Logistics Scenario in Pakistan
Winning through Logistics

The Progress, Pakistan needs to ramp up its logistics management capabilities

There was a time when companies developed a product range, planned their distribution channels, devised marketing campaigns and delivered the final packaged product to their retailers. It was a simple supplier managed end-to-end chain, requiring little f4rom logistics service providers other than the movement of their product from the to the distribution center and onwards to the retail market.

However, today not only has the scope of customer needs broadened, but companies are finding it extremely difficult to maintain their competitive advantage purely on the basis of innovative strategies based on product, price, place or promotion.

As these competitive advantages can easily be replicated meaning that sustained competitive advantage cannot be achieved. Four factors of SCA are
· (a) The resource must be valuable 
· (b) Be Rare 
· (c) The resource must be inimitable (unique historical conditions matters)

· (d) The resource needs should be non-substitutable 

As a result there is greater emphasis on using logistics as a means of differentiation from the competition which has made logistics operations much more complex.

According to the council of Logistics Management, logistics services can be defined as, (The process of planning, implementing and controlling the efficient flow and storage of goods, services and related information from point of origin to the point of consumption for the purpose of conforming to customer requirements)

Logistics services exist to improve the performance of a company warehousing, inventory management and distribution network.

 Logistics solutions are aimed at enabling the centralization, management and distribution of high-impact, high value parts and products

The presence of globally centralized points of distribution ensures that products reach the reduced  costs and increased market share.

The major benefit of having an effective logistics system are saving, thanks to a centralized inventory management system that reduces the number of inventory holding locations, as well as the size and value of the inventory held.

Other major benefits include faster order fulfillment thanks to a global transportation network enabling the access and dispatch of inventory 24/7 and improved cash flow by using bonded warehouse which provide the option to defer customs duties and takes, and the flexibility to change distribution patterns for new products based on customer demands.

Last years the global logistics market generated total revenues worth $3.6 trillion, in effect a compound annual growth rate of six percent from 2004 and 2008. 

The industry is focused to grow at a rate of two percent over the next five years and is expected to reach four trillion dollars by the end of year 2015

Challenges faced by Logistics Companies

At the local level, the main challenges are the need for operational integration and lack of qualified HR, globally the challenges include growing distances, transportation models, coordination of intermediaries, cultural and political differences, the need for flexibility and speed at the same time, improved integrated supply chain activities and the new emphasis on green logistics.

A prerequisite to the development of an economy is an efficient logistics and transportation system and the driver for this is an efficient freight forwarding sector, which in Pakistan until about five years ago, had been virtually non-existent.

The international freight forwarding sector was fragmented, there was no access to formal financing, warehousing was non-existent and trucking was totally in the informal sector with no corporate structure, access to formal financing and no cross border transport opportunities due to absence of necessary legislation and transit mechanisms.

        Challengers faced by logistics industry of Pakistan
· There are insufficient inter-modal connections between the railroads, the maritime ports and the inland distribution centers. Furthermore, the ports do not have the infrastructure to efficiently connect with railways and the truck transportation systems.
There is also a lack of efficiency in customs inspection with the result the average stay of containers in the ports is double the international average. 

In Pakistan another example of not gathering facts continually and acting quickly relates to the import of five years –old cars. The confusion is due to the word cars or all vehicles that are up to five years old.

Due to this pending issue more than 1500 cars remained at the port, which as cost importers more than RS 20 million in demurrages (a charge payable to the owner of a chartered ship on failure to load or discharge the ship within the time agreed.). The demurrage in this case ranges from Rs 500-800 PKR per car per day

· Absence of border crossing agreements for trucks, causing delay in import and export processes

· Too many regulations import and export procedures and documentation all making international trade slow and costly.

· Companies find it difficult to estimate their inventory and cargo movements due to lack of HR expertise

· Lack of coordination in the supply chain

· Little use of IT by small and medium-sized companies. Most of these companies see IT as an expense, rather than a tool or investment

· Uncertainty in business environment, which discourages investment.

However, despite these drawbacks, there is no doubt that strategically Pakistan has major potential for shipping and port development, particularly bearing in mind a potential role as a supply route connecting with Middle East and China

