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Abstract 

 

Purpose 

The main focus of the thesis is on the communication path between departments in the 

company and how information communication can be improved for better optimization of the 

distribution process with in the company. The aim of this thesis is to survey the planning 

process from the depot of the case company until it reaches the final consumer. 

Delimitation 

The thesis will focus on the communication among the departments involved in the 

distribution planning process at the case company. Only activities involved in distributing the 

products from the depot to the final consumers were reviewed. 

Findings 

The communication process in an organization is one of the most important processes for 

strengthening the decision making process in planning, organizing and executing the 

company’s business of delivering products and services to the final customers. An effective 

communication process enables the creation of a good work environment for employees that 

are divided according to their specific tasks and responsibilities in the organization structure. 

Information flow between managers, subordinates and customers is a complex process that 

uses different information systems and communication channels under preliminary 

communication guidelines set by the organization. The communication process need to be 

maintained and improved continuously in order to cope with the complexities that come from 

the need for tracking up to date information on volumes and variety of products and rapidly 

changing customer demands in the organizations supply chain network. 

Data collection 

A number of articles from multiple journals in supply chain management were used for 

literature review in order to increase knowledge and understanding on the research topic. 

Semi-structured interviews were made at the case company in order to get all relevant 

information for developing and answering the research questions of the thesis. 

Conclusion 

It’s possible for the management team to stay proactive and better prepared for meeting the 

organizations goals though transparent, integrated and healthy communications between the 

entities in the organization’s supply chain. 
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Forward 

 

This work is a bachelor thesis research done at the University Of Borås, Sweden. The case 

study was carried out at one of Sweden´s oil refining company.  This work is a qualitative 

research and a substantial amount of literatures were reviewed and used during the course of 

this paper.  

The assignment is on improving the communication path between the departments involved in 

the movement of product from the distribution to the depots until it reaches the final 

customer. This involves information which is communicated among the departments and how 

effective communication can improve better planning of the depots in order to avoid product 

shortage or excess and meet supply and demand.  

 

The authors would like to thank: 

Planning and optimization department at the case company for the time they put into the 

project.   

Andreas Hagen our supervisor from University of Boras and all the supervisors at the 

company who aided in identifying interviewees and booking the interviews. 

All the people who allowed us to interview them at the case company including people from 

third party logistics that are not a part of the case company but are working together in regards 

to delivering products to customers.  
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 Introduction 1
According to the council of supply chain management professionals (CSCMP,2016), supply 

chain management can be defined to involve the planning and management of all activities 

including the coordination and collaboration with partners such as; third-party service 

providers, suppliers, customers and logistics management activities, coordination of business 

processes and activities  with marketing and sales, finance and information technology  

(CSCMP,2016).   Logistics/Distribution management involve planning of activities such as; 

inbound/outbound transportation, warehouse management, maintaining  inventory levels, 

supply/demand planning, production planning and control,  loading and  packaging (CSCMP, 

2016). Logistics/distribution management serves as an integrating function in the business, it 

coordinates and enhances distribution activities and integrates them with other function of the 

business such as marketing, production, sales and information technology (CSCMP, 2016). 

This shows the network structure of supply chain and it involves coordination between each 

network node.   

This coordination can be done by sharing information among the members involved in the 

supply chain activities. When information is well communicated, it enhances the coordination 

between members and as such aids in meeting customer needs. One of the problems which 

many companies face is how to identify existing communication challenges within a 

management team and how then to tackle such issues (A better way to communicate, 2016). 

Information communication in inventory planning has to be facilitated with tools and latest 

technologies in order to improve the effectiveness and profitability of the enterprise business 

process (Bowersox and Closs, 1996). There needs to be an effective communication system 

for communicating forecasts, inventory status and delivery status for the management in order 

to make well informed decisions (Bowersox and Closs, 1996). 

1.1 Background 

The oil industry is a major international player in the world market. The industry involves 

activities both in the upstream and downstream sectors (Amu and Ozuru, 2014). The 

downstream sector involves activities such as refining, marketing, distribution and 

transportation of products. In order to reduce operational cost in the industry, there is need to 

integrate the supply chain activities (Amu and Ozuru, 2014).  Distribution/logistics planning 

for an oil company involves supply, transformation, storage and transportation activities 

through a complex network structure (Dempster et al., 2000).  Although these activities are 

done independently, it is somehow linked to each other and involves different decision 

making at each network node. When decisions are made independently without being 

communicated throughout the network, it’s possible that this may increase the possibilities to 

inefficiency in product distribution. 

Although crude oil cost process is low, there is still constant demand for petroleum products, 

coupled with new environmental limits, production and distribution planning are the keys to 

save cost and maintain profits in the oil industry (Guyonnet, Grant, and Bagajewicz, 2009). 

Departments upstream an oil supply chain relies on planning department for demand 

forecasting, production planning, product distribution and crude oil procurement (Guyonnet, 

Grant, and Bagajewicz, 2009). This reliance on the planning department involves the flow of 

information which is continuously communicated between members of the oil supply chain. 

This leads to the emergence of this research which focuses on improving the communication 

in the specialty oil supply chain for efficient distribution planning and to avoid product 

shortage. 
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In supply chain management, the main aim is to optimize customer value with minimal 

operating cost, therefore emphasizes effective information sharing and material flow to meet 

end customer demand (Amu and Ozuru, 2014). According to previous work (Amu and Ozuru, 

2014), proper integration of supply chain will aid meet customer demand, decrease delivery 

time, reduce logistics cost, increase work force efficiency and market share by sharing 

demand and supply information.  Supply chain integration includes the upstream supplier, 

midstream (company) and downstream (distributor, retailers) (Amu and Ozuru, 2014). 

This research will focus on the midstream activities at the case company, and it´s means of 

information sharing among the functional areas of the firm. According to Lee et al (2007), 

information integration enables ease of access to operational data from integrated database, 

linking the  information systems to internal departments, aids access inventory information, 

retrieve inventory statues in real time and utilize computer based planning system between 

marketing, production and distribution planning.  

A research (Gambetti,  Giovanardi, 2013) showed how communication facilitates logistics and 

supply chain management, explaining how processes and relationships are nurtured by 

communication flow. They went further to explain how supply chain performance could be 

enhanced through coordinated management of inter-personal and inter-mediated 

communication forms. 

This paper shows the effects of poor communication and how communication can be 

facilitated using organizational theories, communication theory and supply chain concepts 

such as bullwhip effect and sales and operations planning (S&OP). The paper explains how 

integrating plans and departments in a firm can help foster the communication among 

members of an oil distribution network which in turn will lead to better planning of products 

to reduce stock out.    

1.2 Problem discussion 

Communication is an integral part of day to day activities which goes on in companies today. 

In order for activities to be carried out, the right information should be available at the right 

time and should be communicated to the right people and done effectively.   

The case company was chosen because it is one of the leading oil companies in Scandinavia. 

Oil production and distribution requires a unique strategy and inventory management which is 

not often seen in other industries. 

At the case company, different departments are involved for the flow products from the 

refinery to the final customers. The main department responsible for filling the depot is 

planning & optimization and then marketing and sale becomes responsible for sale and 

delivery to the customers.  

The research will look at how information is shared and communicated between the 

distribution planning department and the marketing and sales department at the case company 

and how this affects the distribution of product from the depots to the final customers. 

 

1.3 Purpose 

This thesis focuses on exploring the communication path between departments in the 

company and how information communication can be improved for better optimization of the 

distribution process. This work will focus on streamlining the communication path as well as 

identifying the relevant information to communicate between the involved departments 

especially planning and optimization which is upstream the distribution chain.  

http://www.emeraldinsight.com/author/Gambetti%2C+Rossella
http://www.emeraldinsight.com/author/Gambetti%2C+Rossella
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 Research question  1.3.1

In order to understand the value of communication in a distribution network and how it can 

help improve the specialty oil supply chain, the following research question was made. 

What are the effects of poor communication in distribution planning? 

How can communication be enhanced to help optimize distribution process planning? 

1.4 Delimitations 

This bachelor thesis focuses on internal communication in the case study company, in order 

for products to flow efficiently. The thesis comprises of all the activities involved from the 

time the products leaves the refinery until it reaches the customer in Sweden. However, it will 

not include the production activities, financial situations or the different types of products 

which flows in the distribution network. The final aim is on improving the communication 

between the departments in other to avoid product shortages.  

 

1.5 Outline 

 

This work is divided into eight different parts and of which contains relevant information 

which aided the development of this paper. The first part is introduction which gives the 

background of the research. Methodology follows, which shows how data is collected and 

how scientific literatures is done. Literature review comes next; it shows the concepts and 

theories used in the development of the thesis. The case study is the fourth part, it shows the 

communication statues at the company and the challenges which the company is facing. 

Analysis of the work is the fifth part which brings the concepts from the theories into the 

situation and the challenges which the company is facing. Discussion follows next, which 

talks about meeting the purpose of the thesis and issues which were identified and beyond the 

scope of the paper. Recommendation is the seventh part which is addressed to the case 

company. Conclusion finalizes the research and here the research question is answered 

clearly.    

1.6  Case study Company 

The case company is the largest fuel company in Sweden, with a refining capacity of more 

than 18 million m³ of crude oil every year. The company refines and sells gasoline, diesel, 

heating oil and renewable fuels to companies and consumers in Sweden and abroad. It 

supplies more than half of Sweden’s industrial companies and one third of the small 

companies with heating and energy products. The case company has a nationwide service 

network with close to 600 fuel stations for private and commercial traffic. The company has 

over 1,200 employees, of which 900 work at two refineries in Gothenburg and Lysekil, 

Sweden. The case company has a work force of over 3000 under the company brand and a 

turnover of SEK 94 billion in 2014. 

The organizational chart of the company is shown in figure 1 below. In order to simplify the 

organizational structure, most of the departments were removed in figure 1 below, showing 

only the relevant departments involved in the flow of products in the firm. System support 

and business support are omitted in this structure, but both falls under supply & trading and 

marketing & sales respectively.  
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Figure 1: Condensed organizational chart 

1.6.1.1 Planning and optimization 

This department is divided into two, the department at Gothenburg and the other at 

Stockholm. P&OP at Gothenburg is responsible for planning volumes that goes into the 

refinery, while that at Stockholm is responsible for the volumes that goes into the depots as 

well as that of exports.  P&OP Stockholm department is responsible for maintaining the 

volume at the depots.  

 

1.6.1.2 Depots (Depot at Gothenburg) (Depot management) 

The task here is to collect and use information needed for keeping the levels at the depots. 

