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THE INTERDEPENDENCE BETWEEN PRODUCTION MANAGEMENT AND
LOGISTICS

Modern trends in production management have increased the importance of the time
factor in both production and logistics. However, there is much less room for maneuver in
production than in logistics. Therefore, to reduce the duration of the main production cycle,
many companies are trying to improve intra-production logistics by introducing new
technologies and logistics systems. Of decisive importance for production management is the
activity of supplying the necessary materials, including logistics operations.

In this context, it is worth mentioning that at the present stage the basic links between
production management and logistics have been concentrated by specialists in a new field that
has been defined as logistics management. According to the Council of Supply Chain
Management Professionals, “Logistics management is an integration function that coordinates
and optimizes all logistics activities, as well as integrates logistics activities with other
functions, including marketing, sales production, finance and information technology.” (Supply
Chain Management Definitions and Glossary, 2020).

We believe that the concept of logistics management best meets all the links between
production management and logistics.
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The interdependence between production management and logistics should be
considered, first of all, from the perspective of logistical support for production, as well as the
management of stocks of materials, unfinished production and finished products in the activity
of an industrial enterprise. At the same time, the logistics is called to ensure the management of
transport operations throughout the technological process, as well as the management of the
company's warehouses, etc.

In turn, the management of the production activity applies the general management
knowledge in the field of production of the industrial unit, in order to properly manage resources
and adapt production to market requirements. (Cotelnic, 2003, p.4).

Here we must make some clarifications regarding the principles of organization of
industrial production, which involve a set of economic and technical-organizational measures,
regarding the establishment, provision and coordination of means of production and labor in
such a way that the manufacture of products to be carried out in the best conditions.

The scientific organization of the production process in industrial enterprises must
ensure through the methods and techniques of organization used the observance of some basic
organization principles: (Cotelnic, 2003, pp.23-24)

1) The principle of proportionality emphasizes the need for certain proportions in order
to ensure continuity and rhythm in the organization of the production process depending on the
productivity of the workers or the efficiency of the machine.

Failure to comply with this principle and therefore non-compliance with the necessary
numerical proportions between different groups of workers or machine systems leads to the
appearance of narrow places or surpluses at the level of different production links. New
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technologies and changes in the organization of production lead to changes in the productivity
of groups of workers or in the efficiency of groups of machines, which require the operational
adaptation of such measures to restore the necessary proportionality between them. The
proportionality coefficient can be calculated as the ratio between the minimum and maximum
productivity. The size of this coefficient must tend towards unity.

2) The principle of rhythmicity expresses the requirement to ensure the necessary
conditions that allow the repetition at well determined intervals in accordance with the cadence
of manufacture of the same works, at the same jobs.

3) The principle of parallelism in the organization of production consists in the
simultaneous execution of different parts of a product or products, as well as of different parts
of the production process - phases, operations, stages. In the conditions of a superior
organization of the production, the development in parallel of the different phases or operations
imposes as a necessary condition the existence of a certain synchronization in their execution
in order to obtain at the fixed terms the finished production.

4) The principle of the straight line - that in the design of the technological process to
ensure the shortest way in the passage of different raw or auxiliary materials from one section
to another.

This presupposes that the flow of materials has a continuous character, to be as short as
possible, avoiding turns, opposite directions or intersections. The coefficient that characterizes
this principle is the coefficient of the straight line, which is calculated as a ratio between the
optimal size of the road to be traveled in order to achieve the technological process and the
actual size. The size of this coefficient must tend to one.

5) The principle of continuity consists in ensuring the development of the production
process without interruptions or with interruptions as small as possible in time, on all phases of
the production process. In general, the result of the interaction of logistics with production
management is manifested by a comparison of the traditional and logistical approach in the
process of organizing production (Figure 1).

At the same time, the logistical approach also advances certain requirements towards
production management, such as:

- the possibility of a lower degree of complexity of the product and maximum simplicity
of its design;

- a greater number of technological operations performed in a single job, minimizing
the time of preparatory and final operations;

- small batches of machined parts, minimizing their processing expectations at the
workplace;

- lower interoperable stocks.

The interaction between production management and logistics is also determined by the
duration of the main production cycle. Reducing production time and technology cycle is one
of the main logistics tasks for those companies that apply the concepts of ”JIT” (just in time)
or "LEAN production”.

