European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol No.28, 2013 STE

Supply Chain cost identification as a means of cost reduction
strategy. -A case study of Ghana Supply Company Limited

Musah Osumanu Doumbial, Emelia Ohene Afriyie2, BMdduml, George Abaka Blankson2
1. Department of Purchasing and Supply, Accra Bohic, Accra- Ghana.
2.Department of Secretaryship and Management stulleera Polytechnic, Accra - Ghana
Email of corresponding author: doumbiaos @yahouakco.

Abstract

This paper examines the concept of supply chain (8@xplore non-value adding activities in ordermffer a
firm, a cost reduction strategy. This strategytstaith mapping the SC and identifying each andeeetivity
along it, starting from the last tier supplier tetfinal consumer. The aim of the paper is to eranthe SC
processes of Ghana Supply Company Limited (GSCl9mAll-scale case study was adopted with both pyima
and secondary data sources being used. The pridetey focused on the use of personal interviews and
guestionnaires while secondary data was sourced joarnals, the internet and other publicationgipent to
the topic. Sample of ten questionnaires were aidteired on the personnel of the Procurement, Waisshg
and Shipping departments constituting a populatibtwenty-nine (29). Close and open-ended questiaere
asked to enable respondents to come out with divérgnswers. Findings of the study revealed theastipply
chain operations of GSCL to a large extent is wedirdinated as evidenced by the integration of/aiets such
as procurement, shipping, warehousing and fleetagrement under the direct control and supervisiothef
Director of Operations.
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1. Introduction

For many organizations, senior leadership setsh farinual department goals. In the case of purchasin
department, these goals often include cost reductRegardless of the savings achieved the preweas,
purchasing managers are facing year-over-year regiction initiative. Whether it was three or teergent,
savings is expected to be attained year after yasstainable cost savings is now a strategic emmdeathat
includes the entire supply chain to reach untouclweshs of cost opportunities (Yuva, 2004). Undaodigte
supply chain activities to a large extent haveeatgr impact on the final price of a product andld¢de viewed

as the total network of interconnected operatioh&lvinvolves all the network of upstream firmsttpaovide
directly or indirectly the supply of goods and sees to an operation. And the network of downstrdaims
responsible for delivery and after-market servit&soproducts and /or services to the ultimatestoner.

Stevens (1989) also states that while businesa sfient a lot of time and thought on strategicasdu the area
of manufacturing, finance and marketing, the foéwmsthe supply chain is rarely strategic. It tertdsbe
operational. If the supply chain issues are digigrh such that, the supply chain is excluded frbenstrategic
debate, there is imbalance, exploitable opporemitire missed and the impact of the competitiveathr
increased.

The objective of this paper is to examine proceskgsoyed in the supply chain of Ghana Supply Campa
Limited (GSCL). It also aims at examining the sypphain activities and cost reduction strategieprasticed
by the Ghana Supply Company Limited. An awarendsthe major causes of inefficiencies will help imet
formulation of more realistic and successful styes towards efficient supply chain management.

2. Methodology

Primary and secondary data sources were used dosttllly. Personal interviews and questionnaire® ‘e
data collection tools deployed. The questionnawese administered to personnel of the Procurement,
Warehousing and Shipping departments of Ghana gupppany Limited. The use of close and open-ended
questions enabled respondents to come out withrghwé answers to the various questions asked. Rarso
interview was used to back up the questionnairestanget first-hand explanations of some of thewams
proffered. The secondary data was sourced fromn@sy the worldwide web, major textbooks and other
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publications on the topic.

2.1 Research design

The design adopted both qualitative and quantgatesearch methods. While quantitative proceduree w
directly used to analyze numeric data obtained fidentified variables, the qualitative approachufsed on in-
depth interpretation and analysis of responses tlenquestionnaires and interviews. Descriptivemrelation
procedures were employed for detailed analysisetdtionship among variables. This approach aimed at
eliminating or reducing any weakness, which a gimgkearch approach would have brought.

2.2 Sampling technique

The purposive or preferential sampling procedure a@opted for this study that is, the researcHectssl the
population members based on his own judgment amvledge of the target population, those who will
constitute a prospect for accurate information iarmbnformity to the objections of the researchaim

The sample population, which is a representatiothefelements of the target population, coveredethtée
procurement department that has the director amge thectional heads and a labour force of twentg-29).
The sample size, defined as the number of elentefits included in a study.

2.3 Data Analysis Procedure

The main statistical technique employed was to @mpesponses from the various respondents aftiehvali
responses were tallied and grouped. The percentatfeod was used to strike out the percentage pbreents
with similar opinions in relations to the total ner of respondents that completed the questiormaitatistical
tables and pie charts were also used to the geveeider a better understanding and in some ceselsigideas
of the study.

3 Literature Review

The term supply chain like any other term in pusthg and supply has been difficult to approximatidfine to
suit a particular situation. However, in this paedefinition is adopted from Womack and Jone®96)9which
defined supply chain as "all the specific actioeguired to bring a specific product from raw matisrito a
finished product in the hands of the consumer. Stpply chain is the upstream of the organizatiealse chain
and is responsible for ensuring that the right n@l&eservices and technologies are purchased eliered at
the right price at the right time in the right gtialFollowing from the above definitions of thepgly chain, it
can be deduced that the scope of the supply clsaicoimposed of the various links, which leads to the
satisfaction of the end user. The link begins lia production of the raw material. However, th&n material)
might be extracted or grown and continues througimerous stages during which the raw material imedf
processed, formed and assembled into finished ptsdit also includes packaging, delivery, andilietaof the
product to the ultimate consumer.

