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Q1  Diagnose each statement and state your answer whether TRUE or FALSE.

(a) Stategies ouly becowne ineflective when they ate imnplemented. This means (hat
the long-term aims are translated into lower decisions, and the work 1s carried
out to achieve them

(L) Supply chaun length is the number of tiers, or inlermediaries, thal malerials flow
through between source and destination We might think of a supply chain in
terms of suppliers, wholesalers and retailers.

(c) The capacity of a supply chain is the smallest amount of materials that can flow
through it in a given time.

(d) The best location for facilities depends on many factors. A warehouse, for
example. might be near to factories. customers. transport or arcas with
development grants.

(¢) act  ilthete we teal inprovewents the new attangeinenls are made petinanent,
but if there are no improvements, lessons are learnt and the new arrangements
are not adopted.

(f) The conventional approach to planning assumes that some demand for a product
is made up of individual demands from many separate customers. These
demands are independent of each other, so the demand [rom one customer is
not related to the demand [rom another customer.

(g) Material Requirements Planning uses the master schedule, along with other
televant infonnation, o plau the supply of materials. It is used for independent
dewmnand.

(h) Material Requirements Planning (MRP) can also give early warning of potential
problems and shortages.

(1) Tixed-order quantity — where you find an order size that is couvenient, such us
a tuckload, a container load, o1 an cconoinic order.

() When you don’t want a delivery, you always order this amount, and put any
spare in stock.

(k) Batching rules — which uses a specific procedure to calculate the best pattern of.

orders. K
(I) Typically they look for the combination of orfers th‘rﬁf&&g
. ‘fﬂ""“'

A
cst overall

cost. In practice, this can be quite a difficult sc gg-gljng-prébi'em.
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(m)Some people prefer the term global logistics, to suggest integrated operations in

domestic setting.

(n) Demand for foreign products: Customers travel, watch television and use the

Web to see products available in different areas. ['hey demand old products that

cannot be supplied by domestic companies

(0) Specialized suppott: As we have already seen with watehousing and wanspoil,

many organizalions are concentraling on their core competencies and are

outsourcing other activities

(p) A major industry has grown of organization support companies that can help

with, say, importing, intcrnational transport, trade credit, forcign exchange,

customs clearance, and so on.

(q) Economic conditions: Political systems directly alfect the cconomy. and there

)

(s)

(t)

are significant dilferences in prosperily, disposable incotne and spending habits.
Councenltale production in one cenlie bul buy tnatettals and components f1oin
around the world. Materials are now collected from distant customers, and
products sold to distant supplies. This gives, perhaps, the most difficult logistics
with potential problems for both inward and outward logistics. It gives more
widespread economic benefits, but the main value-adding activities are still
concentrated in one location.

Postponement” moves the finishing of production down the supply chain [n a
global context, postponement typically opens limited local facilities to complete
production. This gives sowe opporttunities for local value, bul all components
and parls are imported [rom main production centres. Because of the limited
local input, low added value, and competition for local manulacturers, this kind
of ‘screwdriver’ operation can be unpopular with host countries.

Operating as a local company. buying a significant proportion of materials from
local suppliets. The inwatd movelnent of maletials is easier, as it becoines a
local matter. Of course, this means that it may be vulnerable to changing local
conditions. The products might be destined for local markets, or operations

could be big enough to export to international customers. This is the most

1

popular approach with host countries as 1 s=toeat=skiltS~afid bring

considerable economic benefit. TERBUKA

(40 marks)
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Q2 Read and analyze the stateinent, then [(ill in the blank with the correct answer.

1 is the number of patallel 1outes (hat
materials can (low (hrough You can imagine this in terms of the number of
routes out (o [inal custoiners.

(b) The design of a logistics strategy is based on a range of

factors. Unfortunately, these ate conslantly changing.

(¢) Major changes can be very disruptive, so organizations generally prefer a scries

of small adjustments. Thas iterative approach gives
SPRR—— T — T — which is known by the Japanese name of
kaizen

() R ———. T ——. .... 15 the fundamental rethinking and radical

redesign of business processes o achieve dramatic improvements in critical,
contemporary measures of performance, such as cost, quality, service and
speed.

(e) Suggestions for iterative improvements come from many sources, such as
customers, compelilors or suggestion boxes. Sometimes there is a more formal

arrangement, such as the plan—do—check—act cycle, or

(H A is an ordered list of all the parts needed
to make a particular product. It shows the materials, parts and components — and
also the order in which they are used.