However, if large stocks of finished products are created in the company's distribution

networks, then it is not necessary to impose a reduction in the duration of the production cycle.
This is how the relationship between internal production and external logistics manifests itself.
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PRODUCTION
ORGANIZATION
Traditional concepts Logistics concepts
» Ensuring  the  continuous > Rejection  of overstocks of
oper ation of the means of material resources
production, maintaining a high > Minimize time for carrying out
degree of use the main production, transport and
> Large stocks of material Storage Operations
resources for emergencies > Refusal to manufacture goods
» » Maneuverability of production for which there are no orders from
based on stocks customers
» Mandatory disposal of scrap
» Elimination of irrational
domestic transport operations

»| » Transforming suppliers into
business partners

» Maneuverability of production
based on production capacities

Figure 1. Traditional and logistical concepts of production organization
Source: adapted after I pucopves, M.H. u Yeapos, C.A., 2012.

In the case of JIT production systems, by scheduling the production a communication is
made regarding the production to be carried out both inside the enterprise and outside it, to the
suppliers. Better production scheduling contributes to improving the company's ability to meet
customer requirements by reducing inventory levels by operating in smaller batches.

There are several production planning tactics in JIT systems:

1) communication of production scheduling to suppliers;

2) elimination of waste;

3) use of the ”Kanban” technique;

4) production in small batches;

5) performing, after each operation, a control of the part to make sure that it is good.

In turn, LEAN production means identifying the value perceived by consumers by
analyzing all activities that lead to the realization of the product or service and then optimizing
the whole process from their point of view. The major difference between JIT and LEAN
production is that JIT is a philosophy of continuous improvement by focusing on an
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organization's internal efforts, while LEAN production focuses primarily on consumer
requirements.

It should be noted that the application of the LEAN production concept requires the
observance of 4 basic principles:

1. Activities must be fully specified in terms of time, content, sequence and outcome.

2. Each customer-supplier contact, both inside and outside, must be clearly defined by
specifying the persons involved, the methods, the durations and the quantities of goods or
services provided.

3. The flows of products and services must be simple and direct, ie the goods and
services will be directed directly to the people or machines where they are needed.

4. Any improvement in the system must be made in accordance with the “’scientific
method” at the lowest level of the enterprise.

The LEAN system requires that the activities, connections and flows of bag parts
subassemblies be monitored so that any problems are autocratically detected. Therefore, JIT
insists on continuous improvement of processes and products, LEAN production on
understanding consumer requirements and on lifelong learning, staff development in a specific
assembly line environment.

The transition of an enterprise to LEAN production is difficult. Building an
organizational culture in which learning and continuous improvement of performance as norms
is a great challenge. However, companies that focus on JIT, quality and staff development can
be considered as LEAN. LEAN production companies adopt a philosophy of minimizing waste
through their efforts for improvement through lifelong learning, creativity and teamwork.

In the efforts of an enterprise to adopt the LEAN production system, some essential
attributes can be used to verify and determine the degree of adaptation to this type of production.
These attributes can determine the extent to which an enterprise has implemented the LEAN
system.

The following are some key attributes: (Militaru, 2008, p.188)

v" Selection / separation - keep only what is necessary and remove the rest from the
production area. Items without value are identified and removed. By eliminating them, the
available space is created and the flow of activities can be improved.

v" Simplification - the use of methods or tools to improve business flows and reduce
waste. Ergonomic elements or those of labeling and visual presentation of information are taken
into account, in order to be easier to use when the production area is needed.

v" Cleanliness - maintaining a clean production environment by eliminating dirt and
toxins.

v' Standardization - eliminating variations in processes by developing standard
operating procedures. The use of standardized equipment and tools can reduce training time
and costs. Training and improvement of work teams to deal with problems that occur in the
production area.

v" Support/ self-discipline - regular review to identify employee efforts and their proper
motivation;

v' Safety - developing a set of good practices to ensure safety in the workplace in the
company.

Identifying ways in which waste can occur and developing effective measures to
eliminate or reduce waste is a challenge for all businesses. These include:

» Overproduction - occurs more than customers order or earlier than delivery times;

» Queues - unused time, storage and waiting for parts, their subassemblies or finished
products to be processed, assembled or delivered;

» Transport - the movement of raw materials between factories, jobs, production
centers and their handling several times;
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» Stocks - raw materials that are not needed, production in progress or finished
products stored;

» Movements - the movement of people or equipment that does not add value;

» Defective products;

» Unnecessary processing - performing additional operations, which do not add
value, are unnecessary and are a waste for the organization.

In conclusion, if production processes involve activities that do not add value from a
consumer perspective, then they are a form of waste for the enterprise.

Of particular importance for the interaction between production management and
logistics is the planning function, which has acquired integrated features in this context.

The objectives of planning in these areas are quite diverse, but the main ones can be:

+ providing services to customers in accordance with their business strategy;

+¢ supporting the necessary speed of goods flow, stimulating sales by delivering
products to the market on time, as well as minimizing expiration costs;

+* minimizing costs for deliveries, production, physical distribution;

+* minimal use of the company's assets, etc.

