

What is Logistics?
Logistics is used more broadly to refer to the process of coordinating and moving resources – people, materials, inventory, and equipment – from one location to storage at the desired destination. The term logistics originated in the military, referring to the movement of equipment and supplies to troops in the field.
Logistics vs. Supply Chain Management
Logistics and supply chain management are terms that are often used interchangeably, but they actually refer to two aspects of the process.
Logistics refers to what happens within one company, including the purchase and delivery of raw materials, packaging, shipment, and transportation of goods to distributors, for example. While supply chain management refers to a larger network of outside organizations that work together to deliver products to customers, including vendors, transportation providers, call centres, warehouse providers, and others.
Logistics Components
The management of logistics can involve some or all of the following business functions, including:
· Inbound transportation 
· Outbound transportation
· Fleet management
· Warehousing
· Materials handling
· Order fulfilment
· Inventory management
· Demand planning
Why Logistics is Important
Although many small businesses focus on the design and production of their products and services to best meet customer needs, if those products cannot reach customers, the business will fail. That’s the major role that logistics plays.
But logistics also impacts other aspects of the business, too.
The more efficiently raw materials can be purchased, transported, and stored until used, the more profitable the business can be. Coordinating resources to allow for timely delivery and use of materials can make or break a company.
And on the customer side, if products cannot be produced and shipped in a timely manner, customer satisfaction can decline, also negatively impacting a company’s profitability and long-term viability.
What is logistics? Definition and meaning
Logistics is basically ensuring that all the material and personnel are in the right place at the right time to make sure that a project or a business objective is accomplished. In the military, it is the science of planning and carrying troops and equipment, plus the movement and maintenance of forces.
BestLogisticsGuide.com says the following regarding the definition of logistics:
“[It] can be defined as having the right type of product or service at the right place, at the right time, for a right price and in the right condition.”
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Business logistics is all to do with getting the right item in the right amount at the right time at the right place for the right price in the right conditions to the right customer.
The word can be used as a singular or plural noun, i.e. we can say either logistics ‘is’ or ‘are’.
Logistics in the world of business
In business, logistics is the management of the flow of things between their point of origin and their final destination in order to meet the needs of companies and customers. It is a subset of supply chain management.
The resources managed in logistics include a wide range of items, including:
· Food
· People
· Animals
· Materials
· Time
· Information
· Vehicles, Boats and Airplanes
The logistics of physical things – things we can touch – generally involves the integration of material handling, information flow, production, packaging, transportation, inventory, warehousing and security.
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Logistics management means to plan, implement and control the effective forward-reverse movement of goods – plus sharing the related information between the point of origin and the point of consumption in order to meet customers’ needs.
Origin of logistics
Some economic historians and etymologists (they study the origin of words) say that evidence points to the term coming from the late nineteenth century – from the French word logistique (loger = to lodge), and was first used by Baron de Jomini, (1779-1869), a Swiss officer who served first as a general in the French and later in the Russian service.
Others say it came from the Greek word λόγος (pronounced: lauvos), which means ‘reason’ or ‘speech’, and λογιστικός (pronounced: lehisticoz), which means ‘responsible for counting’ or ‘accountant’.
According to etymonline.com, logistics originates from:
“Art of moving, quartering, and supplying troops,” 1879, from French (l’art) logistique “(art) of quartering troops,” which apparently is from Middle French logis “lodging” (from Old French logeiz “shelter for an army, encampment.”
What does a logistician do?
A specialist in logistics is called a logistician. They analyze and coordinate a business’ or organization’s supply chain – the system that moves products from supplier to consumer.
Logisticians manage the whole life cycle of a product, starting from where it is acquired, then distributed, allocated and finally delivered. They exist in virtually every industry.
Typically, logisticians do the following:
· – Foster business relationships with both suppliers and customers.
· – Strive to determine what customers’ needs are, understand them, and how to make sure they are met.
· – Determine where materials, supplies and finished products go.
· – Find the cheapest and fastest way to move goods.
· – Assess each logistical function, and try to improve those identified as needing improvement.
· – Present plans, assessments and performance data to management.
· – Make suggestions and proposals to management and customers regarding improvements.
· – Keep informed regarding latest advances in logistics technology and incorporate new technologies into current procedures.
A logistician oversees several activities of a company, including purchasing, shipping and delivery, inventory, and warehousing. He or she uses sophisticated software systems to plan and monitor the movement of goods.
According to sokanu.com, in the United States the federal government is the largest employer of logisticians. Many logisticians who work in the military are, in fact, civilians. Any company that is involved in deliveries, such as couriers and freight shipping businesses, will have a large team of logisticians.
Inbound Logistics
Inbound logistics refers to the internal logistics tasks and activities that businesses need to complete in order to operate. Inbound logistics usually refers to the logistical operations of companies that operate fairly upstream (B2B).
In terms of the supply chain, it involves the relationship with parties that operate further upstream than the given business. Depending on the business, the parties that operate upstream may vary dramatically in their respective operations.
For example, consider being a car manufacturer. The manufacturer’s inbound logistics would entail the sourcing of raw material inputs (sheet metal, glass, wiring, plastics, etc.), how to store the materials in preparation for and during the assembly process, and how to manage the flow of manufactured automobiles that leave the factory.
From the perspective of an upstream player, for example, the metal foundry that produces the sheet metal, the inbound logistics would vary. The inbound operations would include sourcing raw materials such as metal ores, storing and using the materials in production, and managing the flow of completed products.
 Outbound Logistics
Outbound logistics refer to the tasks and activities involved with moving the product to the end user. Such logistic duties usually apply to players that operate relatively downstream, which are usually the last party in the supply chain. The duties include the storage of manufactured inventory, the transportation of manufactured goods to the point of sale, and sometimes, the shipping and handling involved to get certain products to the end user.
Going back to the auto manufacturer example, the parties involved with the outbound logistics of that supply chain would be the wholesalers and dealers. The factory operations would be in charge of assuring that the right amount of ordered inventory arrives at the dealer at a given time.
In turn, the dealer would be in charge of coordinating the storage and upkeep of the vehicles on its lots, as well as the shipping and handling of vehicles that are ordered by customers that live in faraway areas.

6 Logistics activities or 6 Functions of logistics in an organization
Logistics is also known as Physical Distribution management. Logistics is an activity carried out by many different companies for the physical distribution of goods. FMCG, consumer durables, and many other industries regularly manufacture goods. These goods have to be transported to the distributors and dealers and lastly to the end consumer. Logistics is the means to transport the goods from the company to the middlemen or the end consumer.
However, Logistics does not mean “transport” only. There are many different logistics activities or functions of logistics which are used by a company.
For example – If you have to deliver a good from your warehouse to a dealer, then you need to adjust the inventory that you have in your warehouse (because goods are leaving). Similarly, you need to have entries that the goods have left from your warehouse and reached the dealer. In between, you also need to ensure that goods are handled in the appropriate manner and they reach in the desired condition to the dealer. If there are any returns from the dealer, they have to be accounted too.
From the above example, we can understand there are many logistics activities which have to be taken care of. 6 such functions of logistics are discussed in this article
Logistics activities or Functions of Logistics
1) Order processing
The Logistics activities start from the order processing which might be the work of the commercial department in an organization. The commercial department is the one who ensures that the payment terms and the delivery terms have been met and then processes the order from within the company.

Basically, the commercial team accepts the order from the customer and places the order to the warehouse. If the customer has given the payment, a commercial team makes the entry into the system and tells the warehouse that the customer has given an order of 10 units so the warehouse needs to deliver 10 units.
In many companies, the entry from commercial also deducts the inventory in the warehouse. So if the commercial team has given the go-ahead for a purchase order of 10 units, the available inventory will automatically be deducted by 10 units so that double ordering does not happen. This is an important step in logistics activities because any mistake in this step (wrong entries of quantity, delivery address etc) can affect the whole logistics process.
2) Materials handling
Material handling is the movement of goods within the warehouse. It involves handling the material in such a way that the warehouse is able to process orders efficiently. Although it may sound a mundane task, it is an important one and an ongoing activity in any warehouse.

For a small shop with 100 products, it is very easy to move one product from one place to another. But IF this small shop was not sure WHERE the products are kept, the shopkeeper will have to search for the order and the product every time he receives the order. He will have to search this in all the 100 products that he has and then he will have to move the other products so that he can give the ordered product to the customer.
Now multiply this scenario by 100 times. Warehouses of large companies are sometimes half a mile or more in size. Imagine the amount of material stored in the warehouse. If the warehouse manager does not know where the material is stored and how he is going to bring it to the dispatch center of the warehouse, he will be in big trouble and his productivity and efficiency will take a big hit. That is why materials handling is an important function of logistics.
Arranging material within the warehouse properly so as to allow easy movement and dispatch material is an important activity in logistics management. This becomes more important as the warehouse grows in size. Amazon, for example, uses the combination of robotics, AI, and humans for material handling. It is estimated that Amazon ships 16 lakh package a day. Which is equal to 70,000 packages every hour. Imagine the confusion if Amazon did not employ the best material handling equipment and strategies.
3) Warehousing
If we take the example of LG or Samsung, these are consumer durable companies which are present in multiple countries. Their manufacturing might be at one point, but the distribution is all across the world. Thus, warehousing plays a huge role and is one of the important Logistics activities.

The important point in warehousing is that the warehouse should be nearby to the dealer or the distributors’ place and it should facilitate the easy delivery of goods. If there was a product which was from a branded company, but which takes 1 week to deliver, then this product might not move as much in the market as another product which is taking 2 days to deliver even though it is unbranded.
Thus, it makes sense for the branded company to have a closer warehouse so that can immediately deliver the goods. Once a brand establishes itself in a new territory, the first thing it does is to lease a new warehouse so that It can be closer to the territory and closer to the end customers.
The location of warehouses also reduces the pressure on mother warehouse (large warehouses which stock most of the products). When there is a peak in demand or if there is a drop in production, these warehouses can take the pressure of deliveries and they can become interdependent to ensure delivery of goods to consumers.
4) Inventory control
If a firm has 100 units of a product in stock, but the demand is only of 10 units, then the company has uselessly invested in 90 units. This is money which can be used as a working capital and it is money on which banks are applying interest.

On the other hand, another firm had a demand of 500 units, but they have manufactured only 200 units thinking that demand will be less. Now they have lost the orders which is an opportunity cost.  The perfect firm will be one, which has manufactured 100 units, knows there will be 50 units of demand and is ready even if demand doubles. But they are continuously monitoring the demand and are ready for it without investing much in manufacturing.
With the above example, you understood the importance of Inventory control in Logistics activities. Inventory management is one of the most important functions of logistics especially after the adoption of various production techniques such as Just in time manufacturing, lean manufacturing or other manufacturing processes where the cost of inventory management is brought down.
5) Transportation
Now we come to one of the major logistics activities which is one of the most resources heavy and revenue heavy segment of logistics. There is a single reason that transportation is costly – Fuel. Be it petrol, Diesel or gas, fuel is costly, and it is mostly consumed in transportation activities. This is why companies spend lakhs to control the transportation expenses because it is one of the highest variable expense to any company.

