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Abbreviations: 
APS: Advanced Planning and Scheduling  IS: Information Systems 

BI: Business Intelligence     ISK: Industry Specific Knowledge  

BOM: Bill of Material     IT: Information Technology 

BPR: Business Process Reengineering   JIT: Just In Time 

BW: Business Warehouse    MTO: Make To Order 

CNS: Central Nervous System   MTS: Make To Stock 

Co: Cost of Overstocking     OOS: Out Of Stock 

CODP: Customer Order Decoupling Point  OTC: Over the Counter 

CRM: Customer Relationship Management  OTD: On Time Delivery 

CSL: Customer Service Level     OTIF: On Time In Full 

Cu: Cost of Understocking     PLC: Product Life Cycle 

DC: Distribution Centre      R&D: Research & Development 

DRP: Distribution Resource Planning  RFID: Radio Frequency Identification 

DSI: Demand and Supply Integration  RFQ: Request for Quotation 

DW: Data Warehouse     RM: Raw Materials 

ERP: Enterprise Resource Planning   ROI: Return On Investment 

FC: Focal Company     ROP: Reorder point 

FG: Finished Goods       S&B: Steel and Brass 

HPI: Hydrocarbon Processing Industry   S&OP: Sales & Operations Planning 

HR: Human Resources    SC: Supply Chain 

ICTs: Information and communication technologies SCM: Supply Chain Management 

IOS: Inter-organisational System    SKU: Stock Keeping Unit  

KPI: Key Performance Indicators   SRM: Supplier Relationship Management 

LT: Lead Time     SS: Safety Stock  

MRP: Material Requirement Planning   VMI: Vendor Managed Inventory 

MTF: Make to Forecast    WH: Warehouse 
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1. Introduction:  
This paper will have a strategic- to tactical- qualitative approach, there the aim of the thesis is 

to come up with a model, there the different companies are compared and contrasted, and the 

authors personal opinion that “The synchronisation implications and other related upstream 

SC problems are similar and originates from the same organ, independent of industry, size 

and structure of the organisation” will be defended or defeated. Further on a strategic 

pathway will be recommended for the companies where different levels of collaboration and 

information sharing will be proposed together with how different IS and IT solutions will 

contribute to the synchronisation of supply and demand. At last some recommendations in 

general will be proposed to the companies, and it will be emphasised what the different 

companies can learn from one and another. 

In section 1 the problem statement, areas of research and research questions will be 

presented. Further on the different companies in a general matter together with its industry 

characteristics and demand pattern will be described. Section 2 describes the methodology, 

how the data were gathered and what methodology that is used in this paper together with the 

process of collecting both the primary and the secondary data. The main focus of the 

theoretical foundation will cover in section 3 is how information, collaboration, IOS, IT and 

IS can benefit the synchronisations between the upstream participants of the SC, and in 

general what they are doing and who the participants upstream are will also be examined. 

Further on the most common coordination and synchronisation implications of upstream 

participants will be introduced and how from a theoretical point of view this has been solved 

previously with its required preconditions for success. In section 4 will the problem areas of 

the different companies be discussed and structured and if there are any common 

denominators and implications that occur at the different companies will be evaluated. 

Following section 5 the authors recommendations and future development will be analysed, 

here will the problem areas of section 4 be further structured, analysed and implemented to a 

model, there the problem areas and the solutions of the companies will be compared and 

contrasted in context will relevant theory and models with an emphasis on what requirements 

and preconditions for successful information sharing and collaboration that has to be present 

to achieve a synchronised flow. How IS systems and IT can contribute to avoid disruptions 

upstream in the SC will also be elaborated. In section 6 the problem areas of the different 

companies will be elaborated and finally in section 7 these problems will be compared and 

contrasted to figure out if there are any common problems that occur at the companies and if 

there is any learning potential from each other‟s ways of coping with the implications in form 
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of information sharing and collaboration with their suppliers. Section 8 and 9 will cover the 

concluding remarks of the thesis, further research and thereby limitations of the paper.  

1.2. Company presentations: 

Following section will give a brief introduction over the 3 companies, what they do, 

the industry they operate within and their organisational structure. These companies are used 

as the primary research, which functions as the base for the concluding remarks with regards 

to the research questions and to the recommendations.    

1.2.1. Jotun A/S: 

Today The Jotun Group is a world leading manufacturer of coatings, powder coatings 

and paints. In 1920, Sandefjord, Norway, Odd Gleditsch started to supply the whaling fleets 

with supplies and paint from his own shop. As the demand grew, he started to manufacture 

the paint himself. Soon Gleditsch was one of the largest producers of paint to the Norwegian 

cities; Sandefjord, Tønsberg, and Larvik. In 1926, Jotun Kemiske Fabrik A/S where founded 

and the expansion started with focus on innovation, modernisation, and quality, this all led to 

increased sales. In the 1960‟s, the first offshore production plant was established in Libya, at 

the start of the 1970‟s due to fierce competition 5 paint manufacturers merged and A/S 

Jotungruppen was established Further on in the 1980‟s and to the late 1990‟s Jotun continued 

their expansion with mergers and acquisitions in Europe, North and South Africa, as well as 

in the US. Today the Jotun Group has a total sales NOK 12 814 million worldwide, in 

addition they have over 7 400 employees divided at 40 factories in 24 countries and 74 

companies in 37 countries, together with its branch offices, legal companies, distributors and 

agents, the representation of Jotun exceeds more than 80 countries. Now Jotun has more than 

1000 employees in China, which accounts for approximately 15% of their total workforce. 

Due to Jotun‟s global diversification of markets, they where overall performing well since 

their departments in growing regions where delivering satisfactory, despite of the European 

decline.     

There organisational structure is divided in to 4 different departments; Marine 

coatings, protective coatings, powder coatings and decorative paints. Their protective coating 

developed from the oil industry and the protection of the oil rigs. Jotun Decorative has710 

employees divided on 5 production facilities, and had a sales revenue of 1 572 million NOK. 

Jotun Paints has 2 631 employees divided on 11 production facilities, and had a sales revenue 

of 3 782 million NOK. Jotun Coatings has 3 193 employees divided on 13 production 

facilities, and had a sales revenue of 6 175 million NOK. Jotun Powder Coatings has 859 
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employees divided on 11 production facilities, and had a sales revenue of 1 139 million NOK. 

Further on the Marine and Protective Divisions are also divided in to sub-segments, Marine is 

divided into Dry-dock, Sea-dock and new build, while Protective is divided into Energy, 

Infrastructure, HPI and Offshore.         

Relationships with their customers, suppliers and after sales support are really 

important to Jotun to establish long-term collaborations; this is done with help of a common 

ERP system called IFS. This system helps Jotun to ease their transactions, and all decisions is 

done with help from one database. Some of Jotun‟s most important customers are; Frontline 

Ltd, Wilh. Wilhelmsen Holding ASA, Statoil ASA, Coop Norway and Petrobras, and their 

largest supplier are; Dow Chemicals, BASF, and Aker ASA. (Glenne, 2011a, 2011b).  

 

Figure 1 Jotun's organisational structure 

1.2.2. Meda A/S: 

Meda is a speciality pharmaceutical wholesaling company that choose to avoid 

projects that are both risky and requires high capital investments. Instead their expansion 

strategy is acquisitions of both product portfolios, and companies and purchase of licenses. In 

addition they have made cooperation agreements with other pharmaceutical companies, and 

R&D companies in a later clinical testing stage of the finished product. Meda‟s main focus is 

within respiration, cardiology, pain neutralisers, inflammation, dermatology, and CNS 

(central nervous system), the groups within this product portfolio stood for approximately 
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80% of total sales in 2008. The 10
1
 largest products stood for approximately 80 % of the total 

revenue, there again the one highest grossing product accounted for approximately for 10% of 

Meda‟s total revenue; the 9 others have an equal share. 

Their main competitive strategy has been acquisitions of product rights, companies, 

focus on long term cooperation, continuous improving competencies within sales, marketing 

and business development. There are approximately 100 people who work within the sector of 

developing drugs, clinical testing and improving the product features, and there are 

approximately 80 people who are working on registering the approved drugs.  

From being a Nordic distributor with a economic turnover of approximately 120 

million SEK, Meda has from the year 2000 developed to become a leading international 

speciality pharmaceutical company, and their products are sold in approximately 120 

countries, there they have their own sales and marketing locations in more than 40 countries 

worldwide, but their main geographical marked spread is in the US and in Europe. They have 

now approximately 2 700 employees worldwide (1 700 within sales and marketing), with a 

yearly turnover of above 10 billion SEK. Meda Norway is currently the 20
th

 largest 

pharmaceutical wholesaling company in Norway, and has improved their brand perception 

drastically the recent years. 

Approximately 50% of Meda‟s total sales come from pharmaceutical products 

produced at their own production facilities that are situated in Mergignac, France, Köln, 

Germany, and Decatur, Illinois, USA. Meda delivers various kinds of equipment for 

anaesthesia/ intensive operations, gastro, and other surgical devices. They also deliver drugs 

within 8 different treatment areas; asthma/allergy/airways, heart & vessel, skin, 

stomach/bowel, migraine, muscle/skeleton, gynaecological, vitamins, and others.          

In the years 2003 to 2005 they bought several smaller established pharmaceutical companies 

in North- Europe and several well established products from companies as GlaxoSmithKline, 

Novartis, Wyeth and Omega Pharma/Pfizer. Simultaneously they also established marketing 

companies in central European countries like France, Germany, Italy and in the UK.   

In 2005 they bought up Viatris, a German pharmaceutical company. In the start of 

2007 they further expanded by acquiring 3M‟s pharmaceutical division in Europe. In August 

2007 they completed their takeover of MedPointe (American based specialty pharmaceutical 

company), at the same time Meda established their American branch. The expansion 

continued and in 2008 they acquired Valeant‟s pharmaceutical company in East- and West- 

                                                           
1
 10 most important products: Minitran, Tambocor, astepro, Novopulmon, Astelin, Soma, Zamadol, Mestinon, 

Aldara, betadine. (Meda annual report, 2010) 
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Europe, and the property rights of 4 drugs from the Swiss pharmaceutical company Roche. 

Meda‟s most important customers are NMD, Alliance Boots and Apokjeden, these three 

customers count for 90% of Meda‟s revenue and combined they own approximately 90% of 

the pharmacies in Norway.  (meda.no; Pedersen & Brumoen, 2011; Meda annual report, 

2010).     

 

Figure 2 Meda's organisational structure 

1.2.3. PKS Interior and Industry AS: 

PKS was established in 1994 in Drammen 30 minutes south of Oslo by Stein Brekke. 

The core business was brass- rails and components, and other related interior for hotels and 

restaurants. In 1998 Kai Bråthen was hired to sell furniture, and later he became an owner of 

PKS Interior. In 2000 Leif Blankert started his career at the firm, at the newly established 

subsidiary company that was called PKS industry, there all three had a 33, 3% split of the 

shares. PKS industry was established to focus on the steel and brass segment of the company. 

The first year of business with both the interior and industry steel and brass departments 

PKS‟s total revenue was 2 million NOK, the year after 4 million, and the year after that 8 and 

then 16. At this time PKS ad grown too big for their locations and had to move in to larger 

locations at the docks in Drammen. At this point they were only 5 employees at the firm; 3 at 

the office, 1 at the WH and 1 office clerk. In 2003 Merged PKS interior and PKS Industry to 

PKS interior and Industry, and Bråthen and Blankert bought out Brekke. In 2010 they execute 

an acquisition of glazier Christoffersen AS to be able to offer an even more complete solution 

for their customers Three years ago they bought some land south of Drammen, and built a 

WH of 3500 square meters, which we moved in to and they had a call option on a property 

right next to it, there they built a new building on 3500 square meters, which PKS are now 

renting out. The value of both of the WHs is set to approximately 60 million NOK. 
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Last year PKS‟s revenue of both departments was 47 million NOK in total, 37 million 

was brass and steel, while the interior and furniture counted for 10 million. In addition with 

the merger of Christoffersen, which PKS has a 100% share in it had a last year revenue of 14 

million, so the combined revenue in total when the 3 departments are summed up counts for 

approximately 61 million NOK, and total employees have now reached 28 people in addition 

to some seasonal workers not accounted for. Their industry department that is their rail 

department is their largest and serves two functions; as a global importer and wholesaler of 

rails for further distribution to construction sites and ships, and as a manufacturing company 

that cuts, grinds and welds complete solutions for customers, both private and professionals. 

Their interior department serves only the function as a wholesaler, there PKS adds value of 

breaking bulk, picking, packing and shipping. In some instances also assemble the more 

complex interior solutions for their customers.  

PKS‟s most important customers and suppliers have to be differentiated between the 

departments. At their steel and brass department there projects are often done in collaboration 

with their glass department, their biggest customers are all of the glaziers in Norway, 

mechanical shops and various entrepreneurs. The size of the various glaziers span from NOK 

40 000 to NOK 1 million a year, there „Aadnesen Glass‟ in Stavanger is the largest one. In the 

furniture and interior department there it is no fixed individual customers, but more project 

related, once a restaurant, hotel or bar has purchased from them, it often takes between 5-7 

years before they have worn the interior down and has to order again. They have between 14 

to 15 different furniture suppliers situated in Italy; there the largest one is Pedrali. Their table- 

tops do they receive from SM France. The „A‟ suppliers of the Steel and brass department is 

Q-railing in Germany, their purchase accounts for approximately 13 million NOK of rails and 

components, at Damsthal they purchase rails for approximately 3 million NOK yearly, and 

from their parent company Antiqua 3 million NOK a year of rails and related components to 

hotels and restaurants.  

Due to heavy monthly marketing campaigns, fast deliver and production time, good 

quality and high flexibility with regards to customisation after customer requirements; PKS 

interior and industry has from their humble start in 1994 developed to become one of 

Norway‟s large importers and manufacturers of brass and stainless steel solutions and interior 

for restaurants, hotels and bars.        
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Figure 3 PKS's organisational structure 

1.3. Problem formulation: 
After collecting primary research from Meda, PKS and Jotun A/S, together with previous 

secondary findings the overarching problem for the upstream participants is the mismatch 

between supply and demand. This is a result of lacking communication and collaboration; the 

required parties in the chain do not know what will happen, when, how much or by whom. 

The end results of this shortage in synchronisation are; low CSL, high holding costs, high 

logistics cost, low efficiency and effectiveness, not optimal processes (Blankert,2011a,b; 

Glenne, 2011,a,b; Pedersen & Brumoen, 2011). On the basis of the gathered data, several 

research questions and areas of personal interest will be strived to answered;  

- What are the most common problems and implications in the upstream SC? 

- How can increased information sharing and collaboration contribute to avoid SC 

disruptions? 

- How can Information Technology and Information systems increase the participants of the 

SC‟s efficiency and effectiveness? 

- Are there any common denominators with regards to the problem areas of the chains, and 

how are the different companies solve these problems independent of industry?  

- Can the different chains increase their synchronisation of supply and demand by adapting 

to the ways the other industries are tackling their problems?    

The origin of the problem areas evolved after both primary and secondary data had been 

processes, and those areas are often the basis of other implications, thereby if not coped with 
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and solved, it could escalade further through other areas of the value chain. Another reason 

why these areas are investigated is that the author of this thesis previously have done another 

project on a related matter, there lack of upstream investigation was one of the core 

limitations. The last reason why this was chosen as the core focus area is that in the Cand. 

Merc. SCM curriculum, it is often the downstream implication that is focused, and it was then 

it was brought up to the author‟s attention that a lot of the downstream supply and demand 

problems could be avoided if the whole chain had the required information at the right time. 

In addition a lot of the supply problems occurring downstream are a spin of effect of upstream 

issues. Due to various limitations like, data, time, page limitations, industry specific 

knowledge, the issue of quantity v. Quality, the scale and scope were decided to cover the 

upstream flows, and it would be too time consuming and often not implementable to come up 

with suggestions on an operational level, thereby a strategic level of recommendation was 

chosen as the scope of the author. There the companies problems will be compared and 

contrasted and some recommendations and strategic pathways will be suggested.    

 

Figure 4 Scope and focus area of thesis 

In this thesis it will be focussed on the interaction and transaction between the 

upstream participants of the value chain, with the main focus at the wholesaler/manufacturer 

as the FC. As the figure show, the end customer downstream is not the centre of attention, but 

it will always affect the flow throughout the chain, thereby some discussion regarding its 

importance in the chain is unavoidable. The evidential problem area of supply and demand 

integration and synchronisation will also be debated, since it in many instances is the main 

purpose for the existence of the chain. This is not an ordinary Focus area- model (Andersen, 

2010, p62), since the problems of one company is not represented, but a „inductive‟ research 

method, and in many instances can fulfil some of the classification variables for the 

„Grounded theory‟ approach where several companies are the focus of this thesis. Then the 
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scope of the thesis will develop as the primary and secondary findings will evolve, this will be 

elaborated later in the methodological section.     

 After assessing several secondary resources, a starting point of a conceptual 

framework is developed with 3 focus areas; what is the problem area? What are the causes of 

these problems? And what are the consequences of these problems? This will be summed up 

by now and later on developed to a more sustainable framework in a Vennix‟ diagram 

(Andersen, 2010, p 67). The Vennix‟ diagram will serve as a Conceptual framework for 

further development, and a controller for when the industry specific problems of the different 

companies will be added to the model in form of primary research. 

 

Figure 5 The Vennix Diagram - The Conceptual Framework 

The regular arrows emphasise that all the causes affects the core problem area that further 

on leads to several consequences. The causes are often of a strategic manner, while the 

consequences are more of a tactical and operational issue, which the firms experiences every 

day. The pointed arrows emphasise that in many instances the consequences are directly 

connected to the causes.       

2. Methodology: 
The upcoming section will present an in depth explanation of the structure and set up of 

the paper. This section will contribute to a clarification of the methodology and the strategic 

analysis that has been carried out in context with the paper‟s problem areas. Primary and 

secondary research are used as the foundation for the theoretical aspect analysed in context 

with the development, gathering, analysis, and assessment of the most common problem 
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areas, recommendations for future pathways and implementation strategies for the companies 

that are used for primary research.   

2.1. Research design: 
This thesis will start off with a presentation of the different companies, what they do 

and which industry they are in. Followed the methodology will be discussed; how the 

secondary and primary data were gathered together with the limitations of the data and the 

collection processes. On the basis of the primary data collected the following section of 

theoretical foundation is analysed to try to come up with a consistent study and interpretation 

of the research question at hand. The next section the problem areas of the different industries 

are analysed, compared and contrasted, followed structured to come up with some 

recommendations of potential pathways the different companies can attend, and if there are 

some learning‟s they can achieve from one and another. Lastly some it will be concluded if 

there are some common denominators unconditional of industry, implementation strategies of 

potential learning‟s and preconditions that have to be met before implementing the findings. 

 A conceptual framework is developed throughout the paper, there it starts off in a 

general context with the most common upstream problems, throughout the paper it will 

become more complex, industry specific and tailored to fit the companies investigated and 

several sub-models will be added on to expand the scope to be able to pinpoint the most 

severe areas in question. It will at last sum up the companies, its industries and its problems in 

a structural and readable manner. The reason is that the different participating industries can 

see for themselves which problem other industries have and how they cope with their 

problems.      

The Approach that the author of this paper have tried to fallow has a clear resemblance 

to Glaser & Strauss‟ (1967) “Grounded theory”, opposite to a more classical approach there 

the author often has a theory or several different once, and then go out and test it, in a 

practical manner. In an inductive research approach or „Grounded theory‟ the data collection, 

analysis and theory are all connected, and executed simultaneously. The primary data 

gathered and analysed serves as a basis for the problem formulation, there secondary finings, 

analysis and theory will be evaluated in context to create the recommendations (Andersen, 

2010. P.200). 

When it comes to the process of the research it can be after Andersen‟s (2010. p.35) 

way of classifying it will be stated as an inductive approach, since it is the empiricism that is 

the foundation of the future theory, or where it is tried to make a concluding generalisation. It 
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is tried to generalise a reasoning based on research, observed instances and facts, contrary to 

deductive that operates the other way around, when it is on the basis of general principles, 

concluded and generalised on individual instances and situations (about.com). It is also 

important to mention that this research approach also have elements of deductive research 

design there some of the research derive from, originate and use already proven theories as a 

base foundation for this research (Partington, 2000). This is further emphasised by the basis of 

this thesis that is summed up in a developed “Conceptual framework” table which highlight 

the problem areas, compare, contrast the companies and suggest strategies for development. 

2.2. Data gathering: 

The data gathering process was done in way that was not previously familiar to the author. 

After studying SCM for 3 semesters at a master‟s level, a broad aspect within Supply Chain 

Management was familiar to the author. It was on the basis of this the problem area with a 

„Grounded theory‟ and Inductive approach was developed. It was on the basis of secondary 

readings, the primary interview questions was developed and asked. On the basis of the 

primary answers, more industry specific- and problem related- articles were analysed, to 

achieve a more in depth knowledge within the area of Upstream SCs.    

 Upstream SC management, its processes, implications and the related area of shared 

information and collaboration is not a new phenomenon. There are a myriad of literature 

covering mentioned areas in different industries, and use different companies as case 

examples. One limiting aspect that is worth mentioning is that in many of the previous 

published articles and journals, they have all a strong focus towards the downstream 

customer. Another implication with regards to the secondary data is that in many cases, when 

the upstream participants of the SC is mentioned or used as a case study, the majority of the 

articles cover the grocery industry. Industries with other demand patterns are rarely covered, 

and in addition, there is a lack of secondary findings in the areas of production. The paper‟s 

author‟s motivation for this kind of approach was to develop a model there different industries 

where compared to one and another and if they potentially could learn from each other‟s 

mistakes and success unconditional of industry, product, size, and other related variables. The 

problems experienced at the different companies‟ SCs during the collection of the primary 

data together with the secondary data will create the basis of knowledge and strategies 

recommended in this thesis. Data collected from the primary interviews are all a result of 

expert interviews with both practical and theoretical knowledge, and experience within their 

fields, this results in increased relevance and validity of their answers and at the end this 

http://www.about.com/
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thesis. In addition to the interview participants‟ expertise, they are also situated centrally in 

their respectively companies, that contributed to in depth knowledge and a holistic view of 

their chains.        

2.3. Primary data gathered: 
The collection of the primary data was done by several methods. At PKS Interior and 

Industry AS the one of the company‟s CEO and head of the Rail and pipeline department, 

Leif Willy Blankert was contacted and interviewed. He was interviewed because he had a 

good overall knowledge of the department and could easily get hold of both the WH manager 

and the production manager on the manner of specific questions of the interview when he did 

not know the answer himself. The same process goes for Leif Pedersen, the Country Manager, 

there he could easily get hold of both his finance department and his logistical department to 

help him get in depth, elaborated knowledge that he could share with the author of the thesis. 

To get an even more in depth expertise; participating in the interview was also Bente 

Brumoen; the CEO and the logistical responsible at Meda A/S. When it came to Jotun A/S, it 

was a bit more problematic, due to the lack of knowledge with regards to who to contact 

there, the rough proposal (see appendix 1) where sent to the HR – department and then 

forwarded to Carl Christian Glenne, the logistics manager at Jotun A/S there he was in the 

past a international logistics trainee, before he was hired as an SC assistant manager, this has 

contributed to an overall, holistic, good, in depth background within the field of SCM and its 

related areas. In the manner of Jotun A/S and PKS A/S, a follow up interview where 

conducted at both of the firms to achieve knowledge within several areas that needed 

elaboration and new problem areas that emerged during the writing of the thesis. At Meda 

A/S one extensive in depth interview where executed, which was satisfactory to gather the 

required data needed for the thesis.  

 All the expert interviews were recorded electronically to ensure that during the 

interview the focus was on asking, receiving and understanding the questions and answers and 

not committing the focus on solely writing bullet points and in most cases risking losing 

valuable information or misinterpreting it hence the primary data gets distorted or in worst 

cases it becomes wrong. A validation increasing aspect of collecting the primary interviews 

were that minimum one week in advance of all the interviews, the questions were sent to the 

interview object. This was done to ensure that they had time to prepare themselves, read and 

understand the questions. In addition, it was also done so that the questions the interview 

participants did not know, they could ask the different experts within the area to give them an 
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in depth explanation that they later could share at the interview. All the questions where open 

and had room for discussion and elaboration. After each interview a transcript was made, this 

was later on sent back to the interview objects for their comments and approval. These were 

written down, taken in to account and added to the final transcript for the final approval. 

Before starting the process of writing the transcripts it was in its full length listened to and 

once more after finish writing it. This was done to ensure that all the expressions and industry 

specific terms were familiar and understood before the typing started. Some aspects of the 

primary data collection may be recognised as redundant work, but the author of the thesis is 

convinced that this was a necessary process to appreciate the different complexities of the 3 

really different industries. All the transcripts are attached as appendices.           

Table of interview participants 

Date: Person: Field of expertise: Interview form: Time used for 

making 

transcripts: 

01.02.11 Leif Pedersen Country Manager of 

Meda A/S 

Phone: General 

information & 

problem areas 

discussed 

Was not made 

 

09.02.11 Carl 

Christian 

Glenne 

Logistics Manager 

Jotun A/S 

Phone: General 

information & 

problem areas 

discussed 

Was not made 

 

14.02.11 Leif Willy 

Blankert 

CEO of PKS Personal: General 

information & 

problem areas 

discussed 

Was not made 

 

23.02.11 Carl 

Christian 

Glenne 

Logistics Manager 

Jotun A/S 

Personal: 01.53.57 12,5 hours 

02.03.11 Leif Willy 

Blankert 

CEO of PKS Personal: 01.03.48 6,5 hours 

28.03.11 Carl 

Christian 

Glenne 

Logistics Manager 

Jotun A/S 

Personal: 01.26.36 9,5 hours 

19.04.11 Leif Willy 

Blankert 

CEO of PKS Personal: 00.38.52 4 hours 

18.05.11 Leif Pedersen 

and Bente 

Brumoen  

Country Manager of 

Meda A/S, and the 

CEO and logistical 

responsible at Meda 

Personal: 01.34.18 10 hours 

Figure 6 Table of Interview participants 

With regards to the primary research, some limitations are unavoidable. When it comes to 

the matter of subjectively it is inevitable, even if all of the questions were sent to all the firms, 
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with only a few questions in exception that was industry and firm specific, there will always 

be some personal opinions reflecting in the answers. To be able to ensure a further 

generalisation reliability and validity of the answers received, similar organisations in 

identical industries had also to be investigated, this would have been too time- consuming for 

one person to do. All the asked questions had room for discussion, interpretation and follow- 

up questions so that the author was sure of that the details were not forgotten. The main 

limitation of the primary research is that all the interviews was done and asked on the basis of 

the thesis author‟s knowledge regarding the field, and what was learned during the process of 

the writing. There is a large and unavoidable risk that some aspects are not covered in that 

detailed that it deserves. Even if the period of gathering data and writing the thesis exceeded 6 

months, there is not easy to get hold of all the different chains participants. If possible, in 

depth interviews with the focal firms‟ suppliers and customers would have contributed even 

more detailed and holistic information source that would even further have ensured the 

reliability and validity of the data. Final remarks on the limitations of the primary data 

gathered, that even if only the focal firm of the upstream participants of the SC where 

interviewed, the author concludes with that the interview objects was in central enough 

position to be able to contribute an objective, holistic, detailed and reliable primary database 

serving as the foundation of this thesis.           

2.4. Secondary data gathered: 

When it came to the secondary data collected and applied in this thesis, it was done for 

several reasons; expand the view, increase the depth of the theoretical foundation, validate 

and to back up the primary data gathered. Information, counselling and suggestions 

recommended by supervisor Mr Christiansen, on areas that should be covered and theories 

worth looking in to, was of tremendous help. The secondary data that was researched, 

gathered and applied in this thesis was articles (51), books (9), web pages (5), and other 

relevant publications such as annual reports (7). An area that also should be brought up is that, 

in addition to the reference list, the author of this paper have gathered and analysed, to then 

rule out a substantial amount of other secondary data. Even if a vast amount of the secondary 

data was of a qualitative nature, there was also some quantitative data of previous case studies 

that was used to emphasise and further validate the benefits of collaboration and information 

sharing, and further how much it can cost the companies if they do not achieve a supply and 

demand synchronisation.  
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 Another validation concern is that some of the secondary data may be of an older 

nature; they still are highly relevant and applicable when it comes to increase the validation as 

well as the generalisation of the findings. When it comes to the web pages used in this thesis, 

they are only used as a starting point and not as the sole source of information. This is due to 

the fact that there are no control mechanism that could assure the quality of the information 

since the information posted on these sites is of a subjective manner, and used as an 

advertisement channel, there are rarely any negative publicity posted on their own website.   

3. Theoretical foundation: 
 The theoretical foundation of upstream SC management with its implications, 

preconditions and solutions clearly show the complexity and all the variables that have to be 

taken in to account for a successful transfer of good from the origin of RM to the final end 

consumer. On the journey from RM supplier to the hands of the customers a lot of strategic 

and tactical decisions have been done. The upstream processes are often neglected and an 

unknown world for the end consumer even if a lot of the problems starts there. The theoretical 

foundation is based on; upstream implications, preconditions and solutions,  different levels of 

collaboration, benefits of IT and IS, incorporate the technology and the business processes, 

information and data sharing, and integration & coordination, which serves as the base for the 

recommendations that will be the end result of this thesis. 

3.1. Upstream SC introduced:  
 “Supply chain management is the management of the relationship and flows between 

the „string‟ of operations and processes that produce value in the form of products and 

services to the ultimate consumer” (Slack, et.al., 2009, p. 212). The upstream SC can be 

defined as the operations in the chain that are connected with the supply side of the chains 

operations. Further on the supply side of the SC can be defined as the side of the chain which 

provide goods, information, materials or services to the FC‟s operations. It often entails the 

suppliers and the suppliers‟ suppliers (Slack et.al., 2010 pp 668-669). It is also argued that 

these flows are not restricted to follow a downstream flow from RM suppliers to end 

consumer. The flow of upstream customer requirements entails; payment, orders, market 

research information, long-term plan and requirements, and information regarding potential 

new products and services. A common misperception is that the SC disruptions and failures 

only occur downstream when the retailer for instance fails to meet customer demand. The 

interesting area of research is to investigate why these disruptions downstream occur, and it is 
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further argued that the root causes in many instances are situated upstream in the chain (Slack, 

et.al. 2009). It is fair to argue that many of the implications and disruptions that is demand 

related i.e. fluctuating orders in volume and mix, and short order cycles has its origins 

downstream, while much of the supply related problems i.e. not able to deliver the right 

product at the right place at the right time, is often due to upstream disruptions. The journey 

the information is often delayed or distorted due to aggregation of orders or misinterpretation. 

The information flow that travels up- and down- stream is as important as the materials and 

services (Slack, et.al. 2009)      

 All the tiers in a SC share the common objective, to satisfy the end consumer. The 

more tiers and layers a SC or a SC network have the more complex and difficult it will be to 

be able to manage the synchronisation of supply and demand successfully. When a consumer 

at the end of the chain decides to purchase a good, the spin off effect will progress upstream 

throughout the chain to the materials origin. This aspect is often neglected; the downstream 

participants closest to the POS, and have the most information, but if this information is not 

sent upstream the goods will not be shipped further down the chain to the end consumer. 

Another variable that increases the complexity of the upstream participants of the chain in 

comparison to its downstream colleagues is the notion that they have not one customer that 

they have to serve satisfactory, situated upstream implies that they in most cases have 2-4 

tiers between them and the final end consumer (Slack, et.al., 2009). The difference between the 

upstream and downstream companies is that while the downstream „only‟ have to satisfactory 

manage, serve and take in to account one tier, while the upstream always have to take in to 

account that even if they receive orders from the tier situated one step further down the chain, 

lack of perfect delivery will have consequences for the rest of the chain as well.  

 On the supply side of an SC, the company has its suppliers of RMs, parts, products 

and information. The FC can both be supplied by a first tier supplier and a second tier 

supplier. In manufacturing industries it is common to be supplied by both first tiers suppliers 

that deliver semi-FGs and second-tier suppliers that deliver RMs that is later processed and 

manufactured internally at the firm. In a wholesale setting they are in most cases supplied 

with finished goods for further distribution by a first- tier supplier. In some chains where the 

manufacturing company is the focal firm, the wholesaler may be situated as the first tier 

customer. In this thesis the manufacturing company and the wholesaler are both the FC at 

their representative SCs and not interconnected. It is further argued that it is the upstream 

parts of the SC that the most to the value of the final end-consumer service being identified 

and met (Slack, et.al. 2010, pp140-3). The level of anticipating required supply upstream to 
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downstream, depends on the demand downstream at the end consumer, it can be both 

dependent and independent. It is the dependent demand that is the easiest to meet. In 

wholesaling it is the disaggregated amount of products of the aggregated orders from the 

downstream consumers, and within manufacturing it can be calculated on a BOM (Bill of 

materials) level there the amount of the required RM in a finished product is multiplied with 

the amount of finished product demanded by the end consumer (Slack, et.al.,2010, pp273-4). 

There are even in some instances seasonality of supply as fresh food and vegetables, in this 

thesis the primary research are gathered from organisations that do not operate with these 

kinds of products or RM, which is not a focus area in this thesis (Slack, et.al. 2010, p302).           

3.2. Supply, the origin of irregular flows, waste and failures 
 In manufacturing industries the inputs in form of RMs serves as the basis for the 

processes and operations that transform the RMs to the outputs or the FGs that are later send 

to end consumer, that is why the quality and the delivery of the inputs are vital for a 

successful transformation and the value adding of the process. A disruption of supply will 

break down the whole process and have severe consequences for the rest of the chain, to be 

able to manage these processes the organisation need materials, information and customer 

requirements and orders. Problems when the demand and mix varies are that the organisation 

have to build in flexibility to their processes and be able to change their production, in 

addition in industries represented by low visibility in the chain it is hard to anticipate future 

demand and communicate the need of the required RM to their suppliers (Slack, et.al., 2009, 

p10). In a wholesaler setting, they do not transform the goods in the sense of production, but 

they value add in form of receiving, storing, processing, breaking bulk, aggregate and 

disaggregate orders, picking, repacking, shipping the goods after specification and make them 

available for customers, none of these processes will be started if the wholesaler do not 

receive its goods on time, then all the in-store logistics processes will stop (Kotzab & Teller, 

2005; Aastrup, 2010).    

