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10.1 INTRODUCTION
Logistics is the management of the flow of things between the point of origin and
the point of consumption in order to meet requirements of customers. The logistics
of physical items usually involves the integration of information flow, material
handling, production, packaging, inventory, transportation, and warehousing.
There are many challenges in getting logistics right, and the costs of not perfecting
these processes can be enormous. For manufacturers, logistics starts with the
incoming supply of raw materials and carries through to the delivery of finished
products to customers. Logistics teams are responsible for making sure each of
these steps run smoothly, including purchasing, accepting inbound delivery,
storage, packaging, inventory management, shipping, outbound transportation and
delivery. This unit deals with inbound and outbound logistics which are crucial to
the success of any business.

Objectives:

After studying this unit you should be able to

 Understand the concept of logistics

 Explain the importance of inbound and outbound logistics

 List the objectives and steps of inbound and outbound logistics
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 Differentiate between the inbound and outbound logistics

10.2 THE CONCEPT OF LOGISTICS
Logistics is the foundation of the supply chain and is vital to a company’s success.
Well-organized logistics can reduce expenses, save time, help meet customer
demands and enhance a brand’s reputation. Effective logistics is a key to
managing the supply chain, the complex network of organizations, individuals,
activities and resources required to supply a service or product.

The concept of logistics is based on a system view of materials and product flow
activity, from the origin of supply through to the final point of consumption. A
logistics system comprises different organizational areas and consists of a number
of activities that support its operations. As logistics involves activities across
different functional units in a firm, the organizational structure must then be such
that it should not minimize the coordination efforts among units. A logistics
system begins with the provision of raw materials, in-process inventory and
finished goods by suppliers. There are four activities which are considered to have
primary significance in achieving the cost and service objectives of logistics.
These key activities include:

i. customer service

ii. transportation

iii. inventory management

iv. order processing

These four activities are considered key elements in logistics management as they
contribute most of the logistics costs in firms and are essential to the effective
coordination and completion of the logistics tasks. In support of these primary
activities, there are a number of additional logistics activities. These supporting
activities include:

i. warehousing

ii. purchasing

iii. materials handling

iv. packaging

v. production scheduling

vi. information maintenance

However, these supporting activities may be as important as the key activities in
any particular situation to help firms to attain cost reduction and service
improvement; they are complementary to the key activities in contributing to the
logistics mission of a firm. Figure 1 shows the relationships among logistics mix
activities in a firm.

https://www.netsuite.com/portal/resource/articles/erp/supply-chain.shtml
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Figure 10.1: The logistics mix

10.2.1 Logistics: Some facts and fallacies

 A logistics system possesses multiple interrelated parts;
 The performance of one part affects others and/or is affected by that of

others; consequently, to analyze any subcomponent in isolation constitutes
a serious methodological error;

 The alternation of certain subcomponents generates more change in system
behaviour than others;

 Overall system performance is dependent upon the ‘balance’ achieved
among the subcomponents;

 The weakest member often dictates the upper bound of system performance;
 Optimum system performance is often not dependent upon the optimal

performance of each subcomponent, but requires balance and coordination
among them.

10.2.2 Inbound and Outbound Logistics

The activities that make up the supply chain process vary from firm to firm,
depending on a firm’s particular organizational structure, the management
perception of the supply chain scope of the firm and the importance of individual
activities to its operations. Generally there are two aspects of logistics activities in
a firm’s immediate supply chain, i.e., inbound logistics (materials management)
and outbound logistics (physical distribution). Inbound logistics is concerned with
products (for example, raw materials, spare parts, assembles) moving into a firm
rather than away from it. The inbound logistics activities are those activities
involving receiving, storing and disseminating inputs to the operations areas.
Outbound logistics is the flip side of inbound logistics, dealing with the movement,
storage and processing of orders for a firm’s outputs. The main activities are
primarily concerned with finished and semi finished products, that is, products
that a firm offers for sale, and for which the firm plans no further processing.
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SAQ 1

a) Define the term logistics. Give an example.

b) List out the various activities involved in logistics.

c) Briefly explain the concept of logistics

d) Define Inbound and Outbound Logistics

e) Explain the importance of following activities in logistics.

