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	LOGISTICS IN SUPPLY CHAIN MANAGEMENT
Assessment 2
1.
I. Logistics main activities are; Procurement, Purchasing – selecting suppliers, establishing payment terms, negotiating contracts, acquiring all of the goods and services and work that is vital to an organisation. Choosing the correct type of transport (air, road, rail etc.) and route to be taken for inward traffic. Strategic geographical locations allowing materials, goods, products etc. to be in the right place at the right time and in the right quantity. Material handling - allows moving, storing, protecting and controlling material. Receiving - materials, goods etc. are unloaded, inspected and receipt acknowledgement of on time. Warehousing – keeps materials, goods etc. safely stored, in good condition, and that they are treated and packaged properly. Stock Control –is used to show how much stock there is at a point in time and how to keep track of it. Order picking – allows materials, goods etc. to be located and moved to a loading area, where they are put onto vehicles for outward transport where they are delivered to customers. Physical Distribution Management – involves the outward transport, giving a better customer service, enhancing sales and decreasing costs. Reverse logistics – this is when goods have to be returned to a supplier, e.g. when they are damaged or faulty to be repaired or recycled. Communication – is an integral component of a supply chain because it is the connection between all activities, components and operations. This allows a smooth information flow alongside a smooth flow of materials, to contribute to an effective and efficient supply chain.

 
II. Cross docking involves receiving merchandise at in-bound docks and then shipping it out on to trailers for customers shortly after. Once the in-bound trailer has been unloaded, the merchandise is sorted and scanned, to identify their end destinations – where they are moved to the other end of the cross dock via forklift, pallet truck, conveyor belt etc., to the out-bound dock. It is here they are loaded onto trucks to make their way to customers. Cross docking makes warehousing operations more efficient as resources on labour, space and equipment are simplified and merchandise does not have to be stored and looked after.

III. The main aim of logistics is to manage the flow of goods and information and other resources, so that from supplier to end user consumer requirements are met. This involves the integration of information, transportation, inventory, warehousing and material handling all being readily available, to enable the right quantity and quality of products are at the right place on time and in the correct condition. Reducing costs of operations, the savings can be passed onto customers with increased profits for organisations. Excellent customer services to ensure that customers can interact with companies through a number of channels for invaluable information, e.g. on quality, price, features, styles, delivery and defects. Therefore, customer satisfaction can be the result of receiving high quality service at lowest possible costs.

IV. The activities involved in stock control procedures are ensuring the right materials, goods, items etc., are there for production, work in process, distribution and sales. Receiving materials, goods etc. into storage and making sure it arrives in time, is of the right quantity and in good condition. When to order and re-order so as to hold the right amount of stock to meet customer demands and minimise costs by ensuring that capital is not tied up unnecessarily. Stock levels being maintained and keeping records of movements in and out of storage, issuing in the correct manner of stock rotation (first in – first out) to prevent deterioration of goods, which can result in inferior products if not noticed and used. This could not only eat into profit margins, but poor reputation from consumer. Counting of stocks, in order to keep tight checks on recording in alignment with actual physical goods, so that there are no discrepancies.

V. Communication is of the utmost importance to the supply chain by co-ordinating daily activities. Including; planning, forecasting and connecting the other four main drivers within the supply chain (production, inventory, location and transport) by enabling the flow of materials from manufacturing to storage through to the distribution of finished goods to retailers and end users, by sharing vital and precise information which allows all organisations involved to integrate and plan appropriately. With the advancement and greater use of technology, the older / slower methods like fax machines have been replaced with quicker electronic modes, such as; electronic data interchange (EDI), electronic fund transfer (EFT) and electronic point of sale (EPOS). These new technologies remove the need of intermediaries to exchange data, to have less paperwork, less errors and less transactions creating faster interaction and more collaboration. Companies who have the benefit of better communication can make more informed and rapid decisions to become more responsive, flexible and financially efficient with regards to products, material movements, stock levels, costs, timings, problems, current and future needs etc., which helps them greatly to serve and satisfy customer requirements.

