Strategic Management Model

Trucking Industry

Quality Delivery Service Inc.

Prepared by:

Geneva Fluary

Lawrence Starzyk

Kamal Subnani

Table of Contents

iiTable of Contents


iiiIntroduction


iiiCompany Information:


ivLeadership Team


vExecutive Summary


1Mission & Vision Statements


1Mission Statement


1Vision Statement


1Code of Ethics


2November 29, 2003External Factor Evaluation


3External Factor Evaluation


3Economic


3Social, cultural, and Demographic


3Environmental


3U.S. Clean Water Act:


4Hazardous Materials:


4Political, Government, and Legal


4Securities and Exchange Commission Regulation


4Technological


5Competitive


5External Factor Matrix


6Internal Assessment


6Strengths


6Weaknesses


7Internal Factor Matrix


8Long Term Objectives


9Generate, Evaluate, and Select Strategies


10TOWS Matrix


12Axis on the SPACE Matrix


13SPACE Matrix


14The Quantitative Strategic Planning Matrix – QSPM


15Strategy Implementation


17Measuring and Evaluating Performance


19Conclusion


20Recommendation


21Bibliography





Introduction
Company Information:


Quality Delivery Service, Inc. (QDS)

Company Background:


Paul and Lorraine Wilson established and incorporated QDS in 2001. This was a result of Paul’s prior company (Leasemore Trucking) liquidating and going out of business. A handful of customers from Leasemore had promised their business to Paul if he were to establish a delivery service. Paul and Lorraine pooled their savings and started QDS. They purchased two delivery vans from Leasemore at the concept of their company. QDS now has six delivery vans in service. Revenues average approximately one million dollars per year. There are 8 full-time and 10 part-time employees who are employed in QDS. The Company’s headquarter is located in Troy, Michigan, with warehouse facilities in Sterling Heights, Michigan. Paul and Lorraine have over 25 years of combined experience in the trucking industry.

Leadership Team




Executive Summary

QDS has taken the task of evaluating its strategic business strategies. In order to ensure continued growth and prosperity, QDS management has put together this report that shows the important strategies that are being followed at QDS.

QDS has defined the company’s mission and Vision, to be financially strong; to continue growing its business; and treat its employee with the highest regard. QDS works with a solid code of ethics within the company and all employees are expected to adhere to this code. QDS is aware of the external factors that affect its business. Economic and competitive forces drive QDS to be efficient with resources. Internal strategies are in place with employees being the rising star of our company. QDS has few and minimal weaknesses that are included in this report. Our objectives are clear. QDS is a delivery service and customers along with employees drive our business. We owe prompt and efficient performance to both and we will strive to reach these objectives. We are committed to making QDS as financially sound as possible. We have developed strategies in how to approach our future. The graphs will show that we have determined that QDS should take an aggressive growth path. We feel our strategies are in line to grow quick with ample strength. We have measured our performance and strategies thus far and feel that we are performing as a very lean company. 

QDS is a very strong company. Our competitors have noticed the commitment by our managers in leading the business strategies. This report will show that QDS is not only a strong company with a solid foundation, but also capable to anticipate future business plan accordingly. 

Mission & Vision Statements

Mission Statement

Our mission is to provide quality and on-time delivery service to our customers using our valued employees who will assist in our goal of being responsible to the environment and to the financial growth of our company.

Vision Statement

To be a strong financial company that sustains consistent growth and is known as a company that treats its employees and customers as valued assets. 

