ASSIGNMENT 2 — UNIT 2: LOGISTICS
MANAGEMENT

Assignment 2 covers Logistics Management, including its definition, objectives,
components, distribution, transportation, containerization, cross-docking,
transportation decisions, and longer analytical questions.

We’ll follow the same MBA-level, exam-oriented format as Assignment 1.

SECTION A — 2 MARK QUESTIONS

Q1. Define Logistics Management.

Answer:

Logistics Management is the process of planning, implementing and controlling the
efficient flow and storage of goods, services and related information from the point
of origin to the point of consumption.

Its objective is to ensure that products are delivered to customers at the right place, at
the right time and in the right condition, while controlling logistics costs.

Exam Keyword:
Planning + Flow + Storage + Right place/time/condition

Q2. State any two objectives of Logistics Management.

Answer:

Two major objectives of logistics management are:

1. Customer Service: To ensure timely, reliable and efficient delivery of products
according to customer requirements.



2. Cost Efficiency: To minimize logistics costs related to transportation,
warehousing, inventory handling and distribution without compromising service
quality.

Other objectives: Better inventory flow, reduced delivery time and improved
operational efficiency.

Q3. List the major components of Logistics
Management.

Answer:

The major components of logistics management include:

Transportation
Warehousing
Inventory Management
Material Handling
Order Processing
Packaging

Distribution
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These components work together to ensure the smooth movement and storage of
products.

Q4. What is Distribution?

Answer:

Distribution refers to the activities involved in moving finished products from
manufacturers or warehouses to intermediaries or final customers.

Itincludes activities such as order fulfillment, transportation, warehousing and
delivery.

Example: Moving FMCG products from a manufacturer's warehouse to distributors and
retail stores.



Q5. What is Transportation?

Answer:

Transportation is the physical movement of goods, materials or products from one
location to another within the supply chain.

It connects suppliers, manufacturers, warehouses, distributors, retailers and
customers.

Example: Transporting finished FMCG products from a manufacturing plant to a
distributor 500 km away.

Q6. What is Containerization?

Answer:

Containerization is a transportation and handling system in which goods are placed
inside standardized containers that can be easily transferred between different
modes of transport.

It reduces handling time, product damage and transportation inefficiencies.

Example: Goods packed in standard containers can be transferred from a truck to a
ship without unloading the individual products.

Q7. Define Cross-Docking.

Answer:

Cross-docking is a logistics process in which incoming goods are received at a
distribution facility and transferred directly to outgoing transportation with little or
no storage.

It helps reduce:



e Warehousing requirements
e Inventory holding time

e Handling costs

e Deliverytime

Example: Products arriving at a distribution center in the morning are sorted and
immediately loaded onto trucks for different retail stores.

Q8. State any two factors influencing transportation
decisions.

Answer:

Two important factors influencing transportation decisions are:

1. Cost: The organization must consider the transportation costin relation to the
value and quantity of goods.
2. Speed: The required delivery time influences the choice of transportation mode.

Other factors include reliability, flexibility, product characteristics, distance and
customer service requirements.

SECTION B — 5 MARK QUESTIONS

Q1. Explain the evolution of Logistics Management.

Answer:

Logistics management has evolved from a basic transportation and storage function
into an integrated strategic activity that coordinates the movement of goods,
information and resources.

1. Traditional Transportation and Storage

Initially, logistics mainly focused on transporting goods and storing inventory.
Different activities were generally managed separately.

The main objective was simply to move and store products.



2. Physical Distribution

Organizations began focusing on the movement of finished products from factories to
customers.

Transportation, warehousing and distribution became more organized.
3. Integrated Logistics

Companies gradually recognized that transportation, inventory, warehousing and order
processing were interconnected.

Instead of optimizing each function separately, organizations began managing logistics
as an integrated system.

