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Executive Summary
The intent of this paper is to analyse the financial performance of Company X and to discuss the strategic direction required to improve its performance and secure its future. In this regard, the paper looks to perform an environmental audit of the company from both an Industry Structured View and a Resource Based View. Thus, the external environment was examined by taking the PESTEL analysis into consideration. Similarly, competition was scrutinized with the support of both Porter’s (1980) five forces model and Prahalad and Hamels core compentence theory with the aim of formulating a strategy to achieve a sustainable competitive advantage. Additionally, a SWOT analysis framework was used to capture both the company’s strong and weak points and the opportunities for future and the threats which it should address.
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1.0 Introduction
The Logistics and Transportation industry operates within extremely demanding market conditions, where competition is fierce and customer requirements and market boundaries are in a constant state of flux. There is a constant pressure for increasingly complex logistical operations and reduced delivery times (Baykasoglu and Kaplanoglu, 2008). This is reinforced by Pohlen and La Londe (1994) who discuss the studies performed by the “Council of Logistics Management” and the “Institute of Management Accountants” who observe that companies are driving their Logistics Management team to plan and execute complex networks whilst delivering both reduced costs and enhanced services. For management to succeed in this quest, tools such as Activity Based Costing that are capable of linking logistical process information with financial information should be considered. (Van Damme and Van Der Zon, 1999)
Scholars have historically been divided between two prominent viewpoints in their analysis of the derivations of achieving a competitive advantage and the subsequent “supernormal” returns it can generate. In my evaluation of the changes required by the transport fleet, Company X, to improve its financial performance I will explore both the Industry Structured View that is strongly based on the Porter (1980) five forces and the Resource Based View which focuses on the heterogeneity of a company as the dictating factor of improved performance.

	






2.0 Financial Analysis
On review of Company X’s Key Performance Indicators and P&L sheet it is clear there is significant scope for improvement.
The cost sheet indicates that there are opportunities for the company to reduce its variable and productive labour costs whilst also looking to invest in developing a training matrix/regime for its employees.
The KPI’s show a mixed performance with the particular areas of concern being:
· High absenteeism - 53.9% above plan.
· Poor Safety record – 20 accidents and 1 RIDDOR reportable.
· Vehicle MPG – 17.1% over plan 
The positive performances noted were:
· Volume of Deliveries were 3.2% above plan.
· Miles per store journey were within 0.5% of plan.

3.0 The External Environment – A PESTEL Analysis:
3.1 Political
The political environment of a country directly affect the company’s business. In the case of Company X, changes in local authority can lead to changes in policies. Moreover, a government’s positive or negative attitude towards transportation can depend upon the current economic scenario and hence make an impact on the business. As Cabinet office minister David Lidington, recently said “Every year, the government spends £49 billion with external organisations and it is right that we demand that the organisations we work with meet the high standards we need to protect our environment and employ workforces which represent our diverse society, including people with disabilities and those from ethnic minorities.” Therefore signalling a pending change in policy or legislation to enforce such actions
Brexit by and large is an unknown, however in November last year, the Freight Transport Association produced a report highlighting the fact that EU workers made up 12 per cent of the UK’s logistics workforce. This is a possible issue company X should consider and have mitigation plans in place.
3.2 Economical 
The UK has been experiencing a consistent economic downturn over the last decade. It has effected demand for products and services services. On the other hand, areas that may have growth in future have been focused by continuously evaluation of the products’ customization and changing market. Company’s overall volume is driven by maximizing the profits. Cost becomes one of the most considerable factors which can be controlled by optimum utilization of resources. Similarly, fuel contributes majorly to the company’s cost. If inflation rises continuously, this could have various effects upon the company:
•Unemployment may increase
•Costs of fuel may also increase
•Confidence of customers may have chances to fall
•Interest rates may rise
•Customers may face increasing prices and drop journeys
•Suppliers would also face constant rising prices and hence drop confidence (Richardson 2005).

