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                 Logistics is generally the detailed organization and implementation of a complex operation. 

In a general business sense, logistics is the management of the flow of things between the point of 

origin and the point of consumption in order to meet requirements of customers or corporations. The 

resources managed in logistics can include physical items such as food, materials, animals, equipment, 

and liquids; as well as abstract items, such as time and information. The logistics of physical items 

usually involves the integration of information flow, material handling, production, packaging, 

inventory, transportation, warehousing, and often security.  

               Logistics management is the part of supply chain management that plans, implements, and 

controls the efficient, effective forward, and reverse flow and storage of goods, services, and related 

information between the point of origin and the point of consumption in order to meet customer's 

requirements. The complexity of logistics can be modeled, analyzed, visualized, and optimized by 

dedicated simulation software. The minimization of the use of resources is a common motivation in all 

logistics fields. A professional working in the field of logistics management is called a logistician. 

 
 

Logistics management: 

 Traditionally organization have divide the responsibility of material management amoung three 

departments i) Purchasing Department, ii) manufacture/production department, iii) distribution 

department. 

 This form of organization is defined as segmented structure. 
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Logistics management is the part of supply chain management that plans, implements, 

and controls the efficient, effective forward, and reverse flow and storage of goods, services, and 

related information between the point of origin and the point of consumption in order to meet 

customer's requirements. – The American council of logistics. 

“Planning, Implementing, and controlling the physical flow of materials & finished goods from 

origin to point of use to meet the customer needs at profit”    - Philip kotler 

Suppliers → Procurement → Processing → Distribution → Customer  

  Reverse logistics: 

 In the express delivery industry, reverse logistics is a term used to describe all operations 

associated with the reuse of products and materials. 

 The products goes back at least one step back in the entire supply chain that is products move 

from the customer to the distributor or manufacturer. reverse logistics comes after the sale of product. 

If the product is found damage, the customer has right to return it, return the entire process & 

management involved in getting the product back is called reverse logistics. 

Definitions: 

 

The process of planning, implementing, and controlling the efficient, cost effective flow and storage of 

raw materials, in-process inventory, finished goods and related information from point of origin to 

point of consumption for the purpose of meeting customer requirements. 

- Council of Logistics Management 

    Logistics is the process of planning, implementing, and controlling the efficient, effective flow and 

storage of goods, services, and related information from point of origin to point of consumption for the 

purpose of conforming to customer requirements. 

                                                                -Canadian Association of Logistics Management 

Physical Distribution: 

Physical distribution is the movement of materials from the producer to the consumer. This 

movement of materials is divided into two functions: Physical supply is the movement and storage of 

goods from suppliers to manufacturing. Physical distribution is the movement and storage of finished 

goods from the end of production to the customer. The particular path in which the goods move – 

through distribution centers, wholesalers, and retailers – is called the channel of distribution. 

“Physical distribution is the set of activities concerned with efficient movement of finished 

goods from the end of the production operation to the consumer.” 
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 Physical distribution takes place within numerous wholesaling and retailing distribution 

channels, and includes such important decision areas as customer service, inventory control, materials 

handling, protective packaging, order procession, transportation, warehouse site selection, and 

warehousing. 

Physical distribution management (PDM) is concerned with ensuring the product is in the right 

place at the right time. 

Distribution is Important Because Firstly, it affects sales - if it’s not available it can’t be 

sold. Most customers won’t wait.  

Secondly, distribution affects profits and competitiveness since it can contribute up to 50 

percent of the final selling price of some goods. This affects cost competitiveness as well as profits 

since margins are squeezed by distribution costs.  

Thirdly, delivery is seen as part of the product influencing customer satisfaction. Distribution 

and its associated customer service play a big part in relationship marketing. 

Principal Components of the Distribution Process This consists of four principal components 

of PDM: 

 Order processing 

 Inventory 

 Warehousing 

 Transportation 

Customer service and logistics: 

 Customer service is a process for providing significant value added benefit to the supply chain 

in a cost effective way. 

Components of customer service: 

Pre transaction elements: 



Customer service factors that arise prior to the actual transaction taking place. 

 Written customer service policy 

 Organizational structure 

 Method of ordering 

 Single order contact point 

 Accessibility of order personnel 

 Order size constraints  

 System flexibility 

Transaction elements: 

The elements directly related to the physical transaction and are those that are most commonly 

concerned with logistics. 

 Condition of goods 

 Inventory availability 

 Order preparation 

 Service/order cycle time 

 Delivery alternatives 

 Delivery time 

 Delivery reliability 

 Delivery of complete order 



 Order status information 

Post transaction elements: 

These involve those elements that occur after the delivery has taken place. 

 Invoicing procedures 

 Invoicing accuracy 

 Product tracing/warranty 

 Return policy 

 Availability of spares 

 Call out time 

 Customer complaints and procedures. 

Conceptual models of service quality: 

 Service quality is a measure of the extent to which the customer is experiencing the level of 

service that he or she is expecting. 

 Service quality is the match between what the customer expects and what the customer 

experiences. 

 Service quality = perceived performance ×100 

       Desired expectation 

Functions of logistics: 

 



 

Order processing: 

It is an important task in functions of logistics operations. The purchase order placed by a buyer to 

a supplier is an important legal document of the transactions between the two parties. This document 

incorporates the description or technical details of the product to supply, price, delivery period, 

payment terms, taxes, and other commercial terms as agree. 

The processing of this document is important as it has a direct relationship with the order or the 

performance cycle time, which indicates the time when the order is received and when the materials 

are received by the customer. The order processing activity consists of the following steps: 

 Order checking for any deviations in agrees upon or negotiated terms 

 Prices, payment and delivery terms. 

 Checking the availability of materials in stock. 

 Production and material scheduling for shortages. 

 Acknowledging the order indicating deviations if any. 

 

Inventory control: 

Inventory management is to keep enough inventories to meet customer requirements, and 

simultaneously its carrying cost should be lowest. It is basically an exercise of striking a balance 

between the customer service for not losing market opportunity and the cost to meet the same. 

The inventory is the greatest culprit in the overall supply chain of a firm because of its huge 

carrying cost, which indirectly eats away the profits. It consists of the cost of financing the inventory, 

insurance, storage, losses, damages, and pilferage. The average cost of carrying inventory varies from 

10 to 25 percent of the total inventory per year depending on the products. 

Warehousing: 

Warehousing is the storing of finished goods until they are sold. It plays a vital role in logistics 

operations of a firm. The effectiveness of an organization’s marketing depends on the appropriate 



decision on warehousing. In today’s context, warehousing is treated as switching facility rather than a 

storage of improper warehousing management. Warehousing is the key decision area in logistics. The 

major decisions in warehousing are: 

 Location of warehousing facilities 

 Number of warehouses 

 Size of the warehouse 

 Warehouse layout 

 Design of the building 

 Ownership of the warehouse 

 

Warehouse can take the following two forms  

1. Storage warehouse 

2. Distribution centers 

Transportation: 

For movement of goods from the supplier to the buyer, transportation is the most fundamental 

and important component of logistics. When an order is placed, the transaction is not completed till the 

goods are physically moved to the customer’s place. The physical movement of goods is through 

various transportation modes. In logistics costs, its share varies from 65 to 70 percent in the case of 

mass-consumed, very low unit-priced products. 

Firms choose the mode of transportation depending on the infrastructure of transportation in 

the country or region. Cost is the most important consideration in the selection of a particular mode of 

transport. However, sometimes urgency of the good at the customer end overrides the cost 

consideration, and goods are sent through the fastest mode, which is an expensive alternative. 

There are five modes of transportation 

 Rail 

 Truck 

 Pipeline 

 Air 

 Water 



Material handling and storage system: 

The speed of the inventory movement across the supply chain depends on the material 

handling methods. An improper method of material handling will add to the product damages and 

delays in deliveries and incidental overheads. Mechanization and automation in material handling 

enhance the logistics system productivity. Other considerations for selection of a material handling 

system are the volumes to be handled, the speed required for material movement and the level of 

service to be offered to the customer.  