(B) sossumes SRR Ty ..e... — Where you order exactly the net
requirement suggested by MRP for eachperiod. This has the advantage of
organization the amount of stock, but can give high ordering, delivery and
administration costs.

4y — R B —— R — where you find an order size that is
couvenienl, such as a truckload, a container load, or an economic order quantity.

When you want a delivery, you always order this amount, and put any spare.in.,

stock. T E RBU KA ‘.
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(1) Surcly we can use the same MRD approach to consider these other resources.
This thinking has led to a major extension of MRDP into
............................................. or MRP [1

L offers another way of planning. [t
organization all activities so they oceut al exactly the time they are needed. They
are not done too early (which would leave materials hanging around until they
were actually needed) and they are not done too late (which would give poor
customer service)

T occur when supply chains cross national

suppliers —including just w lwne operulions., lotal qualily. stralegic alliances,
organization, aud so ou. Local suppliers may not be able (o meet these demands,
and otgunisutions may have Lo look [urther afield o find the best sources.

() 1he samvesensnsmmsimrmussmsessss s is the ratio of a product’s value to its
weight or size.

(N) LICENSINEZ OF vvvterurennerenereneresncesssesnronnssonssans , where a local organization
makes the products to designs supplied by a foreign company; depending on
circumstances, the foreign company might specify a range of procedures for
operations, qualily, tests, suppliers, and so on.

(0) Exporting finished goods and «cciviiviiiiomamssonsasnscnssnsssnsansncone to market
them; the main risk here comes from increasing production to satisfy a demand

that depends on the markeling company

(30 marks)
Question Q3 till Q17 are the objectives questions. Read diagnose and choose the correct

dlls Wet

Q3 In the the design of a logistics strategy. This contains all an organization’s long-terin
decisions, policies, plans and culture relating to logistics. Senior managers design the

logistics strategy, and then the remaining managers must see how the strategy affects

their work. They have to answer questions NOT s[ch aE‘" E RB U K‘j\ ;
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Q4

Q5

Q6

(a) How does the strategy affect the logistics network?
(b) Should we change our house and transport operations?
(©) Will our approach to planning and scheduling chiange?

(d) Do we have, or can we get, the necessary resources?

The following list gives some common problems with implementing logistics

stralegies EXCEPT:

(a)  people who design (he slralegies are nol responsible [or their itmplementation.
(b)  strategies are badly designed, perhaps with the wrong aims or {ocus.

(¢) itis ipossible, ot very diffioult. to inplewent thet propetly

(d)  they do not tuke enough account of uctuul operutions, pethups because thete

were not broad enough discussions.

One surprisingly common mistake is to design a logistics strategy and then think about
implementing it. The obvious way to avoid this is to think about implementation all the
way through the design, and always consider the practical effects of any policies. This
needs widespread participation in the design process, parlicularly [rom those most
closely involved with implementation. Some other factors that help devise a strategy

that can be used are:

(a) an organizational structure that is inflexible and allows innovation.

(b) unformal procedures for translating the strategy into reasonable decisions at
lower levels.

(c) ineffective systews to disttibute information and suppott management
decisions.

(d) open communications which encourage the free exchange of ideas.

Rowley summarizes the benefits by saying that ‘The results of successful outsourcing

are service improvement, cost reduction and quality enhancement W

potential benefits includes, EXCEPT: [ TEKB (:} Kﬁ : =
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Q7

Q8

Q9

(a) higher fixed costs, with customers only paying for services they use.
() specialist suppliets who liave expettise and use the best systetns and praclices.
(c) suppliers can combine work from several customers to get economies of scale.

(d) guaranteed high, and agreed, levels of customer service

Enabling practices are Lhe activilies associated with the supply chain that allow it to
work efficiently We might, for example, say that reliable information processing is

an cnabling practice that allows logislics o [unclion properly.

(a) illexible capacity, dealing ellfectively wilh peaks and (toughs in detnand.
L) higher exposuwe (o risk from, say, varying demand.
(c) increased geographical coverage and local knowledge,

(d) a convenient way of exit new markets.

Many organizations prefer to stick to their old practices. Unfortunately, this allows
more flexible competitors to gain an advantage, and their performance inevitably
declines. Some signs thal an organization is not changing to meel new circumstances

mclude:

(a) low sales and lalling market share, as old products are overlaken by
cowpeltilors

(b) lower customer complaints, particularly about quality and delivery dates.

