and movements of goods.

1.3. Economies of scale - Ideal condition of "one unit at a time at a place where user

needs it, when he needs it" principle tends to incur lots of costs in terms of logistics. So

Bulk buying, movement and storing brings in economies of scale, thus inventory.

These classifications apply along the whole Supply chain not just within a facility or plant.

Where these stocks contain the same or similar items it is often the work practice to hold all

these stocks mixed together before or after the sub-process to which they relate. This 'reduces'

costs. Because they are mixed-up together there is no visual reminder to operators of the adjacent

sub-processes or line management of the stock which is due to a particular cause and should be a

particular individual's responsibility with inevitable consequences. Some plants have centralized

stock holding across sub-processes which makes the situation even more acute.

2. Special terms used in dealing with inventory

 Stock Keeping Unit (SKU) is a unique combination of all the components that are assembled

into the purchasable item. Therefore any change in the packaging or product is a new SKU. This

level of detailed specification assists in managing inventory.

 Stockout means running out of the inventory of an SKU.

 "New old stock" (sometimes abbreviated NOS) is a term used in business to refer to merchandise

being offered for sale which was manufactured long ago but that has never been used. Such

merchandise may not be produced any more, and the new old stock may represent the only

market source of a particular item at the present time.
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3. Typology

3. 1. Buffer/safety stock

3.2. Cycle stock (Used in batch processes, it is the available inventory excluding buffer

stock)

3.3. De-coupling (Buffer stock that is held by both the supplier and the user)

3.4. Anticipation stock (builting up extra stock for periods of increased demand - eg ice

creams for summer)

3.5) Pipeline stock (goods still in transit or in the process of distribution - have left the

factory but not arrived at the customer yet)

4. Inventory examples

While accountants often discuss inventory in terms of goods for sale, organizations -

manufacturers, service-providers and not-for-profits - also have inventories (fixtures, furniture,

supplies) that they do not intend to sell. Manufacturers', distributors', and wholesalers' inventory

tends to cluster in warehouses. Retailers' inventory may exist in a warehouse or in a shop or store

accessible to customers. Inventories not intended for sale to customers or to clients may be held

in any premises an organization uses. Stock ties up cash and if uncontrolled it will be impossible

to know the actual level of stocks and therefore impossible to control them.

Whilst the reasons for holding stock are covered earlier, most manufacturing organizations

usually divide their "goods for sale" inventory into:

 Raw materials - materials and components scheduled for use in making a product.

 Work in process, WIP - materials and components that have begun their transformation to

finished goods.

 Finished goods - goods ready for sale to customers.

 Goods for resale - returned goods that are salable.

 Spare parts
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5. Manufacturing

A canned food manufacturer's materials inventory includes the ingredients to form the foods to

be canned, empty cans and their lids (or coils of steel or aluminum for constructing those

components), labels, and anything else (solder, glue ...) that will form part of a finished can. The

firm's work in process includes those materials from the time of release to the work floor until

they become complete and ready for sale to wholesale or retail customers. This may be vats of

prepared food, filled cans not yet labelled or sub-assemblies of food components. It may also

include finished cans that are not yet packaged into cartons or pallets. Its finished good inventory

consists of all the filled and labelled cans of food in its warehouse that it has manufactured and

wishes to sell to food distributors (wholesalers), to grocery stores (retailers), and even perhaps to

consumers through arrangements like factory stores and outlet centers.

6. Logistics or distribution

The logistics chain includes the owners (wholesalers and retailers), manufacturers' agents, and

transportation channels that an item passes through between initial manufacture and final

purchase by a consumer. At each stage, goods belong (as assets) to the seller until the buyer

accepts them. Distribution includes four components:

 Manufacturers' agents: Distributors who hold and transport a consignment of finished goods

for manufacturers without ever owning it. Accountants refer to manufacturers' agents' inventory

as "matriel" in order to differentiate it from goods for sale.

 Transportation: The movement of goods between owners, or between locations of a given

owner. The seller owns goods in transit until the buyer accepts them. Sellers or buyers may

transport goods but most transportation providers act as the agent of the owner of the goods.

 Wholesaling: Distributors who buy goods from manufacturers and other suppliers (farmers,

fishermen, etc.) for re-sale work in the wholesale industry. A wholesaler's inventory consists of

all the products in its warehouse that it has purchased from manufacturers or other suppliers. A

produce-wholesaler (or distributor) may buy from distributors in other parts of the world or from

local farmers. Food distributors wish to sell their inventory to grocery stores, other distributors,

or possibly to consumers.
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 Retailing: A retailer's inventory of goods for sale consists of all the products on its shelves that it

has purchased from manufacturers or wholesalers. The store attempts to sell its inventory (soup,

bolts, sweaters, or other goods) to consumers.

7. High level inventory management

It seems that around about 1880 there was a change in manufacturing practice from companies

with relatively homogeneous lines of products to vertically integrated companies with

unprecedented diversity in processes and products. Those companies (especially in

metalworking) attempted to achieve success through economies of scale - the gains of jointly

producing two or more products in one facility. The managers now needed information on the

effect of product mix decisions on overall profits and therefore needed accurate product cost

information.

A variety of attempts to achieve this were unsuccessful due to the huge overhead of the

information processing of the time. However, the burgeoning need for financial reporting after

1900 created unavoidable pressure for financial accounting of stock and the management need to

cost manage products became overshadowed. In particular it was the need for audited accounts

that sealed the fate of managerial cost accounting. The dominance of financial reporting

accounting over management accounting remains to this day with few exceptions and the

financial reporting definitions of 'cost' have distorted effective management 'cost' accounting

since that time. This is particularly true of inventory.

Hence high level financial inventory has these two basic formulas which relate to the accounting

period:

 Cost of beginning inventory at the start of the period + inventory purchases within the period +

cost of production within the period = cost of goods

 Cost of goods - cost of ending inventory at the end of the period = cost of goods sold

The benefit of these formulae is that the first absorbs all overheads of production and raw

material costs in to a value of inventory for reporting. The second formula then creates the new
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start point for the next period and gives a figure to be subtracted from sales price to determine

some form of sales margin figure.

Manufacturing management is more interested in inventory turnover ratio or average days to sell

inventory since it tells them something about relative inventory levels.

Inventory turn over ratio (also known as inventory turns) = cost of goods sold/Average

Inventory=Cost of Goods Sold/ ((Beginning Inventory+Ending Inventory)/2) and its inverse.

Average Days to Sell Inventory=Number of Days a Year/Inventory Turn Over Ratio=365 days a

year/Inventory Turn Over Ratio

This ratio estimates how many times the inventory turns over a year. This number tells us how

much cash/goods are tied up waiting for the process and is a critical measure of process

reliability and effectiveness. So a factory with two inventory turns has six months stock on hand

which generally not a good figure (depending upon industry) whereas a factory that moves from

six turns to twelve turns has probably improved effectiveness by 100%. This improvement will

have some negative results in the financial reporting since the 'value' now stored in the factory as

inventory is reduced.