  Another interesting aspect brought up by Slack et.al (2009 p351), is with regards to 

the synchronisation of supply and demand, how this mismatch will have a negative effect not 

only on inventories but also on the information and lastly the customers. In some industries 

holding inventory as a safety buffer is unavoidable, but the spin off effects of this is much 

greater than first anticipated. The inventory ties up capital, which also need a physical storage 

space, additional problems may be that the manufacturer and suppliers will receive defect 

goods and not be able to detected them before it is time to ship it, and that is in most cases too 
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late. Further on the tiers will often rely too much on these „Safety buffers‟ and they do not 

work towards the desired synchronisation of supply and demand, that will if managed 

correctly abolish the need for safety inventory. These physical problems further on leads to 

disruptive information flows; the information regarding inventory and orders are often 

obsolete, defects are registered too late and the inventory data is then wrong. The final 

outcome of this synchronisation issues is that the end consumer needs to wait longer for its 

goods, if receiving wrong or obsolete goods, the brand perception will decline, and there will 

be a mismatch between supply and demand. All these problems can be avoided if the 

information flow throughout the chain will increase, in addition to an increased supplier focus 

to manufacturer and wholesaler. Thereby by reducing the inventory buffers, will lead to 

higher risks of stock outs (OOS) and disruptions of the chain in the short run, the long term 

outcomes will contribute to a better view of all the processes that lies behind the deliveries, 

and the ineffective and inefficient processes and operations will be discovered. The biggest 

barrier of reducing waste, synchronise the flows and trying to implement some aspects of 

„JIT‟ are to involve the whole chain so everyone knows what everyone is doing at all times, in 

addition to eliminate waste within the processes. The waste in the processes often origin from 

dual labour and information distortion with regards to inventory levels, order processing and, 

supply and demand information (Slack, et.al 2009).          

 To be able to achieve a perfect synchronisation of supply, the goods required have to 

be delivered exactly when it is needed, if it is delivered too early or too late, it will result in 

waste or a disruptive flow. There are two major barriers for a perfect supply synchronisation; 

1. Over and underproduction; results in obsolete goods or OOS, 2. Too early or too late 

deliveries, to early deliveries leads to higher inventories and the risk of obsolescence of the 

RMs, depending on their PLCs (Product Life Cycle), too late deliveries lead to supply 

disruptions upstream in the chain. This is often the biggest barrier in most industries both in 

manufacturing as well as in wholesaling. The end consumer experiences this often, and 

blames the downstream participants, but in many instances it is the upstream supplier that is 

the responsible and the origin of the problem. A supply failure can be classified as a failure of 

delivering the RM or goods at the right time, quantity or quality to the next process of the 

chain. There is a higher risk of upstream failures of supply than downstream failures due to 

the majority of the processes such are outsourced. (Slack, et.al 2009 p356- 574).        
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3.3. Upstream implications introduction 
A SC is a complex network of organisations which are operating with downstream  and 

upstream linkages, depending on the various activities and processes that adds value to the 

product or service at the ultimate end user; the consumer (Christopher, 2011). In relation to 

the linkages; there is a common recognition that the participants of the chain are depended on 

each other to successfully be able to transform the RM to the end consumer, paradoxically, 

the upstream participants are not that closely co-operative, while their downstream colleagues 

have embraced the benefits for years. The trend of fully vertical integration is declining due to 

outsourcing and focus on core competencies, the principles of being vertical integrated in 

form of information to each other is highly intact. While many downstream participants are 

satisfied with the current situation, they tend to forget that the cost of inefficiency upstream 

due to dual labour- and other- wasted resources are only transferred downstream in form of 

increased price. The participant of the chain that are situated downstream are those who loses 

the most on this due to the costs that started upstream are often the bottom line of the price 

paid downstream by the end user, and is highly affected by the cost occurred by the inefficient 

upstream participants. Further on, since the reality of the market is highly competitive there 

often price weights more than speed, quality and ease of procurement; it is the inefficient 

chains that will lose the “battle between the chains” (Christopher, 2011).  

It is argued that since the upstream participants in the chain are further away from the 

end users than the downstream participants of the chain, this will lead to implications with 

regards to knowledge sharing and collection of customer preferences and usage patterns 

together with information delays and distortions due to the „long way‟ the information has to 

travel, which further escalades upstream that leads to a mismatch between supply and 

demand, highly connected to the “bullwhip effect” (Subroto & Sivakumar, 2010; Akkermans 

et.al., 2002). „The more you know the less you have to guess‟. Paradoxically Lee et al. (1997), 

argues that lack of knowledge upstream with regards to customer preferences  and no 

technological solutions „bullwhip” effect is amplified even more. If the manufacturers 

increase their relationships with its suppliers, the suppliers will start to recognise and increase 

their tacit knowledge with regards to the manufacturers‟ production line with production 

capacity and scheduling, and thereby in the future can become a „Just-in-time‟ supplier 

(Subroto and Sivakumar, 2010). This is further emphasised by Brennan et al. (2003), that 

points out that evidentially it is the customer who pays the supplier and not vice versa, which 

emphasise that in many instances the supplier have to adapt to the manufacturing companies 

and the wholesales, not the other way around. 



25 
 

One of the reasons for higher RMs cost is due to all its transactions and resources 

spend by measuring, ordering and controlling. If a common, recognised standard had been 

implemented upstream throughout most industries the costs of making the processes 

automatic would decrease (foodmanufacture.co.uk). Origins of the mismatch between supply 

and demand in the manufacturing industry are the shortened PLC and the increased demand 

for tailored goods after requirements or Make to Order products. This has made forecasting 

much more unreliable and thereby increasing the bottleneck situation at the production. Either 

as capacity constraints or lack in RM supply required for production, this further on escalades 

the bullwhip effect upstream in the SC and increased the disruptions for the wholesalers and 

the manufacturers (Borade & Bansod, 2010). 

Various authors have proposed that technological investments in an SCM B2B 

perspective can benefit development countries tremendously, but also mention that there are 

several implications and barriers that hinder a successful implementation. The 4 major 

barriers mentioned was; low level of SC integration internally in the chain, resistance to 

change and implementation of the technology, and the disparity of the customers‟ and 

suppliers‟ capabilities (Jharkharia and Shankar, 2005). Again, even if the focal companies has 

the ability, processes and technology to implement technical solutions, there is not always a 

given that their global suppliers and customers has it. Siedman and Sundarajan (1997) support 

the importance of collaboration upstream in the SC due to the reductions in inventory- and 

ordering- cost, and reduction of the LT of supply, as well as an improved production planning 

with their suppliers. It is finally concluded in the research of Subroto and Sivakumar, (2010) 

that the lack of trust and lack of IT structure is the two major barriers for increasing 

collaboration and implementing VMI.          

3.4. Supplier development: 
 One of the main functions of the procurement department is to find and maintain a 

relationship with several capable suppliers. Many procurers argue that many suppliers lack 

several important capabilities as; quality, delivery performance, healthy cost structure and the 

ability to adapt to new emerging technologies. Due to the competitive nature of today‟s 

industry more and more companies focus solely on their core competencies and outsource the 

rest, a result of this is that they are becoming more dependent on their suppliers (Krause & 

Ellram, 1997). It can be argued that the higher upstream an organisation is situated the higher 

percentage of its processes is outsourced and from fewer suppliers. This leads to an increased 

dependability on their suppliers to deliver the required RMs used in production and products 
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for further distribution. If the deliveries fail, or the quality is not as required a disruption of 

the processes upstream will be unavoidable. Krause & Ellram (1997) suggests several 

strategies that can be implemented to develop the organisations suppliers, smoothing the 

flows and increasing the synchronisation as well as increasing the product- and delivery- 

quality and performance; increasing supplier base to encourage competition, introducing KPIs 

and other measuring tools to evaluate the performance of the suppliers, introduce incentives to 

the suppliers on on-time-deliveries after predefined specifications, the organisation exchange 

their personnel to their suppliers to get a better understanding of how their processes work and 

what their bottleneck are, thereby are able to directly affect the procurement process. An 

aspect worth noting with regards of increasing competition of the suppliers is that this strategy 

in many instances is neither feasible nor smart. By increasing competition and switching 

between selected suppliers, the firm will lose it credibility, trust and commitment from its 

suppliers (Cousins, et.al. 2008). Another implication with the noted strategy is that especially 

within production, there the manufacturer requires RMs for its processes; they have often only 

one supplier to chose from to supply the scarce materials because of its special nature.  

 Barriers of successful development of suppliers often originate from the lack 

communication between the buying and the supplying firm. Further on the power relationship 

between the supplier and customer also plays a important role, in situations where the 

purchasing firm do not account for a high percentage of the suppliers total output, then the 

supplier is not interested in increasing the relationship and level of collaboration with the 

connected information sharing that would benefit them both in the long run. Firms often seek 

supplier development in industries that are represented by high competition, short PLCs, cost- 

focused SCs and increasing level of quality demanded. Research show that increased 

collaboration and performance measurement had a positive impact on on-time deliveries and 

reducing the order cycle time. If an organisation has critical products in terms of supply risk 

with strategic importance that cannot be substituted nor sourced from another supplier, then 

they have to establish closer supplier relationship to ensure delivery and development of the 

quality on the products and materials will be delivered in accordance to specifications. This is 

done to ensure long-term availability of key products and materials that is essential for the 

upstream participant of the chain to be able to execute its processes. A result of this is better 

deliveries and higher quality on the demanded products and materials due to stricter 

requirements from the procurement department, closer relationship- development, and 

willingness to work jointly (Krause & Ellram, 1997; Kraljic, 1983). It is further argued that 

communication between the procurement department of the firm and the suppliers is the 
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source of a successful buyer-supplier relationship, and if poorly executed or distorted it will 

hinder this development. One major barrier is the unavoidable discussion regarding sharing 

sensitive information as delivery/order policies, inventory levels and shipping batches. Lastly 

a neglected area of this development is the discussion regarding inter-firm communication, 

both amount shared, timeliness and frequency. An interesting observation done by Leenders 

and Blenkhorn (1988) is that the suppliers perform often as well as they have to do, and that 

the procuring firms only receive what they ask for, so to be able to increase both speed, 

quality and flexibility of the suppliers, the organisation have to demand it, or the suppliers 

maintain status quo. If the organisation expects more, they will receive more.  

 A fascinating area within supplier development is that on the discussion of supply risk, 

the risk has traditionally only been referred to opportunity cost of the chosen solution, i.e. the 

cost of not paying the market‟s lowest price or disruptions of supply. It is important that the 

supply risk span further than the individual transaction. Boer et.al. (2002) has researched this 

area and made some noteworthy findings that long-term relationships with supplier has both 

positive as well as negative aspects. The direct procurement cost will decline, since the 

negotiation of delivery requirement and price will most likely be done only at the start of the 

relationship, but there are related risk to asymmetric information and opportunism on the 

suppliers‟ behalf, in addition to increase risk of failure of supply if a single sourcing strategy 

is chosen. in addition if the relationship is supported by an IOS system they the participants 

will achieve increased speed to market due to faster orders and less administrative costs, and 

reduced inventory since orders are received, handled and shipped at once (Presutti,2003).      

3.5. Upstream Collaboration 
In the article of Subrot and Sivakumar (2010, p.1020), a quotation goes; “It is believed 

that there are no common obstacles for VMI adoption and these obstacles would differ for 

each potential VMI relationship”.  

Both primary and secondary research will prove the opposite. Chin et al. (2004) found 

out that lack of skills to physically be able to collaborate, knowing what to collaborate about 

and how to use the information and data received from their partners, and the resistant of 

information sharing between the FC and their suppliers as the biggest barrier for successful 

collaboration. Singh et al. (2006) later on identified the implementation and introduction of 

the collaborative concept as the major obstacle. This can highly be connected to Chin‟s et al. 

(2004) arguments there during the introduction of a new process, people lack the skill and will 

of gathering, sharing and processing the information to create the synergetic goal of the 
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collaboration. The research further on validate other authors views that the organisational 

culture, the justification of the cost of the technology investment; who should pay for what, 

and lastly the problems of the employees to appreciate and understand the introduction of the 

new, required technology. DeToni and Zamolo (2005) pointed out that the reason why lacking 

collaboration between upstream participants were due to physical distance between the 

suppliers and the manufacturers and wholesaler, and the critical volume that these tiers 

operates with also was a root cause of the implication. Related to previous mentioned authors, 

Simchi- Levi et al. (2003) supports these arguments and mentions that the reluctance of 

sharing confidential data and information together with neglecting the employee involvement 

during this process. In addition, Simchi- Levi et al. (2003) adds to the list of problems that 

contrasting goals between the parties of the chain, which leads to sub- optimal processes and 

solutions also will hinder the required synchronised transmission of data, the originates from 

the concept of lack of clear incentive systems and benefits of being in a collaboration, which 

further leads to opportunistic behaviour. If the top management that should have the holistic 

view of the investment do not give their employees evidence for the benefits of being in a 

collaboration with its supplier; resistance, opportunism, sub-optimisation, will occur, and the 

evidential outcome is a non-successful collaboration that will further on distort the 

synchronisation efforts. Even if there are literature that espouse that the collaborative adoption 

implication differ from industry to industry and even company to company, it is fair to argue 

that overall the root cause of the implication are similar. 

The importance of upstream collaboration between manufacturers, suppliers and 

wholesalers has often been neglected. More and more research are emphasising the 

importance of a synchronised flow from the start of the chain. One of the most common 

reasons for upstream problems is the lack of a common standard of document, data and item 

exchange. Even if there are a myriad of examples of successful collaborations between 

manufacturers – retailers and wholesalers – retailers, the progress upstream in the chain has 

not been that fruitful (foodmanufacture.co.uk). Further on, with regards to traceability of 

orders and information, the company can travel back to the root cause that is the origin of the 

problem and not just try to optimise or change the symptom or spin off effect. With keeping 

the traceability, and reducing the complexity as far down stream as possible and the 

comprehension of the system as a whole will be intact (Broman et al., 2000).  It is easier for 

the whole organisation to grasp the first order decision as a whole and then collaborate, 

instead of small fractions of details of a whole. This will contribute to a cohesive information 

structure there everyone is working towards the common goal with the same information and 
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sub-optimised processes are avoided, as well as distorted supply and demand synchronisation 

(Broman et al., 2000).  Another positive aspect with the shared information and strategy is 

then everyone knows the frame of the project and the outcome or goal of the process. On the 

basis of that sub-goals are developed in context with the overarching goal and everyone 

knows the preconditions that have to be fulfilled before they can start on the next step 

towards the final goal (Broman et al., 2000).   

It would be too narrow minded to blame the downstream participants of the chain 

when it comes to the lack of collaboration upstream; Williamson (1987) argues that the 

common understanding of upstream participants is that the price, supply, and delivery 

conditions will improve the bottleneck resources if there are no collaboration and thereby 

increased competition among the suppliers of these goods. This argument would be a proper 

remark in some instances where the supplier of the RM was a monopolist or in a market 

represented by an oligopoly, then increased competition would reduce the suppliers‟ ability to 

co-operate and increase prices or withhold demand of RMs. The downstream trend of 

collaboration discussed by Williamson (1987) is further validated by de Fontenay & Gans 

(2005), which argues that the recent trend is represented by forward integration compared to 

the backward integration, on the other hand they also argue that upstream vertical integration 

can contribute to reduced entry cost and thereby higher profits for the downstream 

participants of the chain.    

3.6. Varied levels of collaboration: 
An interesting notion brought up by Danese (2006b) is that it is possible for 

organisations that operate with customers and suppliers in developing countries to implement 

VMI and other collaborative alternatives without necessarily with help of IT, but with 

traditional information sharing. This will not be as efficient as with the use of IT, but it will 

ease the implementation of the processes before the organisation is mature enough to embrace 

it. It is argued that there is no precondition of having high-tech solutions to be in a 

collaborative relationship. The tiers in the SC can communicate and develop a collaborative 

relationship with help of face-to-face meeting with regards to planning, the sales information 

and orders and inventory levels can be sent each day via e-mails or fax. IOS and EDI is not a 

precondition for collaboration, but collaboration is a precondition for IOS (Danese, 2006b).   

For companies that do not have a large amount of interacting units or customer and suppliers, 

they have to manage transactions with, the collaboration can be executed with help of low-

tech tools such as phone, e-mail and the daily exchange of spreadsheets. An important aspect 
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that has to be devoted some time to discuss is that even if the technological level of the 

communication increases, it does not guarantee the accuracy and timeliness. Employees of the 

collaborating firm have to devote time and resources to analyse and make sense of the 

received data. If the number of tiers increases it will further increase the complexity of the 

transactions and the possibility of distorted information (Danese, 2006b).When it is a low 

amount of interacting units, low-tech ICT‟s are required and adopted to support the 

collaboration. When the number of participants and depth of information transacted more 

complex ICT and APS systems are introduced. When the level of collaboration moves from 

communication, to limited- and full- collaboration the sophistication of the technology 

adopted increased (Danese, 2006b). It can on that basis be argued that if a supplier only has a 

limited amount of customer or in some instances only one customer, they can go into a level 

of collaboration without high-tech IS systems (See appendix 2).  

 Premkumar (2000) argues that the SC can implement and take part of 3 different levels 

of sophistication; communication, coordination and cooperation. At the first level the tiers of 

the chain can take part in an IOS and then share information and communicate with each 

other electronically, thereby the name communication. It is important to mention that there is 

not a technological precondition to set up an IOS or an extranet portal. The information 

shared can be of a transactional nature and be done by low-tech solutions such as phone, fax, 

e-mail, or more advanced solutions such as EDI
2
. The most common information to 

communicate on this level is order- specifications such as volume, mix and geographical 

location. Organisations that communicate on this level can also under certain circumstances 

share information regarding inventory levels. The issue here that have to be stressed is at this 

level the received information is on a transactional basis and the data sent and received do not 

need to always be incorporated with the rest of the organisations information system. 

Premkumar‟s (2000) second level of sophistication is called coordination, at this level the 

computer-to-computer information shared at the communication level is integrated with the 

participants IS. At this level the order from the customer, such as the manufacturing plant or 

the wholesaler is automatically transmitted to the supplier. The orders received from the 

customers‟ of the manufacturer and wholesaler is linked up and coordinated with their 

production planning, routing schedules and inbound RM and products from their suppliers. 

Even within this level of sophistication, the degree of coordination will vary, some chains try 

                                                           
2
 “Electronic data interchange (EDI) involves the computer-to-computer exchange of business documents in a 

standard, machine- processable format between and among interorganisational trading partners”. Angels, 
2000 p45.  
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to synchronise throughout the whole chain, but in most instances this would be too complex, 

thereby the most common coordination will be between the two closest tiers. The third level 

of Premkumar‟s (2000) sophistication is called cooperation, then the relationship 

sophistication has evolved from operational and tactic to more strategic. Here the tiers in the 

chain in addition to share inventory levels and taking delivery and production capacity in to 

account when they receive orders, they also share common goals and has the same KPIs of 

performance measurement. The tiers of this coordination share among others customer 

intelligence with buying patterns and preferences to be better suited to foresee future demand, 

thereby be better able to meet future demand and specifications, and to be able to cross-

selling. This will in addition assure on time deliveries and avoid OOSs, due to when the 

downstream participants of the chain are having promotional activities, the upstream 

participants will receive this information of which products and when, then they are able to 

prepare the supply of the specific products. Christiansen (2003; 2010a) has added a fourth 

level of sophistication to Premkumar‟s (2000) framework, which is called Collaboration. 

Then the relationship and information sharing has developed from mere transactional with 

orders, inventory levels and re-order points, to more relation specific with sharing of POS-

data, production plants, shipping schedules, forecasting, category management and shared 

promotional activities. This will reduce the gap between supply and demand, since now more 

participants know what the future will bring and all the related processes that is undertaken. 

At this level the risk of disruptions as well as uncertainty within the chain and externally are 

reduced (see Appendix 3). The chain can then take actions based on real demand that is not 

obsolete or distorted, but timely, reliable and up to date, in addition they may achieve an 

increase in both efficiency and flexibility i.e. being able to be both lean and agile 

(Christiansen et.al. 2003). This is the highest level of collaboration, and is arguably 

impossible to reach due to its complex nature, which requires a lot of technological 

investment, data, and no reluctance to share information, but SCs should strain themselves 

towards perfection and try to implement and execute some of these strategies within their 

chain. When the whole chain are collaborating, or at least the majority of the participants are, 

then it can now be argued that the chain has entered a state of „Full collaboration‟, then a 

more advanced answer of for example RFQ can be given, such as: “yes, I can accept your 

order, because I as well as my supply chain partners have resources and capacity to meet 

your requirements” (Akkermans et.al. 2003). With help of EDI and other technical solutions, 

companies can use the extranet- portal to determine availability of their products with 

inventory levels and the nearest DC available (Angeles, 2000).  
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 A noteworthy barrier, is that even if it is both structural and technical feasible to link 

up the different chain‟s system and share vital information, it may often not be executed since 

it will disturb the power structure of the chain and the tiers with the most power is reluctant to 

give away their power and wants to avoid the risk of opportunism of the tiers that will achieve 

more information. Further on the issue regarding investment specific costs is an issue, since 

the increased relationship and information sharing will not gain all the chain‟s participants the 

same (Premkumar, 2000). If managed successfully the increased information throughout the 

chain will reduce the chains uncertainty and as White (1996) argues, the weakest link of a SC 

is: “Information sharing and timely communication across systems”.     

 An interesting observation made by Skjøtt-Larsen et.al (2003) is that when the tiers of 

the SC is considering or are developing a relationship they tend to have the same desirable 

outcomes of the relationship. The four most common reasons for increasing the sophistication 

of relationship are; want to increase quality of their products, reduction of costs and increased 

profitability, increased communication and exchange of data, and sharing risk and rewards of 

industry specific investments. The authors further emphasise that reduction of price from a 

RM supplier is not the major reason for a manufacturer or a wholesaler to go into 

collaboration.     

3.7. Benefits and preconditions for a successful IT and IS adoption: 
One of the biggest benefits of IS and IT is the increased inventory control. The SCs 

will become more responsive and be able to meet highly fluctuating demand and 

specifications timely, efficiently and effectively due to VMI (Subroto and Sivakumar, 2010). 

ISs are a supportive function that are used to design, plan, and control the processes, 

transactions and inventories throughout the chain it is connected to. For the tiers in the SC to 

reap the full potential of the benefits the IS can provide it is dependent on timely and correct 

information from the chains participants (Slack et.al.2010 p6). A well implemented IT 

solution can gather and process important data at all the different tiers and departments 

simultaneously, this helps the employees situated the different places to make timely and well 

evaluated decisions themselves without any disruptive administrative delays from their top-

management. Further on the benefit of only collecting the data once, then share it between all 

the departments saves the company tremendous time and resources (Hammer, 1990). There 

are different editions of ICTs to support the coordination activities required of a collaborative 

relationship. Danese‟s (2006b) research also argues that a full collaboration also can vary in 

its nature with regards to the amount of information shared. The technology will vary from 
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simple transactional phone and e-mails to more relational and complex EDI and IOS or 

extranets
3
, which serves as the platform for more complex computer-to-computer 

communication (Premkumar, 2000).  

 Danese (2006b) clearly argues that the level of technology use by the tiers within the 

collaboration vary with regards to their needs. The number of transactions, members within 

the collaboration, the complexity of the processes, and the depth and level of data required 

will affect the level of required technology. The collaboration can vary from mere data 

exchange to joint planning of promotions, production scheduling and sharing of inventory 

levels and replenishment policies. It is the level of information and data exchanged required 

that determines the level of collaboration, not the amount of technology used.  Danese 

(2006b) further emphasise that an important implication that is often neglected is that the 

chosen ICT have to be fitted with the processes of the collaboration or it will neither increase 

the efficiency nor the effectiveness of the data exchange. Further on the importance of sharing 

information cannot be neglected, for the chain‟s upstream participants the information 

regarding demand, inventory, ROPs, order specifications, and supply specifications are vital 

to be able to deliver the required goods in a timely fashion. The information flow in the SC is 

a two-way process (Slack.et.al.2009, p68)  

 Companies are investing heavily in IS and IT solutions, many are disappointed over 

the payback these investments bring. The biggest barrier of technology implementation is the 

neglecting of the people and processes that have to be integrated in the process, since when 

the technology and the information system is installed, the management tend to think that the 

processes and the people (employee skills to use the new technology) fall in to place. 

Information technology and information systems facilitates better decision making and 

improve the flows of the value chain, the criteria is to implement and deploy it correctly. If 

properly implemented the IT and IS can help the organisation communicate plan, order and 

optimise thousands of product items and keep track over inventory. A lot of heavy time-

consuming manual labour is now done automatic with help of new technology. With the 

introduction of EDI and the internet, transaction costs have dropped drastically, and now 

customers and suppliers can log on to an extranet, check inventories, deliveries and orders. 

One really important area that have to be noted, that may be the biggest downside of IS and 

IT, is that it will speed up bad business processes; it speeds up and optimise after predefined 

variables set by the organisation not select them. A result will be that the POS data, demand 

                                                           
3
 “Are application systems that link various partners in the supply chain using a public or private 

telecommunications infrastructure” (Premkumar, 2000)  
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information, demand schedules and the marketing plans will not be communicated correctly 

or timely (Crum & Palmatier, 2005). An interesting note is that there is a difference between 

efficiency and effectiveness, even if the processes are speeded up it does not mean that they 

are correct. The problem is then not the technology per se, but the process it is implemented to 

and the information it is transferring and communication throughout the chain due to human 

errors. (Crum & Palmatier, 2005). Another implication mentioned by Hammer (1990) is that 

far too often SCs use technology to speed up and mechanise their old lacking processes 

instead of incorporating the whole value adding process and figure out which old, manual 

processes can be eliminated with the help of the IT and IS solutions.                 

 Further on, in the settings where the suppliers, the FC and the customers have all 

embraced the technological development, an Advanced Planning and Scheduling System 

(APS- system) can be introduced. An APS system is an optimiser of SC processes based on 

predefined constraints and variables. Among others it can calculate and optimise; Material 

requirements planning (MRP), production planning & scheduling, distribution & 

transportation planning, and Available to promise (ATP). The APS system covers all the 

processes from procurement and production to distribution and sales, in the time period 

between long/strategic to short/operational. The major benefit of this program, but also its 

biggest barrier or source of disruption is that all the different components of the program 

acquires its data and Business Intelligence (BI
4
) from the same Data Warehouse (DW) or 

Business Warehouse (BW), if done correctly all the sub-processes will be optimised in 

accordance with the other operations constraints and parameters on an aggregated and 

disaggregated level, but often there are distorted and delayed data, which will ruin the 

optimisation scheme (Meyr et, al.2002a; Meyr et.al 2002b). The more advanced technology 

that is introduced the bigger are the potential gains in speeding up and optimising resource- 

demanding processes, but as well as the risk of failure by acquiring the wrong data or the risk 

of human errors in setting parameters or collecting data. The data collected, transacted and 

used by the APS to create BI have to be correct and not obsolete (Crum & Palmatier, 2005). 

The APS system are used to create detailed and accurate plans that takes all the chain‟s 

processes in to consideration such as production capacity, inventory, short-supply of RM and 

components (Lapide, 2004-2005).       

                                                           
4
 “BI is a set of business information and business analyses within the context if key business processes that lead 

to decisions and actions. In particular, BI means leveraging information assets within key business processes to 

achieve improved business performance”. Popovic et.al, 2010 pp7-8) “Quality information in well-designed 

stores, coupled with business-friendly software tools that provides knowledge workers timely access, effective 

analysis and intuitive presentation of the right information, enabling them to take the right actions or make the 

right decisions” (P7) 
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 Further on, a reason why many organisations and SCs feel they do not receive their 

ROI with regards to their investments in technology is that the invested technology do not fit 

with the processes of the chain, and the chain do not poses the skills to change the processes 

so it fits better with the invested technology. It has to be done in alignment with each other 

(Lapide, 2005; Lapide, 2004-2005). By connecting the demand-side‟s and the supply side‟s 

technologies with help of a mutual „Dashboard‟ there the APS and ERP systems where linked 

up, all the participants could have a view of all the processes such as; demand planning, 

inventory, distribution planning and supply collaborator (Lapide, 2004-2005).     

 It is argued by Nickles, (et.al. 1998) that the success criteria for a competitive SC are 

to manage the technology in accordance to the processes and the exploitation of information 

gathered and the skills possessed by the employees. A well implemented ERP system reduces 

the administrative work. Benefits of a well aligned technology solution with their business 

processes will benefit the upstream participants of the chain in several ways; 1) increased 

supplier relationship, 2) better information regarding consumer demand, 3) real time 

information and decisions are supported, 4) ability to manage even more complex SCs, and 5) 

elimination of time consuming processes.  

 It is also argued by Lancioni et.al, (2000), that the biggest benefit of the introduction 

of the internet in collaboration with the chain‟s IS an IT systems is its ability to speed up the 

communication with the tiers thereby reducing logistical costs and improving service levels. 

Further there are several other benefits of the internet that the upstream participants of 

Manufacturing and wholesaling SCs can reap; 1) ability to track shipments so they know 

when they will receive their orders, 2) schedule outbound logistics from several DCs, 3) 

check order statuses and payments, 4) ability to notify suppliers and customers of changes in 

orders, deliveries specifications and time, 5) contact suppliers 24/7, and 6) the ability to 

reduce response time. Lancioni‟s et.al (2000) research show that even if the level and areas of 

technology adoption vary from industry to industry they are all embracing the technology to 

improve their SCs. Some areas of contribution mentioned in the research are; Logistics, 

Purchasing, Inventory, Transportation, Order processing and Production.  

A well developed IS exceeds the benefits of purely supporting the business processes, 

it can lead to substantial competitive advantages. Within the theory of SC ISs are looked as a 

combination of software, people, hardware, and information exchange procedures to 

communicate to and among the processes. Technology provides the means for the tiers to 

share intelligence with each other and being able to handle complex flows within the chain. 

This will not be possible if the tiers had not interconnected their intranets and computer 
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systems. To survive the SC must connect to its tiers and trading partners, without 

collaboration among the participants, there will lead to a SC breakdown and consequently a 

mismatch between supply and demand (Alshawi, 2001).  

The goal of a SC is to integrate the key business activities with help of improved 

information sharing and improved relationship across the several tiers of the chain such as; 

upstream suppliers, internal operations and downstream distribution channels. The 

implementation of IS and IT systems will contribute to a seamless solution for the chains 

participants if implemented correctly. The various ERP systems that are available at the 

market are used to integrate and create a suite for the manufacturing, distributing, financial, 

logistics, HR and quality control processes, there all data is gathered at one BW and accessed 

through a shared SC-cockpit. There was a previous misperception that introducing an ERP 

system would only increase chains efficiency. Findings has shown that it also leads to 

increased effectiveness in time and place, as well as increased flexibility; now everyone know 

what everyone is doing and why, together with whom the end consumer is and its preferences 

the moment the order is placed in addition to reducing the administrative work and 

communication- costs of the chain. The set-up times for the machines, and the scheduling & 

routings can be calculated at once the order is placed and the vital and costly time between the 

orders is won until it is registered is minimised. A well implemented ERP system will 

increase the chains BI and contribute to higher CSL, efficiency and effectiveness. Problem 

areas that will be deleted due to shared ERP system across the chain are; inquiries are not 

linked, sales forecast not consolidated, production delays and implications not identified and 

reported, and manufactured goods not connected to end consumer. In addition it will support 

production by ensuring that required supply of goods are ordered and shipped to meet future 

demand, it will also support CSL by faster responding to requirements from customers and 

aggregating decentralised WHs to ensure delivery of either manufactured products or finished 

products (Christiansen et.al., 2003; Premkumar,2000; Popovic et, al., 2010).        

The ERP system can with help of an internet connection link up its tiers in an extranet 

portal or an Integrated Organisational System (IOS), which connects the activities and 

processes of Supplier Relationship Management (SRM), internal Supply Chain Management 

activities (SCM), and Customer Relationship Management (CRM). The business environment 

and its activities are becoming more complex and the need for more integrated flow of data 

and information is needed to be able to coordinate these processes. A well implemented ERP 

system can contribute to accurate information at the right place at the right time, which is 

tailored and is accessible after the company‟s requirements in a seamless manner 
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(Christiansen et.al. 2003). It connects the front- and back- office with help of a central 

database where all information is both collected and extracted from, and when previous 

customer and supplier information is exploited and taken in to account within the operation 

processes; the BI. When implementing an ERP system it will not improve the flows of the 

chain overnight, it needs time to get implemented in alignment with the chain‟s processes and 

the employees of the chain have to learn to use it properly or more harm than help will be 

achieved (ERP.com). Further in the article of Rashid et.al. (2002) it is mentioned several 

benefits as well as disadvantages of ERP systems. Advantages are as followed; 1) Reliable 

information access due to accurate and consistent data gathered in a common DW, 2) Avoid 

data and operations duplications, by collecting and storing everything in a shared database the 

chain avoids multiple data update and input, 3) cycle time and delivery reductions due to 

saved administrative work that saves time from order received to process executed, 4) Cost 

reduction in time and money when it comes to controlling inventories, orders, production and 

shipping. The disadvantages and barriers that have to be taken in to account when it comes to 

ERP systems that the chain have to be aware of; 1) The implementation process is often time 

consuming and requires a lot of training of the employees. 2) When implementing a new ERP 

system in alignment with the chains processes cause a business process reengineering (BPR) 

to be implemented, this requires resources and is expensive, 3) Too many features so the 

chain are not able to use the program, it is too complex, and 4) If implemented upstream, 

increased industry specific investments and dependability may increase the chains 

vulnerability (Akkermans, et.al., 2002; Rashid et.al., 2002).   

In a SC there are several interoganisational challenges that occur and implications on 

how to align all the different activities that together counts for the value creation to the end 

consumer (Stadtler, 2007). The biggest pitfall that SCs go into when they are trying to 

increase their BI and gather data to their DW is that they use too much time on gathering the 

various information, and too little time on actually analysing, interpreting, connecting it to the 

processes and creating the BI that would have been a tremendous competitive advantage 

especially for the upstream participants of the chain that are situated the furthest away from 

the customer (Popovic, et.al. 2010).     

3.8. Reengineering to incorporate IT and IS to the business processes 

to ensure data sharing:   
 There is a common perception that when an SC undertake the execution of a Business 

process Reengineering program (BPR), it is important that the project supports the cross-
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functional operations with required information technology support. One of the major pitfalls 

by reengineering the chain and implement new technologies is that the employees are often 

neglected and there is done too much at once without any training of the people that are going 

to use the various systems (Stebbins & Shani, 1998). The research of Taylor (1998) also 

supports this argument and states that the reengineering of business processes and 

implementation of new technological solutions often forget to adapt this to the employees that 

are going to use it, there is a lack of attention to human and social issues. Further on another 

implication brought up of implementing new systems and technologies is the misperception of 

„one size fits all‟ that all the different tiers and departments in a chain will have the same 

requirements as well as reaction to the processes. There has to be some aspect of 

customisation or the implementation will not be a success (Taylor, 1998).    