In conclusion, we could argue that the common features of both production management
and logistics could be merged through logistics management.
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B3AEMO3AJIEXKHICTD MIZK MEHEI KMEHTOM BUPOBHUIITBA 1
JIOTICTUKOIO

Cmamms npucesauena 6UCBIMIEHHIO OCHOBHUX ACNEeKMI8 63a€MOO0ii YNPAGIIHHS
BUPOOHUYMBOM MA JIO2ICMUKU 6 CYYACHUX yMogax. Y Oinbuiocmi cy4acHux KOMNAawiu
8ION0GIOANLHICMb 3a NIOMPUMAHHS HEeOOXIOHUX DIBHI8 3aNAcie MamepiaibHUX pecypcie Ha
BUPOOHUYMET NEPEeKNA0AEMbCS HA JIOICIMUYHULL NEPCOHA, WO O3HAYAE PO3UWUPEHHS MeHC
JI02ICMUYHOT 83A€MOQIT 3 MEHEOHCMEHMOM 8UPOOHUYMBaA/Onepayiamu. 3 Memoro epekmueHoco
VNPAGAIHHA NOCMAYAHHAM MAMEPIaIbHUX pecypcie Ha NPakmuyi 6CMAaHo6IeHO, Wo MexXHIYHA
ma eKOHOMIYHA OYIHKA 308HIWHIX BUPOOHUYUX NOCAYe MA MAMEPIalbHUX pecypcis, uo
HAa0X00amy y GUPOOHUYE CHONCUBAHHA, OYIHKA ICHYIOYUX MA NOMEHYIUHUX NOCAYAIbHUKIS,
BKNIOUAIOYU OYIHKY CUCMEMU, € HeOOXIOHOW CKIA0080l0 cmpameeii 3aKynigeib, a MaKoic
OYIHKU cmpamezii 3aKyNnigeib.

Kepisnuymeo supobnuymeom mae 3abe3neqyumu 3a 00NoM02010 Memooig i npuiomia
opeauizayii OOMpUMAHHA OEsKUX OCHOBHUX NPUHYUNIE Opeanizayii, Maxkux sK. NPUHYUN
NpONOPYILIHOCMI, NPpUHYUn  PUMMIYHOCHII, NPpUHYUn  NapaieibHoCmi, npuHyun
NPAMONIHIUHOCMI Ma NPUHYUN Oe3nepeperHocmi.

Pesynomam 63aemo0ii nocicmuku 3 ynpasgniHHAM 6UPOOHUYMBOM NPOAGIAEMbCA )
NOPIBHAHHI MPAOUYIIHO20 MA JI02ICMUYHO20 NIOX00Y 00 Npoyecy opeanizayii eupoOHUYmMaa.
Bzaemoodis ynpaeninna upobHuymeom ma J102iCMUKU GU3HAYAEMbCA MAKOHC MPUBATICINIO
O0CHOB8HO20 6UPOOHUY020 YUKY. CKOpOYEHHs Yyacy 8UpoOHUYMBEA ma mexHoI02IUH020 YUKTLY €
OOHUM 3 OCHOBHUX JIO2ICMUYHUX 3A60AHb OISl MUX KOMNAHIU, 5AKi 3ACMOCO8YIOMb NOHAMMA
«Buacno» abo «Owaonuse upoOHUYMEO».

Y mou e uac ocnosnum enemenmom 63a€mo0ii ynpagninHA SUPOOHUYMBOM MA
JIO2ICMUKY € (PYHKYIA NIAHY8AHHSA, KA HAOYIA 8 pe3yibmami Yici 3aemMo0ii iHmMe2po8aHux
Xapaxmepucmux.

Knrwouoei cnosa: ynpasninns 6upoOHUYMEOM, N02ICIMUKA, YAPABIIHHA JI02ICMUKOIO,
mpaHcnopmui  onepayii, nocmawaums, 3anacu, Koumyenyis «Buacnoy, «Owaonuse
BUPOOHUYMEO .
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BUDGET DECENTRALIZATION: SOCIO-ECONOMIC SIGNIFICANCE
AND ITS IMPACT ON LOCAL BUDGETS

The article explains the concept and the essence of budget decentralization, summarizes
some changes in the budget legislation of Ukraine and the peculiarities of the introduction of
budget decentralization at the present stage, the essence and the significance of the reform for
Ukraine as a state with pro-European views. Positive and negative tendencies of budgetary and
financial decentralization are characterized, the basic problems of the formation and the
effective use of budgetary funds at the level of the regions, the sources of the incomes and the
orientation of the expenses of the local budgets are investigated. The role of local taxes and
fees in the filling of the local budgets, the dynamics of their growth compared to the previous
vears is analyzed. The main problematic issues that create risks for the systematic completion
of the reform, including the reform of the administrative-territorial system, are identified,
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