(i) warehousing
(ii) transportation
(iii) inventory management

ACTIVITY 10.1

Visit a factory which is located in a rural area. Enquire the logistic team about the
problems that they encounter mostly. Suggest how logistics can be further
improved for better response.

….…………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………

10.3 INBOUND LOGISTICS
The inbound logistics process refers to the influx of raw materials from suppliers
to manufacturing facilities. It involves various activities, such as the storage and
distribution of raw materials and parts that are going to be used in production. It
also includes sourcing the materials, tracking inventory and optimizing the
movement of goods from suppliers to the store, warehouse or manufacturing plant.
The importance, benefits and objectives of inbound logistics are discussed here
with.

10.3.1 Importance of Inbound Logistics

An effective inbound logistics program can result in higher quality products, more
cost savings and increased sales. It will also improve customer satisfaction, while
also reducing total overhead and wasted materials.

If a company is in control of the inbound logistics process, the company will be
able to secure reduced carrier rates, which will ensure greater accuracy over
inventory management. Every rupee allocated to product storage, transportation
and management will be invested wisely, which will help increase the ROI in the
long run.

For example, a company that sells dietary supplements wants to make sure its
goods are properly stored after production and delivered to its warehouse in
optimal conditions. Otherwise, their chemical structure might change, which could
affect customers' health, which may lead to expensive litigation, which could
affect the company's reputation.

Since inbound logistics is the first stage in the value chain, if something goes
wrong, it will impact all of the processes. Companies might even be forced to stop
production and to cease the operations until company find a solution.
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Despite the importance of inbound logistics, many companies overlook this
process. They often focus more on customer service and other key aspects of
outbound logistics and less on inbound logistics and manufacturing. This leads to
subpar goods and services, unhappy customers and revenue loss. The end result
can be disastrous and may ruin the company's brand image.

10.3.2 Objectives of Inbound logistics

The objectives of inbound logistics are to:

i. Ensure that material received and related information are processed and
made available promptly to production, store and other department

ii. Ensure that vendor, inventory and purchase order information is
accurately updated to reflect receipt

iii. Completely and accurately document goods received and goods returned
iv. Safeguard goods received
v. Accept only items that were properly ordered
vi. Return rejected items promptly

10.3.3 Steps in Inbound Logistics

Any logistics system has to follow certain procedures and steps. The more steps
there are in the logistics plan, the more efficient the entire process needs to be. The
various steps that are followed in inbound logistics are as follows.

1. Sourcing and procurement: Identifying and evaluating potential suppliers,
obtaining price quotes, negotiating with and managing suppliers.

2. Ordering/purchasing: Buying the goods and materials the company
required so that the right quantity arrives at the right time.

3. Recording and Receipts: The Company records the purchase order and
receives a receipt once it makes payment.

4. Transportation: Deciding whether to use a truck, airplane, train or another
method to move goods. This activity also involves selecting delivery speed
for incoming supplies, contracting with third-party carriers and working
with vendors on price and route.

5. Notification:When the supplier ships the materials, it electronically
notifies the company and provides tracking information for the shipment.

6. Load Arrival: The goods arrive at the company’s facility, pulling into the
dock assigned by the business.

7. Receiving:Workers unload the incoming supplies, scan barcodes to count
and identify the product. They verify the quantity and condition against the
purchase order and confirm acceptance. Goods then move to their next
location—manufacturing inventory at a factory, put away at a warehouse or
a staging point for cross-docking.

8. Material handling:Moving the received goods short distances within the
facility and staging them for later use.

9. Put away:Moving goods from the receiving dock to storage. Staff puts
everything away in assigned locations.
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10. Storing and warehousing:Managing the materials before they go to
manufacturing or customer fulfilment. This department is responsible for
making sure items are placed in logical locations for fulfilment and the
right storage conditions are met.

11. Inventory management: Deciding the type and amount of raw
materials/items the firm should store and where to locate them.

12. Expediting:Managing the progress of and schedule for materials as they
make their way to the facility.

13. Distribution: Sending supplies to their destination inside the business.

14. Tracking: Checking on details about incoming orders, such as their
location and documents like receipts.

15. Reverse logistics: Bringing goods back from customers for reasons such as
returns, defects, delivery problems, repair and refurbishment. The receiving
team handles products sent back from customers for returns and repair.
Also, recycling and salvage firms that work with used materials obtain their
supply through reverse logistics.

