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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1. Give short answers for the following questions: (18)

i. What are the different types of decisions made in an organization?
· Strategic decisions: usually decision by the board management of the company, impact the whole organization, for example acquisitions, selling out brands. Risky decisions have a huge financial impact to the company.
· Tactical decisions: medium level decisions made by management, having impact on many people, usually resource optimization, less financial impact.
· Operational decisions: low level, every day operational decisions, goal is usually process improvement, cost saving, but not big financial impact for the global company.

ii. What are the tactical decisions about?

Tactical decisions are meg on the highest level of the company, this are the big decisions needs very careful, overall cost analysis before. Big international companies have a board management from different department, to analyze the business case and make the decision.  These decisions are in the hand of the leaders, and usually handled secretly till decision has been done, and communicated then to the lower level of the company. These decisions have huge financial impact, so execution shall be followed and measured.


iii. What is the logistics strategy about?

Logistic strategy has an impact on the whole organization; it creates a link between the functional strategy and execution. For example:  Finance setup the yearly plan, logistic strategy will help in execution due to cost estimation, cost saving, production optimization, and demand forecast. Marketing initiate new product launch, logistic strategy will help to identify production place, raw material suppliers. Sales will initiate in store promotion, logistics will execute the prepare displays, and ship the required products.

iv. What is the value added strategy about?
 
In this competitive world we living, most of the companies reached to the lowest operational profit, where they can still operate. Instead of going lower with the prices, 3rd party companies started to offer value added services to win the projects. This is a win-win game, the value added activity helps to win the tender, but also helps to the company to get better service, better customer satisfaction. I saw this strategy first at P&G, where they setup a complete department (customer development) from Customer service and Warehouse team. They started to initiate different kind of small projects to help in communication and understanding the customer needs.

v. What are the three factors to be considered when designing a logistics strategy?
· Company business strategy – what is the company main goal, key strategy, future extension plan
· Market and business analysis– what are the logistics needs, do we need to be more flexible or more stable? Do we need to keep high stock or low stock? Do we need to have a very complex routing setup? Market is stable, easy to predict or have a high peak in demand?
· Organizational setup of the company – how company makes decisions, how is the connections within departments, how many people we have in the region? Do we have global or local production / planning?

vi. How do logistics play a strategic role in organizations?

If the logistic strategy doesn’t fit into the company global strategy, or we misunderstand the market, we can end up having financial problems, or even closing the business. For example if we setup a lean logistics for an unstable, not predictable business, during the high demand peaks we will not able to supply the needs. If we try to setup an Environmental protection Strategy in a country, which is not ready to handle it, we can’t benefit from it – no point to plan the proper recycling plan if there is no recycling activity in the country, or no point to plan train transportation in UAE – if there are no trains at the moment.

vii. Outline the main areas that a logistics strategy emphasizes.
The logistic strategy must be selected focusing on customer needs and demands, market conditions (size, location, stability, political status), technology and innovation, economic growth, inflation, legal restrictions (local regulations, specifications), competitor activity, shareholder expectations, social conditions, lifestyle of people, interest groups and their activities. 

viii. What is a lean strategy?
Lean strategy is a value focused strategy based on pull model, key focus is cost efficiency. By using the lean strategy, we analyze and understand the customer needs, value production; we reduce cost to minimum, while continuously revising the processes. Its very time effective production, with very low inventory level, we always produce the minimum we need. It’s working well in a well-developed stable market, but if the market trends are not stable there is a risk of out of stock.  

ix. What is the main purpose of logistics audit in organizations?

Logistic audit is to develop the processes and strategies. During the audit we understand the processes, we identify key issues, points to improve, and we sit down and revise these elements. For a sustainable company we need to have regular audits at each department, in order to be able to identify the new risks and opportunities on time, so we are able to react and move on with market changes.
Usually we have special companies to send auditors, who already learned who and how to ask to understand the process and identify the bottlenecks very quickly.
The feedback, action plan and action is very important part of the audit, it doesn’t stop when the auditor leaves the place. The important job starts after: we need to sit don’t, get the feedback, analyze it, setup a proper action plan with roles, responsibilities and lead times.
It really suggested having an after-audit; this is the follow up audit to check how the action plan develops.