The storage system is important for maximum space utilization (floor and cubic) in the given 

size of a warehouse. The material handling system should support the storage system for speedy 

movement (storage and retrieval) of goods in and out of the warehouse. 

Logistical packaging: 

Logistical or industrial packaging is a critical element in the physical distribution of a product, 

which influences the efficiency of the logistical system. It differs from product packaging, which is 

based on marketing objectives. However, logistical packaging plays an important role in damage 

protection, case in material handling and storage space economy. The utilisation of load has a major 

bearing on logistical packaging with regard to the packaging cost. 

 

Information: 

Logistics is basically an information-based activity of inventory movement across a supply 

chain. Hence, an information system plays a vital role in delivering a superior service to the customers. 

Use of IT tools for information identification, access, storage, analysis, retrieval and decision 

support which is vital among the functions of logistics is helping business firms to enhance their 

competitiveness. 

Other Functions 

Breaking Bulks 

Accumulating Bulk 

Creating Assortments 

Transaction Efficiency 

Credit Facilities 

Risk Taking 

Structure of logistics: 



logistics enterprise can have many organization structures, but the most typical logistics organizational 

structure consists of the shareholder, board of directors, the sales supervisor, logistics manager, 

customs supervisor, merchandiser supervisor, materials manager, purchasing manager, trading 

manager, merchandiser manager, warehouse manager, distribution manager, customs specialist, 

documentation specialist, shipping specialist, courier , warehouse stock management and employees. 

 

Logistics costs arise in the following stages of production:  

 acquisition of materials, intermediates and other products from suppliers,  

 storage of materials and waste, 

 external and internal transport,  

 production planning,  

 storage of semi-finished products, 

 storage of finished products,  

 transfer of finished products to customers.  

According to the criterion of variability we can be on fixed and variable. To fixed costs include, 

among others, depreciation costs of storage, transportation, cash outflows from taxes and fees. 

Variable costs are labour costs, costs of involved capital, consumption of materials and fuels. Cost 

calculation allows to identify the threshold of profitability. Thus it is possible to determine the type 

and nature of the relationship between these logistics costs and overall company's performance.  

Definition: Logistics Costs 

Logistics costs are defined differently by different companies. Some companies do not account interest 

and depreciation on inventories as logistic costs. Others include the distribution costs of their suppliers 

or the purchasing costs. In some cases, even the purchase value of the procured goods is included in 
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the logistic costs. So, there is no generic definition of this term but every company needs to define the 

logistics costs for itself and the KPI’s it will be tracking to lower the costs. 

Generally, logistics costs include: 

1) Transportation costs 

2) Inventory carrying costs 

3) Labour Costs 

4) Customer service costs 

5) Rent for storage costs 

6) Administration costs 

7) Other costs 

 

Logistics in 21st century 

12 rends that are shaping the future of logistics 

1. Growth patterns: growth in the logistics industry is no longer  driven by exports from asia 

north America and from asia to Europe. It will come from elsewhere, and will be more 

fragmented, more unpredictable and more volatile. Economic and population growth will be 

increasingly centered in cities. Infrastructure is becoming a major determination for growth. 

2. Flexibility: meeting consumer’s requirements at multiple locations with multiple transport 

modes at different times requires a flexible supply chain that can adapt easily to unexpected 

changes and circumstances. 

3. Globalization: international, mature and emerging markets have become apart of the overall 

business growth strategy for many companies. Going ‘international’ has become the standard 

and logistic solution providers need to enable that trend. 

4. Near shoring: As labour costs in asia and transportation costs rise, increasing amounts of 

manufacturing are being brought closer to the end user. 

5. Multi-channel sourcing: End-consumers increasingly source via multiple channels, ranging 

from brick & mortar shops to e-commerce. The logistics industry needs to support multi-

channel strategies of their customers. 

6. Information technology: The growing complexity and dynamism of supply chains requires 

increasingly advanced information technology solutions. 

7. Continuity: Tobe able to secure speed to market and to reduce risk of delays, alternative 

transport modes and routes are required to support the continuing trend of outsourcing of 

logistics services. 

8. Sustainability: Customers increasingly prefer products that are made and sourced in ‘the 

right way’ ; minimising business’social, economic and environmental and enhancing positive 

effects. 



9. Compliance: Anti-bribery and corruption legislation is having an increasing impact on 

supply chains, since multinational companies demand that no facilitation payments are made 

during the export of their goods, yet still seek to source from low cost countries, which are 

often also at the bottom of transparency International’s global corruption index. 

10. Partnerships: manufacturers continuously search for supply chain innovations and gains 

through partnerships with logistic service providers. 

11. End-to-end visibility: complete visibility of the entire supply chain aspires to achieve true 

demand-driven planning, allowing efficient response to changes in sourcing, supply, capacity 

and demand. 

12. Complexity: supply chains are becoming increasingly complex and dynamic with sourcing 

locations being changed increasingly quickly and purchase orders becoming smaller and 

more frequent. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



UNIT-II 

Customer service as a link between logistics&marketing: 

Logistics and marketing are complementary business operations that enable a company to ensure that 

it can offer the right products to the right customers in the right place. Place is one of the five P's of 

marketing, which also includes product, price, promotion and people. By coordinating logistics and 

marketing, companies can build the highest levels of customer satisfaction. 

Logistics in customer service: 

Logistics management is the activity that plans, implements and controls the efficient, effective flow 

and storage of goods, services and related information between the point of origin and the point of 

consumption to meet customers' requirements, according to The Council of Supply Chain 

Management Professionals. The key term is “to meet customer requirements.” Market research 

identifies where customers prefer to purchase their products, which might be in stores, on the Internet 

or by telephone. Logistics ensures that the products are available from those sources. 

Marketing in customer service: 

Choosing the right distribution strategy enables companies to reach different sectors of the market and 

increase market share. A store that serves a local community can increase its business by offering a 

delivery service to customers outside the area who order online or by telephone. Companies can 

appoint wholesalers, distributors or retailers to sell and deliver products to smaller customers, rather 

than use its own sales and distribution facilities. Companies may also acquire distribution outlets so 

that they can control the quality of sales and customer service. 

Customer service: 

Customer service is the process of ensuringcustomer satisfaction with a product or service. Often, customer 

service takes place while performing a transaction for the customer, such as making a sale or returning an item. 

Customer service is the provision of service to customers before, during and after a purchase. The 

perception of success of such interactions is dependent on employees "who can adjust themselves to 

the personality of the guest". Customer service concerns the priority an organization assigns to 

customer service relative to components such as product innovation and pricing. In this sense, an 

organization that values good customer service may spend more money in training employees than the 

average organization or may proactively interview customers for feedback. 

Customer Retention: 

Customer retention refers to the activities and actions companies and organizations take to reduce the 

number of customer defections. The goal of customer retention programs is to help companies retain 
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as many customers as possible, often through customer loyalty and brand loyalty initiatives. It is 

important to remember that customer retention begins with the first contact a customer has with a 

company and continues throughout the entire lifetime of the relationship. 

Customer Retention Benefits: 

While most companies traditionally spend more money on customer acquisition because they view it 

as a quick and effective way of increasing revenue, customer retention often is faster and, on average, 

costs up to seven times less than customer acquisition. Selling to customers with whom you already 

have a relationship is often a more effective way of growing revenue because companies don’t need to 

attract, educate, and convert new ones. 

Companies that shift their focus to customer retention often find it to be a more efficient process 

because they are marketing to customers who already have expressed an interest in the products and 

are engaged with the brand, making it easier to capitalize on their experiences with the company. In 

fact, retention is a more sustainable business model that is a key to sustainable growth. The proof is in 

the numbers: according to studies done by Bain & Company, increasing customer retention by 5% can 

lead to an increase in profits of 25% – 95%, and the likelihood of converting an existing customer into 

a repeat customer is 60% – 70%, while the probability of converting a new lead is 5% – 20%, at best. 

How to Improve Customer Retention 

Obviously, established companies and organizations need to focus on customer retention. More 

important, companies are finding that customer profitability tends to increase over the life of a retained 

customer, so employing customer retention strategies is a worthwhile use of company resources. We 

have compiled some of the more successful customer retention strategies and techniques and outline 

them here, for our convenience. 

