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	1. [bookmark: _GoBack]Give short answer for the following questions:

I. Outline the activities involved in logistics.

There are many activities involved in logistics starting from purchasing to reverse logistics.

(a) Purchasing- Identify the need, finding the best supplier, communicate with the supplier, negotiate prices, delivery and payment terms.
(b) Inward transport- finding the best transportation mode and deliver the goods within the agreed time frame.
(c) Receiving- Timely delivery, inspection and unloading the vehicle in time.
(d) Warehousing- Storing the material in good condition and according to the nature of the goods until it is needed.
(e) Stock control, Order picking and material handling- Monitoring of the stock levels and replenishment, locate, evaluate and make the order ready for shipment, movements of goods using proper equipment.
(f) Outbound- moving the product out from the premises to the customer.
(g) Distribution- Delivery of goods to customers.
(h) Reverse logistics- Returns of defective materials, products and waste disposal.
(i) Location and communication- Select the best location, sharing information about customer demands, product prices, stock level, cost, etc.

II. What is meant by the term ‘cross docking’?

Cross docking is one of the major approaches to utilize the warehouse space efficiently. In this method the products received from the supplier in one truck are unloaded in the warehouse facility and loaded back onto outbound trucks the very same time according to the requirements of the customers without storing the products in the warehouse.


III. Briefly describe the main aims of logistics.

The main aims of logistics is to gain high customer satisfaction by giving the customer high quality product in the best lowest price. Logistics involve in many activities to give the customer a quality product in a cheaper price and giving customer a satisfaction and thereby stays in the business long term and making profit by increased customers through a lowest price product in high quality, styles, features and easy delivery.

IV. Which activities are included in stock control procedures?

There are several activities included in stock control procedure such as monitoring the stock and stock level such as minimum and maximum stock levels, monitoring the overall cost, reordering or replenishment, reordering time and customer service

V. What is the importance of communication in a supply chain?

Information is one of the five supply chain drivers and the base for the rest of the supply chain drivers such as production, inventory, location and transportation. Basically communication means sharing information in between two or more persons or groups, sharing their ideas and feedbacks. A supply chain cannot function efficiently without forecasting and planning and communicate to coordinate the daily activities related to production, inventory, location and transportation. Communication is important in relation with all the aspects of supply chain from customer demand to customer satisfaction and feedback. 

VI. How the logistic activities are organized in different size of organizations?

Logistic activities differ in arrangements and scale in different size of organizations. A small organization can carry out the logistic activities with less manpower and on the other hand a big organization could have more skilled manpower to look after the logistic activities. Some companies can outsource specialized logistics companies to carry out their logistics activities. This is called third party logistics. There are many reasons for outsourcing such as lack of financial and physical resources. Storage space constraints and to concentrate in their core activities.











VII. How do the logistics affect the price of products?

Logistics have a great impact on the price of products in both ways. It can either reduce the price of product or increase the price of product. Efficient logistics can cut down the cost of the product by efficient purchasing, warehousing, transportation, stock control, material handling and distribution. Price of the product goes up when cost for the above activities goes up and price of the product goes down when cost of such activities goes down. Logistics cost determines the price of the product consumed by the end consumer. A product produced in a manufacturing facility should move from that point to the hands of the customer. It should pass through all activities involved in logistics and add value to the cost of the product until it reaches the customer. This is a value adding channel. An efficient logistics can control the price of the product by efficiently handling the activities involved in logistics.

2. “Logistics is essential for every organization”. Discuss.

Logistics plays a vital role in any organization and companies cannot long stand in the market without an efficient logistics management. It is important for an organization to make profit through increased sales by increasing the number of customers. Success of a company is determined on its customer’s satisfaction. It is not possible a company achieve success in long term through profit, high return on assets, shareholder value if the product is comparatively expensive than a similar product available in the market.

It is important that a company’s product is cheap and best and available in the market in the right time to satisfy the customers by giving them the product in time, good styles and features. Customers return only when the product they buy is cheap and good to consume and where high quality of customer service and care is available. Logistics is essential to do all these activities in an efficient manner regardless of the size of an organization.

Efficient logistics management brings down the price of the product and boosts the supply chain by cutting costs in every activity when necessary and by avoiding waste of time and materials. 

· By selecting the best suppliers and making buying decisions with good negotiations in order to buy materials for the possible lowest price will have an impact on the production cost and price of the product.  
· By selecting the cheapest transportation mode and ensuring timely delivery and unloading of materials and timely production according to the forecast, production plans, stock levels, price through communication, production is achieved as planned and the price of the product is maintained.
· Logistics cuts down the costs by efficient warehousing practices through proper storage, timely delivery and distribution, cross docking and proper material handling of the products what helps to avoid damages and losses and saves time by efficient material handling procedures. 
· Efficient warehousing practices helps efficient storage of products and helps saving time in picking and ensure the order is complete and delivered to the customer in time without any delay.
· Efficient stock control procedure boosts the supply of materials and products in time, ensure stock levels are monitored and necessary stock level is available for the shipments and replenishments is carried out in time and avoid excess stock and controls and reduces overall cost.
· Efficient distribution and transport management boosts the timely delivery of the products to the customers and avoid out of stock in the market and avoid losing the customers and also generates new customers.

Therefore, “Logistics is essential for every organization.”


3. Mention some ways in which logistics can improve on issues related to environmental protection.

Logistics and contribute to environmental protection in many ways. Energy saving, optimal utilization of resources and assets, controlling the toxic gases emission from transportation, recycle and reuse of materials.