Transportation involves the physical delivery of goods from the company to the distributor or dealer and from the dealer to the end customer. Generally, companies are involved only till the point delivery happens to the distributor or the dealer. The distributor is then responsible for the delivery to the end customer. However, transportation is a cost to the dealer as well and reduces his profit – due to which the company has to give higher profits to the dealer – to negate his costs.
The better the warehousing and the inventory management of a company, the lower is the transportation cost for the company. Economies of scale play a major role in the cost-effectiveness of transportation. FMCG adopted “breaking the bulk” method to reduce the cost of transportation and also to improve functions of logistics as a whole.
6) Packaging
There are two types of packaging – One which the customer sees on the shelf of supermarkets or hypermarkets where the package appears attractive and makes the customer buy the packages. The other is transport packaging where the products are packed in bulk so as to avoid any breakage or spillage and yet allow them to transfer huge volumes of the product safely from one place to another.
Packaging the product is a responsibility of the logistics team because otherwise the product will reach damaged to the end customer and this is a huge cost to the company. This is why, especially in export markets, a huge amount is spent in the packaging of the product. The packaging may cost only 1-2% of the value of the product, but if it is not right during transportation, it will result in 100% cost due to the damage and loss of the product.
The above were all the functions of logistics and the logistics activities which have to be taken care of in any major company. Management looks at logistics in two different ways.
In one way, management looks at logistics as interdependent systems. So transportation may be one system and warehousing may be other. In this case, the cost of systems as individuals is controlled and they are calculated as individual costs in the books of accounts.
In other management styles, possibly where the products are large and robust and not small units, the management considers logistics as a whole and it is given its own individual header in the books of accounts. The different logistics activities are clubbed together as one cost and the cost is brought down as the whole.
Concept of Logistics Management:
Logistics management may be defined as follows:
Logistics management consists of the process of planning, implementing and controlling the efficient flow of raw-materials, work-in-progress and finished goods and related information-from point of origin to point of consumption; with a view to providing satisfaction to the customer.

According to Phillip Kotler, “Market logistics involve planning, implementing and controlling physical flow of material and final (finished) goods from the point of origin to the point of use to meet customer requirements, at a profit.”
Points of Comment:
Certain pertinent observations on the concept of logistics are:
(i) The actual work of logistics is supportive in nature. Logistical support is a must for manufacturing and marketing operations.
 (ii) The concept of logistics is based on a total system view of the multitude of functions in movement of materials and goods from sources of supply to users. Accordingly, it forces management to think in terms of managing the total system; rather than just one part of it.
Classification of Logistical Activities:
Logistics (or Logistical Activities) may be Broadly Classified into Two Categories:
I. Inbound logistics; which is concerned with the smooth and cost effective inflow of materials and other inputs (that are needed in the manufacturing process) from suppliers to the plant. For proper management of inbound logistics, the management has to maintain a continuous interface with suppliers (vendors).
II. Outbound logistics (also called physical distribution management or supply chain management); is concerned with the flow of finished goods and other related information from the firm to the customer. For proper management of outbound logistics, the management has to maintain a continuous interface with transport operators and channels of distribution.
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Significance (or Objectives) of Logistics Management:
Logistics management is significant for the following reasons:
(i) Cost Reduction and Profit Maximization:
Logistics management results in cost reduction and profit maximization, primarily due to:
1. Improved material handling
2. Safe, speedy and economical transportation
3. Optimum number and convenient location of warehouses etc.
(ii) Efficient Flow of Manufacturing Operations:
Inbound logistics helps in the efficient flow of manufacturing operations, due to on-time delivery of materials, proper utilisation of materials and semi-finished goods in the production process and so on.
(iii) Competitive Edge:
Logistics provide, maintain and sharpen the competitive edge of an enterprise by:
1. Increasing sales through providing better customer service
2. Arranging for rapid and reliable delivery
3. Avoiding errors in order processing; and so on.
(iv) Effective Communication System:
An efficient information system is a must for sound logistics management. As such, logistics management helps in developing effective communication system for continuous interface with suppliers and rapid response to customer enquiries.
(v) Sound Inventory Management:
Sound inventory management is a by-product of logistics management. A major headache of production management, financial management etc. is how to ensure sound inventory management; which headache is cured by logistics management.
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Key Activities Involved in Logistics Management:
Following is a brief account of key activities involved in logistics management:
(i) Network Design:
Network design is one of the prime responsibilities of logistics management. This network is required to determine the number and location of manufacturing plants, warehouses, material handling equipment’s etc. on which logistical efficiency depends.
 (ii) Order Processing:
Customers’ orders are very important in logistics management. Order processing includes activities for receiving, handling, filing, recording of orders. Herein, management has to ensure that order processing is accurate, reliable and fast.
Further, management has to minimize the time between receipt of orders and date of dispatch of the consignment to ensure speedy processing of the order. Delays in execution of orders can become serious grounds for customer dissatisfaction; which must be avoided at all costs.
(iii) Procurement:
It is related to obtaining materials from outside suppliers. It includes supply sourcing, negotiation, order placement, inbound transportation, receiving and inspection, storage and handling etc. Its main objective is to support manufacturing, by providing timely supplies of qualitative materials, at the lowest possible cost.
(iv) Material Handling:
It involves the activities of handling raw-materials, parts, semi-finished and finished goods into and out of plant, warehouses and transportation terminals. Management has to ensure that the raw-materials, parts, semi-finished and finished goods are handled properly to minimize losses due to breakage, spoilage etc. Further, the management has to minimize the handling costs and the time involved in material handling.
Material handling systems, in logistics management are divided into three categories:
1. Mechanized systems
2. Semi-automated systems
3. Automated systems
(v) Inventory Management:
The basic objective of inventory management is to minimize the amount of working capital blocked in inventories; and at the same time to provide a continuous flow of materials to match production requirements; and to provide timely supplies of goods to meet customers’ demands.
Management has to maintain inventories of:
1. Raw-materials and parts
2. Semi-finished goods
3. Finished goods
Management has to balance the benefits of holding inventories against costs associated with holding inventories like – storage space costs, insurance costs, risk of damage and spoilage in keeping stocks etc.
[bookmark: bookmark52](vi) Packaging and Labeling:
Packaging and labeling are an important aspect of logistics management. Packaging implies enclosing or encasing a product into suitable packets or containers, for easy and convenient handling of the product by both, the seller and specially the buyer.
Packaging facilities the sale of a product. It acts as a silent salesman. For example, a fancy and decorative packaging of sweets, biscuits etc. on the eve of Diwali, makes for a good sale of such items.
Labeling means putting identification marks on the package of the product. A label provides information about – date of packing and expiry, weight or size of product, ingredients used in the manufacture of the product, instructions for sale handling of the product, price payable by the buyer etc.
Labeling is a strong sales promotion tool. The consumer who is persuaded to read the label may, in fact, try to buy the product; even though he/she had no such premeditation (advance idea).
(vii) Warehousing:
Storage or warehousing is that logistical activity which creates time utility by storing goods from the time of production till the time these are needed by ultimate consumers.
Here, the management has to decide about:
1. The number and type of warehouses needed and
2. The location of warehouses.
The above two decisions depend on the desired level of customer service and the distance between the supply source and final destination i.e. markets.
(viii) Transportation:
Transportation is that logistical activity which creates place utility.
Transportation is needed for:
1. Movement of raw-materials from suppliers to the manufacturing unit.
2. Movement of work-in-progress within the plant.
3. Movement of finished goods from plant to the final consumers.
Major transportation systems include:
1. Railways
2. Roadways
3. Airways
4. Waterways
5. Pipelines.
The choice of a particular mode of transportation is dependent on a balancing of following considerations:
1. Speed of transportation system
2. Cost involved in transportation
3. Safety in transportation
4. Reliability of transportation time schedules
5. Number of locations served etc.
Logistics as a set of activities of linking the producers and consumers has good many functional elements. Professor Benjamin S. Blanchard in his title. LOGISTICS, ENGINEERING AND MANAGEMENT has given a beautiful account of each which is worthwhile to go through.
These elements are:
1. Logistics and Maintenance Support Planning:
Interactive planning, organisation and management activities are necessary to ensure that logistics requirements for any given program are properly coordinated and implemented. Initial planning and analysis lead to the establishment of requirements for logistics and the overall support of the system throughout its life cycle.
:
Maintenance planning for those activities related to the reverse flow convinces with the definition of maintenance concept and continues through supportability analysis to the ultimate development of a maintenance plan.
A comprehensive logistics plan needs to be implemented through the establishment and control functions to ensure that the plan is properly carried out.
2. Logistics Maintenance and Support Personnel:
The personal required to perform unique logistics and system maintenance activities are covered in this category.
Such activities include the initial provision and procurement of items of support, production related logistics functions, the installation and checkout of the system and its elements at the user’s operational sites customer service functions, the sustaining support of the system throughout its planned period of use, and those functions required for the retirement and recycling or disposal of material.
Personnel at all levels of maintenance mobile teams, and operation or maintenance at special test facilities and calibration laboratories are included. It is important to include only those who can be directly attributed to the support of that system in evaluation of a particular system.
3. Training and Training Support:
This category includes all personnel, equipment, facilities data or documentation and associated resources necessary for the training of operational and maintenance personnel to include both initial and replenishment or replacement training.
Training equipment say simulators, mock-ups, special devices, training manuals and computer resources Software are developed and utilized as necessary to support the day-to-day-site training, distance education of a more formal nature.
4. Supply Support—Spares or repair parts and associated inventories:
This elements covers all spares say, repairable units, assemblies, modules and the like, repair parts say, non-repairable pasts or components, Censurable, liquids, lubricants, gases disposable items special supplies, and related inventories needed to maintain the prime mission related equipment computers and software, test and support equipment, transportation and handling equipment, training equipment, communications equipment and facilities or utilities.
Spares or repair parts are required throughout the system operational share and in support of the retirement and recycling or disposal of system components.
5. Computer Resources:
This category covers all computers, associated software connecting components, net works, and interfaces necessary to support the day-to-day flow of information for all logistics functions, scheduled and unscheduled maintenance activities and special monitoring and reporting requirements such as those pertaining to CAD/CAM/CAS data the implementation of condition monitoring programs and in support of system diagnostic capabilities.
6. Technical data, Reports and Documentation:
Technical data may include system installation and check out procedures operating and maintenance instructions inspection and calibration procedures, overhaul instruction, facilities data, system modification’s engineering data such as specifications, drawings, materials and parts list, CAD/CAM/CAS data, special reports Logistics provisioning and procurement data, Supplier data, system operational and maintenance data, and supporting data bases. Included in this category is the on-going and interactive process of data collection, analysis and reporting covering the system throughout its life- cycle,
7. Maintenance and Support Facilities and Utilities:
This category covers all special facilities that are unique and are required to support logistics activities, to include storage buildings and warehouses and maintenance facilities at all levels.
Physical plant, portable buildings, mobile vans, personnel housing structures, intermediate level maintenance shops, calibration laboratories and special repair shops such as depots, overhaul material suppliers are considered.
Capital equipment and utilities heat, power, energy requirements, environmental controls, communications, safety and security provisions and the like are generally included as the part of facilities.
8. Packaging, Handling, Storage or ware housing and Transportation:
This category logistics includes all materials, equipment special provisions, containers both resistible and disposable and supplies necessary to support the packages, safety and preservation, storage, handling and or transportation of the prime mission related elements of the system, personnel spares and repair parts, test and support equipment technical data, computer resources and mobile facilities.
Covered in this group are the initial and sustaining transportation requirements for the distribution of materials and for the maintenance and support activities throughout the system life cycle. The primary modes of transportation—air, highways, pipelines railways and water ways and intermodal, truck, rail, truck, waters, rail, water, truck, air and the like are considered.
9. Test, Measurement, Handling and Support Equipment:
This category includes all tools, condition monitoring equipment, diagnostic and checkout equipment, special test equipment, metrology and calibration equipment, maintenance fixtures and stands and special handling equipment required to support operational and maintenance functions through-out the forward and reverse flows, Test and support equipment requirements at each level of maintenance must be considered as well as the overall traceability of test requirement or measures to a secondary standard, a transfer standard and finally to a primary standard.
10. Logistic Information:
This refers to the resources necessary to ensure that an effective and efficient logistics information flow is provided throughout and to the organizations responsible for all the activities that come within its focus. This flow includes the necessary, communication links among the customer, producer or prime contractor, sub-contractors, sup- priors and supporting maintenance organisations.
It is but essential that the proper type and amount of information be provided to the appropriate organisational elements, in proper formats and in a reliable and timely manner with the necessary security provisions included.
Inherent within this category is the utilisation of the latest EC methods, EDI capabilities e-mail and the Internet.
This capability not only tends to facilitate the integration of the organisations participating in a given project but aids in the integration of SC and maintenance activities and the various logistic elements identified for this propose.
What Are the Goals of Logistics?
For any given supply chain to be effective, it is imperative that third-party logistics businesses meet several internal logistics goals and objectives. These business goals include:
· Increasing Efficiency
· Rapid Response
· Fewer Unexpected Events
· Minimum Inventory
· Reduced Transportation and Logistics Cost
· Quality Improvement
Increased Efficiency
Increasing efficiency for both inbound and outbound logistics and transportation should always be a top priority for every logistics organization. To do so, they will need to develop cost-effective transportation rates while, at the same time, reducing overhead, cost-per-order processing, and inventory. By working closely with a transportation provider, warehouse operations like processes, layout, and flow can be improved significantly.  To increase efficiency, consider having the vendor perform value-added services like packaging or quality inspections. This will help catch any errors at the source. Likewise, form a two-way carrier relation with them to share best practices, trends, and opportunities.  
Rapid Response
Similar to efficiency, customer satisfaction plays a crucial role in the overall success of a logistics company. To satisfy your customer service goals promptly, consider a rapid response approach. Thanks to today’s technology, you can now postpone many logistics operations to the last possible moment. This means that you can eliminate excessive inventories that were usually stockpiled in anticipation of customer requirements. You will also be able to shift your operational emphasis from an anticipatory posture and move toward responding to customer requirements based on a delivery-to-delivery basis. 
Fewer Unexpected Events
Unexpected events can happen with every aspect of logistic operations. An unexpected disruption during manufacturing, goods arriving damaged at their final destination, delays with the customer order receipt, or wrong delivery, can all result in wasted time and resources.   Traditionally, these unforeseen events were addressed by establishing safety stocks of inventory or by using a high-cost transport mode. More recently, these have been replaced with sophisticated software, capable of achieving a positive logistics systems control. Depending on how much a company manages to minimize these events, its logistical productivity will also stand to improve. It is, therefore, in everyone’s best interest to keep any unforeseen circumstances at a minimum. 
Minimum Inventory
While on the topic of minimums and unexpected events, inventory management is critical. In the end, aiming to keep these events at a minimum will also involve asset commitment and relative turn velocity. This turn velocity translates to the rate of inventory usage over a given period of time. Inventory availability and high turnover rates indicate that your stocks are used effectively.  The objective of reducing inventory deployment to the lowest possible levels also works to satisfy customers and lower the total logistics cost. The concept of Zero Inventory has been gaining some traction in recent years as managers seek to reduce inventory deployment. This type of approach will have some definite benefits. When inventories are reduced to their lowest-possible levels, various operational defects and inefficiencies also start to show themselves.  That said, having an inventory does provide some benefits of its own. When it comes to economies of scale, particularly in manufacturing or procurement, inventories can generate ROI. In any case, the objective is to reduce the inventory to the lowest possible level, while also achieving the desired operational objectives. 
Reduced Transportation Cost
One of the major costs associated with logistics is transportation. Lowering the cost of transportation requires movement consolidation. It’s important to remember that transportation costs are directly influenced by the type of product being shipped, the size of the shipment, and the distance.  Many logistics systems that provide premium, high-quality service often depend on high-speed, small-shipment transportation. This typically comes at a cost. As a general rule, the larger the shipment, and the longer the distance, the lower the transportation cost per unit. Therefore, having software capable of grouping small shipments for consolidated movement is ideal.  
Quality Improvement
Another goal that needs to be taken seriously is long-term quality improvement, increasing sales and boosting customer satisfaction. In fact, total quality management (TQM) has become a major trend throughout the business landscape. If a product becomes defective for whatever reason or if service promises are not kept, there’s nothing much that can be done about it from a logistics perspective.  Once expended, logistics costs cannot be reversed. And when quality fails, the logistical performance will almost always need to be repeated or reversed. As such, logistics will need to perform to high-quality standards. The problem arises when logistical operations are carried out around the clock and across vast geographical areas. It’s particularly difficult to maintain a zero-defect performance in this type of scenario. In addition, much of the work will be carried out outside of a supervisor’s vision.  Everybody knows that it’s far more costly to rework a customer order as a result of an incorrect shipment or in-transit product damages than to get it right the first time. 
Takeaway
These are, in large, the main goals and objectives every logistics organization should look to achieve. It is for this reason why they should also look to adopt a transportation management software (TMS) and freight management that will best suit their needs.  As we said before, it’s also beneficial to work with expert trucking companies capable of offering you that software, as well as all other services that will help you achieve your goals more quickly and effectively. Rather than having to deal with everything yourself, you can rely on your logistics partner to share the load, exchange ideas and best practices, and help you optimize your processes for mutual success.  With Customized Logistics Group, you will have access to the best software on the market as well as a team to match. Our TMS will not only provide you with everything you need in terms of features and benefits, but it’s also free of charge. Contact us today for more information!
Why Logistics is So Important to Supply Chains
Any successful business leader will acknowledge the crucial importance of effectively organized logistics. They understand that implementing seamless logistics is a key element in keeping pace with customer demands and outperforming competitors.
Whatever the size of your business, you will want to grow and expand. That probably means expanding on a regional, international or global level. Whatever your business location or industry, logistics can help cut on the costs and time you spend to move products from one point to another.
Supply chains are complex and sensitive as they depend on always-changing customer demands. A supply chain cannot ensure high value if it is without effectively organized transport. For this reason, logistics is one of the most crucial factors in the quality of any supply chain.
If you look at effective transport done right, you might get the impression that it “seems simple”. It actually requires a lot of special knowledge, skills and professional management to get it look so “effortless. Don’t let the end result of good logistics fool you – it takes a lot of specialized assistance to get it to flow so smoothly.
Effective transport improves a supply chain by decreasing (if not avoiding) waste of materials and time. This helps supply chain professionals transport products and deliver them to the right location, on time – which is a priority for any successful business.