For a SC to work effective and efficient the minimum requirement is that there is a 

level of shared information between the parties involved. It exist various communication 

systems that support the informational transaction. It is important that the IT solution is 

supported and linked cohesively so all the participants of the chain extract the data from the 

same BW, and that it is easily available. For this to work, the chain‟s participants must agree 

upon a standard of transaction. By creating electronic links between the supplier and 

manufacturer or wholesaler, data can be transmitted and received much faster than with 

traditional orders, which makes the chain able to serve the end consumer more effective and 

efficient. An important aspect that is previously debated is that the IT solution has to be fitted 

to the processes, not the other way around, to the extent that cumbersome processes can be 

eliminated. An interesting area that further emphasise the importance of the information 

sharing is that in a traditional SC the flow of goods goes only one way, once, while the flow 

of information goes back and forth several times (Stefansson, 2002). Then by optimising the 

communication processes by reducing the resources spent to share data, while maintaining the 

timeliness and quality of data, the chain will be a lot more profitable.        

Extranets or IOS provide a technological infrastructure that facilitates the information 

flow needed for the various processes in the SC, which contributes to an even smoother flow 

of goods (Premkumar, 2000). A lot of previous research has treated the flow of goods and the 

flow of information separately, when this is not done in collaboration and it is treated in 

conjunction the mismatch of supply and demand, as well as other disruptions due to lack of 

information of product specification is unavoidable. Common barriers for collaboration that 

are the precondition for an technological transfer of information: 1) The various partners‟ 

interests must be aligned, 2) It requires resources to manage a long-term relationship, 3) The 
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collaborating parts are not interested to share required information, 4) The SC becomes too 

complex and there are too many variables to manage, 5) Lack of competencies and skills of 

the employees to reap the full potential of the system, and 6) Lack of shared KPI, 

measurement tools and incentives of the collaboration (Akkermans, et.al, 2002).  

3.9. Cope with implications: 
One way of increasing the synchronisation with the upstream participants is if the 

principles of VMI had been implemented one tier higher upstream, there the RM suppliers 

could monitor the manufacturers‟ and wholesaler‟s inventory levels in accordance to 

production rate and sales, and automatic reorder at the ROP. Danese‟s (2006) case study 

prove that VMI can be extended and implemented both downstream and upstream in a SC to 

ease the coordination of the information and material flow among the FC‟s suppliers and 

manufacturers. The case study evolved GlaxoSmithKline‟s SC and their extended VMI 

contributed to that their information flow supported the relationship among the participants, 

the information system supported the data collection and the performance monitoring system. 

Barratt‟s (2004) research on the other hand show the classical example of that when 

organisations are implementing and/or extending their VMI, they rely and focus too much on 

the technological aspect, and forget to asses when, what and with whom they should 

collaborate with, and as mentioned previously one of the most common preconditions are not 

fulfilled; the trust between the trading partners.  

Previously manufacturing companies have had a tendency to emphasise on their own 

internal operations concerned with the production of RMs to the finished product. By 

increasing their scope of focus to also take their RM supplier and their customers in to 

account will make the transactions more profitable, the flow of goods will run more smoothly 

and production disruptions will decline. It is also recommended that they should strive to 

achieve a seamless material and information control throughout all their internal processes 

from procurement to operations to distribution. Taking the flow one tier downstream it is also 

argued that manufacturers will increase their synchronisation of their flows if they increase 

their co-operation with their customers and everyone can take advantage of the information 

flow, not just react to demand at a transactional level, but incorporate it all back to the 

production processes (Borade & Bansod, 2010). 

 In VMI, the manufacturer‟s supplier manages, control, ship and replenish the 

inventory. For this to work effectively, the manufacturer has to provide its suppliers with the 

required information (Borade & Bansod, 2010). Now due to technology, more and more 
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organisations are easing the information sharing through web based EDI, the one thing that 

have to be remarked is that both EDI and VMI adoptions requires in most cases heavily 

capital investments (Fawcett et al, 2005). An important aspect to consider before embracing 

all the new technology that could potentially help you is the point of Borade et al., (2010), the 

organisation have to recognise when they trade with development countries is that in many 

instances the technology may be considered as costly drivers and not as attended enablers, 

there is no point in investing heavily in technology if the costs outweighs the benefits.  

 Jung et al. (2005) has demonstrated that in manufacturing industries where supply 

capacity is one of the major constraints, VMI is a collaborative relationship SCM tactic that 

will increase the effectiveness and efficiency of production since the production plan will be 

integrated upstream in accordance to delivery constraints thereby a more steady production 

will occur and production and shipping costs are reduced. In addition they will also reduce 

their inventory costs and risk of obsolescence due to they will receive their goods „Just in 

Time‟ (Subroto and Sivakumar, 2010). Disney & Towill (2003) showed that the when the 

suppliers can match their transportation batches with the production batches and constraints 

the manufacturer reduces its inventory costs, while the supplier reduces its transportation cost 

due to more steady replenishment batches that they can plan and optimise in advance. In 

addition, the supplier can aggregate and take other customers in to account when they are 

planning and optimising their delivery batches and routings (Chopra and Meindl, 2007 p. 420-

426). Research has also proven that due to VMI the forecasting accuracy will improve and 

thereby the bullwhip effect will decrease.  

3.10. Managing the complexity: 
 At the Supply side of the organisation, there is always some issues and aspects that the 

organisation have to take in to consideration. For manufactures and wholesalers it is vital that 

they have qualified suppliers that deliver what is agreed upon. The organisations operation are 

processes to produce outputs, these are depended and a result of the received inputs. 

Especially important is the wholesalers that create its value by storing and distributing 

inventory, thereby if they do not have what they need when they need it, they lose its purpose 

in the chain. Manufacturers are as well dependent on their suppliers, even if they add value to 

the finished product by processing the RMs; they still need a good quality RM delivered in a 

timely fashion (Slack, et.al, 2009. P225).  

When choosing a supplier, several selection criteria have to be taken in to account; 

quality, responsiveness, dependability of supply, delivery- and volume- flexibility, and the 
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total cost of being supplied. (Slack, 2009. P226; Cousins et.al. 2008. P52-56). While the 

organisation achieve a better relationship with more commitment, better communication and 

service, with its supplier if it is the sole supplier, there are a unavoidable risk of opportunism 

with upward pressure in price and delivery terms, in addition the risk of not receiving orders 

due to disruptions in supply. It is thereby recommend that the organisation should at least on 

the strategic important materials and products implement a multi- or dual- sourcing strategy to 

first and foremost hedge against disruption in supply. The organisations should have one core 

supplier with long term relationship and predefined delivery batches and prices, and a second 

one that they can use to cope with the fluctuations in demand that lead to peaks in the patterns 

or failure of delivery, thereby purchase on the spot market to higher premium, but a result of 

this is that they are able to achieve the goods required. One of the limitations mentioned by 

dual sourcing is that the organisation lose their economies of scale, the author of the thesis in 

addition to Cousins et.al., (2008) disagree with this statement due to industry practise show 

that when a organisation dual source it has one cheaper supplier with a fixed long term 

contract and one more flexible but expensive to cope with the peaks. The major problem with 

the mentioned solution to hedge against disruptions, is that in many industries there are not 

several alternatives to existing suppliers and the few that are, have to be approved with a lot 

of administrative work and certificates. This leads to especially in the pharmaceutical-, the 

paint and coatings- and in the steel- industry, dependency of one source of supply.          

The relationship between the supplier and manufacturer, and supplier and wholesaler 

is often neglected, mismatch between what the supplier and the organisation perceive as the 

requirements is the origin of the mismatch between what the supplier deliver  and the 

organisation demands. That is why it is essential that the organisations establish a service 

level agreement with its suppliers to avoid mismatches and supply disruptions and reducing 

both the requirements perception gap, and the fulfilment perception gap. 

How to manage the demand-side of a relationship heavily depend on the demand 

characteristics of the goods delivered from the organisation and to its customers. In 

accordance to manufacturing the supply of RM can be predicted after demand from customers 

and production schedules and constraints. Wholesalers‟ demand is the aggregated demand 

from all of their customers, this dependent demand is easier to predict than the independent 

demand, that that is not affected by other variables than the customer itself. What specific 

volumes, material- and product mixes are harder to predict since it may vary from customer to 

customer. By increasing the relationship and information sharing the organisations will 

increase their knowledge of what to supply and manufacture to their customers, this 
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information will travel upstream and the organisations‟ suppliers will also increase their 

knowledge, which will lead to a more synchronised flow.   

Slack et.al. (2009) argue that inventory can serve several purposes, both in 

manufacturing, but also within wholesaling. The most common reason for holding inventory 

in manufacturing is to; hedge against uncertainty and disruption of supply and fluctuating 

demand, cope with the lack of flexibility when it comes to either increase production capacity 

in form of volume and mix to avoid expensive setup costs and down time and third, hold 

inventory to meet anticipated demand, in many industries there are peaks in demand or a type 

of seasonality. Then the manufacturer has a steady production the year around and build up an 

inventory buffer until high season where the demand outweighs production capacity. In many 

instances there is a trade off by bulk buying and economies of scale v. logistic costs. The 

wholesaler‟s whole purpose of existence is to hold inventory. It uses the inventory to fill the 

processing „pipeline‟, when an order is received, then the process of picking, packing and 

lastly shipping starts, the wholesaler do not ship one good at a time, but aggregate the orders 

after product mix or geography of shipment. The inventory that is pending is still registered 

but unavailable for other orders. Even if it may be argued that there is desirable to have as low 

inventory levels as possible to avoid obsolescence and to tie as little capital up as possible, the 

previous mentioned points that favours inventory defend those organisations which has a high 

inventory level, due to problems with either supply or demand. Further on it is argued that one 

of the biggest problems with inventory systems is the data inaccuracy, this is due to the fact 

that people take for granted that the records they have over their stocks is continuously 

updated; “Opening stock level + receipts in – dispatches out = new stock levels” (Slack, 

et.al., 2009, p300), far too often the human errors of handling and processing the transactions 

are neglected. The key errors of wrong inventory records are: Entering the wrong product 

code, miscount when retrieving or replenish stocks, damaged or obsolete inventory is not 

taken in to account, wrong picking, and delays between transactions and record update.  

Kilger & Wagner (2008) argue that there are two sources for uncertainty in the SC. 1.) 

Process uncertainty that is disruptions in the production process, supply risks to the processes 

and fluctuating LTs. 2.) Demand uncertainty that is the difference between actual sales and 

planned future demand. It is often the demand uncertainty that receives the highest attention 

and that the customers notice, but often the process uncertainty together with supply of goods 

and RM that is the root cause of the uncertainties in the chain. They further emphasise that it 

is important for the SC to plan and allocate resources not after Product dimension as product, 

group, family or line, but after a Geographical dimension as customer, sales region, and DC, 
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and Time dimension after days, weeks and months. When the chain takes these 3 demand 

variables in to account, they can better allocate proper resource, deliver and/or manufacture 

products at the right place, right time and in the right amount. From a supply side it can be 

just as demanding to receive the right products, RM and components as it is to supply them, 

the FC‟s demand after parts and materials are in most cases conditionally affected by their 

customers demand. The problem lies within the manufacturing chain, there they often have a 

hard time to predict the uncertainty of their customers demand, but in addition they have to 

disaggregate this demand down to a BOM- level, which they again have to order from several 

of their suppliers. These supplier often have various delivery capabilities and LTs, all this 

have to be accounted for and coordinated so that the production do not stop due to they are 

missing one component of the FG . 

Lapide (2006) describes Demand management as process that entails supply and 

demand between planning cycles. The DM processes span from short to long term, as well as 

real time planning and execution. DM requires that decisions made both on demand-side and 

supply-side are coordinated.  To be able to coordinate these flows with one and another as 

mentioned earlier is that the whole chain has to have to make a master planning to be able to 

synchronise the flow of materials throughout the whole chain and balancing supply and 

demand. The master planning supports the mid-term decisions made with regards to an 

efficient as possible utilisation transportation, production and supply capacities (Rohde and 

Wagner, 2008). It is important that the whole chain agrees upon and what to allocate to the 

excess capacity of the chain in the off season, so it will better meet the peaks of the season. 

The results of a well developed master planning are information and directions for production 

planning and scheduling, purchasing & MRP, and distribution & transport planning. To be 

able to achieve a smooth flow as possible, the planning group must receive the aggregated 

levels of products, materials and bottleneck resources, in addition the planning module have 

to be split in to the different value added processes as well as the different time periods of 

demand and logistic & production batches. Most common bottlenecks that occur upstream are 

production, holding or logistics (Rohde and Wagner, 2008). To cope with these, the chain can 

take some strategic alternatives; if the future demand is known, they can produce the goods 

and ship it to the customer at an earlier time-period or produce to stock, or they can reduce 

their logistical LTs and throughput time of their processes by choosing a faster mode of 

transportation to be able to serve their customers and avoid high holding costs and related 

shipping problems. The manufacturing tier must always take in to account the their available 

capacity together with the future demand, if demand outweighs the production and/or inbound 
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RM/product logistics in the seasonal peaks, the chain have to be proactive and either serve the 

next-tier-customer earlier or build up FG inventories. By introducing a 3 shift production 

from a 2 shift, they can increase their production capacity, but they have to take in to account 

the increased labour cost as well as over-time payment in the profitability calculation. It is not 

wise for a firm to increase their manufacturing capacity if they already have maxed out their 

inventory- and shipping- capacity. Further on the decision of the time buckets must be 

decided on with regards to the lead-times at the different stages of the SC, procurement, 

inbound logistics, manufacturing/breaking bulk- re-packaging, outbound logistics (Rohde and 

Wagner, 2008).    

3.11. Preconditions and implications of success: 
 One of the biggest barriers of failing Demand and Supply Integration (DSI) is 

ineffective generation, allocation, interpretation and usage of market knowledge and BI in 

accordance with the chains processes. Without this vital information shared throughout the 

SC, cross-functional collaboration and integration is impossible (Esper et.al. 2010). For a 

successful DSI integration the whole chain have to base their tactical and strategic decision 

from the same information source, the information- flow have to travel freely from the first 

tier supplier to the end consumer, and back. If there is information disruption along the chain, 

the information can be delayed, distorted or obsolete. In addition, the sub-optimal processes 

have to be deleted, often material, forecasting and logistics planning are done in isolation 

which troubles the synchronisation of the various required flows and lack coordination and 

control (Croxton et.al, 2002).  

 Croxton et.al (2002) further emphasise that for the firm to achieve a synchronised 

process it should include its key customers and suppliers on their monthly S&OP meetings, 

thereby being more proactive by collaborating with both its suppliers and customers the 

organisation can achieve several benefits; increased customer loyalty, improved product 

availability, lower RM costs, reduced manufacturing cost due to improved scheduling, 

reduced storage & handling cost, transportation aggregation, reduced SS, reduced obsolete 

inventory, and improved asset utilisation. By identifying the other tiers‟ constraints and 

bottlenecks in collaboration; the SC can adapt to each other‟s processes and implement the 

preconditions necessary, thereby allocating proper resources required for a smooth and 

undisrupted flow of goods and information across the chain, thereby also achieving a better 

overview of the cost- structures. When all the participants know what the different processes 

cost, it is easier to agree upon a standards CSL for their products.  



45 
 

 The uncertainty can have several origins, the varying LT of customers and suppliers, 

product variability and volume variability among others. Managers have 2 strategies to cope 

with the negative results of the variability of the market and its uncertainty, they can either 

reduce the variability by implement standard LTs across the whole chain, so it will be easier 

for both the procurement- and the sales- department to communicate a expected delivery date, 

it can reduce the volume variability by setting minimum or predefined order batches, or it can 

increase its flexibility to cope with this variability. There is a fine line between increasing the 

flexibility and ruining the bottom-line. Increasing flexibility by either increasing inventory 

levels, production capacity, or speed of inbound- and outbound- logistics, will all increase the 

chain‟s flexibility to cope with uncertainty and variability of both supply and demand, but it 

affects the chain‟s efficiency. Since increasing a chain‟s flexibility is expensive it is vital that 

the development and measured implemented to ensure the flexibility is consistent with the 

requirements and is cohesive throughout the SC (Croxton et.al. 2002).     

 Further on, another barrier for successful synchronisation of supply and demand in 

manufacturing SCs are the production schedules, they have a tendency to incorporate „waste‟ 

in their schedules, which leads to distorted data of inventory, production capacity, demand- 

and supply- constraints. Waste often included in the chain is; SS, safety LT, production 

queues and set-up times. SCs are commonly slow to react to real demand and when they base 

their demand on order batches, distorted information and not actual demand, the mismatch is 

unavoidable. When employees are not trained adequately and are provided with inaccurate 

data, it will not lead to optimal schedules in production nor inbound and outbound logistics 

(Araujo and Correll, 2007). They further argue that by implementing a pull strategy as far 

downstream as possible will lead to less FG on stock and less production errors, but the 

logistical implications from the RM supplier of the tier 1 supplier have to be taken in to 

account together with the production capacity and the outbound logistics to the FC‟s 

customers. Thereby it may be feasible in theory but, hard in practice to have a 100% pull 

driven SC, that is why some aspects of push also have to be incorporated in to the chain. 

Since previously argued that one of the biggest implications upstream in the SC and one of 

the barriers for a perfect integration and synchronisation is the long LTs of RMs to the 

manufacturing plant and the long LTs from the first tier supplier to the FC that works as a 

wholesaler, they have to implement some push strategies to be able to prepare for future 

demand with the related bottlenecks. In markets that are represented with high seasonality 

there the manufacturing firm is not able to get their RM supplied, the production capacity is 

constrained, or the outbound logistics- capacity is reached, a „Make-to-Forecast‟ (MTF) 
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strategy is implemented. There the firm calculates with what has happened in the past most 

likely will happen in the futures so during the off seasons they have a steady production 

schedule to build up inventory when they reach their several bottlenecks in their processes. In 

the ideal world where there is no constraints of LTs a „Make-to-Order‟ (MTO) strategy is 

implemented, the only problem is that in the real world there is LTs and bottlenecks in the 

production or breaking bulk processes, that is why all firms in either wholesaling or in 

manufacturing have to carry some inventory to cope with uncertainty and variation in demand 

and supply (Araujo and Correll, 2007). 

3.12. Upstream implications theoretical foundation summed up: 

A study presented by Subroto and Sivakumar, (2010) advocates that the rankings of 

importance when it comes to the criticality of the disruption factors vary but in majority of the 

cases the drivers were the same unconditional of industry. In the table below the secondary 

findings of the most common synchronisation problems and implications that occur upstream 

in the SC are summed up.   

Secondary findings summed up 

Problem areas Why- origin? Whom/ Author? 

1. Root cause of disruptions 

often originates far 

upstream 

2. Have to manage more 

tiers than downstream 

participants- increased 

complexity of the network 

3. The BOM is often 

inconsistent with what is 

needed for actual demand, 

leads to an erratic and 

intermittent order pattern 

4. Anticipate and pre-order 

the Right RM from RM-

suppliers  

5. Wholesalers are not able 

to start their in-store 

logistical processes. 

6. Tied up capital and 

inventory on stock, 

obsolescence of goods  

7. Inefficient processes 

between the various 

upstream participants, 

leads to higher prices and 

reduced supply. 

1. Situated furthest away from the end 

consumer, distorted and delayed 

information, and the last one to 

receive orders and rarely actual 

demand 

2. The Wholesaler or manufacturer can 

be the starting tier of many SCs. 

3. The bullwhip effect distorts the 

BOM needed so there is a huge 

variation between order- and actual- 

demand 

4. Due to large varieties in volume and 

mix ordered from downstream 

customers- do not know demand 

5. Lack of accurate and timely 

information from their downstream 

customers to communicate to their 

suppliers 

6. Delay between orders received and 

in store logistical processes started 

7. Lack of Upstream collaboration, and 

information sharing, focus on core 

competencies and outsourcing. 

8. Lacking knowledge of customer 

preferences since they only receive 

ordered goods, not demanded.  

1. (Slack, et.al., 2009; 

Subroto & 

Sivakumar, 2010; 

Akkermans et.al., 

2002) 
2. (Slack, et.al., 2009) 
3. (Slack, et.al., 2010) 
4. (Slack, et.al., 2009) 
5. (Kotzab & 

Teller,2005; 

Aastrup,2010) 
6. (Slack, et.al., 2009)    
7. (Christopher, 2011). 
8. (Lee et al. 1997) 
9. (Borade & 

Bansod, 2010) 

10. (Siedman and 

Sundarajan, 1997; 

Subroto and 

Sivakumar, 2010) 

11. (Krause & Ellram, 

1997; 

Kraljic,1983) 

12. Cousins, et.al., 

2008 

13. Chin et al. (2004) 

14. (Simchi- Levi et 
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8. No tacit knowledge and 

information regarding 

future demand. 

9. Unreliable forecasting 

and increased bottlenecks 

in production and 

logistics  

10. Lack of transparent and 

shared information 

throughout all the tiers of 

the chain slows down the 

order processing and 

leads to dual labour with 

regards to transactions. 

11. Too dependent on a few 

selected suppliers, makes 

the FCs vulnerable to 

supply disruptions.  

12. Lack of supplier 

commitment towards 

delivery, quality and 

tailored specifications 

13. Not able to reap the 

benefits of a collaboration 

14. Suboptimal processes 

15. Do not know what the 

chain‟s participants needs 

16. Lack of transparency, 

visibility and traceability 

throughout the chain. 

17. Lack of shared 

technology, even when 

feasible and needed. 

18. Failed technology 

implementation, and 

failed optimisation; 

Efficiency v. 

Effectiveness   

19. Inbound and outbound 

logistics 

20. Process uncertainty 

 

9.  Shorter PLCs, increased customised 

preferences 

10. Even if the manufacturer and the 

Wholesaler has the capabilities to 

implement IT/IS, many of the 

Suppliers are situated in developing 

countries there the investment will 

not be profitable compared to the 

alternative costs. And those who can 

are reluctant due to the risk of 

opportunism.   

11. The higher upstream they are 

situated the fewer suppliers the FC 

has and the more non-core 

competencies they outsource. Rarely 

choosing a dual sourcing strategy.  

12. Too many companies try to set up 

suppliers against each other to 

achieve the best deal, this often 

leads to the opposite result. 

13. Participants do not know how to 

collect and process the data, and 

apply it in a manner such that the 

collaboration can benefit from it- 

lack the skills to collaborate.  

14. Silo thinking, no coordination 

between departments or tiers, lack 

of information sharing and shared 

goals and KPIs, no cross- functional 

overview  

15. Lack of vital information  

16. No shared standard of information 

exchange, different technologies are 

used and no shared DW 

17.  Always a discussion regarding who 

is going to pay for the industry 

specific investment, and it may 

disrupt the power balance 

18. Forget to include and incorporate 

people and processes when new 

technology and IS are going to be 

implemented, rely too much on it. 

19. The procurement of RMs or the 

sourcing of products for further 

distribution is not coordinated with 

production or outbound logistics. 

20. Disruptions due to fluctuating LTs 

of supply 

al. 2003) 

15. (Broman et al., 

2000).   

16. Chin et al., (2004) 

17. (Premkumar, 

2000) 

18. (Crum & 

Palmatier, 2005). 

19. (Disney & Towill 

2003) 

20. Kilger & Wagner 

(2008) 

Figure 7 Secondary findings summed up 
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4. Solutions – applying:  
 This section will use the theoretical foundation in context with the researched areas to 

pinpoint the most common implications and synchronisations for the organisations, as well as 

come up with feasible solutions and strategic recommendations and potential pathways they 

can undertake in the future.   

4.1. Pinpointing the origins of the problems: 
 In this section the synchronisation problems of Jotun AS, Meda AS, and PKS AS will 

be analysed, compared and contrasted. It is often the result of the problems that the end 

consumer or the customer situated at the next tier experiences, while the origin or the cause of 

the problem is in most cases situated higher upstream. The section will look into why the 

several problems occurred, what effects it had on the organisation, as well as its suppliers and 

customers, how they cope or try to cope with the problems, how they in the future can try to 

avoid these problems, and lastly if Meda, PKS and Jotun are able to learn from one and 

another due to common origins of problems and how they previously have tackled it.   

4.1.1. Jotun’s synchronisation problems:  

 Jotun‟s synchronisation problems can arguably be roughly originating from two sides; 

demand and supply. Further on their problems vary from segment to segment, but the two 

most different characteristics there the problems vary to some extent is within the segment 

Deco compared to Marine and Protective.  

 One of Jotun‟s biggest synchronisation problem lies within the segment of their 

Marine business; this segment is represented by high pressure of customer requirements, short 

delivery LTs, lack of information of future demand and planning implications. The problem 

originate due to the nature of their customers, the ship-owners rarely plan when they are going 

to dry-dock their ships for maintenance due to the associated costs and the lost revenue of not 

being on water. The question then will be if they are able to supply the goods at time from 

their local WH, if not they have to get supplies from other WHs. When Jotun received 

docking information 3 weeks in advance, they are able to start the process of allocating 

enough resources and products to the required place. If the RM is not in place it may cause 

disruptions if they do not have enough finished available. Since the ship-owner lose several 

thousand NOK in lost revenue each hour when it is dry docked, the ship-owner speculates 

when they can dock it for maintenance and repair only days and sometimes hours before. 

When the ships first are dry-docked, Jotun has a window of approximately 2-5 days of 

delivering the required goods to the ship that can be located anywhere in the world. Further 
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on, another implication is that often the ship-owners do not know what products they need or 

in which amounts before they have had the chance to inspect them. To add on these problems, 

the brokers that contact Jotun with their requirements do not give an estimate of what may be 

needed. But, in some instances they know what kind of paint and coating they used the last 

time, they know approximately how many litres they used the last time, there is a risk that you 

then have a bucket of 10 litres too much or too little. Then if the ship- owner or Jotun has 

saved this information they will both have a good indicator of the ship‟s demand. A problem 

here is the inconsistent information, someone knows it others do not, even there the previous 

demand is registered, it is not easy accessible for the sales- and procurement- department.  

Glenne (2011a) emphasises if that they had given them a rough proposal of what may be 

needed based on previous dockings it would have helped them tremendously. Glenne (2011b) 

informs that they in many instances has the previous purchase-orders of the different boats, 

but they have a problem of putting all this information in to a system so it is easy accessible 

and the sales department can make use of this vital information. They are lacking a system 

where they daily could go and check for future orders, the bidding round is won, but there is 

not made an order on all these products yet. It is vital that they minimise the time between the 

contract is won and the order is placed by the sales department at the production department, 

system that is continuously updated and is accessible for everyone, so they do not need to 

phone each other all the time and not everyone is integrated in that communication-loop. This 

time-lag is costly and highly unnecessary. This brings up the discussion of lack of information 

sharing and collaboration; even if there are different ships that are dry- docked, there are in 

most cases the same brokers that are responsible for ordering the goods from Jotun, if either 

the broker or Jotun had collected, structured and made previous orders easy accessible for the 

sales department, they could easier accessed this information and known to a certain amount 

what kind of products most likely would be demanded at the orders, then Jotun would have 1-

2 days more preparation time, i.e. use purchase history as an forecast estimation. If Jotun only 

receives an order from one boat they are able to manage it, but if it is several boats that are 

dry-docking at the same time, as it usually is it is then the problem starts. This is due to the 

size of the boats, sometimes an order can exceed 2-3 40-feet containers, but rarely less than 1-

2 trucks filled with paint. To emphasise the problem, the times that Jotun receives a order in 

advance or has previous purchase history, they are not able to reap the benefit of it due to it is 

not structured and thereby not accessible when needed.  

 The other implication area of Jotun is with regards to what they call „Sea-stock‟, that is 

even harder to manage than the dry-docking. When a ship sails through a harbour either to 
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deliver goods or to refill supplies, they tend to order some last-minute supplies from Jotun. 

Again, due to the lack of registered previous-purchase histories and the varied orders, Jotun 

have to stock their most common products closely to the harbours, at least what they classify 

as their „Core Marine assortment
5
‟. Since the ordered products are in many instances small, 

specialised, and very costly, it leads to high holding costs for Jotun and a high risk of 

obsolescence. The demand pattern of these products also leads to high shipping costs when 

the decentralised WHs do not have the required goods; it is the customers that are charged 

with these costs. Within this „Sea-stock‟ segment, there are even more uncertainty with 

regards to demand and lack of information sharing between the participant. These stock are 

costly, but of strategic importance for Jotun. Jotun try to execute some training programs for 

their customers so that they know how the processes work, how they can contribute to make 

these processes work optimally, and a result of that how they then themselves can reduce the 

price of the goods that they order. The goal of the sales department is to make their customers 

buy smarter so the customers saves money and Jotun increases their profits. All Jotun‟s 

departments are experiencing an increased pressure with regards to LT and costs; they always 

have to consider the tradeoffs between holding cost & flexibility v. Cost efficiency & profits, 

with the uncertainty of the demand characteristics.  

 With regards to Jotun Supply characteristics Glenne (2011a & 2011b) argues that there 

are several implications worth mentioning. Jotun have to match their supply in accordance 

with various supply constraints in addition to different seasonality patterns. Jotun‟s Deco 

segment has a strong seasonality with a peak between May and August; the Marine segment 

will have an increasing demand throughout the year with a minimal peak in May and in the 

start of the summer and declining at the end of the year. Jotun is able to supply the demand 

with regular production capacity in the off season months, but they have to produce excess 

stocks to be avoid OOS at the peak of the season. They have to manufacture to increase their 

inventory before and after season, even if they can implement a 3 shift production from May 

to August.   

                                                           
5
 Core Marine assortment is a predefined list of special products that is delivered according to WHs geography 

and customers to be able to serve the segments of Dry- docking and Sea- stock.  
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Figure 8 Jotun - Deco demand pattern 

At the high season months, Jotun Deco is depended on that they have build up stock at 

previous months to be able to meet demand, this contributes to increased inventory, tied up 

capital and more administrative work the year around to manage the increased inventories.    

  

Figure 9 Jotun - Marine demand pattern 

The marine segment is not affected by seasonality, it is more affected by the available 

resources that the company has available, the planning department when they are going to 

execute their maintenance and taken their processes and sales in to account.  

When Jotun has tried to increase their stock at their WHs to meet their delivery 

requirements, they have experienced a negative correlation, to make matters even worse, the 

information and forecasts they have are in most instances distorted and will not help them. 

Jotun always try to use a cost efficient mode of transportation, but due to the realities of really 

short LTs of delivery, they sometimes have really high logistical cost to be able to serve their 

customers. All of the above mentioned problems originate from the lack of information 

sharing and collaboration to be able to synchronise the chain‟s supply and demand. Even if, 

on bigger projects that Jotun receives a RFQ, they can take this in to account of their 

production, but they cannot rely solely on this due to the fact that they have not got the job 

yet, and they cannot produce to stock that large amount required for the potential future job. 

The sales department only receives the total amount of paint or coating needed for a job on an 

aggregated level, and previously the sales department has not communicated this information 
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to sourcing and production since they did not know what bucket-size the customer may need. 

Now they are using it to estimate future demand, and on the basis of this they can break down 

the total order into BOM or after the recipe of the paint. This information can be vital for the 

sourcing department, since then they will know what kind of RMs they most likely will need 

in the future.      

Another implication and perhaps the one that causes the most trouble for Jotun is the 

LT of the RMs they are using in their production of paint. The LT from order is sent to Jotun 

receive it is on average 3 months. Jotun always have to plan 3 months ahead, but the problem 

is that in most of the segments, except Deco, they do not have any orders placed, or they are 

in most cases only quotations and they cannot rely on them. In terms of production the 

quotations are not useful, but it can be used to order most of the RMs that are used during the 

production of the different editions of paints and coatings, that is why Jotun have large silos 

outside their production plants to be able to stock the RMs, and they always order more than 

they have orders of. When it comes to Obsolescence issues of inventory it is not a big issue 

when it comes to the RMs and most of the FGs, since most of the paints and coatings have 

PLC of 4 years, some products even 10, but some of the FGs that are of a more expensive 

nature and is of a strategic manner is often really expensive and has a slow turnover. Since 

many of these expensive and strategic important products move slow, the reality is often that 

it has to be sent back to the plant for recycling. Both the extra cost of recycling the obsolete 

paint, in addition to the cost of shipping it back and forth without generating any revenue 

together with all the production processes is also a problem for Jotun. Sometimes they are 

able to break down the paint and use it again, but often everything has to be thrown away, and 

is 100% loss at Jotun‟s account.    

In addition to the extraction of the RMs, the other reason why the LT of ram materials 

is that long is due to the geographical spread. Jotun‟s major suppliers are situated in Europe, 

Japan and in the US, this is due to that they have done the most progress and have the highest 

expertise within the field of chemicals. The logistical implications start here due to the fact 

that only 20-25% of the production-plants of paints and coatings are situated within these 

areas. There is no production in Japan, and almost nothing in the US, so 75-80% of the 

chemicals and other RMs have to be shipped worldwide due to the mismatch between point of 

extraction and value adding of RM.    

When it comes to the processing of the orders there are risks of distortion. Except from 

one of Jotun‟s customers; Coop Norway that they have invested in an IOS with that are able 

to send and receive EDI messages, all the orders are done either by, phone, mail and in some 
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instances some large customers can log on to the extranet and type in what they want to order 

in a predefined schedule. There it is always the risk of punching in the wrong data or 

misinterpret it. Jotun try to solve this potential area of errors by having at least two employees 

picking, packing and processing the orders, so the largest mistakes are discovered. When it 

comes to their suppliers, they have some solutions to reduce the transaction costs; at some 

production plants they have installed measuring devices that will tell the RM supplier when 

the level drops below the ROP, then an order will be automatically registered. For this to 

work successfully Jotun have to take in to account the long LT of 3 months between the order 

is placed and until it is delivered. This tool is only installed at some of the plants in the 

western world, due to in the developing countries it is actually cheaper to have 2 people 

physically looking after the inventory and measuring it, than it would have been to install this 

devise with the required software and training to be able to manage it. A lot of Jotun‟s 

departments‟ world wide as well as their customers have not embraced the technological 

development that for instance Norway has. Connected with the previous mentioned barrier, 

the implementation effort of installing one common IS solution across all Jotun‟s departments 

worldwide and its customers is a complex situation; it is an ongoing process to synchronise 

and make all the different software able to talk to one and another. Jotun has approximately 

600-700 suppliers that supplies 1600 different RMs, it would be too costly, time consuming 

and unnecessary to connect all these to a shared IOS portal. An important aspect to mention is 

that Jotun‟s plants and customers situated in Norway are a lot further on the technology 

development in comparison to a lot of countries in the Middle-East, and they have more and 

more processes made automatic and standardised with help of EDI and ERP systems that are 

interconnected with IOS/Extranet systems (Glenne,2011b).  

