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Question 1 

In answering this question, it is important that the student covers not only the advantages and 
disadvantages of outsourcing, but also the advantages and disadvantages of retaining the 
management of its logistics operations in house. 
 
The following are the main points which should be included when answering this question, with 
examples used to illustrate the points made: 
 
Advantages of retaining In House 
 

• Direct employment and control of staff involved 

• Direct communications between logistics staff and all other functions in the company 

• Ensures common targets and objectives across the whole business 

• A single IT platform can cover logistics as well as production, sales etc. 

• Direct negotiations with carriers on rates/services – can get best deal particularly for large 
exporters/importers  

• Individual services can be sub-contracted if required 
           
Disadvantages of retaining In House 
 

• Managing logistics is a distraction from core business          

• May not have sufficient scale to get best freight rates          

• May not have sufficient scale to attract best logistics staff          

• Additional HR tasks to recruit, train and manage specialist staff for logistics functions          

• Need to devote resources (including capital) to IT systems, warehousing facilities etc. 
 
Advantages of Outsourcing 
 

• Easy availability of specialist expertise and systems, including sophisticated pipeline tracking, 
inventory management, documentary processing etc. 

• Major logistics providers have worldwide capability – instant support in new markets 

• Logistics providers have strong purchasing power 

• No requirement to allocated scarce capital resources for investment in warehouses, 
transport facilities etc. 

 
Disadvantages of Outsourcing 
 

• Arms length relationship with management of the logistics provider 

• Can be difficult to remove/change third party providers 

• Longer communication chain 

• Provider may subcontract, so further loss of control 

• Risk of loss of secure information/business secrets 



• A profit element goes to the third party 

• Goals of the provider may be different from your own 
 
Question 2 

Students should start their answer by explaining in outline the concept of the multimodal door to 

door transport system, and the role of transfer points. 

 

The description of transfer points should cover in detail the physical assets, human resources, and IT 

systems needed. It is important to use examples of specific types of transfer points 

Physical assets: 
 
These will include (depending on the specific transfer point described): 

• Infrastructure - sufficient land area with required surface + load bearing strength both for 
the transfer activity, and to store cargo/units between arrival/departure; additionally ports 
will require adequate berths and depth of water 

• Equipment for transfer and for storage areas e.g. cranes/lifting equipment, transfer vehicles 

• Fencing/gate control areas/lighting – security and safety requirements 

• Rail sidings if rail connected 

• Weighbridge/weighing equipment 

• Maintenance and repair facilities for equipment 

• Customs/Health inspection facilities (if the area is used for statutory clearances) 

• Electric plug in points for refrigerated cargo 

• Office Buildings for staff employed at the transfer point, and possibly agents’ offices 
 
Human Resources     

• Skilled operators for the equipment used 

• Staff to plan/control/manage the operation 
 

It is important to stress the importance of education and training, employment standards, health 

and safety, communication, 24/7 operations requiring shift work 

 

IT Systems  

• System to track units from arrival to departure at the transfer point, including an accurate 
record of location, and when moved 

• System to record cargo details/weight/hazardous/reefer etc. 

• If the transfer point is a port or other customs controlled facility, it will also need systems to 
manage customs status/clearance etc.  

• Planning systems, e.g. container terminals will require a vessel stowage system; rail 
terminals will require train load planning system 

• System to communicate/exchange information with lines/agents/hauliers etc. 

• Billing systems 
 

Reasons for Delay 
 
Students should give examples, with reasons, of why delays may occur at transfer points. The 
following are some suggestions: 

• Shortage of physical assets e.g. berths, yard space, gate capacity, equipment to lift/move 
cargo/containers 



• Labour shortages 

• Peaks in arrival of ships/trains/trucks 

• Failure of IT systems, equipment breakdown 

• Adverse weather 

• Delays due to regulatory authorities e.g. customs 
 
Question 3 
 
Before describing the range of services offered, it is helpful for the student to provide a brief 

definition of logistics, as this shows an understanding of the objective of the services which a 

logistics company offers. 

The range of services should include the following, each of which should be briefly described in the 

answer, with examples: 

• Providing/managing door to door transport (including different modes as required) 

• Documentation/Customs clearance etc. 