Effectively coordinated logistics leads to positive business results
As businesses grow and expand (regionally, internationally or even globally), they become more reliant on effectively organized supply chains which includes sophisticated logistics. This element of supply chains is not something that “only matters in large-business development”. It is just as crucial in terms of improving efficiency and profitability with smaller and medium-sized business as well.
Logistics plays an essential part in supply chain management. It is used to plan and coordinate the movement of products timely, safely and effectively.
Customers now not only include your neighbors and local friends; they include people from across the globe, as well. Regardless of the distance, each customer expects their products to be delivered quickly and flawlessly. In order to do this, smart businesses hire experienced professionals to align the pattern of movement of products in the most convenient and practical way.
Logistics helps businesses create value
Providing value to customers does not only refer to quality or quantity. It also refers to availability. As better logistics makes your products more available to an increasing group of people, wise business leaders consider it a very important tool in creating value for customers.
Logistics creates and increases the value businesses offer by improving merchandise, and ensuring the availability of products. In order to provide more value, businesses either work on improving their own logistic activities or rely on professionals.

Logistics helps in reducing costs and improves efficiency    
With global trade growing more popular, logistics has become the heart of supply chains. Business leaders have realized they can reduce their costs by establishing partnerships with other businesses which offer transportation and warehousing.
When businesses start using such services to outsource transport and warehousing, they improve their overall business efficiency, sometimes dramatically. If they let these partners take charge of shipping their goods to end customers, this results in a better reputation and a stronger brand.
By working with highly professional and reliable logistics companies such as A&A, many businesses have improved their efficiency by providing faster delivery of product. This leads to an improved customer experience and higher working efficiency in general.
Logistics helps delivering your product at the right place timely
Logistics is firmly and clearly defined within a supply chain. However, due to differing customer demands, it has to be constantly evolving in order to provide better results. Customers nowadays are more likely to impulse shop using a smartphone, and be equally as impatient about receiving their order.
With professionally organized logistics, businesses are able to answer short-time requirements. By choosing an experienced team of professionals, business entrepreneurs can ensure quick and safe shipping, warehousing and delivery of their products to customers. They can incorporate these services in a way that adds value to their offers, and ensure their products get to the right place on time.

Logistics is the key to success with supply chains
Supply chains are unique networks between businesses that deal with the production, shipment, warehousing and delivery of products. These networks are very important to businesses as they largely affect sales and profits. However, without effective and well-organized logistics, supply chains can’t help your business gain a clear advantage over the competition.
While a good marketing strategy can “open many doors” and attract customers, a reliable logistics service can help your business build and maintain a positive public image. Meanwhile, poorly organized logistics can lead to losing customers and decreased sales.
Keep your customers satisfied, rely on experienced logistic professionals
Satisfied customers are the most precious asset for any business. They are the main drive for the supply chains in each of the three phases: manufacturing, marketing and logistics. For this reason, it is a priority for each business owner to clearly understand customer needs, preferences and demands, and then work relentlessly to meet them.
When successful business leaders acknowledge the needs and requirements of their existing and potential customers, they develop a strategy. Whether the business is small, middle-sized or large, strategies rely on effective logistics.