Further on within the area of suppliers, since Jotun is requiring special RMs, there are 

not many different suppliers who could potentially supply them. Several of their suppliers are 

their sole suppliers of the specific RM, this makes Jotun really depended on these suppliers, 

and they try where it is possible to have a dual sourcing strategy, but in most instances this is 

not possible. They are continuously seeking to find a „back up‟ supplier for their materials 

who can supply them when either their primary supplier are delayed or is not able to supply 

the required amount needed for Jotun‟s production. All this is done to try to reduce the supply 

risk, which affects Jotun‟s processes tremendously, without the supply of the RMs upstream 

in the chain, the whole chain breaks down and the end consumers will not receive their goods 

on time in the right quantity and quality. To ensure delivery of RM, Jotun has a focus of 

building a long term relationship with their suppliers; they do not switch suppliers due to 
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price, since they rather want suppliers that are reliable. Jotun‟s goal for the future is to try to 

come up with a standard LT for the customers, at present moment the different products Jotun 

supply has been allocated different LTs, based on the supply LT from their RM suppliers and 

the manufacturing time, this is often a cause of disruption and mismatches due to too many 

variables and data have to be processes and taken in to account for the sales department when 

they are promising the goods to their customers. An ongoing project is to reduce the LT of the 

RM, which is Jotun‟s biggest origin of disruption and problems; the 3 months delivery time in 

addition to purely transactional relationships makes the process of procurement hard.   

Jotun has 3 ways to try to match Supply with anticipated demand; 1) historical 

forecasts, 2) Track upstream BOM based on RFQ, 3) introduce in some industries pre-season 

purchase so the customer have to order 3-4 months before they receive the goods (Glenne, 

2011b). These methods of assuring that the goods are on place at the right time have both 

positive and negative sides with it, Jotun is receiving more information and customer demand 

than they would if they had not taken advantage of these systems, but if this information is not 

collected at a shared BW, is accessible to all needed personnel, and they employees know 

how to use this information, it will only make matters worse.  Jotun have problems with 

determine the SKU level of the production since the orders are of a aggregated level and only 

the total volume is registered not the size of the paint buckets, that is why the production 

facilities at Jotun has to be as flexible as possible.   

At present situation Jotun has several synchronisation issues that are all interrelated; 

varying order & transactional processes, long LTs of supply, uncertainty of supply and 

demand, short order lead-times, and lack of shared and manageable IS and BI with regards to 

order batches (Glenne, 2011a & 2011b).      

4.1.2. Meda’s synchronisation problems  

At writing moment it is the data availability and synchronisation that causes the most 

problems at Meda. This is due to the new IS that they are implementing; Dynamic AX. The 

standard Item numbers vary from country to country and when the Norwegian wholesaler 

place an order at Meda AB, the head office, the numbers do not match and disruptions occur 

since the IS are not able to extract the EDI file to the software. Adding to these technical 

issues, which most likely will be solved in the future, are the internal processes. Further on 

orders that are sent to the central procurer, which is disrupted on its way to the WH, is not 

detected. The procurer in charge has on average 20- 30 products to manage, and he/she do not 

control these often enough to make sure that the ordering process is completed. In addition 
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there is no alerts at the IS that inform the procurer about new orders or the inventory levels. 

Here the timeliness of the data is slow, even if a order is successfully registered at Meda‟s 

WH, the inventory levels is not adjusted accordingly in an automatic way, this has to be done 

manually. This has led to OOS at the DC several times, and delays in orders, due to LTs. 

adding to these processes is the cumbersome order processes; due to not reengineering too 

much while implementing the IT system the orders from the customers to Meda is sent by fax, 

later on registered in to Meda‟s IS and then sent to Meda AB with EDI. This manual 

processes have not resulted in a lot of delays or wrong-orders, but these 10 minutes that the 

Logistics officer at Meda has to use for each order are unnecessary and time consuming. 

Adding to these issues is the backorders; as mentioned it in most cases is the mismatch 

between registered inventory and actual inventory that is outdated. This in combination with 

that the customers are ordering more than calculated at the 18 month forecast. Meda is not 

carrying much inventory or SS due to the risk of obsolescence that originates from the nature 

of the pharmaceuticals; 8-12 months of PLC is the maximum allowed. When Meda is 

experiencing a backorder, they register this and ship it the next week, the problem here is that 

the customer rarely does not receive this information and at the next order they order the same 

amount once more and the back-orders are then piling up. Each year Meda has to run through 

their backorders and ask their customer if they want to still have these goods, or if they can be 

deleted, again more time consuming, unnecessary processes allocated scares resources to. 

Meda is at present moment being saved by the SS at the customers WH and at the pharmacies, 

if they had not had these SS, the consequences could be much more severe.  

Adding to these problems it is the internal processes further upstream in the firm that 

is causing the most problems, Meda Norway do not receive as mentioned any inventory 

information, and in addition, when they after a while detects that they have run OOS, then the 

procurers are not able to detect this before it has gone over 1 month due to that present 

moment too many manual process, and the inventory levels are can lag as much as 3 weeks 

behind actual count, even when replenished in the meanwhile. In addition they do not receive 

any information on when the stock will be refilled in the future, which they can further inform 

their customers of. Due to this mismatch of information and process sharing the customers 

empty their SS both at their wholesalers and pharmacies. On a related topic, issues regarding 

the transactions of orders, now Meda is in a process to implement the IS and to make the 

processes fully automatic, but this is only from Meda Norway to Meda Sweden, orders from 

Meda‟s customers are sent with Fax, these orders then have to be typed in manually to the IT- 
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systems for further transmission of orders. It is too randomly if Meda AS receives the 

required information from Meda AB or not, these manual processes are too cumbersome.    

Following a risk that Meda has problems to cope with are supply disruptions that 

occurs. It can be either problems with the core production of the pharmaceuticals or it can also 

be problems with the negotiation of price and delivery conditions. Here the managers are not 

good enough to inform their subsidiary companies, even if they have known that this would 

happen for approximately 2 months. Meda is also experiencing administrative and upstream 

implications. Several products that are high grossing, in Norway are in some instances not in 

Sweden, and then Meda Norway has experienced that these orders are not priorities and at 

best delayed for 3 weeks. All the Nordic countries are ordering from the procurers in Sweden, 

due to their size there Norway‟s total revenue for half a year is the same as 1 month in 

Sweden, the Norwegian office experience that they are often second in line. In addition some 

Swedish procurers by nature want to serve and prioritise their own domestic market before the 

other ones, the same goes for the rest of the northern countries that are approximately of 

similar size. The one product that is called „TrioBe‟ is Meda‟s most important product and 

counts for 20% of their revenue alone, it is still not a given that the Swedish office takes this 

in to account. In Meda‟s opinion too may disruptions have occurred due to lack of supply 

from the producers of the pharmaceuticals, and in addition no information is given with 

regards to when the backorders will be delivered (Pedersen & Brumoen, 2011).            

 In relation to supply vulnerability; 10 of Meda‟s products count for 80% of their total 

revenue, this makes them reliable of timely supply of these products. A potential breakdown 

that there is a risk of occurring can have severe consequences. As long as the goods are 

stocked at the central DC, there is no problem, but far too often the miscommunication 

between the DC and the pharmaceutical producers leads to OOS. If Meda Norway is not 

supplied timely they will lose brand recognition.       

   

Figure 10 Meda's demand pattern Pharmaceuticals 
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 Meda has a smooth, steady demand of goods each month that can vary to some extent 

from week to week, but on average not that highly fluctuating, it is argued that 80% of 

Meda‟s total demand is on average steady the year around, which is OTC pharmaceuticals. 

There is a remarkable increase of demand from November to December that is caused by 2 

variables; 1; after the patients has used a certain amount of money on prescriptive drugs they 

get the rest for free, then most of them are reaping these benefits to the full and picks up their 

maximum allowed volume of medicine and other drugs. There Meda experience forward 

buying, that leads to a decrease in these products in January the year after. 2; November and 

December is high season for flue, there Meda see a remarkable increase in cough medicine 

and antibiotics. This increase also varies from year to year depending on the spread of the 

flue, but each year it is an increase.    

 Another area that has been a problem due to supplier disruption is that on the „list-

products‟ that Meda supplies to the hospital, which they have won on a bidding round, if they 

are not able to deliver timely they will receive penalty cost. In context with SS and PLC, 

Meda AB cannot order too much from their suppliers to secure supply. There is a fine balance 

between ensuring supply, penalty costs and costly obsoleteness of goods.  One year Meda 

received fees of 1 million NOK in penalty costs, due to disruptions that occurred higher 

upstream in the SC, which they had no control over, and they did not receive any information 

in advance from the DC in Sweden that they would not be able to supply them according to 

specifications. On the above mentioned products and prescription products, the customers can 

if they are not satisfied with Meda‟s delivery performance chose to source a substituting 

product from a competitor. 

 The LT combined with the rest of the ordering system at Meda is causing a myriad of 

problems. The customers are used to that the total time from placing an order to receiving the 

goods are 1 week if the goods are on stock. All the customers want their goods between 3-4 

days, but if the DC is Sweden has run out it can take as much as 4-6 months if the producer 

has the good ready for shipment. The lack of communication between Meda Norway and 

Sweden leads to no information to the customers with status updates of their orders, order 

acceptance and arrival time, these severe OOS occur 2-3 times a year.     

 Further on, another problematic tier in the delivery process from Meda‟s supplier 

which could have been avoided is the implications with the batch releases. Due to the strict 

nature of pharmaceuticals the production batches have to be controlled each time; quality, 

labelling and packaging. This area is unavoidable, but here again the process with lacking 

communication to Meda is causing implications. When an ordered batch is hold back due to 
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some missing approvals, neither Meda AS nor the customer that ordered the goods are 

informed. This leads to a lot of unnecessary phone calls from the customers that are asking for 

and want a status for their orders. In addition, when the customer has placed an order, Meda 

do not inform them that their order has successfully been placed and will arrive accordingly 

due to the customer demands 100% delivery accuracy each time, at present moment Meda has 

a 97% CSL, with a delivery time-frame of 1 week. Even if Meda‟s customers are semi-

satisfied with LT of one week, and do not file complaints if the order is one week later, this is 

within the segment of OTC- products. The problem is at the prescription pharmaceuticals and 

the pharmaceuticals that are supplied to the hospitals, which is won on a bidding round. If 

Meda is not able to supply these drugs timely and in accordance to specifications, it can be 

seen as a breach of contract, then they have to negotiate and their profit margins will decrease 

drastically. There are some levels of relationship occurring at the OTC- pharmaceuticals; 

there Brumoen is meeting with the key account managers for delivery and price negotiations, 

but no forecasts or inventory levels are shared between the customers and Meda. There are at 

some occasions information shared between the parties on the matter of promotions, where 

joint-marketing are executed. The problem here is that, Meda is not receiving this information 

when they should, and the information they have are they not able to inform their suppliers of 

early enough, thereby not guaranteed supply of the campaign pharmaceuticals.        

 To sum it up, the biggest problem Meda has to cope with is internal cumbersome 

processes when ordering products, lack of information regarding order- status, and details of 

arrival and acceptance. Together with increased delivery requirements, the risk of not being 

supplied in a timely fashion from their suppliers and the lacking information to their 

customers are problems that are causing daily synchronisation and delivery issues for Meda 

AS. The lack of proactive information especially upstream but also downstream is the origin 

of most of Meda‟s problems (Pedersen & Brumoen, 2011). 

4.1.3. PKS’s synchronisation problems:  

 One of PKS‟s biggest problems is their suppliers; the availability of materials and 

products. Since one of their largest supplier within the steel and brass segment has expanded 

tremendously it has some problems estimating the total demand from PKS and their other 

customers worldwide on an aggregated level. The Problem with this German supplier is that it 

receives all its goods from China, which operates with a LT of 4-5 months. There have been 

some occasions that Q-railing has stocked out after 2 months in to the order cycle and as a 

result they were OOS in 3 months. As late as last year, they had a really critical stock out, 
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when Q-railing calculated with an industry growth of 10%, but the figures show that is was 

30%.  The biggest problem with Q-railing is their size, they have DC‟s all over the world and 

they lack information of future demand. This is due to the fact that even if when viewed at the 

year‟s end it can be argued that the demand pattern for steel and brass is quite steady; its 

majority is connected to building projects (Blankert, 2011a; 2011b).       

 

Figure 11 PKS's Industry demand pattern 

 The overall demand for S&B at the industry segment is relatively steady, the smaller 

peaks in the curve indicates the aspect of that the demand is connected to building projects, 

thereby it will show a slight increase when the RFQ round is won, and a smaller drop between 

the big projects. In addition to this smaller manufacturing and assembling jobs are executed 

with a steady demand. The peak shown in the graph between May to July is caused by the 

private segment. PKS has experienced increased demand from private households with 

regards to Easter, confirmations, 17
th

 of May (Norway‟s national day), and the summer season 

in general, it is then the private households that wants new rails for their balconies and 

terraces (Blankert, 2011a; 2011b).     

 

Figure 12 PKS's Interior demand pattern 
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 The demand pattern for Interior and furniture are highly seasonal. There is a smaller 

steady flow of demand the year around caused by interior and furniture that are meant for 

inside the hotels and restaurants. The majority of PKS‟s demand within this segment is 

outdoor tables and chairs for these hotels and restaurants that they need before the summer 

season starts. The problem here for PKS is that they do not have any fixed customers, since 

after a customer has purchased what it needs, it often takes 3-4 months of LT at this segment 

as well. Here PKS has to estimate based on previous purchase orders from other customers 

with regards to amount and design and hope that the trend will be almost the same. Some of 

their customers are good at pre-order what they need in a timely fashion, but most of their 

orders arrive in late April when they suddenly see that their furniture is worn out.     

 Related to the various demand patterns and the problems with long LTs the S&B 

department also has some logistical issues they have to cope with on a daily basis. When they 

are ordering from their biggest supplier Q-railing and they have it on stock, the LT are only 1 

week, they order Tuesday and receive it the next Tuesday morning the latest. Q-railing also 

try to hedge against OOS by collecting customer demand at an early stage as possible, they 

call up PKS every second month and ask them if they have received any new big projects that 

they need material and components to. In most cases PKS are not able to provide them with 

the proper information since the building- entrepreneurs send and RFQ to many different 

companies, and a rule of thumb is that PKS wins the RFQ round of 1 out of 10. That is why 

they cannot tell their suppliers with certainty what the future holds. With regards to their 

sourcing strategies of glass, they use a dual sourcing strategy; they receive most of their glass 

for China, there the LT is 8 Weeks, but if they receive a rush order they can receive it within 

2-4 weeks from Norwegian suppliers, but at a price 3 times as high. To finish problem area 

up; it is the inbound logistics that is the major problem in terms of LT and availability even if 

they have the goods on stock, this is connected to the issue of power and dependability. Q-

railing will never stock out due to one customer so if PKS orders 290 top-caps for a rail, and 

they have 300 in stock they will only receive 250, this is due to that other customers that order 

both the rails and components will then not be able to buy both, since they then have 50 left 

they will then sell 50 rails and 50 top-caps.  

The outbound logistics is not a severe issue for PKS. They have a carrier who picks up 

all their large packages each day and can have them shipped anywhere in Norway within 4-5 

days tops, when they use the Norwegian post system, it takes maximum between 3-4 days 

anywhere in Norway. They have experienced some distortion and damage on their products 

due to shipping, but not anything noteworthy. Inbound, rarely never any problems with 
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quality or amount ordered; Q-railing knows the weight of each component and weigh all their 

packages before they ship it, in addition 2 employees pick, pack, control, and sigh the pallets 

before it is shipped. When it comes to the issue of logistical costs, PKS pays all inbound, they 

have made an agreement with a shipping company there they pay pr package, weight and 

volume. When PKS order to Q-railing, it is Q-railing that contact PKS‟s shipping company 

ant tell them how much that are supposed to be shipped, then the carrier can allocate a large 

enough truck for the job.  

 Production bottlenecks are not PKS biggest issue, there are some problems related to 

it, since the employees need adequate training and skills to be able to execute the ETO- 

orders. For private customers, this is rarely an issue since they are often willing to wait, but 

for their professional customers some issue will occur. When PKS wins a bidding round, the 

projects have strict start and finish times; if they are not able to complete the assembly one 

time, they will receive day-fees varying from 500- 5 000 NOK. The irony here is that even if 

the building site is delayed, PKS has to keep their agreed upon deadline. If PKS do not give 

the building-chief that they are not able to complete the assembling due to that they could not 

start the assemble after 14 days after agreed upon. In most cases they will not admit any fault 

and then PKS has to hire more people and work 3 shifts instead of 2, this decreases PKS‟s 

bottom line. Another problem area that occurs with regards to suppliers and deadline is that 

all PKS‟s supplier has in their contracts of trade, that they are not responsible for any spin-off 

costs that PKS may experience due to that they are late on their delivery. On an average the 

production time is not the issue, they use approximately 2 weeks of calculating the RFQ and 

when receiving the final order, they use maximum 2 weeks of production. PKS thereby work 

with an LT from orders received to order delivered of 4 weeks (Blankert, 2011a; 2011b).    

 With regards to PKS‟s inventories and IS, they do not have major problems, but there 

are some coordination systems. They do not use any forecast methods, but base their next year 

revenue at an aggregated level on the last one. In addition they are using a system that is 

called „Visma Global‟, here they have installed predefined alerts on SKU levels, some of the 

alerts are set on 10 units other on 100, this is done on the basis of industry specific 

knowledge. When PKS receive a RFQ they register this and calculates it in their Visma CRM. 

It is not before PKS receive a acceptance that the manufacturing job with its related 

components are registered with the Visma Global and that the inventory is taken in to 

account, and in many instances re-ordered from suppliers due to the SKU-level drops below 

the SS-level. The coordination problem starts when, the sales-clerk agree with the customer of 

one set of glass-clamps, while the assembler or manufacturer figures out that they want to use 
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another type or dimension. Previously then they tend to forget to register this at the IS, and the 

inventory value is not correct. PKS has now implemented a rule to avoid this; it is only the 

two WH chiefs that are allowed to pick components to assembly and to register in the IS. This 

is a result of that previously PKS experienced several disruptions in production due to they 

thought they had the adequate components, but they did not. Another benefit with this IS is 

that they achieve an increased overview of the different delivery dates, PKS see that they have 

a pending order that they have not allocated proper components to, but they have done it to a 

later order that is not due before the next replenishment date, they can „borrow‟ the required 

components from that order, this reduces disruptions and assure a smoother flow.    

 PKS receive and send orders with help of e-mails and there has not been any problem 

due to wrong-punching. Blankert (2011a) agree that they would reduce their transaction costs 

if they had implemented the same IS as Q-railing. The problem is that even if PKS is Q-

railings largest customer and accounts for 5% of their revenue, and they are 2 times as large 

as the second largest, there are a lot of contractual agreements they must sign. If they want to 

be connected completely with help of an IOS or extranet they can only trade with Q-railing 

and not use any other suppliers. In addition it is they who has to pay for the IS investment. At 

present moment PKS are not willing to do this, because increased price for their rails may 

lead to lost customer base. If they agree to increase their relationship with Q-railing they 

would achieve a full overview of how much they have on stock, when they will receive 

replenishments, and they can register automatic replenishment to their stocks. Even if in most 

instances Q-railing has the goods on stock, PKS is in a situation that they are arguably too 

dependent on their supplier to avoid disruptions in their processes (Blankert, 2011a; 2011b).    

4.2. Common denominators of the upstream participants – summed up: 
 In this section the research of Jotun, Meda and PKS will be compared, contrasted and 

structured to give the reader of this thesis a good overview of the different industries. Later on 

some concluding remarks will be done there it will be debated if the synchronisation problems 

are the same unconditionally of industry, size and position in the chain. It is worth mentioning 

that there are several other minor, daily implications that the companies have to tackle and 

have strategies to do so, but is not mentioned in the table due to its low criticality.   

Company Jotun A/S Meda A/S PKS 

Synchronisation 

problem  

-Unknown future demand 

- High inventories  

- Lack of flexibility 

- Lack of efficiency 

- High logistical costs to 

- Cumbersome 

customer and supplier 

order transactions  

- mismatch between 

S&D 

 - Unknown future 

demand, project 

and seasonal based 

 - Costly 

production to meet 
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meet demand 

- Cumbersome customer 

and supplier order 

transactions  

- Stock outs of RMs 

- supply risk 

- No shared DW 

- Immature technology 

implementation- lack of 

IT skills 

- Supply risk, and 

supplier dependability 

- lack of shared data, 

information and 

processes 

- immature IS, but 

improving 

- Lack of efficiency 

- Short PLC, S&D 

synchronisation is vital. 

demand if 

disruptions occur. 

- Supply risk, and 

supplier 

dependability 

 - High 

requirements of 

ISK, due to ETO 

manufacturing 

Origin of 

problem 

 -Long LTs for RM 

- Short order cycle time 

- No/ Limited information 

sharing with suppliers and 

customers 

- Receive vital 

information too late 

- Lacking/no reliable 

forecasts/ future orders 

- No shared planning 

- Single sourcing strategy 

- No standard delivery LT 

agreed upon internally 

 

- Long LT of products 

if WH OOS. 

- No/ Limited 

information sharing 

with suppliers and 

customers 

- Receive vital 

information too late 

- Short order cycle time 

- Manual control 

processes of order 

registration and 

inventories. 

- Power – dependency 

 - Long LTs of RM 

if not at DC 

- No/ Limited 

information 

sharing with 

suppliers and 

customers  

- Receive vital 

information too 

late 

 - Short order cycle 

time 

- Sup. & cust. 

Pressure, decrease 

profitability 

Cope with 

implication 

 -Dual manual control of 

orders 

 - Increased inventory to 

increase flexibility 

 - Costly modes of 

transportation  

 - Customer order training  

- Increase production 

capacity 

 

- Implemented New IS, 

with EDI transaction 

- Allocating resources 

for control of orders 

and inventory. 

- Backorder registration 

 - Dual sourcing 

when available 

 - Increased 

flexibility in 

production 

 - Holding 

inventory to 

increase flexibility 

Industry Paints and Coatings  Pharmaceuticals  Stainless steel and 

brass components 

used for building 

sites, interior and 

furniture  

Size Large Large SME 

Position in the 

chain 

Manufacturer Wholesaler and 

intermediary 

Manufacturer and 

Wholesaler 

Revenue 12 814 million NOK 10 000 Million SEK 61 million NOK 

Number of 

employees 

7 400 2 700 28 

Level of 

information 

sharing 

No/ limited collaboration 

with suppliers and 

customers 

Limited collaboration 

with customers, some 

instances more, 

improving collaboration 

No collaboration 

with customers, 

some collaboration 

with core suppliers 
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with supplier. 

Demand pattern  -Deco; highly seasonal 

 -Marine & Protective; 

increasing throughout the 

year with a slight drop at 

the end. Minor increase in 

May/June 

- 80% of total demand 

is steady the year 

around. 

- OTC; slight increase 

between November to 

January due to flu 

season 

- Prescription drugs; 

increase in November 

and December, slight 

drop in January    

 -Aggregated; 
Seasonality; 

increase in demand 

of all departments 

between April to 

October 

 - S&B: Project 

dependent- yearly 

 - Interior: 90% 

demand from May 

to August   

  

LT suppliers Long: 3 months in most 

instances 

OOS Long (industry 

wise): 1-4 weeks 

On stock: 1 week 

OOS: Long; 3-4 

months. 

On stock: Short; 1 

week. 

Glass: 8/4 weeks 

LT customers Short: 2 days- 3 weeks, 

Deco; 2 months pre-order 

in advance 

Medium: 1 Week 

accepted, demands 2- 4 

days 

Short; 2 weeks 

manufacturing, 2 

weeks assemble, 3-

4 days shipping 

time  

Organisational 

structure 

Decentralised production 

and distribution world 

wide 

Centralised strategy 

making, Decentralised 

distribution to national 

regions 

Centralised 

national 

production, 

distribution nation 

wide  

PLCs Long; 4-10 years Short: 8 – 12 months Long: Rails; N/A, 

components; 

design upgrade 

approx each 5
th

 

year, furniture; 

trend. 

Glass; N/A 

Number of imp. 

Customers 

5 3 N/A – 1, project 

based 

Number of imp. 

suppliers 

2 1 3 

Figure 13 Company characteristics and implication areas summed up 

 After assessing Jotun, Meda and PKS‟s synchronisation problems some remarks can 

be made. The companies are compared up against each other after 13 organisational variables, 

and 3 variables related to what the problems are, the origins that have escalated to become the 

problem, and how they try to solve it. This is done to validate if the answers concluded with 

are applicable in a general setting, even if not all the variables match 100%, it is then up to the 
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different companies to weighting these variables after their criteria and chose for themselves 

if it is correlating with their problems     

5. Recommendations – future development: 
 In this section several strategic recommendations will be advocated based on both 

primary and secondary research. Here present situations and future developments will be 

analysed and recommended.    

5.1. Supplier optimisation: 

 With the statement of Leenders and Blenkhorn (1988) in mind, that the suppliers only 

perform as well as it is demanded from their customers, Jotun is at present moment not 

operating with any penalty costs (Glenne, 2011b). Jotun should execute two tactical measures, 

1. Increase their expectations towards their RM suppliers when it comes to LTs of extraction. 

The shipping time is not that much to do with, but the extraction and creation of the chemicals 

used for the paint and coatings industry has most likely improvement potential. 2. By 

introducing penalty costs when the suppliers are unable to supply in addition to their bonus 

schemes when they are fulfilling all their agreed upon contracts will improve the efficiency of 

the chain. When everyone has high expectations to each other in addition to have bonus 

schemes when they perform well and penalty or discounted prices when they can improve; 

will result in a more competitive SC that delivers better, faster, more efficient and importantly 

more effective. At present moment Jotun is single sourcing in most of the cases, but have 

alternatives as risk mitigation when either the supplier‟s flow is disrupted or when they are 

not able to fulfil the total volume, and some suppliers they are splitting their purchases 

between. This is a really good strategy because then they are creating a customer- supplier 

relationship, but they are also introducing competition among the suppliers to achieve better 

delivery requirements and price while maintaining the quality of the product. The first thing 

Jotun have to start with is expecting more from their suppliers by demanding them to keep 

some inventory of their required RM. To be able to achieve a synchronisation and a 

successful collaboration here is that Jotun has to provide their suppliers with previous 

purchase history and future demand, and their suppliers have to be interested to store and take 

this information in to account to be able to supply Jotun better than they do at present 

situation.  

A similar situation is the reality for PKS, but they are not in a position to try to force 

upon their supplier penalty costs. Even if their suppliers are holding most of their core 
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assortments, PKS have to pressure them to hold even more so they can be guaranteed supply 

of the more critical products. When it comes to PKS‟s rails, they have a dual sourcing strategy 

which their biggest supplier; Q- railing is not fond of, but they have to live with, the same 

goes for their glass articles. The problem lies within the components of S&B, there they only 

have one supplier, these are of a standardised nature, but Q-railing are reluctant to supply 

them at all time if this results in a stock out for them. This issue is a Power-dependency issue 

since PKS will not concur on all their contractual agreements. In PKS‟s situation the author 

will not suggest that they quit their relationship with Q-railing because this will not have a 

tremendous impact on their total revenue, but rather emphasise on the benefits by going in to 

a collaborative relationship with an automatic replenishment policy, which will save both 

PKS and Q-railing transaction specific costs.  

When it comes to Meda, they are experiencing similar problems as PKS; when their 

source of supply; Meda Sweden has the products on stock the LT is 1 week due to inefficient 

processes internally. As Pedersen & Brumoen, (2011) argues they could have the inbound 

processes completed and shipped on site within 2 days, if they are OOS, but the 

pharmaceutical producers have the goods on stock the inbound logistics to Meda Sweden is 1 

week. The problem occurs when the producers have not received the order in advance and is 

then OOS; a result of this is that the LT can be as much as 4 months. Meda is experiencing 

administrative power issues that they are not prioritised in comparison with the other 

countries and are always second ranked when it comes to delivery- order. Meda Norway has 

to start sharing more information with their suppliers and achieve guarantees that when they 

give them the 18 month forecast, Meda Sweden is stocking this. At present moment Meda 

Sweden are stocking too little, and if they have stocked too much, it is Meda Norway that 

have to pay the penalty cost. At present moment they are experiencing only costs, which is 

affect the downstream participants of the SC i.e. the end consumer in form of not being 

supplied in accordance to agreements. The penalty costs should then be introduced upstream 

to both Meda centrally in Sweden and to the pharmaceutical producers. This may lead to more 

will of being flexible, efficient and increase the level of shared information, which has to be 

in place if Meda Sweden would be able to be responsive in a profitable manner.  

5.2. Adapt the IS to the processes and the environment characteristics: 

 It is stated in the article of Evegeniou that (2002, p489) “The success of any business 

today depends on its information awareness and its ability to adapt to rapid change internally 

and externally”. The author further argues for a SC to be adaptive i.e. both visible and 
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flexible, its information system has to be integrated with all the processes and departments. 

There are several issues regarding this area, often the information used by the different 

processes are inconsistent with one and another, or the processes are too standardised so it is 

not applicable to the different processes. There is a trade-off between adaptability and 

usability of the information and inconsistency and accuracy. For the information to be 

adaptable it has to be easy accessible and easy to upload it. That is why the information has to 

be gathered at one shared BW and accesses as mentioned previously at a shared SC-cockpit, 

where the information can be read in different ways and applied to different settings, i.e. slice 

and dice the information. Often the common problem with the information in SCs is that they 

have problems with achieving visibility throughout the chain, the information is not 

accessible, can be taken advantage of, or inflexible. For the chain to be as adaptive as possible 

to change, it has to have a clear view of both internal processes and the external environment, 

and being able to adjust to it. The organisation has to have access to timely and accurate 

information to be able to make competitive decisions with regards to their customer, suppliers 

and competitors. Previously it was argued that implementing an ERP system would increase 

visibility but, reduce its modularity and flexibility towards the different departments and 

processes within, the last years there has been a tremendous development there ERP suppliers 

has created ad-ons which has reduced the modularity issues. With this increased visibility 

PKS can achieve a better knowledge of what parts and components to order, how many, when 

it will arrive, to what finished product it will go to (BOM), what are the unit cost and lastly 

the inventory levels. In addition the alerts can be synchronised with their suppliers so they 

achieve a automatic replenishment policy, which will reduce all the participants transaction 

costs in addition the risk of human errors of ordering are minimised (Rashid, et.al.,2002; 

Akkermans, et.al.,2002; Stefansson,2002). 

PKS are at present moment reaping a lot of benefits of their IS, mainly internally with 

CRM there they register all their potential customers they receive at an RFQ. This benefit 

PKS by when the customer calls or e-mail them for acceptance, then all the different sellers 

can access the same customer data there they can view what the customer wants, when, all the 

specifications and at what agreed upon price in an structured manner at the cockpit. This 

saves the administration a lot of time, since then another person can finish of the sale even if 

he did not start it. After acceptance this order is linked up with the inventory levels to ensure 

product and component availability. In addition if the inventories are reaching a predefined 

order point with the SS, an alert will go off and then the WH chief will get the notice and 

replenish the stocks. PKS has the ability to link up an IOS with their largest supplier, but 
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power-relationships- issues has hindered this. A benefit of the IS that they have not reaped yet 

is the possibility of two-way communication internally, there the administration can receive 

information from the manufacturing department when the order will be finished packaged or 

manufactured, which they then can inform their customers of at an early stage. Another 

benefit with regards to synchronising the orders to the inventory with the help of IS is that 

then they can allocate the proper amount of components for the job and arrange them after 

deadline. If they are running out of stock at a rush order and they with the help of their IS 

know that they will get replenished before the older order with later due date, they can 

without any problems use the allocated components from the first order to the second one 

(Blankert,2011a; 2011b).      

Jotun has the possibility to reap tremendous synchronisation and data availability 

benefits with help of IT and IS due to their decentralised-global structure. Jotun are at present 

moment reaping benefits by coordinating inventories and RM availability in Norway. They 

have installed automatic alerts at their plant in the UK, so when it drops below a predefined 

point, this information is sent automatic to their suppliers who will come and fill the stocks. 

The Norwegian division at Jotun is at present moment not executing any automatic 

replenishment from their suppliers, but inform them at a transactional- communicational level   

when they need supplies and what they have left on stock. In addition they have only made 

and IOS connection with one of their biggest customers there orders are sent with help of EDI 

(Glenne, 2011a), but they are working on implementing this with their other big customers. 

Further on the one area there Jotun could potentially reap the biggest benefits are by achieving 

better control and visibility over the different inventory levels at their DCs. One of Jotun‟s 

biggest problems is the lacking knowledge of what and how much inventories they have on 

stock, and a result of this especially to be able to fulfil the orders of the Marine segment they 

had to use a fast, but expensive mode of transportation. Jotun could invest in IT systems there 

the different DC had registered their holdings as well as their sales, then the headquarters and 

the nearest plant would be able to foresee when the stock are running low and ship to the 

specific DC. They could also use this to maximise the utilisation of transportation by 

aggregating transportation to several DC and thereby saving more shipping costs. As debated 

by Glenne (2011a) and agreed upon by the author, to invest in an IT systems there all DC are 

connected within and IOS is expensive, and in some areas of the world is not worth the 

industry specific investment cost. In the countries in the Middle-East the labour cost is 

relatively low, and it is actually cheaper to hire a new employee to count the stock each week, 

register this at the DC and e-mail or fax the inventory levels than to do the high-tech heavy 
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investment. A good starting point for a potential pilot project would be in at the DC situated 

in the western world. 