VI. The logistic activities in different sized organisations strive for the same purpose – to serve consumer needs resulting in customer satisfaction with a high quality service at lowest possible cost using a chain of activities and events. Small companies have fewer employees carrying out several roles themselves or having to outsource to a third party, whereas large companies have greater resources of staff solely assigned to their own specific roles i.e. logistics manager, purchaser, distribution manager etc. Small companies lose out on the cost having to be paid for materials, goods etc., by having to buy in smaller amounts, in comparison to larger companies who have greater purchasing power to buy in bulk, and therefore receiving greater discounts from suppliers and also from their transport companies who receive steady business from these large companies in return.  The supply chain isn’t as complex for small companies as it is for larger companies, therefore it is less complicated to keep track of its’ pricing, contacts and distribution partners. Small companies rely on ‘what they do best’ and stick with their core competences. With less money to invest they keep close relationship with their partners whilst trying to keep the inventory low but still accommodate customer demands. Large companies can invest in modern technology infrastructure to keep data integration updated, allowing them to stay connected with vital communication with its more complex supply chain of numerous partners. If need be; where postponement of nearly finished products are sent to distribution centres and held until final alterations are made at the last possible moment before being moved on to their end market. Finally, it should also be noted that in these modern times it has become synonymous for larger companies to locate to different countries where costs are lower, and through economies of scale achieve high production outputs.

VII. When a product is contemporary and appealing to the consumer, logistics can make it even more successful by making it readily available in the market by further developing this demand and fulfilling customer needs for it. This can lead on to higher sales volume. A huge impact can be made by the choice of location of manufacturing and warehousing in relation to the customer base. This can see the difference between costs increasing or decreasing. E.g. on the positive side, locating to Asia may reduce labour costs associated with a product, but on the down side could increase costs for distribution and shipping. Lower costs can be generated with the effective functioning of logistics; with integrated information and technology amongst partners, the size of the production run, labour costs and materials used (types, quantities and qualities) in the manufacturing process, through to the fulfilment of the order, storage of goods, speedy and on-time delivery to customers. This will be consistent with achieving the companies appealing products at a premium price. However, the price of a product may be affected when lead times are too long and inventory becomes too high. This may be due to e.g. poor forecasting, bottle-necks or shortage of materials, resulting in more time, effort and maintaining of the products. This could result in customers going elsewhere for alternative products or goods becoming obsolete due to lying too long without being moved on. But with effective use of resources of current assets (cash, stocks, receivables etc.) and fixed assets (buildings, equipment etc.) An effective movement of material leads to lower stock levels with increased profits.
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Logistics is the backbone of every organisation, it provides the right goods / services to get to the right recipient in the right quality, at the right place and at the right time. These activities, such as; purchasing, planning, co-ordination, transportation, warehousing, distribution and customer services, are performed to attain the goal of maximising profits and achieving customer satisfaction. In contrast, if there were no logistical performance within organisations there would be no movement of materials, no production made with no product delivered to expectant customers and the probable collapse of the organisation. Logistics enables an organisation to introduce / display within the market place through advertising, that they are a reputable company whose goods will be readily available at the correct locations, e.g. distribution centres, retailers and shops who take delivery in readiness for customers / consumers. 
The rapidly changing role of technology and the way it is applied in logistics has revolutionised the industry, Nowadays, applications such as package identification and electronic guidance systems are being used, which fulfils orders not only faster, but more efficiently. Customers now have more visibility along the supply chain and can track orders with the click of a button 24/7. Logistics allows information sharing to be accessible and used by appropriate organisations / partners in a real time on-line basis by using up to date precise data with little effort, this can influence the actions and performance of everyone connected to the supply chain regarding inventory status, production schedules, promotions, sales forecasting, shipment schedules etc.
Different trends are empowered by logistics such as; concentration of ownership, out-sourcing, postponement, cross-docking, direct delivery etc., which are carefully chosen by organisations for their own benefits which can lead to their own success.
However, any mishaps that may result in product not being available at agreed time and place can result in debilitating effect on organisations reputation and a drop in customer interest / demand. By using data / information separately or using contrasting applications will lead to a disconnected supply chain, which will slow organisations down and inevitably lead to increased costs. 
With the lack of integration between data and/or applications, it makes connecting with partners (suppliers, customers etc.) more problematic when responding to change, and more challenging to use resources efficiently. E.g. If a pharmaceutical company had goods to be transported under temperature controlled conditions, but at the initial stage prior to shipment were not tagged with Radio frequency identification (RFID) to ensure temperature control during transportation from A to B, goods would arrive spoiled and have to be scrapped.
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Logistics can improve on issues related to environmental protection by;

