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This course covers the advanced management of transportation and logistics: transport modes

and selection, network design, warehousing, inventory strategy, third-party logistics, global supply

chains, and technology-driven logistics.
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MODULE 1: LOGISTICS AND SUPPLY CHAIN FOUNDATIONS

Learning Objectives

•  Define logistics and its role in the supply chain

•  Explain the total-cost concept and trade-offs

•  Describe key logistics activities

•  Measure logistics performance

What Logistics Does
Logistics is the process of planning, implementing, and controlling the efficient flow and storage of

goods, services, and information from origin to consumption. It is the operational engine inside supply
chain management, which coordinates the wider network of suppliers, manufacturers, and customers.

The Council of Supply Chain Management Professionals (CSCMP) definition emphasizes that logistics

creates time and place utility — the right product, at the right place, at the right time.

Core activities: transportation, warehousing, inventory management, order processing, materials

handling, packaging, and logistics information systems. Customer service is the output that ties them

together.

The Total-Cost Concept
The total-cost concept is the central idea of logistics: minimize the sum of transport, warehousing,

inventory carrying, and service costs — not each in isolation. Classic trade-off: faster transport costs

more but reduces inventory (less pipeline stock, lower safety stock). Cheaper bulk transport raises

inventory carrying costs. Decisions that look good for one function (e.g., purchasing's bulk discounts)

can destroy total cost. Systems thinking — optimizing the whole, not the parts — is the logistician's

core discipline.

Performance Measurement
Measure with KPIs: perfect order rate (complete, on-time, damage-free, correct invoice), order cycle

time, transport cost per unit, warehousing cost per unit, inventory turns, and cash-to-cash cycle time.

Benchmarking against best-in-class (e.g., SCOR model metrics) reveals gaps. The balanced

scorecard links logistics metrics to financial outcomes so logistics is managed as a value creator, not

just a cost center.

Key Terms & Definitions

Time and place utility Value created by having goods where and when wanted.

Total-cost concept Minimizing the sum of all logistics costs, not each separately.

Perfect order Complete, on-time, damage-free delivery with correct documentation.

SCOR model Supply Chain Operations Reference model for benchmarking.
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Example: The Air-Freight Paradox

A firm ships electronics by air at 5x the ocean rate — yet total cost falls: pipeline inventory drops

by 30 days, obsolescence risk collapses, and stockouts disappear. Transport cost rose; total

logistics cost fell. Judging transport alone would have killed the best option.

Module Summary

• Logistics = flow + storage of goods and information; creates time and place utility.

• Total-cost concept: optimize the sum of costs; trade-offs are everywhere.

• Core activities: transport, warehousing, inventory, order processing, information.

• Measure with perfect order rate, cycle time, cost per unit, inventory turns.

Exam Pointers (Very Important)

★  Define logistics and distinguish it from supply chain management.

★  Explain the total-cost concept with a numerical trade-off example.

★  List and define four logistics KPIs.

★  Why is systems thinking essential in logistics?
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MODULE 2: TRANSPORTATION MODES AND SELECTION

Learning Objectives

•  Compare the five transport modes on cost, speed, and capability

•  Explain intermodal transportation

•  Select modes using total-cost analysis

•  Understand carrier pricing and regulation

The Five Modes
Rail: low cost per ton-km for bulk over land, slow, limited accessibility. Road: flexible, door-to-door, fast

for short/medium haul — dominant in most countries including Pakistan. Water: cheapest per ton-km

for bulk and containers, very slow, port-dependent. Air: fastest, most expensive, best for

high-value/perishable goods. Pipeline: lowest cost for liquids/gases over fixed routes, inflexible.

Intermodal combines modes (e.g., road-rail, sea-road) in single container movements, capturing each

mode's strength.

Mode Selection
Select on total logistics cost, not freight rate: include inventory carrying (in-transit + safety stock),

warehousing, packaging, damage/loss, and service penalties. Decision factors: shipment size and

value density, distance, urgency, perishability, and infrastructure availability. Value density (value per

kg) is the key heuristic — high value density justifies fast expensive modes. Parcel/express networks

serve small urgent shipments; full truckload/rail serve bulk.

Carriers, Pricing, and Contracts
Common carriers serve the public at published rates; contract carriers serve specific shippers under

negotiated terms; private fleets are shipper-owned. Pricing: class rates, commodity rates, negotiated

contract rates, spot rates. Deregulation trends worldwide increased competition and modal choice. In

Pakistan, road transport is largely informal — shippers should vet carrier reliability, insurance, and

tracking capability, not just price.