4. Supply Chain Integration

Logistics expanded beyond the boundaries of a single organization.
Companies started coordinating with:
Suppliers > Manufacturers > Distributors > Retailers » Customers

Information sharing and collaboration became increasingly important.
5. Technology-Driven Logistics

Modern logistics increasingly uses technologies such as:

e Information systems

e Real-time tracking

e Automated warehouses
e Data analytics

e Digital order processing

These technologies improve visibility, speed and decision-making.
Conclusion

Thus, logistics has evolved from a transportation and storage-oriented function into
an integrated and technology-supported strategic function that contributes to
customer service and cost efficiency.



The assignment specifically asks for the evolution of logistics management.

Q2. Explain the major functions of
Logistics Management.

Answer:

Logistics management involves several interconnected functions that ensure the
efficient movement and storage of goods.

1. Transportation

Transportation moves materials and finished goods between different locations.

It directly affects cost, speed and delivery reliability.
2. Warehousing

Warehousing involves storing products until they are required.

It helps maintain product availability and supports smooth distribution.

3. Inventory Management

Inventory management determines how much stock should be maintained and when
it should be replenished.

The objective is to avoid both excess inventory and stock-outs.

4. Order Processing

Order processing includes receiving, recording, verifying and fulfilling customer orders.
Efficient order processing reduces errors and improves customer service.

5. Material Handling

Material handling involves the movement and handling of goods within warehouses
and facilities.



Proper material handling reduces damage, time and unnecessary effort.

6. Packaging

Packaging protects products during transportation and storage and can also improve
handling and identification.

7. Distribution

Distribution ensures that finished goods reach distributors, retailers or final customers
efficiently.

Conclusion

These functions are interdependent. Effective coordination amongthem enables
organizations to provide better customer service while controlling logistics costs.

Q3. Discuss the major costs involved in
transportation.

Answer:

Transportation is a major component of logistics cost. The major transportation costs
include:

1. Fuel Cost

Fuel is a significant operating expense, particularly for road transportation. Changes in
fuel prices directly affect transportation costs.

2. Vehicle Operating Cost

This includes:

e Maintenance
e Repairs

e Tyres

e Lubricants



e Vehicle depreciation
3. Labour Cost

Transportation requires drivers, helpers and other logistics personnel. Their wages and
related expenses form part of transportation cost.

4. Fixed Costs

These include costs associated with owning or leasing transportation assets, such as
vehicles and equipment.

5. Loading and Unloading Cost

Goods need to be loaded, unloaded and sometimes handled multiple times during
transportation.

6. Insurance and Risk Costs

Organizations may incur costs related to insurance and protection against loss, theft or
damage during transportation.

7. Administrative Costs

Transportation also involves expenses related to:

e Route planning

e Documentation

e Tracking

e Scheduling

e Transportation management

Conclusion

Transportation decisions should consider total transportation cost rather than only
the freight rate. A cheaper mode may become expensive if it causes delays, damage or
poor customer service.



Q4. Explain the major factors that
influence the selection of a
transportation mode.

Answer:

Selecting the appropriate transportation mode is an important logistics decision. The
major factors are:

1. Cost

Organizations compare transportation costs with the value and quantity of goods being
transported.

2. Speed
Products requiring quick delivery may require faster transportation modes.
3. Reliability

Reliability refers to the ability of a transportation mode to deliver goods consistently
within the expected time.

4. Flexibility

The mode should be capable of serving the required destinations and adapting to
changing shipment requirements.

5. Nature of the Product

Product characteristics influence mode selection.
For example:

e Perishable goods - faster transportation
e Bulky goods » modes with high carrying capacity
e High-value goods > secure and reliable transportation



6. Distance
Long-distance shipments may require different modes from short-distance deliveries.
7. Customer Service Requirements

If customers expect rapid delivery, the company may choose a faster mode even if it
has a higher direct cost.

Conclusion

Transportation mode selection requires balancing cost, speed, reliability, flexibility,
product characteristics and customer requirements rather than considering cost
alone.

