What is Logistics?

» f- -t- Logistics refers to the management and coordination of the movement

erinition of goods, services, and information from the point of origin to the point

Of LOgiStiCS: of consumption. It involves the plqnning, executiop, and control of
these movements efficiently and effectively.

Logistics is critical to business operations as it ensures that
products are delivered to customers on time and in good
condition. It impacts customer satisfaction, profitability, and the
efficiency of the entire supply chain.

Role of , o o | |
- . In today's competitive environment, efficient logistics management is essential for
L0g|st|cs N companies to provide better service, lower costs, and achieve greater market

. reach.
Business:




Evolution of Logistics

Origins of Logistics:

e The term "logistics" originated from military operations where it referred to the movement and supply of troops, weapons,
and supplies. The concept expanded to include civilian transportation and trade as global commerce grew.

Growth in Industrialization:

e With the advent of the industrial revolution, logistics evolved to handle larger volumes of goods and more complex supply
chains. The development of railroads, trucks, and ships expanded the reach of logistics.

accurate deliveries. Technologies like GPS tracking, RFID, and Al have made logistics smarter and more efficient.

Current Trends in Logistics:

e Automation & Al: Robots in warehouses, self-driving delivery vehicles, and Al-powered logistics platforms are reducing
costs and improving efficiency.

e Sustainability: Companies are focusing on reducing the environmental impact of logistics through electric vehicles, green
packaging, and eco-friendly warehousing.

e E-commerce Impact: The rise of online shopping has put pressure on logistics systems to deliver goods faster, often with
free shipping.

The Digital Revolution:
e The rise of e-commerce, digital platforms, and automation has drastically transformed logistics, enabling faster and more




Nature of Logistics

Customer-Centric Focus: Managing Flow of Goods and

e Logistics systems are designed to ensure Services:
timely deliveries, proper packaging, and
quality handling of goods, ensuring customer
satisfaction.

e Logistics involves managing the movement
of products from suppliers to manufacturers
and finally to consumers. It also includes
reverse logistics (returning products from
consumers back to the manufacturer or
distributor).

Goal of Minimizing Cost and
Maximizing Efficiency:

Inbound vs Outbound Logistics:

* Inbound Logistics focuses on the movement of - :
raw materials to production facilities. * The nature of logistics is cost-driven but also

focused on providing high customer satisfaction
through reliable delivery services. Companies aim
to achieve efficiency by reducing transportation,
storage, and inventory costs.

e Outbound Logistics involves the distribution of
finished goods from the warehouse to
customers.




Importance of Logistics

Cost Control: Enhances Customer

«Efficient logistics can Service: Global Trade
significantly reduce . . Facilitation: L ot
ogerationa\I/costs such as Przstane el aley -Well r.nan.ag.ed |og|.st|cs b *A company's logistics

P . systems improve customer e Logistics is essential for in maintaining optimal pany’s log
transportation, inventory levels, preventing capabilities, such as fast

: . satisfaction, which is a key moving products across gass

warehousing, and handlin S : . i

fees. Pro ergI’o istics & competitive advantage in today’s borders and managing Bz O St i, dellver|e§dand I.OW.fC.OStSt’
: p g market. global supply chains. and reducing costs associated can provide a significan

management optimizes edge over competitors.
routes, minimizes delays,
and ensures better
inventory control.

Inventory Optimization: Supports Competitive
Advantage:

Companies can reach with storage.
international markets and

customers through efficient

logistics systems.




Components of Logistics
Management

: ¢ Involves selecting the most efficient and cost-effective means to move goods from suppliers to
Tra nspo rtation: customers. It can include road, rail, air, or sea transport. Effective transportation management helps
minimize delays and reduce costs.

® The process of storing goods in warehouses before they are shipped to their final destinations. Proper
warehousing ensures goods are safe, organized, and accessible, reducing time in picking and packing.

e A critical component of logistics, inventory management involves maintaining an optimal level of

|nve nto ry Ma nagement: stock to meet customer demand without overstocking. Techniques like Just-In-Time (JIT) and
Economic Order Quantity (EOQ) are used to manage inventory effectively.

e Involves taking orders from customers, confirming product availability, scheduling shipments, and
ensuring timely delivery. Effective order processing systems are crucial for customer satisfaction.

Order Processing:

. » Packaging ensures that goods are protected during transport and storage. It also plays a role in
PaCkagl ng: branding and customer experience. The packaging must be cost-effective, safe, and environmentally
friendly.

: : » Refers to the movement, protection, storage, and control of materials throughout the manufacturing
Mate r|a|s Ha ndhng: a?fd distTibution process. It involves using equipment like forklifts and conveyor belts to handle goods
efficiently.