What is integrated logistics?
This feature consists in the integration of all the operations and processes carried out in the logistics, from the production of the merchandise to the final delivery, in the hands of the customer. In order for integrated logistics to be developed, an organizational system is needed to ensure efficient logistics flow management, controlling related activities.
To facilitate this control, one can divide the integrated logistics into three parts:
· administration of materials (input / output flow);
· movement of materials (transport of inputs / products);
· physical distribution (distribution of products).
 reverse logistics

  
Reverse logistics is the set of activities that is conducted after the sale of a product to recapture value and end the product's lifecycle. It typically involves returning a product to the manufacturer or distributor or forwarding it on for servicing, refurbishment or recycling. Reverse logistics is sometimes called aftermarket supply chain, aftermarket logistics or retrogistics.
Bottom of Form
The aftermarket processes that a product can undergo in reverse logistics are numerous and include:
· Remanufacturing - rebuilding the product with reused, repaired or new parts
· Refurbishment - resale of a returned product that has been repaired or verified to be in good condition
· Servicing - a broad category that includes customer service, field service and product returns, such as issuance of return merchandise authorizations
· Returns management
· Recycling and waste management
· Warranty management
· Warehouse management
Like other supply chain management (SCM) processes, reverse logistics can be made more efficient and profitable with better planning, management and execution, and is a key component of service lifecycle management (SLM). Reverse logistics can have a significant impact on a company's bottom line, in good and bad ways. For example, generous return policies can encourage distributors and retailers to order more stock than they expect to sell, which can increase inventory costs for manufacturers. Proper disposal of products can minimize penalties from noncompliance with environmental regulations.
The same SCM and e-commerce technologies involved in moving products to consumers (known as forward logistics) are used in reverse logistics, including barcodes and scanners used to track returns, materials handling systems in warehouses and Electronic Data Interchange (EDI) for transmitting documents between supply chain providers. SCM and ERP software vendors were initially slow to support reverse logistics, according to some experts, but most sellers now include some reverse logistics features in their suites. A number of niche vendors specialize in it. Third-party logistics providers (3PLs) also offer reverse logistics services.
The Importance of Reverse Logistics in Your Supply Chain
by Newcastle Systems, on Tue, Oct 17, 2017
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What are reverse logistics? How do they affect your supply chain? What can you do to leverage reverse logistics and improve your bottom line?
Read more to find out how the return of goods can actually create potential profit for your company. Learn how to measure and assess your company’s reverse logistics system. Find out some of the benefits that come with a good reverse logistics workflow.
What Are Reverse Logistics?
Reverse logistics refer to monitoring the life-cycle of your products after they arrive at the end consumer. This could include how your product could potentially be reused, how it should be properly disposed of after use, and any other way where your expired product can create value.
The reverse logistics that directly impact supply chains the most are the return of products from the end consumer back to the manufacturer. For the rest of the article, we’ll explain more abiut this process, and ways you can use it to your advantage.
The Return of Goods Sold
Most supply chains will stop measuring the success of their goods once the product is shipped and is delivered on time. While this is can be an accurate measurement of customer satisfaction and profit, it doesn’t account for all cases.
What if your customer receives an incomplete order? What if they feel the item they ordered doesn’t match the product description? Or what if the customer just changes their mind about their purchase? In all three of these likely scenarios, the return of your product qualifies as reverse logistics.
Think about the different phases a product return goes through at your company. These could include:
· The physical shipping of the returned product.
· Quality testing the returned product to replicate the error or identify the flaw.
· Documenting any problems with the returned item.
· The disassembling, repairing, recycling, or restocking of the returned item.
Managing the reverse travel of your product back into the supply chain can help you avoid making the same mistake twice and allow you to reutilize as many components of your product as possible.
Monitoring the Flow of Reverse Logistics in Your Supply Chain
There are four key supply chain analytics that can help you understand the flow of returned products entering your supply chain. They are as follows:
1. Volume. Are the same items being returned over and over? Is this happening in large volumes? Answer yes to either of these questions and you’ve probably got a larger problem than just a few faulty units. You may need to consider a recall or an overhaul of your production process.
2. Percent of Sales. What percentage of your sales are lost to product returns? And how many of these products can be reincorporated into your supply chain via reverse logistics? According to a study by the Aberdeen Group, the average manufacturing company will spend 9% - 15% of total revenue on the returns process. What can you do to minimize these losses of revenue? How can you turn a profit on a loose?
3. Condition the Product is Returned In. Is the product failing after a specific operation? Can you determine any patterns of failure among the returned product? This is where quality assurance (QA) and error reproduction are important. You want to figure out what went wrong so you can adapt and correct the problem before it happens again.
4. Financial Value. Without monitoring and managing your reverse logistics, your company could be losing millions of dollars in potential value. Consider failed electronics that are returned to their manufacturer. According to “Recovering Lost Profits by Improving Reverse Logistics,” electronics sold in secondary-markets “represent an estimated $15 billion (sold) in the United States.” These electronic companies manage to turn product failure into new profits by utilizing reverse logistics.
The Benefits of an Efficient Reverse Logistics Systems
While many companies consider the return process to be a necessary evil that shouldn’t be noticed, companies that implement an effective reverse logistics workflow can reap several benefits.
Some of these benefits are:
· Reduced costs. By planning ahead for returns and making the return order right, you can reduce related costs (administration, shipping, transportation, tech support, QA, etc.)
· Faster service. This refers to the original shipping of goods and the return / reimbursement of goods. Quickly refunding or replacing goods can help restore a customer’s faith in a brand.
· Customer retention. Dealing with errors is just as important as making sales. If a customer had a bad experience with your product, you have to make it right. Fulfilment blunders can create educational opportunities. Learn how to keep your customers happy and engaged with your company - even after you’ve made a mistake.
· Reduced losses and unplanned profits. Recover the loss of investment in your failed product by fixing and restocking the unit, scrapping it for parts, or repurposing it in a secondary market. With a good reverse logistics program in place, you don’t have to leave money on the table. Take a product that would otherwise just cost your company money and turn it into an unforeseen asset.
Eco-logistics or green logistics refers to the set of sustainable policies and measures aimed at reducing the environmental impact caused by the activities of this business area. This logistics concept affects the configuration of processes, structures and systems or equipment in the transport, distribution and storage of goods.
The traditional approach to logistics often leaves environmental sustainability on the sidelines during decision-making. On the other hand, the aim of green logistics is to find a balance between ecology and economy. How can you manage it? Why include green logistics policies in your company? What challenges does this particular logistics paradigm face? Here we analyze the main issues related to sustainable logistics.
The objectives of green logistics
Green logistics seeks to:
· Measure the carbon footprint of logistics operations to establish a starting point for considering sustainability measures and controlling their results. One of the most widespread methodologies for calculating energy consumption and greenhouse gas emissions is the UNE-EN 16258:2013 international standard.
· Reduce air, soil, water and noise pollution by analyzing the impact of each logistics area, especially those related to transport.
· Use supplies rationally by reusing containers and recycling packaging.
· Spreading sustainability to the supply chain, eco-logistics is also shaped by the design of products and their packaging. Both must be designed to minimize their environmental impact.
What are the challenges facing green logistics today?
Today, the logistics industry is not known for its high degree of sustainability. Companies face significant obstacles in implementing environmental policies in the field of logistics. This is due to several causes:
1. Dependence on fossil fuels, especially in transport
Effective, economically viable solutions have yet to be found to wean the sector’s fuel reliance in goods transport.
2. Last Mile Deliveries’ impact on urban traffic
In particular, e-commerce deliveries have greatly increased the volume of delivery vehicles in large cities and many operate without carrying full loads when faced with mixed orders.
3. Lack of infrastructure
Local authorities are in the process of regulating emission limits. However, a cross-sectoral agreement is needed to put measures in place to build new facilities that meet the wants of those involved in logistics activities.
4. Businesses which need to invest
Whether logistics operations are carried out in-house or outsourced, the tight rates and margins involved don't always let you think about investing in infrastructure, process automation or more efficient handling equipment.
5. The invisibility of logistics to consumers
Generally, logistics isn’t sustainable because neither is the customer. An additional problem exists: for the customer, logistics is invisible and increasingly so. It is difficult to apply green logistics policies when the customer demands, for example, 24-hour deliveries that prevent consolidating your loads or making the most of transport flows. Moreover, logistical costs are often not itemized in an invoice or are negligible. This diminishes their relevance and, therefore, reduces the reasons for a business to invest in its environmental sustainability.
Automating processes is a step in the right direction when going green
How to apply eco-friendly logistics approaches: strategies
1. Include eco-friendly criteria in your procurement policies
Sustainability criteria can be included in a company's purchasing and procurement policy when it comes to assessing suppliers' proposals. These can refer to:
· Product characteristics: e.g., buying eco-friendly packaging and limiting the use of plastic in packaging.
· Manufacturing processes: international regulations guarantee favorable environmental management. Mecalux is ISO 14001 certified, which ensures that an environmental management system has been implemented in the company's global operations.
· The supplier's location, prioritizing those closest to its facility.
In this way, the possibility of purchasing eco-friendly supplies could be evaluated. For example, more and more efficient industrial vehicle options curtail greenhouse gas emissions, especially in the light duty class. Moreover, it is worth looking into whether funding or a subsidy is available to help purchase them.
2. Optimize transport fleet management
Transport is a major carbon footprint area in the logistics chain. Aside from buying cleaner running vehicles, to limit emissions, it is necessary to use systems that assist delivery route planning and prioritize load pooling. Not only do you achieve higher efficiency in fleet management, but you also cut back the overall emissions produced by the transport.
Transport management is essential to implement green logistics
3. Have a warehouse that follows sustainable construction and management standards
The boom in the logistics sector is driving demand for new warehouses or forcing companies to redesign their infrastructure to meet market requirements. As such, there are different ways in which eco-logistics can be reflected in warehouse design:
· The so-called 4.0 logistics buildings take center stage: their design and construction incorporate environmental protection measures that guarantee sustainable management of the building. The Breeam or Leed certifications are two of the seals that endorse logistics warehouse sustainability. These certifications are granted by analyzing issues such as the water and energy consumption efficiency, the use of alternative energy sources, the selection of construction materials and waste management throughout the entire process.
· In-warehouse monitoring and promotion of energy savings: these can be implemented in different ways. For example, the total automation of certain processes in the warehouse makes it possible to limit artificial lighting needs (emulating the methodology known as lights-out manufacturing). Another way to adhere to sustainable logistics approaches is to use as little packaging as possible on products to limit resource wastage, or to make use of adaptive packaging options which are more versatile.
4. Enable measures to reduce and recycle the waste produced in your warehouse
One of the measures to help apply environmental logistics in a warehouse is to use sustainable criteria to manage the generated waste. For example:
· Establish a waste sorting process according to materials to be recycled.
· Roll back in-warehouse paper usage by implementing IT solutions such as the Easy WMS warehouse management software.
· Control special waste management so that they comply with appropriate recycling procedures.
5. Improve stock management and reverse logistics processes
Achieving a more efficient storage facility follows one of eco-logistics core principles: reducing waste through overall process improvement. Some measures to achieve this are:
· Scale down movements within your warehouse through a combination of good storage location management and optimized picking plans.
· Prevent stock damage caused by manual handling of goods. Deploying robots and automated systems in your warehouse resolves this issue.
· In the case of perishable goods, accurately manage the FIFO criterion to control expirations and prevent goods from spoiling.
· Establish quality control processes for returned products that leverage reverse logistics management.
Efficient order picking is a win-win solution for green logistics
Why go green in your logistics?
There are compelling reasons why green logistics is gaining ground:
· Green logistics policies represent a strategic advantage over the competition. Not only do they revalue your brand and set it apart, but they also prepare your company for the future, which inevitably must be sustainable.
· Energy saving measures are an effective strategy for coping with rising supply costs.
· They ensure that a company is prepared to comply with environmental regulations.
Top 8 Logistics Challenges Facing the Industry - DDC FPO
hese days you have more challenges than just trying to keep trucks full; you have your hands full of business process needs that can often feel like too much to handle.
According to a third-party logistics study by Capgemini, "cutting transportation costs" makes the top of the list as far as concerns for the logistics industry. Some other obvious pain points make the list as well, but perhaps the most important—and at times, challenging—concern is the need for greater innovations and technology advances while remaining budget conscious.
Here is a snapshot into eight of the top challenges facing
the industry.
1. Fuel Costs. One of the highest costs contributing to the "cutting transportation costs" concern is fuel prices. Higher fuel prices are likely to increase transportation costs for U.S. shippers this year by pushing up fuel surcharges. Rising U.S. diesel fuel prices are escalating surcharges added to freight rates, which is reversing a two-year trend that cut into the revenue and earnings of truckers as fuel prices plummeted.