Q5. Explain how effective Logistics
Management can help a firm gain
competitive advantage.

Answer:

Effective logistics management can become an important source of competitive
advantage because customers increasingly value product availability, delivery speed
and reliability.

1. Better Customer Service
Timely and reliable delivery improves customer satisfaction and loyalty.
2. Cost Reduction

Efficient transportation, warehousing and inventory management reduce overall
logistics costs.

3. Faster Delivery

Efficient logistics enables companies to deliver products faster than competitors.



4. Better Product Availability

Proper inventory and distribution management reduce stock-outs and ensure products
are available when customers need them.

5. Improved Flexibility

An efficient logistics system allows organizations to respond quickly to changes in
demand and market conditions.

6. Reduced Damage and Loss

Better packaging, handling and transportation practices reduce product damage and
associated costs.

7. Improved Operational Efficiency

Coordination among transportation, warehousing, inventory and distribution reduces
unnecessary activities and improves resource utilization.

Conclusion

Therefore, logistics management contributes to competitive advantage by combining
better customer service with lower total cost and greater responsiveness.

SECTION C — 7 MARK QUESTIONS

Q1. Explain the various functions of Logistics
Management. How do these functions collectively
contribute to customer service and cost efficiency?

Answer:

Logistics management coordinates the movement, storage and handling of goods
and related information from the point of origin to the point of consumption.

Its major functions are interconnected and collectively determine both customer
service performance and logistics cost.



1. Transportation

Transportation moves goods between suppliers, manufacturers, warehouses,
distributors, retailers and customers.

Contribution:
Efficient transportation reduces delivery time and transportation cost while improving
delivery reliability.

2. Warehousing

Warehousing provides a location for storing goods until they are required.

Contribution:
Strategically located warehouses improve product availability and reduce delivery lead
time.

3. Inventory Management

Inventory management determines the appropriate quantity and timing of stock.

Contribution:
Maintaining optimum inventory prevents stock-outs while avoiding unnecessary
carrying costs.

4. Order Processing

Order processing involves receiving, recording and fulfilling customer orders.

Contribution:
Accurate and fast order processing reduces errors and improves customer
satisfaction.

5. Material Handling

Material handling involves the movement of products within warehouses and facilities.



Contribution:
Efficient handling reduces unnecessary movement, labour requirements, product
damage and processing time.

6. Packaging

Packaging protects goods during storage and transportation.

Contribution:
Proper packaging reduces damage and facilitates efficient handling, storage and
transportation.

7. Distribution

Distribution ensures that finished goods reach the appropriate intermediaries or
customers.

Contribution:
Efficient distribution improves product availability and delivery performance.

How These Functions Work Together

Consider an FMCG company:

Inventory planning determines the quantity required.
N

Warehousing stores the products.

N

Order processing receives retailer orders.

N

Material handling prepares the products.

v



Transportation moves them to the destination.

v
Distribution ensures final availability.

If any one function performs poorly, the entire logistics system can suffer.

Customer Service vs Cost Efficiency

Logistics Customer Service L
. . Cost Contribution
Function Contribution
Transportation Faster/reliable delivery Controls freight cost
Warehousing Product availability Controls storage cost
Reduces excess
Inventory Prevents stock-outs
stock
Order Processing Faster & accurate orders Reduces errors

. . . Reduces handling
Material Handling  Faster fulfillment

cost
Packaging Protects products Reduces damage
Distribution Product reaches customer Optimizes delivery

Conclusion

The objective of logistics is not to minimize the cost of each individual function
independently. Instead, organizations should optimize the total logistics cost while
maintaining the desired customer-service level. This integrated approach creates
both operational efficiency and competitive advantage.

This question specifically asks how the logistics functions collectively contribute to
customer service and cost efficiency.



