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Produce a business case that proposes the creation of a new logistics company or department within an existing organisation
(Assessment criteria 4.1.1, 4.2.1, 4.2.2, 4.3.1, 4.3.2, 4.4.1, 4.4.2, 4.6.1 and 4.6.2).
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	Assessment Criteria Table
	

	Learning Outcome - The learner will:
	Assessment Criterion - The learner can:
	Demonstrated in Paragraph(s)

	4.1
	Know the structure and use of a business case
	4.1.1
	Demonstrate how to prepare a business case
	 Sections 1, 2, 3, 4, 5, 6

	4.2
	Understand the ownership of businesses, their internal structure and their sources of finance
	4.2.1
	Critically assess the structure of a business
	 Section 6

	
	
	4.2.2
	Evaluate the alternative sources of finance
	 Section 4.2

	4.3
	Understand the use and management of budgets
	4.3.1
	Create and manage a budget
	 Section 4.1

	
	
	4.3.2
	Demonstrate how to monitor costs against an operating plan
	 Section 4.1

	4.4
	Understand the principles of costing, pricing and the requirement for profit
	4.4.1
	Perform a costing process
	 Section 4.1

	
	
	4.4.2
	Calculate prices against set criteria
	 Section 4.1

	4.6
	Know how to appraise investments and minimise financial risk
	4.6.1
	Demonstrate how to appraise financial risk
	 Section 4.2

	
	
	4.6.2
	Compare options for asset purchase and maintenance
	 Section 4.2


[bookmark: _GoBack]1.0 Executive Summary
The following report aims to illustrate a business case for the implementation of a new premium customer delivery service for Biotage GB Ltd.’s most popular analytical chemistry instrument; the Extrahera.  The business case for ‘Quick Ship Plus’ (an in house, expedited, white glove delivery service) has been initiated following a demand obtained by market feedback and an Executive Management Team’s (EMT) corporate objective; to enhance Biotage’s competitive advantage through value added services.  
The ‘Quick Ship Plus’ business case forecasts a first year pre-tax profit of £33,360 per annum; an excellent return given the little resource investment required.  Despite this, the EMT also recognise that the value-added nature of the programme (as demanded by customers) will enable the business to generate further competitive advantage and re-affirm its premium market position; thereby helping increase future revenue across its wider product portfolio and customer base.

2. 0 Business case introduction

Biotage is a multinational organisation, specialising in the manufacture of high performance analytical chemistry products.  Target customers include food and beverage manufacturers, drugs testers, and academic institutes (Biotage, 2018).

Biotage currently delivers its instruments via its regional hubs, or directly to key customers if specially requested. This ‘regular’ service consists of palletized shipments via 3PL providers, with delivery to a customer’s Goods Inwards department. The customer is then responsible for unpacking and positioning the instrument before a Biotage technician schedules a calibration appointment.

Following customer feedback and an EMT-set corporate objective to enhance its premium market position through value added services, Biotage has decided to implement a new, optional superior UK delivery service called ‘Quick Ship Plus’ for its most popular instrument, the Extrahera. Priced at £500, the service will entail:

· Delivery to customers within 1 week of order placement.  Standard delivery is 4 weeks.
· A ‘White Glove’ service – Instrument to be delivered to point of use as requested by the customer.  Instrument is then unpacked, semi-installed and packaging removed/disposed.
· A follow up calibration appointment with a Biotage technician guaranteed within 48 hours of delivery.
· 1 additional year of Extrahera software updates.







3. Legal and market considerations

3.1 Employment regulations

By operating in the UK, Biotage is required to meet Government legislation in the management of its staff, with key areas including; Health and Safety ( e.g. the Health and Safety at Work Act 1974), employment law (e.g. the Equality Act 2010) and pay regulations (e.g. the National Minimum Wage).  

However, in relation to ‘Quick Ship Plus’, Biotage must also consider additional applicable legislation.  In particular, significant driving to customers throughout the UK will be required, meaning that EU Driving Hours regulations need to be followed. Furthermore, as Biotage plans for one employee to fulfil customer shipments, the organisation also needs to consider the Manual Handling Operations Regulations 1992, which requires organisations to ‘to make a suitable and sufficient assessment of the risk to employees from the manual handling of loads’ (Health and Safety Executive, 2018). 

Therefore, following consultation with its Health and Safety Manager, the ensuing measures will be actioned to ensure compliance:

· As a responsible employer, Biotage aims to not only meet, but also exceed driving hour’s regulations (11 hours) by enforcing a 9-hour daily driving limit.  An overnight hotel stay is to be included in the ‘Quick Ship Plus’ cost structure, should the limit be reached.
· The ‘Quick Ship Plus’ delivery vehicle will be equipped with Biotage’s bespoke Extrahera transportation trolley and a powered stair climber to minimise employee strain and risk of injury.


