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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. 
	
Question 1.

I. Strategic Decisions – Long lasting.  Tactical decisions – Medium term.  Operational Decisions – Short run / daily basis.

II. Tactical decisions are taken within an organization to implement strategies over a medium term.  They are focused towards the utilization of resources and operations.

III. The ‘Logistics Strategy’ - Assisting the organization in successfully supplying products to customers.  It relates to the real movement of materials required to accomplish the task.  

IV. The ‘Value added Strategy’ – Developing a product that has worth from a customer’s perspective, how to attach value for the end user.

V. The three factors to be considered when designing a logistics strategy are: The higher strategies, the business environment and the organizations distinctive competence.

VI. Logistics facilitate the performing of the functions of the supply chain in order to achieve the long term objectives of the organization.  It has a direct impact on the performance of the organization.                                            
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VII. The main areas that a Logistics Strategy emphasizes are: 

a) Cost.  Reducing logistics cost can result in higher profits for the company and lower prices for the customer.

b) Customer Service.  Stock levels, delivery times etc. are all managed by logistics.  Customer service should be a focus of any organization.

c) Timing.  Fast deliveries and the supply of products can gain a competitive advantage for organizations.

d) Quality.  A high quality of product is required by the customer with a high quality of service being provided.

e) Product Flexibility.  The ability to tailor products to individual specifications. 

f) Volume Flexibility.  Allows an organization to adapt and counter quickly to the changing levels of demand of a product. 

g) Technology.  A variety of technologies are available to organizations for communication, stock records, ordering processes etc.  The use of technology will or should assist in logistics.

h) Location.  Ideally the customer wants the product to be delivered to them as near as possible.  

VIII. Lean Strategy – Aims to reduce the whole cost of logistics while maintaining a satisfactory level of customer service.

IX. The main purpose of a Logistics Audit is to gather information about the current performance of logistics practices and identify any weaknesses and areas for improvement.
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Question 2.
	The steps involved in developing a logistics strategy are:

I. Perform a logistics audit to review the current practice and identify areas on which to improve.

II. Evaluate higher strategies from a logistics viewpoint.  What are the company’s objectives?

III. Design the general features of supply chain.  Identify the number of warehouses required, what products are to be produced, stock levels for efficient production etc.

IV. Set particular goals to illustrate what each logistics activity must attain.  Look at each separate function of the logistics organization to ascertain how it will achieve functional excellence.

V. Design the most excellent organizational structure.  What is best for the specific operations to be carried out?  For example, is your transportation strategy sufficient or would it be beneficial to outsource?

VI. Benchmark logistics.  Define ways in which to enable the organization to compare its real performance against planned performance, best performance and the performance of competitors.

VII. Execute the strategy.  Implement the policies and procedures.

VIII. Monitor genuine performance.  Additional audits will gather the relevant information to show if your strategy is successful.

The overall aim of a logistics strategy is to make sure that you are delivering what your customers want when they want it and for as little cost to yourselves as possible.
                                                                                                      
                                                                                                     
Case Study

Charlotte currently organizes her logistics in two ways:
Internally – the use of the website to collect orders (a good use of technology), and by delivering to customers locally.  As all raw material is at the same location as the processing costs can be kept to a minimum.
Externally - by using 3PL services (postage) of the remaining orders.
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Her aims and priorities are to increase the activity of the herb business by expanding the product range and establishing a new processing facility.

Any expansion would affect logistics in that a new logistics strategy would have to be developed and implemented.  

There would be many factors to consider such as increased transportation costs as the processing facility is 15km away from the farm.

An increase in product lines would require an increase in the amount of inventory that would need to be held requiring greater storage space.

Add to that the need for an escalation in website generated sales to support the expansion which would in turn add additional cost to transportation and postage of orders.

Further costs would be incurred by the production and introduction of the mail order catalogue.

A lean strategy would need to be adopted to overcome these additional expenses and to ensure that the aim of delivering what your customer wants when they want it and for as little cost to yourselves as possible is achieved.                                                                
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