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Abstract

Operations management plays a significant role in the successful creation and delivery of products and services within modern organisations, with the primary function of enhancing performance using specific performance objectives, measuring success and identifying areas for improvement. The Eddie Stobart road transport division provides a current example of an organisation implementing effective methods to measure performance of operations and mitigating potential future risks, with the main objective of sustaining a high level of service quality for customers and driving down operational costs. 
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1. Introduction

‘The amount of goods lifted and goods moved by GB-registered heavy goods vehicles (HGVs) operating in the UK has shown a broadly upward trend since 1990’ (Department for Transport, 2017, p.2).

Established in 1970, Eddie Stobart is now a leading logistics and supply chain organisation in the UK (Eddie Stobart, 2017a) offering a diverse portfolio consisting of multimodal transport, storage, warehousing facilities and handling services throughout both the UK and Europe (CTP, 2014). Eddie Stobart was initially founded with just 8 trucks and 12 employees, and by the turn of the millennium had grown considerably as an organisation, with approximately 1,000 vehicles, 2,000 employees, and numerous depots based throughout the UK (Barford, 2011). According to The Telegraph (2011); ‘The company's rapid growth owes much to deregulation during the Eighties, but Edward Stobart had the vision to exploit the changing times’. The decade saw a development of the motorways and expansion of large out-of-town supermarkets. Eddie Stobart currently operates from its headquarters in Warrington, England, and now boasts a total of 24 distribution centres across the UK and Europe, operating approximately 2,200 vehicles and 3,800 trailer units (Eddie Stobart, 2017a). Renowned as carrying and promoting a ‘super brand’ image (CTP, 2014), Eddie Stobart also boasts a staggering 25,000 dedicated fan club of lorry enthusiasts, and has featured in its own reality TV show showcasing behind the scenes footage of its operations (Wembridge, 2013). It is suggested by Eddie Stobart (2017a), that a key aspect to the success of the organisation and sustained growth is through its reputable high quality level of service, leading to a strong foundation of long term customer relationships, particularly with ‘blue chip’ customers. This report will focus primarily on the road transport division of the Eddie Stobart organisation, identifying how its customers expectations are met in terms of service quality and cost as part of the five performance objectives specified by Slack et al., (2013). Critical analysis of operations management theories and identified performance objectives will highlight areas in which the organisation performs well, as well as highlighting potential operational issues, allowing for any appropriate recommendations to be made in terms of addressing these issues.

2. Operations Management Overview

Operations management plays a vital role in the creation and delivery of products and services within modern organisations (Slack et al., 2013). It is primarily the activity of managing resources within an organisation in order to support the successful delivery of its products or services, and is widely referred to as ‘operation function’ (Slack et al., 2013). How an organisation secures, deploys and utilises its resources is key for meeting specific organisational performance objectives (Cengage, 2017). According to Slack et al., (2004) an organisation’s operations are measured on how they perform, and there are various different methods for determining performance of operations. Slack et al., (2004) further refer to the ‘triple bottom line’ approach used to measure the social, environmental and economic impact of an organisation’s operations, and indentify the following five operation management performance objectives of; quality, speed, dependability, flexibility and cost.
1
2.1 Slack et al., Five Performance Objectives

Quality – Ability to consistently produce services or products in accordance to specification and conforming to customers expectations (Slack et al., 2004). Quality is referred to as the most visible aspect of operations, and is easily identified and judged by customers. According to Slack et al., (2004, p.46); ‘A customer perception of high-quality products and services means customer satisfaction and therefore the likelihood that the customer will return’.

Speed – Elapsed time between customers requesting products or services and receiving them (Slack et al., 2004). The importance of speed within an organisation is the ability to respond quickly to customer demand, therefore offering shorter lead times to its customers for its products or services (Cengage, 2017). According to Slack et al., (2004, p.47); ‘The main benefit to the operation’s (external) customers of speedy delivery of goods and services is that the faster they can have the product or service, the more likely they are to buy it, or the more they will pay for it’.