Code of Ethics

We the employees of Quality Delivery Service, Inc. understand the importance of on -time delivery and quality service.  It is our practice to go one step further: to conduct business in an ethical manner.  We feel that Quality Deliver Service, Inc. and its employees have an ethical responsibility to customers and the environment.  Our Code of Ethics states those values to which we are committed, and codifies the ethical responsibility we have to the transportation industry.
This Code of Ethics is expressed in broad statements meant to guide ethical decision-making.  The Code of Ethics provides an outline, but does not cover any particular situation

I. We pledge to provide the highest quality service to all customers regardless of race, sex, or age.

II. We reserve the right to refuse services if we deem the customers’ actions to be unethical.
III. We respect the confidentiality nature of business.
IV. We respect our customers’ right to privacy.
V. We pledge to conduct business with strict regards to the environment.
VI. We pledge to strive for excellence in the transportation industry by maintaining and enhancing our skills, by encouraging the development of our employees, and by going beyond expectations.
Quality Delivery Service, Inc., does not allow the acceptance of gifts from customers or vendors.  Employees are expected to conduct business in an ethical manner, including the use of the Internet and e-mail.   

Adopted by Quality Delivery Service, Inc.

November 29, 2003

External Factor Evaluation

In order to maintain its strength in the Trucking Industry, QDS managers have identified the possible threats, and strategies have been applied to take advantage of the opportunities.

Economic

Worker productivity level will be increased at QDS because the employees are encouraged to participate in the training programs that are offered free of cost. Jenna Kundinger, Operations Manager at ABF Freight, Inc. mentioned that employees in her organization have shown great enthusiasm in learning the tools that will benefit them and the organization.

Social, cultural, and Demographic

United States consists of population from all over the world. Different languages are spoken by majority of the population including Hindi, Spanish, Chinese, Japanese, and German. It was noted that Customer Representatives at QDS have problems communicating with customers from different cultural background including those who are not very fluent in speaking English. However, upon being hired, employees at QDS go through an orientation program where they get familiar with good customer skills.

Environmental

Some of the Environment variables that represent possible threats at QDS are: 

U.S. Clean Water Act:

“The Clean Water Act (CWA) is the cornerstone of surface water quality protection in the United States. The statute employs a variety of regulatory and non-regulatory tools to sharply reduce direct pollutant discharges into waterways, finance municipal wastewater treatment facilities, and manage polluted runoff. These tools are employed to achieve the broader goal of restoring and maintaining the chemical, physical, and biological integrity of the nation's waters so that they can support "the protection and propagation of fish, shellfish, and wildlife and recreation in and on the water."  (Clean Water Act, 1)

Hazardous Materials:

“A segment of the trucking fleet hauls hazardous materials, chemicals, and fuels of various types, which could be readily and deliberately released or exploded on impact and/or detonation. Each day gasoline tanker trucks make about 50,000 trips. At many refueling depots, these tanker trucks are unattended. They deliver their fuel load to deserted gasoline stations usually late at night. There are hundreds of thousands of hazardous cargo loads hauled on U.S. roadways every day.”

Political, Government, and Legal

Some of the Governmental and legal variables that represent possible threats to 

QDS are: 

OSHA Act:

The act is meant to assure safe and healthy working conditions for both men and women in the workplace. QDS is required to meet the standards developed under the Act. (Public Law 91 – 956, 1)

Securities and Exchange Commission Regulation


SEC requires a trucking industry to notify the customers about its privacy policies and practices. In addition, the regulation describes the conditions through which an institution [Trucking Industry in this case] may disclose QDS’s customers’ information to third parties. Finally, the regulation provides a method by which customers’ information can be prevented from getting to a third party, subject to exceptions in Secs. 248.13, 248.14, and 248.15 (Title 17)

Technological

In this age of advanced Information Technology, the quality process of QDS has increased dramatically. New computer systems have been installed at QDS with software that accomplishes tasks in less than a minute than before. Employees have been able to perform multi-tasks on their workstation that includes answering customers’ questions over the phone while entering information in databases. Technological factor has definitely been of great importance to QDS.  

Competitive

This factor has been of a greatest concern to QDS because of the ongoing acquisitions by the rival firms. Competitors have been charging customers a low price in comparison to QDS’s delivery and shipping costs. 

