Module 4: Managing Quality and Logistics

Learning outcomes
On successful completion of this module you will be able to:
•

Understand the role of logistics in supply chain management

•

Understand the importance of Quality Standards throughout the supply chain

•

Understand the role of traceability throughout the supply chain

•

Describe the advantages and disadvantages of key traceability tools

Learning resources
Busicchia, B. 2013, Horse meat scandal’s long take highlights risks of
lengthy supply chains, The Conversation, 26th February. Click this link to
access the article.
Readings
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4.1

Introduction

While Module 3 overviewed supply chain management, this module focusses on three
specific issues that are important from a supply chain perspective, the physical
distribution issues (or logistics) involved in getting product from producers to
consumers, the importance of quality standards throughout the supply chain and the role
of traceability in the supply chain. Each of these issues is addressed in turn.

4.2

Logistics

Logistics (in terms of food) is the management of the flow of products from the
producer, through the various supply chain members to the ultimate customer or
consumer. The ultimate goal of logistics is to have complete integration of ordering,
manufacturing, sales and distribution. Traditionally the first step is forecasting
sales/demand which influences production – however in fresh produce this is complicated
due to issues around seasonality and unsure production volumes (due to natural
occurrences like floods etc.).
The key functions undertaken to get product from producer to consumer are:
•

Order processing – the creation, transmission and receipt of order information
(this is particularly critical when dealing with perishable food products which may
need to be ordered on a daily basis – and in some cases in restaurants/food
service more than once a day).

•

Warehousing – the design and operation of facilities for storing and moving
goods. Again, in the case of perishable food products this requires specialised
facilities, often refrigerated cool stores, where issues like the maintenance of
temperatures within specific ranges is critical to maintain product quality.

•

Inventory management – maintaining adequate quantities and assortments of
products to meet customer needs. Again, the seasonality and perishability of
many food products adds an extra challenge to this function.

•

Transportation – the movement of goods throughout the supply chain. Several
decisions are faced regarding transportation – often balancing cost and speed.
Again given that food is often produced in remote or rural locations, quick
transportation is critical to get food through the chain in optimal condition.

•

Materials handling – the physical handling of products. Again, many food
products require careful handling (e.g. fresh soft fruits, live lobster) to maintain
quality.
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https://www.google.com.au/search?q=integrated+logistics+system&safe=off&sa=X&tbm=isch&tbo=u&source=univ&ei=dRQyUSXCKuUiQf41IHICg&ved=0CEQQsAQ&biw=1920&bih=985#facrc=_&imgdii=_&imgrc=xMikXE4TMXce8M%253A%3BVaQbzESsvpG1VM%3Bhttp%253A%252F%252Fwww.meister.com.ph%252Fsites%252Fdefault%252Ffiles
%252Freal-logistics.jpg%3Bhttp%253A%252F%252Fwww.meister.com.ph%252F%253Fq%253Dservices%252Fintegrated-logistics%3B665%3B450

How much effort goes into creating a bottle of water? The following video
dissects the supply chain processes required to produce bottled water and
highlights the chain complexity of such a simple product.
Video

4.3

Quality Standards

As discussed in Module 3, many fresh food products are in danger of being treated as
commodities, bought and sold purely on price, often resulting in a downward price spiral.
One way to prevent the commoditisation of a product is through quality assurance. If
consumers are confident that product quality is reliable every time they purchase a
product, they are prepared to pay a premium. Quality Standards are one way to ensure
consumers get a consistent quality every time they purchase.
Quality Standards need to start with the consumer (as should all Supply Chain
decisions). What is it the consumer wants and values? These standards then need to be
monitored and maintained at every stage of the supply chain. The link below to Meat
Standards Australia is a great example of following this approach to developing,
implementing and maintaining quality throughout the supply chain. Note as you read this
article how the whole approach closely reflects the principles of SCM outlined in the
previous module, that is, a focus on consumers, good information flow, and continual
monitoring with consumers and all supply chain members. The results of implementing
this approach are also clear with a reversal of the decline in meat consumption.
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Meat Standards Australia –
From this link – click on the ‘Download the MSA Beef Tips and Tools Kit’.
Activity

Pages 3 and 4 give a good summary of the key features of the MSA beef
quality system. In particular note:
•
The system originated based on extensive consumer research
exploring a decline in beef consumption
•
MSA involves all sectors of the beef production chain from paddock
to plate
•
Feedback (i.e. information) on eating quality is fed back to
processor, feedlot and producer i.e. consumer research is continuous
•
It is a voluntary cooperative program, but when you do participate
and are licensed you are subject to checks and audits
The success of the program is reflected in consumers buying more beef
(even at higher prices) when assured that quality is reliable.
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Activity

You may like to spend 10 or 15 minutes browsing the MLA website as it
give insight into several topics addressed throughout this course. In
particular note the section on traceability and safety – this section outlines
several initiatives throughout the supply chain focussing on this issue –
specifically note that a key reason for the traceability and safety measure
is market access to export markets – without the initiatives in place
Australian meat could not be exported.
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The vignette below gives a brief overview of the approach used to develop a quality
charter for the Australian farmed barramundi industry. Note in particular the inclusion of
representatives from all sectors of the supply chain.
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4.4