(c) reliance on a few customers, especially with short-term., fixed-price contracts.

(d) new-fashioned attitudes and operations

MRP uses a lot of information about schedules, products and materials. This comes
from three main sources EXCEPT:

(a) master schedule, giving the number of every oduﬁ‘fmye‘vé

period.
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Q10

Q11

Q12

(b) bill of materials, listing the materials needed for every product.
(c) inventory records, listing the materials needed for every product.

(d) inventory records, showing the materials available.

Benefits of MRI'". Traditional, independent demand systems [orecast likely detnand
for materials, and then hold stocks that are high enough to meet these. To allow for
the inevitable errors in their forecasts, organizations hold more stocks than they really
need. These extra stocks give a measure of safety, but they also increasc the inventory
costs. MRP avoids these costs by relating the supply of materials directly to demand.

Benefits that come from this direct link include, EXCEPT:

(a) lower stock levels, with savings in capital, space, warchousing, aud so ou.
(b) lower stock turnover
(c) better customer service — with no delays caused by shortages of materials.

(d) more reliable and faster delivery times.

Now we can summarize JIT s view of stock:

(a) Stocks are held (o uncover short-term mismatches between supply and
demand.
(b) These stocks serve no useful purpose — they only exist because poor co-

ordination does not match the supply of materials to the demand.

(c) As long as stocks are held, there are no obvious problems and no incentive for
managers to unimproved the flow of materials.

(d) Then operations continue to be batter managed, with problems hidden by

slocks,

There are several ways of using kanbans. The most common uses two distinct types of

card, a production kanbans and a movement kanbans EXCEPT.
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Q13

QL4

(a)

()

(¢)

(d)

Sotne speetfic problewms listed by 1T users welude, EXCEPL

(a)
(b)
(©)
(d)

All material is stored and moved in standard containers — with different
containers for each material

A conlainer can only be moved when it has a inovement kanbans attached to
it.

When one stage needs more materials — that is when its stock of materials
[alls Lo a teotder level — a inoverneul kanbaus is altached Lo an etply
coutainer This gives permission to take the container to a small stock of
work 1n progress

A full container is found in this stock, which has a production kanbans

unattached.

high risks of introducing completely old systems and operations.
initial investment and cost of implementation.
long time needed to get significant improvements.

reliance on perfect quality of materials from suppliers.

Porter looked at the reasons why nations are prosperous and said thal ‘a nation’s abilily

to upgrade its existing advantages to the next level of technology and productivity is

the key to its international success’. Lle listed the iimportant lactors for thus, EXCET.

(a) factor condition — which is a nation’s ability to transform basic factors such as
resources, education and infrastructure into competitive advantage.

(b) demand conditions  such as market size, buyer sophistication and markeling.

(¢) unrelated and unsupporting industries which include logistics, partners and

intermediaries.

(d) company strategy, structure and competition — which give the market structure

-

and features of domestic competition.
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Q15 Clearly some products are more suited to international trade than others. Some factors

Qlo6

Q17

that encourage local, rather than international, suppliers are products that, EXCEPT:

(a)
(b)
(c)
(d)

Liave telatively high value, ot value densily.
deteriorate or have short shelf life.
are sensitive to cultural and other differences.

have little differentiation between competitors. or brand lovalty.

Of course, not everybody is in favor of removing barriers at international borders or

encouraging trade. They argue that there should be strict controls over expoits and,

more particularly. imports Thus considerations like excise duty and customs charges

setve the main purposes ol:

(a)
(b)
(c)
(d)

unpreventing goods that are considered undesirable from entering a country.
protecting domestic producers from local competition.
generating revenue for the host country.

collecting statistics on untrade.

[deally, then, organisations should aim for global opetations, with (heir elTicient

operations and single, seamless market and organization. Unfortunately, many

organisations [ind il difficult to implement the strategies needed to achicve these.

There are many barriers and problems including the following, TXCTPT:

(a)
(b)
(©)
(d)

different regions demand different types of product.

products do not lend themselves to global operations.

global products are not viewed favorably and are rejected by customers
organizations lack the human and technical resources needed Lo compete

locally.

" ’:/ﬂ’ij KA V(30 marks)
_END OF QUJ&O&B

10
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