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Abstract - Logistics efficiency has traditionally been
treated as an operational objective focused on cost
reduction, speed, and service reliability. In fast-moving
consumer goods (FMCG) markets, however, increasing
demand volatility, margin pressure, and supply chain
complexity have elevated logistics from a support
function to a strategic determinant of competitive
performance. This paper argues that logistics efficiency
should be reconceptualized as a business management
capability that directly shapes sustainable competitive
advantage rather than as a narrow operational metric.
Adopting a business management and consultancy-
oriented perspective, the study examines how logistics
decisions influence value creation across FMCG supply
chains. It contends that firms focusing solely on
operational optimization often fail to capture the strategic
benefits of logistics efficiency, such as improved
responsiveness, margin stability, and scalability. Instead,
competitive advantage emerges when logistics efficiency
is embedded within managerial decision-making,
governance structures, and cross-functional
coordination. The paper develops a conceptual
framework that positions logistics efficiency at the
intersection of sales strategy, operations design, and
financial management. It highlights how managerial
choices regarding service levels, network configuration,
and flexibility shape enterprise outcomes under
uncertainty. Rather than advocating universal efficiency
benchmarks, the study emphasizes alignment between
logistics capabilities and strategic intent. This research
contributes to business management literature by shifting
the analysis of logistics efficiency from operational
performance to strategic management. It offers
theoretical insights and practical implications for
managers and consultants seeking to leverage FMCG
supply chains as sources of long-term competitive
advantage.
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L INTRODUCTION
Logistics efficiency has become a defining factor in

competitive performance within fast-moving
consumer goods (FMCG) markets. As product life
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cycles shorten and customer expectations for
availability and speed intensify, logistics is no longer
a background operational activity. Instead, it
increasingly  shapes how firms compete,
differentiate, and sustain margins. Despite this shift,
logistics efficiency is still commonly framed as a
cost-minimization problem, limiting its strategic
potential within business management discourse.

Historically, FMCG firms have invested heavily in
optimizing  transportation, warchousing, and
inventory management to reduce operating costs.
These efforts have delivered significant productivity
gains, yet they have also reinforced a narrow view of
logistics as a support function rather than a source of
competitive advantage. When logistics efficiency is
evaluated primarily through cost ratios or service-
level metrics, managerial attention focuses on local
optimization rather than enterprise-wide value
creation.

Competitive  pressures have exposed the
shortcomings of this operational framing. FMCG
markets are characterized by demand volatility,
frequent promotions, and complex channel
structures. These dynamics require logistics systems
capable of rapid adjustment and coordination across
functions. Firms that rely on rigid efficiency targets
often struggle to respond to fluctuations, resulting in
stockouts, excess inventory, or margin erosion. The
problem is not inefficiency per se, but misalignment
between logistics capabilities and strategic priorities.

This paper argues that logistics efficiency should be
reframed as a business management capability. From
this perspective, efficiency is not an end in itself but
a means of enabling strategic outcomes such as
responsiveness,  reliability, and  scalability.
Managerial decisions regarding service levels,
network design, and cross-functional coordination
shape logistics performance far more profoundly
than incremental operational improvements.
Logistics efficiency thus reflects the quality of
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managerial systems rather than the optimization of
isolated processes.

A business management lens also highlights the
interdependence between logistics and other
functions. Sales strategies, promotional planning,
and pricing decisions directly influence logistics
complexity and cost. When these decisions are made
without integrated logistics input, efficiency gains
achieved in one area are often offset by inefficiencies
elsewhere. Effective logistics management therefore
depends on governance structures that align
decisions across functions and balance competing
objectives.

The objective of this paper is to examine logistics
efficiency as a source of competitive advantage in
FMCG supply chains. It seeks to develop a
conceptual framework that explains how managerial
decision-making and cross-functional integration
transform logistics from a cost center into a strategic
asset. By focusing on business management lessons
rather than technical logistics solutions, the study
offers insights relevant to managers and consultants
operating in  highly competitive ~ FMCG
environments.

