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ABSTRACT

Logistic activities considerably changed in the last few years. The original aim of
satisfying quantity needs has been followed by the logistic activity which meets the
market’s requirements, aims at satisfying the individual needs instead of standardized
solutions, maximal the additional values, and finally, which gives a complex service. These
together mean a significant challenge for this profession.

1. INTRODUCTION

The most important purpose of the companies is making the most of the profit-
productive capacity of the invested capital that manifests itself in the increase of the
company’s value. Claims laid by owners — profit, dividend, share- set the management a
serious task. We can be witnesses of continuous changes in the framework of the market
economy in the fields of products and services, also in the labor-, money-, and capital
markets. That is why it is not a negligible question to answer that what inner conditions our
firm has, that is what kind of combination and organization structure of the product sources
it has. That is what can influence the quality of answers and reactions to the changes of the
outside environment. (Halaszné 1998)

During reactions the relationship between the company and its outside environment is
continuously changing. However, it is not the same at all whether we can get closer to or
further from the market claims by our reaction. (By market claims we mean the ones of the
consumers, owners, creditors, employees and suppliers.) Controlling, which provides a
suitable tool for realization of the required activities, is destined for supporting this above
mentioned aim. (Hargitai S. 1996, Kérmendi L. — Toth A. 1998)

By coordinating the given planning, analyzing and accounting elements, controlling
can create an informatics system with the help of which the different structural parts are
integrated into one single unit oriented on decision and management. It opens up new
vistas to mobilize the inner forces in the interest of the strategic objects.

Each company has a different controlling system, but what they have in common is that
the continuous process of planning-controlling is indispensable for their successful
operation. This process explores causal relations, predicts economical consequences, so it
transforms the operative analytical assessments into direct information for the
management.

2, INFORMATIONAL SYSTEM OF LOGISTICS

Information systems are able to store the customers’ needs, to compare them with the
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available stores (with regard of material, goods and final product), to make a
manufacturing plan, to decide over the additional matenial and product need, to follow the
processes of store keeping, outfitting and packaging, to fix goods delivery and finally, to
evaluate all these processes. (Forgacs A. 2007)

It is impossible to collect, treat and process information without the appropriate
information system. Most of the companies operate different subsystems to follow the
reserve economy, marketing, and the processes of production, accounting and controlling.
Logistics is exactly the field where these data have to be administrated as a system and
these processes have to be made transparent and controllable because it is essential for the
efficient operation.

With the help of the well-operating information systems the effort of the employees
can be rationalized since the time-consuming check of different subsystem data can be
eliminated.

Following the supply movement through the different subsystems makes the flow of
both logistic and controlling information simple and efficient which has a direct effect on
the quality of services provided for customers. The daily bookkeeping of accounting and
controlling data supports the current data process, offers the opportuntiy of the quick
intervention.

3. COINCIDENCE OF LOGISTICS AND CONTROLLING

One of the controlling tasks is to evaluate and support the logistic activity. For this,
controlling provides logistics with tools for analysis and evaluation, and an appropriately
structured flow of information from the point of view the functional approach.

Connecting points

- cost calculation and cost analysis of the logistic activity, focusing on the
fields of possible intervention,

- calculations on the investment-profitability with regards to the logistic tools,

- store-controlling,

- simulations, calculations,

- following the value production in the field of logistics, process analysis of
the logistic chain of purchase-production-product treatment- satisfying
customers’ claims. (Figure 1)

‘The major aim of logistic controlling as a ‘service’ is to support the objects and
strategies of the given company with its collected feedback, to process and apply methods
for checking their parameters, and cooperating this way, to support the optimal
organization, control and the necessary financial background of the logistic processes.’
(Knoll 1. 2003)
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Figure 1: Conrolling-logistics model (Gal-Kmosko)

Logistic controlling within the company organization can be operated in the
following ways

a) given departments or parts of departments within the controlling
organization perform this duty,

b) given departments or part of departments within the logistic organization
perform this duty,

¢) departments or part of departments within both of the logistic and
controlling organizations perform this duty together.