They work closely with planning and optimization and is also responsible for product quality 

and security. This depot at Gothenburg gets their products directly from the refinery through 

pipelines because it is close to the refinery, while other depots get their products through 

shipment from the refinery. The depot at Gothenburg is the biggest which the company owns 

in Sweden. Apart from the depot at Gothenburg, the company has additional six depots bring 

the total number of depots to seven and also have a strategic inventory partners who they 

share their depots within Sweden. The prices at the depots differ based on the cost of shipping 

the product to the depots. 

 

1.6.1.3 Systems support 

When there are disruptions or changes in the distribution planning, the role of the person here 

is to mitigate the effects of the changes, making the information visible for relevant 

departments in the distribution network. Systems support is responsible in checking and 

following up on the volume levels at the depots and register them to internal system. This 
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person is also responsible for handling the loading Ids of products to be transported to 

customers. 

 

1.6.1.4 Business support 

Business support falls under marketing and the task here is more administrative, issuing 

invoices, keeping in contact with TPL and customers when there are delays or difficulties in 

delivery.  

1.6.1.5 Logistics 

This department is a bit outside the company sections. The department is responsible for 

transportation in the company. Marketing buys logistic services from logistics. They come in 

when there is problem with distribution and are not involved in day to day business activities 

in the company. 

1.6.1.6 Transportation (outsourced to TPL) 

The case company outsourced their transportation activities to an external company which 

handles the movement of light products from the depots to customers. TPL also plan the 

deliveries and reconcile the shipment.  

1.6.1.7 Retail/sale/marketing 

Retail department is responsible for selling products to retailers who sells the products in their 

own brand and have their own logistics system. And these customers are divided into districts 

depending on their geographical location. The retail department handle affairs related to the 

products the sale to their customers, marketing and economics.  

1.6.1.8 Customers  

The case company has different customers and these customers are handled by different 

departments. The customers are the company’s fuel stations, contactors and construction 

companies which use the company´s TPL services to receive their products. The other 

customers are collectors and the retail department handles the affairs of these customers who 

have their own logistics service for the movement of products from the depots.  
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 Methodology 2

2.1 Research approach 

 

A research can be defined as a systematic and logical study of a phenomenon, an issue, a 

problem or idea using scientific methods (Krishnaswamy, Satyaprasad, 2010, pg.3). Scientific 

research can be divided into two; quantitative and qualitative research methods.  

 

2.1.1.1 Qualitative and quantitative research approaches 

 

There is little distinction between quantitative and qualitative research methods (Bryman, 

Bell, 2015, pg. 37). The most common difference between both methods is that quantitative 

research applies measurement while qualitative research does not. Bryman and Bell (2015) 

point out that the differences between both research methods are deeper irrespective of the 

presence or absence of quantification; due to both have different epistemological foundations.  

Therefore, quantitative research method focuses on the quantification in the collection and 

analysis of data that involves a deductive approach, combines the practices and standards of 

natural scientific model and puts the social reality view as an external, neutral reality 

(Bryman, & Bell, 2015). Also in comparison to qualitative research method, quantitative 

research method demands for higher standardizations of a research process (De Beuckelaer 

and Wagner, 2007).  

On the other hand, qualitative research mainly focuses on words rather than numbers in the 

collection and analysis of data (Bryman, & Bell, 2015). It focuses on inductive approach, how 

people interpret their social world rather than norms and practices of natural scientific model 

views social reality as a continuously shifting evolving property of individual’s making 

(Bryman, & Bell, 2015). 

 

The nature of the research questions in this project are not generally related to changing 

variables or situations that can be quantified and measured in order to study the differences in 

the collected quantitative data as this is how a quantitative research is used in scientific 

research studies as pointed out by Ian Dey (1993). Due to the fact that this study is more 

concerned with exploring the communication process and other related activities in a case 

study company qualitative research method was selected for finding a solution to the research 

question.  

2.2 Theory formation 

 

In order to be able to understand and articulate inter organizational interaction and 

communication in distribution planning of a firm it is pivotal to study and research recent 

publications that discuss the theories in regards to these specific part of logistics and supply 

chain management. (Halldorsson et al., 2007) findings present that theories in supply chain 

management are dependent on each other were it is the contribution of other theories and facts 

that will strengthen and refine the theory presented in scientific research papers. Therefore we 

had in mind the relation and dependency of these theories between each other when we started 

engaging in the literature review part of our project. By equipping ourselves with knowledge 

from these theories gathered and presented in our literature review section we were able to 
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easily discuss and analyses our findings from the information we gathered at the company we 

made our case study. A literature (Storey et al., 2006)  on supply chain management theories 

and their practicability in 72 international companies in Europe cautions us that theories in 

supply chain management and the reality of these theories being practiced in the companies 

has been observed to lack some practical applications in their business decision making 

processes. Hence, we had these in mind during our observations of the company’s business 

process involved in delivering the products from the depots to final customers.     

 

2.3 Literature Review 

 

During literature gathering part of our project, we have observed that there is not that many 

articles that have a main scope on communications flow in regards to distribution and 

inventory planning in supply chain management. So it was easy to see that there is an 

unbalance of research that prioritizes material flow compared to information flow in the 

logistics of an individual firm’s business process. But the trend in the expansions of 

information’s systems in supply chain management shows promise that these gap will 

decrease in the short coming years.   

The key words used for finding literatures from journals on supply chain management were; 

‘’ Communication’’ ‘’ information’’ ‘’distribution’’ 

We controlled the literature findings at emeraldinsight.com digital publishing webpage by 

using advanced research options in order to get results that are only related to our topic. After 

that, we went through each articles and chose the most clear and relevant for our topic and 

discarded the rest that did not had much to offer to the task at hand. Other journals that we 

were able to access through the University of Boras Library were used for literature review in 

order to increase our knowledge and understanding on our research topic. 

     

2.4 Scientific research methods 

 Qualitative research 2.4.1

 

In our first meeting with the managers of planning and optimization department in the 

company, we were able to gather a general understanding of our topic and the main focus of 

our project in the form of verbal communication and presentations prepared by the 

managers.  After that, our data gathering from the company was mainly through semi-

structured interviews where we prepared preliminary questions and asked employees from the 

departments of planning and optimizations and the departments of marketing and sales and 

based on their response we asked more questions for understanding the answers of the 

interviewee.  Since the main focus of our task was about communications between these two 

departments, we only interviewed a number of employees in these departments only those 

who were relevant for our topic. Under these departments there are several sub sections 

involved in the distribution planning and delivery which we were able to interview during our 

project work. All interview sessions were recorded except the first meeting we had with the 

managers on the presentation and focus of the project we were going to be working with. 

Data’s were also gathered thorough emails with the company employees and publicly 

available information on the company’s webpage. 

The writing of the report followed the rules and guidelines in the University of Boras. 

Repeated communication between our supervisor and our contact person in the company 

helped us in clarifying and guiding the directions for undertaking the business research within 
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supply chain management. Planning ahead helped us to achieve an efficient use of our time 

and resources throughout this thesis work. 

 Reliability and validity 2.4.2

These two concepts are some of the criteria for evaluating business and management research.  

Reliability deals with the question of if the results of the research are repeatable (Bryman, & 

Bell, 2015, pg. 49).The nature of the research topic does not require the need to participate in 

the business process for observing and gathering the data needed for investigating the current 

situation at the case company. Therefore majority of the investigation was conducted through 

interviews and observation of some communication channels and communication activities. 

The theoretical base for preparing the researcher in knowledge and understanding of the topic 

and how to implement the investigation were based on advises from the university supervisor, 

different course materials on the subject and other published literatures gathered from journals 

that were possible to be accessed online. Analyzing the information’s gathered during the 

investigation started after planning phase of the project was finished. The results of the 

analysis were backed by the literature findings on the subject and course literatures as well. 

2.4.2.1 Validity 

The research validity is concerned with the validity of the conclusion and results delivered 

from the study (Bryman and Bell, 2015). Authors of this paper were able to achieve these by 

using a different set of concepts and knowledge from other previous studies on the same 

subject and the data gathered from the case studies. 

2.4.2.1.1 Internal validity 

The findings from the research should be acceptable and credible in accordance with the 

current level of understanding in the subject of the research and the current situation of the 

case study (Bryman and Bell, 2015). From the interviews and literature findings on the 

research topic of this paper, one can easily be able to judge the acceptance of the findings by 

reevaluating and rewriting the analysis and conclusion using contacts from the case company 

and supervisor from the university where the study was conducted from. 

2.4.2.1.2 External validity 

Findings and conclusions from the business research are able to be transferred to other areas 

that are similar to the subject of the research (Bryman and Bell, 2015). The findings presented 

in this paper are unique to the case company studied but that does not mean that the 

conclusion can only be applied to this specific organization. However the nature of research 

problem allows for a great deal of flexibility that enables for the conclusions to be applicable 

to other organizations that are involved in similar business processes. 

2.4.2.2 Reliability 

The quality of business research demands for certain criteria to be met by the report in order 

that the results presented are coherent and easily identifiable by other researchers involved in 

similar projects (Bryman and Bell, 2015)   

In a dynamic business environment it is naive to expect that things are going to stay the same, 

therefore if this type of study is repeated in the future it is possible to reach different 

conclusions than the findings presented here. Other factors that might affect the results of the 

business research include interpretations of findings and other personal related influences and 

bias from both the interviewer and interviewee. Using cross referencing from other studies 

with similar topic to this paper it was possible to mitigate the effects from the factors stated 
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above and presents a consistent report that is dependable on a number of previous literatures 

and case studies with in supply chain management.   

 Literature Review 3

3.1 The oil supply chain 

 

According to Guajardo, Kylinger and Rönnqvist (2013), the oil industry can be seen as having 

a divergent supply chain. This is seen in the divergent product and physical structure in the oil 

supply chain. Figure 1 below shows a representation of an oil supply chain. 

 

 
 

Figure 2: Supply chain for specialty oil products. Source: Guajardo et al. (2013) 

  Distillation and hydro treatment 3.1.1

In distillation process, crude oil is divided into different fractions.  Hydro treatment comes 

after distillation and it involves giving require properties to the distillates based on density, 

volatility flashpoint, color etc. (Guajardo, Kylinger and Rönnqvist, 2013). Here, impurities 

such as Sulphur are removed during the process. 

 Blending 3.1.2

Here, the refined oil are mixed (usually outside the refinery) with additional components to 

produce required properties for specialty oil products, of high value which is sold to the 

market (Guajardo, Kylinger and Rönnqvist, 2013). 

 Storage locations (Depots) 3.1.3

After blending the products, they are moved to depots which serve as storage warehouses. At 

times, some products are sent directly to the depots from the refinery and the depots will be 

supplied from the closest refinery or hub (Guajardo, Kylinger and Rönnqvist, 2013).  