3.1The supply chain management

Martin Christopher (1992) defines supply chain ngeamaent as the network organizations that are imeblv
through upstream and downstream linkages in therdift processes and activities that produce valube
form of products and services in the hands of ttienate consumer. To gain competitiveness a firaupply
chain must be well coordinated and integratives théw is supported by Ellen (1993) in their ddfon of the
Supply Chain Management as 'an integrative philbgdp manage the total flow of a distribution cheninom
the supplier to the ultimate user.' Traditionakych link of the supply chain was undertaken byepasate
organization, each of which acted independent lnérst and between which relationships were shegtiliand
adversarial and often lack the liaison necessamraonote the efficient functioning of the whole anigation.
However, developments with regards to material mameent and logistics management have reinforced the
need for an overall co-ordination by general maregéthe supply chain across organizational boriadand a
revision of the way supply chain are structured emaschaged.
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3.2 Goal of the supply chain

The goal of the supply chain is to improve the alleperformance of an organization by enhancing its
responsiveness to the market place by reducintpthecost of supply.

The objective is to ensure that multiple entergrienction as efficiently and effectively as a $ngnterprise
with full information, visibility and accountabilitwhich makes service to the final consumer thewubf the
process. At the heart of this integration is:

Information system:-which shares long term demameédules, and release dates with all member aftthanel.
Such systems obviously require long-term partnprsbntracts with trust necessary to the sharingeoitive
information.

Activity systems: - which integrates processeswaark-flows across organizational boundaries.

Relationship Support Systems: which support bothhef above. Indeed the goal of the supply chaitois
maximize profit through enhanced competitive maxkeich is achieve by lower cost to serve and a&hiavhe
shortest time frame. Such goals are only attainidltlee supply as a whole is closely co-ordinateaider that
total channel inventory is curtailed, bottleneckmove, time frame compressed and quality problertved or
eliminated.

According to Cooper and Ellram (1993) the followimge the potential goals of the supply chain: Reduaste /
non value activities, reduce amount of handlingréase customer service or responsiveness, reduesséve
inventory, both finished or raw materials, impraugply chain common, increase speed, increase amcof
information flow, increase information sharing, irape co-ordination of effort, continuous channel
improvement. Chase et al (1998) describes the gbahe supply chain management as that of reducing
uncertainty and risk in the supply, thereby posiivaffecting inventory levels, cycle time, processand
ultimately end consumer service levels.

3.3 Warehousing

According Burton (1989) a warehouse is an integeat of a complex organization and rarely existarmend in
itself. Its efficient operations depend upon anqadg¢e understanding of the needs of the whole argton and
cannot be dealt with in teams of stock control istribution or as an extension of the needs ofpiteauction
engineer or the accountant. The warehouse orgamzexists to bridge the gap between the econoreithous
of production and the needs of the consumer. Téleitato provide what is required, when it is regdj in the
conditions in which it is required and to do aleske economically. Goods or inventory in the buyietsrnal
supply chain should be minimized and should moviowor quickly as possible in order to capture theamum
added value for the organization and by extensipply chain partners.

Inventory and materials handling cost can makeifsdgimt contribution to an organization’s profitétyi and is
one more example of an area where proactive purdhasd supply chain management can reduce cosadohd
value for the organization.

4 Results and Discussion

Ten (10) self-administered questionnaires wereiliged to five (5) management and five (5) staéfmbers.
Each was satisfactorily completed and returnectintavery one of these questionnaires was weigteied10)
points to give a total of a hundred percent (100%a analysis was as follows:

All respondents representing a hundred percent 10886imously agreed that, the organization hagarate
department responsible for procurement. Althotiggreferred to as the Operations Department.

Seventy percent (70%) of the respondents agreédhtgrocurement function is strategically plageGSCL.
However, three (3) respondents, representing (3&#d)a contrary opinion. They disagreed and thotlgtitthe
procurement function is rather tactically placed.

As regards the question on how adequate qualitpsdphy is explained in operating policies and prhaes.
Responses obtained indicated that GSCL employdamnshecks on various processes from beginnimgndoto
ensure performance security and eliminate wastl Quality Management (TQM) is also practiced tewe
that things are done right the first time and evange and proactive measures are taken to avezttidétection.
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Commercial and Shipping Documents are well-scredidi to conform to trade policies and regulations.
Technical experts handle technical specificatiohfiexchemical products are tested by laboratorygssionals
to ensure adherence to International Organizatioisfandardization (ISO) Standards.

Responses on how potential suppliers are evalwatddmonitored indicated that financial capabiligchnical
adequacy, past performance, vendor rating systemdspariod assessments were the benchmarks used for
Supplier assessment and appraisal. However, oth#rons of evaluation include references, testimsnlzd
security, performance bonds, manufacture's sigeaturd inspection of certificate of incorporatioartificate to
commence business and tax clearance.

Responses on cost reduction strategy and improveshdime quality of products and/or services ineldgroper
procurement planning, effective lead-time managemerannounced visits to vendors premise to vegifglity
assurance systems. Frequent liaison with clienteptiimize service delivery. Capacity building o&fftvia
workshops and seminars and finally the testing ashges where necessary and destination inspecton b
appropriate authorities as well as point of delpiaspection.

5 Conclusions

The aims of every supply chain management inclugRigng maximum integration and co-operation of the
supply chain members for smooth and effective dmars. Findings of the study revealed that the suphain
operations of Ghana Supply Company Limited to gdaextent is well coordinated as this is evidermgdhe
integration of activities such as procurement, ginig, warehousing and fleet management under trectdi
control and supervision of the Director of Openasiolt also revealed that the GSCL uses properupentent
planning and effective lead-time management agagegly for reducing its supply chain cost. The plag stage
involves all parties concerned with the purchaseetgure meaningful contribution from members. Tikis
evidenced by for example the expeditious processingxemption documents on time to avoid delays and
payment of concomitant demurrage charges at sempmnrts.
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