When we choose from these three alternatives it is important to consider the size of
the company, the size and complexity of the logistic activity, the size and tasks of the
controlling system, the scope of responsibilities and authority within the company.
Solution c) can operate when the controlling system is active in the fields of those factors
which influence the effectiveness of the company, while logistics is busy in the fields of
those activities which improve its own processes. This way cost calculation and analysis;
calculations on the investment-profitability, store-controlling, following the value-
production belong to the duties and authorities of controlling, while analysis of the chain of
purchase-production-product treatment-satisfying customers” claims mean duty in the field
of logistics. Close cooperation and the appropriate flow of information between the two
areas provide a successful logistic controlling activity.

4. COST CALCULATION, COST ANALYSIS OF THE LOGISTIC ACTIVITY,
FOCUS ON THE FIELDS OF INTERVENTION

The value increasing conception is specified in strategic objects, in the forms of long-,
and short-range plans, and at the same time the contribution of each responsibility areas to
the realization of the company aims is put down. The controlling system arranges for the
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control — oriented on productiveness and liquidity — according to the plans, for the takeover
of the controlling-philosophy. In this respect controlling undertakes an operative duty in
the takeover of the conception and in the interest of which it makes the tools of reporting
and planning available to the whole company.

An example for the planning process:

In the first stage of operative planning is a marketing plan, which focuses on the
market needs, is made that estimates the salable quantities with regards to each product
group. The quantity plan is followed by a price plan with the help of which the natural data
are formed into values or return from sales. For further planning it is essential to divide the
quantity for sale into self-made store and goods from outside suppliers.

Considering the store available at the beginning of the planning period both the
quantity to be purchased and the quantity to be produced by the company can be calculated
which is put down in the purchase and production plan.

At this point it is indispensable to examine the capacity plans both in short and long-
range and to compare them with the quantity plan. It may be necessary to implement
enlarging investments in addition to the supplement of the given capacities. We can apply
for it from the investment frame determined in the strategy plan by presenting the
calculations on profitability.

The investment plan is built up on the basis of the winning projects which influence
the liquidity-, and cost plans. The given tools and the planned investments determine the
value decrease plan of each responsibility area. This plan is part of the fixed expenses.
Value decreasing description of logistic buildings, machines, equipments and vehicles
should be indicated under this category of expenditure. (Figure 2)

A human labor force-plan is needed in addition to the establishment of tool
conditions, which includes the requirements on staff numbers and other professional
factors.

Personal expenditure plan shows the wages, fringe benefits, work clothes and other
personal payments for the workers who provide the logistic operation.

Different services and other expenses are settled after a consultation with those who
are responsible for costs, making use of the characteristic features of the responsibility
area. The following expenses are accounted here: invoices of outside carriers and different
suppliers, IT-developments and costs of telecommunications.

It is practical to sort the expenditures on material into both the direct and indirect cost
categories and to plan the direct items flexibly. By direct expenditure on material I mean
the material consumption in connection with packaging and fitting which is product-
dependent. At this cost category the additional-value creation has to be examined and not
the sheer cost. Standard costs calculated on the given product group can create a perfect
ground to measure performance, since comparing the actual costs with the given standard
cost can provide the controller with a flexible plan-fact analyzing tool. Standard cost
calculation can be expanded to the other expenditure categories, and this way we can
standardize the cost of the whole working process.

34



Jozsef Gal, Eva Kmosko: CONNECTING POINTS OF LOGISTICS, PRODUCT MANAGEMENT AND
CONTROLLING AT MANUFACTURING COMPANIES

TYING-UP OF CAPITAL
e Invested
means
o Stores
e Customer's BALANCE
demand of company
% Supplier's n
& obligation
INPUT e/ % OUTPUT
Means p "\'-%’
Swff ’ t,"ﬁ‘
e Materials, 5“’?
goods e
Energy LOGISTICAL #

PLAN OF COSTS
Amortisation
Material costs
Staff costs
Services,
other costs

Services

*. s 0 @

Figure 2: Procedure of value creation of logistics (Gal-Kmosko)

The expenditure plan made this way can serve as a base to measure the effectiveness of the
logistic processes, and by evaluating the facts, it can help indicate the areas to be corrected
and draw up a measure plan.