10.3.4 Benefits of Proper Inbound Logistics

Companies can take advantage of many benefits from inbound logistics, including
more reliable sources of supplies and lower costs for raw materials. The following
are the benefits of efficient inbound logistics:

 Predictable raw material costs
 Higher product quality
 On-time deliveries
 Steady production rates
 Lower costs for shipping and receiving
 Better inventory management
 Ability to spot supply chain problems
 Foundation for sales success
 Stronger vendor relationships

SAQ 2

a) What is inbound logistics? What are the various activities involved in it?

b) Explain the importance of inbound logistics.

c) State the objectives of inbound logistics

d) List out the steps involved in inbound logistics

e) What are the benefits of inbound logistics?

f) What is reverse logistics? What is its significance?
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ACTIVITY 10.2

Visit an organization nearby you and understand the SCM system being followed
in that organization and interpret the same with what you have learnt theoretically.

….…………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………

10.4 CHALLENGES OF INBOUND LOGISTICS
The primary challenges of inbound logistics are high costs, uncertain delivery
dates and unpredictable lead times. These make it hard for businesses to maintain
ideal inventory levels and improve warehouse efficiency and productivity. The
following are some specific challenges of inbound logistics

1. Inbound shipping inefficiencies

2. Information vacuum

3. Surges in deliveries and receiving
4. Processing returns
5. Supplier reliability
6. Balancing supply and demand

1. Inbound shipping inefficiencies: Some companies spend too much of
their budget on shipping. To cut costs, companies need to negotiate
preferred rates with fewer carriers and consolidate inbound shipments to
make full truckloads. Companies can also set vendor inbound compliance
standards (VICS) on price and service. Analytics can help to identify any
waste of time or money.

2. Information vacuum: One frequent challenge is not know the exact
location of a shipment, when it will arrive and how much it will cost. This
lack of knowledge causes some companies to carry extra inventory, make
purchases too early and suffer delays in production and customer deliveries.
Real-time information systems allow a company to track and trace
shipments and communicate with suppliers to make sure accurate data is
captured when entering materials.

3. Surges in deliveries and receiving:Without proper planning, businesses
can end up juggling too many deliveries simultaneously. As a result, their
yards become clogged with trucks, causing confusion among drivers about
which dock to use. Peaks and lulls in deliveries make it hard to effectively
staff receiving personnel, as well. A weak receiving process leads to errors
and a backup of materials. Solutions include scheduling arrivals, routing
deliveries to specific docks and maintaining a consistent pace throughout
the day. Warehouse management software (WMS) can help with logistics.
Another technique is cross-docking, where the receiving department
matches incoming inventory to open orders. When workers unload products,
they move them directly to another dock to load onto an outbound truck,
without ever storing them.

https://www.netsuite.com/portal/resource/articles/inventory-management/warehouse-inventory-management-software.shtml
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4. Processing returns: Returns processing is an afterthought for some
companies, leading to lost sales when stock is not put back into inventory
quickly. Inaccurate inventory counts and reduced customer satisfaction are
additional problems. Create clear, efficient processes for returns and
communicate the importance of returns management to staff to combat this
issue.

5. Supplier reliability: A company needs dependable suppliers that offer
competitive pricing and quality. However, reliable suppliers can be difficult
to find and keep. To make this easier, there are steps such as:

 Build long-term relationships
 Pay suppliers on time
 Negotiate as necessary to make sure contracts align with the

business goals
 Check supplier quality certifications
 Evaluate supplier risks such as political climate, weather and labour

relations
 Forecast the growth patterns and pick suppliers that can scale
 Check supplier lead time and on-time delivery rate
 Assess their customer service
 Consistently evaluate alternative suppliers

6. Balancing supply and demand: Ensuring there are enough incoming
supplies to meet customer demand can be difficult due to seasonality,
competitive influences, economic conditions, pricing volatility in raw
materials, fluctuations in selling cycles and more. The best way to balance
supply and demand is through data. Software can compare incoming
inventory to the order pipeline. It can also monitor the status and location of
inbound deliveries, predict demand based on historical patterns, find
opportunities to consolidate purchases and more.