3.2 Environmental factors

As an ISO 14001 registered organisation, Biotage is required to consider the environmental implications of ‘Quick Ship Plus’.  Following consultation with its Environmental Officer, Biotage identifies the main sources of environmental impact to be vehicle emissions and waste packaging.  In order to minimize this impact, Biotage plans to incorporate the following into its operational strategy:

· All current company vans (including those used for ‘Quick Ship Plus’) meet the Euro5 standard and include Diesel Particulate Filters to reduce emissions of harmful toxins (RAC, 2018).  Biotage will also upgrade to Euro6 vehicles during its next fleet refresh.
· All Extrahera packaging (plastic, cardboard and polystyrene) will be removed from customers and returned to Biotage.  It will then be sorted as part of the organisation’s on-site ISO 140001 accredited waste recycling programme.





3.3 Market competition

With reference to the Market Positioning/Perception framework (Pickton and Masterson, 2010), Biotage positions itself as a premium price/quality brand.  As a result, Biotage’s aims to incorporate ‘Quick Ship Plus’ in to its ongoing efforts to complement its market leading instrument products with equally innovative and high quality order fulfilment services.

To achieve this aim, ‘Quick Ship Plus’ will provide a more responsive, tailored (value added) instrument delivery service to customers than its direct competition positioned in the mid-to premium market quadrants.  Organisations such as Kinesis and Fisher Scientific do not offer a ‘white glove’ delivery service, with instrument lead times also ranging from 2-8 weeks.  Therefore, Biotage is confident that ‘Quick Ship Plus’ will be effective in enhancing Biotage’s competitive position against such organisations.    However, Biotage also recognises the importance of ensuring that ‘Quick Ship Plus’ pricing remains competitive against delivery charges of competing firms positioned in the lower cost/quality market quadrant - such as those based in the Far East. Through market research, Biotage calculates average airfreight charges of £600 for an Extrahera-equivalent shipment from China to the UK - £100 more than ‘Quick Ship Plus’.


4.0 Business case financials

4.1 Costings and cash flow

Whilst Biotage would like to add value to the Extrahera delivery offering, it would be considered unacceptable for the service to generate a loss and therefore reduce the profit margin of an instrument sale. As a result, to establish the viability of ‘Quick Ship Plus’ the below ‘Costs of Service’ have been calculated, based on a charge of £500 per delivery:

	Cost of Service 1(Customer > 4 hours away)
	Value(£)

	Employee Salary (1 day)
	65.38

	Fuel
	35

	Contingency overheads (e.g. tolls)
	20

	 
	 

	Total Cost
	120.38

	Delivery Profit
	379.62

	
	

	Cost of Service 2(Customer < 4 hours away)
	Value(£)

	Employee Salary (2 days)
	130.76

	Fuel
	70

	Hotel
	75

	Contingency overheads (e.g. tolls)
	20

	 
	 

	Total Cost
	295.76

	Delivery Profit
	204.24


For the year 2019, Biotage’s Sales and Marketing departments anticipate 10 x ‘Quick Ship Plus’ sales per month, with one requiring an overnight stay (based on the geographic profiles of Biotage’s current customer base).   Based on this, Appendix 1 illustrates a Cash Flow Forecast for the first year of ‘Quick Ship Plus’. The organisation anticipates a pre-tax profit of £33,360, which is primarily supported by substantial profit margins per delivery and a strong (but conservative) Extrahera sales forecast.  

4.2 Investment

In order to fund a potential new business venture, the BBC (no date) identifies a range of business finance options available to new business ventures.  These include:

· Non-repayable business grants from government or charitable bodies who are convinced that a business has the potential to positively impact a cause (such as reducing local unemployment).
· A loan from a financial institution (e.g. bank) who will charge interest of any money lent.
· Equity through exchanging a share of the business (and resulting profits) for investment from an external party.

As Biotage already possesses the physical resources to implement Quick Ship Plus, the project will be funded as an expense to the business with no additional sources of funding required.  This is reflected in the Cash flow forecast, which does not project any financial repayments or profit dividends, with minimized cash outflow resulting in a vast reduction in the financial risk of the business plan.  

However, should Biotage expand the service to its international hubs, equipment investment is likely to be required.  In this case, the organisation will implement a Multi Criteria Decision Analysis (MCDA) into its decision-making.  Through MCDA, the organisation can establish high quality decision making by incorporating all relevant criteria (and level of importance) in to the process (Baltussen, no date) and ensure that variances and uncertainties of potential resources are effectively reviewed (UCL Institute of Design and Environmental Engineering, no date).    

