What is Transportation in Logistics?

Definition:

e Transportation refers to the physical movement of goods from one place to another
within the supply chain. It plays a critical role in ensuring products reach their
destination efficiently and cost-effectively.

Role in Logistics:

* |t ensures timely delivery, reduces lead times, and links various supply chain
components (e.g., suppliers, manufacturers, retailers, and consumers).

Objectives:

e Minimize transportation costs while maintaining service quality.

e Ensure the safe and timely movement of goods across various distances and
regions.



Participants in

Transportation Decisions

e The entity or company that needs to transport goods. This can be a
manufacturer, wholesaler, or retailer.

e The company or individual responsible for physically transporting goods.
Examples include trucking companies, shipping lines, and air freight carriers.

e The recipient of the goods being transported. This is usually the customer or
end consumer.

Consignee:

. e a® | ® An external company that manages transportation and other logistics
Third-Pa rty LOgIStICS (3PL) activities for a business, helping to streamline the supply chain.

Government/ReguIatory » They impose regulations and policies on transportation, such as safety
Bodies: standards, tariffs, and environmental laws.




Modes of
Transportation

Road Transport:

*The most flexible and
widely used mode for
short-to-medium distances.
Trucks and vans are
common for deliveries.

eAdvantages: Flexibility,
door-to-door service, and
cost-effective for small
quantities.

eDisadvantages:
Congestion, weather
dependency, and limited by
infrastructure.

Rail Transport:

ePrimarily used for long-
distance and bulk
transportation, especially
for heavy or large
quantities.

eAdvantages: Economical
for bulk goods, energy-
efficient, and
environmentally friendly.

eDisadvantages: Fixed
routes, less flexibility, and

limited reach compared to

road transport.

Air Transport:

eFastest mode of
transportation, ideal for
time-sensitive or high-value
goods.

eAdvantages: Speed, global
reach, and reliability.

eDisadvantages: Expensive,
limited capacity, and
weather-sensitive.

Sea Transport:

eUsed for international
trade and bulk goods,
typically involving
containerized shipping.

eAdvantages: Economical
for large quantities, low
cost per unit.

eDisadvantages: Slow,
susceptible to delays due to

weather or port congestion.

Pipeline Transport:

eUsed for transporting
liquids and gases like oil
and natural gas.

eAdvantages: Low operating
costs, safe, and ideal for
continuous flow.

eDisadvantages: Expensive
to build, limited to specific
products.




Factors Influencing
Transport Economics

Cargo Type and Size:

e Heavy, bulk, or fragile
cargo may require specific
handling, leading to higher
transportation costs.

Distance:

e Longer distances increase
transportation costs,
particularly for road, rail,
and sea transport. Fuel
consumption and time are
also major factors.

Mode of
Transportation:

* The choice of
transportation mode
(road, rail, air, sea) affects
cost, speed, and service
level. Air transport is more
expensive than sea, but
faster.




Documents in
Transport
Decision-Making

Insurance

Bill of Lading Airway Bill Customs

Freight Invoice: Packing List:

Certificate:

(BO (AWB): Documents:

A legal document between the A document used for air transport A document detailing the charges . Dou_:ments _requwed for A detall_ed list that accompanies A document that verifies the
. . " that acts as a contract between . ) international shipments to clear the shipment, describing the . "
shipper and carrier that details " o~ for transportation services, N N goods are insured during
the goods being transported and the shipper and the airline. It including freight, fuel surcharges, customs, such as commercial contents of the shipment, transportation against potential
8 e P provides details on the shipment's 8 Treight, 8es, invoices, certificates of origin, and including quantities and types of P 8 P

and additional fees.

serves as a receipt of shipment. origin, destination, and contents. export declarations. goods.

damage or loss.




Warehousing in
Logistics

Definition:

Key Functions of
Warehousing:

e Warehousing refers to the storage of goods in a warehouse, often as part
of the distribution process. It plays a key role in managing inventory and
order fulfillment.

e To store goods safely, provide inventory control, and prepare
products for timely distribution to customers.

e Storage: Safely storing goods in a manner that protects them from damage or
theft.

¢ Inventory Management: Tracking goods within the warehouse, ensuring stock
levels are adequate to meet demand.

e Order Fulfillment: Picking, packing, and shipping orders based on customer
requirements.

