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1.Give short answers for the following questions: 

i. Outline the activities involved in logistics.	
Ans: Material movement from one place to other known as Logistics. The major activities involved in logistics are as below:
Procurement identifying suitable sources of supply and negotiation, managing deliveries, insurances and payments within the organization. Movement of material inward for storage and decision on types of transport. Receiving of material on time and storage. Storage of material / Warehousing in a proper way. Inventory control and stock monitoring. Packing and forwarding for delivery. Material handling and efficient movement within the storage yard / location. Loading and out ward movement of material to reach end customer. After sales activities including returns, recycling and waste disposal. Movement of material to the required location based on its requirement area wise.
Communication of material from procurement to reaching end customer. It is a critical and important aspects of logistics. Coordination with various agencies, passing information and meeting customers demand, monitoring and tracking of inventory, issues, cost like was many activities highly depends on right communication at right time at right place.
Together above activities leads to a successful management of logistics. 

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

Ans: Cross docking is a logistics procedure where products from a supplier or manufacturing plant are distributed directly to a customer or retail chain with marginal to no handling or storage time.  Cross docking takes place in a distribution docking terminal; usually consisting of trucks and dock doors on two (inbound and outbound) sides with minimal storage space.  The name ‘cross docking’ explains the process of receiving products through an inbound dock and then transferring them across the dock to the outbound transportation dock

iii. Briefly describe the main aims of logistics.

Ans: Logistics aims at the fulfillment of four basic requirements:
Order fulfillment: Implies that the transaction between the supplier and the customer is being satisfied with the specified product provided in the agreed quantity.
Delivery fulfillment: The order must also be delivered at the right location and at the right time. Both involve the scheduling of transportation and freight distribution activities.
Quality fulfillment: The order must be provided intact (in good condition), implying that any form of damage must be avoided during transport and delivery. This is particularly important for products that are fragile, perishable or sensitive to temperature fluctuations.
Cost fulfillment: The final costs of the order, including manufacturing and distribution costs, must be competitive. Otherwise, other options will be considered.
All operations related to logistics aim at insuring that a demand is satisfied (fulfilling goals), let it be a part made available to a manufacturer or a good be present on a store's shelf. There are three major categories of logistics operations: 
Purchase orders processing: Operations related to the transactional procurement of goods.  
Stock management: Operations related to the physical procurement of goods.
Transportation: Operations related to the physical distribution of goods.

iv. Which activities are included in Stock Control Procedures?

Ans: Stock control procedure is basically to creates regulations for inventory. It also monitors the stored material, the overall cost, stock level, order timing, customer service, order sizes, and so on. In 1990s, the concept of  Electronic Data Interchange (EDI) included in the procedure and that removed the need of  intermediaries to exchange data. Then the use of EPOS (Electronic Point of Sale) greatly helped in reducing paper work, lowering transactions’’ cost faster interaction, more collaboration, less number of errors and strategic business relations.

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

Ans: Communication is one of the important factor for effective flow of materials.  The entire supply chain runs on communication and leads to passing of information of customer demands, products, need of material movement, stock levels, problems, timings, costs, like wise.
It is proven as per many logistics managers, maintain the coordination and communication for effective movement of goods is very challenging. Many researchers and authors have described supply chain as the processing of information not just movement of materials.
Sometimes other activities like sales forecasting, customer service management, production scheduling, third party operations, overseas liaison and so on can also be included in logistics. The boundaries should be clear between functions, but there is a need to recognize that they all work together to result in an efficient flow of materials and good communication.


vi. How are logistic activities organized in different sizes of organiza-tions?
Logistics is all about mobility of materials and their storage via supply chain. Based on the functionality of the organization and its size, logistic activities can be organized to meet the requirement. Activities broadly known as the followings;
Procurement or Purchasing:  This activity take care of flow of material within the organization. 
Inward Transport: Deals with the required transportation of material to the organization in terms of purchasing. 
Receiving and storage:  Ensure timely delivery of material and proper plan of storage 
Stock Control, packing, material handling and waste disposal: It creates regulations for inventory. It also monitors the stored material, stock level, order timing, customer service, order sizes, and so on. Packing and material handling also a crucial activity of logistics. Disposal of waste material is environmental requirement and need to practice precisely.

Communication: Along with flow of materials, the smooth flow of communication is also essential. The entire supply chain runs through communication and passing information regarding customer demands, products, need of material movement, stock levels, problems, timings, costs.

vii. How do logistics affect the price of products?

Ans: Logistics can justify the pricing of products by ensuing that it is readily available in the market, speedy delivery and shorter lead time. Therefore, it helps to make organization’s appealing products to get premium price. Sales directly to customer with minimal operational cost and a better product in the market fetch good profit. Hence, to achieve profit on price of the product, logistics need to planned properly. 

	2.
	“Logistics are essential for every organization.” Discuss this.


















Ans: Logistics considered to be backbone for any organization, without which no movement of material is possible. Without logistics no production is achieved, no products are delivered and thus it leads to zero customer satisfaction. The logistics costs vary from material to material type to be handled. As there are good number of latest technologies invented to achieve maximum savings in cost of logistics.

Logistics is an expensive function, though; it holds a big impact on the financial performance of the organization. The impact can be seen on the following areas
Return on Asset: The return on assets is the pre-tax profit that an organization earn, divided by the worth of the assets utilized. The formula is: Return on assets = profits earned / Assets employed

This provides an accurate view that how well the organization has been using its resources. The higher this figure, the better is the performance. The assets can be both like current assets (cash, stocks, and receivable etc) and fixed assets (building, equipment’s etc).