· Maximizing the use of lower-emission transport methods such as rail, river and short sea transport. This would reduce fuel costs, emissions and road congestion.
· Consider the use of regional distribution centers to coordinate deliveries, and reduce the number of vehicles collecting materials from suppliers that are destined for multiple factories.
· Where possible - completing retail orders closer to end customers and consolidating them into fewer shipments. This not only reduces travel distance by improving route efficiencies, but also improves on fuel consumption and carbon emissions.
· By using durable and returnable packaging where possible, or simply minimizing packaging, whilst still protecting the goods, can result in the ability to carry more cargo with fewer trips. Packaging creates environmental impacts throughout its lifecycle, including usage, transportation and waste disposal.
· Developing contracts with transport companies, that encourage them to carry third-party cargo on return journeys rather than returning home empty, which not only results in monetary benefit but reduces overall traffic on the roads.



Case Study
· Logistics costs seem to be rising at the same time when the quantity of the order being reduced for a number of reasons; Accounting having to react to high inventory and transport costs by delaying payments to suppliers to try to improve their short term cash flow. Forecasting was also wrong (underestimated) and demand was a lot higher, therefore planned production was too low to keep up with customer demand. Production was also disrupted due to late deliveries – the purchaser also delayed deliveries to combine them at a later date with other orders to get larger discounts from suppliers, and was also trying to reduce material cost (buying unnecessary larger amount of certain goods than required to attain discounts) but this has resulted in an overloaded use of warehouse space required for other necessary materials – creating goods lying in-store too long, being unused. Although the transportation was running efficiently, until the quantity of the order was reduced, it was also disrupted by having to pay out high prices charged for express / urgent deliveries for goods required to keep production moving - that were not readily available in storage. However, if this had not been done (express goods delivery) it would have resulted in labour costs being paid for workers on ‘down-time’, overheads etc. 

· The basic problems in McDonald Timbers is Chris the managing director seems to have entrusted his managers in each department to oversee their own duties. With each department working individually appears to have resulted in a lack of communication / integration within the company, which may have been a contributing factor of the problems now being faced. This was also reflected in the fact that Chris did not know until eight months later, the actual way that his purchaser had tried to reduce material costs, even though Chris had issued the task, it had been an ineffective choice by the purchaser – ordered more than required to gain in discount / delaying orders to combine with others for more discounts. (Did Chris approve these actions at the time? – Why did Chris leave this to come to a head before asking critical questions?) McDonald Timbers warehouse was full of materials, but the requirement for production was still short. This could also have been attributed to the poor sales forecasting, when certain types of wood weren’t ordered in time from suppliers who then, due to short notice, could not react in time to fulfil deadlines. Consequently transport costs also rose in order to meet production needs, due to expensive express delivery charges for materials to get back-log moving for customer demands / orders. All of these problems contribute to the companies carrying costs (inventory, transport) being too high and the company now find themselves with cash flow problems.

· Chris needs to more take accountability for the over-seeing of his business by tightening the reigns across the board, and pulling his managers together as a team. An integrated use of information / communication within his own business is required by using data that is more accurate which will give everyone throughout the company a more visible insight into what they have, where it is at any given time and ultimately where it is going. Chris has to drastically reduce materials, stocks etc., lying in their warehouse, this may be achievable by negotiating with initial suppliers of these materials for their possible return, sell to other companies, promote and sell to customers at discounted price, discard obsolete or damaged stock. Implementation of cycle counting on a regular basis throughout the year will help improve the accuracy of physical stock. The purchaser has to stop placing unnecessary larger orders to obtain ‘false economy’ discounts. This may have been approached at a different angle, e.g. he may have been able to negotiate with suppliers for an agreement to be reached, and that may allow stock to be withheld until needed closer to production schedule without overloading the warehouse. The company has to develop better communications in collaboration with external partners more frequently and actively, which would be mutually beneficial on both sides. As for the customer base, better communication from them through prior notification of their demands, to permit a production schedule to be arranged accordingly. 
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