Faster Delivery
Times:

eFaster delivery leads to
improved customer

Competitive satisfaction and loyalty.

Companies that can
promise and deliver

Advantages of

Logistics quick turnaround times
often have a significant
advantage in highly
competitive markets.

Lower Operating
Costs:

e Efficient logistics can
help reduce costs
associated with
transportation,
inventory storage, and
handling. Streamlined
logistics operations
make businesses more
cost-effective and
profitable.

Better Inventory
Management:

*Optimizing inventory
levels leads to reduced
storage costs, fewer
stockouts, and better
demand forecasting.
This creates an
advantage in terms of
responsiveness and
cost savings.

Responsive to
Customer
Demands:

eLogistics systems that
are flexible and scalable
can quickly adapt to
changing customer
demands, seasonal
fluctuations, and
market trends.

Global Reach:

*A robust logistics
system allows
companies to expand
into international
markets, offering
products across
different regions with
fast delivery and low
costs.




Materials Handling:

e Involves the efficient movement
and storage of goods within the
warehouse or production site. It
includes tasks like
loading/unloading, sorting, and
managing inventory.

Packaging:

¢ The design and use of packaging
materials to protect goods during
transit, ensure easy handling, and
provide information to customers.

Warehousing:

¢ Involves storing goods until they are
required by the customer or the
production process. Warehousing
functions include inventory control,
order picking, and packing.

Functions of Logistics
Management

Order Processing:

¢ This function involves receiving
customer orders, verifying product
availability, and scheduling
shipments. Efficient order
processing minimizes errors,
delays, and order fulfillment costs.

Inventory Management:

¢ This involves maintaining optimal
stock levels and ensuring the right
products are available when
needed. Inventory control
methods include cycle counting,
JIT, and safety stock management.

Transportation:

e A critical function for moving
products efficiently, transportation
decisions consider factors like cost,
speed, and distance to select the best
method (air, sea, rail, road).



Principles of Logistics Management

Integration:

Sustainability:

Logistics functions should be seamlessly integrated across all
parts of the supply chain. Coordination among departments like
procurement, manufacturing, and distribution leads to smoother

operations.

Logistics decisions should prioritize the end
customer, aiming for timely and accurate
deliveries, safe packaging, and high-quality
service.

Businesses should constantly look for ways to
optimize logistics operations and reduce
unnecessary costs while maintaining quality
service.

Logistics systems should be adaptable to changes in demand,
unforeseen disruptions (e.g., strikes, natural disasters), or
shifts in customer preferences.

Logistics operations should focus on minimizing their
environmental impact, using green technologies, eco-friendly
packaging, and reducing carbon footprints in transportation.



Logistics Network Definition:

Logistics Network

e A logistics network consists of the suppliers, manufacturers, warehouses, and transportation links
that work together to deliver products to customers.

Types of Logistics Networks:

e Centralized: All operations are managed from a single location. Suitable for businesses with fewer
distribution needs.

e Decentralized: Multiple facilities or warehouses are located closer to customers to reduce shipping
times. Ideal for larger companies with complex distribution systems.

e Hybrid: A combination of centralized and decentralized approaches, balancing cost and customer
proximity.

Technology in Logistics Networks:

e Technologies like GPS tracking, cloud computing, and Enterprise Resource Planning (ERP) systems
are used to enhance visibility, track shipments in real-time, and optimize the entire network.



Integrated
Logistics System

Definition:

Third-Party
Logistics (3PL):

e An integrated logistics system involves the coordination of all logistics
functions into one unified and efficient system. It enables a seamless flow
of goods, information, and funds.

e Improved efficiency, visibility, and control over operations.
e Real-time data sharing leads to quicker decision-making.
e Reduction of redundancies and bottlenecks in the logistics process.

e Qutsourcing logistics functions to third-party providers allows businesses to
focus on their core operations while leveraging specialized expertise in
transportation, warehousing, and inventory management.



— Logistics Value Proposition

Definition:

* The logistics value proposition refers to the unique advantages a company offers its customers through its logistics system.

Reducing Delivery Times:

e Offering faster delivery services can help companies differentiate themselves from competitors and improve customer loyalty.

Enhancing Flexibility:

e A flexible logistics system that adapts to customer needs and market changes can provide a competitive edge.

Supporting Scalability:

* A well-designed logistics system can grow with the business, enabling companies to expand without compromising service
quality.

Achieving Sustainable Competitive Advantages:

* By continuously improving logistics functions, companies can create long-term advantages that are difficult for competitors to
replicate.