 Commercialization 3.1.4

Sales or marketing are involved in the transaction of products with the customer in different 

local markets (Guajardo, Kylinger and Rönnqvist, 2013). Customers for basic and specialty 

oil products include companies in road building, construction, pipe coating, automotive 

industries, heating companies etc. (Guajardo, Kylinger and Rönnqvist, 2013). 
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 Transportation/Distribution 3.1.5

Transportation can be divided into primary or secondary distribution. Primary distribution 

involves the distribution of products within the facilities (depots, hubs, and refineries), while 

secondary distribution involves transportation of products to the customers (Guajardo, 

Kylinger and Rönnqvist, 2013). 

Transportation to refineries is usually by ship and that from the refineries to the hubs or 

depots can be through pipelines depending on the location or through ships and specially 

equipped containers. Transportation to customers is mostly done using tank trucks. 

3.2 Distribution planning 

 

According to Edward, Lucas (1990), often absent in planning systems is those covering 

distribution. Distribution controls the flow of goods from the plant to final consumers and is a 

costly function because it does not add value to the physical product (Edward, Lucas, 1990). 

They argued that lack of distribution planning renders the planning system useless which they 

refer to as “system gap”.  

System gap includes: Customer service, distribution optimization and distribution resource 

planning. Customer service entails planning systems to ensure customers get what they want 

and when they want it. Distribution optimization involves planning in a way that reduces cost 

of distribution and distribution resource planning which focuses on planning the right quantity 

and at the right time throughout the distribution network (Edward, Lucas, 1990). 

 

Failing to deliver products on time may affect the costs of the transactions. The length of the 

lead-time and its relationship with costs has to be communicated with internal and external 

business partners. Measurement procedures practiced in an organization may differ according 

to the firm’s guidelines and regulations in regards to these matters (Thunberg, 2013). Planning 

should be able to allow the supply chain to be able to adapt to these situations which 

maintains a reduced logistics cost while filling customer orders with the best possible 

outcome for all under these new circumstances. 

 

Some of the methods mentioned in (Kristianto, Helo, and Takala, 2010) for decreasing the 

lead time to deliver products to customers using optimal inventory allocations between 

partners in the supply chain. Through this strategy it is possible to decrease operating and 

distribution costs while keeping under good control of customer order queue. Planning of 

inventory levels is supported through efficient coordination between responsible managers in 

the organizations departments that works to integrate customer orders and products sales 

within the system. Mitigation of product shortages is increased from effective utilization of 

this information's that include sales history and customer orders (Ho et al., 2011). 
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3.3 Organizational communication 

 

This is defined as the exchange of information by two or more people who are understood, for 

the purpose of motivating or influencing behavior (Daft, 1997, p. 560) cited by (Kelly, 2000). 

According to the definition, one could notice that it stresses intent – which means that the 

purpose of communication is beyond transferring information. In other words, the sender has 

the intent of influencing the receiver to heed to what he/she wants (Kelly, 2000). 

 
Communications is an organizational asset, but its ultimate weight and meaning as a success 

factor for the business depends on the way in which the role of communications is understood. 

Traditionally, communications is regarded first and foremost as an auxiliary and supportive 

function, alongside human resources and financial administration. However, in the future, 

“communications is bound to emerge as an increasingly important competitive factor in an 

organization, a success factor leading and coaching the organization (Malmelin, 2007). 

 

 

 

  

 
Figure 3: Model of organizational communication. Source: Hunt, 1980 

 

A model of organizational communication is shown in figure 1 above.  The model consists of 

a sender, encoder, message, channel, decoder, receiver and noise, adapted from (Hunt, 1980, 

p.35) cited by (Kelly 2000). The sender is the information source; the encoder expresses the 

sender’s purpose in a message form. The message is a copy of the purpose in form of a code 

and the channel (verbal, non-verbal, electronic) delivers the message. On the other hand, the 

receiver decodes the message using his/her senses, individual motives and belief putting into 

consideration the structural statues of the sender (Kelly, 2000) and these goes with or without 

feedback to the sender. 

Breakdown can occur during communication, this can be when the senders are unable to 

influence the receiver and vice versa. (Berlo, 1960) cited by Kelly (2000). This can be an 

unseen message, misinterpretation in the part of the receiver and doubt of the senders’ 

intention depending on the channel (Kelly, 2000). 

 Barriers to effective communication 3.3.1

Kelly (2000) pointed out the two main barriers to effective organizational communication 

namely; interpersonal barriers and organizational barriers. Interpersonal barriers come from 

individual characteristics and differences (perception, semantics, channel selection, 

inconsistent verbal and non -verbal communication) while organizational barriers arise from 

organizational structures, systems and processes (time pressure, physical distractions, 

information overload, statues difference, task and organizational structure requirement, non-

formal communication channel). 

  

http://www.emeraldinsight.com/action/doSearch?ContribStored=Malmelin%2C+N
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Perception: 

Communication is based on how we view people, their intentions and motives (Kelly, 2000). 

Perception defines as organization, identification and interpretation of sensory data. This 

involves conscious or unconscious choice of sensory data, focusing on some part while 

ignoring the others. This is called “perception selection” and affect what one hears or not and 

willingness to respond or not (Buchanan and Huczynski, 1997) cited by (Kelly 2000). 

This can be minimized by improving self- awareness of one´s own value, beliefs and attitudes 

and how they affect perception, as well as improvement in understanding of, and sensitivity to 

others. E.g. avoiding stereotyping and improve listening (Kelly, 2000). 

Semantics: 

This is a study of the meaning of words and symbols (Kelly, 2000). This can be a barrier to 

communication in organizations because words can be used incorrectly or misunderstood by 

different people (Kelly, 2000). 

This can be remedied by paying attention to choice of words and language to avoid confusion 

or offence. 

3.3.1.1 Organization barriers 

3.3.1.1.1 Physical distractions 

This includes noise, interruptions and system breakdowns. This cannot be avoided, but the 

best way is to minimize physical distractions (Kelly, 2000). 

Information overload: 

This happens as a result of too much information and data which employees in an 

organization deals with on a daily basis (Kelly, 2000). Information processing is an integral 

part of most employees job in the supply chain, and this can be remedies by decreasing the 

amount of information that requires processing and adopting time management skills (Kelly, 

2000). More information is preferable than less of information that creates value for the 

receiver, but it has to be the right kind of information.  

3.3.1.1.2 Time pressures 

Message timing affects if the message influences the receiver in the intended direction (Kelly, 

2000). This can be solved by being more sensitive to the time periods in the organization. 

3.3.1.1.3 Technical and in-group language 

In an oil supply chain, organizational subunits are well differentiated and in most cases 

members of the organization are highly professionalized (Kelly, 2000). This can lead to a 

barrier in organizational communication. Technical vocabularies used by professionals might 

be difficult to understand and communicate within the organization. This can be solved by 

using more generic terms which is understandable by everyone (Kelly, 2000). 

3.3.1.1.4 Task and organizational structure requirement 

The tasks people perform affect the communication path, who talks to whom, what 

information is shared and the importance and speed of the message. This can be a barrier to 

communication (Kelly, 2000).  A company structure can influence intentional or unintentional 

filtering of messages, leaving out some parts, distortion (for personal purposes) and refusal to 

communicate (due to oversight or willingly withholding information) (Hunt, 1980) as cited by 

(Kelly, 2000). 
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Kelly, 2000 proposes a solution to this, using structural means such as, multifunctional teams, 

task force, integrating departments or departmental heads, or decentralizing decision making 

and access to information. 

3.3.1.1.5 Absence of formal communication channel 

When there is no means of formal communication in an organization, it becomes difficult to 

get information from employees to managers/employees, department to department, and 

customer to supplier (Kelly, 2000).  A channel of communication is necessary to transmit 

information regarding performance, goals, procedures and practice, changes in the market or 

customer requirements and to improve collaboration and problem solving within the 

organization (Kelly, 2000). 

Vertical communication can be improved by suggestion systems and performance reports, 

newsletters, briefings and meetings. Horizontal communication can be improved by electronic 

networks (ERP, EDI), intranet and quality circles. 

3.4 Internal Communication 

The effectiveness and strength of internal communication are essential for successful 

organizations as it alter the ability of strategic managers to appoint employees and achieve 

objectives. Internal communication is the strategic management of the relationships between 

partners at all levels within organizations. Internal communication appears on a daily base 

within organizations which include informal chat on the “grapevine” as well as managing 

communication and it is also an essential challenging area. (Welch, Jackson, 2007). 

Communication follows in the confines of the organization which is based on collaborating 

processes aimed at creating two incentives of intangible resources for organizing: knowledge 

and allegiance. The knowledge and employee attitude contribute to enhancing active 

communication culture among employees and promote the success of the company. The main 

objective of internal communication unit   is to enhance active communication in all 

organizational level but not longer to disseminate message among entity of company (Mazzei, 

2010). This view of internal communication brings about discrepancies based on: who 

communicates, to whom, in what way, with what content and leads to the question, for what 

purpose (Walch and Jackson, 2007). 

Internal communication aims in the System Model include, targeting messages, distribute 

information, delivering communication outputs, train people to share the company’s 

objectives and standards and develop the willingness to be a member of the company. 

Traditionally, organizations leadership must communicate with the top managers and workers 

and vice versa. This style may be in future will be integrated, however, there is three common 

directional internal communications: Downward, upward and   lateral communication. 

Technology may have granted us a fourth internal direction or non-directional communication 

or random communication (Harrington, James and Robert Lewis, 2000). 

The author contends that communications are essential to the work of a manager - it is the 

essence of work in many situations. (Sypher 2002). These authors categorized internal 

communication into three, based on a level of an employee. Employee relations (day to day 

duties), organizational development and mission (strategic) statement (Welch, & Jackson, 

2007). 

In talking to many employees at very different levels in different sectors, what has come 

across is the engagement for internal communication to be championed at the high level of the 

organization and also for top management and the meeting room to respect the expertise of 

the specialist assigned to deliver, be they internally or externally arranged. In the absence of 

that respect, it is implausible any communication strategy will be conveyed according to plan 

or be effectively tied to the bottom line. Without a clear focus and understanding of expected 
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results, the institution may not succeed and assuredly will not go to the top of any league 

tables of performance (Smith, L. 2008) 

 Positioning international communication 3.4.1

Welch and Jackson (2007) suggest that internal and external communication has no special 

boundary or separate line between them instead they use the term external institution 

communication or described as the public relationship, marketing and issues management. 

They argue that an internal communication becomes external communication as soon as one 

e-mail has sent to newsletter or media. 

Corporate communication theorists also categorize communication aspects, including internal 

communication, while simultaneously admit that these form part of an integrated whole. The 

author defines the typical starting points for communications activity as strategy, image and 

identity and identifies three kinds of corporate communication: management, organizational 

and marketing. In this aspects management communication relates to communication 

regarding access to resources, including human resources. Marketing communication is 

defined as announcing, direct mail, personal selling, and sponsorship. Significantly, the 

authors excluded   public relations in “marketing communications” as marketing academic are 

appropriate to do.  Internal communication is seen as one of seven character of organizational 

communication along with public relations, public, public affairs, environmental 

communication, investor relations, labor market communications (recruitment) and corporate 

advertising. (Welch & Jackson, 2007). 

