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	Q: 1: Give short answers for the following questions:

I. What are the different types of decisions taken in an organization?

Strategic decisions- These are decisions taken by the key members of the organization such as owners and board members considering the entire organization and intended to achieve over long term.

For example: To decide about company’s logistics strategy in annual board meeting.
 
Tactical decisions- These are decisions mostly taken by managers to implement the strategic decisions over medium term.

For example: To decide on moving from one transporter to another due to cut down transportation cost.

Operational decisions- These are mostly taken by the employees in day to day activities and over short term.

For example: To decide the shift change of the employees.

II. What are the tactical decisions about?

Tactical decisions are decisions taken by managers to implement the strategies of an organization over a medium period of time using fewer resources and focusing on resource utilization and operations. Tactical decisions involve fewer risks than strategic decisions.

For example: Sourcing for cheaper forklift services and deciding to rent from a new supplier to reduce the cost of the rental equipment.




III. What is the logistics strategy about?

Logistics strategy is the long term logistics decisions taken in an organization. Logistics strategy plays a vital role in an organization to achieve the corporate goals through its effective results what has an impact on the mission of the company. Logistics strategy has a direct impact on company’s financial measures. It helps the organization to achieve company’s strategic goals by real movements of materials, products and services.

IV. What is the value added strategy about?

Value added strategy is a strategy an organization uses to add as much as possible value on the final product what is worth from the perspective of the customer. For example; to sell a final product to a customer by adding innovative features on the final product or by providing time and place utility.

V. What are the three factors to be considered when designing a logistics strategy?

Product- from purchasing the materials to distributing the finished products in the market.

Place- through the delivery of materials and products.

Price- through the overall operational cost.

VI. How do logistics play a strategic role in organization?

Logistics play a strategic role in an organization by efficiently managing the activities involved in logistics such as purchasing, transportation, warehousing, inventory control, material handling, distribution, customer relationship and supplier relationship which directly have an impact on the corporate goals and financial measure of the company. Long term logistics decisions help the company to achieve its corporate goals and mission through efficient logistics activities what finally gives the customer a product in the lowest possible cost a customer can buy.

VII. Outline the main areas on which a logistics strategy emphasizes.

(a) Cost- by reducing the overall logistics cost company can achieve profit and produce products in a lower price a customer can buy.
(b) Quality- high quality service to the customers.
(c) Customer service- by giving good customer service company can acquire a long term competitive advantage.
(d) Timing- timely delivery of products and services to the customer.
(e) Product and volume flexibility- by giving what customer needs and in the quantity they need.
(f) Technology- to achieve efficiency using modern technologies
(g) Location- by delivering the products and services where it is easily accessible by the customer.

VIII. What is a lean strategy?

Lean strategy focuses on reducing the whole cost involved in logistics by eliminating or reducing non value adding factors or wastes and maintain customer service while utilizing fewer resources to make the overall cost as low as possible.

For example reducing the cost by keeping lower stock level and eliminate excess stock which will become a waste in production. 

IX. What is the main purpose of logistics audit in organisations?

The main purpose of a logistics audit is to get an idea of the current processes and procedures in the operations. We can gather information relevant to current practices in the operations by a logistics audit. We can find out the current performance, the resources utilized products, costs involved and other logistics related information. 


Q: 2: Outline the steps involved in developing a logistics strategy

· Perform logistics audit, both internal and external- by logistics audit we can find out what is our current practices and how we can develop it
· Design the general features of supply chain 
· Set goals to each logistics activities and what they should achieve in a period of time
· Design the organizational structure, systems and controls for the entire logistics network
· Review benchmark logistics. Learn about the bench marks of market leaders and competitors
· Implement the strategy
·  Monitor the performance, review by audits and develop the strategy.











Case Study

How does Charlotte currently organize her logistics? What do you think are her aims and priorities?

Logistics is involved with many activities taken place in the mobility of products from the point of origin to the point of consumption.

· Charlotte currently organizes her logistics in such way the product from the point of origin delivered directly to the customer by the producer. 
· She procures the required material for production from her own field. 
· She prepares and processes the herbs to produce herbal products for cooking, perfumes and healthy stuffs.
· She might utilize her farm what she turned into an ‘herb kitchen’, for the process and production and storing of herbal products.
· She uses her website for communication relevant to customer demand by collecting the order for various products from different customers.
· She uses door delivery method to deliver the products to her regular customers residing closer up to about 50KM.
· She delivers through post to distant customers who she cannot use the door delivery.  

The following can be her aims and priorities
· Reducing the overall cost by eliminating excess movements such as transportation cost. She uses the postal service to far distance customers. This could have two advantages. Firstly she saves money in transportation and chooses the postal service. For distance customers, they can receive their order in time and safely by the postal service. Charlotte can save time and cost.
· Customer satisfaction by giving them a timely delivery. She does the door delivery by herself where she can deliver the parcel safely. She do post to distance customers and they can receive the parcel in time and safely.

What would be the effect of expansion on logistics? What problems would Charlotte face, and what options does she have to overcome them?

There can be several effects on logistics due to expansion. 

· Increased competition- When a business is expanding, it will have new and more competitors and therefore need to produce the product in a cheaper cost to retain customer and sustain customer satisfaction level.
· Operational cost- Expansion of business can either reduce or increase operational cost and it has an impact on logistics. Transportation and distribution costs could be lower due to increase in volume due to expansion. In this case (Charlotte) she can have discounts when posting a bulk order through mail order.
· Increased inventory levels- increase in inventory levels and handling due to expansion. High volume production and lower costs.
· Diverse transportation methods- need to use different transportation and distribution methods when business is expanding.
· Effect on customers- Opportunities for loosing regular, old customers due to expansion, moving to another location. Also can gain new customers.
· Effect on environment- Expansion brings more waste disposal, etc.
· Technology- diverse mode of technology usage in the business due to expansion.
· Communication- diverse communication methods due to expansion.
· Legal and political barriers- more rules and regulations from local authorities and government authorities and political involvements.

Charlotte could face the following problems when expanding her business

· Business competition- as she moves to an industrial estate she can have more competitors of similar business what Charlotte does have
· Cash flow- as she has to setup her new business in an industrial estate she may have to spend a huge money in assets such as building and machinery and she might face problems in the cash flow due to more investment in the capital.
· Operational costs- initially the operational expenses could be higher due to the new setup in the industrial estate.
· Transportation- planning the new routes from the industrial estate to the customer’s location could be initially difficult.
· Regular customer’s relationships- she may loose some regular old customers as she moves out to industrial estate.
· Problems with local regulatory and authorities.
· She must increase her production level to retain her regular customers and to retain new customers.
· She may face problems in finding new customers.

Options Charlotte has to overcome the problems

· She could expand the product range even further so that she can compete with her competitors through product differentiation by introducing new products.
· She could retain the old customers and find new customers by expanding her product range further.
· By increasing the sales there will be more cash flow and less operational cost.
· She plans to introduce a mail order catalogue to increase the sales and finding new customers.
· She plans to increase the usage of her website so that she can find more new customers as well.
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