10.5 OPTIMIZATION OF INBOUND LOGISTICS
Optimizing inbound logistics means making the operation faster, leaner, more
cost-efficient and more agile. Assessing every process, identifying strengths and
weaknesses and making improvements are essential for any logistic systems. The
following are the steps which are considered for optimizing inbound logistics.

1. Model the current process and measure performance.

Companies need to look for inefficiencies related to cost, waste, quality loss,
duplicate work, information gaps and delays. The presence of invisible or
intangible costs in inbound logistics, such as inventory carrying costs and the
impact of poor customer service can complicate matters. Compare the
operation to industry benchmarks and competitors.

2. Analyze the choices.

Organizations need to understand how the decisions affect cost and efficiency.
For example, if the procurement department makes purchases in large
quantities to receive volume discounts, are those savings offset by the expense
of holding and managing excess inventory? The major cost drivers for

https://www.netsuite.com/portal/resource/articles/inventory-management/inventory-carrying-costs.shtml
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inbound logistics are purchasing, supplier management, transportation,
receiving, warehousing, material handling and inventory management.

3. Develop strategies to address inefficiencies

Companies are to account for trade-offs among activities during logistics.
Investing in automation and analytics will enable more data-driven decision-
making.

10.5.1 Actions to Optimize Inbound Logistics Include

The following are the few actions that help the companies to optimize their
inbound logistics.

1. Build strong relationships with suppliers: Strong supplier partnerships can
yield benefits such as better terms, reduced lead time, cost savings and a
sense of security during market fluctuations. Prioritizing this relationship
helps the supplier understand the business better. A supplier compliance plan
explains the requirements and penalties for mistakes such as late delivery or
not following route guidelines. Such a program can reduce freight and
warehouse costs, improve speed and accuracy, and increase customer
satisfaction.

2. Use a transportation management system (TMS): This software automates,
manages and optimizes freight operations. A TMS compares shipping quotes
and service levels among carriers, schedules the shipment and tracks it
through delivery. These details help a company reduce costs, increase
efficiency and gain full visibility into its supply chain.

3. Use a warehouse management system (WMS):WMS software optimizes
warehouse operations by streamlining receiving, put away, inventory
management, picking and more.

4. Combine deliveries: Less-than-truckload (LTL) shipments have higher
shipping costs and longer receiving times. Sometimes there are barriers to
consolidating shipments, such as different handling needs. If a business
struggles to make full truckloads, a third-party logistics provider (3PL) can
combine its partial loads with those of other customers.

10.6 PHASES OF INBOUND SUPPLY CHAIN
MANAGEMENT

Inbound supply chain management can include the following phases.

i. Supplier scoring and assessment
ii. Selection and contract negotiation
iii. Product design collaboration
iv. Procurement
v. Sourcing planning and assessing

https://www.netsuite.com/portal/industries/transportation-logistics/why-netsuite-transportation-logistics.shtml
https://www.netsuite.com/portal/resource/articles/erp/warehouse-management-system.shtml
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These phases are further elaborated in the paragraphs below

i. Supplier Scoring and Assessment

Supplier scoring and assessment means rating the supplier’s
performance. Large number of firms makes the mistake of focusing on
the prices quoted by the suppliers, ignoring various other factors that
affect the total cost of the supplier. It is very important that buyers or
sourcing agents take note of the following characteristics of the
supplier. Factors to be considered at the time of supplier scoring and
assessment having a great impact on the total supply chain cost –

1. Replenishment lead time

2. Scheduled performance

3. Supply flexibility

4. Delivery frequency

5. Supply quality

6. Transportation costs

7. Pricing

8. Coordination of information

9. Product design capability

10. Exchange rates, taxes and duties

11. Supplier viability

ii. Supplier Selection

Supplier contract need to be formulated and negotiated with the
suppliers. Here, it is important to keep in mind that the primary
objective of the supply chain is to maximise profitability and also
benefit both the contracting parties

Supplier Scoring & Assessment

Selection & Contract Negotiation

Product Design Collaboration

Procurement

Sourcing Planning & Assessing
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Selection of suppliers is the next stage in the inbound SCM process.
Once the supplier scoring and assessment is over, and all the relevant
information is available, it is time for supplier selection. The firm
needs to decide whether it will use single sourcing or will have
multiple suppliers from which to source the product. Once the firm is
able to decide this, contracts need to be structured between the buyer
and every supplier.

iii. Contracts

While performing Product design collaboration it is important to
ensure that these designs are communicated effectively to all the
parties involved in the production and operation departments.