This research contributes to business management
literature by extending analyses of logistics
efficiency beyond operational performance metrics.
It positions logistics as a managerial capability that
influences enterprise-level outcomes and
competitive positioning. The remainder of the
paper proceeds by reviewing traditional logistics
management approaches in FMCG, analyzing their
limitations, and developing an integrated business
management perspective on logistics efficiency.

IL. LOGISTICS MANAGEMENT IN FMCG:
TRADITIONAL APPROACHES

Traditional logistics management in FMCG supply
chains has been shaped by an overriding emphasis on
operational efficiency, cost containment, and service
reliability. Given the high-volume, low-margin
nature of FMCG products, logistics has historically
been viewed as a critical lever for protecting
profitability  through scale economies and
standardized processes. As a result, logistics
management practices have evolved primarily within
an operational paradigm, focusing on execution
excellence rather than strategic differentiation.
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A central characteristic of traditional FMCG
logistics is the prioritization of cost minimization.
Transportation optimization, warehouse utilization,
and inventory turnover have served as dominant
performance indicators. Logistics networks are
designed to reduce unit costs by maximizing load
factors, consolidating shipments, and centralizing
distribution. These practices reflect a belief that
competitive advantage in FMCG derives from
operational scale and efficiency rather than from
adaptive capability.

Service-level management represents a second pillar
of traditional logistics approaches. FMCG firms have
long relied on service metrics such as on-time
delivery, order fill rates, and inventory availability to
ensure market coverage and retailer satisfaction.
While these metrics are essential, they are typically
managed independently from broader commercial
and strategic decisions. Service targets are set  as
fixed standards, often  without  explicit
consideration ~of their cost implications or
strategic relevance across different channels and
customer segments.

Inventory management has also played a defining
role in traditional FMCG logistics. Safety stock
calculations, reorder points, and demand forecasting
models are designed to buffer against uncertainty and
maintain product availability. These systems assume
relatively stable demand patterns and predictable
replenishment cycles. In practice, however,
promotional activity and channel fragmentation
introduce variability that static inventory policies
struggle to accommodate. Inventory becomes a
passive buffer rather than an actively managed
strategic resource.

Another  hallmark of traditional logistics
management is functional separation. Logistics
functions typically operate downstream from sales
and marketing, responding to demand signals after
commercial decisions are made. Promotional
calendars, pricing strategies, and channel expansions
are often finalized before logistics implications are
fully assessed. This separation reinforces a reactive
posture, in which logistics absorbs complexity rather
than shaping it through upstream engagement.

Despite their limitations, traditional logistics
approaches have delivered measurable gains in
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productivity and cost efficiency. They provide
structure, predictability, and accountability in high-
volume supply chains. However, these approaches
were developed under assumptions of relative
market stability and limited channel diversity. As
FMCG environments become more volatile and
competitive, the effectiveness of purely operational
logistics management diminishes.

Understanding traditional logistics practices is
essential for evaluating why many FMCG firms
struggle to translate logistics efficiency into
sustained competitive advantage. The next section
examines the limitations of operationally focused
logistics efficiency in greater depth, highlighting
how narrow efficiency paradigms constrain strategic
responsiveness and long-term value creation.

III. LIMITATIONS OF OPERATIONALLY
FOCUSED LOGISTICS EFFICIENCY

While traditional logistics management practices
have delivered cost reductions and service
improvements, their operational focus imposes
significant limitations in increasingly complex
FMCG markets. When logistics efficiency is defined
narrowly in terms of cost per unit, delivery speed, or
inventory turnover, it constrains managerial thinking
and obscures the strategic role logistics plays in
shaping competitive outcomes. These limitations
become particularly evident under conditions of
demand volatility, channel proliferation, and margin
pressure.

A primary limitation of operationally focused
logistics efficiency is rigidity. Efficiency targets are
often embedded in fixed operating standards and
performance benchmarks that leave little room for
adaptation. In FMCG supply chains, where demand
patterns fluctuate due to promotions, seasonality, and
market trends, rigid efficiency metrics discourage
flexibility. Logistics systems optimized for average
conditions perform poorly under variability,
resulting in stockouts, expedited shipments, or
excess inventory. The pursuit of efficiency
paradoxically  generates  inefficiency = when
conditions deviate from plan.