External Factor Matrix

	KEY EXTERNAL
	WEIGHT
	RATING
	WEIGHTED SCORE

	 FACTORS
	
	
	

	OPPORTUNITIES
	 
	 
	 

	Diversification in Customer Base
	0.08
	3
	3.08

	Premium Service
	0.14
	4
	4.14

	Employee Training
	0.13
	5
	5.13

	Computer Advancement
	0.09
	3
	3.09

	Quality Process
	0.08
	4
	3.08

	THREATS
	 
	 
	 

	Rise in Delivery/Shipping Costs
	0.06
	3
	2.06

	Transportation
	0.05
	1
	1.05

	Ongoing acquisitions by Competitors
	0.13
	2
	3.13

	Consumer concern for damages
	0.13
	2
	3.13

	Transit time
	0.11
	1
	2.11

	 
	1
	 
	3


Internal Assessment

Strengths

The strengths of QDS are those areas that enhance the organization and give the company an edge in the industry.  The trucking industry is ever changing the experience of key management personnel at QDS. QDS allows its personnel adapt to the environment and the needs of the customers.  Located in a prime distribution channel, QDS is able to provide logistic services to the Metro Detroit area.  From trade shows to manufactured goods, QDS gives its steady customer base a reliable freight carrier.  QDS has been able to manage its cash flows effectively to capitalize and maximize its $1,000,000 revenues.  With the high number of part-time workers at QDS, overhead costs are below industry norms, as compiled by the National Motor Freight Association (www.nmfa.com).  Within the management staff, full-time and part-time workers, QDS has a culturally diverse workforce.  This gives QDS multiple perspectives, openness to new ideas, increased creativity, increased flexibility and increased problem solving skills. (Robbins, 2001)

Weaknesses

The weaknesses of QDS, are areas that must be addressed in order for the company to move forward successfully with its strategy.  While QDS enjoys low overhead costs, the number of part-time workers has led to high-turnover rates, which in turn has lead to high training costs.  Currently QDS only offers LTL service (less than truck load).  There are many areas that QDS can expand within the local area. For instance, in Canadian shipments; dedicated loads would be ideal for the local steel and capital equipment manufacturers; time definite delivery; and finally outsourced extended services.  There are currently five managers for twenty employees, with bulk of the employees under the supervision of the Operations manager.

Internal Factor Matrix

	KEY INTERNAL
	WEIGHT
	RATING
	WEIGHTED SCORE

	 FACTORS
	
	
	

	Internal Strengths
	 
	 
	 

	Experience of key personnel
	.23
	4
	.92

	Located in key business area
	.14
	3
	.42

	Steady customer base
	.13
	4
	.52

	Good cash flow management
	.09
	3
	.27

	Low overhead
	.08
	3
	.24

	Culturally diverse personnel
	.08
	3
	.24

	Internal Weaknesses
	 
	 
	 

	Training cost of drivers
	.05
	1
	.05

	Low diversification – currently only LTL services are offered.
	.13
	2
	.26

	High employee turnover (drivers/warehouse)
	.06
	2
	.12

	Low management to staff ratio
	.01
	1
	.01

	 
	1
	 
	3.05


Long Term Objectives

The following long-term objectives reflect our ultimate goal of prompt delivery and efficient service to both customers and employees of Quality Delivery Service. Time is not specified in these objectives because they might have financial and technological limitations.

· To provide the most efficient and prompt delivery to our customers by achieving an on-time delivery success rate of 90%.

· Make decisions that allows the best opportunity for our company in order to provide and sustain a profitable financial outlook

· Provide safety to employees in their work environment by following environmental guidelines and ensuring that all equipment is in safe and working order

· Provide information to our customers to ensure decisions are made with the most accurate information as possible.

· To create a work environment that satisfies our current employees as well as being attractive to potential employees

· To continually manage our business with growth and profitability as our continual goal

· Seek ISO 9001 certification

Generate, Evaluate, and Select Strategies


Managers and employees of QDS used the strategic formulation techniques that helped them in generating and selecting strategies. The three stages involved in strategic formulation were 1) TOWS Matrix 2) SPACE Matrix and 3) Grand Strategy Matrix.