2. Business Process Improvement. Notwithstanding the need for new technology, which we discuss in number eight on this list, it has become an increasing challenge for the logistics industry to stay on top of new advances in business processes. Taking advantage of these new opportunities sounds enticing, but adoption and onboarding can be overwhelming.
3. Improved Customer Service. Customers want full transparency into where their delivery is at all times. These days, the location of a package is as interconnected as your social network. In fact, as customer expectations have increased, their willingness to pay for fast shipping has decreased, with just about 64 percent of consumers unwilling to pay anything extra for less than two-day shipping.
4. Economy. With high fuel prices comes a greater credit crisis and rising inflationary demands that take a greater toll on the U.S. economy. This industry is then pressured by increasing compliance regulations, declining demand, and additional capacity with additional increases in key cost centers.
5. Driver Shortage & Retention. Hiring and retention remain an issue despite the lower demand mentioned above.
6. Government Regulations. Carriers face significant compliance regulations imposed by federal, state, and local authorities.
7. Environmental Issues. The anti-idling and other emission reduction regulations brought about by state and local governments has created concern that the compliance costs could exceed benefits.
8. Technology Strategy & Implementation. While the industry understands and supports many of the benefits of these technologies, some questions remain as to how they will pay for it and who will help implement the improvements.

What Is Supply Chain Management (SCM)?
Supply chain management is the management of the flow of goods and services and includes all processes that transform raw materials into final products. It involves the active streamlining of a business's supply-side activities to maximize customer value and gain a competitive advantage in the marketplace.
SCM represents an effort by suppliers to develop and implement supply chains that are as efficient and economical as possible. Supply chains cover everything from production to product development to the information systems needed to direct these undertakings.
How Supply Chain Management Works
Typically, SCM attempts to centrally control or link the production, shipment, and distribution of a product. By managing the supply chain, companies are able to cut excess costs and deliver products to the consumer faster. This is done by keeping tighter control of internal inventories, internal production, distribution, sales, and the inventories of company vendors.
SCM is based on the idea that nearly every product that comes to market results from the efforts of various organizations that make up a supply chain. Although supply chains have existed for ages, most companies have only recently paid attention to them as a value-add to their operations.
In SCM, the supply chain manager coordinates the logistics of all aspects of the supply chain which consists of five parts:
· The plan or strategy
· The source (of raw materials or services)
· Manufacturing (focused on productivity and efficiency)
· Delivery and logistics
· The return system (for defective or unwanted products)
The supply chain manager tries to minimize shortages and keep costs down. The job is not only about logistics and purchasing inventory. According to Salary.com, supply chain managers, “make recommendations to improve productivity, quality, and efficiency of operations.”
Improvements in productivity and efficiency go straight to the bottom line of a company and have a real and lasting impact. Good supply chain management keeps companies out of the headlines and away from expensive recalls and lawsuits.
Supply Chains
A supply chain is the connected network of individuals, organizations, resources, activities, and technologies involved in the manufacture and sale of a product or service. A supply chain starts with the delivery of raw materials from a supplier to a manufacturer and ends with the delivery of the finished product or service to the end consumer.
SCM oversees each touchpoint of a company's product or service, from initial creation to the final sale. With so many places along the supply chain that can add value through efficiencies or lose value through increased expenses, proper SCM can increase revenues, decrease costs, and impact a company's bottom line.
· Supply chain management (SCM) is the centralized management of the flow of goods and services and includes all processes that transform raw materials into final products.
· By managing the supply chain, companies are able to cut excess costs and deliver products to the consumer faster.
· Good supply chain management keeps companies out of the headlines and away from expensive recalls and lawsuits. 
Example of SCM
Understanding the importance of SCM to its business, Walgreens Boots Alliance Inc. placed focused effort on transforming its supply chain in 2016. The company operates one of the largest pharmacy chains in the United States and needs to efficiently manage and revise its supply chain so it stays ahead of the changing trends and continues to add value to its bottom line.
As of July 5, 2016, Walgreens has invested in the technology portion of its supply chain. It implemented a forward-looking SCM that synthesizes relevant data and uses analytics to forecast customer purchase behavior, and then it works its way back up the supply chain to meet that expected demand.
For example, the company can anticipate flu patterns, which allow it to accurately forecast needed inventory for over-the-counter flu remedies, creating an efficient supply chain with little waste. Using this SCM, the company can reduce excess inventory and all of the inventories' associated costs, such as the cost of warehousing and transportation.
The Difference Between Logistics and Supply Chain Management
Previously used as a synonym, supply chain management, in contrast to logistics, goes beyond the confines of a company. Both supply chain management and logistics deal with the organization of object flows along the process stages of the supply chain. Both are aimed at increasing customer benefits (effectiveness) and system-wide improvement of the cost-benefit ratio (efficiency).

Manufacturing Accelerated
Modern supply chain management goes a step further, especially in the areas of transport and warehousing within the company. SCM explicitly includes the organization and coordination of autonomous business units within a value chain its the analysis. This accentuates the inter-organisational aspect of logistics management. SCM takes a cross-company perspective on all business processes and connects all areas of business administration, such as purchasing, production, distribution, marketing, controlling, etc. Focused on the strategic aspects of functional areas, SCM leaves tactical questions to the individual participants.
Arizona State University demonstrates how supply chain management works by giving an example. Do not miss it!
Tasks and Objectives of Supply Chain Management
SCM ensures cross-company, process-oriented planning and control of the entire value chain. Consumers force logistics to rethink, which is why high customer expectations and short product life cycles are taken into account. Furthermore, relationships with suppliers are considered in order to optimally design and control goods deliveries, cash flows and information flows (Supplier Relationship Management).
Functions Within Supply Chain Management:
· Customer Relationship Management: Consistent focus on end customer demand to meet the increasing customer requirements and ensures a high degree of flexibility.
· Flexibility and demand-oriented production: Continuous cost reduction and resource optimization across all stages of the value chain.
· Synchronization of supply and demand: Increasing the adaptability and development capability of the supply chain.
Several sub-objectives can be derived from these long-term objectives:
· Inventory reduction along the value chain,
· Reduction of warehousing costs,
· Safeguarding the just-in-time supply,
· Acceleration of cash-to-cash cycles,
· Improvement of delivery reliability,
· Reduction of throughput times.
Supply Chain Management with Zara as an Example
How successful supply chain management works is demonstrated by Inditex, one of the largest textile companies in the world based in Arteixo (Spain), with its fashion brand Zara. There are many case studies about the success story of the Inditex model and they are worth reading. Zara's supply chain management expertise is confirmed by the benchmark of US market research firm Gartner, which provides an overview of the best supply chains in Europe.
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Four Participants in Every Supply Chain:
Producers
Producers or manufacturers are organizations that make a product. This includes companies that are producers of raw materials and companies that are producers of finished goods. Producers of raw materials are organizations that mine for minerals, drill for oil and gas, and cut timber. It also includes organizations that farm the land, raise animals, or catch seafood. Producers of finished goods use the raw materials and sub-assemblies made by other producers to create their products.
Distributors
Distributors are companies that take inventory in bulk from producers and deliver a bundle of related product lines to customers. Distributors are also known as wholesalers. They typically sell to other businesses and they sell products in larger quantities that an individual consumer would usually buy. Distributors buffer the producers from fluctuations in product demand by stocking inventory and doing much of the sales work to find and service customers. For the customer, distributors fulfill the “Time and Place” function – they deliver products when and where the customer wants them.
Retailers
Retailers stock inventory and sell in smaller quantities to the general public. This organization also closely tracks the preferences and demands of the customers that it sells to. It advertises to its customers and often uses some combination of price, product selection, service, and convenience as the primary draw to attract customers for the products it sells. Discount department stores attract customers using price and wide product selection. Upscale specialty stores offer a unique line of products and high levels of service. Fast food restaurants use convenience and low prices as their draw.
Customers
Customers or consumers are any organization that purchase and use a product. A customer organization may be an organization that purchases a product in order to incorporate it into another product that they in turn sell to other customers. Or a customer may be the final end user of a product who buys the product in order to consume it.
bjectives of Supply Chain Management
· Supply chain management tries to minimize shortages and keep costs down.
· To Minimise work in progress.
· To Reduce transportation cost.
· To increase distribution channel of the product.
· To provide social services by giving them electricity, food, medicine and etc.
· To make plans and strategy in order to maximise productivity and achieve on-time performance.
· To increase customer satisfaction by delivering products to consumers on time and providing fast service.

Scope of Supply Chain Management ﻿
Minimises Operating Cost
Supply chain management focuses on reducing the overall operating cost of the organisation. It aims at bringing efficiency and raising the profitability of organisations. By developing a proper chain it brings down the purchasing cost, production cost and delivery cost. It enables smooth flow of raw materials from the supplier to an organisation which reduces the holding period of materials with the supplier and avoids any losses due to delay in production. Similarly, companies are not required to hold on expensive inventories for a longer time and distribute quickly through the supply chain.
Boosts Customer Service
Supply chain management helps in providing better service to customers. All production strategies are framed in accordance with requirements of customers to manufacture right product.  It properly anticipates the demands of customers before initiating the production. Supply managers monitor all operations of business and ensure that quality products are produced using best combination of resources. Right product available to right cost provide better satisfaction to customers. This will boost their confidence level in company’s products.
Enhance Financial Position
Management of supply chain has an effective role on the financial position of business. It improves the efficiency of the organisation, cut down the excessive cost and avoids any shortage. Supply chain manager bring down the cost by reducing the use of fixed assets like plants, transportation vehicles, warehouses etc. Proper supply chain results in speedy flow of products which minimises the blockage of funds in inventories. It ensures that optimum funds are always available which helps in improving financial position.
Manages Distribution
Distribution of products at the right time and the right location is a complex task for every organisation. Supply chain management accelerated the overall distribution system of an organisation. It coordinates with various transportation channels and warehouses for attaining faster movement of goods. Supply chain managers ensure that all products get delivered at the right location within the time limit. By developing a proper network for movement of goods it has to ease the whole distribution system.
Bring Coordination Among Partners
Proper coordination among all partners of business increase productivity and profitability. It develops a proper channel through which employees, supplier and customers can easily interact with business. Managers can easily control the activities of their subordinates by communicating them all the required information.
Employees in case of any problem or error can contact their supervisors. Customers can also access their brands for any information through self-portals which are developed as a part of the customer support system. This enables a better exchange of information and brings coordination among partners.
Supply Chain Management Functions
On a broader level, supply chain management consists of these four major functions and key element components, such as:
Integration
This forms the crux of the supply chain and is meant to coordinate communications to produce effective and timely results. It can include innovation of new software or advanced technological processes to improve communications.
Operations
This involves management of day to day operations in the eCommerce business. For example, it may deal with keeping an eye on the inventory or coming up with marketing approaches.
Purchasing
This deals with the purchasing decisions and management, such as purchasing raw materials, source materials and so on.
Distribution
This deals with the management of logistics across wholesalers, retailers, and customers. This may mean keeping an eye on the shipment, and other details.
In addition to these, there are also some subsidiary functions that an effective supply chain management process fulfills, such as:
· Aligning distribution flows
· Integrating the functions from manufacture to delivery
· Designing complex and advanced systems
· Managing and coordinating resources
If you get the basics right and manage your supply chain in the right way, you will surely enjoy good profits. Always remember that proper planning and implementation are the keys to a successful supply chain management.