Whilst the simplicity of these accounting measures of inventory are very useful they are in the

end fraught with the danger of their own assumptions. There are in fact so many things which

can vary hidden under this appearance of simplicity that a variety of 'adjusting' assumptions may

be used. These include:

 Specific Identification

 Weighted Average Cost

 Moving-Average Cost

 FIFO and LIFO

Business models including Just in Time (JIT) Inventory, Vendor Managed Inventory (VMI) and

Customer Managed Inventory (CMI) attempt to minimize on-hand inventory and increase
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inventory turns. VMI and CMI have gained considerable attention due to the success of third

party vendors who offer added expertise and knowledge that organizations may not possess.

8. Accounting perspectives

Inventory needs to be accounted where it is held across accounting period boundaries since

generally expenses should be matched against the results of that expense within the same period.

When processes were simple and short then inventories were small but with more complex

processes then inventories became larger and significant valued items on the balance sheet. This

need to value unsold and incomplete goods has driven much new behaviour into management

practise. Perhaps most significant of these are the complexities of fixed cost recovery, transfer

pricing, and the separation of direct from indirect costs. This, supposedly, precluded

"anticipating income" or "declaring dividends out of capital". It is one of the intangible benefits

of Lean and the TPS that process times shorten and stock levels decline to the point where the

importance of this activity is hugely reduced and therefore effort, especially managerial, to

achieve it can be minimised.

9. Accounting for Inventory

Each country has its own rules about accounting for inventory that fit with their financial

reporting rules. So for example, organizations in the U.S. define inventory to suit their needs

within US Generally Accepted Accounting Practices (GAAP), the rules defined by the Financial

Accounting Standards Board (FASB) (and others) and enforced by the U.S. Securities and

Exchange Commission (SEC) and other federal and state agencies. Other countries often have

similar arrangements but with their own GAAP and national agencies instead.

It is intentional that financial accounting uses standards that allow the public to compare firms'

performance, cost accounting functions internally to an organization and potentially with much

greater flexibility.

A discussion of inventory from standard and Theory of Constraints-based (throughput) cost

accounting perspective follows some examples and a discussion of inventory from a financial

accounting perspective. The internal costing/valuation of inventory can be complex. Whereas in

the past most enterprises ran simple one process factories, this is quite probably in the minority
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in the 21st century. Where 'one process' factories exist then there is a market for the goods

created which establishes an independent market value for the good. Today with multi-stage

process companies there is much inventory that would once have been finished goods which is

now held as 'work-in-process' (WIP). This needs to be valued in the accounts but the valuation is

a management decision since there is no market for the partially finished product. This somewhat

arbitrary 'valuation' of WIP combined with the allocation of overheads to it has led to some

unintended and undesirable results.

10. Financial accounting

An organization's inventory can appear a mixed blessing, since it counts as an asset on the

balance sheet, but it also ties up money that could serve for other purposes and requires

additional expense for its protection. Inventory may also cause significant tax expenses,

depending on particular countries' laws regarding depreciation of inventory, as in Thor Power

Tool Company v. Commissioner.

Inventory appears as a [[current asset]] on an organization's balance sheet because the

organization can, in principle, turn it into cash by selling it. Some organizations hold larger

inventories than their operations require in order inflating their apparent asset value and their

perceived profitability.

In addition to the money tied up by acquiring inventory, inventory also brings associated costs

for warehouse space, for utilities, and for insurance to cover staff to handle and protect it, fire

and other disasters, obsolescence, shrinkage (theft and errors), and others. Such holding costs can

mount up: between a third and a half of its acquisition value per year. Businesses that stock too

little inventory cannot take advantage of large orders from customers if they cannot deliver. The

conflicting objectives of cost control and customer service often pit an organization's financial

and operating managers against its sales and marketing departments. Sales people, in particular,

often receive sales commission payments, so unavailable goods may reduce their potential

personal income. This conflict can be minimised by reducing production time to being near or

less than customer expected delivery time. This effort, known as "Lean production" will

significantly reduce working capital tied up in inventory and reduce manufacturing costs (See the
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Toyota Production System). By helping the organization to make better decisions, the

accountants can help the public sector to change in a very positive way that delivers increased

value for the taxpayers investment. It can also help to incentivise progress and to ensure that

reforms are sustainable and effective in the long term, by ensuring that success is appropriately

recognized in both the formal and informal reward systems of the organization.

To say that they have a key role to play is an understatement. Finance is connected to most, if not

all, of the key business processes within the organization. It should be steering the stewardship

and accountability systems that ensure that the organization is conducting its business in an

appropriate, ethical manner. It is critical that these foundations are firmly laid. So often they are

the litmus test by which public confidence in the institution is either won or lost.

Finance should also be providing the information, analysis and advice to enable the organizations

service managers to operate effectively. This goes beyond the traditional preoccupation with

budgets how much have we spent so far, how much have we left to spend? It is about helping the

organization to better understand its own performance. That means making the connections and

understanding the relationships between given inputs the resources brought to bear and the

outputs and outcomes that they achieve. It is also about understanding and actively managing

risks within the organization and its activities.

11. FIFO vs. LIFO accounting

When a dealer sells goods from inventory, the value of the inventory is reduced by the cost of

goods sold (CoG sold). This is simple where the CoG has not varied across those held in stock;

but where it has, then an agreed method must be derived to evaluate it. For commodity items that

one cannot track individually, accountants must choose a method that fits the nature of the sale.

Two popular methods exist: FIFO and LIFO accounting (first in - first out, last in - first out).

FIFO regards the first unit that arrived in inventory as the first one sold. LIFO considers the last

unit arriving in inventory as the first one sold. Which method an accountant selects can have a

significant effect on net income and book value and, in turn, on taxation. Using LIFO accounting

for inventory, a company generally reports lower net income and lower book value, due to the

effects of inflation. This generally results in lower taxation. Due to LIFO's potential to skew
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inventory value, UK GAAP and IAS have effectively banned LIFO inventory accounting. In

computer science, FIFO and LIFO correspond to the queue and stack data structures,

respectively. In fact, the acronyms are commonly used to denote the corresponding data

structures.

12. Standard cost accounting

Standard cost accounting uses ratios called efficiencies that compare the labour and materials

actually used to produce a good with those that the same goods would have required under

"standard" conditions. As long as similar actual and standard conditions obtain, few problems

arise. Unfortunately, standard cost accounting methods developed about 100 years ago, when

labor comprised the most important cost in manufactured goods. Standard methods continue to

emphasize labor efficiency even though that resource now constitutes a (very) small part of cost

in most cases.