Contracts between the suppliers and the buyer are made keeping in
mind two basic aspects of supply chain profits and product availability.

There are three types of basic contracts that are best suited to both the suppliers
and the buyers:

 Buyback or return contracts – Buyback contract is one that
allows the retailer to return the unsold goods upto a certain
specified amount at an agreed price.

 Revenue sharing contracts – Buyer pays only a minimal
amount for each unit purchased from the supplier, but shares a
fraction of the revenue for each unit sold.

 Quantity Flexibility contracts – buyer is allowed to modify
the order within certain limits as notified by the supplier as and
when the demand visibility inches closer to the point of sale.

 Contracts for supply chain costs co-ordination – In order to
keep a check and control over the supply chain costs, the
supplier and buyer can enter into a quantity discount contract.
Under a quantity discount contract, there is a reduction in the
overall costs but leads to higher lot sizes, and thus, higher levels
of inventory in the supply chain. It is typically suited for
commodity products, where the supplier has high fixed costs per
lot.

iv. Procurement

In Procurement design stage the supplier sends the products in
response to the orders placed and delivered on schedule at the lowest
possible costs.

Once the suppliers are selected, contracts signed and products designed,
the buyers and suppliers now begin the next stage of the procurement
process together. The procurement process begins with the buyer
placing the order and ends with the buyer receiving the order and
making payments for the products received. It is very important to
keep in mind which goods are to be procured first, whether they are
direct material or indirect material.
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If linked with production, the procurement process for direct material
should be designed to ensure that components are available at the right
place, in the right quantity and at the right time. If we focus on the
procurement of indirect material, then the focus is on numerous, low
value transactions. The procurement process for indirect material
should focus on reducing the transaction cost of each order, which
tends to be high because of the difficulty in selecting goods, getting
approvals and delivering a purchase order.

Another important requirement for the procurement process, for both
direct and indirect material, is to be able to aggregate orders by product
and supplier. This is because the consolidation of orders improves the
economies of scale at the supplier’s end and also during transportation.
It also allows the firm to gain from quantity discounts that may be
offered by the supplier.

v. Sourcing planning and assessing

Source planning and assessing involves the identification of
opportunities where the buyers are able to decrease the overall cost of
the product.

SAQ 3

a) List out the challenges of inbound logistics

b) Explain the following challenges of inbound logistics

(i) Surges in deliveries and receiving

(ii) Inbound shipping inefficiencies

(iii) Supplier reliability

c) What is need for optimizing inbound logistics?

d) Explain the steps considered to optimize inbound logistics

e) What are the actions performed to optimize inbound logistics? Explain

f) Give the phases of inbound supply chain management

g) Explain the phases of inbound supply chain management

ACTIVITY 10.3

Visit a bottle manufacturing using nearby you. Study the activities and processes
of inbound and outbound logistics in the organization. Suggest an optimized
process other than existing one for the better customer satisfaction.

….…………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
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10.7 OUTBOUND LOGISTICS
Outbound logistics focuses on the demand side of the supply-demand equation.
The process involves storing and moving goods to the customer or end user. The
steps include order fulfilment, packing, shipping, delivery and customer service
related to delivery. These activities are mostly related to distribution channels and
customer service.

For example a company’s sales department receives an order from a customer.
Next, it will check the company’s inventory to make sure the product is in stock
and then send the order to the warehouse for packaging and delivery to the client.

10.7.1 Objectives of Outbound Logistics

The objectives of outbound logistics are to:

1. To make available the right quantity of right quality products at the right
place and time in right condition

2. Meeting customer demand with perfection
3. Balance between supply and demand
4. To reduce the cost of operations and maintain transparency

10.7.2 Steps in Outbound Logistics

Outbound logistics processes relate to processing and transporting products to the
consumer. Outbound logistics processes typically begin in a distribution centre
and end when the order reaches the final destination. During these, various steps
need to be followed which are discussed below.