2. Outline the steps involved in developing a logistic strategy. (4)

Once we designed and setup a logistic strategy, we need to analyze and develop.
We need a logistics audit. An internal or external audit will help us to identify the issues on all topics we need (warehousing, inbound, outbound, transportation, planning, ect)
The audit will evaluate our current setups and processes, identifying the key elements need to be revised.
We need to setup the new processes, new strategy based on the analysis.
In order to be able to measure the success, we need to setup goals and targets – and need to align the calculation rules, exceptions.
The next step is to design the new organizational chart, to identify roles and responsibilities.
Based on the new roles, new KPI setup needed to measure performance.
Execution: start the new process with new responsibilities.
We need to keep monitoring the process continuously, to revise the new setups.
Regular follow up audits: we need to continue auditing regularly, for big companies I suggest every second year at least.
 



Case Study (8)

William and Charlotte moved into Hampshire Farm in 1990. Over the past few years, their income from milk and traditional crops has dropped because of lower market prices. They have supplemented this income from other sources, including the conversion of old barns into holiday homes. Eight years ago, Charlotte took over a small field and started growing herbs. She sold a small range of herbs to local people who wanted fresh, organic produce for cooking. Passing tourists would also buy an unusual souvenir, and the herb business began to grow. Five years ago Charlotte started growing more unusual herbs, expanded her growing area into a second field and opened a visitors’ center. People came to look at the growing process and preparation of herbs, as well as, taste samples in
various foods. Three years ago, Charlotte introduced a new range of herb products. This was a major expansion, converting some of the farm buildings into a ‘herb kitchen’ and making products for cooking (sauces, dressings, and marinades), perfumes (posies, potpourri, and sachets of dried herbs) and what she called ‘healthy stuff’ (herb mixtures traditionally said to have beneficial effects). The farm is now widely advertised as a tourist attraction. The website is particularly useful, as Charlotte uses it to collect orders. She currently delivers 100 parcels a week to regular locals (up to about 50 km away) and posts 200 parcels to more distant customers. Herbs started as a small business to generate additional income for the farm, but have now become its main activity. Charlotte is considering another expansion. She could expand the product range even further and move all the processing to an industrial estate 15 km away. Supporting this would need sales around ten times the current postal sales. Charlotte plans to generate these by introducing a mail order catalogue and increasing use of the website.

Questions
How does Charlotte currently organize her logistics? What do you think are her aims and
Priorities?
What would be the effect of the expansion on logistics? What problems would Charlotte
face and what options does she have to overcome them?


Previously, by having a farm, opening guest houses, Charlotte had no problem with transportation, as the volume was low and she didn’t had to transport it anywhere.
Later she expanded the business based on the market needs with herbs business and she started the online delivery, which needs already a strategy revision due to transportation needs. She is very successful to understand the market, customer interest and behavior, but this next big expansion needs a complete logistics strategy revision.
Now if she wants to expand the business with new industrial estate 15 km away – she will need to think about well-organized transportation to the industry and from the industry to the customers. I’m not sure that the web side based very complex model will work in this case, but for sure she needs to revise the organizational structure – she will need to hire more people to handle customer service (she was handling orders, she did the transportation by herself as I understood), planning, operations. Also she needs IT support to make sure online ordering will work properly with increased needs.
I would suggest to her to approach other customers, for example big supermarkets as a plan B, if the website based business will not success. This is much less complex, she has more stable demand, and more predictable as the website based business.
 I could not understand if for the transportation she use her own trucks, but for this size of business she will need to contact 3rd party transportation companies, who will understand the needs and special requirements, and as a value added service might they are able to help her by truck planning and utilization.

1. I would suggest starting with a long term business strategy planning – she wants to focus from now only on herbs? Might she can sell the guest house and milk business, as they are not profitable and not on focus anymore.
2. She needs to plan how big business she wants in 5 and 10 years, how big organization (how many people it needs), what service she will be able to handover to a 3rd party companies.
3. Competitor activity: does she has any active or currently developing competitor, and what she expect from them?(share changes, business growth, competitor activity in market)
4. She needs to understand the volume she will need to move, and the complexity of the web based business.
5. She needs to understand the market trends – this type of business booming, will be interested next years as well? People will buy the products again and again or only once for trying?
6. What kind of technology support she needs to maintain the online business?
7. How many people she needs to maintain this size of company and in which positions? Does she have enough skilled people to hire?
8. Does she have enough money to build up and maintain the new size company, especially in the beginning?
9. Does she have new target customers or she wants to focus only on online business? Is this sustainable?
10. What are the key expectations (financially) for the next years?
11. Does she have 3rd party companies to manage proper transportation in a good quality

To sum up, Charlotte needs to answer all this questions, and based on the summary she needs to setup a business and logistic strategy.
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