Dependability – Delivering products or services in accordance to promises made to customers (Slack et al., 2004). It is suggested by Slack et al., (2004, p.49); ‘Customers might only judge the dependability of an operation after the product or service has been delivered’. Dependability is an important factor in the long run for operations, and can impact upon other performance objectives (Slack et al., 2014).

Flexibility – Involves the capability of changing operations, and is comprised of the following aspects:

· Product/service flexibility – ability to innovate and introduce new products or services within the organisation.
· Mix flexibility – ability to generate a wide variety or mix of products or services in relation to market demand. 
· Volume flexibility – ability to change output or volume levels, the involvement of activities to process varied quantities of products or services in relation to time.
· Delivery flexibility – ability for an organisation to alter its timing of delivering products or services.
(Slack et al., 2004).
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Cost - The organisations ability to produce and deliver products or services at low cost (Cengage, 2017). Cost is a crucial aspect of an organisation’s operations, particularly those with the major objective of competing against rival companies (Slack et al., 2004). Slack et al., (2004, p.55) simply state that; ‘The lower the cost of producing their goods or services, the lower can be the price to their customers. Even those companies that do not compete on price will be interested in keeping costs low’. Operations management within an organisation can greatly influence cost, dependent on which area of operations the majority of costs are incurred (Slack et al., 2004). The costs of operations within an organisation will often include employment of personnel, manufacturing and material costs (if producing goods), facilities and equipment (Slack et al., 2004). It is in the interest of all organisations to keep the cost of operations as low as possible, however achieving this without affecting other levels of performance objectives can be particularly challenging for modern organisations. Figure 1 below demonstrates both the internal and external effects of the five performance objectives within an organisation, and illustrates how cost is influenced by the other four performance objectives. 


[image: ]
Figure 1 – Internal and external effects of the five performance objectives within an organisation (Slack et al., 2014)
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3. Eddie Stobart Company Vision

Today Eddie Stobart operates a ‘Pan European’ network, operating 24 hours a day, 365 days a year, supporting major industry sectors such as; retail, consumer, manufacturing, construction and e-commerce (Microlise, 2017). As of 2017, Eddie Stobart has currently secured long term high value contracts in the consumer and retail sector with illustrious industry brands such as Tesco, Britvic and Coca-Cola, and has also secured a recent three year contract with Homebase providing logistics services to over 230 stores nationwide, commencing from January 2018 (White, 2017). Furthermore, according to White (2017); ‘Within its special operations sector, the company said it secured new contracts to provide logistics and technical services to Mercedes Benz and the FIA for the next Formula One season’. The key to the continued success and expansion of Eddie Stobart operations can be associated with their company vision and corporate governance policy. Eddie Stobart is recognised for its pride and professionalism in delivering innovative customer solutions and service excellence (Eddie Stobart, 2017b), and incorporates the following principles in to its company strategy:

· Demonstrating passion and exceptional customer service
· Commitment to a clear future vision and company plan
· Creating a culture of respect within the organisation via implementing an open and honest policy 
· Encouraging contribution, innovation and ownership across all areas within the organisation
· Promoting leadership and discovering full potential of personnel 
· Recognising success and showing gratitude
(Eddie Stobart, 2017b)