Q2. Discuss the major transportation

modes. Compare them on the basis of

cost, speed, flexibility, reliability and

suitability for different products.

Answer:

Transportation modes are the different methods through which goods are moved from

one location to another. The major modes are:

Air
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Road
Rail
Water

Pipeline

Comparison of Transportation Modes

Mode

Road

Rail

Water

Air

Pipeline

Cost

Medium

Low-
Medium

Low

Very High

Low
operating
cost after
setup

Speed

Medium-
High

Medium

Slow

Very High

Flexibility

Very High

Low-

Medium

Low

Medium

Continuous Very Low

Reliability

High

High

Medium

High

Very High

Suitable For
FMCG, consumer
goods,
short/medium
distances
Bulk and heavy
goods
Heavy, bulky and
international cargo
High-value, urgent
and lightweight
products

Oil, gas and liquid
products



1. Road Transportation

Road transportation provides high flexibility because vehicles can deliver goods directly
to different destinations.

Best suited for: FMCG products, retail goods and short-to-medium distances.
2. Rail Transportation

Rail can transport large quantities of goods at relatively low cost.

Best suited for: Coal, minerals, agricultural commodities and heavy products.
3. Water Transportation

Water transportation is economical for large and bulky shipments but generally slower.

Best suited for: International trade, containers and heavy bulk cargo.

4. Air Transportation

Air is the fastest mode but also one of the most expensive.

Best suited for: High-value, urgent, lightweight and time-sensitive products.
5. Pipeline Transportation

Pipelines provide continuous transportation and are highly reliable for suitable
products.

Best suited for: Petroleum, natural gas and other liquids/gases.

Conclusion

No transportation mode is universally superior. The appropriate mode depends on the
firm's priorities regarding cost, speed, flexibility, reliability, product characteristics
and customer requirements.

The assignment specifically requires comparison on these five criteria and product
suitability.



Q3. A company has to transport 10,000
units of a product from its manufacturing
plant to distributors located 800 km
away. The product is moderately
valuable, non-perishable and demand is
relatively stable. Recommend a suitable
transportation mode and justify your
decision using cost, speed, reliability,
flexibility and service considerations.

Answer:

Situation Analysis

The company needs to transport 10,000 units over 800 km.
The product is:

e Moderately valuable
e Non-perishable
e Demand is relatively stable

Therefore, the company does not require extremely fast transportation, but it needs a
mode that provides an appropriate balance between cost, reliability and service.

Recommended Mode: Road Transportation

Road transportation is the most suitable option for this situation, particularly when the
distributors are accessible by road.



Justification

1. Cost

For a large shipment over 800 km, road transportation can provide a reasonable
balance between transportation cost and service.

Since the product is only moderately valuable, using a very expensive mode such as air
transportation would not be economically justified.

2. Speed

Road transportation can provide reasonably fast delivery over 800 km.

Because the product is non-perishable, extremely high speed is not essential.

3. Reliability

Road transportation can provide scheduled and regular deliveries when routes and
carriers are properly managed.

Stable demand also makes transportation planning easier.

4. Flexibility

This is a major advantage of road transportation.

Trucks can provide door-to-door delivery and can reach multiple distributor locations
without requiring additional modes in many cases.

5. Customer Service

Road transport allows companies to plan deliveries according to distributor
requirements.



It provides good shipment visibility and delivery scheduling, supporting consistent
customer service.

Why Not Air?

Air would provide very high speed but would have a much higher cost, which is difficult
to justify because the product is non-perishable and moderately valuable.

Why Not Water?

Water may offer lower transportation cost but is generally slower and less flexible, and
it may not be practical for direct delivery to distributors located 800 km away.

Why Not Rail?

Rail could be considered if very large quantities can be consolidated and suitable rail
infrastructure exists. However, road transport generally offers greater flexibility and
direct delivery capability.