• Shipment Tracking – IT systems to plan and manage the inventory from supplier through to 
point of use/sale 

• Calling forward and/or consolidating cargo at/near point of supply 

• Providing and operating warehouse facility(ies) for client; 

• Labelling and Packaging 

• Local distribution/Last mile delivery 

• Management of returns (return to warehouse or supplier, including repackaging or 
recycling) 

 
An analysis of the way in which these services enable a global supply chain to function effectively 
can be approached in a number of ways. It is suggested that the following features of logistics 
services should be included in the answer: 
 

• Regular, reliable and frequent services enable products to be sourced from almost anywhere 
globally 

• Containerisation, together with proper packaging and handling ensure goods are protected 
from damage/pilfering and arrive in good condition for sale/use at destination 

• IT systems provide vital visibility on the supply chain, e.g. stock management, in transit and 
at warehouse – information in real time; exception reports so that corrective action can be 
initiated quickly in case of delays 

• Providing confidence to the customer that goods will arrive as scheduled, and managing any 
delays, and consequences of delays 

• Supply chain management can reduce overall costs, so making it cost effective to source 
goods from cheaper suppliers, even if they are further away 

• Logistics can combine different modes of transport to give an optimum balance between 
speed and cost, and manage supplies from different sources, providing resilience in the 
supply chain 

• Managing communications with all parties in the supply chain 
 
 
Question 4 
 



There is not necessarily a single ‘correct’ answer to each part of this question. Commercial 
circumstances may differ in particular trades, and it is therefore important that the student links 
their answer to particular trades/cargoes. The following are however the general principles which 
are likely to determine the reasons for different freight rates in the circumstances set out in the 
question. 
 
Part (a): The same cargo shipped in different directions 
 

• Differences in supply vs demand on the different trade legs 

• Different dominant vs non dominant legs in many trades  

• Availability of capacity (vessel or aircraft space) 

• Differences in the level of competition on the different legs 

• Container availability (surpluses/deficits) 
 
Part (b): The same cargo, shipped on a direct port to port service, compared with a transhipment 
service 
 

• Longer transit time for transhipment service (not always the case) 

• Perceived risk of delay/short shipment with transhipment service 

• Costs of the two services will differ; while the transhipment service will have the added cost 
of transhipment handling and feeding the cargo, a line may offer the transhipment service 
instead of a direct service to reduce its costs by gaining economies of scale on the main leg 
of the journey 

• Competitive factors – number of direct vs transhipment services offered by competitors 

• In different circumstances, a transhipment service may be cheaper or more expensive than a 
direct service 

 
Part (c): The same cargo between the same two points, but shipped by two different shippers 
 

• Different volumes of cargo 

• Contract or spot business 

• Different shippers may have a different importance as a customer to the carrier (e.g. multi-
trade support) 

• Regularity/reliability of shipments 

• Prices offered by competition 
 
Question 5 
 
The first part of this question asked the student to describe the role of distribution centres in the 

supply chain of an importer of consumer goods. 

An explanation of the following functions of a distribution centre should be included in the answer: 

• A location for keeping stock, strategically placed for delivery to the point of 
sale/consumption 

• Warehousing activities to ensure safe and secure storage of stock including records at SKU 
level, and access to stock as required 

• Used for assembly of loads of goods from different origins for delivery to final location (e.g. 
retail outlet), optimising load sizes/types of product to individual destinations 

• Labelling/pricing/retail packaging for the specific destination market(s) 



• Management of returns, environmentally appropriate disposal of packaging, unusable stock 
etc. 

• Ensure stock availability at short notice to deal with variable/unexpected demand 
 
The second part of the question covers the advantages of single centre vs. using multiple centres in a 
particular country.  
 
The following factors should be discussed in the answer: 
 
Advantages of a single centre: 
 

• Reduces total stock holding/warehousing costs (capital, systems, overheads etc.) due to 
economies of scale 

• Stock can be diverted to different retail outlets to respond to short term changes in demand 

• Requirements for retail packaging, pricing etc. can be centralised at a single location 

• Returns can be handled through a standard processing centre 

• Multiple centres increase overall costs/complexities of operation 
 
Advantages of multiple centres: 
 

• Orders can be responded to more swiftly as DCs are closer to end user 

• Shorter distances for retail delivery – may reduce overall transport costs 

• Individual centres being smaller will be more customer focused/designed to meet specific 
requirements 

• In case of operational problems with a single centre all deliveries are affected; with multiple 
centres there are alternatives in case of problems with one of the centres 

 
It is important to use specific supply chain examples (type of goods, and country where they are 
being distributed) in the answer, and therefore the particular points made should be appropriate to 
the example(s) chosen.  
 