 Aims of Internal communication 3.4.2

Internal communication aims  are to facilitate the internal information flow, to refrain 

overload, to reach all publics, to enhance  the sense of belonging”; “to spread  information, to 

tailor messages to the audiences, to listen to internal communication commitment in order to 

transfer  communication consistent with organizational common desire and  to support a 

support active collaboration, project development, and common results, which  enable 

employees to activate   their independence, judgment, and creativity” (Kahn and Mentzer, 

1996a; Kembro and Selviaridis, 2015; Malmelin, 2007). 

3.5 Integrated communication  

Integrated communication is defined as a concept of aligning messages, symbols, processes 

and behavior aimed at improving clarity, consistency and continuity within and across 

organizational( Thøger Christensen, Fuat Fırat, and Torp, 2008a )and. This includes 

communication systems, competences and relations (Malmelin, 2007). 

In present day society, the nature of business is highly intense and competitive that it is 

necessary for organizations to communicate effectively (Massie and Anderson, 2003b) 

Communication is an integral part of an organization and if not efficient, might lead to 

disruption in an organizational business processes. According to Ind (1992), cited by and  

Anderson, 2003b), communication strategy should determine the role of all communication 

mechanisms and as well detail the implications for operations in areas such as, product 

performance, distribution methods, product pricing and staff training. 
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In logistics, integration is often seen in channel context, with little focus given to integration 

within interdepartmental context (Kahn and Mentzer, 1996a).  

Thompson theorized that the correct way to get departments within an organization working 

together effectively is to structure respective work tasks by intensity of interdependence, and 

then manage each of those interdependencies with different coordination methods. For 

example, a pooled interdependency requires standardization in rules and operating 

procedures, while the coordination methods for the other two interdependencies are slightly 

more flexible. A sequential interdependency is managed through mildly adaptive planning 

and scheduling, while reciprocally interdependent departments are managed through constant 

information sharing and mutual adjustments (Murray, 2016). 

 

Interdepartmental communication can be seen as communication activities, which argues that 

more meetings and information flow between departments comprise effective integration. 

More business depends on communication for their success on interaction with partners, 

customers and other people involved (Malmelin, 2007).  Interdepartmental communication 

leads to performance improvements such as; good customer service, better inventory level 

management, higher forecast accuracy, and greater customer and employee satisfaction (Kahn 

and Mentzer, 1996a). 

Understanding the challenges that limit the Information sharing of demand and forecast for 

planning and delivering to customer will enable organizations to effectively tackle and work 

through them for increasing the information flow to all concerned partners. In order to tackle 

challenges that arise due to misinterpretation and exchange of incomplete information in the 

supply chain, it’s important to first understand dependency and nature of the relationship 

between the departments in the organization (Kembro and Selviaridis, 2015). 

The dependency of the departments between each other in terms of information flow can be 

observed through the activities and decisions created from receiving the information or lack of 

information. The business process in different departments in an organization may differ in 

their dependency between each other, but all are involved in creating value for the final 

customer working together for the final goal. One department dependency becomes high 

when the information received from other departments is essential for staring the business 

process within the department. This relationship relies heavily on exchange of information 

from other departments that will make the department vulnerable for any disruptions in other 

departments. Therefore creating an indirect link for receiving relevant information for these 

departments will greatly reduce risks from disruptions in other departments (Murray, 2016). 

According to (Malmelin, 2007a ), it is important to have a broader view of communication 

and it should be seen as a function that goes through and involves the whole organization, 

which comprises internal communication within the organization and communication outside 

the organization with partners and stakeholders. 

3.6 Communication in collaborative supply chains  

Johansen and Nielsen, (2011), viewed communication as a fundamental embedded part of 

each business processes enhancing the relations among the actors, as well as a strategic 

dimension supporting all corporate decision-making activities having an impact on 

stakeholder relationships. Therefore, communication channels and communications 

procedures between business partners should be strategically set up and well-structured 

respectively. 

 C. Gambetti and Giovanardi, (2013d), argues that, focus on communication is centralized to 

the communication department in a company, suggesting that it would be more valuable for a 

http://www.emeraldinsight.com/action/doSearch?ContribStored=Malmelin%2C+N
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company to shift the focus of attention to other business function which relies heavily on 

communication flow for its operations and activities.  

SCM can be divided into two phases, strategic and operational phase, operational profile 

within a firm  consists of procurement, production planning and control, stock and inventory, 

and distribution (shipment and transportation) (Bowersox et al., 2002; Chopra and Meindl, 

2010). 

This work will look beyond the first macro- process, focusing a little on production planning 

and control and mostly stock and inventory, and distribution processes in the oil refining 

industry. The process of stock and inventory management, in this case depot management in 

the oil industry represents a critical success factor in distribution in supply chain management 

and logistics (C. Gambetti and Giovanardi, 2013d) Products can be located in different areas 

(by supplier (P&OP), warehouses (Depots) to meet customer needs. The decision involved in 

allocating the products strategically to meet customer demands is done through exchange of 

valid information on the stock level, sales and forecasts between managers, decision makers 

and customers. 

Product location significantly influences operational, financial and economic performances 

(Bowersox et al., 2002). The operational costs are closely connected to saving time and 

reducing distances traveled between pick-up and delivery of products to customers.  

Recently, warehouses (depots) located near customers for fast moving products rely on 

collaborative warehousing system (product pooling) (Law et al., 2011). For efficient 

execution of customer order fulfilment there should be a clear communication process 

between the partners responsible in the logistics of delivering the products to customers. On 

the other hand, distribution process involves the movement and transportation of products 

from the suppliers (P&OP, depots) to the customer, ensuring timely and accurate delivery 

(Christopher, 2011).  

 Role of communication in SCM 3.6.1

With regards to operational profile involving product and inventory management, and 

distribution, communication coordinates physical and information flows, focusing on 

synchronizing supply chain processes, increasing appropriateness and efficiency in intra-

functional, intra-firm relationships in production cycle management (functional 

communication).(C. Gambetti and Giovanardi, 2013d).  Functional communication is based 

on communication flows, directed towards stimulating steady coordination mechanisms, to 

develop an effective information-sharing platform amongst the involved nodes of logistics 

network, in other to facilitate the customer service optimization (C. Gambetti and Giovanardi, 

2013d) 

With regards to this, a temporary internet based integration systems assures visibility, 

transparency and consistency of information flows among the involved departments within 

the firm, but it´s not common with the use of ICT systems to support integrated planning 

activities (C. Gambetti and Giovanardi, 2013d) 

3.6.1.1 The role of communication in operational SCM 

The three main macro-processes which are focused on in this paper are production planning 

and control (PPC), stock and inventory, and distribution processes in supply chain 

management. This chapter shows how communication supports these processes. 

In the case of PPC, communication can help firms manage the flow of information and data 

among the different nodes within the firm until it reaches the final customer (C. Gambetti and 

Giovanardi, 2013d). Communication plays a vital role in the management of information 

flows among multi-production systems, aligning systematically the requirements of each 

business unit. Communication helps in facilitating the timely sharing of information among 
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the nodes of the network in order to streamline production processes, reducing inventory 

levels and maintaining interaction among the actors (C. Gambetti and Giovanardi, 2013d). In 

addition, communication has shifted from transcended form of transactional cost logistics 

which is aimed on the efficiency of a single operation, to relational logistics, focused on 

optimizing information and physical flow of products (C. Gambetti and Giovanardi, 2013d). 

For this to be achieved, communication has to become lean, simple and efficient (C. Gambetti 

and Giovanardi, 2013d).Communication channels are usually strategically set-up in the 

organizations ERP systems, intranets and other internet-based integration systems. The 

purpose of these communication channels is to share product related data along the production 

up to delivery cycle (e.g. sales forecast, production and replenishment planning, resource 

allocation) among various business units located in a country and to manage monthly 

production planning meetings, either through phone calls or face-to-face (C. Gambetti and 

Giovanardi, 2013d) 

When it comes to product and inventory management, communication is vital in supporting 

the process of controlling the different storage sites (C. Gambetti and Giovanardi, 2013d) This 

is called collaborative stock management and it requires intense information sharing to 

optimize the entire performances of the logistics network (Collaborative communication), it 

can sometime require collaborative actions involving multiple competitors to achieve cost 

efficient economies and improve efficiency of the distribution network (C. Gambetti and 

Giovanardi, 2013d). 

Stock management depends on constant information exchange between partners to develop 

commitment, consensus, participation and motivation with the distribution network nodes 

(commitment communication) (C. Gambetti and Giovanardi, 2013d). This type of 

communication supports a practical integration between the supply chain members and it 

usually takes the internet based communication platform. Electronic data interchange (EDI) is 

usually the channel of communication among the distribution network in internet based 

communication platform. 

Talking of distribution processes, (C. Gambetti and Giovanardi, 2013d), argues that 

communication is underestimated with regards to shipment and transportation. To cope with 

this, clear and comprehensive information related to delivery terms, unforeseen events, 

misunderstanding and delivery delays are important skills to show the firm´s customer 

orientation. This is usually communicated via internet. 

3.7 Information Flow and coordination 

Coordinating the flow of goods and services between organizations in a supply chain requires 

a good platform for exchanging information between responsible partners. Logistics theory 

mainly deals with such process and activities for executing a good flow of information's and 

materials flow in the supply chain. Different set of partners have their own dependencies 

between each other in their functional differences and similarities in their activities and 

processes for adding value to these flows of information and material goods. It's the 

responsibility of the management to use their resources efficiently for coordinating this 

communication within the organization. There are a number of theories in logistic that can 

help managers to formulate a frame work for efficiently handling these coordinating process 

and decision planning processes. The advancement of the application of information 

technology in the business environment is creating a good structure for facilitating these 

information flows within and between organizations in the supply chain. Due to this 

increasing change in technology advancement there is always a new improved way of 
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coordinating the communication flow between customers, retailers and suppliers coming to 

the competitive global market.  

Information flow can benefit from efficient flow of products in the process system as the 

constraints that challenge the flow of products may also be shared by the flow of information. 

Optimization of distribution planning processes of inventory allocations can be achieved with 

a good supply chain structure that has optimal information flows between organizations and 

partners.  These will further bring down costs related to fast communication activities for 

decision making though information technology that allows a well-coordinated supply chain 

structure with a secure and tightened connection between organizations (Lewis and 

Talalayevsky, 2004). 

Having a standard for system development can clarify and ease the process of communicating 

data from one system to another system. An organization may use a number of systems for 

coordinating the information flows between its departments. Integrating these systems to be 

able to have the whole systems information processing applications work together with a 

similar language can ease the complexity of the information system network of the supply 

chain of the organization. (Helo and Szekely, 2005). 