What are the main functions of supply chain management?
The Role of global supply chain management primarily comprises five functions mentioned below:
 
1.Purchasing
This is the first function of supply chain management. It pertains to procuring raw materials and other resources that are required to manufacture the goods. It requires coordination with suppliers to deliver the materials without any delays.
 
2.Operations
The operation team engages in demand planning and forecasting. Before giving raw material purchase order, the organization has to anticipate the possible market demand and number of units it needs to produce. Accordingly, it further sets the ball rolling for inventory management, production and shipping. If the demand is over anticipated, then it could result in excess inventory cost. If the demand is under anticipated, the organization wouldn’t be able to meet customer demand, thereby leading to revenue loss. So, operations function plays a critical role in supply chain management.
 
3.Logistics
This function of supply chain management requires immense coordination. The manufacturing of products has commenced. It needs space for storage until it is shipped for delivery. This calls for making local warehouse arrangements. Let’s say; the products are to be delivered outside the city, state or country limits. This brings transportation in the loop. There will also be a need for outstation warehouses. Logistics ensures that products reach the end-point delivery without any glitches.
 
4.Resource Management
Any production consumes raw materials, technology, time and labour. However, all the processes need to be efficient and effective. This phase is taken care of by the resource management function team. It decides the allocation of resources in the right activity at the right time to optimize the production at reduced costs.
 
5.Information Workflow
Information sharing and distribution is what really keeps all other functions of supply chain management on track. If the information workflow and communication are poor, it could break apart the entire chain and lead to mismanagement.

Role of Logistics in Supply Chain Management 
Logistics is like the oxygen which makes the supply chain breathe and live because without proper logistical support, the movement of goods across a chain wouldn’t be smooth.
Let us take a closer look at how logistics becomes the rock solid foundation on which any supply chain stands:
Taking the Order!
The purchase order is central to any transaction between the parties in a supply chain. This document contains all the necessary details such as the technicalities of the product and commercial terms. Proper logistics ensures that this document is processed in time so as to ensure an effective performance cycle and to clear out any doubt about availability of materials and payment terms.
Inventive Inventory!
An ideal inventory is one which has effective storage capabilities to ensure smooth supply but can also cut down cuts. Logistics ensures this minute balance between market opportunities and budgeting. More than often a poorly managed inventory can eat away a major chunk of the profit in a supply chain because it includes expenses for pilferage and insurance also.
The War is the Warehouse!
The warehouse is the central nervous system in a supply chain and acts as the control room for everything logistical. An organization’s merit is determined by its effective warehousing decisions. Factors like location, number, size, layout and design plays a huge role in how the logistics of a supply chain will pan out.
The Tricky Nature of Transport!
Transport is what keeps the supply chain moving literally and figuratively and it is the single most important component in the logistical side of supply chain management. The physical transfer of goods is the actual supplying process and it cannot falter by any means. The transport infrastructure should be carefully studied so as to ensure a fast delivery which is not too expensive. Determining the urgency of a supply is also important.
Mastering Material Handling!
Material handling is an often ignored aspect when it comes to the role of logistics in supply chain management since lack of proper material handling often leads to damages and delays and incidental costs. The automation in the material handling process has been a boon for logistical productivity. The volume, speed and the level of service all must be taken into consideration to ensure that the material handling process goes smoothly.
Packaging Must Be Perfect!
Logistical or industrial packaging is central to ensure the effectiveness of the actual physical distribution of a product. This directly affects the logistical side of a supply chain as opposed to product packaging which is governed by what the market needs. Logistical packaging can ensure minimal damage during material handling and save on important storage space. The packaging cost often depends on the utilization of the load.
Information is Incredibly Important
Logistics helps in transferring information across a supply chain and therefore an information system plays a crucial role in ensuring a superior service to customers. Information technology tools are constantly used to identify access, store, analyse and retrieve important data which can help a firm strengthen the function of logistics in their supply chain.
Logistics can be considered as a mundane and boring series of activities but it is behind the well oiled supply chain machinery that keeps any business up and running!

Definition of 'Channel Management'

Definition: The term Channel Management is widely used in sales marketing parlance. It is defined as a process where the company develops various marketing techniques as well as sales strategies to reach the widest possible customer base. The channels are nothing but ways or outlets to market and sell products. The ultimate aim of any organization is to develop a better relationship between the customer and the product.

Description: Channel management helps in developing a program for selling and servicing customers within a specific channel. The aim is to streamline communication between a business and the customer. To do this, you need to segment your channels according to the characteristics of your customers: their needs, buying patterns, success factors, etc. and then customize a program that includes goals, policies, products, sales, and marketing program (1). The goal of channel management is to establish direct communication with customers in each channel. If the company is able to effectively achieve this goal, the management will have a better idea which marketing channel best suits that particular customer base. The techniques used in each channel could be different, but the overall strategy must always brand the business consistently throughout the communication (2).

A business must determine what it wants out of each channel and also clearly define the framework for each of those channels to produce desired results. Identifying the segment of the population linked to each channel also helps to determine the best products to pitch to those channels.

Components Of Customer Service
Introduction
Good customer service stretches from before the customer purchases the product to after the purchase transaction has been completed. The components of customer consist of the following:

The diagram below shows the three components of customer service
[image: Customer Service Components]

Pre-Transaction Service
The pre-transaction element of good customer service will continually ensure that the firm and its premises, employees and procedures are set up to provide excellent customer service. The firm's systems have to be flexible enough to adequately respond to customer and market needs.
Pre-transaction marketing aims to persuade consumers to visit the firm's retail stores through highlighting store facilities, product features/benefits and promotional offers. It also involves highlighting the firm's ethos, values, vision and policies. For example price match policies, free returns process and ethical values such as fair trade and sustainability.
Once in the store, how can the store welcome and support the potential customer. The retail store environment should make customers feel comfortable so that they want to stay in the store. Research shows that the longer a customer stays in the store, the more money they spend i.e. the length of time in a store directly correlates to the amount of money spent. Retailers go to great lengths to ensure that their stores are set at a comfortable temperature, lighting and even smell (scent marketing). The store should be easy to navigate with prices and information displayed clearly and accurately.
Retailers provide toilets and cafes to ensure that hunger and sanitary needs do not make the customer leave. There are often facilities to entertain children so that their parents can relax and shop with minimal disturbance. For example restaurants will provide crayons and colouring pads at the table and their gardens often have slides, swings and climbing frames, whilst some retailers, gyms and cinemas offer a Crèche . Many shopping centres and eateries now have free wireless internet access (Wifi) in the hope that internet access will encourage people to stay longer and therefore spend more.
Retail employees should make customers feel welcome and facilitate the buying process through excellent customer service skills, product knowledge and store facilities knowledge. Employees should answer customer questions confidently and skill fully demonstrate products if required. Interaction with store employees is often what makes a sale on the day or prevents people visiting a store in the future.
Transaction Service
It should be easy for the customer to buy products and services they have selected to ensure that the sale does not fail at this critical stage. Otherwise the efforts involved in persuading the customer to visit the store (internet site/telephone sales) will become a waste of time. Customer service during the purchase process needs good product availability, efficient queuing systems, a choice of payment methods and accurate technology/software systems so that the prices and offers at the point of sale match those displayed around the store, on marketing material and websites.
Post-Transaction Service
Good customer service continues after the purchase transaction, consumers expect a quality after sales service for product failures, complaints and questions/queries. Post transaction service will determine whether consumers buy from a firm in the future. Customers will feel reassured about the firm through efficient complaint resolution, product/service warranties and quick product replacement and repairs. For online/remote purchases customer deliveries need to processed accurately, made on time, invoiced correctly and goods have to arrive undamaged.
Summary
To summarise, the components of customer service are all about looking after the customer before, during and after the sale, so that you are there to support customers "every step of the way".
Each stage is as important as the others, do not make the importance of putting all of your efforts into the transaction service, otherwise you will lose the customer before you reach the sale transaction or customers will not return for future sales because you did not resolve an issue that arose after the sale very well.
Looking after each of the customer service stages, will ensure that customers remain loyal and provide you with business throughout their lifetime.
The Importance of Customer Service in the Logistics Industry
In today’s global economy, customers set the bar of what is considered quality service or what is a good brand. In any business, a customer’s experience determines the reputation of the company, and the logistics industry is not an exception.
The bigger your business is, the more complex your supply chain gets. It can be hard to maintain perfect customer service because everyone involved in the shipping process is constantly affecting a company’s reputation through customer experience. In client service, it’s impossible to be perfect, but it is possible to be better and provide your customers with the best service possible. Customers want to have a smooth, easy experience when working with a company. It is up to the company on how good that service can be delivered.
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If you are striving to build long-term relationships with your customers and gain their loyalty, you should consider shifting from product-oriented strategy to customer-focused one. Here are some useful tips on how to take customer service to the next level:
1. Choose the tools and partners accurately. No matter what strategies and technologies you use, there is always a human factor present. That’s the reason why choosing partners properly will enhance your customers’ experience. If you are outsourcing your logistics to a 3PL provider, make sure they have skilled and professional brokers and a network of experienced and reviewed carriers. Such services offer logistics management from A to Z and will take most of the hassle away. But as you select a key link in your logistics, you should invest time researching how to pick the best third-party logistics provider.
2. Transparency and personal approach. Try to make the process as easy as possible for the customer. Supply chain visibility will reduce the time your client’s spending on shipping, therefore improving the overall experience they get from working with you. Transparency involves not only shipment tracking but also the option to compare available prices, services and understand how they work without any trouble. The more personalized approach you provide, the higher your chances are to retain customers. Send tracking updates and reports to customer to keep them in the loop, ranging from shipment transits to weather reminders. This strengthens your company’s credibility and simplifies the process for your customers.
3. Establish the last mile delivery. This is a final and crucial element in the transportation process and obviously demands more concentration. The last stage of delivery is the most vulnerable to mistakes or damages that may occur due to different reasons. To reduce the likelihood of such circumstances, assure that everything goes the way it should.
4. Provide feedback. No matter what issue took place, the response should be swift and intended to solve the customer’s problem, or at least to figure out what is the issue. Businesses should invest more in their staff training to reduce the chance of errors while interacting with customers. Solving problems that occurred on behalf of your company can make a big difference in a customer’s experience with your company. Many 3PL companies provide customer service and can help their customers simplify this complicated process.
5. Technology & analysis. Don’t underestimate the power of data: new technologies let businesses track every step of the customer, existing or potential. Knowing the deep insights of your audience leads to better performance, updated strategies, and better service. Such innovations like transportation management systems, tracking devices and CRM systems let businesses study customer’s behavior and improve marketing strategies. So, researching and analyzing big data is the best way to achieve a better understanding of customers’ demands.
7 R’s in Logistics Management Services
1. Right Product
A company who offers this kind of service must first know the kind of products that they are going to handle and transport. Having the right knowledge will give you an advantage to properly and efficiently manage both your  time and resources.

2. Right Place
The right product must be delivered to the right place. Courier services provided by an LMS company must have knowledgeable drivers as well as a systematic delivery system and tracking. Both customer and the provider must have a synchronized location tracking to ensure that the products are delivered to the right place.

3. Right Price
Pricing is very essential and all products and services. They must have an appropriate price value in order to track the company income and expenses. A good system for storing and updating the right prices ensures success in  LMS.

4. Right Customer
Every LMS Provider must know their target market to identify the right customers. If they will offer their services to the right market, they have more chances of gaining leads and customers that will most likely to avail them. Some uses the traditional marketing while others use digital marketing to reach more customers around the globe.

