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Abstract: The objective of the paper “Increasing the compapyofitability through logistics management”
is to present the significance of organizing arcefft logistics activity and the challenges that tompanies
are facing in order to obtain full advantage frosing logistics as a competitive tool. The compdnies
dependence from the strategic decisions belongirtiget supply chain stands as a reason for thegewaiing
interest towards Supply Chain Management and tosvapplying innovative processes that will offer an
advantage when faced with increasingly tougher aitipn from domestic or foreign companies. The
company’s characteristics can be subject to deepg#s through decisions pertaining to the suppiingh
these decisions are vital to the company’s prodifigtand competitiveness. If the logistics’ roleimtreasing
the company’s profitability is acknowledged, therplementing complex technologies and investing iplelt
factors into improving logistical performance idlyujustified. Customer orientation and focusing key
activities, which need to be performed daily inertb meet customer demand are absolutely necessary
system which implies fast reaction to market changehe managerial way of thinking has changed
significantly in the last years, because of thehligglobal competitiveness, the pressure to rediass,
focusing on the company’s central competence. Timeiple of functioning is an aggregate system apph
for the entire flow of information, materials anengces beginning with supply of raw material, psses
and movements inside the factories and warehousgkthe products reach the final customer.
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1. Introduction

The “Logistics” term comes from the way the comparrielate to each other. If we start our research
with the provisioning department and we go all Way of provisioning we identify a number of
suppliers but for each one of them we find one orarsuppliers. The result is provisioning network
or a series of chains. These networks can becosily ®ary complex. The purpose of supply chain
management is to reduce the risks that may ocdineiprocesses, by acting in a positive manneilt in a
that concerns inventory, time cycles, processesmuastly in satisfying the final customer. The fecu
is on optimizing the system. The instruments tredish the efficiency of the chain activities are
Forecasting, General Planning, Inventory, Daily/HguPlanning. In order to develop forecasts a
common database must be used. The forecasts bebera@re entry dates for general planning. This
general planning establishes restrictions and times for the Inventory, thus through it can be
determined the need of workers and the equipmeninpig.
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The supply chain capacity has the same importaocehk company as the product strategy. The
supply chain management supports the managemetiteoprocesses among the all departments.
Linking the objectives of the supply chain managente the general strategy of the company, it will
achieve an improvement of the company’s competitgs. These improvements are generated
generally from the external company’s goals thamfthe internal objectives of the departments. The
supply chain management requires a management entrditional functional domain and a
management of the company’s external activity. Ty of management incorporates the objectives
and the capacity of the supply chain into the camgjsastrategy. Focusing on this integration witkde

to a sustainable competitive advantage over thepetitton. Due to the management impact on the
general demand and offer it will reflect on the gamy’s profitability.

The companies have become in time more and moaiped and started to look for suppliers that
offer quality materials at lower prices instead esfgaging their resources in their own logistics
department. In the same time it is critical for toenpanies to overview the entire logistics netwiark
order to optimize the general performance. In $oig of situations the companies have realizetl tha
when two companies are involved in the logisticscpss the success of one company depends on the
success of the other company.

2. Distribution and Materials Management

The national and international competition has bexzweery challenging. The customers have multiple
possibilities from which they can choose in ordersttisfy their needs. It is therefore crucial to
position the product through the distribution chalnim the same manner to have maximum of
accessibility for the customer with minimum co§tke companies have tried to solve the distribution
problems by building up stocks in different poiwfsthe supply chain. The dynamic nature of the
market makes the building up of stocks to be veskyrand to lead to a potential unprofitable
business. The customer’s habits regarding the pugire always changing. The competitors are
continually introducing and retreating productsnfrthe market. The offer variation leads to errors i
building up of stocks. The costs of keeping staekldocking a part of funds and stop the company to
offer low products.

3. Production and Marketing

The mission of the logistics management is to plad coordinate the necessary activities to achieve
the maximum customer’s service level at the lovpeite. From this point of view the objectives of
the logistics management span the organization fremrmanagement of raw materials to the delivery
of the final product. The customer satisfactioadbieved through the coordination of the infornmatio
flow from the market to the suppliers and of thetenials and products from the suppliers to the
customers. The integration of logistics into thgamization offers a different perspective for the
company compared to a conventional organization.nfrany years the production and the marketing
within the same organization ware seen as sepaaatadties, which came very often in conflict. hi
conflict was born from the different directions whithe mentioned departments had: on the one side
the production was focused to obtain a higher iefficy through standardization and long production
run, on the other side the marketing department thalhunch into the market a large variety of
products and to rapidly operate changes to theugtodloday it is impossible for these two
departments to operate independently from eachr.offfee customer orientation concept and the
understanding of the customer needs are preregglifit survival. Radical changes have been made
therefore in the production management as theduotiion of the flexible manufacturing systems, the
materials requirements planning and just-in-timehmés. In this scheme of things logistics receive a
crucial role in keeping the competitive advanta@ecluding the logistics problems into the
organization’s strategy has become mandatory faaye companies, due to the increase of
competitiveness through the incorporation of thgpsiers and distribution logistics processes.
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Logistics management try to create a unique agtgegan for the entire organization, that will link
the stand-alone plans of marketing, distributioedpction and procurement. (Christopher M. 2005)