 Set customer expectations – Set customer expectations early and a little lower than you can 

provide to eliminate uncertainty about the level of your service and ensure you always deliver on 

your promises. 

 Become the customers’ trusted advisor – You need to be the expert in your particular field, so 

that you can gain customers’ trust and build customer loyalty. 

 Use relationships to build trust – Build relationships with customers in a way that fosters trust. 

Do this through shared values and fostering customer relationships. 

 Take a proactive approach to customer service – Implement anticipatory service so that you can 

eliminate problems before they occur. 

 Use social media to build relationships – Use LinkedIn, Twitter, and Facebook to connect and 

communicate with customers and give them a space for sharing experiences with your company, 

so they can become brand ambassadors. 
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 Go the extra mile – Going above and beyond will build strong relationships with customers and 

build long-term loyalty by paying attention to their needs and issues. 

 Make it personal – Personalized service improves customer experience and is something 

customers are expecting and demanding. Make their experience personal to strengthen the bond 

with your brand. 

Rather than try to manage customer retention with a mishmash of customer retention strategies, many 

companies use customer retention software systems and targeted customer retention plans to improve 

customer retention. Some companies offer customer experience management solutions that enhance 

customer retention rates. 

Why CRM  is a necessity for logistics business 

Customer satisfaction and loyalty drive growth and sustained profitability. However, if customers 

aren’t happy, sales will drop and in the end you may lose your business. This is especially true for the 

highly competitive transportation industry, where customers are often very selective about Logistics 

Service Providers (LSPs). They look not just at affordable prices and on-time delivery, but at the 

overall quality of interactions. Therefore, to keep your customers contented and deliver them 

exceptional experience, you need to empower your business with a robust CRM (Customer 

Relationship Management) solution. 

CRM  is right tool for LSPs to 

 Take advantage of the complete view of interactions and communications with customers 

 Design customer service strategies 

 Determine factors that affect customer behavior 

 Understand the actual and potential value of customers 

 Define your most valuable customers 

 Analyze customer feedback 

 Discover customer preferences 

 Find CRM levers that are most effective in ensuring customer loyalty 

 Deliver better all-round customer service 

 Win back customers gone over to competitors 

 Optimize business workflows. 

5 benefits for logistics: 

 Maximized quality of customer service 

 Strengthened marketing and sales 

 Improved image of your business 

 Greater customer loyalty 
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 Increased profit. 

It’s not only the focus on CRM that allows companies to outperform their competition. Companies so far rarely 

integrate supply chain management and customer relationship management. By integrating these business 

processes companies are able to break through and achieve a number of improvements in their financial and 

performance metrics that would have been unachievable using only stand alone CRM & SCM techniques. a 

local US case study of JDA and a global study conducted by Deloitte Consulting show how the integration of 

demand-generating and supply-chain operations through information technologies help companies to create an 

outstanding value proposition. Superior performance in sales, market share, customer service etc. can be 

achieved by creating digital loyalty networks. To build this network, companies must develop not only a 

customer strategy, but also a partner and supply chain strategy to support customer loyalty. There is great 

potential in the development of ECR via focusing on the consumer to meet his or her needs. There is also 

significant potential in the integration of the supply and demand sides with the help of respective IT capabilities 

and well-developed digital platforms. 

logistic functions have to serve customer relationship management processes. Data coming from the consumer 

have to be translated into the logistic value chain in order to get the right products at the right time arrangements 

to get the data interchange through the value chain e.g. through interdisciplinary teams which work at the 

interfaces between different companies. A very important role to integrate SCM and CRM plays the IT 

infrastructure – vertically and horizontally integrated IT networks require a coordination of corporate strategies 

of the participants in the value chain. The following chapter deals with these challenges and shows ways to 

achieve integration. 

 

 

 

 

 

 

 

 

 

 

 

 

 



UNIT-III 

Lead Time: 

 Lead time is a crucial part of managing a manufacturing business or any business that involves waiting 

for supplies or products to arrive. Generally, the lower the lead time, the more flexible a company is and the 

faster it can respond to changes in trends. However, shorter lead times can cost more money if the buyer has to 

pay for overtime, expedited shipping costs, or other rush charges. This in turn makes it difficult to say whether 

shortening lead time will increase profits, though it usually will increase customer satisfaction.   

Lead time is the amount of time between ordering something and receiving it. 

For example, let's say Company XYZ makes and sells widgets. It has a customer, ABC Company, that wants to 

buy 10,000 widgets to put in its retail stores in October for the Christmas season. 

It takes two weeks to get the widget parts and a week to assemble 10,000 units, so Company XYZ has a lead 

time of about a month. That means that it must get the order from ABC company no later than September 1 in 

order to make the delivery on time. 

In logistics and supply chain, total lead time is the sum of all processing time, transit time, and time 

spent as inventory. It represents the time a part needs to travel from the beginning of the stream at the 

supplier, through operations into a finished SKU, and on to the end consumer. Processing time and 

transit time can be measured in minutes, hours, or days. Total lead time in logistics and supply chain is 

calculated with the following components: 

  

Inbound (Supplier) Lead Time: The amount of time from the point of ordering materials from a 

supplier to the point the material is received and available for use. 

 

Manufacturing Lead Time: The amount of time it takes to send an order to production planning and 

for the goods to be manufactured and made available for shipping. 

 

Outbound (Customer) Lead Time: In logistics and supply chain, outbound time is the amount of 

time it takes for a customer order to be received, processed, and shipped to the customer. Outbound 

lead time is important because it gives an accurate measure of how long the supply chain as a system 

takes to respond to customer demand. This is different from more frequently used measures, such as 

how long it takes to respond to a customer from a distribution center near the customer end of the 

supply chain. 

 

Raw Material Inventory: The amount of inventory that sits as raw material in front of the 

manufacturing process, measured in average days on hand (ADOH). 

Finished-Goods Inventory: The amount of inventory that sits in finished goods (measured in 

ADOH). 
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entory: The amount of inventory that sits as raw material in front of the manufacturing process, 

measured in average days on hand (ADOH). 

 

These figures are then added up to determine the total lead time in logistics and supply chain: 

Inbound Lead Time + Raw Material Inventory ADOH + Manufacturing Lead Time + Finished-Goods 

Inventory ADOH + Outbound Lead Time 

_______________________________ 

Total Lead Time 

Role of time in competitive advantage: 
 

Quality improvement and cost reduction are at the heart of many business improvement 

attempts.  Most of the improvements have been achieved, but there’s still a way of making cost 

reductions and improving quality using time. Customers want companies to respond to them in a 

timely fashion. Responding timely means responding not too late and not too early. This definition of 

timely response means that businesses need to become responsive to customers.  It was previously 

thought that you can’t have both low cost and high quality, you can have fast delivery and high quality 

and you can have a low cost and fast delivery. It has always been believed that a trade off was 

necessary, but times are changing. The trade-off between quality and cost can be achieved by ensuring 

defects are prevented from happening in the first place. 

 

Time Based Initiatives: 

 

When a business focuses on taking on time, they  see benefits in the faster inventory turnover 

and shorter cycle times first. Then they experience reduced overhead costs and costs from delays and 

breakdowns can also begin to vanish from the system. Making time reduction a goal provides these 

rewards. By attacking the causes of delays the quality defects are reduced. Time can then become the 

focus and customers find their needs are met quickly, further benefiting the business. 

Other sources of competitive advantage have gone away. 

Quality, for example, used to be a one of the strongest differentiators among companies. Thirty years 

ago, quality varied tremendously among carmakers. Today, a high quality car is assumed. Quality–at 

least in most manufactured goods–has largely gone away as a source of competitive advantage. 

Price has long been a source of competitive advantage. But some authors have even argued that as 

more products and services are offered for free, price is going away as a competitive advantage. 



