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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1. Give short answers for the following questions: 

I. Outline the activities involved in logistics. 

· Procurement or purchasing: is a process of selecting a supplier.
· Transport: inward, outward, interfacility: inward transport when goods get delivered into a business, outward transport is when the goods leave the business and get delivered to customers etc.
· Receiving: is an administrative function when they need to check if the deliveries are on time and they also inspect the quality, the conditions and the quantity of the incoming goods.
· Warehousing: is storing the goods etc.
· Inventory control: has to ensure that the business has the correct amount of raw materials, do not over too much or too less, minimize the waste and keep the production flowing.
· Order picking/packaging: after receiving the customer order, the needed materials get picked from the different locations and packed in the warehouse and then they get moved into another location which is the most convenient to upload the for the trucks for delivery.
· Materials handling: this is the way how to protect, store, move and control the materials during the production and operation in the business/organization.
· Physical distribution management: the process when the finished goods get delivered to the customers.
· Recycling, returns and waste disposal: the process of logistic does not end when the goods et delivered to the customers, as sometimes they need to deal with returns etc.
· Location: there are more locations of the supply chain, so the goods can be stored in different locations in the different part of the chain.
· Communication: the good communication is a must for the smooth flow.




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

Cross-docking means moving the products in and out of the warehouse in the most cost-effective, efficient and timely manner possible.

III. Briefly describe the main aims of logistics. 

The four main aims of logistics:
· Increased efficiency
· Improved customer service
· Increased sales
· Improved relationships
Logistics is about taking an item from its origin to where its consumption. This includes the manufacturing and distribution processes. It also includes not just the goods and materials that go into a product, but the time and energy that go into creating and moving it.
Business logistics is the right item in the right quantity in the right time at the right place for the right price in the right conditions to the right customer. If the logistics is well organised it prevents the business from wasting money, time or manpower.
The food we eat, the power we use, literally everything is brought to us by logistics.

IV. Which activities are included in Stock Control Procedures? 

The stock control is about keeping the stock in a normal level. We have to make sure we do not over-order the stock, but we also do not want to run out of anything. So we kinda have to minimize the stock level without running to low with the stock which would slow down the business’ flow. So we also have to review the stock, monitor the stored stock. The customers preferences need to be monitored. The stock needs to be maintained to make sure it is in good condition etc.

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

Communication is the key in business and supply chain word. Without good communication businesses cannot be successful. Face to face communication is always the best way to communicate in the business word, but that is not always possible. Supply chain managers communicate a number of different ways for different reasons. Telephone, emails are very good and fast way of the communications as well. It is very important for the whole supply chain to be informed about the movement within the supply chains, if there is any delay in deliveries, or about the goods or materials, if there is any damage happened to them during delivery or anywhere in the supply chain. A supply chains is not only about exchanging materials and products between the different parts of the chain but also informations. 

VI. How are logistic activities organised in different sizes of organisations? 

In smaller organisations logistics related decisions are made on daily basis in contrast to bigger ones where most of the time one or more specific, trained person is employed to make the same decisions which is the best for the company. They only focus on the logistics and they might share the responsibilities between them, while in smaller organisations by contrast people do more tasks and have a variety of stuff to do at work not just focused only on logistics. In bigger businesses a logistics department can include even hundreds of employees, or sometimes the company can give out to job to a third parties.



VII. How do logistics affect the price of products? 

Logistics is very expensive for the businesses so they have to try everything to keep it as low as it is possible. So the logistics team has to make sure they keep the expenses es low as they can. If the logistics expenses are low the company can keep their products’ prices low as well. It means the prices will be more tempting to the existing and new customers. But if the business has to spend a lot on logistics they have to integrate this cost into their prices to get enough profit or they have to deal with the situation to have less profit if the prices are low but the expenses are high.

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

Does not matter what type of business we are talking about, there is one thing common in all organisations, which is movement, and the movement is logistics. Logistics is key factor of many businesses today. There is a wild range of services within logistics. There is no business operating without logistics as it is impossible not to deliver or transport any goods between places. 
Logistics has a huge impact on businesses and work life etc but the story of logistics does not stop here. It surrounds the whole population’s everyday living and life.

3. What are some ways in which logistics can improve on issues related to environmental protection?

Logistics has a huge impact on the environment. Transporting goods is a constant process which happens all day every day. Logistics companies can make decisions to help environment to purchase vehicles that have lower consumption. They can even consider using sea freight or railway instead of by road. The companies can arrange employee transport (for example busses) that could take more employees to work at once instead of using individual transport. However logistics has to make sure to keep improving fuel management.

Case study

Chris is the Managing Director of McDonald Timbers, which makes specialised 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? 

If the company places a large order which for example could fill an entire lorry it is more cost-effective than placing a small order and using the same lorry which would be only half load. So it means to bringing in the same amount of goods would be double the cost as they had to pay twice for the transport, labour etc. So reducing the size of the orders is not the right decision.
 
 What do you think are the basic problems in McDonald Timbers? 

My opinion that the biggest issue in the company is the lack of communication between the departments. I also find it wrong that Chris only stepped in to deal with this problem when it already has reached this stage. Chris has to monitor the entire process and production at all time to prevent thing like this from happening. When he asked the purchasing manager to reduce the material cost, he should have monitored what way the purchasing manager will do that and what the impact of that decision on the business. However the different departments have different opinion about the issue, some of them do not even know there is an issue in the business (warehouse manager), as his opinion is that everything is fine and they have plenty of stock. Probably he does not track his stock efficient enough as he might have plenty of some of the stock they need for the production but other pieces might be missing. They should have a better view on the production and be more up-to-date. Also the marketing department has made a huge mistake with that estimation. The estimation of the orders will never be correct as it is impossible to get it correctly, but if it is a huge different between the estimation and the real life orders it will effect the production in a very bad way like it just happened int his case.

 What would you recommend Chris to do?

I would do meetings regularly for the management, even like 2-3-4 a day to make sure they are up-to-date on the process of the production. In the same time I would try to convince the suppliers to change the contracts between them ad Chris’s company about the payment. They could do half of the payment in advance, when they place their order and the other half when they actually receive the goods in time. If the delivery is late and it is the supplier’s fault, they should be giving discount on it or the next delivery. In this case the suppliers have to take more responsibility for the delivery to arrive on time. But is has to be stated in their contract between the suppliers and McDonald Timbers. Or they even can ask to have a 2-3 months gap between the second half of the payment is completed, and they have more time and flexibility to make and sell the products and the money they earn can be used to pay the rest of the bills etc.
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