1. Warehouse and Storage Management

A company keeps a certain quantity of goods on hand to meet demand. Outbound
logistics processes store these goods securely in the right conditions and organize
them. Inbound and outbound logistics overlap in warehouse management. But
outbound logistics deals with outgoing finished products. For companies that sell
finished products they receive from suppliers, inbound logistics concentrates on
product acquisition and outbound logistics fulfils orders sent straight to customers
and distributes the products to retail outlets.

2. Inventory Management

Software often plays a central role in inventory management, a process that
determines the best place to store goods in the warehouse for fast order fulfilment
and the order picking and packing operation. Inventory management goals include
inventory and order accuracy as well as maintaining product quality by preventing
damage, theft, obsolescence or spoilage.

3. Customer Order

A customer places an order through one of the channels where a company sells its
offerings.

4. Order processing

The Company validates the order, receives the requested quantity and products
from inventory and produces documentation.

https://www.netsuite.com/portal/products/erp/warehouse-fulfillment/inventory-management.shtml
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5. Replenishment

Reserve inventory moves to primary storage, replacing the purchased product.
This process may trigger the production of more goods or ordering of raw
materials from suppliers to maintain adequate inventory levels.

6. Picking

Warehouse workers pick products from storage to fulfill the order.

7. Packing, Staging and Loading

Staff packages, labels and documents the order according to internal and customer
needs. Workers sort orders according to shipping mode, delivery speed or
destination. The team loads the orders onto outgoing trucks.

8. Transportation

The modes and methods of shipping products vary depending on the type of goods.
For example, huge items like heavy machinery may ship in small order quantities
by truck. Perishable items like fresh flowers may need to be transported by plane
in refrigerated containers.

9. Delivery

On-time delivery is critical to success. Moreover, the customer’s order must have
the correct items and quantities, and the package can’t get lost or damaged in
transit. Outbound logistics takes responsibility for this step.

10. Distribution Channels

The ways the product reaches the customer, called distribution channels, affect
how a company organize outbound logistics. Distribution channels can be broadly
categorized into direct (sell directly to the customers) and indirect (sell through an
intermediary such as a wholesaler or retailer). There are many distribution
methods, including direct to consumer, value-added resellers, dealer networks,
dual-distribution, omni channel and drop shipping. When choosing distribution
channels, consider logistics complexity, cost, speed, quality, customer satisfaction
and control.

11. Last-mile Delivery

The final step in an order’s journey covers the last shipping leg and delivery. The
last mile is usually the most costly and inefficient part of delivery. Last-mile
logistics includes services such as home grocery delivery from a local store and
package delivery by a common carrier. Before the last mile, shippers can handle
lots of orders at the same time in the same way. But in the last mile, each delivery
requires individual handling because it goes to a single address. Deliveries to
addresses get spread over a suburban region or packed within a gridlocked city
centre where parking is difficult—last-mile services account for 41% of overall
supply chain costs.

12. Delivery Optimization

Optimizing delivery involves not only reducing costs but meeting ever-increasing
customer expectations for speed and visibility. Often, these two things go hand-in-
hand. Route planning software group’s orders more efficiently for delivery, sort’s

https://www.netsuite.com/blog/direct-to-consumer-strategies-now-increasingly-important-to-channel-dependent-consumer-products-companies
https://www.capgemini.com/wp-content/uploads/2019/01/Report-Digital-%E2%80%93-Last-Mile-Delivery-Challenge1.pdf
https://www.capgemini.com/wp-content/uploads/2019/01/Report-Digital-%E2%80%93-Last-Mile-Delivery-Challenge1.pdf
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packages by route, plots the best course with an eye to traffic, fuel consumption
and other variables, and assigns routes to drivers.

10.7.3 Benefits of Outbound Logistics

Outbound logistics help companies please customers. The process confirms
nothing is missing, broken or defective.

The specific benefits of well-run outbound logistics are:

 Faster deliveries
 Fewer order cancellations
 More on-time deliveries
 Reduced delivery failures or mistakes
 Less damage and loss in transit
 Lower costs for the company and the customer
 Decreased returns
 Higher customer satisfaction and loyalty
 Stronger company reputation
 Better business planning

SAQ 4

a) Define outbound logistics. What are its objectives?

b) What are the steps in outbound logistics? Briefly explain them.

c) What do you understand by packing, staging and loading in outbound
logistics?

d) Why Last-mile Delivery is important in outbound logistics?

e) State the benefits of outbound logistics.