Innovation has become a fertile area in which companies seek competitive advantage today. This has 

served Apple well over the past decade. I don’t think innovativeness will be going away soon as a 

source of competitive advantage. But I do wonder whether time is running out on time as a 

competitive advantage. If project management using agile and other innovations lead us to a world 

where all companies can deliver new products and services equally quickly, companies will need to 

find newer ways to differentiate themselves. Let me know what you think. 

 

Companies can use time to meet the needs of their customers are: 

1. Increased responsiveness to customer’s needs – Many parts of customer service depend on 

time, such as: on-time deliveries, responding to customer questions and complaints, how long 

it takes to deliver to a customer etc. Being responsive to customer needs correlates to customer 

loyalty and increase customer lock-in. 

2. Managing increased variety – Factories can deliver more product variety thanks to shortening 

lead times in product development, supply chain and manufacturing. Services can also benefit 

from shortening lead times and being able to respond to the changes in the needs of the market. 

3. Increase product innovation – Innovations can be capitalized on when product development 

lead times are shortened. Companies are able to respond quickly, increasing their 

competitiveness and producing faster designs. 

4. Improved return on new products – Products get to market faster if the product development 

time is reduced. The advantages of this include: charging higher prices, extending the sales life 

of the product, attracting new customers and increasing market share. 

5. Reducing risk by relying less on forecast – The further into the future a company tries to 

forecast, the more likely they are to make mistakes and the forecast to be incorrect. Time based 

initiatives reduce the need to rely on forecasting as heavily. Production lead times are reduced, 

the demands become shorter and so do the forecasts, increasing their reliability. 

Finished good stocks are also reduced, freeing up working capital. 

 

P:D Ratios: 

The P:D ratio of an operation is the ratio of “demand” time (i.e., the time a customer must wait 

between asking for a product and receiving it) to the whole operation production cycle, P (i.e., how 

long the operation has to manage the flow of materials and information. 

P-Time (Production time): 

 The time it’s take to pass a product or service through supply chain. Including the time needed 

to procure the longest lead time parts and the total manufacturing time. 

D-Time(Demand time): 

 The time for which a customer is willing to wait to have their demand fulfill. Manufacturer 

with short D- time face increased supply chain challages compared with those who have long D times. 
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Lead time demand: 

The projected level of demand for a product from consumers during its lead time from the supplier to 

the retailer. Failure to adequately estimate the level of lead time demand for a given product can result 

in inventory shortages that cause customers to become dissatisfied waiting for backordered products. 

They may buy the product from a competitor instead, leading to lost revenue. Safety stock, if stored in 

sufficient quantitie, may be used as a buffer in the event that lead time demand is misjudged. 

Overestimating lead time demand can lead to inefficient use of storage space and is not consistent with 

lean supply chain management practices. 

Functions of Lead time gap: 

Step1-Order Download in OMS: Order is placed by the customer from the front-end (web store) 

which is then downloaded into an order management system (OMS). This OMS can be a part of your 

web-store or it can be a back-end Enterprise system where the customer order gets downloaded. 

Step2-Inventory Allocation: As soon as the order flows into an OMS, the inventory from the 

Warehouse gets allocated to the order quantity. Thus the free quantity of that particular SKU (product) 

is decreased by the order quantity. 
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Step3-Order Picking: The operations/fulfillment team then start processing the order in the 

warehouse. First a picklist is generated against that order (usually its for multiple orders at one go and 

using wave management) and is handed over to a picker in the warehouse to pick that SKU from the 

bin/rack (in a zone). The picker picks that SKU from the location mentioned in the picklist and bring it 

back to the picking station (a stage location) 

 

Step4-Order Packing and generation of labels: After the picking is done, the next stage is packing. 

At the time of packing required documents are printed that needs to be send along with the shipment 

package to the customer. The order is then packed in a packing box and reports like Invoice, Shipping 

label are printed and kept along with the shipment. 

 

Step5-Order shipment: After the order is packed, it needs to be shipped out to the customer. The 

order gets assigned with the courier as per the shipping location (usually either at the time of order 

placement or at the time of packing) and a manifest is generated. Then the shipment is handed over to 

the courier guy who comes to the warehouse to pick up the shipment. Once the shipment is out of the 

warehouse the inventory gets reduced in the system. 

 

Step6-Shipment Delivered: The shipment then gets delivered to the respected customer and the 

courier company updates the delivery details back to the company whose consignment it was shipping. 

There can also be the case of customer return or return to origin due to customer unavailability. 

 

 

 

The below flowchart gives the above explanation in brief: 



 
 

 

The scenario discussed above is an ideal scenario where the inventory is stocked in the Warehouse. 

There can be other 2-3 possibilities where the inventory is not stocked in the warehouse, such as: 

1. Back to back order fulfillment: In this case the operations download the orders and ask its 

runner to go to the vendor immediately and pick up the required SKUs from the vendor and bring 

it back to the fulfillment center to fulfill the order. 

2. Drop shipment: In this case the orders are downloaded and handed over to the vendor directly 

to fulfill the orders and ship it to the customers. The warehouse doesn't have any control over this 

fulfillment. 

3. Made to order: In this case, the orders are first taken from the customer and then the purchase 

order is raised to procure the SKUs of that order from the vendor. Once the SKUs are in the 

warehouse, the normal fulfillment cycle (as described above in detail) is followed to process the 

order. 

 

 

 

 



Production Cycle: 

The period during which the objects of labor (raw products and materials) remain in the production 

process, from the beginning of manufacturing through the output of a finished product. In addition 

to the working time, the production cycle includes interruptions in production owing to physical, 

chemical, and biological (natural) processes (for example, the period required for tanning leather); 

the character of the objects of labor; or the technology and organization of production. 

The production cycle represents part of the production time, excluding the period during which the 

objects of labor are in production reserves. The reduction of the production cycle accelerates the 

output of products and contributes to the better utilization of productive capital (see FIXED 

CAPITAL STOCK; CIRCULATING CAPITAL), to the acceleration of the rate of turnover of 

circulating capital under socialism, and to the turnover of capital under capitalism. The most 

important factors for reducing the production cycle are the introduction of advanced technology 

and the automation of production processes. 

Time-based analysis: 

 Time-based methodologies have been developed to provide a process-based approach to 

supply chain analysis. They have a proven ability to determine the major areas of waste within 

processes and consequently the opportunity for cost reduction, where waste is any activity that does 

not add value to the product (Stalk and Hout, 1990; Blackburn, 1991). One of the key aspects of time- 

based methodologies is the ability to account for both value adding time and non-value adding time in 

processes.  

For example, time-based process mapping (TBPM) (Gregory and Rawling, 1997) identifies 

value adding and non-value adding activities within the supply chain using the following definition of 

value: Value is added to products or services only when the following three criteria are met right first 

time. Besides of that, (Hines et al. 1997) explained a value adding activity is an activity that physically 

change the item, customer cares about the change, contributes in satisfying the customers need in a 

direct way. 

 A non-value adding activity is an activity that does not create value for the customer but is 

needed for the functioning of another process or the organization. An example of a non-value adding 

activity could be Handle production orders. After that, A ‘cause and effect analysis’ could be used to 

determine the cause of the wasted time in the Process. Through identification of the sources of wasted 

time in the process, solutions are implemented that remove these root causes and reduce process lead 

time. Last but not least,not all non-value adding time is bad(i.e some transportation may be needed to 

get the product to the customer. It is important to question why it is necessary and how non-value 

adding can be minimized. 

Methods for implementing Time based practices: 



The first research towards defining order fulfillment strategies was published by Hans Wortmann, and 

was continued by Hal Mather in his discussion of the P:D ratio, whereby P is defined as the 

production lead-time, i.e. how long it takes to manufacture a product, and D is the demand lead-time. 

D can be viewed as: 

1. The lead time quoted by the firm to the customer 

2. The lead time the customer wishes it was 

3. The competitive lead time 

Based on comparing P and D, a firm has several basic strategic order fulfillment options:  

 Engineer-to-order (ETO) - (D>>P) Here, the product is designed and built to customer 

specifications; this approach is most common for large construction projects and one-off products, 

such as Formula 1 cars. 