Question 6 
 
Part (a)  

Reference to the key factors for the chosen business should include: 
 

• Lead time for supply (use of different modes) 

• Reliability of supply, including alternative/emergency sources of supply 

• Variability in demand (what factors affect consumer demand) 

• Quality of forecasting 

• Perishability 
 
Part (b) 
 
A number of factors have disrupted supply chains, and therefore inventory levels, during the 
pandemic; Students should cover the subject as broadly as possible, rather than focusing on only 
one or two issues. It is suggested that reference should be made to the following: 
 
Demand factors: 

• Increase in consumer demand as spending shifted from services to goods during lockdowns 



• Different products required e.g. Personal Protection Equipment (PPE) 

• Panic Buying 
 

Supply Factors 

• Severe disruption at ports due to labour shortages in the port, shortage of haulage and of 
rail capacity due to staff off sick, lockdowns etc. 

• Ships delayed waiting berths, and slow container handling rates 

• Therefore less weekly capacity; any spare ships available for charter quickly taken 

• Shortage of air freight capacity, due to cancellation of passenger services (which also carried 
freight) 

• Container shortages, as boxes were delayed both on ships, and awaiting cargo delivery 
 

Outcome 

• High freight rates; high carrier profits 

• Shortage of capacity for cargo 

• Longer door to door times, also greater uncertainty on delivery dates 
 

As well as explaining what has happened, it is important that answers suggested possible solutions, 
including 

• Holding higher inventory levels 

• Multiple suppliers, including near shoring alternatives to shorten the supply chain 

• Use of different modes, or different routes 
 

Specific examples should be given to support the answer 
 
Question 7 
 
This question is intended to test students’ knowledge of specific types of bills of lading/waybills, in 
order to contrast the specific features of the three pairs of documents given in the question. 
 
Students therefore need not only to be able to set out the three functions of a bill of lading, but 
explain how these apply in the different documents in the question, along the following lines: 
 

(a) The main distinguishing feature between a bill of lading and a waybill is that a waybill is not 
a document of title, while it fulfils the other two functions of a bill of lading; this also affects 
the circumstances when a document needs to be surrendered to take delivery of the cargo 

(b) A straight bill of lading is not a negotiable document, although it does fulfil the three 
functions of a bill of lading, being a document of title; toe answer should explain the way in 
which a ‘to order’ bill can be negotiated, together with how the various boxes should be 
completed on the document 

(c) The fundamental difference between a ‘through transport’ and a ‘combined transport’ bill of 
lading, is that for the former, the carrier issuing the bill of lading acts as agent for any pre-
carriage/on-carriage,  while in the case of the latter, the carrier is liable as principal from 
place of acceptance to place of delivery; the answer needs to explain the implications of this 
for the carrier, and the shipper/consignee 

 
An important part of the answer is to give examples of how the different documents are used 
commercially, rather than just giving a ‘theoretical’ explanation 
 
Question 8 
 



Part (a) 
 
In explaining the origin and development of INCOTERMS, and the role which they play in 
international commerce, the following aspects should be covered:  
 

• First introduction of Incoterms, and role of International Chamber of Commerce (ICC) 

• Process of regular updates – current version is 2010 with 2020 just published 

• Purpose is to provide standard terms which are generally accepted in contracts of sale 

• Which parts of the contract of sale are covered by Incoterms, and which are not covered 

• Requirement for the Incoterm to be specifically incorporated in the contract, no regulatory 
requirement to use INCOTERMS 

• Number of Incoterms; split into E,F,C,D terms – certain terms for maritime transport only 
 
Although not specifically required, a summary of the main changes introduced in INCOTERMS 2020 
could be included 
 
Part (b)  
 
The answer should provide a detailed description of Incoterms CIP and DAP 
 
For each Incoterm, the description needs to include: 
 

• Which party is responsible for organising and paying for each stage of the through transport 
movement 

• Which party is responsible for export/import clearance and duty payment 

• At which point risk passes from seller to buyer (for CIP it is important to explain that this is 
not the same point at which responsibility for paying for the transport passes from seller to 
buyer) 

• (For CIP) the obligation on the seller to take out insurance for the buyer’s benefit, and the 
level of insurance 
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