4. Outsourcing and Purchasing

Outsourcing is the term used when a company detidparchase from outside certain materials and
other services, that were initially performed withithe company. Outsourcing allows a company to
focus on the activities that represent its main petences. Thus the company can create competitive
advantages by cost reduction. The coordinationut$éaurcing activities is usually achieved by the
materials manager of the company. The terms mégenanagement and logistics are commonly used
with the same purpose and meaning. These termstretbe entire range of management functions
that form a complete circuit of materials: purchgsand internal control of materials production;
planning and control of internal processes; trarisgpad shipping of finished products. The purchgsin
department manages also the current contractsétbuppliers.

A strategic decision that is critical for many canges is choosing between producing or buying a
material or a service. A company’s character cardéeply changed by this type of make-or-buy
decisions and has a vital importance for the prodiy and competitiveness of a company. The
managerial way of thinking has changed dramaticillyecent years, thanks to increasing global
competition, to cost reduction pressures, the desang and focusing on the company’s core
competences.

Traditionally, the “make” option is preferred by myalarge organizations, resulting in an upstream
development and in the creation of a large numbigoroduction units and assembly lines. Most
purchases are done for raw materials, which asgvedirds internally processed. Current management
tends to favor flexibility, to focus on the compansgtrong points, to get closer to clients’ neeadd &
emphasize especially on productivity and competitess. These aspects support the idea of buying
from the outside.

It would be totally unusual if there were an orgation that could be superior in this competition i

all aspects of production or services. By buyingnfrthe outside, the company’s management can
better focus on its main mission. This approach dlesady led to a substantial decrease and has
created an extended goal in the purchasing pro&sssng the entire world as one large market, it
becomes thus the responsibility of the purchasiegadment to search world class suppliers that
would fit the company’s strategic needs. If it wpssible to have this issue discussed generally fo
the company itself, the problem should be formulates follows: what would be the objective of the
organization, as in how much value should be adictednally as a percentage of the finished good or
service value and in what form? A strong purchagiraup will show a tendency to buy, if no other
factors interfere, that could influence by meanthefr importance in the general process.

The organization outsources in the moment it deciaet to produce a certain good, but to buy it.
Outsourcing is essentially the reverse decisiomftbat to produce something. A huge wave out
outsourcing and privatizations (in the public secteas hit most organizations in the last decade.
Following increasing pressure to reduce the sizeonfpanies and to focus on the activities that add
value to the product and on core competences ipuhgose of surviving and prospering, both private
and public companies have completely outsourceereess of functions and activities that were

formally done internally.

Within a company one ca outsource either an efuiiretion, or multiple elements of a certain acjjyit
having the rest done internally. For instance, setements that concern information technology can
be strategic, some can be critical and some catinééarget of a potential outsourcing and can be
managed by a third party. Identifying a functionba$ng a potential outsourcing target and breaking
that function down to its components allows thegdeaesponsible to decide which activities should
continue to stay within the company and which stidnd outsourced.
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The increase of outsourced processes in logisticgid to be caused by certain inconsistencies in
transport, focusing on core competences, decreasimgntory and improvement of IT systems for
logistics management. Smaller stocks suppose lesm rfor delivery errors especially if the
organization performs by just-in-time principledistics companies are currently holding complex
computer assisted vehicle tracking technology, Whiduces a series of transport risks and allows
hence the logistics companies to add a greateetalthe organization than in the case this functio
had been done internally. Third parties that th#etcare of logistics ensure transport tracking by
using electronic data packet exchange technolagidsa satellite system in order to communicate to
the client where a certain driver is located an@nvbxactly the delivery will take place. In a jirst-
time environment, when the delivery window is naeager than 30 minutes, this kind of system can
be critical.

The research revealed that procurement had aveliatinoderate implication into the outsourcing
decisions of many organizations. However, regardimg nature of this kind of a decision, the
purchasing department should be massively implicateoutsourcing. Actually, in many cases — like
outsourcing of the IT systems, which has grown dtically lately — the procurement was not
implicated. This will change depending on the ttbig the procurement activity will have in the figu
of the organization.

