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This report has set out to look into the importance of logistics methods and integrated systems. There will be information on two types of logistics methods and how they work.








[bookmark: _Toc5138631][bookmark: _Toc5138769][bookmark: _Toc5139916]What is logistics
The Oxford English Dictionary definition of logistics is the commercial activity of transporting goods to customers (Oxford English Dictionary, 2017)
[bookmark: _Toc5138632][bookmark: _Toc5138770][bookmark: _Toc5139917]Just In Case
The first mass logistics term, coined in the twentieth century was the Just In Case method. This started at manufacture level. The company would manufacture large quantities of their product and mass ship them out to retailers and either hope for product demand or to try and create the demand via marketing and advertising. The benefits of this system were mainly that their products would be readily available and shipping easily done on a mass scale, whereby it is more economic to run larger trucks with a full load, meaning less trucks on the road than running several smaller less full loads. The major downsides to this method are that a majority of the companies assets would be tied up as stock, rather than cash reserves. Another major draw back is that if there is a change in consumer habits, needs or demands  then the manufacturer could be left with large stockpiles of old, unwanted stock and changing their manufacture methods can be a lengthy process resulting in potential waste and lost revenue.   (Manners-Bell, 2017)
In the 1980’s and 90’s companies all over the world started to adopt the Japanese production method, predominantly how the car manufacturer Toyota operated. (Manners-Bell, 2017)
[bookmark: _Toc5138633][bookmark: _Toc5138771][bookmark: _Toc5139918]Build to Order AKA Lean
Known as the Build to Order (BTB) or Lean method is an expansion on the Japanese practice of Muda, loosely interpreted as waste, specifically human waste in production. This incorporates any waste that can be cut out by changing or implementing human processes that can be made more efficient during the production process, for example, if a production line worker needs access to several components, then they should all be within arms reach of the worker. This cuts out on time and energy wasted by the worker moving back and fore to each component. (Lysons, 2000)
A side effect of the Lean method is that production runs were smaller and much faster. This meant that the manufacturer doesn’t need to bring in such big consignments of components from suppliers or hold onto so much completed stock. (Manners-Bell, 2017)
This system worked very well for Toyota in Japan where all their suppliers are within eleven miles of their production plant. However, in North America and Europe the system brought about changes in the delivery network since suppliers could be up to three days travel away. This new delivery system was called the Just in Time method (JIT), this meant using much smaller deliveries on a more regular basis, with a modal switch using the more agile road networks instead of the rail network more suited to moving larger consignments. (Manners-Bell, 2017)
However, the JIT method is for more than just deliveries. This encompasses the inventory sector as well. It ties into the Lean production in that, rather than stockpile lots of components from several suppliers, the components are brought in on an as needed basis and final products are sent out to customers on an as completed basis. Reducing the overall stock levels and potentially driving up demand. (Onwughalu, et-al, 2017)



As stated the Lean method lends itself to lower supply and inventory stock piling, the major benefit of this is cash flow, because the manufacturer doesn’t have to warehouse parts or completed products  the money that would normally be tied up doing this is freed up so the company has more freely available cash rather than assets. The biggest draw back to this would be production hold ups, for example, if there is a delay  in the delivery of components from a supplier using the Just in Time method, this can have a huge impact on the Lean production method of the end product. (Onwughalu, et-al, 2017)
[bookmark: _Toc5138634][bookmark: _Toc5138772][bookmark: _Toc5139919]Integrated Logistics Management System (ILMS)
To prevent this happening as much as possible most manufacturers have some sort of Integrated Logistics Management System (ILMS) In most cases the system will work across several departments of the manufacturers organisation with a view to monitoring production and creating an inventory list. The Integrated Management system will usually be made up of several sub-systems. The idea then is that the suppliers, at least tier one suppliers, will have a system that can read this inventory and interpret what components are needed from them and when. They can then arrange for those components to be sent just as they are required by the manufacturer.  (Hart, 2017)
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A key component of any Integrated Logistics system is the Materials Requirement System (MRS). The Materials Requirement System uses an inventory system similar to the Integrated Logistics system, however, it is geared up solely to deal with component demand, acquisition and manufacture. So, if the end product requires different components, e.g. 3x component A and 2x Component B and they both require additional components for A they require 3x component C and 3x component D and for component B they require 2x component E and 3x component F. The Materials Requirements System will monitor the demand, based on the Integrated Logistics system then order all of the component parts ready for manufacture. (Lysons, 2017)
[bookmark: _Toc5138636][bookmark: _Toc5138774][bookmark: _Toc5139921]Electronic Data Interchange (EDI)
If the manufacturer requires components from external suppliers they would usually have another system lined into the Materials Requirements System. This is known as Electronic Data Interchange (EDI). Both organisations would have a system that is compatible with it’s counter part at the other organisation to send, receive and interpret information. These systems usually cover everything from material supplies to invoicing. For them to work correctly the sending system has specific requirements on how the information is sent and the receiving system has to know what it is looking for and how to interpret the information. Of course, as is the case with any I.T. there is the potential for the system to crash, or be the victim of a virus or malicious software that could cause serious problems if there are no back procedures in place. (Lysons, 2017)
[bookmark: _Toc5138637][bookmark: _Toc5138775][bookmark: _Toc5139922]Manufacturing Resource Planning system (MRP II)
The Materials Requirements System has been expanded on and another system, the Manufacturing Resource Planning system (MRP II) the Manufacturing Resource Planning system takes into account and manages all aspects of production ranging from manpower through to potential additional materials. (Lysons, 2017)
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Another system that is important to the Integrated Management system and is usually linked to the Materials Requirement systems is the Distribution Requirement Planning system (DRP) This system will manage distribution scheduling on both a local and national level. The intention is that the Distribution Requirement Planning system will schedule the distribution in the most efficient way possible. (Lysons, 2017)
[bookmark: _Toc5138639][bookmark: _Toc5138777][bookmark: _Toc5139924]Customer service
A key component in the logistics chain would be the customer service element. Both in terms what would be considered internal customer and external customers. Internal customers could be anything from other departments to regular suppliers. External customers would usually be the end user who is paying for the product or service. Logistics has changed over the years. With the Just in Case method the logistics of getting the product to the end user was relatively simple, fill up a freight transporter with as many of the product as you can and ship it to it’s destination, this isn’t the case anymore with customised ordering and delivery becoming so popular that they are becoming standard business practice, rather then the exception to the rule. Companies who do this well can treat their flexibility as an asset to be exploited. If done well this asset is able to win and maintain profitable relationships with customers and clients that, using the Just in Case method would not be satisfied (Ellinger, et-al, 1996)
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In conclusion, having reviewed the literature, logistics plays a large part in the organisations day to day running, it is quite possibly the biggest aspect for a manufacturing organisation as it covers almost every aspect from component requisition to manpower management. 
The introduction of the Lean method in the 1980’s and ‘90’s based on Toyota’s Japanese Muda concept has revolutionised how organisations, particularly in the manufacturing sector operate.
There are some risks to this method, namely the prospect of delays and hold ups if there is an issue with component delivery or system failure. However the benefits of this method appear to far out weigh those risks. The system is much more agile and able to change with customer demands, the manufacturer doesn’t have a lot of capital tied up in over stock that has the potential to lose value and they could save money on the whole manufacture process.
The aforementioned flexibility also allows the organisation to have a more fluid relationship with both internal and customers allowing for a more customisable service which could increase both the customer base and revenue streams.
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