5. Right Condition
Every product or goods that are to be entrusted by the customers to LMS providers must be stored and delivered with the right condition. This is where the specifications must be referred to in order to place it on required facilities to maintain its quality.

6. Right Time
Time is very important when it comes to logistics, clients are more concern on the time of delivery. That is why every service provider must know the right time to deliver the products and in a very efficient way. Every system has a tracking functionality to monitor all deliveries and making sure that they arrive on time.
 
7. Right Quantity
Knowing and specifying the right quantity is also one of the key in a successful LMS. Since most of the providers are third party, companies that relies on their service must be careful in sending the right amount or quantity of goods to be delivered. Thanks to our modern technological developments that 3PLs can now manage all quantities of goods to ship/deliver.

Seven R’s of Supply Chain Management explained in Brief
The management of goods and services from point of manufacture to the point of consumption refers to Supply Chain Management. It involves effectual planning, design, execution, control, and monitoring of supply chain activities.  Effective supply chain management facilitates optimization of resources, proper flow of materials, information and capital thereby reducing operational cost and avoiding delays. Organizations rely on its supply chain team for the entire process of logistics.
The role of supply chain manages is integral in every industry. In order to become a supply chain manager, the candidates should know how to take care of all the supply chain activities. The main aim of SCM deals with taking care of 7 R’s these are as follows:
1. Right Product
The basic constituent of supply activities are the products that are transported from the manufacturer to the consumers. Supply chain managers should know what kind of product needs to be manufactured, handled and transported. The best strategy is to choose a product that is in demand and that can guarantee profits. Having right knowledge and using the right product will facilitate in efficaciously managing the time and resources.
2. Right Place
Next important factor is that the right product should be sent to the right place. The supply chain managers should ensure that they have efficient and experienced delivery staff so that the product is delivered to the right place. The managers can develop a robust delivery system with location tracking so that both the customers and the providers can track the exact location of the product and get it delivered to the right place.
3. Right Price
Pricing is imperative for the businesses as it is the factor that decides whether it has incurred profit or loss. The supply chain manager should research market trends and set competitive prices for the goods and services. Furthermore, there should be a system that keeps a record of the prices and updates it regularly so that the products are sold at the right price.
4. Right Customer
Customers are the core component of supply chain processes. The managers must have knowledge about their target market. If the products are sold in the right market then the company gains more leads and they get the right customers that can stay with them life-long.
5. Right Condition
The quality of deliverables is of utmost importance. It is the duty of the supply team to ensure that the goods are stored properly and delivered to the customers in the right condition.
6. Right Time
Time is a crucial factor in logistics. Customer’s satisfaction and long-term relationship are only possible if the products are delivered to the customers at the right time. It is the task of managers to develop a tracking system and coordinate with the delivery team to get the items delivered before the deadline.
7.Right Quantity
Sending right amount of products is also important in logistics. It is the task of the supply chain managers to find the right quantity of deliverables and to coordinate with the manufacturing and delivery team to get the right quantity of products delivered to the customers.
What is Demand Forecasting?
Demand Forecasting is the process in which historical sales data is used to develop an estimate of an expected forecast of customer demand. To businesses, Demand Forecasting provides an estimate of the amount of goods and services that its customers will purchase in the foreseeable future. Critical business assumptions like turnover, profit margins, cash flow, capital expenditure, risk assessment and mitigation plans, capacity planning, etc. are dependent on Demand
Forecasting.
Demand Forecasting types
Demand Forecasting can be broadly classified based on the level of detailing, time span considered and the scope of market considered.
Outlined below are the major types of Demand Forecasting:
· Passive Demand Forecasting: Passive Demand Forecasting is carried out for stable businesses with very conservative growth plans. Simple extrapolations of historical data is carried out with minimal assumptions. This is a rare type of forecasting limited to small and local businesses.
· Active Demand Forecasting: Active Demand Forecasting is carried out for scaling and diversifying businesses with aggressive growth plans in terms of marketing activities, product portfolio expansion and consideration of competitor activities and external economic environment.
· Short-term Demand Forecasting: Short-term Demand Forecasting is carried out for a shorter term period of 3 months to 12 months. In the short term, the seasonal pattern of demand and the effect of tactical decisions on the customer demand are taken into consideration.
· Medium to long-term Demand Forecasting: Medium to long-term Demand Forecasting is typically carried out for more than 12 months to 24 months in advance (36-48 months in certain businesses). Long-term Forecasting drives the business strategy planning, sales and marketing planning, financial planning, capacity planning, capital expenditure, etc.
· External macro level Demand Forecasting: This type of Forecasting deals with the broader market movements which depend on the macroeconomic environment. External Forecasting is carried out for evaluating the strategic objectives of a business like product portfolio expansion, entering new customer segments, technological disruptions, a paradigm shift in consumer behavior and risk mitigation strategies.
· Internal business level Demand Forecasting: As the name suggests, this type of Forecasting deals with internal operations of the business such as product category, sales division, financial division, and manufacturing group. This includes annual sales forecast, estimation of COGS, net profit margin, cash flow, etc.

Demand Forecasting examples
Some real-world practical examples of Demand Forecasting are – A leading car maker, refers to the last 12 months of actual sales of its cars at model, engine type, and color level; and based on the expected growth, forecasts the short-term demand for the next 12 month for purchase, production and inventory planning purposes.
A leading food manufacturing company refers to the last 24 months of actual sales of its highly seasonal products like soups and mashed potatoes. An analysis is carried out at the flavor and packaging size level. Then based on the market potential, demand is forecasted for the next 12 to 24 months for sourcing of key ingredients like tomatoes, potatoes, etc. and for capacity planning and evaluating the need for external co-packing.
Importance of Demand Forecasting
Demand Forecasting is the pivotal business process around which strategic and operational plans of a company are devised. Based on the Demand Forecast, strategic and long-range plans of a business like budgeting, financial planning, sales and marketing plans, capacity planning, risk assessment and mitigation plans are formulated.
Short to medium term tactical plans like pre-building, make-to-stock, make-to-order, contract manufacturing, supply planning, network balancing, etc. are execution based. Demand Forecasting also facilitates important management activities like decision making, performance evaluation, judicious allocation of resources in a constrained environment and business expansion planning.

Demand Forecasting methods
One of the most important steps of the Demand Forecasting process is the selection of the appropriate method for Demand Forecasting. Demand can be forecasted using (A) Qualitative methods or (B) Quantitative methods as explained below:
A. 
A. Qualitative methods:
· The Delphi Technique: A panel of experts are appointed to produce a Demand Forecast. Each expert is asked to generate a forecast of their assigned specific segment. After the initial forecasting round, each expert reads out their forecast and in the process, each expert is influenced by other experts. A consequent forecast is again made by all experts and the process is repeated until all experts reach a near consensus scenario.
· Sales Force Opinion: The Sales Manager asks for inputs of expected demand from each Salesperson in their team. Each Salesperson evaluates their respective region and product categories and provides their individual customer demand. Eventually, the Sales Manager aggregates all the demands and generates the final version of Demand Forecast after management’s judgment.
· Market Research: In market research technique, customer-specific surveys are deployed to generate potential demand. Such surveys are generally in the form of questionnaires that directly seeks personal, demographic, preference and economic information from end customers. Since this type of research is on a random sampling basis, care needs to be exercised in terms of the survey regions, locations, and demographics of the end customer. This type of method could be beneficial for products that have little to no demand history.
 
A. 
A. Quantitative methods:
· Trend projection method: Trend projection method can be effectively deployed for businesses with a large sales data history of typically more than 18 to 24 months. This historical data generates a “time series” which represents the past sales and projected demand for a specific product category under normal conditions by a graphical plotting method or the least square method.
· Barometric technique: Barometric technique of Demand Forecasting is based on the principle of recording events in the present to predict the future. In the Demand Forecasting process, this is accomplished by analyzing the statistical and economic indicators. Generally, forecasters deploy statistical analysis like Leading series, Concurrent series or Lagging series to generate the Demand Forecast.
· Econometric forecasting technique: Econometric forecasting utilizes autoregressive integrated moving-average and complex mathematical equations, to establish relationships between demand and factors that influence the demand. An equation is derived and fine-tuned to ensure a reliable historical representation. Finally, the projected values of the influencing variables are inserted into the equation to generate a forecast.

Demand Forecasting objectives
Objectives of Demand Forecasting include Financial planning, Pricing policy, Manufacturing policy, Sales, and Marketing planning, Capacity planning and expansion, Manpower planning and Capital expenditure.
Demand Forecasting models
Based on the specific requirements of a business or a product category, a customized Demand Forecasting model can be developed. Such a model is an extension or combination of various Qualitative and Quantitative Methods of Demand Forecasting. The task of developing a customized model is often iterative, highly detailed and expertise-driven and can be accomplished by implementing a suitable demand management software
Demand Forecasting
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Definition: Demand forecasting refers to a scientific and creative approach for anticipating the demand of a particular commodity in the market based on past behaviour, experience, data and pattern of related events. It is not based on mere guessing or prediction but is backed up by evidence and past trends.
Example: A printing press owner forecasts high demand for notebooks in June and July due to the new session. Therefore, he plans for a large-scale production during this time and arranges for the raw material, workforce, finance and machinery accordingly.
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[bookmark: FactorsAffecting]Factors Affecting Demand Forecasting
Demand is never constant and fluctuates with the change in certain factors related to the commodity and the market in which the business operates. With the changing demand, it’s forecasting also varies.
Following are some of the factors which influence the demand forecasting of a commodity:[image: Factors Affecting Demand Forecasting]
· Price of Goods: Demand estimation is highly dependant on the price of goods or services. The pricing policy and fluctuation in the present price can give an idea of change in demand for that particular commodity.
· Type of Goods: The kind of commodity, its features and usability determines the customer base it is going to cater. The demand for existing goods can be easily estimated by following the previous sales trend, competitors’ analysis and substitutes available. Whereas, the demand for a new product on the market is difficult to predict.
· Competition: The level of competition in the market supports the process of demand forecasting. It is easy to predict sales in a less competitive market, whereas the same becomes difficult in a market where the new firms can freely enter.
· Technology: The demand for any product or service changes drastically with the advancement in technology. Therefore, it is essential for an organisation to be aware of technological development while forecasting the demand for any commodity.
· Economic Perspective: Being updated with economic changes and growth is necessary for demand forecasting. It assists the organisation in preparing for future possibilities and analysing the impact of economic development on sales.
[bookmark: Process]Process of Demand Forecasting
Demand forecasting is not based on assumptions but is a systematic and scientific process of estimating future sales and performance as well as directing the resources accordingly.
The steps involved in a standard demand forecasting process are as follows:[image: Process of Demand Forecasting]
Setting the Objectives: The purpose for which the demand forecasting is being done must be clear. Whether it is for short-term or long-term, the market share of the product, the market share of the organisation, competitors share, etc. By all these aspects, the objectives for forecasting are framed.
Determining the Time Perspective: The defined objectives are supported by the period for which the forecasting is being done. The demand for a commodity varies with the change in its determinants over the period.
There is a negligible change in price, income or other factors in the short run. But, the organisation may notice a considerable difference in these determinants over a long-term, affecting the demand of a commodity.
Selecting a Suitable Demand Forecasting Method: Demand forecasting is based on specific evidence and is determined using a particular technique or method. The method of prediction must be selected wisely. It is dependant on the information available, the purpose of predicting and the period it is done for.
Collecting the Data: Forecasting is based on past experiences and data. This data or information can be primary or secondary. Primary data comprises of the information directly collected by the analysts and researchers; whereas secondary data includes the physical evidence of the past performance, sales trend in the past years, financial reports, etc.
Estimating the Results: The data so collected is arranged in a systematic and meaningful manner. The past performance of a product in the market is analysed on this basis. Accordingly, future sales prediction and demand estimation are done. The results soo drew must be in a format which is easy to understand and apply by the management.
[bookmark: Objectives]Objectives of Demand Forecasting
Demand forecasting is one of the significant components in the success of any business. All organisational activities, whether they are short-term business operations or long-term strategic decisions, are dependant on it.
These objectives are illustrated under the following categories further sub-divided into points:[image: Objectives of Demand Forecasting]
Short-Term Objectives: To ensure the effective working of the organisation, estimation of sales for the past six months is done. Let us now go through the following purpose of demand forecasting in the short run:
· Formulation of Production Policy: Demand forecasting aims at meeting the demand by ensuring uninterrupted production and supply of goods and services.
· Formulation of Price Policy: It helps in formulating an effective price mechanism to deal with the market fluctuations and conditions like inflation.
· Maximum Utilization of Machines: It streamlines the production process and operations such that there is the optimum utilisation of machines.
· Proper Control of Sales: Forecasting the regional sales of a particular product or service provides a base for setting a sales target and evaluating the performance.
· Regular Supply of Material: Sales forecast determines the level of production, leading to the estimation of raw material. Thus, a continuous supply of raw material and inventory management can be done.
· Arrangement of Finance: To maintain short-term cash in the organisation it is essential to forecast the sales as well as liquidity requirement accordingly.
· Regular Availability of Labor: Estimation of the production capacity provides for the acquisition of suitable skilled and unskilled labour.
Long-Term Objectives: Demand forecasting is inevitable for the long-term existence of an organisation. Following objectives justify the statement:
· Long-Term Finance Management: Forecasting sales for the long-term contributes to long-term financial planning and acquisition of funds at reasonable rates and suitable terms and conditions.
· Decisions Regarding Production Capacity: Demand forecast determines the production level, which provides a base for decisions related to the expansion of the production unit or size of the plant.
· Labour Requirement: Demand forecasting initiates the expansion of business, thus leading to the estimation of required human resource to accomplish business goals and objectives.
Estimating demand with accuracy requires a lot of expertise and knowledge. Therefore experts are hired by the business organizations to ensure better results and proper utilization of resources.
The significance of demand forecasting is shown in the following points:
i. Fulfilling objectives:
Implies that every business unit starts with certain pre-decided objectives. Demand forecasting helps in fulfilling these objectives. An organization estimates the current demand for its products and services in the market and move forward to achieve the set goals.

