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Abstract – 
Within this assignment Im going to discuss the benefits and challenges of digital transformation logistics system. I will be discussing what actually is digitalization of logistics, the benefits that transferring to a more modern system will have on the running of the company, but also the challenges the company will face. I will also discuss and research the cost and infrastructure required, and specific skill sets required to make this work. 
This is an important topic to research and discuss as everything goes more digital in the modern era, it’s important for business to adapt to help ensure survival in very competitive markets. 

The benefits and challenges of digital transformation of logistics systems –
Introduction 
With everything transferring to a new digital world, it is important that the supply chain moves along with this. There are many benefits and challenges that companies will face when transforming to a digital logistics system. According to Huser, 2023, managers are planning on increasing investment in supply chain digitalization by 16.5% over the next two years. This is mainly due to them wanting to increase their flexibility, ability to react and ultimately competitiveness.  Long term, through new technologies and optimizing business operations will help ensure a business survival. Though there are many key challenges that need to be overcome for this to be effective. Throughout this report I will be looking at what benefits digital transformation can have on the logistics system, including reduction in costs, the increase of productivity, and improvement of decision-making, and also some of the challenges, including, the high initial investment, integration issues, skill gaps and also change resistance. Overall, though, while the benefits of digital transformation in logistics are significant, careful planning and management are crucial to address the challenges effectively.	
Firstly, what is digitalization of logistics? It is the process of transforming information into a digital representation. It does not change the materials or products that are delivered to the business, they instead encode and read these products into editable and functional formats. (Anon, n.d.). The modernization and transformation of a company’s logistics system is more than just converting data to a digital format; it also involves analyzing the data, this can then allow the company to identify practices and improve choices. A business adopting new digitalization technologies has the best chance of putting itself ahead of its competitor’s. 
Benefits of a digital logistics system 
Digital transformation impacts firms' competitiveness mainly on innovation, efficiency, cost reduction, and impacts global value chains on specialization, geographic scope, governance, and upgrading. (Leão and Silva, 2021). There are many advantages of digital transformation within the logistics system, these include firstly reduced costs. Digitalizing and automating the supply chain, allows companies to improve their supply chain efficiency, provide better insights and speed up process greatly. Wadlow, T. (2020), suggests that using an improved digital supply chain can lead to as much as a 20 percent reduction of production cost. Also, a 50 percent reduction in supply chain costs, which could then ultimately lead to a 10 percent increase in revenue. This could be seen in all industries, not just conventional business that don’t traditionally use supply chain in revenue generating strategies, like financial services. 
Another benefit of transforming into a digital logistics system, is the increase in productivity. The use of new disruptive technologies like artificial intelligence helps accelerate decisions that need to be made. Artificial intelligence (AI) is completely transforming logistics in companies. AI can be integrated with key digital transformation technologies, such as robotics, this helps add an extra layer of operational efficiency. An example of this can be using sensors for predictive maintenance or predictive stock ordering, also automate manual tasks, or automatic customer responses to most asked questions and queries. (Amit, 2023). An example of a success story of integrating is Amazon’s robotic fulfillment by implementing robotics in several systems to help employees work more efficiently and deliver orders to customers quickly. Amazon Robotic Fulfillment Centers (ARFC) worldwide rely on robots to move items and pick them for shipments. Amazon uses 750,000 robots to make workflows easier for employees. (Amit, 2023). 
There can also be an improved collaboration between many stakeholders within the business. One example of using this could be electronic data interchange (EDI). This is a technology that enables the exchange of documents between trading partners in a standardized format. It allows for enhanced efficiency and Speed, faster order processing, shorter lead times and improved inventory management. Ultimately for the business as well it reduces costs and overheads by eliminating expenses associated with paper documents, such as printing, storage, and postage. This is because EDI transactions are conducted electronically, physical handling and shipping of documents are virtually eliminated. (Team, 2024). 
Another benefit of the transformation to a digital logistics system is that helps eliminate data tampering, an issue sadly faced by many companies. This is when data is altered or manipulated, changing the content or structure so the data becomes misleading, inaccurate and then ultimately unreliable. Some digital logistic tools will allow businesses to lock in data, and only allow certain access to authorized members of staff. This helps increase the reliability of documents and data and builds better trust between all parties involved. (Shipthis.co, 2024)
Challenges of a digital logistics system 
These are just some of the benefits of transferring to a digital logistics system, but due to the rapid and quick transformation there is a host of challenges that companies will face, although there are solutions to these problems, they will ultimately cost business’s time and money. 
 An analysis of a case study by Cichosz, Wallenburg and Knemeyer, 2020, revealed that there were five major barriers that LSPs face when implementing technological innovations within their companies: (1) complexity of the logistics system and underlying processes, (2) lack of resources including skilled resources, (3) technology adoption, (4) resistance to change and (5) data protection. 
The adoption of advanced technologies requires significant investment, this involves money being spent on infrastructure and personal training, and this can be very costly in the short term, especially for smaller businesses. (Solistica, 2023). The cost of logistics management software can vary, and it depends on a few factors, these include features, the more specifically the software required and additional operations, the more it will cost. The deployment model, if it’s cloud-based etc. The company size, and the number of users. (Softude.com, 2024). A rough price found was around $299 a month, for a premium package. This includes access for three users, and includes features such as, 
· All Startup features, 
· Inventory Management (Self/Customer)
· Product Imaging on Receipt
· Product Imaging on Receipt
· MASS Receive Module for High Volume Processing
· Integrated Inventory, Accounts, and Shipment Management 
 (Linbis Logistics Software, 2024). This price is just a very basic estimate, but it shows how the price for these systems can be very expensive, costing companies thousands a month.
Another challenge of transitioning to a digital logistics system is the skills gap a company may face. As new technologies are introduced, it will then require specialized personnel to train existing staff, and then to operate and maintain these new technologies. The other problem with this may be the shortage of skilled workers that are needed with technical expertise. That’s where companies will need to spend more money to invest in training and development programs to upskill their workforce and attract new talent. (www.linkedin.com, n.d.)
One of these issues, which is faced by the company I work for, is the dependency on legacy systems. This is a system that is outdated computing software and/or hardware that is still in use within the company and has been for many years, the system still may meet the needs it was designed for, but may hamper growth. (Talend, n.d.). Legacy systems are a huge barrier to programs. Aging systems will slow operations, but also have a dampener on productivity. (www.sergroup.com, n.d.) Another problem is that many staff members may have worked for certain business for many years and are used to systems, they may then have some reluctance to transfer to a new system and have to do further training etc. 


Conclusion – 
There are many companies, that legacy system are keeping transportation, shipping and logistics companies stuck in the past. Making the decision to invest into a digital transformation logistics system although has it challenges, the benefits out way these. The real issue is implementing and where to start this.  Having artificial intelligence, robotic processing, block chain technology, machine learning, cloud hosting and automation and digitalization can help speed up integration and lower costs. 
But some of the ways in which modernization can add value to a company, like the increase in efficiency and improve ROI, enhance communication and transparency, improve accuracy and help estimate cost, make service integration seamless, and ultimately optimize the end-to-end user experience. “If your company hasn’t invested in modernization yet, you’re doing your competitors a favor” (10Pearls, 2019). 
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