Another limitation lies in the misalignment between
logistics efficiency and commercial strategy. Sales
and marketing decisions—such as aggressive
promotions, channel expansion, or customized
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assortments—introduce complexity that logistics
systems must absorb. When logistics is evaluated
independently, these decisions are rarely challenged
on efficiency grounds. As a result, logistics bears the
cost of strategic choices made elsewhere in the
organization, eroding margins and undermining
system coherence. Operational efficiency metrics
fail to capture these cross-functional trade-offs.

Operationally focused efficiency also encourages
local optimization. Logistics managers may optimize
transportation routes, warchouse layouts, or
inventory policies within their domain, while broader
supply chain costs increase. For example,
minimizing transportation costs through
consolidation may lengthen lead times, increase
inventory holding costs, or reduce responsiveness to
market changes. Without an enterprise-level
management perspective, such trade-offs remain
invisible, limiting the organization’s ability to
optimize overall performance.

Behavioral effects further constrain the effectiveness
of operational efficiency paradigms. Performance
systems tied to narrow metrics incentivize managers
to protect local targets rather than collaborate across
functions. Logistics teams may resist changes that
improve customer responsiveness if they threaten
cost metrics, while commercial teams may disregard
logistics constraints to achieve revenue goals. This
misalignment  fosters internal tension and
undermines coordinated responses to competitive
pressure.

Finally, operational efficiency paradigms undervalue
learning and adaptability. Logistics systems
designed solely for execution excellence prioritize
standardization and control, leaving limited space for
experimentation or innovation. In dynamic FMCG
markets, the ability to test alternative network
configurations, service models, or fulfillment
strategies is critical for long-term competitiveness.
Operational efficiency metrics discourage such
exploration by penalizing short-term deviations,
even when they generate valuable insights.

These limitations demonstrate that logistics
efficiency, when managed purely as an operational
objective, cannot sustain competitive advantage.
Efficiency must be aligned with strategic intent and
embedded within managerial decision-making to
support responsiveness, scalability, and margin
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stability. The next section advances this argument by
reframing logistics efficiency as a business
management capability, laying the groundwork for a
strategic approach to FMCG supply chain
management.

IV. REFRAMING LOGISTICS EFFICIENCY AS
A BUSINESS MANAGEMENT CAPABILITY

Overcoming the limitations of operationally focused
logistics efficiency requires a fundamental shift in
how logistics is conceptualized within the firm.
Rather than treating logistics efficiency as the
outcome of optimized processes, this paper reframes
it as a business management capability shaped by
managerial decisions, governance structures, and
cross-functional alignment. From this perspective,
logistics efficiency reflects how effectively an
organization integrates logistics considerations into
strategic and commercial decision-making.

Reframing logistics efficiency begins by redefining
its purpose. Traditional approaches emphasize
minimizing logistics costs while maintaining service
standards. A business management perspective
emphasizes aligning logistics capabilities with
strategic priorities. Efficiency is no longer measured
solely by cost ratios or utilization levels, but by the
degree to which logistics supports competitive
positioning. For FMCG firms, this may involve
prioritizing responsiveness  for  high-velocity
products, flexibility for promotional items, or
reliability for key retail partners. Logistics
efficiency thus becomes context-dependent and
strategically differentiated.

This reframing highlights the central role of
managerial decision-making. Key logistics outcomes
are shaped upstream by decisions regarding product
assortment, promotional intensity, channel strategy,
and network design. When these decisions are made
without logistics input, efficiency gains achieved
through operational improvements are easily
undermined. Business management systems that
embed logistics considerations into strategic
planning enable organizations to influence cost and
service outcomes proactively rather than reactively.

Viewing logistics efficiency as a management
capability also shifts attention to governance.
Effective logistics performance depends on clear
decision rights and escalation mechanisms that span
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functions. Governance forums such as integrated
planning councils or cross-functional steering
committees provide platforms for resolving trade-
offs between service levels, cost, and flexibility.
These mechanisms ensure that logistics implications
are considered alongside commercial objectives,
reducing the risk of fragmented decision-making.