3.3 Social/Ethical
 Social and ethical factors are related to the people affecting and affected by the business. For example there is currently a Government strategy “Social value in government procurement” out for public consultation until June 10th 2019 (gov.uk, 2019). It has particular focus on environmental sustainability and the eradication of modern slavery from the supply chain. Its purpose is to drive the prime contractor and any key suppliers in the supply chain to minimise or mitigate any negative environmental impacts and to manage the risk modern slavery occurring within the contract.  Metrics would be set with the successful contractor to monitor and track the number and type of initiatives and the annual percentage by which environmental impacts will be reduced in the delivery of the contract. (Logistics Manager, 2019). Layers of a supply chain can contain “socially and ethically questionable activities, such as exploitation of natural and human resources, leaving environmental footprints, contribution to waste from production and transportation. (Baker et al, 2015). Thus there is a growing demand from consumers for transparency in a products origin and sustainable transportation (Carter et al, 2008; Svensson, 2009)

3.4 Technological 
Advancements in non-diesel powered refrigeration, with companies such as Hultsteins offering low cost,high performance solutions that utilize a hydraulic technology to power their units. Hulsteins claim a significant sving on fuel (60%) and maintenance costs whilst also reducing CO2, NOx and particulate emissions. DAF have already produced an electric tractor unit with a range of 100 km and a charge time of 30 minutes (UK Haulier, 2019). Due to the relatively low entry costs of many robotic solutions smaller logistic companies that would need a return on investment of 3-5 years are now considering conventional large scale automation. The possible use of Robotics or Drone technology, however a recent study by Goodchild and Toy (2018) found evidence that the energy usage of the drone is in comparison to trucks.

3.5 Environmental 
The requirement for “green” transportation is a growing concern, which is true for both the public and goods transportation (Eyring et al., 2010). Transportation contributes nearly 5.5% of over 50,000 mega-tonnes of CO2 on an average emitted during a year (World Economic Forum/Accenture, 2009). The Government is pushing for reductions in emissions and waste as well as environmentally friendly and sustainable supply chains. Alternative fuel vehicles provide fleet operators novel opportunities to conserve fuel costs and reduce greenhouse gas emissions. The range of available technology includes compressed natural gas, hybrid electric, plug in hybrid electric, electric, and propane. Windecker and Ruder (2013) conducted a study in which they have ranked alternative fuels (AFs) on the basis of cost, environmental performance and efficacy

3.6 Legal 
Legal factors affecting the company’s business are related to law, rules and regulations operated in a particular country. Therefore, a government policy regarding fuel price hike places a negative effect on a fleet business. 


4.0 Porter’s Five forces
Porter’s model of 5 forces describes the bargaining power of the suppliers and the customers, rivalry of competitors and threat of substitutes and new entrants. This section explores each force in detail.
4.1 Buyer Power
The logistic business is based on two main factors, price and quality of service. Due to the severe competition in this sector switching costs are low and therefor the bargaining power of buyer is strong. Companies that have small but powerful customer base are subject to increased demands of discounts and offers.
Company X will need to control this bargaining power by: 
• Building a large base of customers. 
• Continue to offer innovating new products/services
• New services will also reduce the defection of customer to competitors
• Enter into partnerships or co-destiny relationships with customers
• Offer a Vendor Managed Inventory service to make it difficult to be substituted. 
Overall bargaining power of Buyers/customers is high.

4.2 Supplier Power 
There are numerous suppliers a logistic company can source their raw materials from however dominant suppliers can decrease the margins Company X, can earn in the market. Such suppliers in the Services sector will use their negotiating power to extract higher prices from logistic companies. This impacts the profitability of the logistics industry. 
Company X will need to control this bargaining power by:
• Building robust supply chain with multiple suppliers. 
• Exploring alternative materials and products 
• Developing partnerships or co-destiny relationships with suppliers.
• Develop third party manufacturers whose business solely depends on them.
 Overall bargaining power of suppliers is high.