4. Measuring Success and Performance – Stobart Group Annual Report 2017 

The Stobart Group identifies the importance of developing a strong level of trust with its customers, suppliers and the public, and implements the use of internal and external auditing to maintain customer relationships to measure the success and performance of its operations (Eddie Stobart, 2017c). Auditing is a formal, systematic and disciplined approach used in organisations to evaluate the effectiveness of processes, whilst identifying and monitoring areas for improvement (Rupert, 2017). According to Eddie Stobart (2017b); ‘The output of this audit allows us to continuously monitor our compliance and performance; helping us to drive continuous improvement and success’. The Stobart Group is externally audited by; KPMG, BDO, ISO, BRC, HMRC, DVSA, and its customers (Eddie Stobart, 2017b). 
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Examination of The Stobart Group 2017 Annual Report identifies how the organisation measures the success of its operations and processes, highlighting potential operational issues and risks to the organisation both current and in the foreseeable future. According to Stobart Group (2017a, p.70); ‘A robust assessment of the principal risks facing the Group, including those that would threaten its business model, future performance, solvency and liquidity has taken place’. The Stobart Group’s business activities, alongside identified factors which could potentially affect the future performance and position of the organisation are assessed using key performance indicators (KPI’s) to assist the board of directors and executive managers with evaluating performance (Stobart Group, 2017a). The ‘Strategic Report’ section of the 2017 Annual Report details an overview of risk identification and how risks are managed using the ‘Stobart Group Risk Management Framework’ (Stobart Group, 2017a).  According to Stobart Group (2017, p.27); ‘Having a robust system of internal control with a combination of people, process and technology controls, helps us to mitigate risk’. The report details the following internal attributes for risk mitigation of; a strongly process driven organisation model, stable and long term management structure, and predominantly UK based operations with a strong business culture (Stobart Group, 2017). It is worth noting that The Stobart Group are confident ‘Brexit’ will not pose a risk to its operations (Lowther, 2016). The highlighted potential risks and the impact on operations across the group are summarised in figure 2 below:

[image: ]

Figure 2 – Summarisation of identified risks and risk mitigation strategies (Stobart Group, 2017a)
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5.  Meeting Environmental Efficiency Needs and Sustainability 

‘Stobart Group is committed to reducing the environmental impact of our operations and where possible, builds environmental sustainability into each business function and process’ (Stobart Group, 2017b)

Sustainability was defined by the The Brundtland Report in 1987 as; ‘Development that meets the needs of the present without compromising the ability of future generations to meet their own needs’ (IISD, 2017) and still provides the most recognisable definition of sustainability today. Demonstrating sustainability of operations is key to attracting and retaining customers, employees and investors, which are vital for sustaining growth of an organisation, and whilst it is not a current regulatory requirement for The Stobart Group to provide documentation of emissions and greenhouse gases, the organisation still follows the recommendations and guidelines set out by the Companies Act 2006 (Strategic and Directors Report Regulation 2013), in an attempt to reduce the impact of its operations on the environment, and attract new investors and customers. This has lead to a significant increase in the development of transport systems and innovative vehicle design solutions in recent years resulting in lower operating costs (Stobart Group, 2017a). 

5.1 Eddie Stobart Innovative Vehicle Design 

Developments in innovative vehicle design have lead to the introduction of Euro VI, ad blue, gas and dual fuel trucks to the Eddie Stobart vehicle fleet in an attempt to drive down emissions and operating costs (Eddie Stobart, 2017d). As of 2016/17 The Eddie Stobart fleet now comprises of 86% of Euro VI compliant vehicles (up 3% from 2015/16), and 14% Euro V compliant vehicles (down 3% from 2015/16) (Stobart Group, 2017a). According to Druce (2012), striving to reduce emissions and increase efficiency of operations spurred on the expansion of vehicle fleet to dual-fuel Volvo trucks, further instigated by Eddie Stobart’s successful winning bid for the Government’s ‘Low Carbon Demonstration Scheme’ funding (Druce, 2012). The use of liquid natural gas as an alternative fuel replaces up to 90% of diesel fuel used to power each truck, diesel produces around 2.6kg of CO2  per liter burned, whilst of liquid natural gas used in conjunction with diesel is estimated to reduce CO2 emissions by up to 10-14% (BOC Online UK, 2013). 