Using the TOWS Matrix, QDS managers and employees were able to determine four types of strategies: SO, WO, ST, and WT respectively. In order to determine the SO strategies, the managers and employees took into consideration QDS’s internal strengths to take advantage of the external opportunities. WO strategies were determined to improve the internal weaknesses by taking advantage of external opportunities. ST strategies were derived taking into consideration QDS’s strengths to avoid or reduce the impact of external threats. Finally, WT strategies were derived in order to reduce internal weakness and avoiding external threats. 

TOWS Matrix

	
	STRENGTHS – S


1. Experience of key Personnel. 
2. Located in key business area.
3. Steady customer base. 
4. Good cash flow management. 
5. Low overhead costs.
6. Culturally diverse personnel.
	WEAKNESSES – W


1. Training costs of drivers.
2. Low diversification.
3. High employee turnover.
4. Low management to staff ratio.

	OPPORTUNITIES – O


1. Diversification in customer base.

2. Premium Service. 

3. Employee training. 

4. Computer advancement. 

5. Quality Process


	SO – STRATEGIES


1. Stabilize customer base.
2. Offer eminent service.
3. Accumulate adequate information from key personnel. For example, 

4. Involve important personnel in making innovative decisions.
	WO – STRATEGIES


1. Hire contract employees (truck employees) to reduce the costs.
2. Offer fewer mandatory training workshops for the truck drivers.
3. Relocate employees into locations where they can communicate well with a diversified customer
4. Update the current website with maximum information for customers.

	THREATS – T

1. Rise in delivery/shipping costs.
2. Transportation.
3. Ongoing acquisitions by competitors.
4. Consumer concerns for damages.
5. Transit time. 

	ST – STRATEGIES

1. Improvise shipping consignments.
2. Offer discounted shipping prices to attract customers in key locations.
3. Avoid possible damages of goods by taking precautionary measures in packaging department. 

4. Expedite transit time of shipments.
	WT – STRATEGIES

1. Hire employees in locations where ample help is provided to the management.
2.  Improvise relationships with customers by providing them with top-quality customer service. For example, customer requesting a refund for damaged goods.
3. Do not send novice truck drivers to deliver goods that needs an accelerate attention.  


In developing the SPACE Matrix, managers at QDS used a four-quadrant framework. The framework helped the managers determine whether a) aggressive b) conservative c) defensive d) or competitive strategies should be used. Thereafter, four important factors namely a) Financial Strength b) Competitive Advantage c) Environmental Stability d) Industry Strength were used for QDS’s financial positioning and in plotting the axes of the SPACE Matrix. Based on the directional Vector Coordinates, it was concluded that QDS should pursue Competitive Strategies. 

Axis on the SPACE Matrix


[image: image1]
SPACE Matrix

	FINANCIAL STRENGTH

QDS has managed its cash flow by maximizing the revenues to $1,000,000.
 
Operating Income has increased by 10%.


	RATINGS

4.0


3.0

______
7.0

	INDUSTRY STRENGTH

Overhead costs is below the industry norms. 

Quality process has increased at QDS.


	

3.0


4.0

______
7.0




	ENVIRONMENTAL STABILITY

Employees are exposed to hazardous materials. 

On times, conditions of OSHA act are not fulfilled. 

	

-5.0

-4.0

______
-9.0


	COMPETITIVE ADVANTAGE

Competitors have been acquiring boundless customers of QDS. 

QDS has provided its customers with top-notch quality service.

 

	

-3.0

-5.0

_____
-8.0

	CONCLUSION

ES Average is -9.0/2 = - 4.50 - IS Average is  + 7.0/2 = 3.50
CA Average is  -8.0/2 = - 4.00 FS Average is +7.0/2 = 3.50
Directional Vector Coordinates: x-axis: - 4.00 + (+3.50) =  -1.14
                                                        y-axis: - 4.50 + (+3.50) =  + 1.15

	

	QDS should pursue Aggressive Strategies.
	


