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ASSESMENT 2

1. Give short answers for the following questions:
I. Outline the activities involved in logistics.
· Procurement/purchasing – the start of flow of material in organization based on finding the best supplier with acceptable T&C, managing the delivery orders, making insurance and payments etc.
· Inward transport/traffic – transport of goods via road, rail, air etc. within deadline with reasonable cost, based on safety and legal requirement.
· Receiving – delivery of material, proofs of delivery (POD or CMR), unloading from lorry and inspection of good conditions.
· Warehousing/stores – storage and monitoring of goods until they are needed for despatch; keeping goods in good conditions based on their special requirements (temperature controlled or segregation from other goods etc.).
· Stock control/inventory – monitoring of stored goods, overall cost, stock level, order timing and size of orders etc.
· Order picking – moves goods from their storage once goods ordered by customer – located, evaluated and moved for despatch and loading into lorries.
· Materials handling – movement of material while being used in operations within an organization – to make this movement as efficient as possible via short routes, equipment utilization, avoiding potential damages (protection packaging).
· Outwards transport – departure for delivery to customer.
· Physical distribution on management – is delivery of final goods to customers. This is linked with marketing department and downstream activities (flow of material outwards from organization).
· Recycling, returns and waste disposal – during the delivery to customer there might occur faults, shortages, lost or damages and the goods have to be returned back causing reverse logistics/reverse distribution, then the goods have to be recycled if possible or go for waste disposal.
· Location – storage of goods have to be chosen carefully to be most cost effective.
· Communication – flow of information relating to customer demands, products, material movements, stock levels, timings, costs and problems etc.
· Additional activities specific for organization’s needs – sales forecasting, customer service management, production scheduling, third party operations, overseas liaisons etc.

II. What is meant by the term “cross docking”?
Cross docking is the new trend of logistics where the supply and delivery of material are directed at the receiving region and the goods are then transferred directly to a loading area (transferring trucks = semi-trailers) and then the material is loaded onto outbound/delivery trucks. In cross-docking operation the inbound materials are sorted, consolidated, and stored until the outbound shipment is complete and ready to go for delivery. This practice has a minimal storage or no storage/warehousing charges.

III. Briefly describe the main aims of logistics.
The main aim of logistics is to attain high customer contentment based on high quality service with lowest cost for customers = customer satisfaction (whole package of easy buying, quality, price, features, styles, delivery defects and sales/customer service staff). Logistics is the time based allocation of resources/long term management of the entire supply chain via activities that aim to serve customers’ needs/demands based on procedures and movement of material into, within and outside of organization, as efficient as possible (low costs, minimum input and wastage, quick delivery, higher productivity and few mistakes). 

IV. Which activities are included in stock control procedures? 
Stock control = inventory regulations and monitoring for stored material, the overall cost, stock level, order timing, order sizes, customer service etc. Effective movement of material leads to lower stock level (less current assets) and it can also influence directly/indirectly fixed assets and increasing profit. For example if we are lowering the stock level, more money are available for other business opportunities/growth/expanding or less borrowing and for example we have effective amount of stock (not too much) , we might be happy with current storage space/warehouse, no need for investment for bigger warehouse. 
Stock level influence the overall costs and help increase the profit and influence the price of products as if the goods flow faster and with shorter lead time this will help to reduce the price. 
Overall the Inventory Control Process provides information to efficiently manage the flow of materials, effectively utilize people and equipment, coordinate internal activities, and communicate with customers to lower assets and increase the profit. Depends on the nature of company, the inventory control activities includes sales forecasting = customer demand; sales and operations/production planning; material requirements planning and inventory reduction plans (just-in-time based operations to synchronize activities and lessen stock levels or vendor managed inventory is method to optimize the inventory where provider administer both their own stock and those held further down the supply chain and supply the stock whenever it is required).

V. What is the importance of communication in supply chain? 
Communication and passing/exchanging of information regarding the customer demands, products, need of material movement, stock levels, timing, costs, problems etc. is very important for smooth and effective flow of material through the supply chain. Communication leads to coordination of the process of movement of the goods and the exchange of information is happening by using of the latest/advanced technology by electronic communication, shifting entire from manual to electronic mode – much faster way of communication, reduce paper work, lower transaction cost, not time consuming, less number of errors, more collaboration and build strategic business relations, fast and reliable and environmental as well (less paperwork). Examples: barcodes labels, tracing and tracking of packages, emails, PDF attachments, bank account standing orders, direct debits etc. – fast, reliable and cost effective.

