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	LOGISTICS IN SUPPLY CHAIN MANAGEMENT
Assignment 3
1.
I. The different types of decisions taken in an organisation are; Strategic decisions – owners / board of directors make grand strategic decisions about investment and direction of further growth, e.g. whether to invest in one company or another. The strategic decisions are quite precarious by nature and involve many resources, (people, financial, information, stock, space, equipment etc.) that has a long term impact throughout the whole organisation. Tactical decisions – are decisions taken by managers over the medium term, to try to implement the strategy proposed by owner / board of directors within their own departments, by targeting on use of resources / operations to try to achieve overall business objectives, (they are not as risky as strategic goals). Operational decisions – are decisions which are mainly routine, without much risk, with few resources involved and are / can be taken by most employees. This involves dealing with the day to day activities / problems that affect the operation of the organisation. E.g. establishing work priorities, when to re-order a particular item of stock, training new members of staff etc.

II. Tactical decisions are decisions made by managers / middle managers with a medium term effect, emphasising on the current operations in various parts of an organisation such as – production, personnel, finance, marketing and plant facilities etc. These decisions address the actions that are to be implemented to achieve the owner / board of directors’ overall long-term strategic objectives of vision, mission and goals. They focus on the ‘here and now’ and can involve many people and departments. Such decisions could be; 
· Developing price structure to attract new customers
· Buy / rent machinery
· Increase number of employees to cope with workload
· In-store promotions


Tactical decisions need to have flexibility built in to allow for things not working exactly to plan. E.g., if your company manufactures a product, you will need to build in flexibility to incorporate supplier shortages, production line break-downs etc. You cannot assume that everything will run smoothly at all times. However, the failure of a tactical decision can be addressed and changed in a relatively short period of time.

III. Logistic strategy is where long term logistical decisions are made and high level strategies such as policies, plans, culture and strategic decisions are put into place, which cover the breadth of the supply chain. Corporate strategy determines the overall direction of the organisation and is made in conjunction with functional strategies where the overall objectives are carried out. Logistics thus enables the movement of materials within various organisations in the supply chain, from point of origin to the eventual end user, whist maintaining a competitive edge over rivals. This can be implemented with a successful and effective logistics strategy regarding; 
· Price – through its effect on operating costs 
· Promotion – the use of marketing tools required to sell the product
· Place – through its delivery of materials 
· Product – fulfilling the order, on-time delivery, in correct condition etc. Ultimately this is to achieve reduced costs, improve profits and to maximise customer service.

IV. The value added strategy can benefit your company by helping to differentiate your products, from those of your competitors who offer similar or identical items, by offering customers what appears to be additional ‘added value’. Customers will themselves feel valued through gaining such benefits, without having to pay much more, or no more than usual prices. Although this can be a way of further enhancing product appeal to your customer base and beyond, it does not automatically mean that your actual costs have to escalate. In fact, it can be a way of increasing your profit margins, and also make price comparisons with competitors more difficult for potential customers (usually in your favour). Two examples are;
Delivery – Although free delivery may appear to be an added value option, it is not always paramount to the customer, as this option can bring more problems than value - due to the time scale for free deliveries. Building a reputation for reliable deliveries at a lower cost would be a more favourable value option.
Packaging & presentation - The value of a product can be perceived to be more appealing to the customer by attractive presentation of packaging, which can also make the company look more professional than competitors. 

V. There are three factors that organisations will all inevitably follow in a similar vein. They are in relation to; higher strategies, the business environment and their own organisations distinctive competence. *Higher strategies – where plans / goals are formalised for an organisation to meet its overall objectives including the mission, corporate and business strategies that set the logistical link. *Business environment – which includes all external factors that can effect logistics, but of which managers cannot control. These include – customers, market conditions, available technology, economic conditions, legal restraints, interest groups, social and political conditions etc. *Distinctive competence – is where the organisation can look at exactly where they ‘sit’ at any given time through their assets which can include – current financial situation through capital / cash flow / debt, experience and reputation in the marketplace through quality production, loyalty base within customer relations, expertise of employees, use of current / future technology etc. 

VI. Logistics play a strategic role in organisations by being closely linked to their overall business strategies. Whilst the overall business strategy can focus on corporate decisions such as sales growth, logistical strategy involves making critical decisions such as; 

· Choosing the best location for production, storage / distribution centres and third party facilities 
· Using correct research strategy to ensure product is going onto market at correct time
· Consideration of legal issues and tax incentives
· Finding the correct balance of expenditure to optimise flexibility and customer service levels
· Managing costs associated with inventory, delivering on time, capital expenditure and different logistic strategies (*lean, agile, alliances, time-based, environmental protection value-added, etc.).
All of the above points need to be taken into account before an organisation can remain competitive for profitability, ensuring customer satisfaction and optimise a return on assets. (NB; the list is not exhaustive).
E.g. of lean - many high street supermarkets spend huge sums of time and money on fancy displays and gimmicks in order to persuade customers to buy. Whereas Aldi stores’ ‘no-nonsense approach’ is simplistic design where stores have very similar layouts which also creates consistency, *Lean production ties in closely with the three core values of Aldi supermarkets - simplicity, consistency and responsibility.