Key Terms & Definitions

Intermodal Combining two or more modes in one shipment (e.g., container ship +
truck).

Value density Product value per unit weight; drives mode choice.

Common vs. contract
carrier

Public scheduled service vs. negotiated dedicated service.

Spot rate One-off market price for immediate transport capacity.
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Example: Mode Choice for Garments

A Sialkot exporter ships surgical instruments (high value density, urgent) by air to Europe, but

ships bulk textiles (low value density) by sea via Karachi. Same company, different modes —

matched to product economics, not habit.

Module Summary

• Five modes: rail, road, water, air, pipeline — plus intermodal combinations.

• Select on total logistics cost; value density is the key heuristic.

• Carrier types: common, contract, private; pricing from class rates to spot.

• Vet reliability and tracking, not just freight rates.

Exam Pointers (Very Important)

★  Compare the five modes on cost, speed, and accessibility.

★  What is value density and how does it guide mode choice?

★  Explain intermodal transportation with an example.

★  Distinguish common, contract, and private carriers.
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MODULE 3: NETWORK DESIGN AND FACILITY LOCATION

Learning Objectives

•  Design distribution networks (direct vs. echelon)

•  Apply center-of-gravity and optimization models

•  Evaluate insourcing vs. outsourcing of facilities

•  Plan for resilience, not just efficiency

Network Structures
Options: direct shipment (plant to customer — minimal handling, high transport cost for small orders),

warehousing echelon (plant → regional DC → customer — lower transport cost, more inventory),

cross-docking (inbound trucks sorted directly to outbound trucks — minimal storage, needs

coordination), and transshipment/hub-and-spoke. E-commerce pushes toward more, smaller,
closer-to-customer facilities for speed; the trade-off is duplicated inventory. Postponement (delaying

final configuration) reduces the inventory penalty of decentralization.

Location Models
The center-of-gravity method finds the transport-cost-minimizing point from weighted

customer/supplier locations — a good starting heuristic. Optimization models (mixed-integer

programming) choose the number, location, and size of facilities considering fixed costs, transport

rates, service constraints, and capacities. Qualitative factors modify the math: labor availability and

cost, infrastructure quality, political stability, tax incentives, and proximity to ports. In Pakistan:

Karachi-port proximity vs. up-country market access is the classic tension.

Resilience by Design
Efficient networks are fragile — single ports, single suppliers, lean inventories. Resilience strategies:

dual sourcing, multi-port routing, strategic safety stock of critical items, and network stress-testing
(what if Karachi port closes for a week?). The pandemic taught that the cheapest network is not the

best network; design for efficient resilience — low cost under normal conditions, survivable under

shocks.

Key Terms & Definitions

Cross-docking Sorting inbound freight directly to outbound trucks; minimal storage.

Center of gravity Transport-cost-minimizing location heuristic.

Postponement Delaying final product configuration to reduce inventory risk.

Hub-and-spoke Consolidation through central hubs for transport economies.
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Example: E-commerce Network Choice

An online retailer serves Pakistan from one Lahore warehouse: cheap, but Karachi orders take

4 days. Adding a Karachi cross-dock cuts delivery to 1 day; analysis shows the sales lift

outweighs the added cost. Network design = service promise made physical.

Module Summary

• Structures: direct, echelon warehousing, cross-docking, hub-and-spoke.

• Locate with center-of-gravity heuristics then optimization; adjust for qualitative factors.

• Postponement reduces decentralization's inventory cost.

• Design resilient networks: dual sourcing, stress tests, strategic buffers.

Exam Pointers (Very Important)

★  Compare direct shipment, warehousing, and cross-docking.

★  Explain the center-of-gravity method with a small example.

★  What is postponement and why does it matter?

★  Why must networks be designed for resilience, not just efficiency?
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MODULE 4: WAREHOUSING AND MATERIALS HANDLING

Learning Objectives

•  Explain warehouse functions beyond storage

•  Design warehouse layout and slotting

•  Choose materials-handling and storage equipment

•  Measure warehouse performance

Why Warehouses Exist
Warehouses do more than store: they consolidate (combine small shipments into economical loads),

break bulk (split bulk arrivals for distribution), mix products from multiple plants into customer orders,

provide postponement (labeling, kitting), and buffer seasonality. Types: private, public (pay-per-use),

contract (dedicated 3PL), and distribution centers (flow-through, retail-focused) vs. traditional storage

warehouses.