Meda receive their order with help from fax, and forwarded this to their procurers in 

Sweden with help of Excel-spread sheets. This led to a lot of disruptions in form of wrong 

punching and various editions sent back and forth between the departments. The ordering 

process was both cumbersome and inaccurate. Now they are implementing a new IS, there all 

orders from Meda to the procurement department are sent with EDI- files this has reduced the 

risk of errors and speeded up the process. Still they have hard time to make the information 

timely and up to date. The inventory levels are not updated automatically, and alerts are not 

installed when the inventory levels at the WH drop below the ROP. If this had been 

implemented Meda Sweden could increase their delivery performance to their substituting 

companies and a more efficient and effective manner. In addition if both Meda Sweden and 

Meda Norway had installed APS- systems that could provide ATP, the allocated inventory 

would be ensured to the specific customer and they would receive the information of when the 

order would arrive and what it entails. Then order mistakes and OOS would be reviled earlier, 

registered and coped with accordingly. Meda Norway‟s customers are still using fax to 

register their orders, here they should link up an IOS and send it with help of EDI or to log in 

to an extranet, there the customer could achieve information regarding inventory and 

replenishment dates. In addition then Meda Norway could easily access and take in to account 

their customers inventories and then take proactive actions at an early stage to ensure supply 

based on their customers order patterns and inventory levels. If the processes of information 

sharing are not in place, there will not be any benefits of the implemented technology, thereby 

a waste of valuable resources like men, money and time, and in some instances can even 

distort the information sharing and stock control even more (Pedersen & Brumoen,2011). 

 Final comments and concluding remarks at this section has emphasised that 

information sharing is a precondition for increasing the collaboration, the technology is not, 

it is meant for speeding up the processes and making it more efficient (Danese,2006b).      

5.3. Closing the Lead Time gap: 
One of the biggest implications for production and wholesaling companies is that the 

gap between the companies‟ procurement-, manufacturing and delivery- time is longer than 

the maximum LT a customer can wait for its products after ordering. The order cycle of the 

customer is the time span that the customer is willing to wait for receiving the product. 

Usually the only way of coping with the LT gap; the time between sourcing, production and 
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delivery to order fulfilment is by carrying inventory to absorb the risk. To be able to build up 

the proper inventory, the organisations often turn to forecasting methods. One problem here is 

that the forecast is always wrong, leading to either stocking too little or too much. Newer 

findings suggest that it is far more effective to try to minimise the lead-time gap than to try to 

forecast the inventory required to cope with it. In a perfect world, there is a match between the 

customer‟s requirements within order cycles and the organisations logistics LT. This can be 

done in two ways, from a demand perspective and a supply perspective; (Christopher, 2011)  

1. Supply perspective: „shortening the end- to- end pipeline time‟ a) reduce the LT of 

the procurement is often the most preferable one. Suppliers favour increasing their LT to their 

customers to hedge themselves against OOS. b) The manufacturing process can be reduced by 

managing the capacity, this can be done in three different ways; 1. Time flexibility from 

workforce, increase shifts from two to three. 2. Use of seasonal workforce to increase capacity 

during peaks of demand. 3. Use of subcontracting and or dual facilities, there other production 

facilities that have not utilised their capacity can absorb some of the excess demand. The two 

first alternatives are the most common, but overtime- and seasonal- labour are often really 

expensive. There is also a fourth way of managing capacity, that is by designing product 

flexibility into the production process, this can only be implemented if the increase and 

decline of demand for specific products are complimentary and that the machines are capable 

to be flexible (Chopra & Meindl,2007). c) The delivery time of the finished product can be 

decreased - this has a perfect correlation and trade off between, speed, cost and reach.  

2. Demand perspective; achieve an improved visibility of demand. By increasing the 

customer‟s order cycle or pushing the customer order decoupling point (CODP) higher 

upstream i.e. knowing the demand at an earlier stage in the process will improve the 

organisations ability to deliver effectively and efficiently. The two most common problems 

with demand is that the point where the company receive the demand is often situated too far 

down stream at the end consumer, and the real demand is not then presented upstream but the 

order batches. This distortion and delay of vital information for the upstream participants of 

the chain escalades the supply and demand synchronisation even more. It is argued that the 

OPP occurs where actual demand meets the planned. From this point and further upstream the 

chain is driven by and base their production and procurement on planned and forecasted 

demand. It is in most instances only downstream from the CODP that are able to respond to 

actual customer demand and not purchase batches. In an ideal world everything is demand 

driven and not sourced, stored, manufactured or shipped if it is not actual customer 

requirements. What would have benefitted the upstream participants of the chain is if they had 
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get hold of the actual usage pattern of their downstream participants, and no the intermittent 

order batches (Christopher, 2011). 

Further on, problems that often occurs at manufacturing companies is that they 

continuously have to balance the „Supply chain Fulcrum‟, the balance between demand, 

inventory and production capacity. With regards to serving required demand the organisation 

have to take in to account the PLC and their production constraints. If they cannot increase 

their production capacity they have to build up a safety inventory, but this is not wise if the 

particular products has a short PLC, i.e. a high risk of obsolescence. In many cases the most 

profitable a organisation can do if it cannot increase their supply of goods, is by delaying their 

demand, but here again it is a fine trade off by delaying a order and by losing the customer. 

The ultimate goal is to move the fulcrum (the point we source/procure/ship) closer to the end 

consumer and ultimately a make-to-order strategy is achieve instead of the more classical 

make-to-stock strategy.    

Figure 14 The Lead- Time gap of the companies 

 

The implications of pushing the CODP further upstream or by receiving it at an earlier 

stage in the process is that much in many instances Jotun only receives the order in a 2 days‟ 

notice. Due to the high prices of docking, the ship-owners decide when they want to dock 

only a week before when they do not have that much to do (Glenne, 2011). The capacity 

management of Jotun‟s production is depended on the input time of RMs, the operating and 

production time as well as the outbound logistics by shipping the FGs to the end consumer, 

the sum of this is also called the performance rate of the operations (Slack, et.al. 2009. Pp251-

255). Jotun do not have a high mismatch of capacity, they have a short downtime when 

changing from one product to another, and thereby have a high flexibility when it comes to 
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their production. Even if in the segment of Marine and coatings there are many unpredictable 

variations in production, the manufacturing time is relatively short so it will not affect the 

chains ability to that extent to deliver. In addition Jotun can increase their utilisation by 

increasing production to cope with peaks in demand in high season for their segment Deco 

(Slack, et.al. 2009, Pp251-255; Glenne, 2011a). Jotun‟s problems lies with the procurement 

processes, the LT from the RM is ordered to it is delivered are too long. Jotun can solve this 

in three ways; 1) holding more inventory to be able to be as flexible as possible to meet 

customer demand, 2) increase the customer order cycle by giving some degrees of incentives 

for customer who order earlier, or provide them at least with a RFI or RFQ so they have a 

possibility to anticipate what may happen in the future, or 3) reducing the procurement 

process by forcing or at least advocating to their suppliers the importance of holding some 

inventory to meet Jotun‟s demand. If this strategy is implemented Jotun must provide their 

suppliers with their future orders and anticipated demand. There have to be a balance between 

who is holding the inventory, a degree of VMI should be implemented. If Jotun continuously 

inform its suppliers of inventory levels and future orders, then their supplier can start the 

process of extracting/creating the RM and the procurement process will decline.  

When it comes to PKS‟s processes, they also have a bottleneck at the procurement 

process, it has to be noted that it is not that severe as in the example as Jotun, since at their 

S&B department their supplier often stock a lot of their goods, thereby the LT is reduced from 

4 months to 1 week. They still have this problem when it comes to their furniture department: 

here they have to use old sales data to estimate how much they have to order for inventory. It 

is noteworthy that all their supplier are situated in Europe; France and Italy, and still they 

have a 4 month order time. Their manufacturing process is not long, and their breaking bulk 

and repackaging takes at maximum 2 days. Further on outbound logistics is not a bottleneck 

for PKS, there is no experienced constraints with regards to maximum outbound and the time 

to end destination of maximum of 5 days must be classified as more than sufficient. To sum it 

up; PKS has a potential bottleneck if their suppliers do not deliver on time, thereby the power 

dependency and negotiation power declines at the S&B department, at the furniture 

department this is a major problem that has to be dealt with to ensure a smooth flow, that is 

why a goal for PKS is to receive the seasonal orders from their customers at a earlier stage; 

then the less disruptions will be gained for PKS and the customers will receive their goods at 

an earlier time with less shipping fees, thereby a lower total cost paid (Blankert,2011a;2011b). 

The LT- gap that Meda is experiencing is of developing characteristics; at present 

moment they are able to supply their customers within the LT of 1 week. As the model show 
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it is not the breaking bulk or repackaging that is neither most time consuming, nor the 

procurement process if it manufactured, the problem lies within the area when the suppliers 

have not made the pharmaceuticals. In most situations Meda‟s DC are carrying the required 

inventory, at these situations the processes required to ship the goods with an outbound 

logistics LT can be reduced to a maximum of 2 days. The delays they are experiencing are 

due to slow internal processes and lack of efficient and effective order routines. The problems 

occur when Meda‟s DC run OOS, if the producer has made the order batch the LT is 1 week, 

thereby increased to 2 weeks logistics LT. If they have not produced it, the total Logistics LT 

can be as long as 4, 5 months, depending on how slow the internal processes at the DC is. In 

relation to supplier pressure and collaboration; Meda AS and AB have to increase their 

information sharing with their suppliers so they have access to future orders. If the suppliers 

had access to Meda‟s inventory levels, replenishment policies, forecasts and future orders, 

they could start producing the pharmaceuticals at an earlier stage before the order is placed, or 

at least have an estimate of what will happen. The author will argue that it will be impossible 

to achieve a full collaboration from the Pharmaceutical suppliers to the pharmacies with 

regards to inventory and future demand, but there should not be any problem that Meda AS is 

completely linked up with and IOS with Meda AB thereby sharing all required information. 

Looking one tier higher upstream in the SC, if Meda AB are introducing a VMI with their 

suppliers, and thereby receives orders, inventory levels and future demand on an aggregated 

level from all the different regions, they would be more equipped to successfully meet 

demand, and produce and deliver enough products. The starting point have to be when The 

DC has the goods on stock and inform Meda of this, the maximum LT then have to be the 

outbound logistics: from Norway to Sweden, depending on the routing, this should not take 

longer than 2 days. 4 days in total when adding on 2 days at the internal processes for filling 

the trucks (Pedersen & Brumoen, 2011).       

5.4. Generic supply chain strategies: 
Type of strategy recommended, depends on both the product and the industry they 

work in. After assessing the primary research it may be concluded to categorise the products 

accordingly to model “Generic SC strategies”. In industries that are represented by varying 

PLCs, demanding customers, long LT, short delivery times, high materials costs and risk of 

obsolescence, it is essential for the companies to analyse their markets and be able to pinpoint 

the most severe variables they have to adapt to, to be able to serve their markets efficient and 

effectively in a responsive matter. The products have to be positioned in accordance to their 
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different supply and demand characteristics. The supply characteristics are the LT of the RM 

to the manufacturer, the production LT at the manufacturer, and the LT from the wholesaler‟s 

suppliers and to the agreed upon DCs. The demand characteristics are both the variation of 

amount and production mix. In the setting of Jotun Deco, the problems are more of the 

amount delivered than the production mix due to the postponement of the final colouring is 

done at the retailers and not at the production site. Jotun Marine and Coating has problems 

with the high variation of both amount and specifications. In all 3 segments they are 

struggling with supply of their RM to match the future demand since not enough data is 

available when needed (Glenne, 2011a). Meda has a more steady demand pattern with regards 

to both amount and volume-mix, with a slight increase at the end of the year. They also 

struggle with the reality if their DC run OOS, the length of the LT can have severe 

consequences (Pedersen & Brumoen, 2011). PKS interior lack knowledge with regards to 

customer demand and short delivery times, their industry segment strives with the risk of 

OOS and long LT from their suppliers. It is clear that there are several variables both from a 

demand- and a supply- perspective that have to be taken in to account before deciding on a 

strategy. Several products may have overlapping strategies in accordance to the “Generic SC 

strategies mode”, so the company has to decide which fits (Christopher, 2011).   

 

Figure 15 Generic SC strategies applied 

The strategies have to match both the supply and demand characteristics. The 3 

different industries that is research they are all represented by a great variety in product 

specifications and a medium to short PLC. It is the long LTs that of Jotun‟s products due to 

their RM suppliers that causes the biggest problems to efficiently meet customer 
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requirements, Meda; is struggling with the same risks of disruptions when the DC run OOS, 

and when the goods are stocked, these are sometimes prioritised and allocated to other 

customers. At PKS it is the interior segment that causes the most problem in addition to the 

risk of long LT due to OOS from its supplier in addition to long LT of glass. (Blankert, 

2011a; 2011b; Glenne, 2011a; 2011b; Pedersen and Brumoen, 2011).  

  With regards to the aspect of being as „Lean‟ as possible, the industries researched in 

this thesis will have a hard time striving towards the goal of Just-In-Time (JIT), due to the fact 

of their too long LTs, and too short order cycle times (Glenne,2011a; Christopher, 2011). For 

Jotun‟s Marine and Coating segment, which is represented by long LTs and unpredictable 

demand, the first priority must be to try to reduce the LT. The problem is not the LT of 

production or outbound logistics, but the inbound logistics in form of RM. Even if it is costly, 

they have to keep stocking their strategic WHs to be able to meet the demand of tailored 

products with short order cycles. The aspect Jotun can advocate to their customers is to 

promote the importance of early orders, the earlier they receive their orders, even if it is just a 

rough forecast from their customers, it is better than not knowing anything (Glenne, 2011a). 

The investment specific cost of this increased relationship do not need to be high eider, 

Danese (2006a) emphasise that the tiers of the chain can increase their relationship without 

high-tech solutions and investments. It can be as simple as an email 2 weeks in advance where 

the ship-owner or its intermediary communicate that last time we docked we used these 

specific products, and most likely we will need the same amount and product mix again. Even 

if this information is not 100% correct, it is better than no information. This will benefit 

everyone in the chain by closing the lead-time gap, Jotun will increase their OTIF at a more 

efficient level, and their customers will receive their goods when they need it in many cases 

cheaper due to the fact that if Jotun has not stocked the urgent products, it is their customers 

that have to pay for the fast mode of transportation, which in most cases are really expensive 

(Glenne, 2011a).  Further on Jotun‟s Deco segment can in many instances be categorised as 

having a relatively stable demand pattern from its customers, it is thereby essential that Jotun 

at an early stage communicate to their suppliers of required RM what the future demand will 

be. Even if this is based on previous orders, it gives Jotun an indicator of how much RM they 

will need at least for one of their departments. If this is achieved they can implement a 

continuous replenishment at this segment, they can allocate resources to where they have 

more problems and the criticality is higher; at Marine and Coating. 

For the SC to be as responsible as possible to be able to meet the intermittent demand 

from Jotun‟s Marine segment, the inventory has to be deployed as close as possible to the end 
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consumer and travels as fast as possible at the upstream part of the chain to be able to 

replenish the downstream stocks (Slack, et.al. 2010).     

AT PKS they are trying to implement several strategies to ensure supply of their goods 

and components. There they have to allocate to some extent different strategies at a 

disaggregated level for the different segments. With regards to their S&B for their private 

customers, it can be characterised as a relatively predictable demand. They know that they 

will receive a lot of order between May to July, most of the orders are simple rails with glass-

clamps for „normal‟ terraces, and the size of the projects do not vary that much. The 

aggregated level of this private segment counts for approximately 10% of the total revenue 

(Blankert 2011a; 2011b). Here they know that it will be an increase in demand of the most 

„ordinary‟ components so they have then time to Plan and optimise their supply strategy in 

accordance with estimated seasonal demand. At PKS‟s professional segment, there is a two- 

folded situation, the requirements from the customers become much more customised, the 

orders at a disaggregated level are hard to estimate, and the volumes required are large. The 

positive aspect with this segment is that before receiving these orders, they receive a RFQ 

from their customers and there they can start to plan and to source the required goods. Often 

the majority of the manufacturing needed for the project comes from standardised 

components, and a smaller percentage is tailor-made. Then PKS can pre-order the entire 

standardised component- portfolio at the RFQ- level since they can use these components on 

other project if they do not receive this project. Then they ensure component availability 

while minimising the risk of obsolescence. The supply characteristics of S&B are 

characterised as long and the 4 month stock out LT are analysed for a worst case scenario 

instead of relying on that their suppliers have everything on stock all time with a LT on 1 

week. On the parts that have the highest turnover, which PKS knows that their suppliers have 

the tendency to stock, they should continue with their weekly orders to fill their stocks at a 

desired level. With regards to the interior department, PKS should firs look into why the LT 

of the standard assortment of tables and chairs are that long. PKS can either store more in 

inventory or they can start looking after suppliers with shorter delivery LT which fulfil their 

supplier characteristics- criteria. 

Meda‟s S&D characteristics in theory should not cause that much problems; relatively 

steady demand with low fluctuations, and procurement LT of 1 week if the products are 

produced. The demand experienced some fluctuations when the pharmacies are having 

promotional activities; then Meda is experiencing problems due to too low inventory levels 

available. The author argues that Meda has a steady demand with a long LT of supply. The 
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strategy that is essential to implement then is „plan and optimise‟. To be able to do this, both 

Meda AB and their suppliers have to take in to account Meda Norway‟s future demand and 

the promotional activities of their customers to be able to supply it efficiently. In context with 

this, the author of the thesis has also characterised the product portfolio as having a steady 

demand, and a short LT. The short LT can be argued when the Meda‟s DC has the goods on 

stock. In both instances, unconditionally of long or short LT, the replenishment policies 

should continually be replenished after demand, this task should not be that complex when 

there are not that many products to manage or fluctuating. The plan and optimise strategy 

should be implemented when the pharmacies are planning to have promotions that will lead to 

increased demand. To not run OOS, they have to inform their suppliers about this so they can 

increase their production and thereby their possibility to supply. To sum up: Meda continually 

replenish goods to the DC, and when they receive the information about promotions; plan and 

optimise to build up inventories accordingly. The one area that are the sole origin of 

disruptions at Meda is the lack of information from Meda‟s DC in Sweden and their suppliers, 

when the amount is fluctuation, if this information is in place, they would avoid OOS. The 

one negative aspect of this in context with the production LT of 4 weeks of the suppliers is 

that they have to carry some more inventories during the promotion. The positive aspect is 

that when the suppliers receive this information at an early stage; they can use excess 

production capacity and thereby achieve a steady and efficient production schedule.         

 Due to the short order fulfilment time and the long LT, the task of demand planning is 

essential; “Making sure that products can be made available at the right time and place” 

(Christopher, 2011. P89).   

 A big problem and the one that often is the origin of the mismatch of supply and the 

demand are the various chains‟ bottlenecks. The bottleneck is the process in the chain that is 

the slowest or has the most constraints. In many manufacturing industries it may be the 

production capacity and in warehousing it is often the outbound logistics or the physical 

capacity of storage. Other research has proven that it may as well be the order processing due 

to the slow or distorted information flow that is the root cause of all the problems. The focus 

therefore have to lie at the bottleneck processes, it is not necessary to improve the other 

processes even more, then this would often lead to higher inventory (Christopher, 2011).  



78 
 

6. Improvements at the companies: 
 At this section potential improvement area of the tree companies in question will be 

elaborated with the goal of ensuring a smoother flow of goods, less disruptions, increase 

information sharing, while being profitable  

6.1. Improvements at Jotun AS:        

 If Jotun‟s RM suppliers would receive some BI regarding demand pattern of the end 

consumers or actual sale, they would most likely be able to start their production and 

extraction of their RM, then the LT from the RM suppliers to Jotun would decline, and the 

chain as a whole would be able to be more agile in meeting customer requirements more 

efficient, effective, and perhaps most importantly faster. To be able to reduce the biggest 

bottleneck of Jotun‟s chain that is the long LT of RM, they can execute some tactical 

decisions; first and foremost they have to communicate to their RM supplier what they may 

need in the future after pre-orders, even of these are only on a RFI- level. Second, they must 

use some time and resources to gather, order, and structure their old demand history to their 

customers, together with their suppliers‟ old delivery history to them. If they use this as a 

basis they will have a better BI to anticipate future demand. Third, Jotun must start to demand 

more from their suppliers, even if Jotun in many instances is not the sole customer, they have 

to demand that their suppliers start to hold some inventory, not postpone the extraction and 

production until Jotun order. It is understandable that Jotun‟s supplier cannot have everything 

on stock, all time, but they have to start a MTS philosophy instead of MTO all the time.     

 Further on, when it comes to the issue of coping with the lacking knowledge of future 

demand in the Marine segment, Jotun have to start collecting or at least structure the 

information regarding their customers‟ previous purchase. If they can easily access what the 

different fleets bought last time, what amount and at which harbour, they can make a better 

estimation compared to what they can at present situation. 

 Third recommendation Jotun should look in to and start to improve is their inventory 

levels at their different WHs worldwide. Even if this requires recourses it will in the long run 

gain them. At present moment the lack of inventory control has led to disruptions in supply, 

OOS and thereby high logistical costs to be able to supply their customers. The author of the 

paper is in the perception that since the labour cost is much lower in many of the countries 

Jotun operates within compared to the investment in high technological IS, they should 

thereby allocate some employees at each DC to physically count the stocks every second- 

week and communicate this to Jotun‟s headquarters with help of a low- tech media i.e. e- mail 
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or fax. Concluding remarks with regards to inventory is that Jotun and its WHs worldwide 

have to develop from a transactional, communication relationship to a limited collaboration 

that is called coordination. If they do this they can execute a VMI approach there the 

headquarters have more control over the inventory. If successful they can start sharing the 

point of sales data on a more short term basis that is called ECR in a cooperation- 

relationship. Even if these strategies traditionally has to some extent a certain precondition of 

implementing high-tech IT systems, this is not recommended in Jotun‟s case due to the their 

immature DCs and low labour cost. They have a perfect possibility to increase the level of 

information shared at a minimum of cost, without investing in heavy technology, which will 

in the medium- to long- run save them shipping costs and reduce their OOS. Information 

sharing is a precondition for increased collaboration, technology is not. A potential pathway 

will be to implement an IOS with their 7-8 brokers at the Deco segment; this will reduce 

transaction cost and increase efficiency and effectiveness with more reliable data and 

inventory levels, as well as increased BI.      

6.2. Improvements at Meda AS: 

Med have to start to implement the process of informing their customers with regards to 

the order status. Even if they on a daily basis do not require this, these processes would 

benefit them when OOS or other related disruptions occur. There are too much inconsistency 

in both order- and delivery- processes at present moment, this leads to a lot of unnecessary 

work for the employees. ATP- processes and routines have to be implemented, when 

disruptions occur; all the involved parties will get the information they need and Meda will 

not lose their brand recognition.   

Even if Meda is sharing some information with their customers of inventory levels and 

replenishment policies, they are in a perfect position to move from communicational 

relationship to limited collaboration and ECR. Meda‟s 3 largest customers account for 80 % 

of their revenue, if they had linked up the customers IS with their own, they could have full 

access to inventory levels, replenishment policies and future orders, in addition all orders 

could be done automatic and with help from EDI. Then manual processes with risks for 

disruptions had been reduced and the order time would also decrease. In addition alerts on 

both their suppliers‟ and customers‟ SS could be implemented so Meda would achieve the 

highly vital information at once. 

They must also start demanding more from their suppliers inform of shared information, 

and timeliness of it. It is not acceptable that there is 3 week delay in the data they receive and 
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base their ATP and order at, it have to be updated continuously. Meda should demand as a 

minimum requirement that they have access to their suppliers‟ inventory levels and 

production batches so they can further on inform their customers if there is an OOS, and then 

when the goods will arrive.  

In addition expanding the collaboration further downstream when the customers are 

planning to have promotional activities Meda has to take part in this at an early stage and then 

being able to supply them accordingly more efficient. There can not only bee information 

shared between Meda and its suppliers, and Meda and its customers, the same information 

have to flow through all the tiers. In these situations and then coping with their biggest 

problem, are their suppliers. When Meda Norway has this vital BI of future promotions and 

increase in demand, Meda Sweden has to take this in to account and serve Meda sufficiently.  

6.3.  Improvements at PKS AS:  
 For PKS to be able to improve their synchronisation and increase their profitability 

some actions can be executed.  The first thing they have to look at is why their LT at the 

furniture department is that long even if they are situated in Europe. A lot of their orders are 

of their standardised components, and this should PKS demand or at least pressure their 

suppliers to stock. It is understandable special orders have to be manufactured, but not the 

standardised goods. If it is not possible to pressure the suppliers to speed up the procurement 

process, then PKS should try to expand the order cycle, thereby receive the orders for the 

customers at an earlier stage. The easiest way to achieve this is by increase the promotional 

activities in comparison with the LT of the suppliers, with price incentives for early orders. 

Then PKS will achieve a smoother demand-curve instead of that everything is centralised 

between May to July.  

 At their S&B department a starting point can be to emphasise on the cost transaction 

costs saved by Q-railing if they offer PKS to share the same IS as they have. If Q-railing and 

PKS had shared the same IS system, they could implement alerts with automatic 

replenishment policies with predefined order batches when the inventory levels drop below 

the ROP. It is understandable that since the supplier has a lot of power over PKS and the 

supply of goods, they cannot neglect the information sharing aspect with their suppliers. It 

came to the author‟s attention that after an order is registered at their IS and started 

manufacturing, if the case is then that the required component is OOS, then this should appear 

on the sales-clerks screens so they can inform the customer when the good will arrive and 

when they can expect to receive their ordered goods. Too much time and resources are spent 
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on angry customers who are calling every second-day and asking when their goods will 

arrive, and then the sales-clerks must bother the WH chiefs and manufacturing team. It can 

not only be a one way communication between the sale-force and the WH. Routines should be 

implemented that each day, they register at a list at the office how the progress is going on the 

developing projects, and then given to the administration so they can view this in the next 

morning. When these routines are established, then this could be registered at the Visma CRM 

that PKS is using. When a customer is calling and want to know the status of the project they 

will receive a proper answer. The benefit of PKS is that they have a fixed delivery time of 14 

days, therefore this need only to be implemented when the due date will be exceeded. Another 

benefit by implementing this „customer service alert‟ by progress of the manufacturing is that 

they can inform their customers at an earlier stage, customer satisfaction is assured, and 

reduced need for implementing an extra shift, which will reduce their profitability. To sum up 

the recommendations; by informing the administration thereby the customer, better visibility 

of the internal processes are achieved and more steady production processes accomplished 

with lower production costs.         

 A new sourcing strategy that PKS should implement at their professional segment is 

reaping the benefits of their postponement strategy and their modular components. Even if 

they work in an ETO industry with a lot of tailored products especially in their glass 

department, they could push their OPP higher upstream. When PKS receive a RFQ, and 

Blankert (2011a) states that they only receive 1/10 jobs, they could use this as an estimation 

for filling their stock. As argued earlier the majority of PKS components are standardised and 

modular, and it is also stated that they have an average of 14 days LT of answering the RFQ. 

If they each 14
th

 day had looked over all their potential jobs and analysed which products and 

components are their core assortment, aggregate this amount, then to keep the inventories as 

low as possible while responsive; divide the amount on 5-10. The new components which are 

ordered that has some uncertainty connected to it, will always serve a purpose at another 

project if not used at the original one. By connecting the postponement in manufacturing with 

its sourcing strategy they can achieve both efficient and flexible processes i.e. agility.    
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7. Common problem areas and potential learning’s from other 

industries: 
 After assessing and collecting information of all 3 companies some concluding 

remarks can be made. They have all problems with their supply; the LT of their inbound RM 

or products is causing the chains‟ processes to stop. More pressure should be implemented at 

the suppliers. All three companies counts for a relatively large share of their suppliers‟ 

revenue and should start to take advantage of this. 

 Jotun or its suppliers can learn from PKS‟s suppliers when it comes to collecting BI in 

form of future demand and by holding stock to reduce its LT. Some communicated future 

demand between Jotun and its suppliers are better than nothing. The demand pattern of 

especially Jotun‟s marine and protective are quite similar as PKS‟s professional industry; 

project based. Here they have a relatively short LT and they are depended on that they have 

the right products on stock at the right time. The aspect PKS is benefitting from is that they 

have already collected the RFQ, so they have some information regarding what will be 

needed, but they also have some variations of what may actually be needed when the 

assembly starts. Jotun can learn from this and emphasise to their largest fleet-owners that even 

if they are not planning to dry-dock the ship at once, they could send in the information on 

what they most likely will need and at what location. Even if this is not a perfect fit, then at 

least the one DC in The Middle-East has the possibilities to check this RFI/RFQ compared to 

its inventories and then are able to order from Jotun what they may not have. Then they will 

increase their CSL while keeping their logistical costs at a profitable level. Even if it is stated 

that Jotun has collected previous customer information of their previous demand, this has to 

be stored and communicated both centrally at Jotun‟s head quarters and at their DCs.    

PKS interior can learn from Jotun deco how to cope with their large seasonal peaks. 

When Jotun before each season gives its largest customers the possibility to pre-order what 

they need for the season at a discounted price, they receive the orders earlier and can then 

inform their suppliers. It has to be mentioned that PKS do not have 5-6 large intermediaries 

that trade on the behalf for many of their smaller customers, but in the restaurant, bar and 

hotel- industry there are several forums and industry- collaborations and groups which a lot of 

them are members in. If thereby PKS had contacted these forums or groups earlier, they 

would have reduced the lumpiness of the demand peak. Another perhaps more feasible 

strategy would be to be more time focussed with regards to their advertisement. PKS are good 

at promotions and information, but if they had been more timely targeted, thereby had an 

promotional outburst in late February or early April with discounted prices, then there would 
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achieve a more steady flow of orders from the large hotel- groups and then be better suited to 

cope with the demand from the smaller restaurants and bars. 

 Meda has the same problems as the above mentioned companies; they are striving 

with long inbound LT if their DCs run OOS and short LT. At present moment Meda‟s 

customers has been satisfied with 1 week, but this is decreasing to between 2-4 days. To be 

able to serve the customers more efficiently, Meda has to be provided with the vital 

information that Meda Sweden has upstream; inventory levels, available inventory, 

replenishment policies, and production batches and routines upstream. Meda reap learning‟s 

from Jotun at the area of customer collaboration and relationship. By investing in an IS 

system, or connect to already existing IS within an IOS or extranet, the orders can be done 

automatically thereby reducing transactional cost and avoid human errors in the orders. 

Further by here Meda can increase their BI by having access to their customers‟ inventory 

levels, their demand patterns, and planned future promotions. By doing so more proactive 

information is achieved and a more steady demand pattern and early information flows will be 

the outcomes. 

8. Concluding remarks:  
There are several concluding remarks that can be assessed at the end of this thesis, 

after researching the 3 chosen companies, its business practice, its synchronisation issues, 

bottlenecks and how they try to cope with it some concluding remarks in context with the 

thesis research questions can be answered: The major implication that occur for the research‟s 

upstream participants and can be stated as an common denominator of their synchronisation 

problems are the long LTs of supplies. This situation leads to increased risk of supply thereby 

the companies are not able to meet their customers demand at a profitable level. Further on 

the power-relationship and negotiation power of the FC‟s in comparison with their suppliers 

are weak, a result of this the FC‟s are not able to affect their delivery terms. In addition their 

position in the chain affects their view of customer demand, since in most cases they are only 

presented with aggregated order batches and not actual demand. Lastly, related with long LT, 

their problems are further increased due to extremely short delivery requirements from their 

customers.   

It is clear that increased collaboration and thereby sharing vital information would 

benefit the participants. The major benefits of collaboration would be achieved between the 

FCs and their supplier. Shared information among this collaboration with regards to inventory 

levels and future demand, better control over inventories and customer preferences would be 
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achieved, thereby the suppliers‟ process of sourcing the RM or supplying the required goods 

could be started before OOS and the LTs would decrease drastically. The information will 

then be timelier and better information would be achieved with regards to both supply and 

demand. This will contribute to a smoother flow inbound, internally and outbound. Correct 

amount of resources will be allocated to the most important processes; a result of this is less 

waste and better profitability. Further on by moving from transactional to collaborative 

relationship with their largest customers would also benefit all the companies, by making 

order automatic and increase their BI of demand characteristics, not just order batches and 

inventory levels, then they all could work proactive and be more prepared for future orders, 

which they know will come and the amount. Clear benefit schemes and shared goals have to 

be agreed upon and shared for everyone to be satisfied and reap the maximum benefits of the 

collaboration. 

IT and IS will help the companies to increase their synchronisation and information 

sharing while reducing the transaction cost by doing it automatic. A noteworthy remark that 

has to be mentioned is that even if it is feasible to implement the IS, the chain‟s participant 

may not be ready and have developed proper processes for collecting and assessing the data. 

Another area that has to be noted with regards to IS investments, is that it requires a lot of 

resources in time, people and probably most importantly money. This paper has showed that 

in certain industries and geographies it is not beneficial to heavily invest in IS and IT systems 

just for the cause of it. IT will help optimise routing and delivery batches within wholesaling 

and outbound logistics in manufacturing to ensure as cost efficient delivery as possible. In 

addition available inventory for the different departments and demand history and 

replenishment policies can be communicated, made automatic, and optimised. By linking up 

with their largest customers and suppliers there they have a large volume of orders, 

transaction costs as well as order-errors will decrease and made more efficient and effective.   

Lastly section 6 and 7 of this thesis has shown that there are many common 

implications that occur at the different companies and they can learn from each other by 

adapting their processes with especially the area of information sharing. A noteworthy point is 

that even if they can adapt each other data collection, information processes, and level of 

collaboration, it can only be done to some extent since it is vital that the different processes 

required for success has to be tailored to be fitted to the different industries. 

Final remarks of this conclusion are that even if the problems of the upstream 

participants of the various chains vary in criticality, it is fair to say that the problem areas and 

its origins that occur are the same. On the basis of this the author of this thesis will argue that 
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the statement presented in the beginning of the thesis is defended; “The synchronisation 

implications and other related upstream SC problems are similar and originates from the 

same organ, independent of industry, size and structure of the organisation”   

9. Further research: 
 There are some limitations with regards to scale, scope and potential validity in this 

thesis that could be the origin for further research. A good starting point would be to look in 

to similar companies in the same industries to determine if the findings at the 3 different 

companies are representative for the industry. The second area of further research would be 

too look in to the companies‟ suppliers and research what their bottlenecks and 

synchronisation issues was, what information they would find beneficial, and in addition then 

to be able to pinpoint the source of the long LTs that all the companies has problems with. 