· We can save energy by using it only when needed or controlling the usage. For example, using low volt energy saving lightings in warehouses and stores. Save fuel by maximum load levels of a truck, the more load than the maximum load level will cause the truck to use more fuel than necessary.
· Using transportation methods what consume less energy to deliver the products to the customer in time. Using ecofriendly energy saving vehicles in the delivery to avoid toxic gases emission into environment.
· Maximizing the utilization of trucks used in delivery by consolidating the shipments in one delivery and distribute to many customers at once by planning the routes saves fuel as well as cost.
· Use electronic documentation in procurement and shipping and in all appropriate areas and control or avoid using paper documentation. Printing only necessary documentation. 
· Recycling the papers used in printing and use both the sides of the paper for printing documentations.
· Reusing cartons, wooden pallets and recycle stretch wrap bales in packaging. Proper packaging will save and avoid wastage of packing materials.
· Follow maximum load levels to avoid more air pollution by Co2.






Case Study 

1. Why do all the logistics cost seem to be rising at the same time when the quantity of the order is reduced?

It is efficient to order and bring larger quantities, on the other hand when the quantity of the order is reduced, relatively transportation costs will rise. The cost of a product will decrease when the quantity of the order is large, relatively the cost of the product will rise when the quantity of the order is reduced. It is cheaper to bring larger quantities of a particular product (finished goods or raw material) from the point of origin to point of consumption using a particular mode of transportation. On the other hand it is expensive to bring smaller units of the same product using the same transportation mode. Also when purchasing larger quantities the overall cost will be lower due to sales promotions and discounts from the supplier. On the other hand there are no special discounts when buying in smaller lots. This will also have an impact on logistics costs.

Therefore all the logistics costs will rise at the same time when the quantity of the order is reduced.

2. What do you think are the basic problem in McDonald Timbers?

There are several basic problems in McDonald Timbers originating from inaccurate demand forecast to delayed delivery to the customers. 

· Basically McDonald Timbers made a poor sales forecast and underestimated the demand and planned the production to be too low. This might be a result of inaccurate information of demand for the product, inaccurate information on inventory levels or caused by lack of coordination in between departments to plan a better sales forecast. 

· Also seems to have issues in material request from production that are classified as urgent that procurement needs to purchase in smaller quantities what increases the material cost and transportation needs to pay higher costs to bring in the smaller quantities by express deliveries. This is a result of lack of coordination and communication in between departments relevant to material planning including required quantity and expected delivery timings.

· Purchasing manager delays some orders in order to have discounts on price to reduce the material cost causes shortage in key raw materials that disrupts the production plan. Cash flow is affected by purchasing excess quantities of certain materials than the requested quantity.

· Delays in deliveries of certain type of woods from the suppliers due to late payments from accounts department. This is a result of purchasing and storing excess materials than requested makes the inventory and transportation cost high so that the accounts is unable to pay some suppliers.

· Accounts delaying the payments to the suppliers to improve the cash flow. The cash flow is affected due to higher cost of inventory and transportation.

3. What would you recommend Chris to do?

I would recommend Chris to improve strategies in some areas and increase the efficiency of logistics in McDonald Timbers. Deliveries can be made in time by improved logistics activities. Chris will be able to retain his important customers, be able to generate new customers, increase sales, increase profit through higher customer satisfaction and achieve success in his business. 

a) Information

This is the area McDonald Timbers should primarily be concentrating in to coordinate daily activities in between departments and to provide and share accurate data regarding inventory levels, material requirements, delivery timings and to decide on weekly, monthly production schedules. It seems there is lack of information and coordination in between the departments in McDonald Timbers what leads for a poor sales forecast and to plan the production to be too low. 

Improve in the part of inventory control in relation with information. Inaccurate information of stock levels will affect the forecasts and production plans.

There should be daily, weekly and monthly meetings to boost the information flow in between departments.

b) Inventory

Switch to different inventory methods such as safety inventory will help to fulfill the demand of the supplier and make timely deliveries of products to the customers when the production is planned too low while there is actually a demand for the product. This strategy will help to gain sales and retain the customers instead of losing because of insufficient inventory when there is demand for the product.

On the other hand, keeping too much of inventory of raw materials than the requested quantity is expensive in the sense of cost and it will take much of the warehouse space and affect company’s cash flow. It is advisable that optimal inventory is maintained for every raw material required for the production so that production will not have any disruption waiting for the delivery or late delivery of a certain key raw material.






c) Procurement

McDonald should control purchasing same kind of raw materials more than the requested quantity. It is understood that purchasing in larger quantities will reduce the material cost and eventually the price of the product. But the purchasing manager can apply some strategies such as buying different types of raw material in large quantities so that there will be no disruption in production. Therefor the money spent on the inventory is divided into equal and with continuous production the cash flow of the company will improve. At the same time, purchasing manager can negotiate with the suppliers to have flexible payment terms such as long term credit options. McDonald Timbers can invest the money on other investments, sales promotion activities or pay another supplier to buy materials required for production.

d) Supplier relationships

McDonald Timbers can apply strategies by limiting the suppliers, either reducing the number of suppliers or having selective suppliers. It is advised in modern supply chain to have selective suppliers and improve the relationships so that the company can be benefitted by having flexible payment terms such as long term credit and discounts and flexible and timely delivery options. 

e) Accounting or Financial activities

McDonald Timbers should maintain its payment policies by paying the suppliers in time and improve its cash flow through appropriate strategies.

Finally it is a team work I recommend that all the departments in McDonald Timbers should work towards one object with proper coordination and flawless communication in order to give customers higher satisfaction by delivering the product in time and at a lowest possible price by implementing effective strategies and applying the same in logistics activities in order to achieve success in its business.
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