Final Recommendation

Road transportation is recommended because it provides the best overall balance of:
Cost + Speed + Reliability + Flexibility + Customer Service

for a moderately valuable, non-perishable product with stable demand over an 800 km
distance.

The case facts—10,000 units, 800 km, moderately valuable, non-perishable and
stable demand—are specified in the assignment.



Q4. “The mission of logistics
management is to achieve the desired
level of customer service at the lowest
possible cost.” Critically examine this
statement and explain how
transportation, warehousing, inventory
and distribution decisions must be
coordinated to achieve this objective.

Answer:

The statement reflects the central challenge of logistics management: organizations
must provide the customer service level expected by customers while controlling
total logistics cost.

However, achieving the lowest possible cost does not mean minimizing every individual
logistics expense. Excessive cost reduction can reduce customer service, while
excessive service levels can make the logistics system uneconomical.

Therefore, the objective is to achieve an optimum balance between service and total
cost.

1. Transportation Decisions

Transportation determines how quickly and reliably products reach their destination.
Managers must consider:

Transportation cost
Speed

Reliability
Flexibility



e Product characteristics
Example:

Using air transportation may provide faster delivery but at a higher cost. For non-
perishable products, a cheaper mode may be more appropriate.

Thus, transportation decisions should be aligned with customer service requirements.

2. Warehousing Decisions

Warehouses provide storage and support product availability.
Important decisions include:

e Number of warehouses
e Warehouse locations

e Storage capacity

e Handling systems

Trade-off:

More warehouses > Faster customer delivery but higher fixed/storage costs
Fewer warehouses 2> Lower cost but potentially longer delivery times

Therefore, warehouse locations must be strategically planned.

3. Inventory Decisions

Inventory provides protection against demand and supply uncertainty.
Maintaining too little inventory can cause:

e Stock-outs
e |ostsales

e Poorcustomer service

Maintaining excessive inventory causes:



e Higher carrying costs
e Storage requirements

e Risk of obsolescence

Therefore, organizations need optimum inventory levels rather than maximum
inventory.

4. Distribution Decisions

Distribution determines how products move from warehouses to distributors, retailers
and customers.

Effective distribution requires:

e Proper network design

e Efficient delivery scheduling

e Appropriate transportation

e Coordination with warehouses and inventory

The objective is to deliver products where and when they are required at an
appropriate total cost.

Need for Coordination

These decisions are interdependent.
For example:

Poor inventory planning
v

Stock-outs
N

Emergency transportation
NS

Higher transportation cost
v

Lower profitability



Similarly:

Poor warehouse location
N

Longer delivery distance
v

Higher transportation cost
v

Slower customer delivery

Therefore, managers should not optimize transportation, warehousing, inventory and
distribution separately.

Integrated Logistics Approach
Customer Service Requirement
N

Inventory Planning

v

Warehouse Location & Capacity

v

Distribution Planning

v

Transportation Selection

v

Customer Delivery

N
Performance & Cost Evaluation
Conclusion

The mission of logistics management is to achieve the desired—not necessarily
maximum—Ilevel of customer service at the lowest feasible total logistics cost.



The key is coordination and trade-off management among transportation,
warehousing, inventory and distribution. An integrated approach enables firms to
improve customer satisfaction while maintaining cost efficiency and profitability.

This directly addresses the statement and coordination requirement given in the
assignment.

@ ASSIGNMENT 2 — FINAL EXAM
REVISION

Must-Remember Frameworks

Logistics Management:
Planning + Flow + Storage + Control
Major Functions:

Transportation + Warehousing + Inventory + Order Processing + Material Handling +
Packaging + Distribution

Transportation Modes:
Road + Rail + Water + Air + Pipeline
Mode Selection:

Cost + Speed + Reliability + Flexibility + Product Characteristics + Customer
Service

Cross-Docking:
Receive » Sort > Direct Transfer > Dispatch
Core Logistics Objective:

Desired Customer Service + Lowest Feasible Total Cost
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