The third and final area that would be interesting to look further in to is an in depth analysis of 

what the spin off effect of the disruptions occurring upstream is on the FC‟s customers in the 

area of lost sales and OOS. Lastly a fascinating approach could be to investigate if there has 

been done similar research previously, if this is the case; compare it to this thesis. This is 

important to do further validate this thesis, since even if this is an academic research paper, 

the author of this paper may in some instances be of a bias nature.      
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11. Appendices: 

11.1. Appendix 1: Rough proposal master thesis: 
 

Rough proposal master thesis 
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Proposal:  

What level of collaboration and information has to be in place for the upstream participants of the 

supply chain to be able to synchronies and coordinate their flows and avoid disruptions? 

- What are the most common problems and implications in the upstream Supply Chain? 

- How can increased information sharing and collaboration contribute to avoid SC disruptions? 

- How can Information Technology and Information systems increase the participants of the SC‟s 

efficiency and effectiveness? 

- Are there any common denominators with regards to the problem areas of the chains, and how are 

the different companies solve these problems independent of industry?  

- Can the different chains increase their synchronisation of goods by adapt to the ways the other 

industries are tackling their problems?    

 

- Information and relationship levels regarding inventory, order processing, production and 

transportation.  What, amount and how – connected to IS, IT and processes. 

- What are the results of lack of information (costs, OOS, penalty, lost customers, on time 

deliveries, common disruptions). Used to emphasise importance. 

- Which customers/suppliers should (or not) resources and collaboration be focused.  

 

- Theoretical anchoring; there suppliers, manufacturers and wholesalers are researched within 

different industries.   

- Strategic to tactical approach.  

- Compare and contrast answers from 2-3 different industries; are there any common denominators 

with regards to problems, preconditions and solutions?  

 

- Start off presenting the industry characteristics that the different companies operates within, 

together with a company presentation. 

- Interview participants: SC- manager, procurement manager, Ware house- manager (if they have 

one), there IS- people and if possible their largest customer. They I get hold of.  

Try to look at the most common SC problems upstream and what levels of collaboration have to be in 

place to avoid or reduce these. 

11.2. Appendix 2: ICT and Collaboration: 
Relationship between ICT degree of sophistication, depth of collaboration and number of 

interacting units. (Danese, 2006b) 
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11.3 Appendix 3: Level of relationships and information shared. 

(Christiansen,2010a; Premkumar, 2000).  
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11.4. Obstacles of VMI adoption:  
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Model 1, source: Subroto, R. and Sivakumar, K. (2010), “Innovation generation in upstream 

and downstream business relationships”, Journal of business research. Vol.63. issue 12, pp. 

1356-1363. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

12. Transcripts:  
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12.1. Transcript #1, Glenne #1  

Interview Carl Christian Glenne, Logistics manager Jotun A/S 23.02. 11. Specialist 

within the area of Supply Chain and Logistics Networks 

Interview duration: 01.53.57. Time used on translation and transcription: 12,5h  

Carl Christian: A brief introduction of my career in Jotun: I started as an international 

trainee within logistics, then I entered a 18 month long program there first and foremost I 

were situated at the head quarters here in Sandefjord, with 2 assignments abroad; one in 

England and one in China. After I completed my 18 month long trainee program I received 

the position as SC Assistant Manager, which I had for 9 months, and then received the 

position as Logistics manager.     

Carl Christian: I can start with a brief introduction of the company‟s market situation. 

Currently 15-20% of the turnover is still in Norway, while the rest is abroad. We have 

approximately 7000 to 7500 employees abroad that are rapidly increasing with an all time 

high last year in form of employees and profits. Our benefit is our diversity in both markets 

and countries, despite the recession we were able to grow. The reason for this is due to the 

geographical markets with their market conditions and cycles vary a lot due to its disperse 

nature, and when one geographical market or area experiences a declining activity, another 

one is increasing. This becomes a natural hedge against the fluctuations in the market, even if 

this has not been a consequent action from our side, but merely a natural development there 

we saw possibilities of growth.  

Erlend: That is a really beneficial situation to be in, when you have diversified to the extent 

that you have done, the fluctuations will nullify each other and create a smoother demand 

pattern at an aggregated level.          

Carl Christian: Agree, even in a globalised world, we experience different market situations; 

Asia is still going strong even if Europe and the US are not. In addition we are also big when 

it comes to market- share in the Middle-East as well. It is this situation that has contributed to 

our situation today.       

- What are your most common coordination and synchronisation 

problems/implications, what do you do to try to avoid these? 

Carl Christian: I would argue that it is within the Marine business. That is the area were we 

experience the most pressure when it comes to the requirements of the customers. Within this 

area, the customers surprisingly lack professionalism when it comes to planning. When you 

have a boat that are ready for “Docking”, when they are going to repair and maintain it after 

several years on water, in many instances the “Docking” decision is made within a time 

window of only 2-5 days. There is a lot of speculations regarding this matter, this is large 

ships that makes a lot of money each day, to withdraw them from business in one week will 

cost the ship-owner thousands each hour in lost revenue, in addition it is really expensive to 

dock. When this docking decision is made, we receive an order of some general products they 

think they will need, what they actually will use they do not know before they have taken it 

off water. Not before that time they know what they will need. Then the ship owners have to 

make a fast status update on the required products and send us the order. If it is a large ship 

the quantity can exceed 2-3 40- feet containers of paint depending on size, but at least 1-2 

trucks with paint is not uncommon. If we receive this order really close to a docking, and we 

receive several of these orders we may experience some problems with the ability to deliver.  
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Carl Christian: The other aspect is what we call „Sea stock‟, which means when we are 

supplying some paint at one harbour that are sold to the various ships that sails through when 

they are delivering their goods or are refilling their supplies. Here we have some problems, 

because we never know what they may need. A result of this lack of information leads to that 

we have to have our whole assortment available all time or at least what we have classified as 

the „Core Marine Assortment‟ worldwide.  

Erlend: So you do not receive a heads up on their demanded orders?  That an old customer 

now needs to fill its supplies, and most likely need some paint?  

Carl Christian: That information do we often receive the same day they are at the harbour. 

The ships often have agents that work for the ship owners, it is they who calls us and place the 

order. The order then may only be 2 buckets of one sort of paint, 3 of another and 1 of 3
rd

 

product delivered at Durbin in South Africa. This can be a real challenge when the volumes of 

the orders may vary that tremendously, and the demand of the large order are really 

unpredictable and the smaller orders are unpredictable as well as often really expensive. This 

leads to really expensive shipping costs. In few words, these problems are the most 

demanding within this business. We do not know very much, and that is a reflection of how 

the processes are at the customers. We executed some training and information programs for 

our costumers so they would be more aware of how our processes work, what will benefit and 

work optimally best for them and us when it comes to the orders and its related costs, which 

harbours we know are expensive to deliver to that will lead to increased costs for both us and 

them. We try to help our customers to buy smarter so everyone are able to save money and 

achieve a maximal profit.  

Erlend: Who are carrying the logistical costs in a situation like that? 

Carl Christian: We have a framework that we operate within with regards to minimum 

quantity and costs charged. Who is paying the shipping fees vary with regards to the 

individual contracts the broker of the fleet have set up. If there is a German ship- owner, it is 

often a person in Germany that we deal the contracts with on the ship- owner‟s behalf. In 

most situations we invoice the individual broker.  

Erlend: That is understandable or the bottom line of the orders will vanish.  

Carl Christian: Yes, Marine is the segment that has had problems with its bottom line, they 

have made several actions to improve this. The marine segment accounts for approximately 

40% of our revenue model, so this has been one of our focus areas. There is approximately 5-

6 billion NOK they sell for in the Marine segment of our total revenue of approximately 13 

billion NOK.  

- How is your organizational structure and departments? 

Carl Christian: We have 4 segments and 4 departments. Segments; Marine, Protective, 

Powder, and Decorative. Department; Paints, Coatings, Powder, and Decorative. The marine 

revenue model is basically roughly speaking everything with a propeller; boats, barges, there 

are also some oils rigs that have a propeller, but it is not that many of those. Protective is 

everything else within the industrial paints that we sell, which covers; oil rigs, pipelines, 

refineries, power plants and infrastructure like bridges. It is categorised within Energy, HPI- 

Hydro Processing Industry, offshore, and infrastructure. For instance a growing sector now is 

within energy there we provide paint to windmills for example. HPI is the mentioned 

refineries, offshore is the oilrigs, infrastructure is bridges, roads, airports and buildings. 
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Powder is everything that has with painting of for example electric radiators. The dry powder 

is sprayed on a product that electricity is transferred through, then the powder statically get 

attached to the metal, then it is heated in a oven and the paint get melted on to the product. 

The largest market for paint in the world is car paint, and all car paint is powder. Within the 

segment of powder we got customer like Siemens, Bosch and Electrolux. Our largest 

customer of powder is actually a window-frame manufacturer. Decorative is pain for outdoor 

and indoor for both wood and concrete. 

Carl Christian: When it comes to the different departments or divisions it is divided not 

surprisingly Deco – deco, which is situated in Scandinavia, Coatings is all countries which 

have a majority of the marine and protective segments, which is in most cases Europe, China, 

Korea, and some others. Paints are also rest of the world in addition to the countries that has a 

majority of Deco as well. This is in most cases in the Middle- East and South- East Asia. So 

roughly speaking; Deco is Scandinavia, Powder is powder worldwide, Coatings and Paints are 

spread across the world. Before, 10 years ago Marine and Protective were one division, but 

since the Marine were not managed profitable, they wanted an increased focus within this 

field. 

Carl Christian: When final comments on the structure and the difficulties are mentioned, all 

the departments and segments are really demanding. We experience an increased pressure 

with regards to LTs and costs. When you are a global actor and you pressure the LTs, the 

costs increases. We always have to consider of we want to increase the production capacities, 

increase our stocks or organise faster, but more expensive shipments, or a combination of all. 

We have to cater for the uncertainty and it only a given amount of variations and possibilities 

you can choose between to absorb and reduce the uncertainty, and everything costs money. 

The more predictable the demand is the less uncertainty we have to cope with.        

- Of your different departments/product- areas, which one stands for the highest 

turnover (revenue & SKU), number of employees, customers, suppliers situated 

at each branch? – Do you have any data on this- or ranking? (More info than is 

given in annual report, 2009).         

Carl Christian: When it comes to the revenue models it is as I can remember at the top of my 

head; Marine 5 billions, Protective 2 billions, Powder 1 billion, and Deco 4 billions, in 

addition 1 billion spread across the different segments.                                 

- How would you characterize your demand pattern of your industry, why? Does it 

wary between the different departments/ geographies or portfolios? (smooth, 

seasonal, trend, erratic, intermittent, lumpy- fast moving/slow moving) 

Carl Christian: Here again it depends on the different departments, segments, and the 

geographical areas. Deco Scandinavia is really seasonal, in the summer between May and 

August we have the peak in demand. Marine and protective experiences less seasonality, it 

will have an increased trend throughout the year and a drop at the end, but a small peak in 

May, in the beginning of the summer. It is not completely flat, but in comparison to Deco it 

does not have the peaks at that segment, but it is a noticeable drop in December. It is not 

affected by the weather conditions, but it is more depended on the available resources and 

their started projects. 

Erlend: Even if there are in some instances large amounts sold, will you classify pants and 

coatings as a fast moving product? 
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Carl Christian: We operate with the term “inventory days” or “days of inventory”, in 

countries that we have substantial amount of revenue, we operate with approximately 5-6 

days worth of inventory. Especially in the Middle-East we are quite fast, but in other countries 

and areas, it is not uncommon that we may operate with between 60 – 70 days of inventory, 

which is not good. The variable that characterise these areas are „Coating- countries‟ and that 

they represent a low percentage of sales volume. A result of this is that they have to stock a 

large assortment, while the turnovers of the different product groups are relatively low.             

- How do you cope with the fluctuations in demand? 

Carl Christian: Like mentioned previously, the easiest thing we can do is to increase our 

stocks. It is a tactic that is used way too often. We are not capable to serving the markets, so 

we have to increase our stock so we always have the goods on site. An interesting fact that we 

experience is that it has a negative correlation between increased stocks and increased on time 

deliveries. The reason for that is that, you do not know what the customers are going to buy, 

you may have some historical demand data and some forecasts, but these data is often 

distorted and has a low accuracy. Yes, we are stocking to a certain amount is reached, to cope 

with some uncertainty, but we are working towards becoming more Lean, with a more „make- 

to- order‟ production compared with today‟s „make- to- stock‟. We have to work on our 

efficiency and effectiveness within our production. 

Erlend: Will you agree that your strategy within the different logistics and cross-functional 

areas is to stock as little as possible decentralised, and then increase the logistics cost to reach 

the goals when it comes to the time to market? 

Carl Christian: Yes it is, but we try to manage all our transportation within what we call the 

„Transportation/Shipping- Standard Service‟ that is that you do not pay a premium for the 

shipment, but you will get a cost efficient transport. In combination with flexibility in the 

production, will together with the reduced stock be the combination of strategy that we work 

towards achieving. Some extremes are that you have to use airplane as the mode of 

transportation to ship a good that only is needed to replenish stock, which we try to avoid.       

Erlend: Is there in some of your markets or segments that have more transactions and 

interactions than others, where you receive more information in a collaborative form get a 

heads up before an order arrives?  

Carl Christian: I would not say markets, but some companies are better than others. They 

have established routines there the collaboration between their production and sales 

department is close and the sales department can easier communicate what they need at an 

earlier stage. This is essential for a successful collaboration. Take for example the Marine 

department here in Norway; they have meetings each month to discuss and inform each other 

of expected orders, sales for the next period, inventory levels and production. In China for 

example, they have the same system. In Europe we have one person who continually works 

with this and trying to implement something that is called “contract previews”. All the 

salesperson that are out in the market; they have a potential customer, sends in a contract 

preview to us and based on all actual demand and potential demand, the stock levels can be 

calculated, as well as the delivery capabilities. In China, they have even developed our own 

systems there the sales personnel have the responsibility to punch in and register the expected 

sales continuously as they are out in the market. That is a really exiting system, there Jotun 

are trying to develop an organisational- wide system, but this will be a long term goal due to 

its complexity.  
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Erlend: I would imagine that due to its complexity the risk of human errors are really high 

when it comes to punching in and registering the right data? 

Carl Christian: I totally agree. Just imagine that you have just been at a meeting with a ship-

owner that has a fleet of 30 ships, or 2-3 refineries, do we get it or not? We do not know 

before the order is placed. That is really hard for the sales department to work with and to 

hedge against. The thing we experienced in China where that the forecast that was due in one 

month, there they had a lot of data from customer orders. Over the next two months in time, in 

month 2 and 3, the amount of data collected decreased, and even past that, we did not have 

any information.  

- LT in form of transportation and production, how does this affect the chain?    

Carl Christian: The challenge with this is in relation to the previous question is that; in 

comparison with the LTs of the RMs that are required for the production of the paint, often is 

3 months. So the information that is closer than 3 months, and not previously not taken in to 

account, is useless in terms of setting the production constraints. You can still use the 

information that is one month in advanced; the only precondition is that we have all the RMs 

on stock. But to plan on the basis of little database of orders will be impossible and we cannot 

rely on this data. It is understandable that it is not easy to say that in 3 months time the 

contract will be signed and 1000 litres of the one type of paint and 2000 litres of another one 

will be ordered. Further on, the LT mainly when it comes to the production of the RMs but 

also the physical transportation affects us in that sense that we have to stock more RMs on site 

so it would be available when the production cycle starts. The bottleneck is at the supply of 

RMs, not at our production capacity.     

Erlend: Does all your products require a 3 month long production LT? 

Carl Christian: No, that is our RMs that have this LT. If we get an order of a special product 

that we usually do not produce, we need to receive the order with a 3 months‟ notice due to 

the LT of the RMs. The actual time used to produce a good does not need to exceed more than 

a couple of hours, 1 week at the most if we have to do something special with it. The 

production capacity in terms of time is not our bottleneck, as long as the production area has 

capacity it runs smoothly. We can increase our production capacity by introducing more shifts 

at the production area to cope with peaks in demand. In my opinion, an interesting area is 

where is the trade off by increasing even further the production capacity to reduce our stocks 

of RMs and transform them in to FGs at once. Since we rarely know the actual demand of a 

product that requires different RMs, we have to hedge against running out of stock on our 

RMs when needed so we purchase higher quantities that we have orders of. One of our 

potential long term goals are; if we are able to increase our production capacity even more, we 

can reduce our RM stocks on site as well as our FGs. It is a balance between investing in a 

new production plant v. Holding cost and risk of disrupted supply due to its LT. 

- Where are your biggest bottlenecks in your SC or where do the break down most 

likely/often occurs? 

Carl Christian: As we previously discussed, it have to be the LT of our RMs. Their 

production time added on to the shipping time. An interesting area is that, this is only a result 

of lack of information from our customers when it comes to future demanded orders. It is 

many instances not before we receive our orders from our customers, that we order the 

required RMs needed for the production.                     
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- How do you handle the PLC of your products/obsolescence when it comes to 

stock control, and product availability?  

Carl Christian: Most of the products have a long life cycle, over 4 years, others can even be 

stocked over 10 years without any problem, like paint thinner. On the other hand, some 

products are obsolete after 6 months, these are often the products that we do not sell in large 

volumes and quantities. On these products we try to have a make- to- order strategy. We also 

have products that has one year of expiration date, that have to be stored at certain conditions 

like temperature and humidity. One product that in our opinion is of strategic vitality is a 

silicone- based paint; there we have written down its inventory value with millions. We sell 

this paint for approximately 60-70 NOK/Litre, RMs cost is approximately 30-40 NOK, the 

disposal cost of the total volume that has been sold is 16 NOK, so we have not made a lot of 

money on that product. We only stock this product because of its strategic importance to our 

customers, and not for its profitability. 

Erlend: You are running mostly a Make-to-stock strategy on your products? 

Carl Christian: Yes we do. Many of our products are sold in really large quantities so we 

stock it accordingly to absorb the demand. It is not problem to produce these types of products 

to stock, because we know that this will be sold fast. The product that is ruin our profitability 

and increases our holding, obsolescence and disposal costs, are the special-products that we 

sell in small quantities. These have a really high materials cost, due to its specifications and 

the demand is hard to predict. We med an internal study there we found out that 5% of the 

sales volume tied up 30% of the capacity on stock. Here we have a huge potential 

improvement potential.     

- Do you have any measurement of failures, KPIs, late deliveries, not adequate 

quality, or wrong product? 

Carl Christian: We have a KPI that is called OTIF (On time in full), the way that we are 

measuring this is with the help of order- lines. We measure of many order lines of total orders 

are we able to fulfil. Most commonly, one order that we receive from a customer has several 

order-lines. Then if I fulfil 3 out of 4 order-lines within one order, I will have a 75% OTIF. 

We have a really ambitious OTIF target of 97%, which we at present moment are not able to 

fulfil. One of the problems is that we do not consequently measure the OTIF at all 

departments, which is one of our short term goals to implement a process to ensure that we 

are always measuring this. In addition, how the market situation is now, the goal of 97% is 

almost impossible to reach.  

Erlend: I can imagine that this is really hard. When you receive one of your smaller orders 

from some ships that are re-supplying, for the first those goods as you mentioned are really 

expensive to produce, stock and ship, and for the second you never know what they want and 

then the risk of striking out on one of the product-lines are high.    

Carl Christian: We have approximately 250 WHss worldwide that we administer the 

inventory level at. If we take the Marine segment for an example, which is supposed to be 

present at all of the 250 WHss that has an assortment of approximately 20 000 SKUs results 

in a complex administrative task. So, even if this is a time consuming and complex task to 
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manage to be able to reach the 97% goal, we see that we are doing a lot right, but of course 

not perfect.  

- How are your internal processes with regards to sharing information? 

Carl Christian: We are always working with the strategy „continuous improvement‟ when 

we experience and measure that we are increasing some of our processes, we are moving on 

to the next. We are always working towards getting even more efficient, while still be 

effective and serving our customers after their requirements and specifications. This has led to 

that we are running several projects simultaneously and cross-departments, where we get the 

same functions and positions from the different departments to meet each other and share 

information, experiences and exchange ‟best practice‟. We have approximately 40 production 

sites worldwide, they are basically independent, and are free to do and work with their own 

projects; it is not that much top-down management. A result of this is that we get a lot of 

exiting solutions from the different production sites. Of course a lot of the solutions and the 

ways of executing several processes are common, but there are also processes that are chosen 

to be solved quite differently. It is here that they gain by meeting up, and sharing information 

and best practises. We operate in many different markets, with different customers and 

preferences with a really varied business practise that the different plants have to adapt to. So 

when we are gathering the different people from the different departments across the world 

they will learn from each other when they share their experiences and daily work processes. 

Often after such a meeting the different managers take one learning back home with them and 

try it. That is how we see the learning‟s of the continuous improvement focus of the different 

departments. We also experience the learning aspect in a quantitative form, by increased 

production volume, there the production capacity increases without increasing man-hours.  

- What kinds of knowledge do you poses? Industry specific, or do you have 

employees that have their expert fields within business, SC, engineering, 

production, IT/IS, etc. 

Carl Christian: Jotun devote a lot of time and resources on internal training. Jotun has 

several academies that their employees attend. I did not know anything about paint, only 

business and SC management, so I attended some introduction courses to increase my 

knowledge within the specifications of paint and coatings to be able to understand the basics. 

Training, knowledge and competencies are one of the core focuses of Jotun, we even have 

courses in English for our customers, suppliers as well as our Norwegian employees. It is not 

given that a local employee in Thailand is fluently in English or in Norway for that matter. 

That is why we want to give our employees a possibility to increase their skills and 

competencies. The sales department, operations, the purchasing department, all undergo a 

training period and later on given the possibilities for courses. The area of increasing the IT 

skills is also a focus, we give our customers online training on how they can order goods as 

well as product specific information with regards to stocking and other important usage 

information free of charge. The more competencies our employees have, the easier we sell our 

products. Jotun‟s 4 pillars of strategic foundation are; people, profit, position and innovation. 

We want to achieve a balance between these four areas, develop the company, develop the 
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product, take to correct actions and pathways to become the market leader, and 

simultaneously have control over the costs and profits of the firm. If you do not make money, 

everything stops.  

- How are your processes with regards to registering demand, what kind of system 

do you use? From registering to using, who gets what information is it supported by 

any ERP system? 

Carl Christian: We have had one ERP system previously that was called BPCS that we are 

replacing now with a system called IFS. The ERP system is transactional based, so everything 

from production, planning, customer service, procurement to finance is processes within that 

software. All transactions that you can imagine will be stored that database. When the sales 

department is looking at potential customers will have to use another system to be able to 

register the expected order, so it is differentiated between actual and potential/ quotations 

sales. Even if there are two separate software that are managing the quotations and actual 

sales, it is possible to link them, but we have chosen to separate them so the employees that 

are using the systems will learn it properly first due to both the systems have been 

implemented at Jotun simultaneously. This is a really complex implementation process, and 

will probably not be fully implemented before year 2014. It is a really challenging project 

with a lot of departments spanning across the whole world. We have a Norwegian project 

group that is in charge for the phasing in of the project that travels around to ensure that this is 

done properly.        

- Have you implemented any alerts to ensure correct order registration and have 

you experienced any human errors? 

Carl Christian: Not as I know of. We have to rely on that the errors are discovered and 

corrected by the employees in charge along the process. There are a lot of steps in the process, 

there many people are involved. If the employee with the responsible of picking the goods 

registers a really abnormal order he would most likely contact the other employee who 

registered the order. If an employee within the sales department adds one zero too many, first 

of foremost the system will stop and notify that we do not have that amount on stock (stock 

out), and it is not able to deliver this amount. If we have it on stock the order goes through, 

but it will be registered by the employees working at the WH and is in charge of the picking 

of the goods. There is a quality control throughout the whole process so at least the largest 

errors will be discovered. That is why we have different people at each step during the 

process, but the system by itself will not deny you to order anything as long as we have it on 

stock.  

- Do you have any measures to capture the tacit knowledge within the firm, so 

everyone in the organisation can reap the benefits of the industry- specific 

knowledge? A system where they can register this?  

Erlend: The one employee that has worked here for 15 years have to know something about 

what is a normal order and how to cope with the different problems? 
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Carl Christian: You can add notes at the specific order, but we do not have our own system 

where employees can add and check notes. The note added on the order will be visible to the 

employee situated in the next step of the process. In that way they can communicate to each 

other during the specific order. In addition we are really proactive by using phone and e-mails 

with regards to orders, deliveries and stocks. When it comes to the human risk of new 

employees not having this tacit knowledge is an aspect that we can not 100% control, but on 

the other hand, there is also a risk with regards to the more experienced workers. The newly 

employed workers have just received their training and will always do everything accordingly 

to the textbook since they will not do any mistakes, while the more experienced once have 

their own habits and ways they have developed throughout the years, both positive and 

negative once. Even on a pure operational level we have courses and schools the employees 

have to pass to be able to work here, but also on the matter of the information systems and 

other routines. As long as there are humans that works there will always be a risk of human 

errors, some things are unavoidable even if they are controlled and cross checked several 

times. One of the routines that we have implemented is with regards to the order process; one 

is picking the goods of the shelves and another one goes through the order and checks if it is 

done properly and everything is present. As long as the first one has received the right order 

with the right order- lines, a lot of the risk of picking and packing is eliminated. There is no 

guarantee for zero errors, but we wish to be as predictable as possible.  

- How do you receive and register your orders? Mail, IOS? 

Carl Christian: Both. If you take Coop Norway, that is a large customer of ours, they are 

registering all their demand with help of EDI. There the order goes directly from them to the 

WHs. On the other hand, we also have customers that call us and tell what they want in what 

quantity and others that order with help of e-mail. Some places in the world it is possible to go 

online and order, they just have to log on to the required extranet, and in some development 

countries the customers physically drop by the WH and picks up what they want. We have a 

large span between the high tech customers who purchase for more than 300 million NOK a 

year, to the low tech customers that purchase the same amount as you and me.  

Erlend: Have you then done some industry specific investments with Coop to implement the 

mentioned IS system then? 

Carl Christian: Yes we have. That is to be able to serve them effectively while reducing the 

transaction costs.  

Erlend: Who covered what in form of percentage of the total investment cost, what it a split 

investment?  

Carl Christian: With regards to the exact amount I do not know which side covered what, 

but I know that we had some costs related to this collaboration. It may have been that we 

developed our software, they developed theirs, and the cost of making both programs „talk‟ to 

each other was split.  
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Erlend: Do you done any agreements with other customers there you covered the investment 

costs if the customer legally committed to be your customer for 10 years and had to purchase 

a minimum amount of goods each year?      

Carl Christian: Not as I know of. In Norway at least, we have a volume, which leads to that 

in many instances the customers do not have a choice if they want to purchase from us or not. 

We experience the trend that more and more customers and suppliers want to increase their 

collaboration with us with help of a shared IS system, but no one want to pay for it, or at least 

as little as possible. We have also an EDI agreement with Schenker there we are the customer. 

There we are using Schenker‟s system, there they have paid for everything, and we just log on 

to their booking system and register what we need to send, where and when. When we scan in 

our goods it is automatically registered and booked at their system. Perhaps we have invested 

a small amount just to be able to adapt to their system.     

Erlend: Do you have any similar arrangements when it comes to your RM suppliers as you 

have with Schenker and Coop Norway?  

Carl Christian: We have some solutions with regards to the silos that we have here. There 

we have installed a measuring device that register if the volume inside the silo drops below 

certain predefined level or the ROP, an automatic order will be sent to the supplier. The 

supplier will then replenish the stocks of the RM within an agreed upon timeframe, often 

within 3-4 days. We do not have that at all plants or with all our customers, we have not 

reaped the full potential of this technology yet. A reason for that is that we operate in many 

developing countries that yet have embraced the technology as Norway for instance, both on 

customer and supplier side. Another important aspect here is that in many of these countries 

the labour cost is so low that it is more beneficial to hire one person to monitor the inventory 

levels compared to investing millions on both IT and IS that no one can benefit from.  

Erlend: Will you say that due to that you are an international actor that trade with so many 

developing countries that the way of doing your business in Both Norway and in the rest of 

Europe has been influenced. 

Carl Christian: Yes definitely. There are a lot of technological solutions we in Norway 

would like to implement, but it serves no purpose because this technology has to be connected 

to another part that cannot adapt it. If we want to develop a system, the payback would be 

really long if we were only able to use it in Norway. The result of this is that from a 

worldwide- organisational view, we choose not to invest money in developing the system. 

That aside, we have several systems that is only implemented in Norway, due to the fact that 

we are further developed technological wise than many of our trading- partners. I am 

convinced that in the future we will only get more and more integrated programs that speak to 

each other and are more accessible. In China they have come a long way on this front. The 

biggest barrier with regards to the different technologies and IS, is that when we had 

implemented automatic replenishment at our plant in England and everything where working 

smoothly, we restructured to IFS, the suppliers‟ IS and the IFS was not feasible to integrate. 

That is often our biggest problem with regards to the IS, is to integrate and synchronise all the 
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different once.  In England they concluded with that even if the technology was good, they 

only ordered standard once every second week, so the transaction costs was not that high.  

Erlend: When it comes to your reorder policies, are they within fixed time intervals, say 

every 14
th

 day or is it determined after amount on stock?  

Carl Christian: We reorder after inventory levels at the predefined ROP, the time between 

each replenishment will vary according to usage rate. We replenish with regards to 

consumption. So we are continuously monitoring our inventory to register how much it 

decreases. Some products that we sell a lot, for instance „White spirit‟. There we make an 

agreement with the supplier that within the time period of 2 months we will receive reorders 

let us say once a week. In other situations and periods the replenishment policies will be done 

ad hock, depending on volumes needed and customers.  

Erlend: How many RMs suppliers do you have? 

Carl Christian: Worldwide we have approximately 600-700 suppliers, which supplies 

approximately 1600 different RMs that are used in our production.  

Erlend: Was it correct that you did not have any EDI with any of your suppliers, except from 

Schenker with your logistics? 

Carl Christian: Yes that is correct, even with regards to the paint- buckets we have to send 

them a traditional order either by phone or mail. An aspect with this is that we always have to 

take in to account our supplier‟s shipping- and production- LT when we make an order so we 

do not run out of stock. I would argue that this is the process 95% of the times worldwide, but 

there may be some exceptions.  

Erlend: Has it been any disruptions of flows or break downs due to these policies?  

Carl Christian: Yes it has, but the reason for that is not solely on the internal processes at our 

organisation with the calculations on the replenishment policies. Some of our RMs suppliers 

are the sole supplier, if they are not able deliver we do not have any options and the whole 

process will break down due to the lack of supply of the RMs.  

Erlend: Do you have many of these sole suppliers? 

Carl Christian: Yes we do, some will argue that we have too many. The benefits of being 

that is that we become a more important customer for them and they will devote more time 

and resources towards us, but yes it increases the risk as well. We have a „rule‟ or strategy 

that if it is possible we have a back up supplier if the primary suppliers are not able to deliver 

at all or certain percentages of the total volume. We are on a continuous hunt for alternative 

RMs suppliers to be able to increase our options and lower our risk of disruptions of supply.  

- How high percentage of sales to you account for compared to the suppliers’ other 

customers? Negotiation power, price and delivery terms.  



108 
 

Carl Christian: Worldwide we are small, and do not have any bargaining power in that 

sense. The large actors as Dow Chemicals and BASF we do not have any chance to influence 

them at all. There we have to be smart; we have to monitor the market trends, what is 

happening. Many of the products we purchase are derivates of for instance oil, copper or zinc 

prices. When it comes to our cost base, 60% of the costs are related to RMs. If you want to 

succeed in the paint industry, you have to monitor these costs and get them right. If you had 

asked one guy from purchasing, what is your tactic when you are out negotiating? They 

would never say price. They can try to pressure the price as far down as possible, bet when we 

are in a negotiation with a supplier we cannot just demand them to drop their prices. We 

cannot negotiate on the price of Titanium oxide, which are the foundation for getting white 

paint; there the prices are determined by the market and not by us.  

Erlend: Your focus is more on getting supplied than to push the price? 

Carl Christian: Actually both, but we want reliable suppliers, but also cost efficient once. 

We have a real strong focus on building a long term relationship with our suppliers; we think 

that is essential to succeed, and will benefit us in the long run. When we are in a crisis; we get 

an order that is really urgent and then need RMs at once, we have experienced that our 

suppliers that we have a long term relationship with are willing to go the extra mile and help 

us. Compared to some of our other suppliers that may view us as unstable, unreliable and 

perceive that we have neglected them in the past. There are many suppliers that have us as the 

most important customer, these suppliers are often not that big and are producing one 

specialist material, there we have some bargaining power, but in the big picture we have not. 

Additives and pigments that we get from some small suppliers, is the situation that we have 

the possibility to pressure them to some extent. Even if these materials do not count for a 

large volume, they are often really expensive to purchase due to it is a tailored product. We do 

not have the bargaining power towards our suppliers as several other international 

organisations got, but we have a strong influence with regards to our customers since we have 

this market position in Norway. When that is said, we cannot take this for granted, our biggest 

competitor is the private labels, there the large retailers purchase in paint and label it their 

own name. There they have often a better margin, a percent or 2, and they can sell it a bit 

cheaper. Of course there are also other established brands that we view as our competitors as 

Flügger, Beckers and Nordsjö.  

- Do you operate with some ranking of your customers? A type of an ABC 

classification or a double ABC with 2 variables, which parameters? Do you wary 

how much information you share with each after importance and size? What are 

the results of this? Do you gain/ save with doing this? Which are these? 

Carl Christian: We classify them after revenue. We have important customers that we 

devote a lot of time to that do not purchase that much, but will potentially in the future, and 

we have customers that purchase a lot today. It is the revenue that is the parameter for the 

classification or the potential future revenue. Frontline Ltd, Wilh. Wilhelmsen Holding ASA, 

Statoil ASA and Coop Norway are our key customers. The ranking is a result of both actual 

and potential sales. These days we are working especially closely with Statoil, they have a lot 
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of specific requirements when it comes to packaging, delivery and other procedures. These 

requirements have we accepted and we are working towards meeting these specifications. 

Statoil had a short time ago a tender or a bidding round on contracts for the next 5 years on 

their oilrigs. The total value of the whole project was worth approximately 40-50 billion 

NOK. In the area of paints and coatings, Jotun got approximately 60-70 % of that share, 

which counts for approximately 200 million NOK. When Statoil‟s purchase counts for that 

amount of money, they of course will be classified as a key account; we do not have that 

many customers with those volumes so we take god care of them. As mentioned previously 

we also have customers ranked as a key account, but do not purchase for that kind of money, 

like Transocean Ltd. Petrobras in Brazil is another example of a strategic key account 

customer, at present moment they do not purchase large volumes, but we have now due to 

them entered the Brazilian market and they can provide us with important contacts. We 

believe that this can be a really good investment, so we have no invested in plants down there. 