4.3 Threat of New Entrants
The logistic Industry has following characteristics:
• High capital requirement
• Potentially high profit margin.
• Limited opportunity of expansion into a new sector.
• Lower government restriction as the industry is globally driven
The logistic industry is quite profitable as there is a constant demand for the movement of cargo. New entrants will need to bring innovation in operations and technologies and attempt to assert pressure through lower pricing strategies and reduced costs but will ultimately have to a unique selling point to break into the market.
Capital requirement of the shipping industry is very large, so the threat from the new entrants is less. As the capital is very large the profit is also too high in shipping industry. Because all exporters and importers know the best mode of transport for their goods is the shipping line. Most of the countries’ main economy evolves from the shipping industry. So the government will give full support for the new entry.
Company X will have to manage all of these challenges and build effective barriers to safeguard its competitive advantage by: 
• Building economies of Scale to lower fixed unit cost
• Innovate new products or services.  
• Invest in R&D – New entrants are less likely to enter a dynamic industry where established player keep defining the standards.
• Build brand loyalty.
• Differentiate its services.
Overall threat of the new entry is moderate to high.
4.4 Threat of Substitutes
In the current globalized world customers won't compromise for anything. If they are not satisfied with your service they will jump to other substitutes who can give better rates and services.
• Availability of the substitutes is high.
• Price of substitutes is high.
• Quality and performance of the substitutes is high.
• Switching cost is high.
The threat of substitution arises when a new product or service meets a similar customer needs in a different way or there are delays or quality issues that drive a customer to look for an alternative. The threat is high if it offers a value proposition that is uniquely different from what the industry is offering.
Company X will have to manage the threat of substitution by:
• Staying ahead of the game with innovation 
• Understanding the core needs of its customers.
• Inflating the switching cost for the customers.
Overall threat of substitutes is moderate to high.

4.5 Rivalry 
The logistics industry is highly competitive and the rivalry can be summarized as follows:
• Number of competitors is high.
• Industry growth is high.
• Competitor's move to new customer is low.
The intense competition means less profitability for Company X so they will have to manage the threat of rivalry by: 
• Creating a sustainable differentiation 
• Building economies of scale so that they can compete better
• Collaborate with competitors to increase the market size.
Overall competition in the industry is high.
5.0 SWOT Analysis
	STRENGTHS
	WEAKNESSES

	
· Numerous years of experience in the transportation industry.
· High customer satisfaction level.
· Well established in the fleet transport industry

	
· High Absentee rate.

· Increasing competition leads to worsening of price and hence affects the profit.

· No investment in training.

· High labour costs


	OPPORTUNITIES
	THREATS

	· Invest in training.
· Improve Safety procedures and record
· Win more contracts in the UK thus    increasing the market share of the company.
· Social Media.
· Emerging Technologies 
· Electric vehicles

	· Changing market conditions and customer requirements
· Economic downturn can lead to a decrease in demand.
· Amazons entry into the Logistics market.
· Increasing fuel cost.
· Changes in laws and policies of government.
· Increasing competition in the market.
· Safety record
· Not keeping up with technological advancements.








6.0 Resource Based View
Organizational knowledge is an important bundle of intangible resources that can be the source of a sustainable competitive advantage (Hitt, Ireland, and Hoskisson, 1999). In fact, it has been argued that knowledge has the greatest ability of all resources to serve as a source of sustainable differentiation
The management team of company X could be drawn, like many, into focusing predominantly on the analysis of tracking the quality, cost and delivery both their own and their competitor’s services. This is not to say that such information will not prove important in their quest for continuous improvement or competitive advantage but it may prevent them from lifting their heads to focus on developing the resources and core competencies that will position them to adapt quickly to changing market conditions and emerging technologies and therefore differentiate them from their competitors.  
[image: ]
Such an alliances for Company X could be that, such as the one between Cornwall based firm Burcombe Haulage Ltd and Volvo. Together they have developed a smaller cab for improved maneuverability and a specialized clutch that improves the numerous gear changes and therefore shortens journey times when negotiating the narrow and steep routes of Cornwall.