QSPM (Quantitative Strategic Planning Matrix) is the final stage that is often known as the Decision Stage. Managers and employees at QDS suggested a list of strategic alternatives. The main function of this matrix is to determine which alternative strategies will be best for QDS. Following were used in determining the alternatives: 1) External opportunities 2) External Threats 3) Internal Strengths 4) and Internal Weaknesses. Critical success factors that were previously derived from the EFE Matrix and IFE Matrix were included in QSPM. Key Factors that would not make a difference in shaping the strategic alternatives were ignored. 

The Quantitative Strategic Planning Matrix – QSPM

STRATEGIC ALTERNATIVES

  Key Factors




Weight


AS

TAS

Opportunities

1. Diversification in customer base.               

.08


4

.32
2. Premium service.



.14


3

.42

3. Employee training.



.13


2

.26
4. Computer advancement.



.09


3

.27

5. Quality process.



.08


3

.24

Threats

1. Rise in delivery/shipping costs.


.06


-

-

2. Transportation.




.05


2

.10
3. Ongoing acquisitions by competitors.

.13


4

.52

4. Consumer concern for damages.


.13


4

.52
5. Transit time.




.11


3

.33
Strengths
1. Experience of key personnel.


.23


3

.69
2. Located in key business area.


.14


3

.42

3. Steady customer base.



.13


-

  -


4. Good cash flow management.


.09


4

.36
5. Low overhead.




.08


2

.16

6. Culturally diverse personnel.


.08


3

.24

Weaknesses

1. Training costs of drivers.


.05


3

.15

2. Low diversification.



.13


2

.26

3. High employee turnover.


.06


-

-

4. Low management to staff ratio.


.01


2

.02


Sum Total Attractive Score


1.0




5.28
Strategy Implementation

QDS is in a position where it can pursue an aggressive and competitive strategy. Based on the evaluations, QDS will pursue an intensive strategy that will improve upon the existing services. As a service provider, QDS will use product development (service) in an effort to increase sales. This type of strategy was chosen for the following reasons:

1) QDS has a successful, mature service that will allow the company to introduce new services to its already satisfied customers.

2) QDS competes in an industry that has rapid technology improvements. The Internet has become a vital tool for the transportation industry, allowing for on-line tracking, quotes, and service guides.

3) QDS has major competitors that offer quicker delivery times and larger service areas

4) The Transportation industry is rapidly growing with new entrants into the market and merging companies. (Daft, 2001)

Product development normally relies on large R & D capabilities. While QDS does not have a R & D department per se, however, QDS has a team that is continually researching new ways to cut delivery time, research quicker service routes, and other ways to boost the competitive edgy of the company.

    As QDS implements its strategy, it will establish annual objectives. These objectives will set the basis for resource allocation, will aid in the evaluation of management, will monitor the progression of QDS’s long-term objectives, and establish priorities. (Daft, p. 238) Annual Objectives for 2004 are as follows:

Organizational – Increase revenues by 30%

Research Team – find routes that will cut local delivery time by 35% and long haul delivery by 1 day.

Operations – achieve 90% on-time delivery through coordination with warehousing and transportation staff.

Marketing/Sales – add 5 new customers per quarter.

IT – improve on-line tracking methods, create on-line invoice viewing, and begin new MRP/Accounting software implementation

Finance – Obtain 3 new trucks, purchase integrated MRP/Account software package

Personnel – Add 4 contracted drivers.

       The policies of QDS define the procedure, rule, and practices of the company. As QDS implements its strategy, the employee handbook will be updated to reduce recurring problems such as employee absenteeism, excessive Internet use, and sexual harassment.  As QDS moves forward, procedures will be streamlined in preparation of seeking ISO 9001 status.  QDS’s policies and procedures need to be consistent and documented.

   In order to develop QDS’s services, as part of the product development strategy, QDS will hire an outside firm to develop a marketing plan to identify market segments and to position its services. QDS currently has the capital to implement its chosen strategy due to its cash flow management. As QDS continues with implementation, management will continuously monitor progression.