Traceability

Traceability is important for two reasons: food safety and consumer marketing. While
the extract from the food standards website highlights the issue of food safety, it does
not address the area of consumer marketing. In brief – consumers are increasingly
interested in knowing where their food comes from – its provenance. CRC research
found that in the case of seafood, 46% of consumers had a strong interest in knowing
where their seafood came from (Lawley and Birch 2010), more specifically; 39% wanted
to be able to purchase authentic Australian products. Traceability ensures this is
possible.
Traceability is the ability to track any food through all stages of production,
processing and distribution (including importation and at retail). Traceability should
mean that movements can be traced one step backwards and one step forward at
any point in the supply chain.
For food processing businesses, traceability should extend to being able to identify
the source of all food inputs such as:
•

Raw materials

•

Additives

•

Other ingredients

•

Packaging

Why is traceability important?
Traceability enables corrective actions (such as a product recall) to be implemented
quickly and effectively when something goes wrong. When a potential food safety
problem is identified, whether by a food business or a government agency, an
effective traceability system can help isolate and prevent contaminated products
from reaching consumers.
Traceability allows food businesses to target the product(s) affected by a food
safety problem, minimising disruption to trade and any potential public health
risks. It is important for all food businesses (including retailers and importers) to
be able to trace products.
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Food Standards Australia and New Zealand –
This site outlines the basics of food traceability including the Food
Standards Code that should be adhered to.
Website
Busicchia, B. 2013, Horse meat scandal’s long tail highlights risks of
lengthy supply chains, The Conversation, 26th February – Accessible here.

Reading

This reading outlines the supply chain issues that contributed to the
European horse meat scandal that started in September 2012. The author
notes that “The complexity of the food supply chain is outstanding.
Between the French supermarket shelf and the Romanian meat producer,
there have been four other intermediaries: the food brand, the food
manufacturer, the meat processor and the trader”. The reading also
highlights issues of oversupply (of horsemeat), the opportunistic behaviour
of some intermediaries, self-regulation and food safety.

While some products provide a barcode or tag which allows consumers to get the history
of their product – whether it is eggs or seafood - increasingly sophisticated technology is
being used to improve traceability throughout the supply chain – especially in the case of
high value products. An example is RFID (radio frequency identification) technology
which will allow any item to be tracked through the supply chain at any point in time.
RFID provides a permanent security tag.

Activity

4.5

Think about your purchasing of food – are there certain products where
you are concerned about where they come form – and other products
where you are not concerned? When you are concerned about provenance
– why? Does the provenance act as a quality indicator?

Conclusions

Successful food marketing is based on meeting consumers’ needs consistently. This
module has highlighted several issues critical to maintaining product quality throughout
the supply chain and the decisions and implementation issues that arise in each area.
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Traceability Case Study – Northern Prawn Fishery
Traceability in the seafood industry, particularly the wild catch sector, can be challenging
as vessels can be at sea for extended periods, weather and communications can be
uncertain and conditions are constantly wet! The PowerPoint slides for this module
present a case study of the implementation of a traceability system in Australia’s
Northern Prawn Fishery.
The case outlines the process followed as well as the trial of three different systems to
arrive at a workable approach for this context. The case study also presents the findings
of the cost/benefit analysis undertaken on the supply side to quantify the benefits
implementation of a traceability program can produce.

Australian Salmon

A project was undertaken for the Australian SCRC (Seafood
Cooperative Research Centre) to gauge consumer
perceptions regarding Australian salmon and to study the
fishing/handling procedures undertaken to get the salmon
from the ocean to the plate. The project exists to determine
whether the Australian salmon industry can be sustainably
commercialised in Western Australia.
The final report found that the stagnation of salmon
harvesting techniques over the past few decades has
detrimentally influenced salmon quality, seeing consumer
confidence in the local product fall. The report recommends
that these harvesting practises and post-catch handling
procedures can be significantly improved, as these elements
directly determine product quality.
For example, post-harvest quality studies showed that the use of Iki jimi (a slaughtering method causing immediate
death) minimises stress and increases the shelf life of salmon by up to a week, compared to salmon not slaughtered
using this method. The report recommends that Australian salmon be harvested according to this method to
increase salmon quality.
Another major recommendation of the project was to introduce a Quality Index scheme into the industry to predict
the salmon’s shelf life (based on appearance, odour and texture of the fish). The project introduced the Scheme into
the Western Australian salmon industry, providing a consistent and rapid measure of salmon quality.
The project’s consumer preference studies also found that Australians confuse Australian salmon with Atlantic
salmon. Even though Atlantic salmon may be farmed in Australia, the two species have vastly different flavour,
texture and cooking characteristics. In addition, sensory evaluations of the salmon (when optimally processed and
prepared) showed the fish to be consistently preferred over other species such as mullet and whiting. Therefore, a
market could be potentially developed for Australian salmon.
The report also assessed the optimal packaging required to facilitate the commercialisation of Australian salmon, as
well as potential product development opportunities. It was found that vacuum packed frozen fillets provided optimal
retention of product attributes, allowing shelf life to be maximised for a more consistent and desirable product to be
distributed. Ready-cooked meals and a smoked product variant were also considered as future product development
alternatives.
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