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Logistics in Supply Chain Management

1. Outline the activities involved in logistics.
A lot of activities are related to logistics. Logistics for example include: procurement, transportation, warehousing, inventory management, communication and recycling of returning materials. 
The Waberer's International Zrt.'s main service is transportation. Which means the company has to deal with warehousing management (receiving and handling materials, packaging, etc.), customer service, localization of facilities, even duty service and vehicle repair. 
It can be said that logistic activities are considered as any movement of materials until those reach the final consumer.


2. What is meant by the term 'cross docking'?

Cross docking is a kind of procedure, where goods are actually just "crossing" the warehouse. Goods are not stored at all or just a minimal amount of time. This method has a lot of advantages, especially in terms of cost efficiency, also the transportation is much faster but in the same time it requires very high accuracy. Just in time delivery is key for the procedure of cross docking.
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Graphic 1: Crossdocking Source:  http://archive.constantcontact.com/fs009/1102150928614/archive /1102574363757.html
As the graphic shows, are three goods from different suppliers delivered to the warehouse, each of these need to be supplied to three different customers. It is more efficient to split the amounts between the three outgoing lorries, then putting all the incoming goods into the warehouse and then pick the deliveries from the stock.

3. Briefly describe the main aims of logistics.

Logistics are responsible for each movement of any product or material that is done in organizations from the order to the successful delivery. It ensures that the companies select the best suppliers or apply the best methods for their production process. It finds cost-effective way for the transportation, packaging and material handling, ensures the fast and undamaged arrival of the materials to their destination. It supports the smooth flow of information by using modern technology. Customer satisfaction largely depends on logistics, and so does the success of the business. "Having the right item in the right quantity at the right time at the right place for the right price in the right condition to the right costumer."(1)


4. Which activities are included in stock control procedures?

The main activities of stock control are to regulate the inventory and to provide updated information to the management. It keeps track of the quantity, status and the cost of stored materials, also keeps the balance between the supply and costumer demands.

Stock control is very important and requires very high precision. Therefore, bigger companies usually use special software for this purpose while smaller companies often use only the well-known Excel spread sheet.

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

The information flows by communication. The companies make their decisions based on the information, for example: 
· stock level
· consumer demands
· costs
· problems and complaints
· competitor operations
Communication is essential both within and outside of the company. 

6. How the logistics activities are organized in different size of organizations?

Various different models of logistics can be found at different sized companies. The most notable differences are: number of employees, separation to departments, working with external participants, number of locations, number of owners and decision-makers se and so on.

A small business, for example a family-run shop is employing family members, about 3-4 people. The family conducts all of the work, i.e.: delivery, product handling, reordering, selling, advertising, paperwork etc. Therefore, the profit stays within the family too.

On the other hand, a larger company, for example a hypermarket chain may employ more than thousand people. The ownership right is usually in hands of more than one person, so the profit is distributed too. In this case few people are not enough to look after all of the things, so the organization is split into departments. It is separated into the different activities of a business, such as transportation, ordering, warehousing, customer service, sales management, administration, marketing, etc. Each store has a head manager who is working with the department managers. The head manager has to report to the owners, and the shareholders.
7. How do logistics affect the price of products?

The price is made up of all the costs of the goods plus the desired profit. Many other things as well as product features, price-quality relationship, market demands, competitors and so on influence pricing.
Logistics deals with keeping costs low, such as in the production, warehousing, transportation, and other operating costs. So a well operating management is important for organizations because businesses try to keep their prices low to ensure optimum sales. If the logistics cost is rising, like manufacturing, packaging, facilities maintenance, then the price also has to rise proportionally.


2.) "Logistics are essential for every organization". Discuss.

All organizations need logistics, as this is the basis of every operation that happening or related to products, like manufacturing, procurement, transportation, warehousing, inventory, packaging, ordering, information, market research and so on.
The management carries out the procedure for movement of materials and ensure that procedures are as effective as possible.
Furthermore, another important function of logistics is to please customer demands and greatly contribute to customer satisfaction (high quality, lowest possible price, easy availability, delivery, good customer service). The majority of the success of businesses depends on customer satisfaction. Therefore, it can be said that without logistics it's doubtful that a business stays alive in long term.


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

· Manufacturing, transportation and packaging are polluting the environment by lot of different ways.
· At many productions the required raw materials are heated up to transform them, fuel is burned to provide stream power. These processes contribute significantly to air pollution.
· Other manufacturers use a lot of water for their operations.
· During transport the trucks and planes also pollute the air, while ships pollute the water.
· Due to packaging large amounts of waste are generated.
There are easy ways how logistics can support the environment with observance of related laws. Factories can switch production processes, which are less- or non-pollutant and install wide range of filters and cleaning systems. 
Organizations can use railway lines where possible at their transport, apply 'greener' solutions to vehicles and material handling machine, equip ships with security functions. Furthermore, businesses can use recyclable packaging and handle responsibly the remaining and returning materials.

Case study

1. Why do all the logistics costs seem to be rising at the same time when the quantity of order is reduced?
Some of the logistics costs are fixed, such as delivery. The cost is similar at smaller quantities than at larger quantities, thus more efficient to order in larger quantity and the express delivery is very expensive. The situation is basically the same in the warehouse, which works more cost-effective if the whole capacity is used of the warehouse.

2. What do you think are the basic problems at McDonald Timber?
One problem is the lack of current assets. A growing company needs more investment. Which is currently missing as the cash flow is to slow and supplier invoices are paid too late. 

Another problem is the lack of communication. The Managing Director became aware only after eight months of the way that the Purchasing Manager orders the products. When the problem already became really serious. 

Also problem is McDonald Timber's payment policy. This cannot work correctly if there is not enough capital, because there is no leading time until the invested money returns. 

3. What would you recommend Chris to do?
Chris needs to change the payment terms of suppliers to improve the cash flow. Furthermore, he needs to organize board meetings from time to time to improve the internal communication between the departments.

Additionally he should review the marketing department so that they conduct an accurate market research, which will lead to an accurate forecast of the demand. And will also allow to make the most efficient orders.
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