Standard cost accounting can hurt managers, workers, and firms in several ways. For example, a

policy decision to increase inventory can harm a manufacturing managers' performance

evaluation. Increasing inventory requires increased production, which means that processes must

operate at higher rates. When (not if) something goes wrong, the process takes longer and uses

more than the standard labor time. The manager appears responsible for the excess, even though

s/he has no control over the production requirement or the problem.

In adverse economic times, firms use the same efficiencies to downsize, rightsize, or otherwise

reduce their labor force. Workers laid off under those circumstances have even less control over

excess inventory and cost efficiencies than their managers. Many financial and cost accountants

have agreed for many years on the desirability of replacing standard cost accounting. Eliyahu M.

Goldratt developed the Theory of Constraints in part to address the cost-accounting problems in

what he calls the "cost world". He offers a substitute, called throughput accounting, that uses

throughput (money for goods sold to customers) in place of output (goods produced that may sell

or may boost inventory) and considers labor as a fixed rather than as a variable cost. He defines

inventory simply as everything the organization owns that it plans to sell, including buildings,

machinery, and many other things in addition to the categories listed here. Throughput
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accounting recognizes only one class of variable costs: the operating expenses like materials and

components that vary directly with the quantity produced.

Finished goods inventories remain balance-sheet assets, but labor efficiency ratios no longer

evaluate managers and workers. Instead of an incentive to reduce labor cost, throughput

accounting focuses attention on the relationships between throughput (revenue or income) on one

hand and controllable operating expenses and changes in inventory on the other. Those

relationships direct attention to the constraints or bottlenecks that prevent the system from

producing more throughput, rather than to people - who have little or no control over their

situations.

13. National accounts

Inventories also play an important role in national accounts and the analysis of the business

cycle. Some short-term macroeconomic fluctuations are attributed to the inventory cycle.

14. Distressed inventory

Also known as distressed or expired stock, distressed inventory is inventory whos potential to be

sold at a normal cost has or will soon pass. In certain industries it could also mean that the stock

is or will soon be impossible to sell. Examples of distressed inventory include products that have

reached its expiry date, or has reached a date in advance of expiry at which the planned market

will no longer purchase it (e.g. 3 months left to expiry), clothing that is defective or out of

fashion, and old newspapers or magazines. It also includes computer or consumer-electronic

equipment that is obsolescent or discontinued and whose manufacturer is unable to support it.

: Scheduling

Topic Objective:

At the end of this topic student would be able to:

 Scheduling may refer to:
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Definition/Overview:

As a general definition: Scheduling is committing resources to the realization of an event at a

defined time. Scheduling is committing resources to a plan.

Key Points:

1. Scheduling may refer to:

 I/O scheduling, the order in which I/O requests are submitted to a block device in Computer

Operating Systems

 Scheduling (broadcasting), the minute planning of the content of a radio or television broadcast

channel

 Scheduling (computing), the way various processes are assigned in multitasking and

multiprocessing operating system design

 Scheduling (production processes), the planning of the production or the operation

 Schedule (workplace), ensuring that an organization has sufficient staffing levels at all times

 Project Scheduling, which builds on prior project planning, and includes the design,

development, maintenance, and usage of a project schedule.

: Warehouse Management

Topic Objective:

At the end of this topic student would be able to:

 Learn about Warehouse management systems
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Definition/Overview:

A warehouse management system, or a WMS, is a key part of the supply chain and primarily

aims to control the movement and storage of materials within a warehouse and process the

associated transactions, including shipping, receiving, putaway and picking. The systems also

direct and optimize stock put away based on real-time information about the status of bin

utilization.

Key Points:

1. Warehouse management systems

Warehouse management systems often utilize Auto ID Data Capture technology, such as barcode

scanners, mobile computers, wireless LANs and potentially RFID to efficiently monitor the flow

of products. Once data has been collected, there is either batch synchronization with, or a real-

time wireless transmission to a central database. The database can then provide useful reports

about the status of goods in the warehouse. The objective of a warehouse management system is

to provide a set of computerized procedures to handle the receipt of stock and returns into a

warehouse facility, model and manage the logical representation of the physical storage facilities

(e.g. racking etc), manage the stock within the facility and enable a seamless link to order

processing and logistics management in order to pick, pack and ship product out of the facility.

Warehouse management systems can be stand alone systems or modules of an ERP system or

supply chain execution suite. The primary purpose of a WMS is to control the movement and

storage of materials within a warehouse you might even describe it as the legs at the end-of-the

line which automates the store, traffic and shipping management. In its simplest form, the WMS

can data track products during the production process and act as an interpreter and message

buffer between existing ERP and WMS systems.
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: Material Handling And Packaging

Topic Objective:

At the end of this topic student would be able to:

 Understand Packaging

 Understand Various household packaging types for foods

 Understand Symbols used on packages and labels

 Understand Package development considerations

 Understand The waste hierarchy

Definition/Overview:

Packaging is the science, art and technology of enclosing or protecting products for distribution,

storage, sale, and use. Packaging also refers to the process of design, evaluation, and production

of packages. Package labelling (BrE) or labeling (AmE) is any written, electronic, or graphic

communications on the packaging or on a separate but associated label

Key Points:

1. Packaging

Packaging can be described as a coordinated system of preparing goods for transport,

warehousing, logistics, sale, and end use. Packaging contains, protects. preserves, transports,

informs, and sells. It is fully integrated into government, business, institutional, industry, and

personal use.

The purposes of packaging and package labels
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Packaging and package labelling have several objectives:

 Physical protection - The objects enclosed in the package may require protection from, among

other things, shock, vibration, compression, temperature, etc.

 Barrier protection - A barrier from oxygen, water vapor, dust, etc., is often required. Permeation

is a critical factor in design. Some packages contain desiccants or Oxygen absorbers to help

extend shelf life. Modified atmospheres or controlled atmospheres are also maintained in some

food packages. Keeping the contents clean, fresh, and safe for the intended shelf life is a primary

function.

 Containment or agglomeration - Small objects are typically grouped together in one package for

reasons of efficiency. For example, a single box of 1000 pencils requires less physical handling

than 1000 single pencils. Liquids, powders, and granules need containment.

 Information transmission - Packages and labels communicate how to use, transport, recycle, or

dispose of the package or product. With pharmaceuticals, food, medical, and chemical products,

some types of information are required by governments.

 Marketing - The packaging and labels can be used by marketers to encourage potential buyers to

purchase the product. Package design has been an important and constantly evolving

phenomenon for several decades. Marketing communications and graphic design are applied to

the surface of the package and (in many cases) the point of sale display.

 Security - Packaging can play an important role in reducing the security risks of shipment.

Packages can be made with improved tamper resistance to deter tampering and also can have

tamper-evident features to help indicate tampering. Packages can be engineered to help reduce

the risks of package pilferage: Some package constructions are more resistant to pilferage and

some have pilfered indicating seals. Packages may include authentication seals to help indicate

that the package and contents are not counterfeit. Packages also can include anti-theft devices,

such as dye-packs, RFID tags, or electronic article surveillance tags, that can be activated or

detected by devices at exit points and require specialized tools to deactivate. Using packaging in

this way is a means of loss prevention.