Further innovative vehicle design solutions include the development of the ‘WR Aerokit’, a collaborative effort between Eddie Stobart and motorsport performance engineering company ‘Wirth Research’, designed to reduce vehicle drag by 33% compared to 10% normally achieved by standard vehicle aero kits (Wirth Research, 2017). Designed with the overall purpose of increasing fuel efficiency, reducing CO2 emissions and therefore reducing operating costs, development initially began in 2010 and saw over 500,000 miles covered in ‘real world’ testing resulting in a ‘substantial reduction in CO2 emissions’ in correspondence with predicted calculations of aerodynamic drag (Atherton, 2017). The WR Aerokit was deemed an enormous success, leading to Wirth Research being the chosen winner of The Low Carbon Awards 2015 (SMMT, 2015).                                                                                                                           6

More recently, developments in vehicle design include the Transdek UK ‘Tall Boy’ multi-temperature double deck trailer, designed specifically for the Eddie Stobart fleet, and offering an increase of 55% extra loading space in comparison to a single deck trailer (Motorsport Transport, 2017). The Tall Boy trailer is designed with an ultra-low chassis allowing for maximum dimensions and loading space, to transport lightweight, temperatures controlled products, and is estimated to achieve a saving of up to 35% on delivery miles.

5.2 Eddie Stobart Transport Systems Infrastructure Development

Eddie Stobart has developed an advanced road transportation systems infrastructure, aimed at maximising its operational performance, via minimising waste miles, improving fuel economy, increasing driver productivity and strengthening customer relations (Eddie Stobart, 2017d). The infrastructure is comprised of:
· A dedicated team of account managers 
· Intelligent network solutions
· Cutting edge telematics systems and communications, GPS and Driverline - connecting the driver to customer services and allowing tracking of issues with deliveries
· Centralised forecasting and dedicated planning team
· Centralised customer support team, offering expertise’s 24/7
· Comprehensive training academy for employees
(Eddie Stobart, 2017d)
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6. Discussion 

After examining and evaluating the five performance objectives of operations management; quality, speed, dependability, flexibility and cost identified by Slack et al., (2004), against the operation processes of the road transport division of Eddie Stobart, it is strongly evident that the most relevant and fundamental performance objectives within the organisation are quality of service and cost of operations. It can be argued that all five performance objectives should be balanced within the organisation to provide a greater level of efficiency, although, as Slack et al., (2004) points out, performance objectives can be ‘traded off’ against each other to improve operational performance, albeit this method is likely to sacrifice performance in other areas. Johnston et al., (2012) however share a different viewpoint when measuring performance of operations in an organisation, and refer to ‘benchmarking’ as a beneficial strategy for improving and measuring performance of operations, stating; ‘Benchmarking is the activity whereby a measure or target of a process or some other aspect of an organisation or operation is compared with a similar aspect of something else in order to learn and improve performance’ (Johnston et al., 2012, p.369). The proclaimed advantage of this strategy is benchmarking practices against rival organisations, allowing the organisation to apprehend how the desired level of performance was achieved, with the aim of mimicking the processes within their own processes (Johnston et al., 2012). Whilst both of the identified strategies may benefit the organisation with improving and measuring performance objectives, a weakness of benchmarking could be associated with its lack of apparent flexibility, whilst the five performance objectives specified by Slack et al., (2004) carry much greater adaptability, allowing for greater scope for changes vital for modern organisations. 

7. Conclusion

It is evident after reviewing the The Stobart Group 2017 Annual Report that auditing is used as a principal tool for measuring performance of its operations, identifying areas for improvement, and assessing potential risks or issues which may arise and impact upon the road transport division operations. Identified risks, the potential impact on operations, and appropriate actions to mitigate the highlighted risks are also detailed in the report, with loss of significant customer/customer concentration to competition deemed to be of the highest level due to the nature of tendered contracts and quantity of current tendered contracts and maintaining long running relationships with its customers. The findings from this report further refer to rewarding of tendered contracts to be one of the most reliable methods for measuring performance, a key indicator of successfully balancing the five performance objectives of operations management; quality, speed, dependability, flexibility and cost. However, as the evidence suggests, the aspects of quality and cost to carry greater importance in Eddie Stobart road transport division operations, with considerable focus on continually building and maintaining customer relationships through an unprecedented level of high quality service, and driving down cost via the development of innovative vehicle design solutions and advanced transport infrastructure systems. Recommendations can include future consideration of investing in electric vehicle technology to further promote brand image by meeting challenges of sustainability and mitigating the effects of operations on the environment via reducing carbon emissions.                             8                  
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