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M Procurement logistics: an attempt to define the concept

M Trends in the coming years

M The primary cost drivers of the supply chain

M Procurement logistics — optimization through cooperation instead of confrontation

B Summary
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Definition: Procurement Logistics
=t = SESE S |
From a business management point of view, the term procurement logistics describes which
process starts with the purchase of goods and ends with the delivery of the goods to the

warehouse or to the production facility. Accordingly, it is the link between the supplier's
distribution logistics and the manufacturer’s logistics.

As the connecting link between the procurement market and production(logistics), this process includes:

M The physical supply of production materials (raw materials, operating supplies, partly processed goods,
parts and trade goods) depending on what and how much is needed where and when;

M Determining the span of control, depending on the agreed Incoterms, starting with the dispatch of the
goods at the supplier's location and ending with goods receipt at the consignee’s company;

M Transportation from the supplier to the company's receiving dock, acceptance of the goods and
inspection, as well as, in some cases, inventory management for received goods and internal
transportation within the company to the point of usage for the goods;

M All planning, management and controlling activities associated with these tasks.

M It is important for strategic management purposes that the procurement logistics process of the
company has similar goals and tasks as the sales logistic process of the supplier.

Sources: Wikipedia and Gablers Wirtschaftslexikon
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Current Trends in

| Transpprta\tion Logistiﬂcs_

Shortage of loading and traffic space because
demand is rising while capacity is falling (vehicles &

drivers)

Increase in the price of fuels — rising global demand
for oil, no alternative engines for trucks will be
available in the foreseeable future

Increasing environmental requirements because of

tightened governmental regulations (i.e. energy
efficiency / Euro VI / further increases in highway

toll rates)

Company or market specific challenges, such as
security regulations or traceability
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In The I)Short Term, The Only Thing That Can Actually Be Influenced
Within the FMCG* Value Chain Are The Transport Costs

Produiction‘ Facilities and Central Warehouses and
Central Warehouses of Industry Retail Branches
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WISEIEES @0 -300 km @ 250 — 300 km @ 80 -120 km

% of costs 2 — 20% of sales 3 — 9% of sales

Cost distribution 60 —70%** 30 - 40%**

Transport costs 5-70 €/Pal. 8 — 12 €/Pal.

* Fast Moving Consumer Goods ** of which generally half are fixed infrastructure costs
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Generally The Cost of a Truck Consists of Only Three Important
Components Investment in the Vehicle, Personnel, and Diesel
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Share of Costs

rip Distance

M These costs of a single trip from A (industry warehouse) to B (retail warehouse)

cannot be influenced in en efficient way
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Vehlcle Ut|||zat|on Optlmum Use of Transport Capacity for The Trip
_from Ato B

"Horizontal* truck utilization
(number of occupied spaces)

M Trip planning (stops, delivery restrictions)
m Order quantities / order frequency

m Equipment (type and size of vehicle)
"Vertical* truck utilization (number of

B Packing height of the pallets / spaces

Stackability of products

|
W order picking procedures
B Equipment of the trailer, e.g. double-decker

(gj Goal: Reduction in the number of trips, avoiding empty space on each trip
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Fleet Utlllzatlon To Achleve The Most Consistent Utilization of Both
The Ind|V|duaI Truck as WeII as The Entlre Fleet Over a 24 Hour Period
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Utilization of the truck fleet

B Required Capacity during the day
Fluctuation during the week
Planning reliability

One-way or round-trip

Order quantities / order frequency

‘?‘, Goal: Cost reduction / increase in sales per travelled km
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Network Utilization: Optimal Integration of Distribution, Pick-ups

and Shuttle Transport Services in Order to Form a Network
' MRS S E= SENESE—

Network Utilization

Number of suppliers / consignees

Frequency and quantity per supplier / destination
Frequency of warehouse-to-warehouse traffic
Line haul