Regarding cost control, the purchasing departeethié most important area of a company because
two thirds of the product costs are acquired elémdhis said that design is the most expensive pa
of a product, but this fact is true just when thanofacturing and the purchasing links are not
functioning properly. The purchasing departmentresponsible to know and to control these
phenomena. The purchasing department has to knewndterials, the performance, the availability
and the suppliers. It is necessary to know whicti phthe product is aesthetic and which part is
functional. The department is directed to otherrses; like the Institute for Supply Management
(http://lwww.ism.ws), an organization well knownemationally.

5. Added value

In his paper ,Competitive advantage: Obtaining aodtaining a better performance”, Porter asserts
that the competitive advantage results from thaeeséhat a company manages to add for its customers.
The value can be perceived by the customer eitireugth a smaller price than the competitor's
products or through additional services that cangosome extra advantages and can justify a higher
price of the product (Porter, M. 1985). An issuaimibe that one problem is the fact that, through
differentiation from other products on the markéte degree of complexity will also rise
automatically. If this differentiation is not pereed by the customer, than it is practically notgant

on the market, and the added value won'’t bringetkgected output. Porter used an instrument called
svalue chain”, defining steps in the transformatijmmocesses that modify a product along a supply
chain. These steps include separate and interdepeadtivities in the added value process. Theevalu
chain helps to understand the competitive advargdageces and how they reflect in the value received
by the customer. It is an analyzing instrument &raystemizes the activities from a chain and how
they interact with one another.

The decision that is taken in a certain knot, wifluence the other knots. If a certain plan isnigei
made, this has to be communicated in time to thergtarticipants in the chain, in order to asshee t
number of people, materials and time for the préidadine. In the production process, the bought
goods and services cover 60% - 70% from the vdltleeosold product.
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6. Strategic partnership relationships

The majority of companies have realised that maziimgi the performances of a certain department or
of a certain function can reduce the general perémce of the company. The purchasing department
can negociate a better price for a certain compoaed obtain a favourable price variance, but that
cannot support the additional costs that come uperfinal product because of factory inefficierscie
Thus the companies are forced to have an overvi@wvthe entire chain in order to fairlz measure the
impact of a decision taken in whatever field. Bg thords of Ralph Drayer, vicepresident for Procter
and Gamble: Winning a place on the market will siggpanother type of relationship — one that
admits that at the end of the day the winners hélithose who understand the interdependency of
businesses between sellers and retailers and ttiatework together in order to exploit the
opportunities to deliver to the client productshwitdded value. Mangers of most companies follow
closely also the success of the other companies Wwiahin the supply chain. They work together in
order to render the entire chain more competitiMeey know the market realities, are very well
documented concerning the competition and are guatidg their activities together with those of
their business partners. They use technology taimlthe necessary information about the evolution o
market demand and to trade information betweennisgtons. The critical point in supply chain
management is the management of the connectionge&eteach knot from within the chain in order
to synchronize the entire supply chain.

7. Conclusions

The organisations that wish to face a dynamic emwrent cannot be built spontaneously. The
examples of companies that have succeeded shovththgitrocess is slow, systematic, constant and
present in all levels of the organisation. Managemmeust grant sufficient importance to all elements
that form the premises of a continuously chaninganisation by anticipating the changes that will
occur and not by reacting to the environment. Apbupchain must have a flexible logistical
mechanism that allows it to respond to transforomegtiof the business environment.

The managers that are responsible with logistiosimidtration must define their role in the contekt
supply chains. They must continuously focus on peditiction as well as quality improvement. These
objectives can be achieved by means of an efficieatdination of logistical activities throughottt
chain and of an optimal configuration thereof. Bteprating logistics in the company’s development
strategy, managers must ensure the company’s ciiivgreess and a tighter connection with clients
and suppliers. The orientation towards innovatixactices in the field of logistics are a solutian f
creating a competitive advantage that can leaddeasing profitability. Managers can achieve their
goals by analyzing the supply chain and by compietictivities based on this system, thus bringing
added value to the product. The company can cpratesses and systems that support the activities
described in this paper by integrating them indperating manner of the organisation. Hence it will
be capable eventually to efficiently manage logssti

A problem of research and specialized literaturdhénfield of logistics and supply chain management
to this date is an insufficient description of tennections between more supply chains and of their
impact on logistics. Each chain is analyzed sepbraand only the perspective on the different 8ow
that occur from the supplier to the client is if®iént. Extending the analysis also towards the
secondary chains that interact with tha main cli&inbsolutely necessary. There needs to exist a
continuous coordination and synchronization of itiein chain with the secondary ones in order to
obtain maximized efficiency and competitiveness.
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