 Convenience - Packages can have features which add convenience in distribution, handling,

stacking, display, sale, opening, reclosing, use, and reuse.

 Portion control - Single serving or single dosage packaging has a precise amount of contents to

control usage. Bulk commodities (such as salt) can be divided into packages that are a more
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suitable size for individual households. It is also aids the control of inventory: selling sealed one-

liter-bottles of milk, rather than having people bring their own bottles to fill themselves.

2. Various household packaging types for foods

Packaging may be looked at as several different types. For example a transport package or

distribution package is the package form used to ship, store, and handle the product or inner

packages. Some identify a consumer package as one which is directed toward a consumer or

household.

Packaging may discussed in relation to the type of product being packaged: medical device

packaging, bulk chemical packaging, over-the-counter drug packaging, retail food packaging,

military materiel packaging, pharmaceutical packaging, etc.

It is sometimes convenient to categorize packages by layer or function: "primary", "secondary",

etc.

 Primary packaging is the material that first envelops the product and holds it. This usually is the

smallest unit of distribution or use and is the package which is in direct contact with the contents.

 Secondary packaging is outside the primary packaging perhaps used to group primary packages

together.

 Tertiary packaging is used for bulk handling, warehouse storage and transport shipping. The

most common form is a palletized unit load that packs tightly into containers.

These broad categories can be somewhat arbitrary. For example, depending on the use, a shrink

wrap can be primary packaging when applied directly to the product, secondary packaging when

combining smaller packages, and tertiary packaging on some distribution packs.

3. Symbols used on packages and labels

Many types of symbols for package labelling are nationally and internationally standardized. For

consumer packaging, symbols exist for product certifications, trademarks, proof of purchase, etc.
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Some requirements and symbols exist to communicate aspects of consumer use and safety.

Recycling directions, Resin identification code (below), and package environmental claims have

special codes and symbols.

Bar codes (below), Universal Product Codes, and RFID labels are common to allow automated

information management. Shipments of hazardous materials or dangerous goods have special

information and symbols (labels, plackards, etc) as required by UN, country, and specific carrier

requirements. Two examples are below:

With transport packages, standardised symbols are also used to aid in handling. Some common

ones are shown below while others are listed in ASTM D5445 "Standard Practice for Pictorial

Markings for Handling of Goods" and ISO 780 "Pictorial marking for handling of goods".

4. Package development considerations

Package design and development are often thought of as an integral part of the new product

development process. Alternatively, development of a package (or component) can be a separate

process, but must be linked closely with the product to be packaged. Package design starts with

the identification of all the requirements: structural design, marketing, shelf life, quality

assurance, logistics, legal, regulatory, graphic design, end-use, environmental, etc. The design

criteria, time targets, resources, and cost constraints need to be established and agreed upon.

Transport packaging needs to be matched to its logistics system. Packages designed for
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controlled shipments of uniform pallet loads may not be suited to mixed shipments with express

carriers.

An example of how package design is affected by other factors is the relationship to logistics.

When the distribution system includes individual shipments by a small parcel carrier, the

sortation, handling, and mixed stacking make severe demands on the strength and protective

ability of the transport package. If the logistics system consists of uniform palletized unit loads,

the structural design of the package can be designed to those specific needs: vertical stacking,

perhaps for a longer time frame. A package designed for one mode of shipment may not be

suited for another.

Sometimes the objectives of package development seem contradictory. For example, packaging

for an over-the-counter drug might require tamper resistance and child resistant features: These

intentionally make the package difficult to open. The intended consumer, however, might be

handicapped or elderly and be unable to readily open the package.

Package design may take place within a company or with various degrees of external packaging

engineering: contract engineers, consultants, vendor evaluations, independent laboratories,

contract packagers, total outsourcing, etc. Some sort of formal Project planning and Project

Management methodology is required for all but the simplest package design and development

programs. An effective quality management system and verification and validation protocols are

mandatory for some types of packaging and recommended for all.

Package development involves considerations for sustainability, environmental responsibility,

and applicable environmental and recycling regulations. It may involve a life cycle assessment

which considers the material and energy inputs and outputs to the package, the packaged product

(contents), the packaging process, the logistics system, waste management, etc. It is necessary to

know the relevant regulatory requirements for point of manufacture, sale, and use. The

traditional three Rs of reduce, reuse, and recycle are part of a waste hierarchy which may be

considered in product and package development.
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5. The waste hierarchy

 Prevention Waste prevention is a primary goal. Packaging should be used only where needed.

Proper packaging can also help prevent waste. Packaging plays an important part in preventing

loss or damage to the packaged-product (contents). Usually, the energy content and material

usage of the product being packaged are much greater than that of the package. A vital function

of the package is to protect the product for its intended use: if the product is damaged or

degraded, its entire energy and material content may be lost.

 Minimization (also source reduction) The mass and volume of packaging (per unit of contents)

can be measured and used as one of the criteria to minimize during the package design process.

Usually reduced packaging also helps minimize costs. Packaging engineers continue to work

toward reduced packaging.

 Reuse The reuse of a package or component for other purposes is encouraged. Returnable

packaging has long been useful (and economically viable) for closed loop logistics systems.

Inspection, cleaning, repair and recouperage are often needed.

 Recycling Recycling is the reprocessing of materials (pre- and post-consumer) into new

products. Emphasis is focused on recycling the largest primary components of a package: steel,

aluminum, papers, plastics, etc. Small components can be chosen which are not difficult to

separate and do not contaminate recycling operations.

 Energy recovery Waste-to-energy and Refuse-derived fuel in approved facilities are able to

make use of the heat available from the packaging components.

 Disposal Incineration and placement in a sanitary landfill are needed for some materials.

Material content should be checked for potential hazards to emissions and ash from incineration

and leachate from landfill. Packages should not be littered.

Development of sustainable packaging is an area of considerable interest by standards

organizations, government, consumers, packagers, and retailers.
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In Section 4 of this course you will cover these topics:
Reverse Logistics

Organizational Structure

Informational Issues In Integrated Logistics.

