What Are the Key

Elements of Logistics?

e Logistics involves a wide range of activities aimed at moving and
storing goods efficiently. Key elements within logistics include
warehousing, material handling, order processing, transportation,
and inventory management.

Definition:

e The purpose of these elements is to ensure the timely and cost-effective
Pu rpose: delivery of products, meet customer demands, and support overall supply
chain operations.

¢ Warehousing

¢ Material Handling
E I e m e nts Of ¢ Order Processing
¢ Transportation

Logi St i CS : ¢ Inventory Management

¢ Demand Forecasting



Warehousing

: o Definition:
In Logistics

Types of

Warehousing:

Functions of
Warehousing:

Importance of
Warehousing:

Warehousing refers to the
storage of goods in a
warehouse until they are
needed by customers or for
production.

Public Warehouses:
Available for lease to
multiple companies.

Private Warehouses:
Owned and operated by a
single company to store
their products.
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Automated Warehouses:

Utilize technology like
robots, conveyors, and
automated storage/retrieval
systems for improved

efficiency.
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Storage of Goods: Ensuring
products are stored safely

and securely until required.
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Order Fulfillment: Picking,

packing, and shipping goods
to customers.
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Inventory Management:
Keeping track of stock levels
and facilitating inventory
control.
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Optimizes product availability,
ensures efficient supply chain
management, and helps
reduce transportation costs
by consolidating shipments.
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Material
Handling

Key Types of Material Handling:

¢ Manual Handling: Involves human labor, such
as lifting, packing, and moving products.

* Mechanical Handling: Uses equipment like
forklifts, conveyor belts, and cranes.

¢ Automated Handling: Employs robotics and
automated systems for product movement
within warehouses.

Definition:

e Material handling refers to the movement,
storage, protection, and control of
materials throughout the manufacturing
and distribution process.

Objectives of Material Handling:

e Efficient Movement: Streamline the flow of
materials to reduce delays and inefficiencies.

e Minimize Damage: Proper handling
techniques reduce the risk of damage to
products.

e Safety: Safe handling practices protect workers
from injury and reduce operational risks.




Order Processing

DEfi N itio Nn: e Order processing is the series of steps involved in receiving and fulfilling customer orders.

* Order Receipt: Receiving orders from customers (online, in-person, etc.).

¢ Order Entry: Inputting order details into the system, checking for accuracy.

¢ Inventory Check: Verifying product availability and updating stock levels.

¢ Picking and Packing: Selecting the right items and preparing them for shipment.
¢ Shipping: Dispatching the order to the customer or retail location.

Importance of Efficient p Reduces order cycle time, enhances customer satisfaction, and improves
Order PrOCESSing' accuracy in fulfilling orders.

Technology in Order e Systems like Enterprise Resource Planning (ERP) or Warehouse

. Management Systems (WMS) can streamline order processing by
PfOCESSIﬂg: automating tasks and ensuring real-time data synchronization.







Demand Forecasting

Definition:

Methods of Demand
Forecasting:

Importance of
Forecasting:

e Demand forecasting is the process of predicting future customer demand based on
historical data, market trends, and other relevant factors.

¢ Qualitative Forecasting: Based on expert judgment, market research, or customer surveys.

* Quantitative Forecasting: Based on historical data and statistical models (e.g., moving
averages, regression analysis).

e Time Series Analysis: Analyzing past data to predict future demand trends.

e Causal Models: Predicting demand based on variables that influence demand (e.g.,
weather, economic conditions).

® Accurate forecasting helps businesses plan production, manage inventory, and optimize
supply chain activities. It prevents overstocking (high costs) and stockouts (lost sales).



Impact of

Forecasting on
Logistics

e Accurate demand
forecasts help companies
optimize inventory
levels, ensuring enough
stock to meet demand
without overstocking.

Inventory

Management:
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e Forecasts influence
manufacturing
schedules, reducing
production delays and
ensuring goods are ready
for distribution.
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Transportation:

e Forecasting demand
helps logistics teams plan
transportation capacity,
select appropriate
shipping methods, and
avoid bottlenecks.

e Forecasting allows for
better warehouse
capacity planning,
ensuring sufficient
storage space and faster
processing times.

Warehousing:




Inventory Carrying in Logistics

e Inventory carrying refers to the costs associated with storing and maintaining
inventory. This includes warehousing, insurance, and deterioration costs.

Components of Inventory Carrying Costs:

e Storage Costs: Rent, utilities, and handling fees associated with storing inventory.
* Insurance Costs: Costs to insure goods against theft, damage, or loss.

e Depreciation: The decrease in value of inventory over time due to obsolescence
or deterioration.

Balancing Inventory Costs:

e Companies strive to balance the costs of carrying inventory with the benefits of
having goods available for timely order fulfillment.



Benefits of
Performance

Performance
Measurements

Key Performance

Indicators (KPlIs):

in Logistics

( )
On-Time Delivery
(OTD): The percentage
of orders delivered on
time.
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Order Accuracy: The
percentage of orders
correctly fulfilled.
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Inventory Turnover:
How often inventory is

Transportation Costs:

The total cost incurred
in transporting goods,
as a percentage of total

revenue.
. J

4 N\

Warehouse Efficiency:
Measured by metrics

like order picking time

and storage utilization.
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Measurement:

Helps track and

— improve the efficiency

of logistics operations.
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Identifies areas for
improvement, reduces
costs, and increases
customer satisfaction.
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Facilitates strategic
decision-making and

| i continuous
sold and replaced in a )
iven period improvement
° ' initiatives.
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Impact of
Performance
Measurement on
Logistics

Improved Efficiency:

Continuous :
. ePerformance measurement
Improvement' provides insights into areas

ePerformance metrics enable where efficiency can be
businesses to track progress improved, such as reducing
over time, set goals, and lead times, optimizing

drive initiatives for ongoing warehouse space, and
improvement. improving transportation

routes.

Cost Reduction: Customer Satisfaction:

*By monitoring and improving
performance, logistics teams
can ensure that orders are
delivered on time,
accurately, and in good
condition, leading to
improved customer
satisfaction.

eMeasurement helps identify
high-cost areas (e.g.,
transportation or
warehousing) and develop
strategies to lower expenses
without sacrificing service
quality.




