

Executive summary
This is an executive summary, involving the parent company Go-Fast Logistics, Voyager Logistics and its service to a subcontractor Lightfinger Security Limited.
Voyager logistics in 2012 had significant investment and relocated on a new facility which has the technology and ability to attract an organization wishing to store high value goods. However, since the investment in 2012, the facility has struggled to make a profit with some lucrative contracts. The General Manager was suddenly replaced towards the end of 2015 by John Baxter who is a veteran in the industry with more than 20 years of experience. On accepting the role John was facing a significant challenge, therefore selected four areas initially: 
Purchasing.
Vehicle maintenance.
Information communication technology.
Human resources.
One key area is the purchasing activity was out dated and effectiveness was disappointing. Purchasing was not considering Total Cost Acquisition (TCA) but only the lowest price possible! There were clear for examples of poor negotiation and lost time on vehicles off the road. Such as the fuel which accounts to 50% of Voyager expenditure, the negotiated price is higher than the local Shell garage and the vehicles are off the road waiting for spare parts or receiving the wrong spare parts? Additionally, there have been some reports that the service from Lightfinger security has been unacceptable, however Lightfinger explain they are following the contract agreed. There is clear confusion and disparity with the contract? 
Considering Voyager newly won contract with Ketch requiring further investment, John is concerned as Ketch are a demanding customer whose contracts can be very onerous risking Voyager bottom line. The poor purchasing performance, is a concern for John the management team will need to review regularly, to ensure the business recovers to profit.
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Introduction
Go-Fast Logistic’s purchased Voyager Logistics in 2000 from the founder Tom Richards. Voyager Logistics name remained a well-respected organization, working in the bulk chemical distribution. In 2012, Go-Fast made significant investment for Voyager Logistics to move to a new purpose-built site with improve facilities including a dedicated tanker washing facility, improved parking for employees, latest security systems, new office block incorporating air conditioning offices and a new updated canteen with the possibility to expand further. The reason for this was to attract organisation’s wishing to store high value goods, increasing their turnover and potentially increase their profit. 

Within 2015 the contract for a security service provider was awarded to Lightfinger. Within three months of the commencement of the contract, there were grave concerns reported regarding their performance:-
Gates being locked, between midnight and 6am resulting in vehicles being unable to access the site.
On 6 separate occasions, there has been no security presence and the barriers left open.
Vehicles and trailers has been vandalised and a new truck was stolen.

Although Lightfinger claim to have followed the contract as specified, and stated if Voyager requires the gates to be manned from midnight to 6am the contract will need to be amended with these charges added. Lightfinger are also pointing out to Voyager that any new contracts must contain a Service Level Agreement (SLA).

However, with all the new investments there have been some very lucrative contracts with both major chemical producers and food manufacturers the facility was struggling to make a profit since 2012. The General Manager responsible for the site who reported directly to Go-Fast Logistics, was suddenly dismissed the reason being poor performance. This position was taken by a new General Manager named John Baxter, who is a veteran in the industry with 20 years’ experience. Voyager has also won a very lucrative contract with Ketch Automotive, who is a supplier to three major UK based automotive manufacturers. This requires a brand new 25,000m2 warehouse equipped with the latest computerised handling equipment.  John is very pleased with this news, also sees this as an opportunity to develop new markets however Ketch are very demanding customer and the contract contains some onerous penalty clauses. 
John realises the challenge ahead, the main ones being purchasing related:- 
1) Ineffectiveness of the purchasing department, not achieving cost saving opportunities such as the fuel which is 50% of all the expenditure is priced higher than the local Shell garage. 
2) Time lost on vehicles being off the road, as the response time to acquire spare parts was time consuming instead of being a quick process to minimise disruption to the fleet additionally occasionally the wrong parts are received. 
3) To achieve the best Total Acquisition Cost (TAC) rather than the lowest price, an element which is new for the current purchasing team.  
4) The concerns and confusion between Voyager and Lightfinger security company, the fact suppliers are demanding a Service Level Agreement (SLA) from Voyager is alarming! The need for a SLA must be driven by Voyager, the confusion and disparity needs to be resolved ASAP.
The new General Manager John has clearly noted his concerns with the purchasing department, where these issues lie and the old procedural approach must go, purchasing must add value and they need to have clear Key Performance Indicators (KPI), (Corina, 2012). John will need to work closely with purchasing but if they do not want to change, John will need to re-consider the purchasing team organisation.
Moreover, Service Level Agreements (SLA) are fundamental to an outsourcing relationship regardless to the service type, simplified SLA defines what the service provider will provide for the customer and what performance criteria but no legal status in this context. However, typically when a service provider provides a service for the customer it is often there is no written agreement between both service provider and customer (Beaumont, 2006).  
SLA’s are an essential ingredient for a successful insourcing or outsourcing arrangement, reasons for potential outsourcing simply allowing the company to focus on core competencies, enabling to reduce costs and potentially improve service quality. The potential savings may be driven by economies of scale (Beaumont, 2006). 
When a business’s SLA is robust it can result in benefiting from: 
A lead in lower cancelations of the service, as SLA defines time the frame for delivery with the right quality.
Increasing loyalty, if working together as partners.
It manages expectation; SLA’s are a great way to manage customer’s expectation.
The benefits create great potential for the both service provider and the customer (Menezes, 2017).