You may take as much time as you want to complete the topic coverd in section 4.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to continue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later

: Reverse Logistics

Topic Objective:

At the end of this topic student would be able to:

 Understand the business Implications

 Understand the returns management

 Learn return of unsold goods

Definition/Overview:

Reverse Supply Chain Reverse Logistics is the process of planning,implementing and controlling

the efficient, effective inbound flow and storage of secondary goods and related information

opposite to the traditional supply chain direction for the purpose of recovering value or proper

disposal. Reverse logistics is also referred to as "Aftermarket Customer Services". In other

words, anytime money is taken from a company's Warranty Reserve or Service Logistics budget,

that is a Reverse Logistics operation
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Reverse logistics stands for all operations related to the reuse of products and materials. It is "the

process of planning, implementing, and controlling the efficient, cost effective flow of raw

materials, in-process inventory, finished goods and related information from the point of

consumption to the point of origin for the purpose of recapturing value or proper disposal. More

precisely, reverse logistics is the process of moving goods from their typical final destination for

the purpose of capturing value, or proper disposal. Remanufacturing and refurbishing activities

also may be included in the definition of reverse logistics." The reverse logistics process includes

the management and the sale of surplus as well as returned equipment and machines from the

hardware leasing business. Normally, logistics deal with events that bring the product towards

the customer. In the case of reverse, the resource goes at least one step back in the supply chain.

For instance, goods move from the customer to the distributor or to the manufacturer.

Key Points:

1. Business Implications

In today's marketplace, many retailers treat merchandise returns as individual, disjointed

transactions. "The challenge for retailers and vendors is to process returns at a proficiency level

that allows quick, efficient and cost-effective collection and return of merchandise. Customer

requirements facilitate demand for a high standard of service that includes accuracy and

timeliness. Its the logistic company's responsibility to shorten the link from return origination to

the time of resell." By following returns management best practices, retailers can achieve a

returns process that addresses both the operational and customer retention issues associated with

merchandise returns. Reverse logistics is more than just returns management, it is all activities

related to returns avoidance, gate keeping, disposal and all other after-market supply chain

issues.

2. Returns management increasingly being recognized as affecting competitive positioning

provides an important link between marketing and logistics. The broad nature of its cross-

functional impact suggests that firms would benefit by improving internal integration efforts. In
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particular, a firm's ability to react to and plan for the influence of external factors on the returns

management process is improved by such internal integration. Third-party logistics providers see

that up to 7% of an enterprise's gross sales are captured by return costs. Almost all reverse

logistics contracts are customized to fit the size and type of company contracting. The 3PL's

themselves realize 12% to 15% profits on this business.

3. Return of unsold goods

In certain industries, goods are distributed to downstream members in the supply chain with the

understanding that the goods may be returned for credit if they are not sold. Newspapers and

magazines serves as examples. This acts as an incentive for downstream members to carry more

stock, because the risk of obsolescence is borne by the upstream supply chain members.

However, there is also a distinct risk attached to this logistics concept. The downstream member

in the supply chain might exploit the situation by ordering more stock than is required and

returning large volumes. In this way, the downstream partner is able to offer high level of service

without carrying the risks associated with large inventories. The supplier effectively finances the

inventory for the downstream member. It is therefore important to analyze customers account for

hidden cost.

: Organizational Structure

Topic Objective:

At the end of this topic student would be able to:

 Understand the Galbraith's Star Model

 Learn that there are various approaches to organizational architecture including

 Learn characteristics of effective organizational design

 Understand Simplicity

 Learn that Flexibility

 Understand the Reliability

 Learn that Economy

 Understand the Acceptability
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Definition/Overview:

The architecture of an organization provides the framework through which an organization aims

to realize its core qualities as specified in its vision statement. It provides the infrastructure into

which business processes are deployed and ensures that the organization's core qualities are

realized across the business processes deployed within the organization. In this way

organizations aim to consistently realize their core qualities across the services they offer to their

clients.

Key Points:

1. Galbraith's Star Model

According to most authors organizational architecture is a metaphor, like traditional architecture

it shapes the organizational (some authors would say the informational) space where life will

take place. It also represents a concept which implies a connection between the organizational

structures with other systems inside the organization in order to create a unique synergistic

system which will be more than just the sum of its parts.

Conventionally organizational architecture consists of the formal organization (organizational

structure), informal organization (organizational culture), business processes, strategy and the

most important human resources because what is an organization if not a system of people. The

table shows some approaches to organizational architecture.

Nadler & Merron (1995) Galbraith Henning(1997) Churchill Corporate
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Tushman

(1997)

(1995) (1997) Transitions

International

(2004)

Vision, strategic

goals and

strategic

management

Strategy
The role of the

organization
Strategy

Informal

organization

Organizational

culture

Reward

systems

Reward

systems

Organizational

culture

Organizational

culture

Formal

organization

Organizational

structure

Organizational

structure
Groupings

Organizational

structure

Organizational

structure

Business

processes

Processes and

lateral links

Business

processes and

work design

Human

resources

Human

resources

Human

resource

development

Communication

[Table 1]

The goal of organizational architecture is to create an organization which will be able to

continuously create value for present and future customers, optimizing and organizing it self.

Some under organizational architecture understand building blocks which are mandatory for the

growth of the organization. To design an organization means to set up a stage where the drama of

life will take place.

Approaches to organizational design
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2. There are various approaches to organizational architecture including

 (1986, 1991, 2004) - Kenneth D. Mackenzie

 (1992, 1993) - David Nadler & Michael Tushman.

 Organizational Architecture by David Nadler, Marc C. Gerstein and Robert B. Shaw.

 (1993, 1995) - Designing organizations using the Star Model as developed by Jay Galbraith

 Benjamin's Layered Model of organizations.

 The Organizational Adaption Model by Raymond E. Miles and Charles C. Snow.

 (1995) - Richard M. Burton & Borge Obel

 (2004) - Richard K. Daft

 (2001) - Ralph Kilmann

 (2005) - The Tricord Model - Designing organisations from a Whole Systems Perspective

3. Characteristics of effective organizational design

Some systems are effective and efficient whereas others are not. Successful systems may be

attributable to the skill exercised in designing the system or to the quality of management

practised during operations, or both. Successful systems are characterized by their simplicity,

flexibility, reliability, economy, and acceptability. Simplicity, flexibility, and reliability tend to

be a function of design, whereas economy and acceptability pertain to both design and

operations. Numerous relationships exist among these characteristics; for example, simplicity

will affect economy and possibly reliability. Moreover, management must reach a compromise

between economy and reliability, and between technical efficiency and organizational climate.

The balance reached will determine whether short- or long-run objectives are optimized.

4. Simplicity

An effective organizational system need not be complex. On the contrary, simplicity in design is

an extremely desirable quality. Consider the task of communicating information about the

operation of a system and the allocation of its inputs. The task is not difficult when components

are few and the relationships among them are straightforward. However, the problems of

communication multiply with each successive stage of complexity.
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The proper method for maintaining simplicity is to use precise definitions and to outline the

specific task for each subsystem. Total systems often become complex because of the sheer size

and nature of operations, but effectiveness and efficiency may still be achieved if each subsystem

maintains its simplicity.