 Information channel 3.7.1

Due to multiple information systems in the organization the information can be accessed by 

more than one department using the central data systems developed for sharing relevant 

information for the organization. It is possible to develop a greater output from simpler 

information by using other resources for exploiting the best out of the available information 

(Fattahi & Afshar, 2006). 

Healthy communications between managers and employees creates an environment where the 

employee’s contribution to the well informed decision making process of mangers increases 

due to the increased value for the communication between them. When a suggestion is 

communicated on a specific matter is taken from a one or a number of employers by the 

manager; it will provide the capability of comparing which way to go, thereby making the 

best decisions out of the alternatives available on the table. These gathered information needs 

to be explicitly evaluated and all unknown assumptions have to be considered and proceed to 

develop a better understanding of the situations that will be affected by the decision made by 

responsible manager (Haskins and Freeman, 2015). 

 Information performance 3.7.2

Understanding the structure of the firm will enable for mapping the business process of the 

existing interactions between each departments involved in creating value for each projects in 

the company. Performance measurement can also be possible by comparing the expected 

outcome of the projects and the practical result of the projects delivery and time (Thunberg, 

2013). 

Information can be measured through its outcome in adding value to the receiver and if there 

is no value added from that repeated flow of information then it becomes irrelevant. 

Investing in information will allow for its reusability in a single process or other process 

which will eventually add value to each designated processes.  

 Information sharing 3.7.3

Information sharing can be a means to gain access to information necessary to improve the 

management of product flow, which is called planning information and can be demand or 

supply relate (Jonsson and Mattsson, 2013b).  Demand related planning information includes; 

point of sale data, customer orders, forecasts, planned orders and customer stock balance. 
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Those of supply related includes; supplier stock level, lead times, advanced shipment notice 

and deliveries expected to be delayed. According to ( Jonsson and Mattsson, 2013b) precise 

and planning demand related information is usually collected from the customer, this 

information includes; forecast, point of sale data (POS), planned orders and customer stock 

balances. They further stated that if suppliers are able to access and use the above mentioned 

information in their planning process, it will lead to an increase in customer services and 

improve inventory planning. 

Exchange of information may take direct route to receiver end in the network or indirect route 

to same receiver in the network that strengthens the relationship between partners in the 

process of meeting customer orders (Kembro and Selviaridis, 2015). 

Increasing the diversity of products to customers can have a good outcome in the marginal 

revenue, but it will require a robust logistics support system for maintaining the complex 

process involved in planning and distribution of the products to customers. 

The current global business environment does not stay on a same level, as to mean the 

business environment is changing fast while growing big and complicated encompassing a 

larger area of customers around the globe. Therefore, managers are always working towards 

an efficient flow of information’s and materials in the supply chain by making effective 

decisions and eliminating wastes that do not create value for the ultimate customer 

(Golovatova and Zhou, 2010). 

Kaipia (2009) argues that poor information sharing in a supply chain leads sub-optimal 

performance in the chain. He further suggested that adopting information systems, which can 

facilitate better information sharing among members of the supply chains, may change the 

situation. Wagner (2002) stated that the challenge which companies faces is to achieve good 

quality information, instead of suffering from lack of data and deciding what information can 

be used and which can be ignored in decision making to improve supply chain performance 

(Kaipia, 2009). 

Information quality is the degree to which information meets the need of the organization. It 

includes aspects such as timeliness, accuracy, adequacy, and credibility, ease of access, 

completeness, and compatibility across users (Monczka et al., 1998). 

The key to enhance operation in the network is not only based on efficient information 

sharing, but also based on the availability and timeliness of information (Khole and Boughton, 

2001). 

In a study by Kaipia (2009), in coordinating material and information flow in supply chain 

planning, using the coordination theory which shows that information processing capabilities 

is to be adjusted to the amount of information and to the uncertainty in the environment. 

Kaipia (2009), in the study identified reasons for imbalance between volume of information 

shared and execution flexibility. These are planning nervousness and the bullwhip effect. 

Factors contributing to these problems are varying planning processes, delays in information 

flow, multiple decision making phases, long planning horizons and unsynchronized planning 

calendars. He suggested that in order to reduce planning nervousness, information sharing 

should be synchronized between upstream and downstream members to ensure decisions are 

based on latest data. The literature stated that constant information sharing integrated planning 

is necessary for rapidly responding supply chains (Kaipia, 2009).   

Kaipia (2009), states that sales planning requires forming a collaborative sales plan that is 

matched with supply capabilities; this in turn guarantees availability for the quantities in the 

confirmed plan. 
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3.8 Sales and operations planning 

In present business environment, sales and operation planning is a key process which provides 

visibility to a company (Affonso et al. 2008).  A sales and operations planning process 

involves communication and decision making process which balances supply and demand 

while incorporating the entire operational parts and the business plans which is focused on the 

customers , that links strategic plans to day-to-day activities (Keal, Hebert , 2010). In a supply 

chain environment, S&OP supports transversal decision process, which co-ordinates different 

function in the company or with partners (Affonso et al. 2008). According to Jacobs et al., 

(2011), S&OP is usually called “top management´s handle on the business”. S&OP provides 

the ideal communication links for top management to harmonize the various planning 

activities in a business. A simple S&OP process facilitates communication of information 

from demand planning to master planning (Oliva, Watson, 2011). 

One of the primary roles of S&OP processes is to enhance master planning, demand planning, 

and the flow of information between them (Oliva, Watson, 2011). Master planning focuses on 

the coordination of the supply side of the business and identifies the efficient way to fulfill 

demand forecast over the medium term, enhancing better levels of planning like, material 

requirements, production, and distribution plan. On the other hand, demand planning deals 

with the customer end of the business, predicting future demand from scheduled customer 

orders or current market conditions or from activities which influences demand (Oliva, 

Watson, 2011).  Improved integration among functional areas in a firm is another important 

benefit of sales and operations planning (Jacobs et al., 2011). When a consistent S&OP is 

developed between functional areas, it can be translated into detailed planned which everyone 

in the departments agree on. This brings about a set of common goals, transparent systems 

and improved communication. 

There are four fundamentals in S&OP, supply, demand, volume and mix. There should be 

balance between supply and demand because demand is greater than supply, customer service 

suffer because manufacturing cannot meet the demanded volume by customers. Cost can 

increase because of premium freight rates and in most cases quality suffers due to rush to ship 

products. On the other hand, when supply exceeds demand, inventory increases and profit 

margin are squeezed due to price cuts and discounting (Jacobs et al., (2011). Both cases are 

unfavorable to businesses and therefore the key to better business performance is to maintain 

the balance between supply and demand (Jacobs et al., (2011). 

Volume and mix are the other two fundamentals and needs to be treated separately. Volume 

concerns the big picture about the quantity to make and production rates for product families 

while mix focuses on detailed decisions on which single product to make and the sequence 

depending on the forecast or customer orders (Jacobs et al., 2011). “Smart companies plan 

their volumes first and then focuses on mix decisions” (Jacobs et al., 2011). This is because if 

volumes are planned correctly, mix decision becomes easier to cope with. 

For this to be achieved, it is important for effective coordination of the plans from different 

functional areas in a business with top management involvement (Jacobs et al., 2011) and 

S&OP connects related processes in a company to one, unified plan (Plank, Hooker, 2014). 

Operations plan can be used as a framework for tough-minded day-to-day trade-off decisions 

(Jacobs et al., 2011). If marketing and sales want more of some products, they should also 

provide information of which products they want less. This is because additional production 
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without simultaneous reduction will disrupt the initial production plan vice versa (Jacobs et 

al., 2011). 

Jacobs et al., (2011), argued that without sales and operations planning, jobs in a firm 

somehow get done, but usually with a price. The price is organizational slack: long lead times, 

excess or too little inventory, poor customer service, poor response to new opportunities, 

excess capacity. S&OP provides the necessary visibility of critical communications between 

marketing, sales, production, finance and distribution (Jacobs et al., 2011).  

3.9 The bullwhip effect 

Disney and Lambrecht, (2008), in their study on order replenishment, forecasting and 

bullwhip effect showed that bullwhip effect is an inefficiency that can arise due to lack of 

coordination between members of supply chains. These inefficiencies results when rational 

supply chain members optimize individually instead of coordinating their efforts. 

According to Croson and Donohue, (2002), decision makers usually under-weight the supply 

chain. This means that they do not have a clear knowledge of what is in the pipeline which 

can affect decision making. This problem can be addressed by sharing, POS data, inventory 

and demand information, centralizing ordering decisions and using formal forecasting 

techniques. 

Supply chain networks are often highly complicated, operating in a highly uncertain 

environment with limited access to data (Disney and Lambrecht 2008). A dismantle material 

flow, combined with distorted demand information and an absence of replenishment rule 

alignment inevitably results in poor supply chain dynamics. This poor coordination may even 

outweigh the gain from specialization and economies of scale (Disney and Lambrecht 2008). 

It is indicated the large swing or amplified perceived demand at upstream components of a 

supply chain. To counter this reason following measures are advantage:  

• Allocate product depend on past sales, not on current orders 

• Share information regarding capacity 

• Long term contracting to permit or consent vendors to adjust capacity 

• Eliminate generous return and order cancellation policies 

Generally, Bullwhip effect is the main cause of worry in a supply chain as this end up in a 

heap of inventory while there is no demand and extremely large shortages while there is 

demand. The potential approaches to impede this influence have been mentioned above is 

more effectively countered with information sharing among channel alignment, supply chain 

partners (allay), and better operational efficiencies. This behavior is present seriously 

throughout the chain. An institution effectively prevents the bullwhip effect by thoroughly 

understanding its root causes. 

Company leaders are implementing innovative strategies for; integrating new information 

systems, process new structure relationship and implementing new incentive and 

measurement systems. 

In Most cases,   customer demand is not stable. A fluctuation market interest , a dynamic 

customer  needs and requirements , a constant changing in people's habit  and development of 

new technology  is   one of the major  forces  that  cause  a dynamic change in customer 

demand   which will lead  to  a challenge  for accurate forecasting. Often, forecast based on 

statistics are rarely accurate. Due to the occurrence of error in forecasting organizations 

usually carry an inventory buffer or a safety stock. 

However, the manufacturer faces variable demand on the factory level. 

From (Disney et al., 2008) it can be observed that the wide swings in demand were induced 

by the ordering practices of retailers. It is a dreadful job for logistics managers to design order 

management systems that optimally meet pipelines to the marketplace. To measure the 
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bullwhip effect, one can begin with sales data for particular products for one specific retail 

outlet. Second the demand is aggregated on the retailer distribution center and supplementary 

aggregated at the producers' distribution center. Lastly, we extend the production facility. This 

complex process of aggregation (through replenishment rules, manufacturing batch sizes, full 

truckload transportation policies, amongst others) makes the bullwhip effect analysis 

challenge .This describes why most scholars focus on replenishment rules for individual items 

on the retail outlet level (Disney and Lambrecht 2008).  

