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ASSESSMENT 3

1. Give short answers for the following questions:
I. What are the different types of decisions taken in an organisation?
· Strategic decisions are long term decisions set for entire organization and involve many resources. These decisions are risky in nature and they have long lasting effect throughout the organization; 
· Tactical decisions are taken to implement the strategies in the organization over medium term. They are much less risky comparing to strategic decisions and they focus on utilization and operations and involve fever resources;
· Operational decisions are short term, not risky decisions focused on daily basis activities and these decisions are more technical to improve daily operation.

II. What are the tactical decisions about? 
Tactical decisions are made on longer-term basis (monthly, quarterly or even annually). Production planning, transportation planning and resource planning are the best know types or tactical logistics decisions. They focus on adopting measures that will produce cost benefits for a company. These decisions are often made by middle managers or logistics engineers and often with disaggregated data. They are between strategic and operational decisions.

III. What is the logistics strategy about? 
Logistic strategy is formed by long term logistics decisions (strategic decisions, company’s plans, policies and culture). Logistics strategy creates a link between higher level strategies (corporate or business strategies) and functional strategies of the supply chain as the logistic strategy involves the real movement of the goods to accomplish the objectives of corporate or business strategies – to make the business’ dreams come true.  
There are the factors that influence the logistics strategy – cost (reducing the logistics cost and lesser prices for customers); customer service (service level, long-term and reliable); timing (fast deliveries and supply of new products); quality (high quality of goods means also high quality of logistics due to timing, accuracy, no damages etc.); product and volume flexibility (based on individual customer requirements and specifications and demand); technology (new options for track and trace, records of deliveries, electronic POD etc.); location (close to customer to meet the fast delivery requirements). 

IV. What is the value added strategy about?
This strategy aim for providing more value to the product by placing utility of the product, in the right time or providing innovative features in the product. This worth is taken from the consumer’s point of view/demand/perspective. This strategy is based on the value or innovative aspect of performance. This strategy is not that common.

V. What are the three factors to be considered when designing a logistics strategy? 
There are many factors that manage and influence the balance between the company’s strengths (what is the company good at) and external constraints (what is the consumers demand and its variations). There are 3 main factors that need to be considered while designing logistics strategy:
· Higher strategies set organisation’s goals and background all the logistics decisions. The mission explains overall aims, and the business and corporate strategies show how these objectives will be achieved. The logistics strategies must be aligned with corporate strategies.
· Business environment involves all the non-controllable factors that affect logistics (customers’ demands, attitudes and behaviour; market conditions and its size, stability and location; technology and innovations; economic climate; legal restraints and its laws, restrictions; competitors and its number and strength; shareholders; interest groups; social conditions and trends, demands; political conditions and level of stability and external relations.
· Unique competence arises from the assets of organisation and it is the only way how to succeed and be better than competitors. Assets includes loyalty and relationship of customers; skills of employees; structure and flexibility of organisation; level of finances and its cash flow, capital and debts; quality and reputation of products; capacity and reliability of facilities; used technology and its innovation plans; technology and structure of processes; marketing and its experience; service and partnerships of suppliers and other assets like innovations, patents and special knowledge.

VI. How do logistics play a strategic role in organisation? 
Logistics is directly responsible for supplying the desired products to customers and it affects availability, cost, lead time, customers support and indirectly supports quality, price, design and success of the product. The main concentration of every organisation is on product, place, promotion and price and logistics itself plays a great role in “product” as the entire package of product; also in “place” through the delivery of the product and “price” through the operating costs. A logistics policy could profitably emphasise these features.

VII. Outline the main areas on which a logistics strategy emphasises. 
There are the factors that influence the logistics strategy – cost (reducing the logistics cost and lesser prices for customers); customer service (service level, long-term and reliable); timing (fast deliveries and supply of new products); quality (high quality of goods means also high quality of logistics due to timing, accuracy, no damages etc.); product and volume flexibility (based on individual customer requirements and specifications and demand); technology (new options for track and trace, records of deliveries, electronic POD etc.); location (close to customer to meet the fast delivery requirements). 
Considering all above factors the company should find the balance between the height of service and the price of providing it and this refers to focus of the logistics policy and depends on the focus there are 2 fundamental strategies – cost leadership strategy or product differentiation strategy.

VIII. What is a lean strategy?
It is the strategy that reduces the whole cost of logistics while ensuring satisfactory level of customer service. The objectives of this strategy is to use as less as possible of all resources – people, stock, space, equipment, time etc. which organises the well-organised flow of materials to get rid of waste, give nonstop lead time, least amount of stock and least total cost. This method is summarised in 5 major principles – value, value stream, value flow, pull (making product when is demanded) and aim of perfection. And in this strategy there is the high focus on quality, production level and capacity, process (operation); waiting; movement during operation; stock level. This strategy also focus on reducing the waste and utilizing fewer resources.