5. CALCULATIONS ON THE INVESTMENT-PROFITABILITY
WITHREGARDS TO THE LOGISTIC TOOLS

Reduced sources require their well thought-out, efficient and clear appropriation. So
the investment projects —as the potential sources of value creation- have to be ,,competed”
for the money available without restraint.

Objects, categorization, costs and the potential results of the investment projects can
be compared by the presentation and analysis of future cash flows. It is advisable to list the
alternative solutions, to work out their financial consequences, to analyze and evaluate
them when a decision on investment has to be reached. We should not preclude the
alternatives of leasing and tenure.

Typical logistic investments
- building, enlarging stock-yard, building up storage units
- obtaining tools for moving materials and goods
- purchase IT-equipments, installment of software
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Project developments have to be followed, as exceeding the permitted amount, or the
actual time of putting the things into operation have a significant effect on profitability.
The expected results have to be examined continuously, at least every year.

6. STORE CONTROLLING

Optimal of reserve economy has more and more important role in the life of
companies since decrease of proportion of the locked-up capital is regarded as a factor of
effectiveness. For this, controlling operates a system of analysis and evaluation with the
help of which the following factors can be measured regularly (e.g. monthly): level and
composition of the company reserves, the risk level on the basis of consumption rate, stock
circulation, marketing status.

During the operative planning (a period of a year) the reserve economy plan —
volume and the total value of purchase, production, consumption and sale- means a starting
point for logistics. The excess of the monthly reserve levels fixed in the operative plan,
divergence from the planned reserve descriptions, increase in the reserve risk, or decrease
in the market sale, and finally, increase in the frozen stocks are all examined by
controlling. After this examination logistics and controlling make the measure plans
together, cooperating with each other, then the effects of the measures taken are examined,
analyzed by controlling. The suitable report is sent to the logistics, and on the bases of the
feedback it can be discussed if it is necessary to intervene in the given area.

7. CONCLUSION

Calculations are on the investment-profitability with regards to the logistic tools. The
proactive activity of controlling is realized by simulations and calculations in connection
with future. The question ,Shall I produce it myself or make it produced by somebody
else?” has an important role in the field of logistics, that is whether the company itself
produce the products, services; or its capacity, its human and other resources, their cost and
other factors support outside purchase, or outsourcing of the given activity.

Logistic terms of this question can be the followings:
- self-made product or purchase from other source;
- activity of assembling, packaging;
- activity of freight arrangements;
- transportation;
- administration.

Following the value production in the field of logistics you can see process analysis
of the logistic chain of purchase-production-product treatment-satisfying customers’
claims.

Production and purchase plan induced by the customer’s claim can be made by
programming the practical experiences, by using the collected, systematic facts; or by
working up perfectly new information.

I have mentioned that it is important to follow the movements of reserves. The
accurate and high-quality work of suppliers gives the basis of the proper activity.
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Essentially important factors are: order, accept and the suitable treatment of inputs; their
structured, accurate storage and the conveyance of materials. Optimal of these processes is
the fundamental task of the logistic process organization, and controlling can help it with
cost calculating tools. Areas of optimal are decrease of time between order and
transportation, minimal of the way and number of the conveyance of goods, decrease its
speed, optimal of transit time.

Customers’ claims and their satisfaction

Nowadays, the controlling activity focused on customers and their claims are given a
key-role. Although, the marketing and financial controlling are focusing on the real return
from sales and the financial execution for goods and services, we should not leave our own
performance out of consideration. From the point of view of logistics we have to measure
and evaluate transportation, its accuracy (time and content), its quality and the customers’
satisfaction. The evaluating system can include post-correction of a specific customer
claim, evaluation of a not 100 per cent performance.

It is certain that nowadays one of the tokens of the economical and financial success
is the high-level controlling and logistic system.
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