VII. The main areas on which a logistics strategy emphasises are;
Costs – by implementing positive strategies to reduce logistics costs, organisations strive to achieve lower costs, which can lower prices for customers whilst the organisation receive higher profits.
Customer service – organisations must always focus on the customer. They will often create their own customer service strategy that can be made up of a number of elements. A few examples of such elements are; communications – a customer should never need to contact you because of the lack of information on their awaited delivery, so they need to be communicated with so that they   feel they are your most important customer. Convenience – a customer wants things to be convenient for them, like having ability to review their order, check shipping and send a message etc., this should be available for them. Dependability – stock availability, accurate ordering, accurate pricing, and on-time delivery dates so that organisations can maintain a competitive advantage and give customers a feeling of dependability etc.
Timing – customers want their demands satisfied almost instantaneously, making time an important competitive strategy, as even the most loyal customer may turn to a competitor if the preferred organisation cannot supply on demand. In some circumstances, customers are prepared to pay a price premium for fast response and ready availability of the right product.
Quality - Quality is another common element in a logistics strategy, and by guaranteeing a high quality service to customers who themselves demand a higher quality in products, can have positive results for all. 
Product flexibility - flexibility is the organisation's ability to meet an increasing variety of customer expectations and needs without cost excess, time disruption, organisational disruptions etc.
Volume flexibility - Volume flexibility requires close co-ordination between organisation and its suppliers to have the ability to cope effectively with fluctuations in demand, whether to increase or decrease production requirements in response to customer needs.
Technology - technology has permeated every aspect of the modern business, E.g. better communications, sorting of parcels, tracking loads, recording of stock activities etc. New technology has enabled firms to be more innovative in their business models through efficient engagement with their supply partners in the ever evolving global supply networks.
Location – if an organisation selects the right location it can be a key ingredient for a business's success. However, if an organisation selects the wrong location, it may have inadequate access to customers, workers, transportation, materials, and so on. Therefore, location can often play a significant role in the organisation’s overall success.

VIII. A lean strategy is an approach to minimise waste, cost and inefficiency and still maintain good customer service. A lean strategy of an organisations activities and operations aim to produce goods and deliver services on time, being better, quicker and cheaper than their competitors whilst reducing as much waste and resources as possible. Resources include – labour, materials, space, equipment and time etc. 
Lean means doing more with less, and the five major principles in doing so are;                                                                                                
Pull - making products only when there is customer demand.
Value – customers look for value, therefore product design should be carried out with this perspective in mind. 
Value stream – products should be made by designing the best possible process to do so. 
Value flow - getting an efficient flow of materials, eliminating waste, interruptions, waiting and detours are all ways of managing the flow of materials through the supply chain.
Aim of perfection - all organisations strive for perfection by looking for improvements that will get them closer to their aim.

A method of lean used in action in a production setting is ‘just in time’, where its aims are to achieve reduction in costs from holding stocks. From raw materials, work in process and finished goods being kept as low as possible, and production only taking place as and when required, can result in lower costs being achieved. In contrast, if too much stock is held in a storage space - costs will rise, money will be tied up in inventory, and should customers make changes to their orders there could be a risk of being left with unused materials and / or products.

IX. Collecting relevant information about existing practices and performance of logistics within an organisation is the main purpose of a logistics audit, of which the two main parts are external and internal auditing. 
External audit – concerns the gathering of information with regards to the business environment. E.g. the nature of customers, types of demand, accepted service levels, competitors and their operations, benchmarks and comparisons, economic conditions, geographical and political constraints, and other relevant external information.
Internal audit – concerns the gathering of information with regards to distinctive competence of organisation. E.g. the structure of the supply chain, warehouse locations and size, stock holdings, lead times, order processing, damage, productivity, and other relevant internal information. The logistic audit is comparable with the SWOT analysis (Strength – Weakness – Opportunity –Threats), where strength and weakness are based on the organisation from within and opportunities and threats can affect the organisation externally. SWOT analysis is important for sustainable business planning so that they remain competitive, are aware of potential changes, legislation and competition.
An example of this could be an organisation who has strength and opportunity through strong customer relations, and products similar to yours in the market are more expensive respectively. However, they may have weakness and threats of high cost of rental for the premises and a new advertising campaign launched by competitors respectively.