Layout and Slotting
Design principles: ABC slotting — fast movers (A items) near docks/pick faces to minimize travel;

heavy/bulky low; ergonomics (golden zone picking). Flow design: U-flow (receiving and shipping on

same side) suits smaller operations; through-flow suits high volume. Storage modes: block stacking

(cheap, poor selectivity), selective racking (100% selectivity), drive-in (high density, low selectivity),

AS/RS (automated, high throughput). Match storage mode to SKU velocity and selectivity needs.

Operations and Metrics
Core processes: receiving → putaway → replenishment → picking → packing → shipping. Picking is

the costliest activity — improve with batch picking, zone picking, pick-to-light, or voice picking. WMS
(warehouse management system) directs every move. Metrics: dock-to-stock time, order picking

accuracy, lines per labor hour, space utilization, and cost per unit shipped. Safety and 5S discipline

underpin everything.

Key Terms & Definitions

Cross-docking Flow-through with minimal storage (also a network strategy).

ABC slotting Placing fast movers closest to docks.

WMS Warehouse management system directing operations.

Break-bulk Splitting bulk quantities into smaller distribution lots.
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Example: Slotting Payoff

A distributor's pickers walked 12 km/day. ABC analysis moved the top 20% SKUs (80% of

picks) to the golden zone near packing: travel fell 35%, same-day shipment rate rose from 82%

to 97% — no new equipment, just smarter slotting.

Module Summary

• Warehouses consolidate, break bulk, mix, postpone, and buffer seasonality.

• ABC slotting and flow design cut travel — the biggest cost.

• Picking is the costliest process; batch/zone/voice methods help.

• WMS directs work; measure accuracy, speed, utilization, cost per unit.

Exam Pointers (Very Important)

★  List five warehouse functions beyond storage.

★  Explain ABC slotting and U-flow vs. through-flow.

★  Why is picking the key process to optimize?

★  Compare selective racking with drive-in storage.
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MODULE 5: INVENTORY STRATEGY

Learning Objectives

•  Explain why inventory exists (and why it's costly)

•  Apply EOQ, reorder point, and safety stock models

•  Manage inventory by ABC/XYZ classification

•  Coordinate inventory across the supply chain

The Inventory Dilemma
Inventory decouples supply from demand — buffering uncertainty and enabling economies of scale.

But it costs: carrying cost (capital, storage, risk, obsolescence — typically 20-30% of value per year),

plus it hides problems (the 'water and rocks' analogy). Types: cycle stock, safety stock, pipeline stock,

speculative and seasonal stock. Strategy: hold inventory where it buys the most service per rupee of

carrying cost.

Core Models
EOQ = √(2DS/H) balances ordering cost against carrying cost (D = demand, S = order cost, H = holding

cost per unit). Reorder point = demand during lead time + safety stock. Safety stock = z × σ × √L
protects against demand/lead-time variability for a target service level (z from the normal table). ABC
analysis: A items (few SKUs, most value) get tight control and high service; C items get simple rules.

XYZ adds demand variability — AX items deserve forecasting effort; CZ items deserve simplification.

Multi-Echelon Coordination
Uncoordinated echelons amplify variability — the bullwhip effect (retail blip becomes factory chaos).

Countermeasures: information sharing (POS data upstream), VMI (vendor-managed inventory),

continuous replenishment, and echelon inventory thinking (manage system stock, not local stock).

JIT/lean works when demand is stable and supply reliable; otherwise it just transfers risk to suppliers.

Key Terms & Definitions

EOQ Economic order quantity balancing ordering and carrying costs.

Safety stock Buffer against demand/lead-time variability.

Bullwhip effect Demand variability amplification upstream.

VMI Vendor-managed inventory; supplier decides replenishment.

Example: Safety Stock Math

Weekly demand σ = 100 units, lead time L = 2 weeks, target 95% service (z = 1.65). Safety

stock = 1.65 × 100 × √2 ≈ 233 units. Cutting supplier lead-time variability in half cuts safety

stock 30% — often cheaper than holding the buffer.
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Module Summary

• Inventory decouples supply/demand but costs 20-30%/year to carry.

• EOQ, reorder point, safety stock = z·σ·√L; ABC/XYZ focuses control.

• Bullwhip: share information, use VMI, think in echelon inventory.

• JIT needs stable demand and reliable supply.

Exam Pointers (Very Important)

★  Derive and interpret the EOQ formula.

★  Compute safety stock for given σ, L, and service level.