VI. How the logistic activities are organised in different size of organisations?
Logistic activities and arrangement vary from organization to organization but it mainly depends on scale of organization. In small organization the one person – purchaser takes care of the whole process of movement of goods/products from procurement, through stock control, organizing deliveries etc., however in large scale companies there might be special logistics department separate from other department (sales, purchasing, customer service, accounts, warehouse staff etc.). The specialized department takes care of cost effectiveness, timing, demands and efficient flow of material or if the company do not have the own logistic department they seek help from third parties (agents, partners).

VII. How do logistics affect the price of products?
Logistics can actually justify the pricing of products by ensuring that the goods are readily available in the market, speedy delivery and shorter lead time. Stock level influence the overall costs and help increase the profit and influence the price of products as if the goods flow faster and with shorter lead time this will help to reduce the price. The price of the goods can be reduced by shortening of supply chain; forecasting (demands); frequent communication of inventory, stock-outs and planned promotions; prioritized orders = product features.

 
2. “Logistics is essential for every organisation”. Discuss 
Logistics is very important part of the organization as without logistics there will be no movement of material, no production will be achieved, no product will be delivered and it will lead to zero customer satisfaction = company will not last long as no profit to be made, slow or no return on assets, low shareholder value and no success. Logistics is quite expensive function of the company but it has a big impact on the financial performance of the company. Return of assets (pre-tax profit) is one of the basic financial terms that logistics impact can be described on and it is calculated as profit earned divided by utilized assets. Assets are current (stock) and fixed (buildings) – the higher figure on return on assets is the better performance is. Fixed and current assets to be kept on the lower level possible and profits are influenced by sales, profit margin and price of product.

3. Mention some ways in which logistics can improve on issues related to environmental protection. 
There is the rising concern about the water and air pollution, energy consumption, urban expansion and waste dumping and that’s why there is a pressure to go for “greener” logistics. Green logistics describes all attempts to measure and minimize the ecological impact of logistics activities (forward and reverse flows of products, information and services between the point of origin and the point of consumption). It is the aim to create a sustainable company value using a balance of economic and environmental efficiency by national and international regulations, control drain emissions, recycle packaging and reverse logistics, add security features, eco-friendly products and services, build the social responsibility etc. Company itself can contribute by for example more efficient packaging, route optimization, load optimization, formation of corporate networks and optimize physical logistics by providing a sophisticated IT support.

Case study:
· Why do all the logistics costs seem to be rising at the same time? 
All the activities in logistics influence each other from purchasing of the product through the whole process of movement of goods/products from sales, forecasting, procurement, through stock control, organizing deliveries etc. Without logistics, there will be no movement of material, no production will be achieved, no product will be delivered and it leads to zero customer satisfaction. If one of the logistic activity is missed or do not work well, then all the other activities as influenced by the dysfunction of one activity and the whole logistics (all logistics activities) are breaking down. Too much not correct stock, slow movement of stock, high current and fixed assets and slow movement of stock causing low sales, margins and profit = slow return on assets and the price of goods grow due to storage, poor marketing and forecasting and low customer satisfy due to long due times and short of demanded stock = not easy buying for customer.

· What do you think are the basic problems in McDonald Timbers? 
The main problem in this company is the communication and passing of the information regarding customer demands, products, forecasting – material movement, stock levels, timings, costs, problems etc., this all is very important for smooth and effective flow of material through the supply chain. Communication leads to coordination of the process of movement of the goods; managers of different department have to make planning, forecasting and prepare inventory control. All these activities then provide the information to Managers who make more accurate and timely decisions to manage their operations.

· What would you recommend Chris to do? 
Start from beginning, set up the meeting that all the department can speak to each other and raise their comments and ideas. Make the logistics business plan and decisions on:
Sales forecasting/Customer demand 
Sales and operations or production planning
Material/Products requirements planning
Inventory reduction

All these will give the ideas to Chris how to balance the current assets and reduce and fixed assets to have the returns of assets as quickly as possible and increase the profit by well-functioning logistics to increase the sales, profit margin and reduce the price.

[bookmark: _GoBack]The planning, forecasting and stock reduction based on good communication - this all is very important to start with for Chris.
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