DRRE PD02 A3 1

Find the following book in the online library:   Walters D, (2002), Logistics, Palgrave Macmillan Ltd and read pages 252 to 259.   Using the holding cost % estimates you find on page 257 carry out an assessment of the holding costs for an item, any item, in your inventory along the lines of the worked example on the same page.    If you can access the 'real' values used by your organisation (and they are not commercially sensitive!) use these, otherwise make a best guess at the values you will use.
---------------------------------------------------------------------------------------------
Holding cost of plastic pipe tray for Wunda Group (warehouse holding cost Bridgend, Mid Glamorgan) 
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http://www.wundatrade.co.uk/underfloor-heating/413-plastic-pipe-tray.html
Dimensons:

· Width: 800mm

· Depth: 20mm

· Weight: 1.0kg

· Length: 1400mm

Retail Price: £5.50 + VAT (20%) = £6.60

Breakdown of holding costs for Wunda Group:

Cost of money:

Purchase price from manufacturer with delivery to warehouse in UK (fluctuating depends on currency exchange rate) +/- £3.00
Storage space:
Based on load for one pallet on which we have 100pcs of board 
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For this product CP4 - 1100x1300 is used for transport and storage which is 3x4.2 and that covers 12.6 square feet x £5 per square foot will provide us with £63 for each pallet divided by 100pcs equals £0.63 per board.
Loss and obsolescence
In this case technology did not change over last 20 years and the boards are made of plastic which lasts more than one hundred years without structural change, hence loss and obsolescence is not a factor for this product.
Handling
Warehouse operator is able to pack 1 board to the box manually within 1min, hence £9.00/h divided by 60 min of labour equals £0.15, equalling a handling cost per board of £0.15
Administration
Office employee receives £8.00/h and is able to process 12 orders in that time (printing paperwork and dispatch labels), hence administration cost for labour per board/order is £0.66 + cost of electricity and printing (http://www.sust-it.net/energy-calculator.php) (100W for PC , 40W LED lighting, 400W laser printer = 540W = £0.14 + laser toner £0.05 for 1 page + paper (1 pack of 200pages for £5 = 0.025 per page) total for administration: £0,87
Insurance
£5 pounds per pallet of goods (100pcs) 5:100=£0.05 per board  
Summary of holding cost for plastic pipe tray for Wunda Group, as outlined in the above analysis 

	Cost of product
	£3.00

	Storage space
	£0.63

	Loss and obsolescence
	£0

	Handling
	£0.15

	Administration
	£0.87

	Insurance
	£0.05

	TOTAL
	£4.7


Total holding cost for a single plastic pipe tray for Wunda Group is £4.7
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