* Sorting and Packaging: Grouping products for specific destinations and
preparing them for shipment.



Benefits of Warehousing

Inventory Control:

e Warehousing helps businesses manage inventory efficiently, ensuring the right quantity of goods is
available to meet demand while minimizing overstocking or stockouts.

Reduced Transportation Costs:

e Consolidating goods in warehouses allows for bulk shipments, which reduces transportation costs
compared to smaller, frequent shipments.

Faster Order Fulfillment:

e A well-organized warehouse ensures faster picking, packing, and shipping, improving order cycle times
and customer satisfaction.

Improved Customer Service:

e Warehouses enable businesses to keep products in stock and quickly ship to customers, enhancing
service levels and reducing lead times.

Risk Management:

e Storing goods in warehouses helps protect them from environmental risks, theft, or damage during
transportation.



Automated
Warehouses:

Bonded
Warehouses:

Public
Warehousing:

Private
Warehousing:

Warehousing

Alternatives

Disadvantages: Less control
over operations, shared
space with other businesses.

Disadvantages: High upfront
investment and operational
costs.

Disadvantages: Must comply
with strict regulations,
limited to specific goods.

) (" N ) a )
These are third-party storage Warehouses owned or These are customs-
- . ) Use of robots, conveyors,
facilities available for lease leased by a single company controlled warehouses
. . : - : and automated systems to
by various businesses. They for its exclusive use. Suitable where goods can be stored
. . . — . . - . handle goods and perform
are ideal for companies with for companies with long- without paying customs . . s
. . . . tasks like sorting, picking,
seasonal needs or limited term, high-volume storage duties until they are cleared :
. . IR and packing.
warehousing requirements. needs. for sale or distribution.
\_ J \_ _J
4 ) a ) 4 N 4 )
Advantages: Flexibility, low Advantages: Full control over Advantages: Delays duties Advantages: Increased
capital investment, and — operations, tailored to and taxes until goods are efficiency, reduced labor
scalability. specific needs. sold or re-exported. costs, and error reduction.
N\ J \_ _J \§ J N\ _J

Disadvantages: High capital
costs and dependency on
technology.




Warehouse
Site
Selection

Factors in
Site
Selection:

¢ Proximity to Customers and Suppliers: The warehouse should be close to key markets to minimize delivery
times and costs.

* Transportation Access: Proximity to major transportation routes (highways, ports, railroads, airports)
reduces transportation costs.

e Labor Availability: Access to a skilled labor force is crucial for warehouse operations.
» Real Estate Costs: Rental or land costs for the warehouse facility impact the overall operational costs.
* Local Regulations and Taxes: Compliance with zoning laws, environmental regulations, and tax incentives.

e Infrastructure Quality: Reliable power, water, and internet connectivity are essential for warehouse
operations.



Factors While Initiating
Warehouse Operations

The layout of the warehouse, including storage systems, aisles, and equipment,
should facilitate smooth operations, such as inventory picking and packing.

Warehouse Design:

e Implementing a Warehouse Management System (WMS) and automated
systems helps manage inventory, reduce errors, and improve efficiency.

e Hiring and training employees for various warehouse tasks (e.g., inventory
control, order picking, safety protocols) is essential to efficient operations.

Staffing and Training:

. e Ensuring that the warehouse complies with health and safety regulations to
Safety Sta ndards' prevent accidents and protect employees and products.

e Implementing effective inventory management systems to track stock levels,
movements, and order fulfillment.

Inventory Systems:




-AWarehouse Management System
(WMS) is a software solution that
helps control and manage
warehouse operations, including
inventory tracking, order
fulfillment, and labor management.

Definition:

Warehouse

Management .
eInventory Control: Tracks inventory levels,
SVStem locations, and movements within the

(WMS) warehouse.

eOrder Fulfillment: Optimizes picking and

. packing processes to ensure orders are filled
Key Functions accurately and efficiently.

of WMS: abor Management: Monitors worker
performance and productivity, optimizing labor
resources.

*Shipping and Receiving: Manages inbound and
outbound shipments, improving coordination
and reducing delays.

e Improved inventory
accuracy, reduced
Benefits of operational costs, faster
WMS: order fulfillment, and
better decision-making
through real-time data.