 Build-to-order (BTO)/ Make-to-Order (MTO) - (D>P) Here, the product is based on a standard 

design, but component production and manufacture of the final product is linked to the order 

placed by the final customer's specifications; this strategy is typical for high-end motor 

vehicles and aircraft. 

 Assemble-to-order (ATO)/Assemble-to-request - (D<P) Here, the product is built to customer 

specifications from a stock of existing components. This assumes a modular product architecture 

that allows for the final product to be configured in this way; a typical example for this approach 

is Dell's approach to customizing its computers. 

 Make-to-stock (MTS)/ Build-to-Forecast (BTF) - (D=0) Here, the product is built against a sales 

forecast, and sold to the customer from finished goods stock; this approach is common in 

the grocery and retail sectors. 

 Digital copy (DC) - (D=0, P=0) Where products are digital assets and inventory is maintained 

with a single digital master. Copies are created on-demand, downloaded and saved on customers' 

storage devices, such as research papers. 

 

In the broader sense, the possible processes in a logistic-production system are:[4] 

1. Product inquiry - Initial inquiry about offerings, visit to the web-site, catalog request 

2. Sales quote - Budgetary or availability quote 

3. Order configuration - Where ordered items need selection of options or order lines need to be 

compatible with each other 

4. Order booking - The formal order placement or closing of the deal (issuing by the customer of 

a Purchase Order) 

5. Order acknowledgment / Confirmation - Confirmation that the order is booked and/or 

received 

6. Invoicing / billing - The presentment of the commercial invoice / bill to the customer 
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7. Order sourcing / Planning - Determining the source / location of item(s) to be shipped 

8. Order changes - Changes to orders, if needed 

9. Order processing - Process step where the distribution center or warehouse is responsible to 

fill order (receive and stock inventory, pick, pack and ship orders). 

10. Shipment - The shipment and transportation of the goods 

11. Track and trace - Determine the current and past locations of the goods during transit 

12. Delivery - The delivery of the goods to the consignee / customer 

13. Settlement - The payment of the charges for goods / services / delivery 

14. Returns - In case the goods are unacceptable / not required 
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UNIT-IV 

The transport operations management module deals with the principles, systems, processes, 

and best-practice methodologies, and tools that will help equip the practitioner or operator with the 

needed skills and know how to better perform in this highly competitive logistics industry. 

Transportation helps shape an nation’s economic health and quality of life. Notonly does the 

transportation system provide for the mobility of people and goods, it also influences patterns of 

growth and economic activity by providing access to land. The performance of the system affects 

public policy concerns like air quality, environmental resource consumption, social equity, land use, 

urban growth, economic development, safety, and security. 

 

The Transport Field: 

 Infrastructure 

 Vehicle 

 Operations 

The management of transportation operations is comprised of all types and modes, including 

tracking and managing every aspect of vehicle maintenance, fuel costing, routing and mapping, 

warehousing, communications, EDI implementations, cargo handling, carrier selection and 

management, and even accounting. 

 

Transport or transportation is the movement of humans, animals and goods from one location to 

another. Modes of transport include air, rail, road, water, cable, pipeline and space. The field can be 

divided into infrastructure, vehicles and operations. 

Operations Management is the forbearer of transport operations. The principles used in the 

manufacturing industry are still relevant and useful in the successful management of transport 

operations. The growing complexity and scope of transport in logistics pose dynamic challenges to 

the transport manager. 

Surface transport: 

 Transport the movement of people or goods by road, train, or ship, rather than by plane: The 

development of new links between the airport and surface transport has been slower than expected. 

Transport modes are the means by which people and freight achieve mobility. They fall into one of 

three basic types, depending on over what surface they travel – land (road, rail and pipelines), water 

(shipping), and air. 

 

 

https://people.hofstra.edu/geotrans/eng/ch3en/conc3en/passenger_options.html
https://people.hofstra.edu/geotrans/eng/ch3en/conc3en/freight_options.html


 Road transportation:  

A road is an identifiable route of travel, usually surfaced with gravel, asphalt or concrete, and 

supporting land passage by foot or by a number of vehicles.The most common road vehicle in the 

developed world is the automobile, a wheeled passenger vehicle that carries its own motor. As of 

2002, there were 591 million automobiles worldwide. Other users of roads include motorcars, 

motorcycles, buses, trucks, bicycles and pedestrians, and special provisions are sometimes made 

for each of these. For example, the use of bus lanes give priority for public transport, and cycle 

lanes provide special areas of road for bicycles to use.Motorcars offer high flexibility, but are 

deemed with high energy and area use, and the main source of noise and air pollution in cities; 

buses allow for more efficient travel at the cost of reduced flexibility.Road transport by truck is 

often the initial and final stage of freight transport. 

Road infrastructures are large consumers of space with the lowest level of physical constraints 

among transportation modes. However, physiographical constraints are significant in road 

construction with substantial additional costs to overcome features such as rivers or rugged terrain. 

While historically road transportation was developed to support non-motorized forms of 

transportation (walking, domestication of animals and cycling at the end of the 19th century), it is 

motorization that has shaped the most its development since the beginning of the 20th century. 

Road transportation has an average operational flexibility as vehicles can serve several purposes 

but are rarely able to move outside roads. Road transport systems have high maintenance costs, 

both for the vehicles and infrastructures. They are mainly linked to light industries where rapid 

movements of freight in small batches are the norm. Yet, with containerization, road transportation 

has become a crucial link in freight distribution. 

 Rail transportation: 

Railways are composed of a traced path on which wheeled vehicles are bound. In light 

of more recent technological developments, rail transportation also include monorails and 

maglev. They have an average level of physical constrains linked to the types of locomotives 

and a low gradient is required, particularly for freight. Heavy industries are traditionally linked 

with rail transport systems, although containerization has improved the flexibility of rail 

transportation by linking it with road and maritime modes. Rail is by far the land transportation 

mode offering the highest capacity with a 23,000 tons fully loaded coal unit train being the 

heaviest load ever carried. Gauges, however, vary around the world, often challenging  the 

integration of rail systems. 
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Rail transport is a means of conveyance of passengers and goods by way of wheeled 

vehicles running on rail track, known as a railway or railroad. The rails are anchored 

perpendicular to railroad train consists of one or more connected vehicles that run on the rails. 

Propulsion is commonly provided by a locomotive, that hauls a series of unpowered cars, that 

can carry passengers or freight. The locomotive can be powered by steam, diesel or 

by electricity supplied by trackside systems. Alternatively, some or all the cars can be powered, 

known as a multiple unit. Also, a train can be powered by horses, cables, 

gravity, pneumatics and gas turbines. Railed vehicles move with much less friction than rubber 

tires on paved roads, making trains more energy efficient, though not as efficient as 

ships.Intercity trains are long-haul services connecting cities, modern high-speed rail is capable 

of speeds up to 430 km/h (270 mph), but this requires a specially built 

track. Regional and commuter trains feed cities from suburbs and surrounding areas, while 

intra-urban transport is performed by high-capacity tramways and rapid transits, often making 

up the backbone of a city's public transport. Freight trains traditionally used box cars, requiring 

manual loading and unloading of the cargo. Since the 1960s, container trains have become the 

dominant solution for general freight, while large quantities of bulk are transported by 

dedicated trains. 

 Pipelines: 

 Pipeline routes are practically unlimited as they can be laid on land or under water. The 

longest gas pipeline links Alberta to Sarnia (Canada), which is 2,911 km in length. The longest 

oil pipeline is the Transiberian, extending over 9,344 km from the Russian arctic oilfields in 

eastern Siberia to Western Europe. Physical constraints are low and include the landscape and 

pergelisol in arctic or subarctic environments. Pipeline construction costs vary according to the 

diameter and increase proportionally with the distance and with the viscosity of fluids (from 

gas, low viscosity, to oil, high viscosity). The Trans Alaskan pipeline, which is 1,300 km long, 

was built under difficult conditions and has to be above ground for most of its path. Pipeline 

terminals are very important since they correspond to refineries and harbors. 

Network Connection: 

 Traditionally in logistics configuration may be at the level of the warehouse (node) or at level 

of the distribution system (network). 