Another implication of this reframing is the emphasis
on learning and adaptation. FMCG supply chains
operate under persistent uncertainty, requiring
continuous adjustment. Business management—
oriented logistics efficiency encourages
experimentation with alternative fulfillment models,
network configurations, and service offerings.
Managers evaluate these experiments not solely on
short-term efficiency metrics, but on their
contribution to strategic learning and long-term
capability development.

Finally, reframing logistics efficiency elevates
accountability from functional performance to
enterprise outcomes. Instead of holding logistics
teams accountable for isolated metrics, organizations
adopt shared accountability for service reliability,
cost discipline, and margin performance. This shift
reinforces collaboration and aligns incentives across
functions. Logistics efficiency becomes a collective
managerial responsibility rather than a localized
operational task.

By positioning logistics efficiency as a business
management capability, organizations can move
beyond narrow efficiency paradigms and harness
logistics as a source of competitive advantage. The
next section examines how managerial decision-
making in FMCG logistics translates this reframing
into concrete strategic outcomes, focusing on the role
of leadership in balancing cost, service, and
flexibility.
V. MANAGERIAL DECISION-MAKING IN
FMCG LOGISTICS

When logistics efficiency is reframed as a business
management capability, managerial decision-making
becomes the primary mechanism through which
efficiency is translated into competitive advantage.
In FMCG supply chains, logistics outcomes are not
determined solely by operational execution but by a
series of interconnected decisions that shape service
levels, cost structures, and system flexibility. These
decisions reflect managerial priorities and trade-offs
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rather than purely technical constraints.

One critical area of decision-making concerns
service level differentiation. Traditional logistics
models often apply uniform service standards across
products, customers, and channels. From a business
management perspective, such uniformity represents
a missed strategic opportunity. Managers must
decide where high service levels create competitive
value and where cost discipline should take
precedence. In FMCG markets, differentiated
service strategies—such as prioritizing key retail
partners or high-margin product categories—enable
firms to deploy logistics resources selectively,
improving overall margin performance without
sacrificing competitiveness.

Network design decisions further illustrate the
strategic nature of managerial judgment in logistics.
Choices regarding warehouse locations,
transportation modes, and inventory positioning
embed long-term cost and responsiveness
characteristics into the supply chain. While
operational tools can optimize within a given
network, the network itself is a managerial construct
shaped by assumptions about growth, volatility, and
channel mix. Effective business management
anticipates how these factors evolve and designs
logistics networks that remain efficient as scale and
complexity increase.

Managerial decision-making also governs how
organizations balance efficiency and flexibility.
FMCG logistics must accommodate frequent
promotions, seasonal peaks, and sudden demand
shifts. Pursuing maximum utilization of logistics
assets may improve short-term efficiency but reduce
the system’s ability to absorb shocks. Managers
therefore face trade-offs between asset efficiency and
responsiveness. Firms that treat flexibility as a
strategic investment rather than a cost inefficiency
are better positioned to protect service levels and
margins under uncertainty.

Another dimension of decision-making involves
collaboration with external partners. FMCG supply
chains rely heavily on third-party logistics providers,
carriers, and suppliers. Decisions regarding
outsourcing, contract design, and performance
management shape logistics efficiency beyond
organizational boundaries. Business management
approaches emphasize relational governance and
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long-term partnerships that align incentives and
share risk, rather than transactional arrangements
focused solely on price. Such partnerships enhance
reliability and adaptability, contributing to sustained
competitive advantage.

Finally, managerial decision-making influences how
logistics performance is evaluated and improved.
The selection of metrics signals strategic intent and
shapes behavior. When managers emphasize narrow
cost metrics, logistics teams optimize locally. When
metrics reflect enterprise-level outcomes—such as
margin  stability, service consistency, and
scalability—decision-making shifts toward system
optimization. Business management thus uses
performance measurement as a strategic tool rather
than a control mechanism.

Through these decision domains, managerial
judgment transforms logistics efficiency into a
strategic asset. The next section examines how cross-
functional integration within FMCG supply chains
reinforces these decisions, enabling logistics
efficiency to support coordinated execution and
long-term competitive advantage.