ACTIVITY 10.4

Visit a factory in your locality and study the outbound logistics methods and
procedures in it. Enquire the logistics team about the type of distribution channels
and transportation mode they are adopting. Analyze the problems encountered
during distribution and transportation and suggest solutions for those.

….…………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………

10.8 CHALLENGES OF OUTBOUND LOGISTICS
Outbound logistics challenges can hurt profits and customer satisfaction.
Inventory and shipping costs can rise quickly, while incorrect or late orders will
drive customers away. The following are the challenges of outbound logistics

a) Coordinating Operations: Outbound logistics teams must monitor
production, storage and distribution—coordinating the optimal movement of
goods is not small task. If production rises, the logistics team needs to free up
more warehouse space, and as production increases to meet customer demand,
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shipping and delivery need to scale. Software and automation can help close
the information loop by connecting production to storage capacity and demand.

b) Achieving the Seven R’s: John J. Coyle, professor emeritus of logistics and
supply chain management at Penn State University, coined the seven Rs are,
they are: getting the right product, to the right customer, in the right quantity,
in the right condition, at the right place, the right time and at the right cost.
Consistently hitting these targets requires an integrated management process
that uses data to assess performance, identify areas of weakness, and track and
foster continuous improvement.

c) Inventory Costs: Keeping enough inventories to meet fluctuating customer
demand without creating unnecessary holding costs requires careful planning.
Keeping a close eye on inventory planning metrics such as sell-through rate
and inventory turnover and tracking numbers like safety stock and shifts in
demand is important.

d) Transportation Costs: A major cost for outbound logistics is transportation.
Companies can control costs by analyzing past spending to spot inefficiencies.
Exploring different strategies such as dynamic pricing, volume discounts with
carriers, opening up bidding for the products/services and looking at freight
marketplaces.

e) Rising Customer Expectations: Consumer demands continue to climb, and
free, fast delivery is the expectation. Same-day and even two-hour delivery is
the norms in some regions and industries. Customers want real-time visibility
into the status of their orders and to be able to track them on a map. To meet
this trend, logistics teams need to understand the role of delivery as a
competitive differentiator and the lasting effect of a poor customer delivery
experience.

10.9 OPTIMIZATION OF OUTBOUND LOGISTICS
To optimize outbound logistics, efforts have to be made into relationships and
negotiations. Using technology to figure out delivery networks, plan routes,
organize schedules and to keep costs down is necessary. The following are the
steps that are to be considered for optimizing outbound logistics.

i. Understand when fast delivery starts.

To meet carrier requirements for fast shipping, companies may need to set
up product staging at distribution centres, sort shipments according to
distribution centre guidelines and tailor packaging to meet their
requirements. In some industries, like wholesale food supply, a distribution
centre may employ a service, which uses third-party workers to load or
unload the goods. The aim is to speed up turnaround and let the truck driver
rest and depart faster.

ii. Adapt to current inventory strategies.

Just-in-time (JIT) inventory and other rapid replenishment methods mean
that large orders delivered to customers at widely spaced intervals are no
longer the norm. Most customers using JIT will not have room to store a lot
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of excess product, so companies need to adapt the outbound logistics to
mesh with these inventory trends.

iii. Build and improve partner relationships.

Work closely with key partners in outbound logistics, including the
customers and freight providers. Depending on the industry, organizations
may sell to major retailers that have deep insights into their complex supply
chains. With the right relationship, they may share data on how the product
is selling so that organization’s can fine-tune the production, order
fulfilment and shipping. By working closely with freight carriers,
companies can learn if dividing the business among just a few shippers
gives more control over price and service level agreements.

iv. Use smart route planning

Automated route planning can reduce waiting and travel time for deliveries.
The time savings can cut fuel costs and boost customer satisfaction.

v. Investigate third-party logistics provider (3PL) as an alternative.