IX. What is the main purpose of logistics audit in organisations?
The purpose of the logistics audits is to get an idea of existing operations, activities and practises of logistics and its performance. 
The external audits review the settings in which logistics function – observation the type of customers, kinds of demand, service levels, competitors, locations, industry trends, economic conditions, geological and political limitations and any other external information.
The internal audits review at the way things are being performed within an organisation and finds areas for development.
In general the internal audit show the strengths and weaknesses of organisation and external audits show the opportunities and threats/hazards for the future.
 
2. Outline the steps involved in developing a logistic strategy. 
There is no such a procedure how to create the best strategy as every company is based different ideas, policies, cultures etc. There is only a guideline which can help to prepare logistics strategy:
· Logistics audits – external audits can show the company’s logistics are set up/and based on and if it’s function well.
· Internal audits – focuses on higher strategies and giving the background and larger aims for logistics, its strategic focus and may include logistics mission. Results show how well present logistics attain the set goals and which areas need the improvements. 
· Design the general features of supply chain (network, facilities, capacity or technology) that are able to deliver the needed service/demand.
· Setting up the particular future goals to illustrate what every logistics activity must attain and these goal can be tested in internal audits.
· Design the best possible organisational structure, systems and controls to hold up the logistics network.
· Benchmark logistics – review the performance of most important organisations; compare real performance with planned, best and competitors’ performances to see the effectiveness of the logistics and its function.
· Execute the strategy and set the circumstances for lower logistics decisions level.
· Monitor genuine performance, continue look for perfection, keep the strategies up to date and present feedback.
Logistics strategy and its aims, structure, procedure, systems, beliefs, facilities is presented in logistics plan and this plan will explain the brad synopsis of this strategy, relation to other parts of organisation, explain objectives, performance level, explain resources, possible changes, costs, impacts, reports, contributions etc.
Case study:
· How does Charlotte currently organise her logistics? What do you think are her aims and priorities? 
Charlotte runs the small business, family business on her own or with help of her family. Charlotte takes care of the whole logistics as one person – she takes care of the whole process of movement of goods/products from procurement, through stock control, taking orders, organizing deliveries, customer service etc. The success of her business or any business depends upon its customer satisfaction and based on the previous expansions that Charlotte did, we can see the customers are pleased and satisfied because if the customers are not pleased, her business will not stay alive in long term, making profit and plan expansion. It is clear that Charlotte is very good at customer service and care as customer are coming back to her farm and she can offer different products – product differentiation strategy, based on customer satisfaction tactic. The main aim of logistics is to attain high customer contentment based on high quality service with lowest cost for customers = customer satisfaction (whole package of easy buying, quality, price, features, styles, delivery defects and sales/customer service). Logistics is the time based allocation of resources/long term management of the entire supply chain via activities that aim to serve customers’ needs/demands as efficient as possible (low costs, minimum input and wastage, quick delivery, higher productivity and few mistakes). And back again to Charlotte’s communication – it is also great that she uses the new technology – web site and electronic orders - Communication leads to coordination of the process of movement of the goods/products/services and the exchange of information is happening by using of the latest/advanced technology by electronic communication, shifting entire from manual to electronic mode – much faster way of communication, reduce paper work, lower transaction cost, not time consuming, less number of errors, more collaboration and build strategic business relations, fast and reliable and environmental as well (less paperwork).


· What would be the effect of the expansion on logistics? What problems would Charlotte face, and what options does she have to overcome them? 
Expansion and possible relocation is strategic decision (prepare mission, corporate, business and functional strategies) and consider tactical strategies and operational strategies. Her plan has to be very carefully planned otherwise it can ruin the current successful business. Make the logistics business plan and decisions on:
Sales forecasting/Customer demand 
Sales and operations or production planning
Material/Products requirements planning
Inventory.
All the activities in logistics influence each other from purchasing of the product through the whole process of movement of goods/products from sales, forecasting, procurement, through stock control, organizing deliveries etc. Without logistics, there will be no movement of material, no production will be achieved, no product will be delivered and it leads to zero customer satisfaction. If one of the logistic activity is missed or do not work well, then all the other activities as influenced by the dysfunction of one activity and the whole logistics (all logistics activities) are breaking down. As we know the main aim of logistics is to attain high customer contentment based on high quality service with lowest cost for customers = customer satisfaction (whole package of easy buying, quality, price, features, styles, delivery defects and sales/customer service staff). Logistics is the time based allocation of resources/long term management of the entire supply chain via activities that aim to serve customers’ needs/demands based on procedures and movement of material into, within and outside of organization, as efficient as possible (low costs, minimum input and wastage, quick delivery, higher productivity and few mistakes). 
All of these has to be very carefully considered as expansion and relocation is not cheap and easily reversible decision to make - all the pros and cons to be considered.
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