Appendix 2 illustrates an MCDA for a commercial vehicle decision-making process.


5.0 Marketing Planning 

Through market research, Biotage has established a demand for a premium Extrahera delivery service.  The following augmentation analyses the attributes of ‘Quick Ship Plus’ and its ability to supply this demand.  The importance of Product Augmentation is emphasised by Alexander et al (2009), who argue that attributes are not only considered as order qualifiers, but also result in a total brand perception when combined.  As a result, this underlines the importance of ensuring that ‘Quick Ship Plus’ service attributes generate a perception of high quality with customers, in line with Biotage’s corporate objective. Therefore, Biotage proposes the following dissected attributes for ‘Quick Ship Plus’:
· Core Attributes – Biotage will provide a quicker than standard delivery of the Extrahera instrument; enabling customers to conduct analytical chemistry activities more quickly.
· Actual Attributes – Biotage’s ‘Quick Ship Plus’ service consists of an in-house managed road freight delivery of the Extrahera Instrument, with service features including delivery within 1 week of order placement, a ‘white glove’ delivery to point of use and packaging removed.
· Augmented Attributes – Added non-physical features will include access to comprehensive post-delivery support via a customer’s account manager and one additional year of Extrahera software upgrades. 

Following analysis and clarification of ‘Quick Ship Plus’ attributes, the below marketing strategy is proposed.  This strategy is based on the 4P’s (Product, Price, Promotion and Place), which Kotler (2009), identifies as a collection of tools used by an organisation to achieve its desired marketing and corporate objectives:

Product – The sole product/service of Biotage’s marketing strategy is ‘Quick Ship Plus’. ‘Quick Ship Plus’ entails a tailored, ‘white glove’ delivery service specific to the Extrahera instrument.  Customers are guaranteed delivery to point of use within 1 week of order placement, with waste packaging removed and 1 years additional software support included.

Price – £500 – Priced to ensure market competitiveness (see section 3.3) and substantial profit margins (see section 4.0).

Promotion and Place – ‘Quick Ship Plus’ is to be promoted as an optional extra for all UK Extrahera instrument sales.  Therefore, Biotage’s Sales and Marketing departments will promote the service in all current and future Extrahera marketing communications.  The service will also be upsold by sales managers directly to customers.


6.0 Management and implementation plan

In outlining the management strategy of this business plan, no new business entity will be created.  Instead, Biotage intends to create an internal cross-departmental project team who will be tasked with implementing ‘Quick Ship Plus’.  In addition, the EMT propose decentralising the project’s management to the UK Materials Manager, due to their specialist management skills relating to the design and operation of Biotage’s logistics activities.  

Through decentralisation, Mintzberg cited in Daugherty et al (2011) suggests that Biotage will be able to ensure that functional management and delegated subordinates possess sufficient autonomy and authority to effectively complete project activities.  Furthermore, (Ullrich and Wieland cited by Daughtery, 2011) propose that decentralisation also motivates employees and increases idea generation, thereby enabling more effective process engineering.  However, in contrast, Biotage’s EMT has no plans to implement team performance based incentives (such as profit sharing), which may prevent the organisation from obtaining additional discretionary efforts towards project completion (Parent, 2004).  As a result, this business case proposes its implementation to maximise team performance.
Based on the aforementioned operational strategy, the following employees will support the Materials Manager in the ‘Quick Ship Plus’ project.

· Warehouse staff – Responsible for implementing the goods outwards process, which will also include ‘Quick Ship Plus’.
· UK Sales and Marketing Manager – Responsible for managing all market research and promotional activities associated with ‘Quick Ship Plus’.
· UK Customer Service Officer – Responsible for handling all Biotage UK orders including the Extrahera instrument and the proposed ‘Quick Ship Plus’ delivery option.
· Environmental and Health and Safety Manager – Responsible for ensuring legislative compliance of ‘Quick Ship Plus’ relating to health and safety and the environment (see sections 3.1 and 3.2). Also responsible for ensuring that the service is incorporated into the organisation’s ISO 9001:2015 quality management system.

The Quick Ship Plus project will be managed through bi-weekly team meetings.  By doing so the Project Manager aims to ensure that all relevant information is cascaded throughout the team (Torrington, 2014), whilst also considering the activity an ideal environment for innovation and idea generation.  