We have been there for many years, but not before now have we entered the market properly.  

Erlend: In other words, it is not all your customers that at present moment the benefits 

outweigh the cost, but is strategically wise since it opens doors for you?      

Carl Christian: Yes, that is correct. Our success recipe has been to firs go in to the country 

with a WH, establish a sales department and as we grow and reach a certain customer base 

and see the potential for even further growth, invest in a production plant. Another new 

example of this strategy is in India, where we recently have opened both a powder coating and 

a paint plant. During the last year they tripled their revenue turnover. Before they produced 

nothing, now they produce 10 million litres that in Jotun‟s rankings counts as a medium plant. 

If they reach a production between 20-30 million litres they will count as a large plant. The 

medium sized plants produce approximately between 10-25 million litres. We have also some 

production facilities that has less production than 10 million litres, but not that many.  

Erlend: Just to sum it up, would you agree that it is within the area of production when it 

comes to LT of your RMs that is your biggest bottleneck?   

Carl Christian: Yes, the problem with that we have a short LT from we receive our order 

until it has to be delivered and the long LT from when we order from our suppliers until we 

receive the RMs necessary for our production.  

Erlend: In your opinion, what would you ideally have or receive of information that would 

benefit you and will increase the synchronisation problems? What would have helped you in 

your job?  

Carl Christian: If we could have agreed upon a standard LT to our customers and hopefully 

in accordance with what we operate with our suppliers. If we could have built the organisation 

after the requirements and constraints of the delivery requirements it would have helped us a 

lot. Internally we have been able to manage this to a certain extent; we tell the sales 

department how long LT they have to take in to account for the different products when they 

promise deliveries to their customers. If we were able to standardise this a bit more so we do 

not operate with individual LTs on all products, this would have led to a much smoother flow. 
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In addition the mention aspect of optimising the process with regards to the balance of 

increased capacity v decreased FGs and RMs, what would the break even be for this 

investment, would also have helped us. One of the areas with the highest concern that would 

have helped everyone is if the LT of the RMs had decreased.   

Erlend: Is it even realistic that it is possible to achieve a reduced LT from your RMs 

suppliers?  

Carl Christian: Both yeas and no, but I hope that there is possible to improve it. There are 

probably several reasons why our suppliers have the different LTs. But in many cases it is due 

to the fact that our suppliers operate in the same market as us. We have certain preconditions 

and demands we expect our suppliers to follow; HSE, working conditions, quality, etc. A 

result of this is that there are several local suppliers that we do not want to work with, and 

find other suitable candidates that in my experience are a rare commodity. The problem is not 

finding an alternative that in many cases would have been ok, but we in Jotun set strict 

requirements to assure quality, safety and reliability. By structuring our customers, suppliers 

in accordance to our processes we would achieve much more predictability in our chain, then 

our suppliers, customers and us selves, would benefit from this in the end and made us more 

effective and efficient. At present moment there is a lot of uncertainty in our value chain, the 

only way to absorb this uncertainty is being more flexible by stocking more and thereby less 

efficient.  

Erlend: Do you have more data and control over demand at your Decorative segment, than 

you have on Marine for instance? 

Carl Christian: Yes we have, the customers orders in advance, pre-season as we call it, then 

it is the wholesaler of their chain that register the order on all the retailers behalf. They 

receive some quantity discounts, and we receive knowledge about future orders earlier than 

we would have done. If we count one wholesaler as one big customer, we do not have more 

than 7 or 8 customers in the decorative segment. Then it is easier for us to keep track and 

manage them properly. Some of our „Maxbo‟ customers that has a certain amount could have 

ordered directly on a retail level due to their size, it may happen we are going to make some 

changes in that process. Except Coop Norway that we have an EDI system with, the rest of 

our customers, the order intermediary, place their orders either by phone or by mail. The LT 

of these order are maximum 2-3 months in advance from they are placing their order to the 

delivery date. In addition these are estimates of future purchase, so it actually happens that the 

order will vary according to how their sales are going. The benefit of this estimate is that we 

can use it to create a buffer both in RMs and in production. In the high season our production 

capacity will be outweighed by the demand, so we have to produce for stock before and after 

high season to not run out when the demand has its peak.  

Erlend: What is your maximum production capacity?  

Carl Christian: It is a bit hard to measure since we have the possibility to increase the 

production by putting in one more shift, but the new factory that we are building now due to 

that we are centralising the Norwegian production will have a capacity of 50 million litres 
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yearly when the machine utilisation is normal. But we experience that plants always produce 

more than they are calculated to with normal utilisation rates.     

12.2. Transcript #2, Blankert #1 

Interview #1 Leif Willy Blankert, Part-owner and CEO PKS Industry and Interior 

02.03. 11.  

Interview duration: 01.03.48. Time used on translation and transcription: 6,5h  

Erlend: Will you start off this interview and tell me about the history and development of 

PKS? 

Leif: PKS was established in 1994 by a person called Stein Brekke, there the core business 

was brass- rails and components, and other related interior for hotels and restaurants. In 1998 

Kai Bråthen was hired to sell furniture, he was previous of that employed at Italian house. He 

became then an owner of PKS Interior. In 2000 I started my career at the firm, but at a newly 

established subsidiary company that was called PKS industry, which us three had an 33,3% 

split of the shares in. PKS industry was established to focus on the steel and brass segment of 

the company. This firs year we had sales revenue of 2 million NOK, the second our revenue 

was 4 million NOK, at this point our majority of our customers were solely to hotels and 

some restaurants. The third year we doubled our revenue once more to 8 million NOK, year 

four 16 million NOK. At this point the WH was situated in „Kobbervik dalen‟ just south of 

Drammen. Later on we had to expand to a bigger location at Tangen, at the docks of 

Drammen. Now we started hiring more people to be able to cope with the increasing demand. 

At this point we were only us 3 at the office, one person at the WH and one office clerk that 

had a 50% position. Soon we hired one more guy that was in charge of the production of the 

rail-solutions to our customers. Stein Brekke was in charge of the Real estate that we owned, 

Kai Bråthen was in charge of the furniture department, and I was in charge of the brass and 

stainless steel. In 2003 we merged PKS interior and PKS industry and bought out Stein 

Brekke, now we were called PKS interior and industry.  

 Last year our total revenue for both departments was 47 million NOK, 37 million 

NOK was steel and brass, while 10 million was furniture and interior. One year ago we went 

and bought 50% of the shared of Glazier Christoffersen, and today we have bought the last 

50% of the shares. Christoffersen‟s revenue last year was 14 million NOK, so combined this 

sums up to approximately 61 million NOK. A result of all the merges we are now today 28 

employees at both of the firms.  

 Three years ago we bought some land south of Drammen, and built a WH of 3500 

square meters, which we moved in to and we had a call option on a property right next to us, 

there we built a new building on 3500 square meters, which we are now renting out to 6 

different companies. Revenue generated from this yearly is approximately 600 000 NOK. The 

value of both of the WHs is set to approximately 60 million NOK.  

 

Erlend: What about your suppliers and customers, which are your biggest and most important 

once?  

 

Leif: When it comes to the aspect of customers, our biggest customers that we trade with the 

year around are all the glaziers in Norway, mechanical workshops and various entrepreneurs. 

We have achieved a marked lead position in Norway both because of the quality of our 

products but also due to our heavily marketing activities. We are sending all our customers 

updated catalogue each third month, two yearly catalogues of 380 pages, there our marketing 

budget exceeds one million yearly. A result of this we achieve sales revenue between 40 000 
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to 1 million NOK from the various glaziers, there „Aadnesen Glass‟ in Stavanger is the largest 

one. In the furniture and interior department we do not have any fixed individual customers, 

but they purchase after demand. After a restaurant or hotel has purchased some goods from 

us, it often takes between 5-7 years before they purchase again, that is why we do not consider 

them as fixed customers, even if they have and will purchase from us in the future. The 

demand pattern at this department is project based. We have between 14 to 15 different 

furniture suppliers situated in Italy; there the largest one is Pedrali. Our table- tops we receive 

from SM France. Our A suppliers of the Steel and brass department is Q-railing in Germany, 

our purchase accounts for approximately 13 million NOK of rails and components, at 

Damsthal we purchase rails for approximately 3 million NOK yearly, and from their parent 

company Antiqua we purchase rails and related components to hotels and restaurants for 

approximately 3 million NOK a year.         

 

- What are your most common coordination and synchronisation problems/ 

implications, what do you do to try to avoid these? 

Leif: At Present moment we have some problems with our supplier Q-railing. They have 

expanded a lot the last years. They own all their WHs that sell and use Q-railing products 

worldwide except in France and Norway. They do not have total control over how much 

demand it is on an aggregated and disaggregated on all the various WHs. They produce the 

majority of their products in China, the time from when they place an order to they receive it 

in Germany it takes 4-5 months. If they stock out after 2 months then it is not possible to get 

hold of any goods for at least 2 months. They are not interested in filling their inventories 

completely at all times, and when they expanded they calculated with an industry growth of 

10%, the reality became 30%. They are continuously replenishing their stock, but they have 

some problems due to their long LTs. We had some problems with stock outs from Q-railing 

last year, but not that much this year.  

 Related to this we also purchase glass from China, here the LT is 8 weeks, and since 

this is in most cases a ETO good and produced after specifications, we are not able to fulfil 

rush orders. To hedge against these problems we also use Norwegian companies to produce 

for us, but at a much higher price. We only use the Norwegian companies when the Chinese 

are not able to supply at all or to cope with the peaks in our demand. A reason for this is that 

on a general basis, the price of the glass purchased from the Norwegian companies is 3 times 

as high as the price the Chinese charge.  

 Q-railing‟s WHs situated in Germany holds inventory on all their components and 

products, if we order goods from them before 10.00 at Tuesdays we receive it either late 

Monday the week after or Tuesday morning. If we order the goods at a Wednesday the LT is 

13 days.  

 We also have bottlenecks within the production, people that we hire must be trained, 

and there is a trade off between always having work for the employees, and then at certain 

peaks experience some delays due to not enough capacity or we can hire more people on 

contract that is more expensive, not that experienced, which decreases our bottom- line and 

they still charge per the hour when it is not enough to do.  

Erlend: If you have to give an estimate, how much time does it take between your have 

accepted an order and until your customer receives this?  
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Leif: We have seldom long LTs within production to our customers. From the time we 

receive drawings from our customers, to we have calculated on the price of the project then it 

rarely takes more than two weeks, and then the deadline of the project after we have received 

an acceptance on our offer of two weeks. We are the only company in Norway that keeps 

these goods on stock, and we have to do this to shorten down the LT.  

Erlend: So when you and the customer have agreed upon the specifications and the price on a 

job you have a deadline of 2 weeks? 2 weeks of answering the RFQ and then two weeks of 

maximum production and shipping time? 

Leif: yes that is correct. That further emphasise the importance of that both we and Q-railing 

are keeping inventory. If none of us would have any inventory the LT would have been 4 

months.  

- How would you characterize your demand pattern of your industry, why? 

(smooth, seasonal, trend, erratic, intermittent, lumpy- fast moving/slow moving) 

Leif: Due to our merge with the Glazier, we now also sell to private customers, and not solely 

industry professionals. Here we see several trends actually, there the customers wants the jobs 

completed before; Easter, confirmations, 17
th

 of May (the Norwegian national day), the 

summer vacation, and in the start of July and before Christmas. Then it is private customers 

that want rails to their terraces and balconies and change the glass in their windows. At PKS 

interior and Industry the demand pattern is depended on when the newly build building has to 

be completed. These projects are starting and ending the year around so there it is no 

remarkable peaks or declines. At this segment we have to control or estimates since it depends 

on when the projects have their dead lines and if we receive the job of delivering. Just 

recently we have signed two contracts, one for 1 million and one for 1.5 million, these jobs 

have to be completed before October so then we do not need to hurry.   

Erlend: How do you receive these contracts and RFQs?  

Leif: Then we are using something that is called „Norgebygges AS‟ that is an intermediary 

that collects information of all new building sites and suppliers that they may need. Then you 

self can decide on when in the process you want to be contacted. If you want to get in at an 

early stage, you often only receive RFI since the building is not planned to be finished before 

1-5 years. We are often contacted later in the building process, and then we receive specific 

RFQ. With help from a marketing company connected to „Norgebygges‟, we send out a 

catalogue of all our products to all the new building sites across Norway, that is 

approximately 10 projects daily. After we have replied to the RFQ, we are accepted or 

rejected after two criteria; price, we do not need to be the cheapest, but it is important 

variable, and what the architect of the building project likes the most. That is why we are 

heavily targeting architects with special architect- catalogues.  

Erlend: The price you give the architect or the building firm, what does that entail? 

Leif: That entails material cost, labour cost of production, transportation cost, and assembly 

on site. Problems related to this, is if there are delays at the building site so we have to travel 
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back and forth, or we are not able to complete our work at once, since their next step of the 

process is not completed. At these cases it is really hard for us give them an increased bill that 

varies from the previous agreed upon price. Further on, even if their various steps are delayed, 

our deadline is often the same, so we have even less time to complete our work and our 

employees have to work overtime something that decreases our profitability.  

Erlend: To sum up; on your professional industrial segment, you have projects the year 

around, but at the private segment you have a peak from May to august?  

Leif: yes that is correct. Before we experienced that it was a downturn in July in the middle of 

the summer, since then the carpenters and other building- manufacturers for private 

households had vacation. But since the recession, many of them cannot afford to take vacation 

then, since they are afraid that new jobs will occur in August. So we have actually 

experienced a more steady and to some extent an increase in demand in the private segment 

due to the recession.  

- Can you elaborate on the organisational structure on how many employees you 

have in each department, furniture, steel & brass, at the office and at 

manufacturing? 

Leif: At the WH, we have two employees in charge of picking, packing, ordering, shipping 

and inventory control, two employees that is working full time on production, on-site steel 

and brass assembly we have 5 employees, on-site assembly of glass we have 5 employees, we 

have two working owners, 1 chief of the glass department, 1 glass receptionist, 1 shared 

receptionist of all the departments, we have 4 sales- employees of steel and brass, 2 

receptionists with main focus on furniture, steel & brass, and billing for both departments, and 

2 sellers of furniture. 

- How much value do you have on inventory  

Leif: Purchase- price paid for steel, brass and furniture accounts for approximately 7 million 

NOK, of this steel and brass accounts for 6 million, and furniture 1 million. The inventory of 

one million in furniture are a bit special, since at present moment we have our peak, since we 

are now building up stock to be able to supply our customers for the summer season. 

Normally we only store approximately 20 percent of what we are doing now. As mentioned 

we have to build up our inventory that much since when the weather is getting warmer, the 

orders are piling up and all the customers wants their furniture at once.  

- VMI; How much/ what kind of information do you share upstream and 

downstream with your suppliers? (which customers and suppliers?), (SKU, 

automatic ROP, available production capacity) 

Leif: At the interior department when it comes to furniture, we do not share any information, 

there we only purchase after our received orders. At the industry department with steel and 

brass, Q-railing knows approximately how much we have on stock. Q-railing has 4,500 

products, and they know which of these we keep on stock. On our computers, we have 

installed several order-routines, there if a product- volume drops below a predefined re-order 
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point, we receive an alert and we order this product from them. So they can view from our 

previous purchase history and see approximately how much we have on stock. 

Erlend: Is the ROP- order sent automatic to Q-railing?  

Leif: No, we only use this internal alert, so we are able order before we run out of stock. We 

have to physically order our self, since the systems are not connected with each other. We 

send all our order with help of e-mails.  

Erlend: so you do not send any inventory levels to Q-railing? 

Leif: No, but they know what kind of products we purchase and they know from the purchase 

history how much and how often we tend to purchase.  They know that we only order one set 

of glass-holders, or the one dimension when it comes to the thickness, the same goes for the 

rails. This vary from country to country; Belgium uses 33 mm, Norway 42 mm, Italy and the 

US uses inches and they order 38mm and 50,8mm. We will never buy any of the other sizes, 

and they know that. Q-railing then has to stock the different sizes for the different countries.  

- How high percentage of sales do you account for in comparison with your 

suppliers? (power relationship issues regarding negotiation on price, amount, 

delivery specifications to your suppliers- compared to your suppliers other 

customers) 

Leif: We count for approximately 5% of Q-railing‟s revenue, we have the highest relative 

turnover in the world in comparison to population, and there we are twice as big as the 

runners up. We are by far Q-railing‟s largest customer,  

Erlend: Do you feel that you can negotiate and conditions due to your size?  

Leif: We have good prices on all of our components and good delivery conditions. Before 

they wanted that we where suppose to receive all our goods from the DC in Denmark, we did 

not want to have another tier between us and them and said no. In addition to this I am also in 

a team, that develop new products for them, they also want me to participate on their 

exhibitions in Europe as a spokes-person. Since they are depending on our volume and 

expertise, they will not pressure us to purchase parts and components that we do not like after 

less effective delivery conditions.  

- How is the ordering, receiving process and transactions with regards to your IS, 

how is the process from received order to delivered, how do you check with 

available capacity?      

Leif: When we receive an RFQ, we give them an offer with a maximum LT of 1 month, we 

do not check with available production capacity. This is due to the fact that we on an average 

where we calculate on 10 jobs, we receive 1. So we tackle the eventual capacity constraints if 

it occurs. So we say yes to all RFQ with the time-gap of production and delivery predefined, 

and in most cases we have not said yes to too many projects at once. We also know that there 
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are a lot of companies that contact us and ask for a price, and they had never any intention of 

choosing us; they only use our price and delivery ability to pressure their own suppliers.  

Erlend: What happens with the 9 other jobs that you do not receive, do you register and 

allocate components to these jobs, and then to not receive them? 

Leif: No, we register them at our IS system that is called Visma, so we register all our RFQ at 

the CRM module, but it is not before we actually get the order that we register it in our Visma 

Global, and it is linked up with our inventory. All our new potential customers are registered 

at Wisweb; there we check their credit rating, revenue, number of employees, customers, etc. 

The offer is registered at our database with all the information needed and the RFQ 

information, but we never link it up with our stock and order new goods that we just have sold 

before the final order from the customer is placed. In other words, our CRM module is not 

linked up with our Global module that contains our inventory before everything is set. When 

this happens, we will then receive our new up to date inventory holdings, and if we are 

stocking out of the required product. We have run out, and then we place and order at once to 

our required supplier. All our SKUs are registered at this Global component there we can easy 

access purchase price for the component, our shipping fees paid and our bottom line on the 

component. This helps our sellers not agree upon prices or delivery terms that we do not make 

money on. We can also view previous demand for the same component, total turnover and 

after months, we can also view if there are other orders that has the same components, so if 

we run out of stock, and we can „barrow‟ the components and rank the orders after due date. 

This last point helps us, if we lack only one component for completing the whole job, the 

process will not stop.  

 It is possible to link our program up against for example Q-railing‟s IS so we would 

receive automatic replenishments after our inventory hits the ROP, but we do not want to at 

present moment. The reason for this is that if we want to become a complete member of their 

„family‟ we commit to only stock and sell their own products, and no one else. The present 

situation of the market is that the only thing our customers know a lot of is the spot price of 

rails. To be competitive here we purchase rails from other suppliers to be able to sell at 

market price. They do not know any price of the various components so these we receive from 

Q-railing. The negative point of not being in this collaboration is that we lose the benefit of 

not being automatic replenished and we are not able to see how much they have on stock. 

They themselves want to hedge against disruptions, and not being able to supply their various 

customers so they will never empty their stocks completely. They have a kind of policy that 

entails, if they have 300 SKUs of a component left on stock and I order 290, I will only 

receive 250. They will never run out due to 1 customer, if they do this some of their 

complimentary goods will neither be sold. If we only need the caps for a rail, since we do not 

order rails for them, they will keep f.eks 50 more caps on stock, so that their other customers 

will order 50 rails with the last 50 caps, understandable enough, since then they make more 

money.            

 

- What kinds of problems have you experienced with regards to registering and 

processing orders?     
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  Leif: A problem area is when a seller registers several components used for one project, and 

after viewing the site where they are going to install the rails, the finds out that he has to 

change the glass-holders since the glass where thicker than first agreed upon. Then the seller 

register a new order line of the new holders, but the old once is then either in the middle of the 

shipping- process or it has arrived at the WH already. Then the inventory will increase 

unnecessary, this is not really big problem when it comes to the components, since most of 

them are modular, but some of our products we have to order after specifications, these we 

have a hard time of getting rid of. In other cases it is the miscommunication between the seller 

and the assembly-crew, after the seller has registered one type of component, but after starting 

the assembly-job, the assembler figures out that it would be better to use another component, 

they switches these components and forgets to register the changes in the database. This last 

example has happened too often so now, none of the manufacturing/assemble- people are 

allowed to pick and pack any goods, only the two WH and inventory responsible. In addition 

we have a stock-count of our whole inventory twice a year to detect and correct variations 

from our database and the actual SKUs.  

Erlend: Have you experienced any errors due to wrong registering of data and „punching 

mistakes‟? 

Leif: Not that often, the problem is more that the employees do not know what they want, or 

they think they know what they want, but the different rails and components are not modular 

for instance. In these instances, our customers try to read our catalogues there they want to 

assemble a complete rail with pillars by themselves. That is why it is really important that all 

of our seller have knowledge of the modularity and what is fitted with what. So actually by 

not having pure „punching- employees‟, or automatically orders from our customers to us, our 

sellers discover when they are reading and calculating on the job, if there are some orders that 

is not feasible to create. 

- Back to your IT system, did you purchase the Visma system yourself, and is that 

the system Q-railing has, if you want to be linked who has to pay for it? 

Leif: At present moment we are paying 15 000 NOK a month for having the Visma IS, Q-

railing is not using Visma, I cannot remember exactly what the name of their IS where, but if 

we wanted to be linked up with their system it is we that have to pay for the system, they are 

not covering anything. In addition to the software, we have to pay for all their brochures they 

send to us and other related promotional material. So with relation to the power relationship 

they are executing it at several areas.         

   

12.3. Transcript #3, Glenne #2 

Interview #2 Carl Christian Glenne, Logistics manager Jotun A/S 28.03. 11. Specialist 

within the area of Supply Chain and Logistics Networks 

Interview duration: 01.26.36. Time used on translation and transcription: 9,50h 
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First 41 minutes of the interview where used to discuss the previous writings about Jotun‟s 

synchronisation issues and problem areas, which had been sent to Carl Christian in advance 

of the interview.   

Carl Christian: An interesting aspect with regards to when you mention in the text some of 

our most important customers is that even if Statoil is a big use of our products, they do not 

order that much from us, they Purchas from Aker ASA, which we deliver paint and coatings 

to.   

Carl Christian: With regards to flexibility in production and being able to reduce the FG-

inventory by postponing some of the customisation further downstream, the technology 

introduced by tinting a colour has been of major contribution. Instead of everyone is stocking 

every colour, they can have the colour-base in large scale and add the colours required after 

the customers‟ specifications on site.     

Carl Christian: When discussing the Decorative paints demand pattern, it is worth 

mentioning that we see a positive correlation between houses and apartments advertised and 

demand after paints. Now after Easter we will have an increase in that segment, first the 

home-owners paint their apartment in a neutral colour so most people will like it and bid on it, 

then the people who buys the department want to make it their owns and paint it once more.  

Carl Christian: The costs of paints are relatively low in comparison with other costs that are 

running on building projects. That is why even if there has been a budget overrun on a 

building project of a boat, they always tend to purchase enough paints. The aspect of paints 

that is expensive is the labour cost of painting. When building a ship, they roughly estimates 

that 12-15% of the total cost of building the ship is paints, this includes the labour cost of 

painting as well, the paint purchased from Jotun alone, only accounts for 2-3%.  

Carl Christian: With regards to RFQ, my experience is that you know that the customer 

needs to paint, and what paint that is going to be used, but you do not know if the customer 

wants its paint in 5, 10, or 20 Litres buckets. That is one of the challenges that is not severe, 

but may cause disruptions with regards to the production batches and inventory. A result of 

this is that many sales people have not used the information they receive from a RFQ, due to 

they do not know the SKU level of the order only the total volume. An area where this 

information could be very useful is to compare the orders with its BOM and the recipe of the 

paints there, the total volume can be broken down and the RMs situated far upstream and can 

be targeted and ordered on the basis of the FG-order from the customer. With the size- 

buckets of the FG, it is often solved by implementing one more shift in the production when 

they know the specifications. This in comparison to forecasts, will ease the disruptions of 

supply by the procurement department know then in advance what they most likely will have 

to order, to be able to be supplied on 3 months. Related to this area, it is what the Dekorative 

customers are doing, or at least the largest customers, when they are ordering pre-season 3-4 

months before they receive it.       

Carl Christian: Related to the Production implication, there is not always a perfect match 

between production batches and order batches. If a customer orders 200 litres of a specific 
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paint, and Jotun only has the possibility to produce in a batch-size of 250 litres, we may have 

obsolescence on 50 litres. There is not the biggest issue for some editions of paints and 

coatings, which we can sell to other customers, but some specially made editions that we 

cannot use for other purposes will just be lost. There has been a lot of debate internally in 

Jotun when it comes to the issue of order and produced batches, and if the customer has to 

purchase the whole production batch and not just the amount ordered. We have that policy 

that they only have to purchase what they order, unconditional of the production batch, to 

some extent. Some departments tried this, the result was that they customer only returned it 

and they received a letter of credit, then we had more administrative cost and no one gained 

on this. On this manner we always try to increase our flexibility so we are able to produce 

only what is ordered, now we have some strategic customers that are very expensive due to a 

mismatch between produced and ordered batch-size. When that is said, we have in many 

instances a minimum-order requirement on most of our products, at least those more complex 

and expensive once. If a customer purchases yearly for less than 100 000 NOK, it is not 

considered has a key-customer, and then we have some requirements and preconditions with 

delivery batches.  

- The mentioned sole suppliers? Where are they physically situated 

(geographically)? There you may be their largest customer? 

Carl Christian:  That varies a lot, most of them are situated in Europe, the US, and Japan. It 

is the countries in those areas that has come the furthest within the development of chemicals 

and technology within that area. A thing worth mentioning with regards to Jotun‟s production 

and then lead- time to our production facilities, we do not have any production in The Japan 

almost nothing in The US. When it comes to Europe the production is divided between 

Norway 40 million NOK, England 30 million, Spain 10 million, and 15 divided on other 

countries. 20-25 % of Jotun‟s production is in those areas, while 80-75% is in the other 

regions worldwide. A challenge is then the mismatch between where the RMs are situated and 

where the production facilities are.     

- When you mention that you have tried to increase your stock at your WHs to 

increase on time deliveries, but have experienced a negative correlation, and that 

low forecast accuracy and distorted demand increased this issues? (Marine 

segment). 

Carl Christian: There has been done a study in Norway where this is proven. Then they tried 

to increase their production in the months with low demand to build up stock for the peak-

season, even with their forecast of future demand it did not fit with the future order-patterns 

from the customers in comparison if they had done a MTO strategy on the production. Then 

they did not introduce an additional shift in the high seasons since they thought that they had 

enough goods on stock, but it was the wrong once, or at least they did not have everything 

they needed.  

- Are you planning to implement an EDI or an IOS system with your 7-8 

customers at the Deco segment, wouldn’t this benefit all of you? Why not 

implemented an IS there?  
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Carl Christian: Yes I believe it would benefit us, but this is affected by the processes of the 

different customers, how they order. Coop Norway has a centralised structure where, whereby 

the other customers are not that centralised and it requires more coordination between the 

different departments and stores. It is in most cases the customers‟ decision if they want to 

build a network, we are really interested in increasing the level of collaboration between our 

customers and us to reduce the transaction costs, but it is depending on the customer‟s 

willingness to implement this system.  

Erlend: When the different customers located all around Scandinavia use the same company 

specific intermediaries, I would recon it would be much easier for all the small customers 

gather their orders electronically at the one intermediary, and then the one intermediary 

communicates to you.  

Carl Christian: That would be the best yes, but most of this development is dependent on the 

customers, and what they are willing to. Maybe we should be stricter and say that we have 

some minimum requirements when it comes to IT and IS systems for the Scandinavian 

countries, and they have to implement a system to be able to trade with us.  

Erlend: Because I would argue that it is within the department of Dekorative that it would be 

a good starting point for introducing a closer collaboration.         

Carl Christian: I totally agree, that would be interesting to look into. 

- Do you have any quantifiable data of missed deliveries due to lack of supply of 

RM?  

Carl Christian: We have some data, but how accurate and reliable it is are hard to say. In 

reality, if we do not have the exact product or amount that the customer wants, we try to 

negotiate and make some deals and try to make them substitute some of the missing products 

if possible. That happens all the time, and that is why it is hard to estimate lost sales and 

revenue due to lack of supply.  

Carl Christian: That could be an interesting area of research or at least look in to; what kind 

of information should an organisation gather. Each time they made an agreement of 

substitution should that also be registered and why the substitution occurred? Was it due to 

RM supply, delivery requirements, availability, time-constraints, or size-buckets?  

Carl Christian: We are actually supposed do measure our supplier performance, so this 

could be interesting to look in to. If we want to measure our suppliers delivery performance, 

and it is 90%, that does not need to imply that 10% of our orders are lost. That is why we have 

inventory, to be able to absorb uncertainty in both supply and demand. We are now with our 

new IFS-system implementing a module that will register this, and hopefully we will receive 

more data in the future than we have now, I would recon that in a couple of years we will 

have a sufficient database to come up with a verdict. Today there is a lot of inconsistency with 

regards to registering this data, who is doing it and where they register it. In addition since it 

is many tiers and processes the order and the goods are travelling through, it is not easy to 
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pinpoint if the OOS is due to production, FG-inventory, communication and transactions, or 

the supply of RM.      

 

- You mention that with a lot of your department, it would not be feasible to 

implement IS due to their lack of development and skills within this area? Have 

you considered increasing the shared information without implementing high 

tech solutions? (Getting daily/weekly updates of sales, inventories and orders 

with help of e-mail, fax, phone), the technology do not necessarily need to be a 

precondition for increased collaboration?! This would improve your database to 

some extent?  

Erlend: In some developing countries there the labour cost is not that high, and you in the last 

interview argued that it was cheaper to have 2 employees monitoring the volume in silos that 

it was to invest in some technology. Wouldn‟t it then be feasible to employ two persons who 

daily of weekly monitored inventory and sales for the different WHs and either Faxed or 

phoned in and communicated with you with this data? Even if it takes 12 hours, you want this 

information daily, and more accurate data will be transmitted and taken advantage of. Then 

the chain would achieve more transparency and information shared, without implementing 

high-tech solutions?  

Carl Christian: I totally agree, and I have actually tried to suggest the same, but there are 

some barriers you have to overcome. One of the issues was to convince the management that 

this would be necessary and would benefit the company and that we would save money on 

doing this. I argued that it would benefit the organisation if we used some resources to get 

control over our WHs and inventories worldwide, but this was met with resistance and was 

not found important enough.  

Carl Christian: At some of our facilities they are good at follow up after they have taken a 

random check if it was not satisfactory. Almost all the WHs and plants send in their inventory 

levels each month, but there is some uncertainty with regards to its accuracy.    

- Do you use any RFID for stock control or track and trace, to know where your 

products are at all time, would you benefit of this investment?  

Carl Christian: We have some suppliers that offer this, but it is not that common. At this 

date we only measure when the goods are sent from us, it could be interesting also to measure 

when the customer receives the goods ordered. We are measuring if we are able to ship the 

goods the day agreed upon, and not actually when the customer receives it.   

- How do you solve/ what kind of return logistics do you operate with? Amount, 

what, coordination implications? 

Carl Christian: There it has been some development while I have been on my paternity 

leave, but prior to that it varied from department to department with the manner of receiving, 

who is paying for the shipping? It depends if the goods are obsolete or if it is a production 
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mistake that we have done. Everything from the economy and how the customer will receive 

his credit note to what to do with the returned goods etc.   

Erlend: Ok so the administrative work considering the return of goods are varying from place 

to place, but does the physical flow of goods vary that much?    

Carl Christian: The major task is basically to get the goods back to a Jotun-site as efficient 

as possible. If we receive a product that do not fulfil the customers quality it is can be 

managed several ways; Sometimes the product have to be recycled at once at the site, or if it 

is in a semi-good quality, we try, if possible to use it in some new production if that is 

feasible. We use several millions of NOK yearly to properly recycle and manage distorted 

paint and coatings.     

-   Do you/your suppliers/ your customers operate with any penalty costs if not the 

goods are delivered on time? 

Carl Christian: Not directly, at least as I have heard of. We have some service-degree 

agreements, when it comes to on time delivery among others, there some discounts may be 

introduced if severe delays or breach of contracts. But we do not operate with fixed fees in 

tickets if they are not able to deliver. It is more than if the service level is broken enough time 

and no measures are implemented to assure that it is kept, Jotun can terminate the contract. 

The incentives are in most cases the other way around. If we purchase for a certain amount of 

money and volume yearly we will receive a discount. Or if we sell a lot to a customer we give 

him a discount, it is more of a bonus scheme, than punishment. It is not that easy to make a 

supplier sign a contract there if he does not keep his part of the bargain, we want heavy price 

discounts, which are why we try to encourage by give bonuses instead. When we are building 

plants and WHs or if we pay IT-consultants, we operate with a related system. There we tell 

the contractor that we only pay the price for an agreed upon worst- case scenario, if it exceeds 

that time frame or costs, we do not pay for it, if it is far due date, then some pricing discounts 

even may be demanded.       

- With regards to your dual sourcing (when available); percentage purchased from 

nr2, difference in cost? Reason? (Not able to deliver timely or amount?). 

Erlend: Often if we have two available suppliers, we often purchase the same amount from 

both. This is of a tactical manner then both suppliers are evaluated up against each other and 

that often increase the service and the delivery condition. Often we have only one sole 

supplier, but we know of another that are able to supply us, if our primary supplier breaks 

down or are not able to supply after specifications. It is not necessarily the case that the 

secondary supplier‟s spot price is higher than at the primary, it depends on the product.  

- Have you experienced some negative aspects of the technology you use 

Carl Christian: I will not say that we have experienced that much. There are always some 

negative aspects in addition to the positive sides of technology by for example implementing 

a common IT system. We achieve much better transparency, visibility and control of our 

information flows when everything where saved at one BW and accessed through a common 
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cockpit, but we lost some flexibility with regards to specialisation and customisation of 

different locations and departments. Just to emphasise, the benefits far outweighs the 

problems, and helps us create synergies and more up to date information sharing.      