5. Flexibility

Conditions change and managers should be prepared to adjust operations accordingly. There are

two ways to adjust to a changing operating environment: to design new systems or to modify

operating systems. An existing system should not be modified to accommodate a change in

objectives, but every system should be sufficiently flexible to integrate changes that may occur

either in the environment or in the nature of the inputs. For example, a company should not use

the same system to build missiles as it uses to build airplanes, nor the same system to sell

insurance as the one originally designed to sell magazines. However, it should be possible to

modify an existing system to produce different sizes, varieties, or types of the same product or

service.

A practical system must be well designed but it cannot be entirely rigid. There will always be

minor variations from the general plan, and a system should be able to adapt to such changes

without excessive confusion. The advantages associated with having a flexible system will

become more apparent when we consider the difficulty of administering change.

6. Reliability

System reliability is an important factor in organizations. Reliability is the consistency with

which operations are maintained, and may vary from zero output (a complete breakdown or work

stoppage) to a constant or predictable output. The typical system operates somewhere between

these two extremes. The characteristics of reliability can be designed into the system by carefully

selecting and arranging the operating components; the system is no more reliable than its

weakest segment. When the requirements for a particular component such as an operator having

unique skills are critical, it may be worthwhile to maintain a standby operator. In all situations,
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provisions should be made for quick repair or replacement when failure occurs. One valid

approach to the reliability-maintenance relationship is to use a form of construction that permits

repair by replacing a complete unit. In some television sets, for example, it is common practice

to replace an entire section of the network rather than try to find the faulty component.

Reliability is not as critical an issue when prompt repair and recovery can be instituted.

7. Economy

An effective system is not necessarily an economical (efficient) system. For example, the postal

service may keep on schedule with mail deliveries but only by hiring a large number of

additional workers. In this case, the efficiency of the postal system would be reduced. In another

example, inventories may be controlled by using a comprehensive system of storekeeping.

However, if the cost of the storekeeping were greater than the potential savings from this degree

of control, the system would not be efficient. It is often dysfunctional and expensive to develop

much greater capacity for one segment of a system than for some other part. Building in

redundancy or providing for every contingency usually neutralizes the operating efficiency of the

system. When a system's objectives include achieving a particular task at the lowest possible

cost, there must be some degree of trade-off between effectiveness and efficiency. When a

system's objective is to perform a certain mission regardless of cost, there can be no trade-off.

8. Acceptability

Any system, no matter how well designed, will not function properly unless it is accepted by the

people who operate it. If the participants do not believe it will benefit them, are opposed to it, are

pressured into using it, or think it is not a good system, it will not work properly. If a system is

not accepted, two things can happen:(1) the system will be modified gradually by the people who

are using it, or (2) the system will be used ineffectively and ultimately fail. Unplanned alterations

in an elaborate system can nullify advantages associated with using the system.
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: Informational Issues In Integrated Logistics.

Topic Objective:

At the end of this topic student would be able to:

 Understand Influence on Design.

 Understand Design of the Support Solution.

 Understand Initial Support Package

 Understand Maintenance Planning

 Understand Supply Support

 Understand Support and Test Equipment

 Understand Manpower and Personnel

 Understand Training and Training Devices

 Understand Technical Data

 Understand Computer Resources Support

 Understand Packaging, Handling, Storage, and Transportation (PHS&T)

 Understand Facilities

 Understand Design Interface

Definition/Overview:

Informational Issues in Integrated Logistics is a technique introduced by the US Army to ensure

that the supportability of equipment is considered during its design and development. The

technique was adopted by the UK MOD in 1993 and made compulsory for the procurement of

the majority of MOD equipment. The aim of ILS is to address three aspects of supportability

during the acquisition whole life cycle of the equipment.
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Key Points:

1. Influence on Design.

This is an iterative process during the design of the equipment to ensure that supportability

aspects are adequately addressed. This ensures that user maintenance and routine servicing tasks

can be performed with sufficient ease, and that utilization of existing tools and techniques is

maximized. Further, it may be required to demonstrate supportability of the equipment during

LMMD (Logistics, Maintenance & Manpower Demonstration) to ensure that supportability has

been adequately addressed.

2. Design of the Support Solution.

Ensuring that the Support Solution considers and integrates the elements considered by ILS. This

is discussed fully below.

3 .Initial Support Package

These tasks include calculation of requirements for spares, special tools, and documentation.

Quantities required for a specified initial period are calculated, procured, and delivered to

support delivery, installation in some cases, and operation of the equipment. The ILS

management process facilitates specification, design, development, acquisition, test, fielding, and

support of systems.

Ten logistic support ILS elements can be identified:

3.1. Maintenance Planning

3.2. Supply Support

3.3. Support and Test Equipment/Equipment Support
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3.4. Manpower and Personnel

3.5. Training and Training Support

3.6. Technical Data

3.7. Computer Resources Support

3.8. Facilities

3.9. Packaging, Handling, Storage, and Transportation (PHS&T)

3.10. Design Interface

All elements of ILS are ideally developed in coordination with the system engineering effort and

with each other. Tradeoffs may be required between elements in order to acquire a system that is:

affordable (lowest life cycle cost), operable, supportable, sustainable, transportable, and

environmentally sound. The planning for ILS for a system may be contained in an Integrated

Logistics Support Plan (ILSP). ILS planning activities coincide with development of the system

acquisition strategy, and the program will be tailored accordingly. ILS was originally developed

by the military as the planning and execution of supporting the combat systems that were

developed or acquired. More recently, ILS is more frequently being used by non-defense

organizations to plan how products they develop will be supported over their life cycle.

Supportability engineering is related to, and developed from, ILS.

4. Maintenance Planning

Maintenance planning begins early in the acquisition process with development of the

maintenance concept. It is conducted to evolve and establish requirements and tasks to be

accomplished for achieving, restoring, and maintaining the operational capability for the life of

the system. Maintenance planning relies on Level of Repair Analysis (LORA) as a function of

the system acquisition process. Maintenance planning will:
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4.1. Define the actions and support necessary to ensure that the system attains the

specified system readiness objectives within minimum Life Cycle Cost.

4.2. Set up specific criteria for repair, including Built-In Test Equipment (BITE)

requirements, testability, reliability, and maintainability; support equipment

requirements; automatic test equipment; and manpower skills and facility requirements.

4.3. State specific maintenance tasks, to be performed on the system.

4.4. Define actions and support required for fielding and marketing the system.

4.5. Address warranty considerations.

4.6. The maintenance concept must ensure prudent use of manpower and resources.

When formulating the maintenance concept, analysis of the proposed work environment

on the health and safety of maintenance personnel must be considered.

4.7. Conduct a LORA to optimize the support system, in terms of LCC, readiness

objectives, design for discard, maintenance task distribution, support equipment and

ATE, and manpower and personnel requirements.

4.8. Minimize the use of hazardous materials and the generation of waste.

5. Supply Support

Supply support encompasses all management actions, procedures, and techniques used to

determine requirements to:

5.1. Acquire support items and spare parts.

5.2. Catalog the items.

5.3. Receive the items.

5.4. Store and warehouse the items.

5.5. Transfer the items to where they are needed.
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5.6. Issue the items.