Effective movement of material leads to lower stock level. Though it means less current assets, it can be debated that it also lessens the number of fixed assets and increasing profit.
	
3.
	
What are some ways in which logistics can improve on issues related to environmental protection?



Ans: There is rising concern about, water pollution, air pollution, energy consumption, urban expansion, and waste dumping. Logistics does not hold a good standing for environmental safety – demonstrated by the releases from weighty Lorries, employment of green field locations for warehouses, calls for new road building, utilization of wide-ranging packaging, ships unlawfully flushing their energy tanks, oil spillages from tanker accidents, and so on.

On the optimistic side, logistics is shifting to ‘greener’ practices.   Businesses use more energy efficient means of transport, control drain emissions, recycle packaging, switch to environment friendly options of transport, boost recycling through reverse logistics, add security features to ships, expand brown-field sites, and so on. They ever more make out that careful administration can bring both ecological protection and lesser costs. A fair evaluation may be that logistics is making development on environmental issues, but it would need some time.

Case Study
                                                                                                                                                
Chris is the Managing Director of McDonald Timbers, which makes specialized wood products for the construction industry. He has recently been worried by late deliveries to some very important customers. Chris asked the production manager for an explanation. She told him that ‘Our own suppliers were late in delivering certain types of wood. This shortage of a key raw material disrupted our production plans. Chris then went to the warehouse manager to see what was happening. ‘There can’t be anything wrong here’, he was told. ‘Stocks have been climbing for the past year, and last month they were at an all-time high. The purchasing manager continued by saying, ‘Let me remind you that eight months ago, you instructed me to reduce materials costs. I am doing this by taking advantage of the discounts given by suppliers for larger orders. Often I order more than requested under the assumption that we will need the material at some stage, so I get a discount and the material is already in stock when we need it. Sometimes keeping things in stock would take too much space or be too expensive, so then I might delay an order until I can combine it with others to get bigger discounts.’
Then, he talked to the transportation manager who was not so sure. ‘It is much more efficient for me to bring larger quantities into the company’, he said. ‘If you reduce the average order size, the transport costs will rise. Our budget is already being squeezed, as we have to pay for expensive express deliveries of materials that production classify as urgent. If you lower the order size, there will be more shortages, more express deliveries and even higher costs.
Chris talked to some major suppliers to see if they could somehow improve the flow of materials into the company. Unhappily, while he was talking to one company, they raised the question of late payments. This was contrary to McDonald Timbers stated policy of immediate payment of invoices, so he asked the accounting section for an explanation. He was given the unwelcome news that ‘The company’s inventory and transport costs are so high that we are short of cash. We are delaying payments to improve our cash flow. As it is, we had to use a bank overdraft to pay suppliers for last month.’ Later that day Chris found that the late customer deliveries which had started his investigation, were actually caused by poor sales forecasts by the marketing department. They had seriously underestimated demand, and planned production was too low.

Questions
 Why do all the logistics costs seem to be rising at the same time when the quantity of the order is reduced?
Ans : It is because of production delays which demands express delivery from clients. This express delivery ultimately cost more due to short notice and less cargo. Hence, quantities to be booked according to cost effectiveness of logistics. Multiple deliveries can be avoided by a plan to deliver together with few deliveries rather than one delivery to each location. 

    What do you think are the basic problems in McDonald Timbers?
Ans: Cost control. Inventory is all time high and production is not in line with inventory. Payment terms with the suppliers with immediate payment may need to renegotiated to considering turnaround of cash inflow from customer. There must be equal distribution of inventory and production which need to be trun to profits and payments. Higher inventory no doubt fetch good discount on bulk purchase but it blocks all cash flow too. Hence production must be taken care to meet the end customers need and delay in supply will affect cash inflow too. This ultimately impact on other aspects of inward materials. Hence, McDonald timber need to concentrate on material inventory right product at right time and avoid unwanted /non-demanded material inflow and stock. If production is planned in batch wise based on demand, there will not be any issue on delivery logistics and paying premium for express delivery can be avoided. A team work to be initiated to improve better communications between departments.


    What would you recommend Chris to do?

Ans : There are few recommendations would like to suggest to Chris to bring back McDonald Timber back to the track of profit.

Chris need to review th process of Procurement of stock inventory, though bulk negotiations provides better profitability but the same time logistic cost for unwanted raw material of immediate production will lead to huge additional cost. Hence, it need to be reviewed with procurement department with proper inventory plan and buy only the material which need for production and to be delivered to client for immediate billing. Procurement team need to negotiate better payment terms with regular suppliers other than immediate cash. The payment should be in line with production time + delivery time +billing and receiving time from client / customer. This will give a bit better cash flow and better command in market for negotiation. Effective incoming raw material directly need to move to production and production schedule shall be in line with clients requirement or committed delivery dates. A batch production system shall be adopted to clustering clients demand.

Chris need to discuss with logistics and instruct them to avoid express deliveries which are LTL (less than a truck load). Though all the client may not require same time, but combining trips of delivery could be a cost-effective solution. The option for TPL (3rd party loads) can be reviewed to save huge transportation costs.

Chris need to discussion with estimation department about their forecast plan of production. Estimation department must seek proper information of present market trend and demand of product. A wrong estimation could lead to unwanted expenditure for any organization from logistic point of view. Hence, an update from market need to be insisted frequently. 

Also Chris need to insist for better communication between departments. Information shall be centralized which from estimation, procurement, inventory, logistics, production, packing and forwarding, out bound transport shall be interconnected. Communication is back bone of any organization. Hence, information in time will helps departments for cost effective plans be it a procurement or logistics. 

A concept JUST IN TIME need to be observed to achieve a common goal and to run McDonald timbers successfully.
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