 Causes of the Bullwhip Effect 3.9.1

Bullwhip effect can be attributed to two causes, namely operational and behavioral causes. 

The behavioral causes are a bit straightforward. Supply chain managers may not always be 

absolutely rational (Disney and Lambrecht 2008).  Managers over-react or emotional (or 

under-react) to demand changes. People often try to read “too much signal” into a series of 

demand experience as it changes over time. A number of time people are over optimistic and 

bewilder forecasts with targets. Decision makers are sometimes emotional to customer 

complaints and anecdotes of negative customer reactions. Furthermore, there are cognitive 

limitations as supply chain networks are frequently very complicated, operating in a highly 

ambivalent environment with limited access to data (Disney and Lambrecht 2008). 

The experts commence that decision makers usually under-weight the supply chain. This 

means that they do have rarely a clear idea of what is available in the pipeline. This lead to 

some form of decision bias. Strategies to relieve this problem include; sharing Point-Of-Sales 

data, sharing inventory and demand information, centralizing ordering decisions and using 

formal forecasting techniques correctly. 

There are five major causes of operational bullwhip effect which are; demand signal 

processing, lead-time, order batching, price fluctuations and rationing and shortage gaming 

(Disney and Lambrecht 2008).  Demand signal processing allows managers to make their 

decisions based on the set of strategies that are put in place order to avoid inventory stock out. 

Target stock levels, safety stocks, and demand forecasts are updated in the face of new 

information or alteration from targets. These “rational” adjustments develop erratic responses. 

It is essential to realize that most players in supply chains do rarely respond directly to the 

market but acknowledge or respond to replenishment demand from downstream level or 

echelons. This is why local optimization usually results in global disharmony. A second main 

effect of the bullwhip problem is the lead-time. Lead-times are made of two elements; the 

physical delays and the information delays. The lead-time is an essential parameter for 

calculating safety stock, reorder points, and increase in order levels. The increase in 

variability is aggravating an increasing lead-time. A way to relieve   this problem is through 

lead-time compression. The information delay can be diminished by exceeding 

communication technologies (web-enabled communication, EDI, e-procurement etc.). The 

order fulfillment lead-time (the physical lead-time) can be shortened by investment in 

production technology, strategic supplier alliance (supplier hubs, logistics integrators etc.) or 

by eradicating channel arbitrator (direct channels).  The information delay should never be 

taken for granted in any case. 

A third well-known bullwhip creator is to adopt an order batching. Economies of range in 

ordering, production set-ups or transportation will apparently increase order variability. 

Reduction of set-up, ordering and managing costs is, of course, a way to solve this problem.   

The fourth main cause of bullwhip has to deal with price fluctuations. Retailers usually offer 

price discounts, quantity (volume) discounts, coupons or in-store promotions (Disney and 

Lambrecht 2008).  
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 The situation today/Case study 4
This thesis is focused on improving the distribution of products to the depots by the 

department responsible (P&OP) using communication. This study was made on partial parts 

of the departmental sections of the case company. Data gathering was limited to a specific 

number of players and managers responsible for the distribution of products from depots to 

customer in terms of information flow with regards to the oil products. P&OP wants to 

receive accurate and timely information which can help plan volumes at the depots effectively 

and avoid depots running out of products. Figure 4 below shows the current 

departments/sections involved and the communication pattern today in the case company. The 

most frequent communication cannel is through emails and some systems which departments 

use to track and get information regarding the product. Figure 5 shows a simple structure of 

how product flows at the case company from the refinery to customers. 

 
Figure 4: Condensed communication pattern 

 

 

 

 

 

 

 

 

 

 

 

The first three bold boxes (Supply & trading, Marketing & sales and Customers) shows 

the sections which they departments in the company falls under in the company.  The 

boxes under each bold box are they departments or functions in that particular section. 

For instance, (P&OP, logistics systems and depots) are departments or functions under 

Supply and trading E.T.C. TPL is an external company and does not directly fall under 

any of the sections.  

The double headed arrow (        ) shows two communication pathway between the 

departments and the single headed arrow (        ) shows only one way communication 

path.  
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Figure 5: Product flow 

 

4.1 Organizational Communication   

 

Currently, the communication between the depots and P&OP works well. The depots 

communicate directly to P&OP on when the will run out of volume and in case the depots run 

out of products, they send out an email to a common mailbox which automatically distributes 

the information to the relevant people required. Some of the information that are included in 

this email are; which products, when it ran out and how long as well as the cause (Interviewee 

1). Depots communicate mostly with P&OP about the volume at the depots and the challenges 

and product status and also with the retail department about Last ID and driver training. The 

retail department also communicates with P&OP but mostly forecast information is shared 

between these two departments.  

“We should talk more with each other and they should know more about each other” - 

Interviewee 7 

Interaction between case company center, Planning, logistics on the market side and all depots 

for the system support has been observed to be an inter-dependent relationship where the 

information value that is created or utilized and distributed by the system support makes the 

whole system to work efficiently. These communication processes takes place by phone and 

emails where the information transfer is very important and less important respectively 

(Interviewee 2).  

Distribution/logistics have a contract with TPL which delivers the product, usually the light 

product and other four to five small companies that deliver heavy products to customers. 

Distribution communicates with TPL, fuels stations and business support. Logistics 

communicates with sale, they share mostly forecast data, but do nothing with this, and the 

data is forwarded to TPL which in most cases does not trust the accuracy of the forecast data. 

There is usually no communication between logistics and the depots; most of the 

communication is with systems support (supply and trade). 

“We need more rule on whom to contact about questions, we don´t have a clear picture of 

the people involved in the movement of products”. 

 “We work for the same company but sometimes it feels like we work in different 

companies”. Interviewee 3 & 7 

The organizational communication as seen in figure 4 above shows how information flows in 

the company. Some departments get more information than others because there is no direct 

communication link. For instance, TPL can get information from logistics, marketing and also 
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business support. There is no clear communication channel at the case company, therefore 

information are not well transferred and communicated. Employees/department 

communicates directly to those they are lined to, they do not see beyond, to know what is 

actually happing and who is responsible for what. 

4.2 Communication channel 

 

The depots communicate directly to P&OP on when they will run out of volume and in case 

they run out, they send out an email to a common mailbox which automatically distributes the 

information to the relevant people required. Some of the information that are included in this 

email are; which products, when it ran out and how long, as well as the cause.  

Information system supports the communication of forecasts and status of the inventory level 

at the depots. Different departments at the case company have different systems which are not 

linked to each other. 

The business activities involving the daily lifting of products from depots and how much 

should be transported are usually done manually using Excel files and communicated in the 

company systems. Planning also uses this system to keep track of the inventory level at the 

depots that is routinely checked once a week. The centrally shared common site is between 

depots and planning optimization department for accessing the inventory level at all depots.   

Both companies use EDI which shares forecast and customer orders data. VMI is used to 

manage customer orders and it is about 80% of the customers (logistics). 

There is usually weekly meeting between the depots and P&OP, where they discuss what the 

need, wrong estimates and problems which the depots are facing etc.  

4.3 Challenges 

 

P&OP still have little difficulties communicating with marketing which pulls the products. It 

is often that marketing wants to pick up a product from a particular depots but distribution 

might decide to pick up from another depots maybe because of the price difference and the 

cost of distribution from that particular depots. This change in plans on what depots to get a 

product affects the planning information and volume at depots. Planning refers the customers 

on which depot to pick up a product in case there is shortage at the required depot which the 

product was meant to be picked up from. Retail does not get any feedback from each depot 

how much customers have taken from the depots and it is difficult to know if it were the 

retailers or the company´s TPL who draws the product. 

 

Another issue is that the involved departments make their own planning which lack visibility 

between the involved departments.   

At the case company, product shortage occurs usually with critical products. Critical products 

are products that do not have enough space for storage. In event of weather change, the 

challenge here arises when a customer doubles their order which will affect the inventory 

level to a very low volume. Customers might increase demand for a particular critical product 

which might result to a stock out of the product in a depot. Since the occurrences are 

unplanned, stock out results due to unforeseen increase in demand and also due to the two 

weeks lead time it takes the refinery to make the product and it´s shipment to fill up the 

inventory levels to the required volume.  

There is usually unforeseen demand and random orders from customers and in most cases 

orders are prioritized. Departments and employees are specialized in their task and do not 

usually know what others are doing. 
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Customers usually change location and this can be a problem regarding the quantity of fuel at 

a particular depot which can be used to fulfill a customer´s order. 

 

Challenges can be when there is too much, less, or late delivery at the depots.  

When orders are received from the retail department, the retail department doesn’t see the 

quantity at the depots. 

 

Another challenge might be when there is twice the demand or high volume of demand, 

products might run out without P&OP knowing about it. Sometimes, the drivers get 

information that there will be a product shortage at particular depot, and send this information 

to the customers, who react by picking up too much volume than required from the depots 

which might results to product shortage. 

 Forecasting  4.3.1

P&OP make different forecast from distribution, depots and marketing. The forecast made by 

P&OP is gotten from marketing and it includes historical data and seasonal changes. In 

addition to P&OP, other departments receive forecast twice every month fifteen days apart 

from marketing which includes total volume to be sold. 

One of the problems which lead to product shortages is that market forecast gives an 

aggregate volume that can be demanded in a particular month with P&OP having no idea 

what quantity is demanded at a particular depot/region in Sweden. 

The TPL make their own forecasts based on the number of volumes delivered in the previous 

periods compared to the forecasts made by the case company using sales forecast. 

 

 Strategic inventory allocation 4.3.2

At some instances there occurs a situation where planning will involve other partners for 

using their products through exchange of volumes in order to get to customers quickly and 

optimize the transportation route. The company has business arrangements with other partners 

for strategic inventory allocations for meeting customer orders.  
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 Analysis 5

5.1 Organizational Communication 

 

For work to be done in an organization there should be a routine or systematic way of 

communication among members of the firm. When information is communicated well 

between parties in the organization, it brings about efficiency in the work done by individual 

members and sections in the company. Although organizations strive to communicate 

efficiently between members of the firm, it still faces some barriers which inhibit effective 

communication in the organization.  

Barriers to effective communication can be interpersonal or organizational barriers (Kelly, 

2000). Interpersonal communication is as a result of individual characteristics and differences. 

Employees in a firm might not communicate well due to the way they view other people 

within the organization. This might result to conflicts between employees or departments with 

regards to information communication.  