12.4. Transcript #4, Blankert #2    

Interview #2 Leif Willy Blankert, CEO PKS Industry and Interior 19.04. 11.  

Interview duration: 00.38.52. Time used on translation and transcription: 4h 

- With regards to your IT system; when you receive an order and you are out of 

stock, do you have any possibility to inform you customers when the good will 

arrive, track and trace, or is it only the predefined schedule from your suppliers? 

Leif: What we are going to pick up in Germany in accordance to our orders do we receive 

each Thursday. It is we that have to order a shipping company to pick up the goods that we 

have ordered, and it is us that have to pay for the transportation from Emrich in Germany to 

Drammen in Norway. There we use a company that is called „Fredrikstad langtransport‟.  FLT 

then receives information from Q-railing each Wednesday how many packages that they are 

suppose to pick up, they need this information to determine what kind of truck they are going 

to use for the route.  

Erlend: So when you order from Q-railing, it is Q-railing that contacts FLT that they have to 

come and pick up some packages? 

Leif: Yes it is, we have used FLT for many years and has informed Q-railing about this. We 

are charged by FLT after three variables; number of packages, total weight and total volume 

transported. But when we have registered an order from a customer, our customer does not 

receive the information if we have run out of stock and when it will arrive at our WH. At that 

area we have potential to develop, we are not good enough to inform our customers on delays 

at present moment.  

- How do you solve/ what kind of return logistics do you operate with? Amount, 

what, coordination implications? 

Leif: Q-railing does not accept returned goods, our furniture suppliers from Italy do not 

accept any goods returned. If we order wrong goods, it is our responsibility in most of the 

cases. If we have order a lot of goods wrong and they are not obsolete, and our suppliers 

know that they can sell it to their other customers, then they sometimes accept the returned 

goods. This is quite costly for us, since then we have to order the vessel, and we have to pay 

for it!  

- What about forecasting? Methods, calculations, data usage, availability, up to date, 

forecast errors? 

 Leif: We try, and we know what goods that we sell all the time. This is also connected with 

our replenishment routines. Some of our goods we have installed alerts when we only have 10 

units left on stock, while others we have set the alerts for when it is 100 units left. These 
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parameters are set after the products turnover, which we can access from our IS. We can view 

our sales history in monthly time-batches. When looking at the historical data together with 

our market knowledge we can view that our one more hardened stainless steel has an increase 

in demand in the summer season due to then more projects are done outdoor. In addition Q-

railing asks us all the time if we have received any future large orders so they can prepare and 

order in accordance. Recently we informed Q-railing about several jobs we are going to do on 

some ships, and the required goods are then pre-ordered in advance, even if we are not going 

to start on these jobs before in 6 months time. This is done to ensure supply, so they do not 

run out of stock and as a result of that we will be delayed. They also ask us on an SKU level 

how much we think or have estimated that we will sell the next year, this we are not able to 

answer.   

- LT in form of transportation- outbound logistics? 

Leif: That depends to some extend where in Norway we are shipping the goods. We have 

contracts with Ramberg logistics, and the Norwegian post service that is called „Bring‟. Both 

Ramberg and Bring picks up packages from us each day. All packages longer than 2 metres 

and which exceeds 25 kilos we ship with Ramberg, the rest with the Norwegian post service. 

The packages that Bring delivers from us to Stavanger, Bergen, Trondheim, are shipped to 

destination the day after. From Trondheim to Bodø it takes 2 days and everything north of 

Bodø, 3 days. The LT of the outbound logistics are not a big issue for neither us nor our 

customers. The same goes for Ramberg, only they use one more day at their DC for setting up 

the routing schedule and to package the trucks. We use Kjell Hansen Shipping for the goods 

that are going north of Bodø; the total LT from picking up the package here until it is 

delivered at end destination is 4 days. With all our outbound logistical costs it is the customers 

who pay. When we are using Bring it is predefined costs after destination and weight so that 

shipping fee is already posted on the bill that we send the customers, when we use the other 

carrier- companies, they send us a bill after completed route, which we forward to our 

customers.  

- Have you experienced some distortion of your goods due to outsourcing or 

transportation? 

Leif: Rarely inbound, but yes some outbound. There is rarely any damage on the packages we 

send with Bring, but the other logistical firms that ships the bigger and heavier packages it 

happens. When the customer receives their goods, it is determined by law that the customer 

has to check if everything is good. If we have sent 100 chairs we cannot force upon him to 

check all. The problems occur those times then after the customer has received his chairs, he 

is not going to use it before 3-4 weeks, in the meanwhile he stores it, and then when he opens 

the shipment he discovers that 3 chairs are broken due to the fork-truck has broken one of the 

pallets thereby the chairs. Then contacts us and tells us about this it is we that has the 

responsibility and not the logistical company. If a package that we sent get lost the logistical 

company has 30 days of retrieving the package before they have to pay anything. In our case 

this is not a really good deal for either us or our customers; since we in most instances make 

tailored products, and if the customer is going to open a new restaurant in 5 days and his rail 
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with the connected poles and glass- frame are lost, he then has a problem. Most of the times 

the customers wants us to start manufacturing a new edition of their rail, which we in most 

cases do, even if it is us that has to pay for it if the old rail are found within the 30 days time 

period.  

- Do you have any measurement of not adequate quality, or wrong products 

received? 

Leif: Not in terms of quality but the content was a medium type of problem from Q-railing 

before. Today they have a new control system which has improved their delivery 

performance. When they receive an order from us, one employee picks the goods, then 

another one goes over the pallet and checks if everything is good before he packs it. Both of 

the employees have to sign the shipment-bill. Another area there they use technology to even 

further improve is that all their goods are registered after weight, so when we order 178 glass- 

clamps, then the total weight should be 27,2 kg, this is the weight that both employees at Q-

railing has to sign for before shipping the pallet off.  

Erlend: Then you can easily discover when some of your goods are getting lost in 

transportation then, due to a variation in both weight and amount of packages sent and 

received? 

Leif: We have as mentioned most damage on our goods on our outbound logistics and when 

we use other carriers than Bring, due to those logistical companies are sending worldwide and 

then they have more packages to manage and then mistakes may occur.  

- Have you had an OOS due to wrong picking from your stock that has not been 

registered properly so the whole production stops since you run out of 

components? 

Leif: Yes it has. We had a recent example of that today, when a customer orders some goods 

3 weeks ago and he was suppose to pick them up today. They needed some goods for a 

building site on an island, and they had ordered air-transportation especially to pick this up. 

We had run out of stock, while we thought we had enough so we had to substitute his order 

with some components that was much more expensive, but at the same price paid by the 

customer.  

- With regards to industry customers and your suppliers, are there anyone that 

operates with penalty costs?  

Erlend: Do your customers make you sign a contract where it is specified that at this date 

everything is supposed to be assembled, if not you have to give them discount on the charged 

price – or in your case, if you do not receive your complete order at the specific date you also 

want discounts?  

Leif: With regards to Q-railing, we are not able to do this, but we have customers that demand 

this from us. They have requirements on when the goods shall be manufactured and 

assembled. If we are not able to deliver after these deadlines they operate with day-fines. 
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There we have everything from 500 to 5000 a day. Even if they are delayed on the building 

site so we are not able to start our assembly on-site and thereby are delayed we are still fined. 

If we are not going to be fined we have to inform them at an early stage that since they are 

delayed we are not able to deliver at pre-defined date. If we have not told them about this, we 

have then indirectly approved their delays and we have accepted the following day-fees.  

Erlend: Has there been any hassle regarding this area, when you inform the land-lord that 

since you are 2 weeks late, we are not able to deliver the goods assembled at the original time, 

but we need another week?  

Leif: Yes that also happens quite often. We are still able to deliver, but then we have to set in 

3 shifts, which decrease our profitability. In this industry we have to do this so we do not 

receive a bad reputation.  

- If you inform the land-lord of the production site that you are not able to deliver 

on time, since your suppliers are OOS, do they care about this? 

Leif: They do not care at all, it is our responsibility. In addition we cannot say to our suppliers 

that since you where 5 days late, we received penalty- fees of 25 000 NOK. That is clearly 

stated in Q-railing‟s trade agreements that we have to accept if we want to receive any goods 

from them. For the record it has not been that big of an issue, there was once when their 

container ship burned down on its way from China to Germany, then they informed us that we 

were allowed to purchase our goods from other suppliers, despite our trade agreements with 

them.                

12.5. Transcript # 5, Pedersen & Brumoen #1 

Interview #1 Leif Pedersen, Country Manager and Bente Brumoen finance and logistics 

officer Meda A/S 18.05. 11.  

Interview duration: 01.34.18. Time used on translation and transcription: 10h 

- What are your expert areas and what are your positions at Meda? 

Leif: I am the Country Manager at Meda Norway that is a subsidiary company of Meda 

AB in Sweden, which I have been positioned in the last 10 years. Before that I have had 

several varied positions within the firm.  

Bente: I am the finance and logistical manager at Meda, and have been employed at Meda 

for 7 years. Daily I have varied tasks within the areas of accounting, budgeting, and 

logistics. Within the areas of logistics it entails order receiving and forwarding these to 

our WHs in Sweden. My theoretical background is a master‟s degree in business and 

administration at BI- Norwegian School of Management.  

- What are your most common coordination and synchronisation problems/ 

implications, what do you do to try to avoid these? 

Bente: At present moment we are implementing a new IT system and here we have among 

other problems had difficulties with that the different item numbers did not match between the 
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Norwegian and the Swedish system since they are not synchronised. When I send an order to 

Sweden after some tablets for example, these tablets has their own article number, but they 

have another number at the Swedish WHs. When I send an order, I do not get any calls or 

information from them, and then it happens that the order has been declined, and this is not 

detected before 3 weeks later when those who had ordered the different pharmaceuticals have 

not received them. Then we find out that this order has never been registered and we have to 

do this all over again. All this because the item numbers vary from the different countries and 

no alerts are installed to ensure that the order has been registered successfully. Before we 

started the implementation of our new IT system, we did not have these problems, but we are 

counting on that this is implementation issues, which will be solved one by one.  

Bente: The one thing that is a bit special about the pharmaceutical industry is that it is the 

physician- stand who allocates the different names and item numbers to the drugs. The 

positive side of this is that the item numbers are decided centrally in Norway and all the 

different retailers and wholesalers are using the same numbers, the negative aspect is that 

Sweden is also doing this, but they use other numbers, the same goes for Denmark as well. In 

addition to the implementation and synchronisation issues of item numbers of our drugs, our 

most common problem is backorders.  

Erlend: Why do these backorders occur?  

Bente: There are two origins of this problem, 1, we sell more than we had calculated with and 

2, the system is not 100 % up to date, and if we sell twice as many SKUs one week than we 

usually do, the system do not register this at once and the WH may then run OOS.  

Erlend: So when you register an order in to your system, it is not automatically updated 

towards the WHs and replenishment policies in Sweden?  

Bente: No, there is no surveillance system or alerts that automatically update the inventory 

levels. At present moment there are too many manual routines at our processes, so it can take 

as much as 1 month before this is discovered.  

Erlend: Would you then agree that too much unnecessary tasks are done at the order 

processing?  

Bente: Yes, totally. There should be some predefined alerts that had given information about 

this, so both we and the DC in Swede had received the information timely. This was one of 

the reasons why we changed the system, to be able to install these alerts. Our new system is 

called „Dynamic AX‟, that is a Microsoft system. This system is now as we speak being 

implemented at all the different subsidiary companies of Meda. We started this process as late 

as in April, so we have not had the time to tailor the standard program to our needs and 

requirements, but we are going to.            

- How would you characterize your demand pattern of your industry, why? 

(Smooth, seasonal, trend, erratic, intermittent, lumpy- fast moving/slow moving). 

Does it wary between your segments? 
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Bente: It is in most instances steady/smooth the year around, but our DC is carrying really 

low SS of the different items, so we are vulnerable for orders that are higher than forecasted. 

We are not talking about really large volumes, so when the order is doubled it is not a large 

amount of SKUs, but this will still cause a lot of problems. If the sourcing responsible does 

not detect this „peak‟ in amount ordered they are not able to replenish their stock sufficiently. 

I would argue that 80% of our products have a steady demand the year around and some 

products have a seasonal trend.  

Leif: Antibiotics and cough medicine are examples of products we see a seasonal trend in the 

months of November to December and January, when the flue- season is at its worst. This 

also varies from year to year, depending on the spread of the flue. The demand after our 

cough medicine; Cosylan will vary after the impact of the spread. It can be concluded that the 

demand in November and December is represented by a smaller peak, but it is also affected 

by other variables than the seasonal pharmaceuticals. Those medicines that are given on 

prescription from the doctor have an increase in demand at the year‟s end. This is due to after 

the patient has used x-amount of money during the year he/she will get the rest of the 

medicines for free. We experience that a lot of patients are then type of forward buying since 

they get it for free and want to make the best of it. A result of this is a decline in these drugs 

in January since they then have sufficient enough medicine for that period.  

Erlend: When you receive an order, does not the procurer in Sweden receive this information 

at once?  

Bente: These orders are 4 pages long, and the procurer has 20-30 products so he/she will not 

detect this at once when there are some fluctuations. They go over the product categories they 

are responsible for once a week and see whether the stocks are sufficient or not. Then they are 

not able to detect the changes, and often then 3 weeks has passed and stock outs occur. Again, 

this is why the new shared IT-system is implemented to detect this. Before everything was 

communicated through Excel-spread sheets, which we used several weeks to send to each 

other, and often various editions of the same spreadsheet occurred with several typing 

mistakes and other problems that made the ordering process really heavy and often inaccurate.  

- What about forecasting? Methods, calculations, data usage, availability, up to date, 

forecast errors, which product groups and departments? 

Erlend: Are you using your mentioned marked knowledge with regards to seasonal trends, 

history and general industry-increase to be able to communicate to the DC in Sweden that you 

will soon experience an increase?  

Leif: We are operating with 18-months of forecasting intervals that the category manager 

make and give to Bente, which she is further on forwarding to the responsible once in 

Sweden.  

Bente: On the basis of this they are not solely using the forecast, but a market statistics 

combined with what they anticipate to do with regards to promotional activities. When the 

procurer in Sweden receive data from Norway, Sweden, Iceland and Finland, on an 
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aggregated level; the total demand can vary due to a fluctuation in one of the countries, so the 

forecast will always be wrong. There can be two reasons for this; one, if they purchase too 

much or if they order some products and there has been a disruption or break down at the 

producer, or it can be a shipping problem. The implications can occur at several tiers which 

lead to backorders and delays of shipments.  

Erlend: Is delivery implications, and problems with supply a common problem? 

Bente: In my opinion, it has been too many delivery disruptions from the suppliers due to 

production.    

- Will increased promotions affect the demand pattern, or lead to a peak? 

Leif: A peak is a bit exaggeration, but an increase in demand is clear. Especially when 

launching new products we experience a remarkable increase. In these situations it is hard to 

estimate when the promotional activities will work, and the customer starts to buy. Other 

factors that affect the demand as mentioned when the end consumers receive a refund on their 

pharmaceuticals.      

- Of your different departments/product- treatment areas, which one stands for 

the highest turnover (revenue & SKU) ABC- categorisation? 

Leif: One of our products stands approximately for 20% of our revenue.  

Bente: We have between 70-80 products, 10 of these products account for 80% of our bottom 

line. There the one that counts for 20 % and the rest of them almost equal to each other.  

Erlend: Do these products have a high value, volume or both?  

Leif: One of our products which are called „TrioBe‟ can be categorised as a relatively non-

expensive product, but with a high volume. 

Erlend: Are you then allocating more resources on the mentioned 10 products?  

Bente: Often we receive a task from Sweden, there we are supposed to rank our 

pharmaceuticals both revenue- and medical- wise. Here it is the TrioBe that is most important 

to us when it comes to revenue, and it is others, that is not that economical important for us, 

but from a medical- perspective, which we then have to deliver timely to our customers. One 

issue that we have is that Meda in Sweden is much bigger than Meda in Norway, so their 

priorities will triumph ours. If we say that „Tambocor‟ is an important pharmaceutical for us, 

it is not necessarily prioritised due to low vitality in Sweden. On the basis of this Meda is 

allocating the proper SS on the basis of both economy and medical- vitality. If I say that we 

need 3 months of SS on this good, it is not necessarily that Sweden takes this in to account 

when they are allocating resources and orders from their suppliers, this is due to that the 

product has a low volume on a aggregated level in the Northern countries.  

Leif: When we talk about suppliers, or the ability to supply it is from our DC in Sweden, 

which has their own suppliers that are producing the pharmaceuticals. 
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Erlend: Then you work solely as an intermediary for the customers in Norway to order 

through, and you are not stocking anything?  

Leif: That is correct. 

Erlend: Was it correct that you then have some internal problems in the firm; there you have 

some goals and preferences while Meda AB centrally has their own, and this triumph often 

your needs due to that Sweden is so much bigger? 

Bente: That is an issue yes, or a tier that we have to work with that is a challenge some times. 

I have experienced that Meda AB has prioritised themselves before us. 

Leif: To put it in perspective; Meda Sweden‟s monthly revenue is the same amount as we 

have in half a year.  

Bente: In addition the procurers in Sweden are targeting the Swedish market since they know 

that we are targeting the Norwegian one. If the Swedish procurers receive an order from both 

Norway and Sweden, they have a tendency to prioritise the Swedish one, since this is their 

core marked.  

Erlend: How is Norway in size in comparison with Iceland, Finland and Denmark then?  

Leif: Iceland do not have their own subsidiary company, they are getting served through 

Denmark. We are almost exactly the same size as Denmark and a bit bigger then Finland. In 

all the reports, all the Nordic countries are defined within one region; „The Nordic Regions‟. 

Here Norway and Sweden are collaborating much closer than Denmark and Sweden.     

- Who do you supply, and which ones are your most important customers? 

Bente: That is 3 Norwegian wholesalers, they account for 90 % of our customer base. These 

are NMD, Alliance Boots and Apokjeden In addition we have also some medical equipment 

customers which we have not discussed; these in total counts for 5% of our bottom line. At 

this product portfolio, we have our own WH, but as we agreed upon is not the focus in this 

interview.  

- When you receive an order from your customers and you are not able to fulfil 

their orders, do you receive any penalty costs if you do not deliver within 

specified requirements (time and amount) – What do you do then? 

Bente: Normally we do not receive any penalty costs if we are not able to supply, but there 

are some „List-products‟ that we have to deliver to hospitals, which we have won on a 

bidding- round we have to deliver. If we are not capable to supply them properly, and they 

have to purchase a similar medicine from another supplier, we have to cover the excess cost if 

that occur.   

Leif: That only counts for the pharmaceuticals that are going to the hospitals, but I have to 

stress, that these orders also go through our existing customer base, which works as a 

wholesaler for the hospitals and pharmacies further downstream. This is because you have to 
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have a license to be able to trade pharmaceuticals. Some years a larger share of our orders 

comes from bidding-rounds, this year this share is low.  

Bente: It is a related risk to win these bidding rounds, one year we received penalty costs 

from MND of 1 million NOK, due to we were not able to supple the order that were going to 

the hospital on time. Despite of the penalty costs, our biggest risk is to get bad publicity from 

our customers. A combination between having the goods, good information and service, and 

fast feedback to the customers will lead to better customer perception.  

Erlend: I agree. I would imagine that you are ranked after service level from your suppliers 

also. 

Bente: Yes we are. And there the procurers have all the power, so it is important to have a 

good relationship with them. 

Leif: In addition, on the products that are sold on prescription, they are required to purchase 

from us, and have a certain minimum amount on stock. Here again our customers have some 

options if they are not satisfied with our delivery performance and service; they can buy a 

substituting product from our competitors or parallel import it. It cannot be stressed enough 

that we have to be service minded and have a good communication and relationship with our 

customers.  

Erlend: Then you should also inform the customers at once if they send you an order and you 

are not able to fulfil it completely, you have to inform them at once so they know what they 

will receive and when they will receive the rest.    

- Can you elaborate on the LT of inbound, internal, and outbound logistics, are 

they fixed or varying (why?) – What entail these processes? 

Bente: We use one week from when we receive an order to the customer receives its goods. 

This is an area that we are trying to improve, 1 week LT from Sweden to Norway is too long. 

If they have the goods on stock, I do not see the problem by shipping it the same day or 

maximum the day after. We determined a LT of 1 week to our customers to be able to manage 

all the manual processes of the old IT-system. Before when I sent an order with fax to 

Sweden, they had to print this out, punch it in to their own system, after that they had to give 

this piece of paper to their WH before they could start the process of picking and packing. 

Due to all these slow process it was determined 1 week of LT, so the customers had 

something to rely on. Now when I press „Enter‟ an EDI is sent to the DC in Sweden and to 

their WH, now I am experiencing that I receive information of that the order is picked and 

packed the same day, but I do not have any information regarding when it will be shipped to 

our customers in Norway. At present moment we do not have the information if the order is 

laying on storage for 1 week before it is shipped as previously or if it shipped earlier. We have 

neither received this information from Sweden, nor our customers. At present moment due to 

the implementation of the new IS, we have been satisfied that there has not been any 

disruptions or delays, but I believe when we have all the processes ready, we can reduce the 
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LT to 2 days. There are cars leaving the DC in Sweden each day, and if the goods are ready to 

be shipped why wait a week?  

Erlend: If your DC in Sweden run out of stock, what is the LT then, including the production 

LT? 

Bente: In most instances, when they run OOS, it is not on our whole shipment but maybe the 

last 10 items, then it in most instances only takes one week extra. But sometimes when the 

order is not successfully sent from Sweden to the producers, then the LT can be as long as 

between 4-6 months. For instance we have an order of „Ery-max‟ now that the producer never 

received that e-mail with the order. In most instances from the producers receive their order to 

it is delivered to the DC in Sweden it takes between 1-2 weeks, but some products can take as 

long as 6 months. It is not a common phenomenon that they run OOS, but we have 2-3 big 

cases a year. 

Leif: There was one example when one of the producers closed down their factory due to 

maintenance and they forgot to build up sufficient SS, as a consequence they ran out. These 

situations we are not able to do anything with, and then we just have to be good at informing 

the customers about the situation that has occurred.  

Bente: A bottleneck in the process is when the producer has produced the pharmaceuticals, all 

of it has to go through a batch release there it is approved. If there is something that is not 

adequate, they hold the good back. It can be everything from a wrong production of the pills, 

or as simple as that the labelling is wrong.  

Leif: There is a really strict quality control that is good to ensure the quality of the products, 

but may be the origin of delays since they will not release the production batch to the market.  

- How do your customers upload their requirements/ specifications/ orders – how 

do you receive your invoices? Do your supplier and the different departments 

receive this information? (Elaborate on the whole purchase process from order 

registered to order received from your customer to your supplier) – is IT/IS a 

part of this? 

Bente: All orders from customers to us are done by fax. In the future we are going to receive 

this on an EDI, so we can just forward this to Sweden, but a present moment we are sticking 

to fax so there is not too much processes that are reengineered at once. When I receive this 

order it takes approximately 10 minutes to type in the 40 lines of order data. I send this to 

Sweden; they register it, make a purchase order and send it to the WH for picking and 

packing. Form the 7
th

 of April everything will go automatically, but now the EDI-file has a 

tendency to be disrupted from the WH and back to the procurer for approval. When he/she 

compares the order note from the WH to our order, approves it and they will send us the bill 

at once. I will get the information by mail that now the goods have been packaged and the bill 

is sent. The precarious aspect of this process is that I can receive information after 2 hours 

that the order is picked and packaged, but no information regarding when or if it has been 

sent.   
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Erlend: When you have registered and forward the order from your customers, and your task 

is done, do you give the customer information about what is happening and when, a kind of 

ATP solution either electronically with help of the IS or as low-tech as phone or e-mail? 

Bente: No, because the customers expect to receive a 100% CSL each time. Sometimes after 

the customers have ordered and they receive their goods after the LT of 1 week, and the 

delivery is not complete, they call us. Then we have to inform that this will be registered as a 

backorder, but we do not know when it will arrive.  

Erlend: So it is not before you are not successfully delivering your orders that you give your 

customers the information about the process?  

Bente: That is correct, because when we have 1 week of total LT, then everything is fixed and 

the delivery should be sufficient. Now the customers are demanding the goods even faster, 

that is our focus area that we strive to achieve. We cannot improve all our processes at once, 

but we are taking it step by step.    

- Are there any special requirements when it comes to transportation? Packaging, 

heat. Etc. 

Bente: Yes, we are supplying various items that have to be kept cool at all times. But here 

they have really good vehicles and processes to ensure this. The problem with the 

transportation is how it is packaged. We have had some instances with damage on our 

products that has occurred during transportation. Often the goods are just wrapped with 

plastic and if there is a bump in it we receive a lot of complaints, but often when they unwrap 

it, the pharmaceuticals are still intact.  

Erlend: Who is paying for the transportation and who is responsible for it? 

Bente: We pay and we are responsible for the shipment until it reaches the end destination at 

our customer‟s site. There has only been one example of that the shipment has disappeared, 

then we had to contact our insurance company.  

Erlend: Do you outsource your transportation? 

Bente: No, we do not. Our two DC in Sweden are transporting it themselves. The positive 

aspect of this is that we can contact them if we have to make some changes in our routings in 

form of when the goods have to arrive in form of when our customers close.  

- Do you information about the inventory volume in Sweden, and if they have run 

out of stock? 

Bente: Yes we have, those times that we run OOS is not more than 2-3 products a week. 

When we are not able to fulfil completely we deliver the next week. If we receive an order of 

100 nasal sprays, and our WH informs us that they only have 90 on stock now, the excess 10 

will be registered as a backorder. If after a while a customer has several backorders that are 

piling up from week to week, we contact them and ask whether they still want the last items 

or if we can delete these.  
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Leif: This is done if the customer the week later orders twice as many and has then already 

filled their stock, then it is not necessary to supply them with the last 10. Neither they nor we 

want them to carry too much inventory that may not be sold in the future.     

Erlend: Is the industry standard that it is normal to ship whatever you got and then the next 

week send the rest and this is no problem at all?        

Bente: Yes it is. In addition we are not a large supplier for our customers so in many 

instances they do not register that they have received 10 less than they originally ordered.  

Leif: The reason why they are not that sensitive to achieve 100% supply all time is that they 

have inventories both at their companies, but also the pharmacies are carrying some SS. In 

most instances they have a safety buffer of 14 days in their chain downstream.  

Bente: There was one example there we registered an order from our different customers and 

we did not receive the bill from Sweden. I thought that it was only the bill that was missing, 

but I found out that the shipment had never left the WH in Sweden. None of our customers 

had filed a complaint, they were used to that some of their goods was always delayed a 14 

days or so. 

- How large are you as a supplier for your customers? 

Leif: In the pharmaceutical industry we are the 20
th

 largest one in Norway. We are rated as a 

medium-sized supplier.  

Bente: As Leif mentioned then they often have 19 other suppliers, which in most instances 

are large and they order more from. So if they are missing only one out of their 20 products 

on an order, they are satisfied. In addition, the 19 other companies are striving with the same 

type of problems as we are, so we are not any worse than all the other once. So we are 

actually rated as a good and reliable supplier.  

Leif: Before I started we had a bit negative reputation when it came to our deliveries, but this 

has improved drastically the last years. Before especially „Apokjeden‟ where often contacting 

us and wondering where their orders were, so this has been an improved area.  

Bente: To have a good relationship, by answering the phone and give feedback and 

information timely is helping us to achieve more satisfied customers.  

Leif: This reputation was not only Meda Norway but the whole firm globally. When we 

bought up the 3M‟s pharmaceutical division, they had also a negative reputation, which has 

now been improved drastically. We have improved a lot but we will still decrease our LT 

from 1 week and still have our good delivery rate, since the customers are willing to accept 1 

week LT, but perfect delivery, than 2 days and never satisfactory.  

Erlend: What is your goal of CSL? 

Bente: We are operating with a 97% CSL with on- time deliveries within the maximum of 1 

week.   
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Leif: This level we have to achieve, since they are contractually agreed upon. If we are not 

able to fulfil our conditions they are allowed to terminate the agreement and write a new one 

there we have worse conditions and profit margins.   

- How much/ what kind of information do you share upstream and downstream 

with your suppliers and customers (transactional level only or more)? 

Leif: Yes there are some aspects of relationship throughout our processes. For example Bente 

has daily communication with the procurers our customers; there they share information about 

future orders and inventories for instance. We have one person who is responsible for OTC 

(over the counter) items at the pharmacies, one for the prescription drugs, so we have several 

person allocated in the position as a „key account manager‟. These account managers have 

meetings with our customers and negotiate price with them.  

Erlend: While you are interacting on a daily basis, do you receive any information regarding 

their inventory levels and future promotional activities and such?  

Bente: Yes there have been some occasions there while communicating with our customers 

they have informed us that they are going to have some promotional activities in a couple of 

weeks, can you assure that you have enough items at stock to fulfil our future order. And in 

other instances, when we see that we are running out of some core products we are informing 

out customers that they have to fulfil their stocks now, before it is nothing left and they have 

to wait 3-4 weeks.  

Leif: When it comes to these OTC items, we are actually investing in joint-marketing with 

them when we are launching the different products. Then we have a really close collaboration 

on that aspect with ensuring that they have enough goods for the period the promotion lasts. 

Now we have purchased a firm that is call Antula healthcare, which has a really large share of 

OTC items that we have to work closely with, so then the relationship exceeds the more 

traditional coordination and flow of goods to marketing and end-consumer targeting. 

Leif: In Norway we have a vertical integration there 90% of the pharmacies are owned by 

wholesalers.  

Erlend: I would imagine that you benefit tremendous by collaborating at this level, by at an 

early stage receive information of that they are going to have a campaign and how much they 

are forecasting to sell during this period. Then you can easier and at an early stage inform the 

DC in Sweden and tell them that this will happen in the future so they have time to order the 

required amount from their suppliers.  

Bente: When the category managers are calculating the forecasts that are sent to Sweden later 

on, they do it on the basis of future campaigns and promotional activities. An issue here is that 

we cannot just add a 10% increase just to secure us selves supply, since then it will be an 

excess supply throughout the chain that our customers are not able to sell and they are 

returning it and it will cost us money.  

- How do you solve/ what kind of return logistics do you operate with? (Cost?) 
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Bente: When the main office in Sweden experience that we have forecasted too much and 

asked them to source the required amounts that we were not able to sell. It is we that have to 

cover the costs. This can occur either at our WHs or at our customers stocks that they have 

purchased from us.  

Leif: All our customers have 100% return policy, free of charge. That is why it is important 

that both we do not order too much form our supplier or our customers purchase too much. 

They have a minimum requirement of that the pharmaceuticals shall have a shelf- lifetime of a 

minimum of 12 months. If they see that their stocks have a shelf-time of less, they send it 

back, but often they accept a shelf-time of 8 months.  

Bente: They also have an interest in keeping the obsolescence as low as possible since there 

are a lot of administrative costs and paperwork that are connected to the return logistics, 

which they have to cover themselves. The ideal situation is that everything is sold all time. In 

my experience our customers are quite fair when it comes to the return of goods and order 

policies. When they know that they receive orders from us once a week, they are not 

interested in keeping inventory and send it back just for the fun of it. In addition this is a vital 

resource for them, since in most instances they do not have enough space for all their goods. 

If we had been perceived as an unstable supplier that would maybe had led to that they had to 

keep a higher SS that they do at present situation.                  

- Who where the driver behind the implementation process of your new IS, who 

covered the investment specific costs? 

Bente: That was Meda AB in Sweden who paid for that. Before we had a really old and 

unpractical program there the data availability was not good at all. Now we are implementing 

this new system that Meda AB believe will fit good to them and all their subsidiary 

companies.   

- If you had to narrow it down to 1-2 examples, what is the most vital information 

that that are crucial for your value chain? What can/are the results if this is not 

done adequately?  

Bente: I we had received more proactive information would have been perfect. Earlier 

information from our customers about demand and their inventory levels. From our suppliers 

if we had received up to date information about inventories, future orders, available inventory 

and when replenishments will arrive on site. If I had to choose I would have stressed the 

information from Meda AB to us, which is in my opinion the weakest link in the chain.  

Erlend: To try to avoid the risk of disrupted or inadequate supply then? 

Bente: Yes. The internal service and processes could be improved drastically. Then we would 

be able to serve our customers better and with timely information regarding all the necessary 

processes. At present moment we feel that we are always a bit behind schedule and never 

completely up to date. Then we could give our customers full information about item arrival if 

our WH went OOS. Sometimes I actually receive this information from Meda AB, but it 
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depends on the individual procurer that I contact. This information should be made available 

to all and not depend on who you are talking to.  

Leif: I would state it is the flow of information from Meda AB centrally to all its subsidiary 

companies, their departments or at least their Country Managers. If there is a stock out, then 

they in most instances have known this for a while. This information would have been good to 

have and then been able to communication to our customers at once.  

Erlend: I do not see the problem by installing alerts on the different inventory levels there 

you receive information at once when the inventory drops below ROP and when stock outs 

occur. This to be able to reduce the time between stock outs to replenishments. The internal 

information process and LT will then drastically be reduced.  

Leif: Yes that would have been beneficial.  

- Has it happened that there has been a mismatch between the data you have 

retrieved from the IS and what the actual inventory levels have been? Has this 

inconsistency in information led to any implications?  

Bente: No, not that I can recall. But I have experienced that the item number has changed, 

and I type the new number in and want to place and order, then I receive information there 

they say that they have ran out and they do not know when replenishments will arrive. Then I 

have to say that the item number has change and that they have it on stock. This implication 

with both different item numbers and updated once or inconsistent registering of data have 

made the processes more time consuming that necessary.      

- Can you elaborate about the information and flow of goods between your plants 

(in France, Germany, and in the US)? 

Bente: The same purpose as Meda AB in Sweden has for us, have the other WHs for the 

different regions and areas of Europe for example. In addition, if I need a product that is 

stored in the DC in Germany, it is Meda AB that sends this order on an aggregated level on 

behalf of Meda Nordic. That is why we have some huge WH and some smaller once. We have 

that policy of when a product is sold in one country and thereby stocked; we try to sell it in all 

countries to achieve economies of scale when we are ordering from the producers.  

 

These transcripts have been translated from Norwegian to English. Spelling mistakes and 

grammatically errors that due occur, as well as sentence structure that could have been 

formulated better is not the interview objects mistake, but the author of the thesis. The 

interviews have been sent to the interview objects for approval and correction before final 

edition where put as an appendix.              

 

 