 Configuration at the level of the distribution system concerns primarily the problem 

of location of the nodes in a geographic space and distribution of capacity among the nodes. The first 

may be referred to as facility location (with the special case of site selection) while the latter to as 

capacity allocation. The problem of outsourcing typically arises at this level: the nodes of a supply 

chain are very rarely owned by a single enterprise. Distribution networks can be characterized by 

numbers of levels, namely the number of intermediary nodes between supplier and consumer: 
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 Direct store delivery, i.e. zero levels 

 One level network: central warehouse 

 Two level network: central and peripheral warehouses 

This distinction is more useful for modeling purposes, but it relates also to a tactical decision 

regarding safety stocks: considering a two level network, if safety inventory is kept only in peripheral 

warehouses then it is called a dependent system (from suppliers), if safety inventory is distributed 

among central and peripheral warehouses it is called an independent system (from 

suppliers).[17] Transportation from producer to the second level is called primary transportation, from 

the second level to consumer is called secondary transportation. 

Although configuring a distribution network from zero is possible, logisticians usually have to 

deal with restructuring existing networks due to presence of an array of factors: changing demand, 

product or process innovation, opportunities for outsourcing, change of government policy 

toward trade barriers, innovation in transportation means (both vehicles or thoroughfares), introduction 

of regulations (notably those regarding pollution) and availability of ICT supporting systems 

(e.g. ERP or e-commerce). 

Once a logistic system is configured, management, meaning tactical decisions, takes place, once 

again, at the level of the warehouse and of the distribution network. Decisions have to be made under a 

set of constraints: internal, such as using the available infrastructure, or external, such as complying 

with given product shelf lifes and expiration dates. 

At the warehouse level, the logistician must decide how to distribute merchandise over the racks. 

Three basic situations are traditionally considered: shared storage, dedicated storage (rack space 

reserved for specific merchandise) and class based storage (class meaning merchandise organized in 

different areas according to their access index). 

Picking efficiency varies greatly depending on the situation. For man to goods situation, a 

distinction is carried out between high level picking (vertical component significant) and low level 

picking (vertical component insignificant). A number of tactical decisions regarding picking must be 

made: 

 Routing path: standard alternatives include transversal routing, return routing, midpoint routing 

and largest gap return routing 

 Replenishment method: standard alternatives include equal space supply for each product class 

and equal time supply for each product class. 

 Picking logic: order picking vs batch picking 

At the level of the distribution network, tactical decisions involve mainly inventory 

control and delivery path optimization. Note that the logistician may be required to manage the reverse 

flow along with the forward flow. 
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Problems of Road Transport: 

 

Road transport in India suffers from the following problems: 

1. Bad Roads: 

The roads in India are in bad shape. The link roads are not properly metaled and many are even 

Kucha Roads. The vehicles have to bear more wear and tear and the cost of operating them is 

unreasonably high. 

 

2. Slow Growth of Vehicles: 

The growth of commercial vehicles has been very slow because of higher operation costs. The 

rates of fuel are growing up every now and then. The prices of vehicles are very high due to heavy 

excise duties. The taxes on commercial vehicles are also exorbitant. All these factors are responsible 

for the slow growth of commercial vehicles. 

3. Lack of Co-ordination: 

There is a lack of co-ordination between the centre and the states. The states want the centre to 

construct and maintain main highways but on the other hand centre is trying to shift this burden on the 

states. It has resulted in the blocking of rapid development of roads in India. 

4. Competition among Different Modes: 

There is a competition among different modes of transport. The transport policies of different 

states are different. Some highways have more traffic while on others there are not sufficient transport 

services. 

5. Heavy Taxes: 

There is heavy tax burden on motor transport in India. Tax burden per motor vehicle in India is 

Rs. 3500 while in America it is Rs. 860 and in Britain Rs. 470. This tax burden should be lowered. 

6. No proper Maintenance: 

Roads are not maintained properly in India. Less than 0.1 percent of the national income is 

spent on the maintenance of roads in India, while in Japan it is 3 percent of the national income. 

7. Less Roads in Rural Areas: 

Sixty percent of villages are without roads in India. It adversely affects our agriculture and 

rural economy. Government should develop roads speedily in rural areas. 

8. Lack of Guest Houses: 



There is lack of guest houses and hotels along the roadside in India. More guest houses should 

be built along the road sides, so that people may undertake long road journeys easily. 

9. Inefficient Management and Services: 

According to 'Road Transport Reorganization Committee', 90 per cent of the operators are 

small operators owning five vehicles or less. Owing to this small number, satisfactory and efficient 

service is not being provided to the people. 

10. Rising Prices of Petrol/Diesel: 

Due to high prices of petroleum products and diesel operational costs of road transport are 

rising and making the mode of transport more costly. 

11. Undisciplined Driving and Accidents: 

Most of the drivers on the roads are unskilled and untrained. They also drink alcohol while 

driving. As such, road accidents are more frequent in India. 

12. Bad Conditions of Road: 

In India, roads are not well-maintained as there are no timely repairs. It causes discomfort and 

quick depreciation of vehicles. 

Problems of rail transport: 

Although the development of railways in our country took place rapidly, still there are 

numberless problems in the path of steady growth. The main problems are stated as under: 

1. Old Track and Poor State of Rolling Stock. 

The major problem faced by Indian railways is that the tracks are old and outdated. These old 

tracks cause many serious railway accidents. This has also resulted in speed restrictions. Virtually, 

every new timetable, running time of all trains has been increased while railways in other advanced 

countries are reducing it drastically. 

2. Travel without Tickets: 

Another problem that is being faced in India is that a large number of passengers travel without 

purchasing tickets. Indian railways have to bear extra loss of about Rs. 5 crore every year on account 

of traveling without tickets. 

 

 



3. Railway Accidents: 

The incidence of railway accidents in our country is greater as compared to other countries of 

the world. Accidents occur due to the errors and negligence of the employees. 

4. Attack on Railways: 

The Indian railways had to suffer a heavy loss of crores of rupees. The railways are attacked 

during the time of disturbances and violence's that arise in any part of the country. For instance, there 

was heavy loss of railways in the movements of West Bengal, Telengana and Assam etc. 

 

5. Lack of Modern Management: 

There is a lack of modern management as railway failed to attract adequate incentives and 

suitable talent. In addition to it, it could not make economic analysis for perspective planning tariff. 

6. Outmoded Technology: 

The rolling stock technology is absolutely outmoded. The system is beset with excessive man-

power and manpower development has not kept pace with technology up gradation. This has made 

railways incapable of coping with increasing transport demand and of raising and improving the traffic 

volume and flows at lower unit cost of operation. 

7. Problem of Replacement: 

The problem of replacement of old and obsolete railways engines, wagons and other equipment 

has created a serious problem in India. 

8. Problem of Laying Double Lines: 

Most of the railway lines are single lines which create great inconvenience to the railway 

organization and passengers. 

9. Inadequate Investment: 

The railway transport has lagged behind the requirement due to inadequate investment. The 

shortcoming has been highlighted by different committees, The National Transport Policy Committee, 

The Rail Tariff Enquiry Committee and The Railway Reforms Committee. 

10. Competition with Road Transport: 

The competition with road transport is growing in intensity, both in passenger and in goods 

transport. The lack of coordination between railways and road transport has lowered the earning 

capacity of the railways. This has further caused delay in traffic movement and inconvenience to 

passengers. 



UNIT-V 

Logistics International Scenario: 

In a move to cut down costs, producers are exploring around the globe in search for the lowest 

cost exporters/suppliers. Lured towards developing countries in south-east Asian region for lower-

wages, transportation industry is stretching its reach longer than ever before. Major players are 

focusing overseas markets for outsourcing cheap manufacturing as well as expanding their businesses. 

This result in outbound logistics. And acceleration in manufacturing capacity is driving many 

producers to shutter superfluous plants. The rest of the plants are gaining the developing rhythm, but 

must export overseas now to sustain their positions in the market.  

 

             Boom in the Internet based services made overseas suppliers capable to match foot with local 

suppliers. Web-based sales, services and supplies are emerging vertically. 