5.7. Dispose of secondary items.

5.8. Provide for initial support of the system.

5.9. Acquire, distribute, and replenish inventory.

6. Support and Test Equipment

Support and test equipment includes all equipment, mobile and fixed, that is required to perform

the support functions, except that equipment which is an integral part of the system. Support

equipment categories include:

6.1. Handling and Maintenance Equipment.

6.2. Tools (hand tools as well as power tools).

6.3. Metrology and measurement devices.

6.4. Calibration equipment.

6.5. Test equipment.

6.6. Automatic test equipment.

6.7. Support equipment for on- and off-equipment maintenance.

6.8. Special inspection equipment and depot maintenance plant equipment, which

includes all equipment and tools required to assemble, disassemble, test, maintain, and

support the production and/or depot repair of end items or components.

This also encompasses planning and acquisition of logistic support for this equipment.
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7. Manpower and Personnel

Manpower and personnel involves identification and acquisition of personnel with skills and

grades required to operate and maintain a system over its lifetime. Manpower requirements are

developed and personnel assignments are made to meet support demands throughout the life

cycle of the system. Manpower requirements are based on related ILS elements and other

considerations. Human factors engineering (HFE) or behavioral research is frequently applied to

ensure a good man-machine interface. Manpower requirements are predicated on accomplishing

the logistics support mission in the most efficient and economical way. This element includes

requirements during the planning and decision process to optimize numbers, skills, and positions.

8. Training and Training Devices

Training and training devices support encompasses the processes, procedures, techniques,

training devices, and equipment used to train personnel to operate and support a system. This

element defines qualitative and quantitative requirements for the training of operating and

support personnel throughout the life cycle of the system. It includes requirements for:

8.1. Competencies management.

8.2. Factory training.

8.3. Instructor and key personnel training.

8.4. New equipment training team.

8.5. Resident training.

8. 6. Sustainment training.

8. 7. User training.
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8. 8. HAZMAT disposal and safe procedures training.

Embedded training devices, features, and components are designed and built into a specific

system to provide training or assistance in the use of the system. (One example of this is the

HELP files of many software programs.) The design, development, delivery, installation, and

logistic support of required embedded training features, mockups, simulators, and training aids

are also included.

9. Technical Data

Technical Data and Technical Publications consists of scientific or technical information

necessary to translate system requirements into discrete engineering and logistic support

documentation. Technical data is used in the development of repair manuals, maintenance

manuals, user manuals, and other documents that are used to operate or support the system.

Technical data includes, but may not be limited to:

9.1. Technical manuals.

9.2. Technical and supply bulletins.

9.3. Transportability guidance technical manuals.

9.4. Maintenance expenditure limits and calibration procedures.

9.5. Repair parts and tools lists.

9.6. Maintenance allocation charts.

9.7. Preventive maintenance instructions.

9.8. Drawings/specifications/technical data packages.

9.9. Software documentation.
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9.10. Provisioning documentation.

9.11. Depot maintenance work requirements.

9.12. Identification lists.

9.13. Component lists.

9.14. Product support data.

9.15. Flight safety critical parts list for aircraft.

9.16. Lifting and tie down pamphlet/references.

9.17. Hazardous Material documentation.

10. Computer Resources Support

Computer Resources Support includes the facilities, hardware, software, documentation,

manpower, and personnel needed to operate and support computer systems and the software

within those systems. Computer resources include both stand-alone and embedded systems. This

element is usually planned, developed, implemented, and monitored by a Computer Resources

Working Group (CRWG) or Computer Resources Integrated Product Team (CR-IPT) that

documents the approach and tracks progress via a Computer Resources Life-Cycle Management

Plan (CRLCMP). Developers will need to ensure that planning actions and strategies contained

in the ILSP and CRLCMP are complementary and that computer resources support for the

operational software, and ATE software, support software, is available where and when needed.

11. Packaging, Handling, Storage, and Transportation (PHS&T)

This element includes resources and procedures to ensure that all equipment and support items

are preserved, packaged, packed, marked, handled, transported, and stored properly for short-

and long-term requirements. It includes material-handling equipment and packaging, handling

and storage requirements, and pre-positioning of material and parts. It also includes preservation
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and packaging level requirements and storage requirements (for example, sensitive, proprietary,

and controlled items). This element includes planning and programming the details associated

with movement of the system in its shipping configuration to the ultimate destination via

transportation modes and networks available and authorized for use. It further encompasses

establishment of critical engineering design parameters and constraints (e.g., width, length,

height, component and system rating, and weight) that must be considered during system

development. Customs requirements, air shipping requirements, rail shipping requirements,

container considerations, special movement precautions, mobility, and transportation asset

impact of the shipping mode or the contract shipper must be carefully assessed. PHS&T planning

must consider:

11.1. System constraints (such as design specifications, item configuration, and safety

precautions for hazardous material).

11. 2. Special security requirements.

11.3. Geographic and environmental restrictions.

11.4. Special handling equipment and procedures.

11.5. Impact on spare or repair parts storage requirements.

11.6. Emerging PHS&T technologies, methods, or procedures and resource-intensive

PHS&T procedures.

11.7. Environmental impacts and constraints.

12. Facilities

The Facilities logistics element is composed of a variety of planning activities, all of which are

directed toward ensuring that all required permanent or semi-permanent operating and support

facilities (for instance, training, field and depot maintenance, storage, operational, and testing)

are available concurrently with system fielding. Planning must be comprehensive and include the
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need for new construction as well as modifications to existing facilities. It also includes studies

to define and establish impacts on life cycle cost, funding requirements, facility locations and

improvements, space requirements, environmental impacts, duration or frequency of use, safety

and health standards requirements, and security restrictions. Also included are any utility

requirements, for both fixed and mobile facilities, with emphasis on limiting requirements of

scarce or unique resources.

13. Design Interface

Design interface is the relationship of logistics-related design parameters of the system to its

projected or actual support resource requirements. These design parameters are expressed in

operational terms rather than as inherent values and specifically relate to system requirements

and support costs of the system. Programs such as "design for testability" and "design for

discard" must be considered during system design. The basic items that need to be considered as

part of design interface include:

13.1. Reliability requirements.

13.2. Maintainability requirements.

13.3. Standardization requirements.

13.4. Interoperability requirements.

13.5. Safety requirements.

13.6. Security requirements.

13.7. Usability requirements.

13.8. Environmental and HAZMAT requirements.

13.9. Privacy requirements, particularly for computer systems.
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In Section 5 of this course you will cover these topics:
Integrated Logistics Accounting

Strategic Integrated Logistics Management

Global Integrated Logistics

You may take as much time as you want to complete the topic coverd in section 5.
There is no time limit to finish any Section, However you must finish All Sections before

semester end date.