For example, an organization has set a target of selling 50, 000 units of its products. In such a case, the organization would perform demand forecasting for its products. If the demand for the organization’s products is low, the organization would take corrective actions, so that the set objective can be achieved.
ii. Preparing the budget:
Plays a crucial role in making budget by estimating costs and expected revenues. For instance, an organization has forecasted that the demand for its product, which is priced at Rs. 10, would be 10, 00, 00 units. In such a case, the total expected revenue would be 10* 100000 = Rs. 10, 00, 000. In this way, demand forecasting enables organizations to prepare their budget.
iii. Stabilizing employment and production:
Helps an organization to control its production and recruitment activities. Producing according to the forecasted demand of products helps in avoiding the wastage of the resources of an organization. This further helps an organization to hire human resource according to requirement. For example, if an organization expects a rise in the demand for its products, it may opt for extra labor to fulfill the increased demand.
iv. Expanding organizations:
Implies that demand forecasting helps in deciding about the expansion of the business of the organization. If the expected demand for products is higher, then the organization may plan to expand further. On the other hand, if the demand for products is expected to fall, the organization may cut down the investment in the business.
v. Taking Management Decisions:
Helps in making critical decisions, such as deciding the plant capacity, determining the requirement of raw material, and ensuring the availability of labor and capital.

vi. Evaluating Performance:
Helps in making corrections. For example, if the demand for an organization’s products is less, it may take corrective actions and improve the level of demand by enhancing the quality of its products or spending more on advertisements.
vii. Helping Government:
Enables the government to coordinate import and export activities and plan international trade.

Objectives of Demand Forecasting:

Demand forecasting constitutes an important part in making crucial business decisions.
The objectives of demand forecasting are divided into short and long-term objectives, which are shown in Figure-1:
[image: Objectives of Demand Forecasting]
The objectives of demand forecasting (as shown in Figure-1) are discussed as follows:
i. Short-term Objectives:
Include the following:
a. Formulating production policy:
Helps in covering the gap between the demand and supply of the product. The demand forecasting helps in estimating the requirement of raw material in future, so that the regular supply of raw material can be maintained. It further helps in maximum utilization of resources as operations are planned according to forecasts. Similarly, human resource requirements are easily met with the help of demand forecasting.
b. Formulating price policy:
Refers to one of the most important objectives of demand forecasting. An organization sets prices of its products according to their demand. For example, if an economy enters into depression or recession phase, the demand for products falls. In such a case, the organization sets low prices of its products.
c. Controlling sales:
Helps in setting sales targets, which act as a basis for evaluating sales performance. An organization make demand forecasts for different regions and fix sales targets for each region accordingly.
d. Arranging finance:
Implies that the financial requirements of the enterprise are estimated with the help of demand forecasting. This helps in ensuring proper liquidity within the organization.
ii. Long-term Objectives:
Include the following:
a. Deciding the production capacity:
Implies that with the help of demand forecasting, an organization can determine the size of the plant required for production. The size of the plant should conform to the sales requirement of the organization.
b. Planning long-term activities:
Implies that demand forecasting helps in planning for long term. For example, if the forecasted demand for the organization’s products is high, then it may plan to invest in various expansion and development projects in the long term.
Factors Influencing Demand Forecasting:
Demand forecasting is a proactive process that helps in determining what products are needed where, when, and in what quantities. There are a number of factors that affect demand forecasting.
Some of the factors that influence demand forecasting are shown in Figure-2:
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The various factors that influence demand forecasting (“as shown in Figure-2) are explained as follows:
i. Types of Goods:
Affect the demand forecasting process to a larger extent. Goods can be producer’s goods, consumer goods, or services. Apart from this, goods can be established and new goods. Established goods are those goods which already exist in the market, whereas new goods are those which are yet to be introduced in the market.
Information regarding the demand, substitutes and level of competition of goods is known only in case of established goods. On the other hand, it is difficult to forecast demand for the new goods. Therefore, forecasting is different for different types of goods.
ii. Competition Level:
Influence the process of demand forecasting. In a highly competitive market, demand for products also depend on the number of competitors existing in the market. Moreover, in a highly competitive market, there is always a risk of new entrants. In such a case, demand forecasting becomes difficult and challenging.
iii. Price of Goods:
Acts as a major factor that influences the demand forecasting process. The demand forecasts of organizations are highly affected by change in their pricing policies. In such a scenario, it is difficult to estimate the exact demand of products.
iv. Level of Technology:
Constitutes an important factor in obtaining reliable demand forecasts. If there is a rapid change in technology, the existing technology or products may become obsolete. For example, there is a high decline in the demand of floppy disks with the introduction of compact disks (CDs) and pen drives for saving data in computer. In such a case, it is difficult to forecast demand for existing products in future.
v. Economic Viewpoint:
Play a crucial role in obtaining demand forecasts. For example, if there is a positive development in an economy, such as globalization and high level of investment, the demand forecasts of organizations would also be positive.
Apart from aforementioned factors, following are some of the other important factors that influence demand forecasting:
a. Time Period of Forecasts:
Act as a crucial factor that affect demand forecasting. The accuracy of demand forecasting depends on its time period.
Forecasts can be of three types, which are explained as follows:
1. Short Period Forecasts:
Refer to the forecasts that are generally for one year and based upon the judgment of the experienced staff. Short period forecasts are important for deciding the production policy, price policy, credit policy, and distribution policy of the organization.
2. Long Period Forecasts:
Refer to the forecasts that are for a period of 5-10 years and based on scientific analysis and statistical methods. The forecasts help in deciding about the introduction of a new product, expansion of the business, or requirement of extra funds.
3. Very Long Period Forecasts:
Refer to the forecasts that are for a period of more than 10 years. These forecasts are carried to determine the growth of population, development of the economy, political situation in a country, and changes in international trade in future.
Among the aforementioned forecasts, short period forecast deals with deviation in long period forecast. Therefore, short period forecasts are more accurate than long period forecasts.
4. Level of Forecasts:
Influences demand forecasting to a larger extent. A demand forecast can be carried at three levels, namely, macro level, industry level, and firm level. At macro level, forecasts are undertaken for general economic conditions, such as industrial production and allocation of national income. At the industry level, forecasts are prepared by trade associations and based on the statistical data.
Moreover, at the industry level, forecasts deal with products whose sales are dependent on the specific policy of a particular industry. On the other hand, at the firm level, forecasts are done to estimate the demand of those products whose sales depends on the specific policy of a particular firm. A firm considers various factors, such as changes in income, consumer’s tastes and preferences, technology, and competitive strategies, while forecasting demand for its products.
5. Nature of Forecasts:
Constitutes an important factor that affects demand forecasting. A forecast can be specific or general. A general forecast provides a global picture of business environment, while a specific forecast provides an insight into the business environment in which an organization operates. Generally, organizations opt for both the forecasts together because over-generalization restricts accurate estimation of demand and too specific information provides an inadequate basis for planning and execution.
Steps of Demand Forecasting:
The Demand forecasting process of an organization can be effective only when it is conducted systematically and scientifically.
It involves a number of steps, which are shown in Figure-3:
[image: Process of Demand Forecasting]
The steps involved in demand forecasting (as shown in Figure-3) are explained as follows:
1. Setting the Objective:
Refers to first and foremost step of the demand forecasting process. An organization needs to clearly state the purpose of demand forecasting before initiating it.
Setting objective of demand forecasting involves the following:
a. Deciding the time period of forecasting whether an organization should opt for short-term forecasting or long-term forecasting
b. Deciding whether to forecast the overall demand for a product in the market or only- for the organizations own products
c. Deciding whether to forecast the demand for the whole market or for the segment of the market
d. Deciding whether to forecast the market share of the organization
2. Determining Time Period:
Involves deciding the time perspective for demand forecasting. Demand can be forecasted for a long period or short period. In the short run, determinants of demand may not change significantly or may remain constant, whereas in the long run, there is a significant change in the determinants of demand. Therefore, an organization determines the time period on the basis of its set objectives.
3. Selecting a Method for Demand Forecasting:
Constitutes one of the most important steps of the demand forecasting process Demand can be forecasted by using various methods. The method of demand forecasting differs from organization to organization depending on the purpose of forecasting, time frame, and data requirement and its availability. Selecting the suitable method is necessary for saving time and cost and ensuring the reliability of the data.
4. Collecting Data:
Requires gathering primary or secondary data. Primary’ data refers to the data that is collected by researchers through observation, interviews, and questionnaires for a particular research. On the other hand, secondary data refers to the data that is collected in the past; but can be utilized in the present scenario/research work.
5. Estimating Results:
Involves making an estimate of the forecasted demand for predetermined years. The results should be easily interpreted and presented in a usable form. The results should be easy to understand by the readers or management of the organization.
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