Central to the agenda of the bi-weekly meetings will be the Programme Evaluation and Review Technique (PERT) chart (see appendix 2); which will provide the project manager with a systematic framework to plan and schedule the sequence of necessary activities to achieve implementation of ‘Quick Ship Plus’ (Mouhoub et al, 2011).  The PERT’s end date is scheduled for January 2019. This date is of strategic importance to Biotage’s EMT, as it will align with the launch of the Extrahera instrument’s latest software update and the organisation’s 2019 product catalogues.  Therefore, the ‘Quick Ship Plus’ PERT consists of three key milestones:

Phase 1 – Acquisition of resources necessary to deliver the service to customers (completed by 01/08/2018)
Phase 2 – Activities relating to Quick Ship Plus pre-launch promotion, employee training and trials/refinements of service (completed by 01/10/2018)
Phase 3 – Launch of Quick Ship Plus service (week commencing 31/12/2018)
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Appendix 2 – MCDA for ‘Quick Ship Plus’ Commercial Vehicle

Key vehicle attributes under MCDA evaluation:

· Price
· Efficiency
· Power

Based on a sensitivity analysis, the following attributes are excluded:

· Transmission – all vehicles are manual and therefore equal.
· Colour – all vehicles are available in white at no extra cost and therefore equal.
· Load capacity – all vehicles will accommodate a fully packaged Extrahera instrument and relevant lifting equipment and therefore equal.
· Warranty – all vehicles include 3 years warranty and are therefore equal.


Vehicle data for analysis

	 
	Ford Transit Connect
	Citroen Berlingo
	VW Caddy
	Renault Kangoo

	Price £
	17000
	16100
	21000
	15280

	Efficiency MPG
	59
	69
	61
	65

	Power BHP
	110
	98
	74
	75

	
	
	
	
	


	

Data scorecard (5 is best)

	Score
	5
	3
	0
	-3
	-5

	Price £
	<16000
	16001 - 17000
	17001 - 18000
	18001 - 19000
	>19001

	Efficiency MPG
	>63 MPG
	60-62
	57-59
	54-56
	< 53

	Power BHP
	>100
	90-99
	80-89
	70-79
	< 70




Vehicle scorecard results
	 
	Ford Transit Connect
	Citroen Berlingo
	VW Caddy
	Renault Kangoo

	Price 
	3
	3
	-5
	5

	Efficiency
	0
	5
	3
	5

	Power
	5
	3
	-3
	-3

	Total
	8
	11
	-5
	7





Attribute importance weighting

	Attribute
	Importance %

	Price
	50

	Efficiency
	40

	Power
	10




Weighting x Data Scorecard – Final MCDA Analysis

	 
	Ford Transit Connect
	Citroen Berlingo
	VW Caddy
	Renault Kangoo

	Price
	1.5
	1.5
	-2.5
	2.5

	Efficiency
	0
	2
	1.2
	2

	Power
	0.5
	0.3
	-0.3
	-0.3

	Total
	2
	3.8
	-1.6
	4.2



MCDA Result – Renault Kangoo is identified as the most appropriate vehicle option for the ‘Quick Ship Plus’ service.




























Appendix 3 – Biotage ‘Quick Ship Plus’ PERT Chart
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Starting date

Jan-19

Beginning Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Total

Cash on hand (beginning of month) 0 0 2,684 5,518 8,353 11,187 14,021 16,355 19,189 22,023 24,858 27,692 30,526

CASH RECEIPTS

Cash sales 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000

TOTAL CASH RECEIPTS

5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000

Total cash available

0 5,000 7,684 10,518 13,353 16,187 19,021 21,355 24,189 27,023 29,858 32,692 35,526

CASH PAID OUT

Labour 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 17,000

Vehicle Insurance 79 79 79 79 79 79 79 79 79 79 79 79 950

Staff Induction - Uniform etc 150

Fuel 385 385 385 385 385 385 385 385 385 385 385 385 4,620

Contigency Costs 200 200 200 200 200 200 200 200 200 200 200 200 2,400

Accomodation

75 75 75 75 75 75 75 75 75 75 75 75 900

Vehicle Tax 10 10 10 10 10 10 10 10 10 10 10 10 120

Vehicle Maintenance 500 500

SUBTOTAL

2,316 2,166 2,166 2,166 2,166 2,666 2,166 2,166 2,166 2,166 2,166 2,166 26,640

TOTAL CASH PAID OUT

2,316 2,166 2,166 2,166 2,166 2,666 2,166 2,166 2,166 2,166 2,166 2,166 26,640

Cash on hand (end of month)

0 2,684 5,518 8,353 11,187 14,021 16,355 19,189 22,023 24,858 27,692 30,526 33,360

Quick Ship Plus Cash Flow Forecast

Biotage GB Ltd
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