List of illustrations and tables:
 Examples of Service Level Agreements: Quantifiable Security for the Enterprise, (Rhenning, 1999 page 58/60).

Figure 1: Illustrates an SLA for a security service provider (Rhenning, 1999).
A more recent example of a Service Level Agreement (SLA) is Rohde & Schwarz who were founded 80 years ago. Rohde and Schwarz are one of the world's leading manufacturers of information and communications technology products for professional users additionally one of Germany’s largest manufacturers of IT security products (Rohde & Schwarz, 2018 page 5/8).
Figure 2: Illustrates a recent SLA for Rohde & Schwarz service provider (Rohde & Schwarz, 2018).
The table shows four different levels of service in detail that are dependant on customer needs (Rohde & Schwarz, 2018), SLA have four different levels of service, although there is a nineteen year gap from one to the other.

Question 1
Critical Evaluation
There seems to be some confusion and disparity in the information presented by Voyager logistics, because when considering the investments in 2012 and the reasons for the investment which was to “make an attractive option for organisations wishing to store high value goods”! Go-Fast’s management would be very unhappy with the chain of events during this period, regardless the responsibility of failure.
One of the main issues is linked to Lightfinger Security Limited, whom are the designated security company, who are the lowest priced in a cost study conducted three months ago. Yet, within these three months, there have been critical concerns with the service of Lightfinger Security Limited:
Gates are locked between midnight and 6am; preventing vehicles entering the site stopping the workforce access to work.
On six separate occasions there has been no security presence on site and the barriers have left open, leaving the site unsecure with the risk of theft.
Vehicles and trailers have been vandalised and on one occasion a new truck was stolen.

Nonetheless, Lightfinger claim they are performing as the contract specifies and explained the contract is not clear regarding operating between midnight and 6am. If Voyager requires the gates to be manned between this period the contract must be amended to incorporate these additional costs. Lightfinger has also pointed out to Voyager that any amendments to the contract must contain Service Level Agreements.

Factors that need to be included in the SLA:
Regardless of the service, whether its Payroll, Security, Information Technology (IT), Maintenance, Human Resources (HR) or cleaning, a Service 
Level Agreement (SLA) is required to determine what exact services will be carried out. Service level agreement (SLA) are used to define the services required and to what level and performance criteria (Beaumont, 2006). 

Factors that need to be considered can be split into two categories: Management elements such as the definition of measurement standards, methods, contents, reporting process, a dispute resolution process, and an indemnification clause protecting the customer from third-party litigation, resulting from service level breaches (Overby, 2017). Services elements include the specifics, conditions of service, availability, standards, time window, responsibilities of each party, escalation procedures, and cost and service trade-offs (Overby, 2017). 
If these were considered and applied then the result would be significantly different to the reality, less confusion and disparity would be expected between Voyager logistics and Lightfinger security.  

Immediate improvements proposed:
Primarily, Go-Fast need to clarify their strategy with Voyager logistics senior management, as the direction is not clear for all which is “to attract potentially new high value customers”.