2 
The steps involved in developing a logistics strategy are understanding the mission of the organisation, being able to follow / relate to the corporate strategy, and plan appropriately to contribute and deliver high level objectives. Conduct an internal and external audit to assess and identify the organisations strengths and weaknesses (internal), and reveal opportunities and threats (external), homogenous with SWOT strategy. External audit can also assess factors such as political, economic, social and technological. Once a clearer picture has emerged after the audit, a specific strategy can be developed in-line with utilising the organisations core competencies that will allow them to remain competitive within their market and stay a step ahead of the game. E.g. if the organisation strategy is to be a low price leader then the main aim of the logistic strategy would be to move the ‘goods’ at the lowest cost possible (cost leadership). 
With use of better information systems, a functional and effective supply chain of integrated partners will combine to create greater efficiency all round.
An organisation can make use of systems such as benchmarking, in order to measure their own performance levels against their closest rivals, to identify and understand practices needed to reach new set goals.
By means of programmes, budgets, procedures, motivation of staff and use of resources, the functional levels of the organisation can implement its objectives. Any organisation that has a positive objective / aim, to be successful and profitable in a dog-eat-dog competitive marketplace, must have strategic planning in place. In doing so, through the designing of good logistics strategy, an organisation may gain competitive advantage and have their share of a stable / growing customer base, There isn’t a path set in stone that they must follow for the logistical strategy layout, and therefore the strategy must be; monitored and adjusted if and when required, kept up to date at all levels. 
Individual organisations will have their own way of forward planning that best fits their needs in order to achieve success and achieve perfection. However, most will follow similar guidelines relating to;
1. Carrying out a logistic audit
2. Evaluates higher strategies internally from logistical viewpoint
3. Designing of supply chains general features
4. Illustrate logistical activity attainment in regards to set goals
5. Uphold the logistical network through design of excellent organisational structure, systems and controls
6. Logistics through benchmarking to review performance
7. Execute strategy
8. Monitor / maintain actual performance to achieve perfection.

Case study
· Charlotte currently organises her logistics by using advertising to raise awareness / profile of her farm as a tourist attraction for both the local people and tourists to come and visit, (Good location, highly visible and easily accessible) where visitors will see, taste and experience her products at first hand, and will inevitably lead to further sales.                                                     
Her core competencies are growing, producing her various types of herbs and her herb kitchen in which various foodstuffs, perfumery and medicinal products are made.
Orders are now being taken by using the internet through her own website, which will give her more time to address other parts of the business, as the internet orders can be packaged later in the day in readiness for delivery / posting. Charlotte offers a personal delivery service to customers within a fifteen kilometre radius, and posts orders out-with this boundary.
Charlotte’s main aim is the further expansion of her herb based business, which would see her product range grow, albeit this would mean having to move the processing to an industrial estate fifteen kilometres away. It would also appear that her priorities lie with her business and her customers’ satisfaction. 
· The effect of the expansion on logistics becomes more complex in having to run two locations, where there would be an increase in capital expenditure for the opening and initial running of the new premises, including necessary equipment required for start-up. There would be more purchasing transactions and operating costs would rise due to larger inventories such as raw materials, packaging etc., from her suppliers, the holding and storage of materials – work in process – finished goods, distribution / deliveries both inbound and outbound, and material handling. There will also be an increase in production levels, and labour costs associated in doing so, along with greater use of technology (internet) and advertising / marketing (mail order catalogue), and generating / coping with the higher demand from customers. 
Although expansion of a business looks like a positive move, it will inevitably carry risks and could fail, resulting in losses rather than gains. Charlotte could also experience various types of problems, such as; sales don’t materialise due to over-estimating market demand, suppliers being left out of the ‘loop’ and being uncertain of the ‘when and where’ between the two locations due to lack of specific communication / information. Production / process at new site could face teething problems and her produce / goods may not be made to the same standard of quality as that of her farm-made products, and failure to meet new scheduled production targets will result in dissatisfied customers.
Charlotte will also find packaging and posting her products, whether personally or by mail, both time consuming and costly. Her customer service could also suffer due to restrictions on her time management, and her customers may start to feel less valued due to less integrated / face-to-face connection. She will also have to rely on other people (e.g. William or new staff) to perform to the same level as she does / expects with regards to needs and work-flow of her business, due to the two locations and being unable of being in two places at the one time.
Typically small businesses can make decisions faster to change course, but to counter the problems Charlotte has to take a step back and assess her business - to develop a strategy on how to address the management of all of her resources, and how her products will meet the needs of her customers.
Conducting a SWOT analysis will give a clearer picture of her strengths, weaknesses, opportunities and threats. 
Having a plan in place is not only essential to keeping her on track, but should also be clearly communicated and made available to everyone throughout her supply chain. By using these information systems, and creating a website that customers return to, it is paramount that all areas of the business function and co-operate as smoothly as possible.
By using valuable research data it will help Charlotte make an informed decision as to the potential level of demand for her product. Out-sourcing of distribution to established courier companies who are expert in their own field, may reduce delivery costs. (Will free up more time for her to focus on her core business).
These companies also issue tracking numbers with orders where the customer can keep tabs as to where and when there order is at each stage of its journey. Charlotte will then be able to conduct her own after-sales analysis through her website for invaluable customer feedback and continue to monitor and review the strategy she has set in place.
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