Buffer- or cross-dock areas

%
-,

Transshipment points

‘@,! Goal: minimising empty trips / reduction of empty mileage
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How Can Procurement Logistics Contribute to Improved Transport
Capacity \U\tilization? ﬂ

e — }—3 .
JEREST® ¢ .§?§‘

N S ® Long waiting times at the ramps

“\\G 1 > g g p

GGNFLXCT E PARTXES KQ\: ® Inaccurate information about the goods
T“ - in-transit to the warehouses

W positive experiences with deliveries to

l
central warehouse lead to further

mﬁﬂgfggturgr§ expansion of influence along the supply
I " chain
)
/ e,
. . . . 5 < 1 d Str
m Bad experience with companies picking up aA,. W Focus on industry
the shipments % | ® Maximizing service providers
m Transferring ramp shortages to industry "Q profits
ﬂA ]
m Loss of influence on the supply chain OA = dACCGSS to new customers s
=y ifficult for haulier (owner of the
= Loss of turn over because of ex-works p” ITHCUTL Tor haulier Lowner o
o truck)
agreements )
:’\ m Lack of professionalism

m Decline in purchasing volume
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It Is in The Common Interest of All Parties to Improve The Utilization
of Vehlcles FIeet and N_etwoyk

_‘

m Fully utilize the fleet
® Gain information

m Reduce costs / realise potentials

| \
\
‘ ‘ m Access to customers

® Reduce costs

® Maintain or even increase dellvery Y S <o/. sS‘ ® Simplified processes

service OL. lf m Better utilization of vehicles
m Take logistics processes into ’ /Q o@

consideration Q

&

/
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The Po/tential for Improﬁv’ements in Capacity Utilization is Dependent

~Upon the Shipment Structure

B - |
partial load

m Full truck load =
ir':‘ > 30 palettes | 7 - 29 palettes

SR s

3086 ©

reduce empty mileage / pro-actively consolidate two consolidate and
empty trips 4 deliveries 4 ~ reduce transshipment  /

M Multiple flows of goods can only be consolidated efficiently from the destination/sink

(consignee).
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Reallsmg Cross Ccmpany Consolldatlon and Utilisation Effects in a
Cooperatlve Way Between Industry and Retail

EX ~ s
v direct point of contact for operations

v enable electronic exchange of information
v' pro-active status monitoring

v clearly defined customer-supplier relationship
v quality benchmark
v prices and time frame

v" transport costs
v delivery service (on-time, waiting time, etc.)
v pallet quality and handling

v quantitative benefit
v qualitative benefit
v’ process improvements

v professionalism of employees
v" social and technical skills
v" internal/external transparency
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The Successful Implementation of Cooperative Concepts Along the

) XSuppIy’Cha\in Requires Positive Employee Management

: o . — . A N
Necessary Multiple — :
. Maximum Team Performance!
Skills i Preferences -
What did I learn? What do I enjoy? .
What are my abilities? What am I comfortable with? Q)ﬂPLORERS

Explorer

Allow self-initiative!

_— )
Demand employee responsibility! é:
W
)
A
=

Deploy competent employees according to their preferences
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M Logistical resources are influenced by rising demand while capacities
are falling

M In the short and medium term, transport is the only factor that can be
influenced in an efficient way

M The benchmark is the utilization of vehicles, fleets and networks

M In transport multiple flows of goods can only be consolidated
efficiently from the sink/destination.

M Cooperation, instead of confrontation, to realise cross-company
potentials

M Deploy employees according to their preferences
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M Discussion / Questions

M This presentation will be available in the next few days for download at: www.kelber.cc
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significant, sustained results using > L implementation \ '
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" With leadership: to motivate = _ R v
colleagues for demanding creative and flexible in finding solutions
assignments and to deploy them s
according to their skills so that guided by humanistic in values X
exceptional performance is achieved =5 /
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1/ With _20 yez.:lrs of experience Enthusiastic and with a wide

working in industry, retail, range of interests

services and science
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