★  Explain the bullwhip effect and three countermeasures.

★  When is JIT appropriate and when is it dangerous?
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MODULE 6: THIRD-PARTY LOGISTICS (3PL) AND OUTSOURCING

Learning Objectives

•  Explain why firms outsource logistics

•  Compare 3PL, 4PL, and LLP models

•  Select and contract logistics providers

•  Manage provider relationships and performance

The Outsourcing Decision
Firms outsource logistics for cost (scale economies, converting fixed to variable cost), capability
(technology, expertise, networks they can't build), and focus (management attention on core business).

Keep in-house what is strategic and differentiating (e.g., the delivery experience for a premium

brand); outsource the commodity (standard trucking, basic warehousing). The make-buy analysis

must include transition costs, control loss, and dependency risk — not just rate comparisons.

Provider Models
3PL: executes logistics functions (transport, warehousing) with its own assets. 4PL: asset-light

integrator managing multiple 3PLs and the information flow — a supply-chain architect. LLP (lead
logistics provider): hybrid. Selection criteria: capability match, financial stability, IT compatibility

(EDI/API, tracking), cultural fit, references, and gain-sharing willingness. Contract on outcomes
(on-time %, damage rate, cost per unit) not just activities, with SLAs, audit rights, and exit clauses.

Relationship Management
Treat strategic providers as partners: share forecasts, joint improvement projects, quarterly business

reviews, and open-book elements for trust. Measure with a provider scorecard (service, cost,

innovation, responsiveness). Manage risks: dual-source critical lanes, monitor provider financial health,

and retain enough internal expertise to be an intelligent customer — outsourcing the work must never

mean outsourcing the understanding.

Key Terms & Definitions

3PL / 4PL Asset-based executor vs. asset-light integrator.

Gain-sharing Splitting improvement benefits between shipper and provider.

SLA Service-level agreement with measurable targets and remedies.

Intelligent customer Retaining enough expertise to manage providers well.
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Example: From Vendor to Partner

A manufacturer outsourced warehousing to a 3PL on cost-plus. Service stagnated. They

restructured to a gain-share contract: every point of perfect-order improvement above baseline

split 50/50. Within a year the 3PL had invested in a WMS upgrade and pick-process redesign —

because now it profited from improving, not just from operating.

Module Summary

• Outsource for cost, capability, focus; keep strategic differentiators in-house.

• 3PL executes, 4PL integrates; select on capability, IT, fit, gain-sharing.

• Contract on outcomes with SLAs and exit clauses.

• Manage as partners; stay an intelligent customer.

Exam Pointers (Very Important)

★  When should a firm outsource vs. keep logistics in-house?

★  Distinguish 3PL, 4PL, and LLP.

★  Design a 3PL selection scorecard.

★  What is gain-sharing and why does it outperform cost-plus?
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MODULE 7: GLOBAL LOGISTICS AND TRADE

Learning Objectives

•  Manage international freight (ocean, air) and Incoterms

•  Navigate customs, duties, and documentation

•  Design global networks considering total landed cost

•  Handle risk in international supply chains

International Freight
Ocean freight: FCL (full container) vs. LCL (consolidated); freight forwarders book space, consolidate,

and handle documentation. Air freight: via integrators or forwarders; chargeable weight = max(actual,

dimensional). Incoterms (EXW, FOB, CIF, DDP...) define who pays for and controls each leg — FOB
vs. CIF is the classic decision: CIF looks convenient but surrenders freight control; FOB keeps it.

Choose Incoterms deliberately as part of sourcing strategy.

Customs and Landed Cost
Total landed cost = product + freight + insurance + duties + customs brokerage + inland transport +

inventory carrying + compliance costs. Customs: HS classification determines duty rates; valuation,

origin rules, and FTAs (e.g., Pakistan's FTAs with China, Malaysia) change the math. Documentation:

commercial invoice, packing list, bill of lading/AWB, certificate of origin. Errors here cause the costliest

delays — invest in brokerage competence.

Global Risk
Risks: port congestion, geopolitical disruptions, currency fluctuation, regulatory change, and long lead

times amplifying the bullwhip. Mitigations: nearshoring/friendshoring critical items, multi-port

strategies, bonded warehousing, currency hedging, and supply-chain mapping (know your tier-2/3

suppliers). Resilience premium is now an explicit line in network design — the cheapest landed cost

on paper is not the best if it collapses under stress.

Key Terms & Definitions

Incoterms Standard trade terms defining cost/risk transfer points.