For many companies, the cost and complexity of outbound logistics can
make outsourcing to a 3PL a smart move. The size of 3PLs gives them
volume discounts and negotiating leverage, which can lead to cost savings
for the organizations. 3PLs bring expertise, specialization and the
opportunity to quickly scale organization’s operation up or down depending
on business needs.

10.10 DIFFERENCES BETWEEN INBOUND AND OUTBOUND
LOGISTICS

The key difference between outbound and inbound logistics processes is inbound
logistic encompasses all processes related to receiving the products from suppliers
and manufacturers — products coming in. It includes procurement of raw
materials, sourcing, buying, storing, and distributing goods, and supplier returns.
On the other hand, outbound logistics is all about delivering products to customers
— orders going out. It includes inventory management, order management,
packing, distribution, and more. The differentiation between the inbound and
outbound logistics is shown in table no 1.

Table 1: difference between inbound and outbound logistics

Parameter Inbound Logistics Outbound Logistics
Definition Inbount logistics is the receiving

of raw materials or products from
a supplier to a warehouse

Outbound logistics are the
actions required to get the
final goods delivered to the
end-user

Who all are
involved?

Supplier, manufacturer,
distributor, or product holder >
Company, brand, retailer, or third-
party logistics company

A company, brand, third-
party, or retailer >
Customers

Steps involved Materials management, material
sourcing, and warehouse
receiving

Shipping orders to end-
users, and customer service
involving deliveries

https://www.netsuite.com/blog/from-corner-candy-store-of-the-world-to-leading-cold-chain-logistics-business-green-rabbit-sprints-ahead
https://www.netsuite.com/blog/from-corner-candy-store-of-the-world-to-leading-cold-chain-logistics-business-green-rabbit-sprints-ahead
https://optimoroute.com/order-management/
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SAQ 5

a) What are the major challenges of outbound logistics?

b) Explain the steps included to optimize outbound logistics.

c) Differentiate between inbound and outbound logistics.

d) How outbound logistics reduces the cost of operations?

e) What do you understand by delivery optimization in outbound logistics?

ACTIVITY 10.5

Assume that you are a manufacturer of note books. Prepare separate flowcharts for
inbound and outbound logistics that you are going to adopt right from the
procurement of raw materials to the dispatch of note books

….…………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………

10.11 SUMMARY
Logistics plays a predominant role in designing and shaping of SCM in a firm.
Without an effective logistics system the effectiveness of the firms SCM channel
is questionable. A logistics system comprises different organizational areas and
consists of a number of activities that support its operations. There are two aspects
of logistics activities in a firm i.e., inbound logistics and outbound logistics.
Inbound logistics is concerned with products moving into a firm rather than away
from it. Outbound logistics deals with the movement, storage and processing of
orders for a firm’s outputs. An effective inbound logistics program can result in
higher quality products, more cost savings and increased sales. It will also
improve customer satisfaction, while also reducing total overhead and wasted
materials. Procurement, purchasing, transportation, receiving and storing are few
stages in inbound logistics. Outbound logistics, on the other hand, focuses on the
demand side of the supply-demand equation. The process involves storing and
moving goods to the customer or end user. These include order fulfilment, packing,
shipping, delivery and customer service related to delivery. Both inbound and
outbound logistics can be optimized for the better output and to satisfy the end
user. There are many challenges associated with both logistics systems, where
organizations need to put efforts to minimize those.

10.12 KEYWORDS
Logistics: It is the management of the flow of things between the point of origin
and the point of consumption

Warehousing: It is the act of storing goods that will be sold or distributed later.

Material handling: It is the movement, protection, storage and control of
materials and products throughout manufacturing, warehousing, distribution,
consumption and disposal.

Procurement: It is the act of obtaining goods or services, usually for business
purposes.

https://www.mhi.org/glossary?q=%22material+handling%22&pb=1&fq=&sort=score+desc
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Inventory management: It the process of ordering, storing, using, and selling a
company's inventory.

Expediting: It is a concept in purchasing and project management for securing the
quality and timely delivery of goods and components.

Replenishment lead time: It is the duration in working days sufficient to procure
or produce any quantity of a material.

Inbound logistics: It refers to the network that brings goods or materials to the
businesses.

Outbound logistics: It is the shipping out of finished products to customers from
a warehouse or distribution center.
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