Organization barriers arise from structures, processes and systems within the organization 

(Kelly, 2000). Structure of an organization can affect the way in which information is 

communicated in a company. The structure might result to information overload and affect 

the task of employees in the company. Different departments might have different group 

technical language which might affect communication between groups and departments in an 

organization. This can be seen in an oil supply chain where different departments are highly 

specialized in their work task and uses different work or technical vocabulary.  

 Challenges of poor organizational communication 5.1.1

At the case company, maintaining optimal inventory level at the depots is vital in order to 

meet customer demands. Lack of communication in the upstream distribution chain can result 

in inefficient planning of the volumes at the depots.  Jonsson and Mattsson (2013) argued that 

information sharing can be a means to access the information required to improve the 

management of product flow which is called planning information. In the finding above, there 

are situations where customers can order twice the volume usually required; this unforeseen 

increase in demand can result to a stock out at the depots without planning being aware of 

such demands. When this occurs, it is necessary to communicate it with the involved 

departments and the information should be well structured, including only the relevant 

information which needs to be communicated. 

Product shortage occurring at the depots can be seen as a bullwhip effect which occurs 

upstream the distribution network. Bullwhip effect occurs due to inefficiencies in forecasting 

upstream the distribution channel (Disney, Lambrecht, 2008). This is due to demand order 

variability which is amplified upstream the supply chain. Distorted or crooked information 

from one end of the network to the other can lead to tremendous inefficiencies (Disney, 

Lambrecht, 2008). At the case company, critical products; which are products that does not 

have enough space to store them could lead to shortage of volume at the depots. This shortage 

might be as a result of too much demand from customers which affects the volume of that 

particular product at depots. It is therefore necessary to plan better in other to avoid shortage 

of products. This planning of the critical products requires continuous communication 

between involved departments. P&OP needs to know how much quantity is being drawn out 

coupled with the exact demand/forecast for the critical products at all the depots in order to 

efficiently plan the flow of products into the depots.  Moving of products from the refinery to 

the depots takes an average lead time of two weeks; this includes refining the products and 

finding the right vessel which will be used in moving the product to depots. Therefore it is 
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necessary for involved departments to communicate effectively, sharing the right information 

at the right time. 

“How can I know what you want if you don´t tell me what you need” – Interviewee 1 

When departments upstream the supply network receives little, incomplete, incorrect or no 

information about demand or changes in customer order, this will affect the planning of 

inventory at the depots. It is necessary to communicate changes in customer orders and all 

other important information between departments involved in the movement of product. Not 

communicating this will result to the department responsible for planning to plan volumes at 

the depot with wrong or incomplete data, and when this happens, it might result to depots 

having too much or too little product.  Jonsson and Mattsson, (2013) suggests that planning 

demand information (POS, forecast, planned orders), which is usually collected from 

customers if used by suppliers in their planning process, could lead to increase in customer 

service and improve inventory planning.   

Situations could be when a product is to be picked from a particular depot, but because of the 

cost difference and the cost of transportation, logistics (TPL) might decide to pick the product 

from another depot. This might affect the planned product level at the new depot, and when 

such changes is made, it should be communicated to the department responsible for keeping 

the stock level at the depots.  Thunberg (2013) suggests that lead time and its relationship 

with cost has to be communicated with internal and external business partners. To cope with 

this, clear and comprehensive information related to delivery terms, unforeseen events, 

misunderstanding and delivery delays are important skills to show the firm´s customer 

orientation(.C. Gambetti and Giovanardi, 2013d)Communicating these changes in distribution 

plans upstream the network will enable better planning of the stock levels at the depots. Here, 

P&OP can see the changes made and can increase the quantity of that particular product to be 

delivered to the depot and as well reduce the quantity of that product forecasted for the initial 

depot. This helps balance inventory at the depots, and the cost of having too much inventory 

at the first depot would be reduced while avoiding the shortage of product at the second depot. 

Although it is important to communicate information upstream the network, it is also 

necessary to communicate deliveries made to customers to marketing. In the case company, 

retail department does not get any feedback from each depot on how much customers have 

taken from the depots and it is difficult to know if it were the retailers or the company´s TPL 

who drew the product. Communicating this information downstream the chain will enable 

those in the market department to know how much a customer draws out which can help 

improve the forecast which is used in depot planning.  

Since TPL and retail customers’ uses their own logistics system, it is necessary to differentiate 

who is pulling a product at a particular time and at the end of every month, give feedbacks to 

the departments upstream the network on the aggregate quantity of products which both TPL 

and the independent customers pulled out from the depots. Communicating this information 

can help improve the management of product flow(Jonsson and Mattsson, 2013c)Some 

supply related information which needs to be communicated upstream the network include; 

stock level, lead times, advance shipment notice and expected delays in delivers (Jonsson and 

Mattsson, 2013c)  

Having effective communication between involved departments in a distribution network has 

its cost benefit, reduces cost of keeping too much inventory and also mitigates product stock 

out, which can lead to customer dissatisfaction. 
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5.2 Integrated internal communication 

 

A constant problem which keeps reoccurring at the case company is the issue of customers 

constantly moving their tanks in different geographical location within the country. When this 

happens, the company has to be flexible in order to respond to this change in delivery 

location. Usually, the products are delivered from other depots closest to the new customer 

location, due to the cost attributed in delivering the product from the initial depot of delivery. 

The company also responds to this by borrowing products from depots of competitor in order 

to meet their customer demand. Managing inventory at various depots requires constant and 

up to date information to be communicated between the departments and the depots involved 

in the movement of products (Gambetti, Giovanardi, 2013). This is called collaborative stock 

management, which requires intense information sharing to optimize the performance of the 

logistics network (collaborative communication). Collaborative stock management can 

sometime require collaborative action involving competitors to achieve cost economies and 

improve the efficiency of the distribution network (Gambetti, Giovanardi, 2013), just as the 

case company is doing. This should be facilitated using effective communication channels 

such as ERP, intranets and internet based communication systems. 

Although this can help respond quickly to customer demands, situations might arise with 

balancing the quantity of products borrowed between companies especially if the companies 

has different system which is not integrated to check the quantity of products borrowed. 

Investment should be made in adopting a central system which gives actual volume of product 

borrowed by each company; this will avoid disagreement and improve information 

transparency. Another situation can be if strategic partners sharing inventory borrows 

products unlimitedly. If this is so, it might cause stock out at the depots and will make 

planning of inventory more difficult since the volume borrowed by strategic partners are not 

involved in the forecast used in inventory planning. This might be remedied with the 

integrated system between strategic partners which shows inventory levels at the depots and 

the scheduled amount of awaiting customer orders. Strategic partners can as well set limited 

volume which can be borrowed by partners at any particular point in time, this will help 

partners to efficiently plan their inventory better and also meet their own customer demands. 

Stock management depends on constant information exchange to develop commitment, 

consensus, participation and motivation with the distribution network nodes (commitment 

communication) (Gambetti, Giovanardi, 2013). 

 

“Departments and employees are specialized in what their task is and do not usually know 

what others are doing” - Interviewee 3 

 

The task people in an organization perform affects the communication path, who talks to 

whom, what information is shared and the importance and speed of the message (Kelly, 

2000). In an oil supply chain, organizational subunits are well differentiated and in most cases 

members of the organization are highly professionalized (Kelly, 2000).  This can be based on 

the structure of the company. The company structure can influence intentional or 

unintentional filtering of information, leaving out some parts, distortion or refusal to 

communicate (Kelly, 2000). 

This can lead to a barrier in organizational communication. Specialization in work task might 

also be due to involved departments make their own planning which lacks visibility 

throughout the network nodes. Commitment communication supports a practical integration 

between supply chain members and can be done through the internet (Gambetti, Giovanardi, 
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2013).  Departments in the distribution nodes should be able to know what other involved 

departments are doing for products to move efficiently. 

5.3 Communication and Information flow in collaborative SC 

 

Johansen and Nielsen, (2011), viewed communication as a fundamental embedded part of 

each business processes enhancing the relations among the actors, as well as a strategic 

dimension supporting all corporate decision-making activities having an impact on 

stakeholder relationships. Therefore, communication channels and communications 

procedures between business partners should be strategically set up and well-structured 

respectively. In other to improve the communication in the specialty oil supply chain, it is 

necessary for departments involved to work together and have a system which integrates 

information flow and processes. Departments should try to have understanding of the work 

situations and task of the involved departments and should as well try to work together to 

meet customer demands. 

 System and departmental integration and communication  5.3.1

The business planning decisions is supported and communicated throughout the departments 

using information systems developed for various tasks by collecting and processing useful 

information’s and providing them to the concerned players in the organizations. 

The capacity of organization systems to adapt to changes happening with valid information’s 

about storage, distribution and delivery process have to be continually improved, formalized 

and updated for efficient information flow between organization members and customers 

(Kelly, 2000). 

Speed and accuracy in regards to finding and processing of the relevant information can 

facilitate and allow organization members to make quick and effective decisions for executing 

the business processes despite un expected disruption or changes in preliminary distribution 

schedule for achieving the goals of the organization. The change in schedule that may arise 

can be due to insufficient volumes at depots; cost of distribution channels for delivering the 

volumes to customers; decrease in lifting of volumes and delay in getting the volumes to the 

depots. 

For any information regarding customer demand to be utilized efficiently by planners it’s vital 

to have this information which should be accurate and timely in order to be better prepared for 

meeting these demands. Receiving a customer order with a time frame of less than two days 

will make a significant strain on distribution planning that will eventually lead to more costs 

for speedy delivery to the customers’ orders. Other constraints that can be addressed through 

accurate and timely gathering of information can be applied to constantly moving customers 

that change their location so it is possible to timely keep track of these movement of delivery 

locations. 

It’s possible to easily cross check real time information on the processes and status of the 

stock levels and customer demand when information systems are fully integrated to be able to 

communicate these information’s in predefined manner so as to be easily analyzed by the 

planning and optimization team (Helo and Szekely, 2005). 

Adapting to new working colleagues due to changes as mentioned in the following can bring 

its own challenges as pointed out by a business support team member. 

A well-defined communication system will become very handy even when there is a change 

of personnel due to semester break, change of position and termination of job. The 

organizations should be able to make well-structured communication systems that provide up-

to-date information about the location of products and other related information for the user. 

Collecting and communicating the information’s between integrated departments should be 
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able to clearly structure and align the data’s to be distributed between the departments. The 

integration of departments who have a strong inter dependency between each other must have 

a good channel of communication that allows each department to work to together in a 

collaborative supply chain.  

