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Advance with reverse logistics.(includes article about DuPont
recycling program)(part 1)

Reverse Logistics has been assigned several definitions in recent yeats. Orgamzations looking to it
for competitive advantage are better off starting with the simplest one. Think of reverse fogistics as
an organization' s management of material resources obtained from customiers.

These material resources can be classified into two primary ErOoUpIngs:
¥ Organization-owned (fixed assets, inventory or expense tems)
* Customer-owned

From these groupings spring the variations reverse logistics takes in today's marketplace.

Why is it important?

As enforcement of environmental regulatory compliance becomes more stringent, more customers
aré demanding that their vendors "takeback" a part of the non-value-added material that was sent to
them, i.e., transport packaging, shipping containers, and pallets. This is largely driven by the
economics of solid and hazardous waste disposal. Customers are shifting the disposal burden back to
the vendor (see sidebar, Textile Makers Get Liability Relief).

This trend is a virtual revolution in the traditional buyer/seller relationship. It extends beyond the
transport packaging that protects produets and includes the products themselves. The very nature of
ownership, as well as Hability, is being challenged by the take-back concept.

Traditionally, when you transferred ownership you also transfer afty potential iability associated with
it. Let's say you buy a printed circuit board. The product itselfis not hazardous untl you want to
dispose of it. Then the product's lead solder becornes an environmental threat,

In a reverse logistics scenario, there may be several transfers of ownership. But in each case, the
owner avoids liability for disposal by returning it to the onginal manufacturer, The manufacturer
never loses Liability. That will be spelled out in the terms and conditions of sale. For example, BASF's
Carpeting Division has a new program where they will take on the liability for disposition of used
carpeting. They take the chemically-treated carpet back for free. :

The need to judge a product's hazardous materials content before disposal will contribute to the
dernand for reverse logistics programs, But progress is slow. Today very few manufacturers have a
code set up on their parts master lists to indicate a product's hazmat content. If a customer decides to
dispose of such a produet, they have no way of knowing whether it should be placed into the solid
waste stream or the hazardous waste stream, And whoever disposes of it never loses lability for it.

Manage data flow

A large market is rapidly developing for the use of non-virgin, or recyclable, material resources. As
this market expands, vendors will be using their customers, as well as other suppliers, as resources for
materials whose life-cycle can be extended through recycling, reclamation, and reconfiguration.
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Products are being designed for disassembly in order to extend the life-cycle of their components.
This decreases the need to source virgin matarials and reduces the environmental impact of product
disposal. Customers will trade-in disassernbled parts for credit or for other material resources.

Right now take-backs are an administrative nightmare. But automatic identification technology is
making passive data collection possible, where product ID is built into a product, giving it a unique
footprnt. The item will be scanned to determine original manufacturer and to maintain an ownership
history. This will be vital as such products pass through several sets of users.

As more sophisticated/engineeted products enter the marketplace, especially those comprised of
electronic components, afier-sales support organizations will be required to handle more warranty
material transactions. Many sectors of the economy are now offening generous guarantees, which can
1esult in significantly more materials returned by customers for pro-rated compensation. Not only do
the customers benefit, but the feedback from this activity will give the manufacturer's engineering
department better data on product reliability.

This aids in developing an aggressive warranty program through which manufacturers can improve
their products. Smart manufacturers will use reverse logistics to analyze their products and increase
their durability. By developing a transactional history they get a usage profile. Thus, reverse logistics
is not only the flow of products back to the manufacturer, but a flow of data as well.

Pieces/parts

Even perfectly good products, if not sold, pose reverse logistics challenges. This is a matter of
inventory management. The concept of fust-In-Time (JIT) is evolving, for many organizations, into a
consignment mventory placed by the vendor at the custorer's site. When materials are not consurmed
by the customer, they must be retumed to the vendor's warehouse.

But with reverse logistics, the need for inventory control does't stop at the retail level. We are
seeing a trend to more modular products offered by all industries. This will make it easicr for
custorners to exchange components for replacement or upgrade. Reverse logistics will bring into the
forefront the condition codes of matedals.

This is already happening in the paper industry. You can only recycle paper a certain number of times
before the fiber become too short for continue use. need to track the rumber of cveles will expand to
other manufactured products. Products will contain a mixture of virgin, reclaimed, and recycled
materials. We will be faced with issues of reliability and insurance, thus mandating a tracking system,
One product line could contain a component in five conditions or grades. This will add a critical
dimension to existing mventory control measures by the begmning of the next century.

Lease vs buy

Reverse logistics will affect the way we purchase and consume products. We are moving to an age
where people will buy a utility, not a product. We see this in the growing popularity of product
leasing. This 1s a growing trend because it results in less cash outflow and the customer isn't
encumbered with assets made obsolete by rapid changes in technology. They also don't have to
worry about hazardous waste disposal issues at the end of the asset's nseful life,

As rental and leasing explode over the next few years, so will product upgrades. Modular designs will
enable customers to send products back to the vendors for upgrading to the most current
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