Voyager purchasing department are focussed on the lowest possible price rather than Total Acquisition Cost (TAC), this needs to be the future direction to ensure the best overall costs is achieved (Neubert, 2009). Changes within the purchasing departments:-

Establish clear KPI for Voyagers purchasing team, this ideally needs to be created by the purchasing manager and the general manager. (CTL, 2011)
Training is required within the purchasing departments, considering TAC not the lowest possible price. (Neubert, 2009).
Supplier nomination cannot be price driven alone, but also dependent on the service required and a cross functional team is required. Based on a security company the departments need to be involved are Purchasing, Quality, Health &Safety (H&S) and Human Resources (HR) to make a collected decision not purely price (Overby, 2017).
Approval for a critical service and senior management needs to be part of the approval process.
A company card needs to be organised for the maintenance section to minimise the time vehicles are off the road, however the budget needs to be set at a figure to minnimse lost time and this needs to be reported on a weekly bases to Baxter.

Additionally, allegedly there have been complaints regarding the service with Lightfinger security, even though Lightfinger claim to be following the contract.  Therefore: 

The contract needs to be reviewed and amended following the key requirements of the business; again involving the departments who are responsible to make the decision of supplier allocation.
Once the contract is amended, it will be required to be reviewed by a legal entity, either internally or externally.
An immediate meeting with the service provider is required to explain the requirements going forward. The supplier will be invited to a Supplier Improvement Program, where there are regular reviews with both parties meet weekly or biweekly to review the progress until there are no more issues.
Suppliers progress needs to be reviewed with the management team, however if there is a concern on the first instance this needs to be addressed immediately with the supplier, not allowing time for a second or a third complaint to manifest.
Approval for a critical service, senior management needs to be part of the Supplier approval process.
Long term improvements proposed:
Concern’s with all the contracts and all the cost of services within Voyager logistics.
Purchasing managers KPI needs to become part of their annual appraisal system, which can be reviewed by the general manager on a regular timeframe.
The Purchasing manager needs to managed closely by John, to ensure the manager develops/evolves with the department failing that another course of action may be required.
Procedures within Voyager logistics need to all be reviewed and corrected based on these findings and corrective actions (including approval levels).
All costs for services needs to be reviewed and requoted based on these findings and corrective actions (ideally following TAC). Naturally this is a significant task, but considering the problems in achieving a profit since 2015 this is paramount but will require a clear priority and plan (highest costs and spend naturally are the top priority). 
A cross functional needs to be created to ensure all current contract are correct and SLA’s are in place for all suppliers. This team will also be required to review the new contract with Ketch and ensure the team are on track to minimize the onerous conditions typically in Ketch’s contract.









Conclusions
Based on the research carried out regarding the requirements, benefits, importance of SLA’s and the data available on this case study regarding Voyager Logistics, Go-Fast logistics and Lightfinger Security Limited there are clear concerns that need to be addressed. 
Go-Fast’s mid-term plan for the new facility established for Voyager Logistics within 2012, was to “make an attractive option for organisations wishing to store high value goods”. Nonetheless this is not the main priority of the management team in Voyager Logistics. As Voyager logistics are focusing on the lowest possible cost, not TAC which is the requirement of senior management. Additionally, these are other concerns with the purchasing department, such as lost opportunities in negotiating the best fuel price for Voyager. A review of the purchasing department is required considering how can they be trained and developed into what the Voice of the Customer (VOC) requires.
Both Voyager Logistics and Lightfinger security have a difference of opinion regarding the service provided, suggesting confusion and disparity with the contract. A thorough investigation of the claims of failings from Lightfinger security, escalation process and the contract with Voyager Logistics. On confirming the root causes, corrective actions for this concern ensure these is a clear action list (What, Who and When) and this is followed up and reported to senior management.  A clear SLA and contact is required to ensure both parties agree to the requirements of the customer.
Also, a leveling meeting is required between Voyager logistics and Lightfinger security senior management. Thus, to raise any concerns and corrective actions relating to Lightfinger security service, ensuring they are committed to resolving the matter in hand in the timings proposed.
Key aspects of SLA’s which are critical when outsourcing, are to ensure both parties understand the expectation, the timeframe to resolve issues within, reimbursement for services not completed and any potential compliance concerns. (Chrostowski, 2018)
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