Measuring and Evaluating Performance

“Strategy evaluation is necessary for all sizes and kinds of organizations.” (David, P303). In order to ensure that QDS has the proper strategies in place, the management team has evaluated its strategies in a year-by-year comparison. There are three major questions that QDS requires its management to address: 1) Have major changes occurred in QDS’ internal strategic position? 2) Have major changes occurred in QDS’ external strategic position? 3) Has QDS made progress towards its strategic objectives? Based on the answers to above-mentioned questions, QDS management can identify which strategy needs to be adjusted. At this time, there ha been no major changes in QDS’ internal or external strategies. The strategies have been identified and both are found to be of sound standing. QDS is making good progress in achieving its set objectives. With these answers the evaluation of the strategic requires no major changes to the company or its direction at this time. 

QDS also has measured its organizational performance. As part of this task QDS responded to the following questions: 

Question – 1: Is the strategy internally consistent?

Answer: Yes, QDS continues with a strong customer base with some growth

Question – 2: Is the strategy consistent with the environment?

Answer: Yes, QDS continues to be environmentally driven.

Question – 3: Is the strategy appropriate in view of available resources?

Answer: Yes, during the current economic downturn, business has slowed down a bit, which has allowed QDS to use resources more efficiently. The result has been a leaner company.

Question – 4: Does the strategy involve an acceptable degree of risk?

Answer: Yes, with the slower economy, QDS has continued to show profit and invested in the future and newer equipment. These investments along with the renewal of truck leases have shown the risk of continued business and a chance that the economy will pick up over the next year. Expenditures at this time will put QDS in a better position to absorb increased business.

Question – 5: Does the strategy have an appropriate time framework?

Answer: Yes, all strategies are compliant with company objectives and QDS is hoping to have all changes implemented prior to any recovery in the economy. Being proactive may help QDS gain business over time.

Question – 6: Is the strategy workable?

Answer: Yes, with the current business strategies that QDS has put into place, the company seems to be as fundamentally sound as it ever has been. The management team is committed to the strategies and objectives created and stand by this commitment as well.

QDS has evaluated risks and developed a contingency plan to assist in its set strategies if the economy or business should take a quick downturn. Leases on trucks and equipment are staggered on an annual basis. As part of the contract with the leasing company it is agreed that trucks may be returned back earlier. However, QDS would be responsible for half of the lease payment. With the current customer base that QDS has, it is viewed that business can only be lost by outside competition. With the service and loyalty that QDS has provided it is felt by the management team that QDS is best in class in terms of delivery service and current customers will remain requiring our service. 

Conclusion

QDS has developed a Business Strategy that will capitalize on its strengths and opportunities, while minimizing its weaknesses and threats. Long-term objectives, which include seeking ISO 9001 certification, as well as continuing to improve the provision of efficient and prompt delivery provides incentive for QDS to continue on its path of excellence. Annual objectives for 2004, which set the basis of recourse allocations and management evaluation, includes increasing revenue by 30%, and achieving 90% on-time delivery.  

QDS through careful evaluation has decided to implement an aggressive strategy that is intensive.  As part of its implementation process, QDS will update policies and procedures, hire an outside marketing firm to help identify current and new market segments and to help position QDS services.  QDS is a good profitable company; as it moves forward, QDS will become an excellent company that is profitable and reliable.

Recommendation

This report stated in the Strategy Implementation section, "QDS is in a position where it can pursue an aggressive and competitive strategy." The writers of this report believe that QDS should continue with the aggressive strategy outlined in this report. This business strategy will not only enhance the possible growth of the company, but will ensure that QDS is competitive and will be considered as a first-in-class delivery company. The strategies are driven by our commitment to both customers of our service and the employees that perform the service. The strategies are bread and butter of our company and in development and implementation of the strategies we have proven that we are committed to those we serve. 
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