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• Measuring logistics costs and performance:
The concept of Total Cost analysis – Principles
of logistics costing – Logistics and the bottom-
line – Impact of Logistics on shareholder
value.



How to Measure Logistic Cost & 
Performance:

• Logistics costs relate to the charges for various
transportation methods, including train travel,
trucks, air travel and ocean transport.

• Additional logistics costs include fuel,
warehousing space, packaging, security,
materials handling, tariffs and duties.

• Businesses are work hard to reduce logistic
costs associated with production.





Costs in Logistics

Fixed Variable

Equipment Lease costs (trucks, 
trailers,)

Labour (drivers)

Depreciation Fuel

Office Leases or rent Maintenance -parts and labour

Garage Leases or rent and/or Property 
tax

Roadway tolls

Interest on vehicles Insurance,

Management costs (salaries) License, Registrations



The concept of Total Cost analysis

• The foundation of the integrated logistics
management concept is total cost analysis,
which we have defined as minimizing the cost
of transportation, warehousing, inventory,
order processing and information systems,
and lot quantity cost, while achieving a
desired customer service level.





Total Cost Perspective

• Cost of logistics means cost of performing 
various logistic activities including cost of 
planning and managing a range of logistic 
activities such as distribution of finished 
goods, receiving, inspecting and storing of 
goods etc. 

TC = Transport cost + Facilities cost +
Communication cost + Inventory cost+ Protective
packaging cost + Distribution cost





Principles of Logistics Costing

• Developing an appropriate logistics-oriented 
costing system:

• The ability to focus upon the output of the 
distribution system, in essence the provision 
of customer service 

• To identify the unique costs associated with 
that output



• Principles of logistics costing: 

• System should be capable of identifying the
costs that result from providing customer
service in the market

• It should be capable of enabling separate cost
and revenue analyses to be made by customer
type and by market segment or distribution
channel



• Operationalization
• An 'output' orientation to costing
• First define the desired outputs of the logistics 

system
• Then seek to identify the costs associated with 

providing those outputs
• Mission
• A set of customer service goals to be achieved by 

the system within a specific product/market 
context

• Can be defined in terms of the type of market 
served, by which products and within what 
constraints of service and cost







Logistics and the bottom-line

• Bottom line is the total profit or loss of the
business for a particular reporting period.

• It is one of the critical factors that reflect the
true business progress and position.

• It can be improved by increasing revenue,
decreasing costs and expenses via various
strategies, and improving efficiency in
operations.





Example of Bottom Line 







Impact of Logistics on ROI



Advantages & Disadvantages of Bottom Line

• The bottom line consists of both good and bad points
influencing a business. So, let us a have a look at some of the
major ones:

Pros Cons

Tracks business performance Many factors missed; hence no clear 
picture on business performance can be 
obtained

Helps in financial planning
Non-cash expenditures can misguide the 
income statement’s last line

Assists stakeholders in making decisions May be assumption-based

Improved net income makes obtaining 
credits easier

Easy competitor analysis



Impact of Logistics on shareholder value