 

                 The expanding reach has compelled logistic industry to spur cross-border trade. Regardless-

of this outbreak of activity, it is commonplace also for expert managers of local logistics to get 

acquainted with the complexity of international trade logistics. Global transportation and relevant 

services includes much complex documentation than for domestic shipments. It almost includes longer 

delivery times. Evaluation of the arrival times of international shipments is just a magic than solid 

fact.  

 

                 The business players always look for just-in-time shipments, thus it aspires enhanced build-

to-order model and lot-size-of-one shipments, which results more pressure on logistics industry. 

Logistics industry has usually been old-fashioned traditions. Usually, the shipping personals would 

decide for carriers, customs agents and so on. Normally, their search doesnt go beyond the initial 

service providers who cover all the minimum requirements. Once the shipment kicks-off its journey 

towards its destination, it is really hard to assume reaching time. For example, a ship that started its 

journey from Asia could meet harsh weather, which may delay its reaching on the West Coast for 

three days. On the other hand, the trucks at the West Coast would have to wait and sat empty and ideal 

for the three days, which would certainly result in big loss. These kind of unpredictable losses are 

usual in international logistics. 

 

                     Thus, even the largest multi-national companies avoided logistic services on a worldwide 

basis. They opt to establish their operations in each country and let them to manage logistics 

individually. 

 

              The boom in Internet services changed international logistics rapidly. At present, vendors can 

cater massive numbers of global shipments. Complying with this, they create and uphold substantial 

databases, which cover country-specific laws and regulations. Factually, thousands of combinations of 

containers, ports, and so on are likely counted for moving a shipment. International logistics vendors 



also maintains cost and route information on hundreds of hundreds carriers, which are operational in 

dozens of regions, which offers both lower freight bills and cutting of delivery times. 

 

                 A biggest disadvantage in international logistics is the vagueness in arrival times. Materials 

managers have had modest choice, so they had get around by adding more safety stocks. Thus, the 

costs of inventory management in the overseas parts are naturally higher. 

Logistics implications of internationalization: 

Internationalization is a necessary step for any logistics company which wants to 

consolidate in an increasingly globalized and interconnected world. Moldtrans this process 

initiated some years ago and this experience has allowed us to meet the challenges of growing up 

in the outside. 

Decision of internationalising logistics services is usually motivated by one or more of these four 

reasons: 

1. The opportunity to expand the channels of sale with the opening of new markets. 

2. The relocation of industry, seeking more affordable labor and better tax conditions. 

3. The need to improve the competitiveness of the company. 

4. Growth and diversification strategies. 

Let's review each of these four reasons and its implications. 

Expansion of sales channels: 

A natural tendency of logistic services is to go beyond the borders of the country where the 

company has emerged to meet the needs of its customers in different countries in which they operate. 

This expansion of sales channels usually starts in the closest to the initial markets: for example, 

the European market is the area of natural extension of the business of enterprises in countries of the 

European Union, given that the goods can move freely throughout the territory of this political and 

economic unity. At the same time, the world market goes liberalizing and increase the logistics needs 

of emerging countries, both to receive goods and raw materials and to export their production to 

neighbouring countries. 

At the time that expand the channels for the sale of companies, increases the demand of the 

customers about the quality of logistics services. Behind was the era in which it was assumed that a 

truck or a freight would when I had to get: companies require strict observance of transit times and 

even information in real time on where is your cargo. 

Relocation of industry and market liberalization: 



The globalization of markets and the capital has changed the landscape of the global industry. 

The search for more competitive labour and tax advantages in emerging countries, together with the 

improvement of transport systems, is running out with the traditional manufacture close to sales 

channels. The products are manufactured today thousands of miles away from where they are 

marketed and require complex logistics of distribution to arrive when it is up to the point of sale. 

To meet these challenges, the logistics sector has experienced a revolution that has led him to 

become involved in new areas. Currently, the logistics service starts even before the product is 

manufactured. For example, receives the status of the stock or the evolution of sales to production 

environments, to optimize the operation of the factories. 

Improve the competitiveness: 

The highly competitive global environment requires logistics companies to innovate to 

anticipate the needs of its customers. 

Factors such as the deficit of trade balance, fair competition or unfair competition increasing 

pressure on the statements of income of logistics companies. The companies in the sector has proven 

to be able to deal with the first two aspects in various ways, but it is only possible to curb unfair 

competition by reinforcing controls and defining Community rules and the world to limit these 

mismatches. 

Training is one of the most valuable aspects to increase the capacity of reaction and 

anticipation to the competence of the enterprises of the logistics industry. But to remain competitive 

and maintain controlled costs, they should be able to design competitive strategies involving all areas 

and members of the company. 

Growth and diversification: 

Strategies to internationalize a logistics services company are diverse. The distribution network 

can be created through the own expansion of the structure of the company, the acquisition of other 

companies, franchising or establishing alliances. 

Moldtrans decided many years ago by the Alliance system with business specialists in each 

geographical area. This model allows us to have professionals who know their market, which 

facilitates the relationships with clients and brings confidence. The success of this system lies in the 

possibility of combining systems for the sale of each company, to carry out joint commercial 

campaigns in the countries or areas of each Member of the network. For example, in Moldtrans sale 

we make in Spain of Turkey services in charge of trade accompanied by his Turkish colleagues 

Spaniards; This collaboration provides a real competitive advantage. 

As part of its strategy of internationalization, Moldtrans opened years ago the market Spanish 

setting up a home network, through the Alliance with correspondents deployed locally, according to 

the general policy of the group. This opening of the national market allows to expand the 

internationalization of the company and offer a service door to door from anywhere in the world. 



Knowledge and information as key to growth: 

The success of the internationalization of an enterprise through knowledge of its customers and 

their products. Only in this way is possible to anticipate their needs and develop services and products 

that are sensitive to the expansion plan was raised by a company. 

It is essential to control the distribution network and the information derived from it. Good 

communication with the partners of the company is not only to be able to understand with a good 

command of languages. As partners of our company, it is essential that we get a good line 

professional, in a way that, together, we establish and pursue the same objectives. 

Trends towards Internationalization: 

 Growth patterns: Growth in the logistics industry is no longer driven by exports from Asia to 

North America and from Asia to Europe. It will come from elsewhere, and will be more 

fragmented, more unpredictable and more volatile. Economic and population growth will be 

increasingly centred in cities. Infrastructure is becoming a major determinant for growth. 

 Flexibility: Meeting consumer’s requirements at multiple locations with multiple transport modes 

at different times requires a flexible supply chain that can adapt easily to unexpected changes and 

circumstances. 

 Globalisation: International, mature and emerging markets have become a part of the overall 

business growth strategy for many companies. Going ‘international’ has become the standard and 

logistic solution providers need to enable that trend. 

 Near shoring: As labour costs in Asia and transportation costs rise, increasing amounts of 

manufacturing are being brought closer to the end user. 

 Multi-channel sourcing: End-consumers increasingly source via multiple channels, ranging from 

brick & mortar shops to e-commerce. The logistics industry needs to support multi-channel 

strategies of their customers. 

 Information technology: The growing complexity and dynamism of supply chains requires 

increasingly advanced Information Technology solutions. 

 Continuity: To be able to secure speed to market and to reduce risk of delays, alternative transport 

modes and routes are required to support the continuing trend of outsourcing of logistics services. 

 Sustainability: Customers increasingly prefer products that are made and sourced in ‘the right 

way’; minimising business’ social, economic and environmental impact on society and enhancing 

positive effects. 

 Compliance: Anti-bribery and corruption legislation is having an increasing impact on supply 

chains, since multinational companies demand that no facilitation payments are made during the 

export of their goods, yet still seek to source from low cost countries, which are often also at the 

bottom of Transparency International’s global corruption index. 

 Partnerships: Manufacturers continuously search for supply chain innovations and gains through 

partnerships with logistic service providers. 



 End-to-end visibility: Complete visibility of the entire supply chain aspires to achieve true 

demand-driven planning, allowing efficient response to changes in sourcing, supply, capacity and 

demand. 