Some of the instruments that could be utilized to create a unique selling point and the desired competitive advantage are discussed below:
6.1 Strategic/Small Business Units (SMU)
Small business units can be created within the company to accommodate a specialised customer, product or technology. The SBU’s goals, objectives and business plan can be developed as if it were a separate business entity. Fresh meal and sandwich facility
The creation of a SBU allows the company to differentiate new products and services for certain markets or customers than they normally cater for with their core business. It can also allow a company to elude the influence of certain political, economic or social constraints that the larger company could not.
Other advantages of opening a new division or SBU is that it can be strategically located to ensure your employees and services are closer to your specific customers. This will create the ability to expedite you customers’ requirements providing you a solid foundation on which to grow your business.
Having a SBU that has specific goals and objectives can also allow for easier and more efficient decision making. A designated executive or manager can be appointed to make independent decisions based on the divisions’ requirements rather than the organisations as a whole. This is important as it can encourage innovation and entrepreneurship as a SBU can incorporate the character and agility of small business while still having the financial and reputational stability of a larger, established company.

6.2 Block Chain Technology (BCT)
Companies that have set up localised block chain networks with trusted suppliers and counterparts are experiencing significantly lower transaction costs. Companies are already using BC technology to track items/goods through complex supply chains giving full visibility and traceability regarding when, where from and how their product is entering the supply chain. This allows a company greater confidence or, if required, proof of the sustainability of their supply chain, as it provides a form of supply chain mapping. (Duque, 2016) Therefore this could prove a particularly important core competency in the future in regard to what was discussed earlier in the social, political and environmental demands that are being placed on supply chains and the companies therein. To encourage and expand its use the substitute BCT must not only offer an equal if not improved functionality but also a system that can easily be integrated or adopted. 
6.3 Vendor Managed Inventory (VMI) 
This is an integrated system where vendors have the responsibility of managing their products within their customer’s inventory. The benefits of operating this system is the supplier has the visibility to monitor how quickly their product is being sold. This allows them to be more predictive and there for more responsive to a customer’s stock levels than just waiting on a purchase order. Such a system negates the problem of minimum order quantities and its subsequent issue excess stock as the supplier will inherit the responsibility of providing the required quantity. This results in the customer spending less time monitoring inventory and processing purchase orders and invoices, and allows them to invest more time in optimising other aspects of their business. Having full visibility of the demand for their product/s allows the supplier to better prepare and control their supply and therefore protects them from the risks of poor forecasting or excessive demand from the customer which can often result in the supplier bearing additional costs for shipping and returns. Gerchak and Wang (2004) investigate revenue sharing to ﬁx the inventory problem, while Granot and Yin (2008) analyse the coalition approach as a means of mitigating the pricing effect.
It is true that managing the inventory for your supplier will incur additional work and cost, however the benefits of having greater visibility and control of your service coupled with the partnership type relationship you will have entered into with the customer will help to cement your future involvement with them due to your improved level of service and the increased level of complexity for them to replace you.
6.4 Social Media
The German company DHL is now recruiting via WhatsApp. Thomas Ogilvie, their head of HR said: “To reach potential applications, we need to go to places they are spending their time anyway.” They are utilizing the App to create a formless application process that can be paused and resumed later. They have identified the current trend for all communication whether it shopping, banking, emailing, job searching being performed instantly through your phone and the company believes one of the advantages of this process is that it provides the most efficient application time
[bookmark: _GoBack]It will be intriguing to see if WhatApp works as a method of recruiting staff. But, whether or not this particular initiative is successful, it is clear that the industry needs to find innovative ways of bringing people into logistics to meet future demand for staff. (Deutsche Post, 2019)


7.0 Conclusion
Prahalad and hamel provide evidenced examples where a portfolio of competencies versus a portfolio of businesses has proven to be more beneficial but the modern organization looking to develop a strategy for achieving the elusive competitive advantage or unique selling point must look to blend the two. They must be courageous enough to look past short term financial gain and identify the other influences that will secure their long term success. The world is changing, natural resources are depleting and there are increasing areas of economic distress and society is demanding action. Porter and Kramer (2019) also discuss this in their concept of shared value where propose a company’s competitiveness is dependent on the communities around it or it serves. They define shared value as the "policies and operating practices that enhance the competitiveness of a company while simultaneously advancing the economic and social conditions in the communities in which it operates”
Above is only a snapshot of what should be considered the real competitive advantage will lay with the companies that are able to investigate in more depth and coalesce into right strategic recipe.
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