Landed cost Full cost to get goods to the destination dock.

FCL / LCL Full vs. less-than-container load.

HS code Harmonized System classification determining duties.
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Example: The CIF Trap

A buyer always purchased CIF Karachi — 'hassle-free.' Analysis showed the supplier's CIF

forwarder charged 25% above market and transit was 8 days slower than the buyer's forwarder.

Switching to FOB saved $180k/year and cut lead time. Convenience had a price; nobody had

measured it.

Module Summary

• Ocean: FCL/LCL via forwarders; air: chargeable weight rules.

• Incoterms allocate cost/control — choose FOB vs. CIF deliberately.

• Landed cost = product + freight + duties + brokerage + carrying + compliance.

• Manage global risk: multi-port, mapping, hedging, resilience premium.

Exam Pointers (Very Important)

★  Explain FOB vs. CIF and when each is preferable.

★  Compute total landed cost from given components.

★  What documents are needed for an import shipment?

★  How should firms manage geopolitical supply-chain risk?
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MODULE 8: TECHNOLOGY IN MODERN LOGISTICS

Learning Objectives

•  Explain TMS, WMS, and visibility platforms

•  Apply IoT, RFID, and blockchain where they pay

•  Use analytics for routing, forecasting, and network optimization

•  Evaluate automation (robotics, drones, autonomous vehicles)

Core Systems
TMS (transportation management system): carrier selection, rate management, load planning,

track-and-trace, freight audit. WMS: directed warehouse tasks. Visibility platforms (control towers):

multi-source milestone tracking with ETA prediction and exception alerts. Integration (API/EDI

between shipper, carrier, forwarder, customs) matters more than any single system — the biggest ROI

comes from connecting data, not collecting it.

IoT, RFID, Blockchain
IoT sensors: real-time temperature/humidity/shock for pharma and food cold chains — with alerts, not

just records. RFID: non-line-of-sight identification; pays where barcode scanning is labor-intensive

(apparel, returnable assets). Blockchain: credible for provenance and document authenticity (bills of

lading) among mutually distrusting parties — but it is not a substitute for data quality at the source.

Adopt where the business case clears, not for novelty.

Analytics and Automation
Analytics: route optimization (VRP algorithms), demand forecasting (ML on POS + external signals),

dynamic safety stocks, and network digital twins for scenario testing. Automation: AMRs/AGVs in

warehouses, automated sortation, and (emerging) autonomous trucking and delivery drones —

evaluate on total cost per unit including maintenance and flexibility loss. The pattern: automate the

repetitive and predictable; keep humans for exceptions and relationships.

Key Terms & Definitions

TMS Transportation management system: planning, execution, settlement.

Control tower End-to-end visibility with exception management.

Cold chain Temperature-controlled logistics for pharma/food.

Digital twin Virtual model of the network for scenario testing.
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Example: Cold-Chain IoT Payoff

A pharma distributor added IoT temperature loggers with live alerts to vaccine shipments. A

reefer failure mid-route triggered rerouting to a backup cold store — 40,000 doses saved, one

alert, versus a total write-off discovered at delivery under the old passive-logger system.

Module Summary

• TMS/WMS/visibility platforms; integration ROI beats collection ROI.

• IoT for cold chain, RFID where scanning is costly, blockchain for provenance.

• Analytics: routing, forecasting, digital twins.

• Automate repetitive/predictable work; humans handle exceptions.

Exam Pointers (Very Important)

★  What does a TMS do? List five functions.

★  When does RFID pay off versus barcodes?

★  Give a legitimate and an overhyped use of blockchain in logistics.

★  How should firms evaluate warehouse automation?
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MODULE 9: SUSTAINABLE AND HUMANITARIAN LOGISTICS

Learning Objectives

•  Explain green logistics practices

•  Measure and reduce logistics emissions

•  Describe humanitarian/disaster logistics

•  Balance cost, service, and sustainability

Green Logistics
Transport is a major emissions source. Levers: modal shift (road→rail/water), load consolidation
(fewer, fuller vehicles), route optimization (fewer km), fleet efficiency (aerodynamics, eco-driving,

electrification for urban legs), warehouse efficiency (LED, solar, smart HVAC), and packaging
reduction. Reverse logistics (returns, recycling, remanufacturing) is both a cost and a sustainability

frontier — design products and networks for it upfront.

