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QUESTION ONE (COMPULSORY) (30 MARKS)
CASE STUDY: KIPTOO TIMBERS LTD

Jotham Kiptoo is the Managing Director of Kiptoo Timbers Ltd. which makes specislised wood
products for the construetion industry, He has recentty been woitied by late deliveries to some
imporiant customers. The indusiry ix very cotmpetitive, and Jotham knows that customers will EO
te other suppliers if he cannot guarantee deliveries. The marksting aumager is pacticularly upset
because he bas worked with these customers for a long time, an] promised deliveries that ware
net made,

Jotham asked the production manager for an explanation. She told hint tust *Our own suppliers
were late in defivering certain types of woad. This shortage of 4 key raw material disrupted our
procuction plans. We cannat be blamed for this. If anyone in the company is 1o bleme, it i the
warchouse managet who does not keep enough siocks of zaw materials 1o cover for late
deliveries.*

Iﬁmﬁmwﬁ@hmﬂaummmmmwwm ‘There can't be
anytiing wrong here’, ha was told, *Stocks have been climbing for the past year, and last month
they were at an all time high. Inpmthisisadelibemiedﬂdﬂﬂn,aﬂlmtmimprmmvfm
lovels to production. In part, though, stocks seem to have Just dafted upwards, Now we have
high stocks of most items, but there are still eccasional shortages. These high stocke are causing
me problems with space, and are stretching my budget. I think that the blama lies in purchasmg,
who do not order the amounts that we tequest.’

Jotham sew that mes!mksmdﬂfﬁagmardshmmmhmmg were buying large
quantities of some materials. At the same time, they were delaving some purchases, and this
produced the shortages. The purchasing menager explained to Jotham, ‘Let me rerind vou that
&ightmunﬂmagﬂynuinﬂtnmadmmmcmﬂmial;msis.]mdtﬁngﬂﬂsbyﬁkﬁ:g
advantage of the discounts given by suppliers for larger orders. Often | order more than
requested under the assumption that we will nesd the material at some stage, so I pet a discount
ane the material is already in siock whet we need if. Sometimes keeping things in stepk 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 discounis,”

Jotham thought that he was near the source of his problems, and might ask for the purchasing
policigs to be reviewed. Then he talked to the transport manager who was not 3o sure. ‘It is much
more efficient for me to bring larger quantities into the company®, he said. “If yon reduce the
average order gize, the transport costs will rise.

Our budget is already being squeezed, as we have to pay for expensive express deliveties 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.”

Jotham 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 Kiptoo's 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 Jotham found that the lafe customer deliveries which prompted his investigation,
were actually caused by poor sales forecasts by the marketing department. They had seriously
underestimated demand, and planned production was too low. All the employees at KT were
doing their best, but things seemed to be going wrang.

Required

1. Explain why all the logistics costs seem to be rising at the same time. [16 Marks]

il.  Identify and briefly discuss the basic problems in Kiptoo Lid [10 Marks]
iit. If the company had sought advice from you as a logistics expert, provide the

recommendations you would give to Jotham [10 Marks]



QUESTION TWO

{a) Explain the meaning of the following terms:

(i} Logistics Management [5 Marks]
{ii)  Crossdocking [5 Marks]
() Brielly discuss any FIVE activities comstifuting the logistivs fumction in a business
organization [10 Marks]
QUESTION THREE

{a) Examing the factors illustrating logistics as a critically important function in modern business

enterprises [10 Marks]
{h) Describe the process of sirategic planning for the logistics function [10 Marks]
QUESTION FOUR

(a) Explain the challenges likely to face an organization that has not achieved intenal

integration in its logistics function [10 Marks]
(b) Drscuss the factors considered necessary when formulating a suceessful fransportation
strategy [10 Marks]
QUESTION FIVE
(a) Identify the functions of warehousing [5 Marks]
{b) Evaluate the benefits of warehousing in the logistics system [7 Marks]

{c) Briefly describg the types of warghouse available [8 Marls]