 

“We work for the same company but sometimes it feels like we work in different 

companies”. Interviewee 1,3, 7 

 

“We need more rule on whom to contact about questions, we don´t have a clear picture of 

the people involved in the movement of products” Interviewee 7 

 

Employees at the case company identified lack of integration as a challenge which hinders the 

way communication flows in the company. Adding to this challenge is the company structure 

and how departments gather information regarding the movement of products. Department 

involved in the movement of goods needs to communicate more with each other. This can be 

achieved by sharing relevant information between departments and having more meetings 

which can be used to align the goals of the company and better integration in the distribution 

network. Interdepartmental communication leads to performance improvements such as; good 

customer service, better inventory level management, higher forecast accuracy, and greater 

customer and employee satisfaction (Kahn and Mentzer, 1996b) 

 

“We should educate each other on what we are doing and giving feedback on what is 

shared and what is going out”.  Interviewee 7 

 

“We should talk more with each other and should know more about each other”. 

Interviewee 1, 3, 7 

 

Communication can be used to foster knowledge sharing and better integration between 

departments in a company. Involved departments in the movement of products should have an 

idea of what each other are doing since they are working towards the same goal. If there 

operations in each individual departments are not visible enough to the other, it leads to 

disharmony in the organizational plans and goals. As seen in the finding above, departments 

at the case company makes different plans which are not communicated or visible to other 

departments in the network. Sales and operations planning can be used to provide visibility 

and improve integration between departments in a company (Affonso et al. 2008). A simple 

S&OP process facilitates communication of information from demand planning to master 

planning (Oliva, Watson, 2011). 

If there is visibility and integration between departments in a firm, they can adapt and respond 

quickly to changes in the market since they are all using a single plan. A sales and operations 

planning process involves communication and decision making process which balances 

supply and demand while incorporating the entire operational parts and the business plans 

which is focused on the customers , that links strategic plans to day-to-day activities (Keal, 

Hebert , 2010).  According to Jacobs et al., (2011), S&OP is usually called “top 

management´s handle on the business” and it provides the ideal communication links for top 

management to harmonize the various planning activities in a business. S&OP can help 

improve the communication between departments in a firm which is as a result better 

integration between partners in a company. The plan generated from S&OP is the target 

which all members of the network should work to achieve.  

  



 

- 34 - 

 

 Discussion 6
 

The mapping of the information flow of the organizations planning process and resource 

allocation decisions that incorporates inputs from all responsible managers and employees 

involved in the operations and activities for forecasting, order placement and lifting of 

products from the depots up to delivery to final customers. These data gathered for mapping 

the information flow presented in the thesis mainly focused on information’s related to fuel 

distribution and economic product placement at the depots located in different areas in 

Sweden. There are a lot of people and information systems involved in these processes of 

communicating information’s between stake holders but that does not mean that everybody 

has to be interviewed to understand what mainly are involved in the decision making and 

related activities for delivery of the products to customers.  Therefore enough number of 

employees was chosen to be interviewed for getting the empirical data needed for finding an 

answer to the research questions.  

The work did not go in to details nor did not touch any data’s with regards to pricing, 

production activities and other projects of the company that are not related to our research 

questions within the organization. The management team arranges a periodical meeting in 

order to share ideas on current issues and address any problems with in the business process. 

Planning and optimization is able to keep the volumes at the depots to an optimum amount by 

using forecasts based on history and customer orders that are supported by information 

systems of the organization for communicating the need data for predicting accurately from 

the information’s collected by different communication channels. It’s important to maintain 

and update the technologies for the communication channels and information’s systems that 

are the main channels of communication in the organization.  

The different departments need to be aligned and integrated for efficient flow of information’s 

to take place in the organizations where it’s possible to optimize the flow by reducing middle 

men, reducing bullwhip effect and lack of know how about the business processes of 

departments involved in the supply chain. Adding of an extra incentive for growing the 

transparency between departments in order to make a strong connection can be investigated at 

the company if there was time to continue this project at the company.  

A more study can be made on how the loses and benefits are shared between partners in the 

organizations. If stakeholders are well informed on their decisions impact to other partners 

and how these will affect the end result of getting the best outcome on the benefits or losses 

for the whole organizations and eventually for themselves. Hence, the information sharing 

between them could become more transparent and all partners would engage more to sharing 

of relevant information and understanding of how others departments decisions process works 

since there is a common goal that holds together each departments together which only works 

if everyone works in accordance with the new set of structure developed for creating a more 

transparent and strong connection between the departments. The theory for this type of 

investigation can start with agent based theory and game theory. 

Problems that were seen to occur more than product shortages at the depots were seen to be 

mainly on the disruptions of the information systems at the lifting areas for customers to take 

their products from the depots located nearest to them. So there needs to be more work done 

on maintaining the information systems at the depots to prevent the shutting down or system 

malfunctions at the lifting of volume by truckers from the depots. 
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The results of this case study may apply to other business organization that have similar 

business processes with the organization that the study was made.  Although the usage 

of   communication is dependent on the company level of structural, complexity of activities, 

scope of the organization and company’s structure of communication. The communication 

process can be divided to two types of communication in a business firm. They can be 

observed as internal communication and external communication. The flow of information 

depends on the company’s strategies from up to down inversely from bottom to up (manager) 

and lateral communication.  

An effective communication utilizes the intangible resource such as knowledge and employee 

attitudes that provides value to organization achievement and enhances communication 

culture among employees. Quality communication holds the enterprise together like glue. It 

connects the business to the customer, employee to manager, department to the other 

department or section and business to business partner. it is  more than well-written e-mails 

and clear and accurate reports. In short, communication is an asset of the organization. An 

active communication can enhance the performance of better customer service, better 

inventory level better forecasting accuracy and greater customer and employee satisfaction.   

The aspect of the active communication is knowledge and alignment, company culture and 

attitude to employee and customer. A management of an organization should play main role 

to create a healthy environment with in and around the organization. 
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 Recommendation 7
 

During the course of this work, several challenges were seen and could be made better to 

improve the oil supply chain. These challenges were identified during the interviews at the 

case company with the departments involved in the movement of products.  

 

Departmental and system integration 

 

During the interviews, the most recurring issue which the respondents talked about is the 

integration within the departments in the company. Different sections within the company are 

so involved in their individual task without having idea of what others are doing or how it 

affects the movement of products in the company. This might be to improve the efficiency of 

a particular department but on the other hand, might cause problems for other departments 

involved and the general goal of the company. For the distribution network to work 

effectively involved departments should be able to work together, each knowing what others 

are doing which can foster flexibility in the network. Working together means communicating 

more, sharing relevant information required for efficient planning and having a general plan 

which all the departments work towards to. Sales and operations planning can be used to 

bring different departments together. Here, P&OP, marketing and sales and distribution can 

bring their individual plans together and produce a master plan which can be used from 

production to distribution to customers. One of the interviewees at the company 

recommended having a new section which oversees how products are moved. The department 

will be like a controller which sees how much order marketing is taking in, how much 

refining is producing and the stock level at the depots. With these, the company can know 

their capabilities and can avoid customer dissatisfaction due to delay in delivery. This has its 

cost consequences and might bring the departments together, but it might help solve the issue 

of product shortage. S&OP addresses all these issues and can be done at a lower cost, it only 

requires more time and meeting between involved departments. 

 

Integrating departments requires systems used in sharing information to be communicated. 

ERP, EDI, VMI can be used to improve information sharing, timelines and the structure of the 

information which is sent and received by involved departments. Having an ERP does not 

mean that the process is improved, it is important to integrate the company process into the 

ERP and not otherwise for it to be effective and beneficial to the company. Having an 

integrated system eliminates many middlemen through which people share and receive 

information. It also prevents distortion and withholding of information. Using emails cannot 

be eliminated as a means of communication, but when emails are sent to other parties in the 

companies, it should be well structured and should contain only the important information. 

Sharing too much or irrelevant information will result to poor information processing and 

using of wrong data in decision making. 

 

Mitigating product shortage 

 

Product shortage is eminent due to the divergent nature of the oil supply chain and how the 

products are commercialized. Although it rarely happens, this might be reduced significantly 

if departments work together. And in event of this, departments should communicate with 

each other and should only share relevant information at that point in time. Communicating 

the right information upstream the chain leads to better planning of products at the depots. 

Inventory statues, customer orders or (POS data), planned distribution orders to customers, 

and planned inventory replenishment at the depots, forecast and quantity of products drawn 
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out from depots by different customers are some relevant information which should be 

communicated between involved departments. This information should be reliable because it 

is used in making important decisions and plans. 

 In general, for communication to be improved there should be visibility and trust between 

departments, this reduces departmental differences and conflict. When departments are well 

integrated and have a common system which supports the process, the oil supply chain can 

respond quickly to changes in the market and be more flexible in case of shortages or lack of 

products.  

Top management at the case company should focus on the collaboration within the company. 

When departments identify each other´s processes and task, it makes it easier to communicate 

relevant information between parties and employees at the company.   
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 Conclusion 8
 

This thesis sought to find how communication can be used to improve distribution processes 

in the specialty oil supply chain. Communication between entities in business processes is one 

of the most important activities that enable decision making, preparations, control on the flow 

of products and other related activities in an organization. 

 

The analysis of the paper gave deep insight to challenges that might arise as a result of poor or 

limited communication between members of a supply chain distribution. 

One of the effects of poor communication is that it might lead to conflicts between individuals 

and departments in a company. However, this conflict is due to individual or group perception 

towards other department and people in the organization. Also, poor communication can also 

result to inventory stock out at storage sites within an organizations supply chain. This 

product shortage can be as a result of distortion in information, informal communication 

channels and systems, bullwhip effect and lack of integration between supply chain members 

in the company. Poor communication can also result to departments responsible for 

maintaining the inventory level at the storage site to plan using incorrect or incomplete data. 

Hence, it is necessary to have the right information at the right time in order to effectively 

plan the volumes at the storage sites. Accurate forecast data, customer orders, stock levels and 

planned order release are some of the information which can be communicated upstream the 

supply network to better maintain the volumes at the storage sites. 

 

Also, as seen in the findings and analysis, the main causes of limited communication is due to 

the structure of the company, lack of integration between the departments involved in the 

movement of products and informal communication channel or system. 

Consequently, this paper shows how communication within an organizational supply chain 

can be improved by integrating departments and information system in the company. When 

departments are integrated, it brings about visibility in the work task and knowledge can be 

shared internally in the supply chain. Plans of supply chain members could be integrated 

using S&OP, which enable better communication between members of the supply chain. 

Adopting a central system which gives real time information and avoid delays, distortion or 

misinterpretation can improve the communication. Having an ERP system does not always 

result to improvement in the business processes. However, the company should try to adopt 

their system into the ERP for it to work for them. 

 

In general, integrating departments, information systems, and departmental plans can facilitate 

communication which in turn improves the distribution of products from the refinery to the 

depots and finally to the customers in the specialty oil supply chain. 

In conclusion, improve in integration between the involved departments will boost the 

communication within the distribution network. This will enable better product planning 

ensuring availability at the depots and efficient information flow in the distribution network in 

case of a product shortage. 
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