Measuring Footprint
Carbon accounting: Scope 1 (own fleet), Scope 2 (warehouse energy), Scope 3 (contracted transport

— the big one). Frameworks: GLEC for freight emissions methodology. Customers and regulators

increasingly demand emissions reporting; shippers should require carrier emissions data in tenders.

Greenwashing warning: offsets without reduction are reputation risk — reduce first, offset last.

Humanitarian Logistics
Disaster relief logistics: speed over cost, extreme uncertainty, damaged infrastructure, and

coordination among NGOs, governments, and militaries. Principles: pre-positioning stocks near risk

zones, standardized kits, last-mile creativity (drones, motorcycles, community networks), and needs
assessment before flooding goods (unsolicited donations clog the pipeline — the 'second disaster').

Pakistan's flood responses illustrate both the need and the coordination challenge.

Key Terms & Definitions

Modal shift Moving freight to lower-emission transport modes.

Reverse logistics Managing returns, recycling, and remanufacturing flows.

GLEC framework Standard methodology for freight emissions calculation.

Pre-positioning Staging relief stocks near disaster-prone areas.
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Example: The Second Disaster

After a flood, well-meaning donors shipped tons of unsorted used clothing to the disaster zone

— clogging the only open road for three days while water purification tablets waited behind the

jam. Humanitarian lesson: coordinate through the cluster system; cash and standardized kits

beat unsolicited goods.

Module Summary

• Green levers: modal shift, consolidation, route optimization, fleet/warehouse efficiency.

• Measure Scopes 1-3 with GLEC; reduce first, offset last.

• Humanitarian logistics: speed over cost, pre-positioning, coordination.

• Avoid the 'second disaster' of unsolicited donations.

Exam Pointers (Very Important)

★  List five green logistics levers with examples.

★  Explain Scopes 1, 2, 3 for a logistics operation.

★  How does humanitarian logistics differ from commercial?

★  What is the 'second disaster' and how is it prevented?
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MODULE 10: STRATEGY, CUSTOMER SERVICE, AND THE FUTURE

Learning Objectives

•  Link logistics strategy to business strategy

•  Design customer service policies (service menus, segmentation)

•  Handle the e-commerce last-mile challenge

•  Anticipate future trends in transportation and logistics

Logistics as Strategy
Logistics strategy must follow business strategy: cost leadership → lean, consolidated, low-cost

networks; differentiation → fast, flexible, high-service networks; focus → tailored lanes. The

service-cost trade-off is managed via customer segmentation: not all customers deserve the same

service — ABC customers get priority capacity and tighter windows; C customers get standard service.

Service menus (explicit service/cost options) let customers self-select instead of everyone getting

premium service at standard prices.

The Last Mile
Last-mile delivery is up to 50%+ of total shipping cost — the hardest problem in e-commerce

logistics. Solutions: parcel lockers and pickup points (consolidate drops), route density (clustered

deliveries), dynamic time windows, crowdshipping, and failed-delivery reduction (address

validation, customer communication). In Pakistan: cash-on-delivery, vague addresses, and returns

handling make last-mile design the decisive capability.

Future Trends
Watch: autonomous trucking (highway platooning first), delivery drones (rural/medical niches),

AI-driven planning (real-time re-optimization), port automation, nearshoring redrawing global flows,

carbon pricing changing modal economics, and platformization (digital freight marketplaces). The

durable advantage remains orchestration capability — technology amplifies good logistics

management; it doesn't replace it.

Key Terms & Definitions

Service menu Explicit service-level/cost options for customers.

Last mile Final delivery leg; costliest and most complex.

Customer segmentation Differentiating service by customer value.

Digital freight
marketplace

Platform matching shippers with carriers.
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Example: Segmented Service

A distributor gave every customer 24-hour delivery — at ruinous cost. Segmentation: top 50

customers keep 24-hour; the rest get 48-hour standard with a 24-hour premium option at a fee.

Costs fell 18%, top-customer satisfaction rose, and 12% of standard customers voluntarily paid

for premium. Service became a profit lever, not just a cost.

Module Summary

• Logistics strategy follows business strategy; segment service by customer value.

• Last mile dominates e-commerce cost — lockers, density, and communication help.

• Future: autonomy, AI planning, nearshoring, carbon pricing, platforms.

• Durable edge = orchestration capability, not just technology.

Exam Pointers (Very Important)

★  How should logistics strategy differ for cost leadership vs. differentiation?

★  Why is the last mile so expensive, and how can it be tamed?

★  Design a service menu for a distributor.

★  Which future trends matter most for Pakistan's logistics?
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