 Complexity: Supply chains are becoming increasingly complex and dynamic with sourcing 

locations being changed increasingly quickly and purchase orders becoming smaller and more 

frequent. 

These developments will have their effect on day-to-day logistics, and companies will need to prepare 

for ‘the new normal’ in supply chain management. With all these changes, staying up-to-date on the 

latest trends in logistics is more important than ever. 

Organising for International Logistics: 

The three main elements of organising international logistics are: 

·         Layering and tiering 

·         Evolving role of plants 

·         Reconfiguration processes 

 

1.    Layering and Tiering: 

It’s important to consider a wide organizational setting along with the asset centralisation and 

localization. Laying out the flow if information separately from the physical operations is used in 

global coordination and local operation. 

 

2.    Evolving Role of Plants 

The evolution of the role of plants focuses on achieving the targeted international capabilities of global 

efficiency, worldwide learning and local responsiveness, either separately or together. The way 

activities are performed and the changes in demand and location requirements all play their part. 

 

3.    Reconfiguration Processes 

A central issue is the required changes in international logistics pipelines. There can be large 

differences in reconfiguration paths across different companies, even where the companies use the 

same supply chain structure. The differences include: 

·         Supply chain scope 

·         Focus 

·         Tendency 

·         Timetable 

·         Pace 

·         Authority 

Challenges of international logistics: 

When going global, companies of all sizes face a number of logistical challenges. Effectively 

planning, controlling, and managing the movement and storage of goods and services as they extend 



over international boundaries - from raw-material suppliers to end customers - poses several logistics 

challenges that companies should contemplate before going global. 

1. Unknown supply-chain risks and volatility. 

The longer the supply chain, the more exposure to risk and potential disruption. For example, 

earlier this year, global manufacturers Toyota and Sony encountered supply disruptions due 

to multiple earthquakes in Japan. When disasters such as this occur, it's important to "develop a supply 

chain plan that helps mitigate as much of the risk as possible," according to eft Supply Chain and 

Logistics Business Intelligence. 

To best manage global supply-chain risk, companies must identify and assess the potential 

issues, work through various what-if scenarios, and gain transparency into their own suppliers' 

operations by assessing the financial stability and wherewithal of their Tier 1, 2, and 3 vendors. These 

steps will help prepare companies to face unknown supply-chain risks as they arise. 

2. Greater supply-chain variability. 

Variability - the difference between what we expect from something and what actually 

happens - becomes a key issue when doing business overseas. Within the supply chain, deviation from 

planned production, supply, and transit times can increase variability. Rather than invest in large 

buffer inventories to cover those gaps, companies should closely examine their supply-chain 

capabilities and then determine how well those competencies translate into the global environment. 

If, for example, the infrastructure is inadequate, then a multipurpose distribution network that 

incorporates new physical warehouses and transportation options can guarantee responsiveness and 

flexibility in high-variability environments. 

3. Less supply-chain visibility. 

Maintaining good supply-chain visibility - tracking shipments as they move around the world - 

becomes difficult when multiple carriers, third-party logistics providers, and modes are used to 

transport goods overseas. 

According to KPMG, 40% of global manufacturers lack information and material visibility 

across their supply bases. Poor visibility can lead to shipment delays, supply-chain disruptions, and 

revenue losses that can severely affect a global business. 

To reduce the business and supply-chain risk associated with visibility, organizations are using 

collaborative processes like data sharing and demand planning across departments and business 

partners. They are also turning to cloud-based software platforms for data collection and information 

sharing and are working with global logistics experts to effectively identify and address any visibility 

gaps before they become problems. 

http://www.nytimes.com/2011/03/20/business/20supply.html?pagewanted=all
http://www.eft.com/supply-chain/japan-and-ecuador-earthquakes-highlight-supply-chain-risks
http://www.eft.com/supply-chain/japan-and-ecuador-earthquakes-highlight-supply-chain-risks
http://www.supplychain247.com/article/supply_chain_transparency_a_challenge_kpmg_outlook_report/KPMG


Going global adds time, complexity, distance, and new risks to the logistics equation. As the 

global marketplace continues to expand, those companies that assess their skills and capabilities now - 

and look to partners with the expertise and infrastructure to help - will be well-positioned to support 

both existing and future global business initiatives. 

EVER CHANGING CUSTOMER NEEDS: 

The era of one fits all type of service providing has ended. Nowadays, logistics solutions must 

be tailored to each customer. Full transparency of orders, visibility from raw material stage to final 

goods sale, and reverse logistics have almost become standard for some commodity groups. With too 

many variables in global logistics and many different parties getting involved, keeping above level of 

service might be challenging at times. 

ON TIME DELIVERY: 

The situation in the US West Coast ports over the past 10 months has been nightmare for all 

parties involved, due to the work slowdowns. Vessels that usually takes about two weeks to arrive 

from Asia wouldn’t discharge for almost a month. At some point, the average container pick up time 

from the terminal was 15 days. This is just one small example of how it becomes more and more 

challenging to keep on time delivery rates high. A strike in India, war risk in Middle east, piracy in 

Somalia and even Chinese New Year Holiday are all contributing factors to this problem one way or 

another. As we become more and more interconnected, we will see these problems will increase in the 

future 

INFRASTRUCTURE: 

In the age of mega alliances, one major problem stands out: the infrastructure. With thousands 

of vessels already serving the major trade lanes around the globe, the problem of lack of infrastructure 

has become clearer recently. Most of the terminals are still trying to complete their set up to accept 

such large vessels and service them. This is causing congestion problems at some terminals. Also 

Panama Canal expansion is still underway and although it’s expected to be completed by next year, we 

will still see some issues in the beginning. Although cost effective, less carbon emission and makes 

more economical sense for the steam shiplines. Without the infrastructure to accommodate these 

vessels, we will see the congestion issues to continue. 

  Infrastructure problems, especially in developing countries, pose a serious problem in general. 

The container handling from Asia to US increased from 115.7million teus to 405 million teus between 

years 2000 and 2014. This increase is expected to continue in the coming years, especially after the 

free trade agreements being worked on are put into effect. Although the most sophisticated one, China 



is still struggling with keeping up the increased demand. Indian road conditions, south east Asian 

weather related problems, are all contributing to Infrastructure problems. 

CAPACITY: 

Overcapacity in ocean shipping and tightening capacity in domestic shipping in the US are 

both affecting the logistics world in a different way. Various studies were conducted by Drewry and 

Alphaliner. They found that freight rates are on continuous pressure due to large vessel deliveries. 

Lack of demand and oversupply was one of the biggest problems in the past few years. The three 

largest container carriers — Maersk, MSC and CMA CGM — have on order capacity equal to 15.6 

percent of their current combined fleet; the next 18 largest carriers have orders equal to 19.8 percent of 

their existing fleet. 

East coast shipments from Asia still under space pressure which has driven the rates to the 

highest levels in years, however overcapacity for west coast still remains as an issue.  When it comes 

to domestics shipping, there is tightening capacity problems. As per the latest study, there are around 

30,000 trucker shortages in the US. The industry is almost at 100-percent active truck utilization. This 

is driving the trucking rates higher. Also, the aging workforce, increased regulations and increased 

cost pressure are negatively affecting the flow of cargo domestically. The recent port congestion in 

west coast and harsh winter conditions in the past few years in east and Midwest of the US have made 

everything worse. 

SECURITY: 

Security is growing concern in logistics industry due to goods are being passed from provider 

to provider. Shippers book the cargo with local truckers in origin, who deliveries the cargo to local 

warehouse for handling. The warehouses then load the cargo to trucks which deliver the containers to 

ports. When the shipment arrives to its final destination,  it has passed through seven or eight different 

sets of hands. Unless everyone involved in this process does their due diligence, security becomes a 

problem. When any party (from shippers to local warehouses to truckers that handle the deliveries) 

breaks the procedures, it is only a matter of time before something seriously negative will happen. It is 

important to work with service providers that have secure supply chain processes, that have security 

places in place and that participate government security programs such as C-TPAT or AEO. 

 

Reference: 
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