If you want to continue remaining courses later, you may save the course and leave.
You can continue later as per your convenience and this course will be avalible in your

area to save and continue later.

: Integrated Logistics Accounting

Topic Objective:

At the end of this topic student would be able to:

 Learn traditional vs. innovative management accounting practices

 Learn lifecycle costing

 Learn traditional And Innovative Management Accounting Practices

Definition/Overview:

According to the Chartered Institute of Management Accountants (CIMA), Management

Accounting is "the process of identification, measurement, accumulation, analysis, preparation,

interpretation and communication of information used by management to plan, evaluate and

control within an entity and to assure appropriate use of and accountability for its resources.

Management accounting also comprises the preparation of financial reports for non management

groups such as shareholders, creditors, regulatory agencies and tax authorities" (CIMA Official

Terminology)
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Key Points:

The Institute of Certified Management Accountants (ICMA), state "A management accountant

applies his or her professional knowledge and skill in the preparation and presentation of

financial and other decision oriented information in such a way as to assist management in the

formulation of policies and in the planning and control of the operation of the undertaking.

Management Accountants therefore are seen as the "value-creators" amongst the accountants.

They are much more interested in forward looking and taking decisions that will affect the future

of the organization, than in the historical recording and compliance (scorekeeping) aspects of the

profession.

1. Traditional vs. innovative management accounting practices

In the late 1980s, accounting practitioners and educators were heavily criticized on the grounds

that management accounting practices (and, even more so, the curriculum taught to accounting

students) had changed little over the preceding 60 years, despite radical changes in the business

environment. Professional accounting institutes, perhaps fearing that management accountants

would increasingly be seen as superfluous in business organizations, subsequently devoted

considerable resources to the development of a more innovative skills set for management

accountants.

2. Traditional And Innovative Management Accounting Practices

The distinction between traditional and innovative management accounting practices can be

illustrated by reference to cost control techniques. Cost accounting is a central method in

management accounting, and traditionally, management accountants principal technique was

variance analysis, which is a systematic approach to the comparison of the actual and budgeted

costs of the raw materials and labor used during a production period.

While some form of variance analysis is still used by most manufacturing firms, it nowadays

tends to be used in conjunction with innovative techniques such as life cycle cost analysis and
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activity-based costing, which are designed with specific aspects of the modern business

environment in mind.

3. Lifecycle costing

Lifecycle costing recognizes that managers ability to influence the cost of manufacturing a

product is at its greatest when the product is still at the design stage of its product lifecycle (i.e.,

before the design has been finalised and production commenced), since small changes to the

product design may lead to significant savings in the cost of manufacturing the product. Activity-

based costing (ABC) recognizes that, in modern factories, most manufacturing costs are

determined by the amount of activities (e.g., the number of production runs per month, and the

amount of production equipment idle time) and that the key to effective cost control is therefore

optimizing the efficiency of these activities. Activity-based accounting is also known as Cause

and Effect accounting.

Both lifecycle costing and activity-based costing recognize that, in the typical modern factory,

the avoidance of disruptive events (such as machine breakdowns and quality control failures) is

of far greater importance than (for example) reducing the costs of raw materials. Activity-based

costing also deemphasizes direct labor as a cost driver and concentrates instead on activities that

drive costs, such as the provision of a service or the production of a product component.

: Strategic Integrated Logistics Management

Topic Objective:

At the end of this topic student would be able to:

 Understand safeguarding asset

 Understand tasks management accountants
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Definition/Overview:

The American Institute of Certified Public Accountants(AICPA) states that management

accounting practice extends to the following three areas:

Strategic ManagementAdvancing the role of the management accountant as a strategic partner

in the organization.

Performance ManagementDeveloping the practice of business decision-making and managing

the performance of the organization.

Risk Managementcontributing to frameworks and practices for identifying, measuring,

managing and reporting risks to the achievement of the objectives of the organization.

Key Points:

Management accounting knowledge and experience can therefore be obtained from varied fields

and functions within an organization, such as information management, treasury, efficiency

auditing, marketing, valuation, pricing, logistics, etc."

Aims

 Formulating strategies;

 Planning and constructing business activities;

 Helps in making decision;-

 Optimal use of resources;

 Supporting financial reports preparation; and

1. Safeguarding asset

Consistent with other roles in today's corporation, management accountants have a dual reporting

relationship. As a strategic partner and provider of decision based financial and operational

information, management accountants are responsible to the business management team while at

the same times also have reporting relationships and responsibilities to the corporation's finance

organization.
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2. Tasks management accountants

Listed below are the primary tasks/ services performed by management accountants. The degree

of complexity relative to these activities is dependent on the experience level and abilities of any

one individual.

2.1. Variance Analysis

2.2. Rate & Volume Analysis

2.3. Business Metrics Development

2.4. Price Modeling

2.5. Product Profitability

2.6. Geographic vs. Industry or Client Segment Reporting

2.7. Sales Management Scorecards

2.8. Cost Analysis

2.9. Cost Benefit Analysis

2.10. Client Profitability Analysis

2.11. Capital Budgeting

2.12. Buy vs. Lease Analysis

2.13. Strategic Planning

2.14. Strategic Management Advise

2.15. Internal Financial Presentation and Communication

2.16. Sales and Financial Forecasting

2.17. Annual Budgeting
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2.18. Cost Allocation

2.19. Resource Allocation and Utilization

: Global Integrated Logistics

Topic Objective:

At the end of this topic student would be able to:

 Learn about the History Transportation management systems

 Learn about the global Command and Control Center

Definition/Overview:

Global Logistics Technologies, Inc., more commonly known as G-Log, was a privately held

startup company based in King of Prussia, Pennsylvania and Stamford, Connecticut, USA. The

company provided logistics software and services for a variety of customers, including

manufacturers, third-party logistics service providers, and electronic marketplaces.

Key Points:

1. History of Transportation management systems

The company was founded in 1999 by a group of TMS (Transportation management systems)

veterans, including Mitch Weseley, JP Wiggins, James Mooney, Karl Baker and Marybeth

Roberts. By 2002 the company was reporting that it had ten consecutive quarters of revenue

growth.
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G-Log was acquired by Oracle Corporation in November 2005. At that time, the Chairman was

Mitchell J. (Mitch) Weseley and the CEO was David Cairns. Rick Jewell, Oracle senior vice

president of applications development, said in a statement: "The acquisition of G-Log will allow

Oracle to offer a comprehensive supply chain and logistics management solution through which

companies can better manage their global supply chains.". At the time of the takeover G-Log had

a staff of about 175 and customers including DuPont, Halliburton and Family Dollar Stores.

More than 50% of these customers used Oracle applications.

2. Global Command and Control Center

Their leading product, GC3 (Global Command and Control Center), a transport management and

freight optimization system began development in 1999. Following acquisition of the company

by Oracle, the GC3 product was replaced by OTM (Oracle Transportation Management).
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