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Reverse Logistics in the
Service Parts Supply Chain

Definition

Reverse Logistics refers to the return of product to manufacturers, repair or asset recovery
vendors, or wherever the supply chain process has defined. In the broad product supply
chain, reverse logistics is generally focused on sales returns. In the specialized service
parts supply chain, reverse logistics includes the return, diagnosis, and decision to repair
or dispose of defective parts that are typically replaced by the same or similar components
assigned to an engineer or a client.

Impact

Unreturned parts leave assets in the supply chain, forcing unnecessary capital expenditures
until inventory is recovered. The valuable time it takes to reclaim a returned part, assess
whether it is viable or defective, and restock, directly impacts inventory levels. In a typical
scenario, just one part used per week with a four week return cycle requires at least five
parts in stock at all times. If those parts could be returned in two weeks, only three would
be required. The impact is further compounded when considering demand for parts that are
no longer manufactured. In this case, the only source for a spare is to repair the defective
part or “cannibalize” the system.

Common Management Practices

Parts are most commonly dispatched with a returns material authorization (RMA) that
facilitates the return of defective, used or excess parts to a predetermined destination. This
paper trail is typically not effective for controlling, tracking and overall parts management.
0On occasion, an alternate process using serial numbers is implemented, which assumes
that both the parts installed and those expected as returns are known — this uncertainty
further dilutes parts management effectiveness.

Choice Logistics’ Solutions

Choice Logistics is keenly aware of the importance of the reverse logistics component of the
supply chain and the corresponding impact on inventory investment. The company’s leading
systems and logistics infrastructure provide solutions to manage the entire return pipeline,
as well as related attributes.

Features

Utilize both recommend or preferred transportation
carriers, facilitating direct billing and selection of
return service levels (ground, next day, two-day, etc.)
Customizable return packs

Return air waybill tracking processes

Warranty tracking and returns routing

Complete item tracking through forward and reverse
supply chains to the technician and customer level
Part number receipt processes to ensure items
expected and received match (allows for valid

part substitutions)

Defective inventory consolidation for transfer to
repair vendor, OEM or other predetermined locations
based on intervals or economic shipping quantities
Repair vendor tracking and performance
measurements

Benefits

Reduced infrastructure investment

Reduced inventory investment

Variable cost solution based on actual returns
Flexible returns solutions for employees and
third party logistics service providers

Easily interfaced to planning, repair systems
and solutions
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