VI. CROSS-FUNCTIONAL INTEGRATION IN
FMCG SUPPLY CHAINS

Logistics efficiency in FMCG supply chains cannot
be sustained through isolated managerial decisions;
it depends on the degree of cross-functional
integration embedded within the organization. Sales,
marketing, operations, logistics, and finance jointly
shape demand patterns, cost structures, and service
outcomes. When these functions operate
independently, logistics is forced into a reactive role,
absorbing complexity rather than managing it
strategically. Cross-functional integration enables
logistics efficiency to support coordinated execution
and enterprise-level performance.

Sales and marketing functions exert a powerful
influence on logistics efficiency through promotional
planning, assortment decisions, and channel
strategies. Promotions designed without logistics
input often generate demand spikes that exceed
fulfillment capacity, leading to stockouts, expedited
transportation, or excess inventory following the
promotion period. Integrated planning processes
allow logistics considerations to shape promotional
calendars and volume commitments, aligning
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commercial ambition with operational feasibility.
From a business management perspective, this
alignment reduces volatility and stabilizes margins.

Operations and logistics integration is equally
critical.  Manufacturing  schedules, capacity
utilization, and packaging decisions directly affect
logistics performance. When operations optimize for
internal efficiency without regard for downstream
distribution constraints, bottlenecks emerge that
compromise service reliability. Cross-functional
integration enables synchronized planning across
production and distribution, ensuring that efficiency
gains in one area are not offset by inefficiencies in
another. Logistics efficiency thus becomes a system-
level outcome rather than a functional achievement.

Finance plays a central integrative role by translating
cross-functional decisions into economic outcomes.
Financial visibility into cost-to-serve, working
capital implications, and margin contribution
provides a common language for evaluating trade-
offs. When finance is embedded in cross-functional
forums, logistics efficiency is assessed not only in
terms of cost reduction but also in terms of value
creation. This integration supports more informed
decision-making and reinforces accountability for
enterprise performance.

Integrated governance mechanisms institutionalize
cross-functional coordination. Joint planning
committees,  integrated  business  planning
cycles, and cross-functional performance reviews
provide structured opportunities for alignment.
These mechanisms enable managers to anticipate
logistics implications early, resolve conflicts
transparently, and adjust plans dynamically. Over
time, such governance routines transform integration
from an ad hoc practice into an organizational
capability.

Cultural alignment further reinforces cross-
functional integration. Shared objectives, common
performance metrics, and mutual understanding of
constraints foster collaboration and trust. When
functions share responsibility for logistics outcomes,
efficiency becomes a collective goal rather than a
localized target. Business management thus uses
integration not only as a coordination mechanism but
as a means of shaping organizational behavior.

Through cross-functional integration, FMCG firms
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can convert logistics efficiency into coordinated
execution across the supply chain. This integration
reduces volatility, enhances responsiveness, and
supports scalable growth. The next section examines
how these integrated logistics capabilities contribute
to sustainable competitive advantage, highlighting
their strategic significance in FMCG markets.

VIL LOGISTICS EFFICIENCY AND
SUSTAINABLE COMPETITIVE
ADVANTAGE

When logistics efficiency is embedded within
integrated business management systems, it becomes
a source of sustainable competitive advantage rather
than a temporary operational gain. In FMCG
markets, where products are easily substitutable and
pricing power is limited, competitive advantage
increasingly derives from execution capabilities
that competitors find difficult to replicate.

Logistics efficiency contributes to this advantage by
shaping reliability, responsiveness, and margin
stability simultaneously.

A key mechanism through which logistics efficiency
creates competitive advantage is service reliability.
FMCG customers—particularly large retailers and
distributors—place a premium on consistent
availability and predictable delivery. Firms that
reliably meet service commitments strengthen
commercial relationships and reduce the likelihood
of delisting or unfavorable terms. Logistics
efficiency, when aligned with strategic priorities,
enables firms to deliver high service levels
selectively and sustainably, reinforcing long-term
market positioning.

Responsiveness represents a second dimension of
competitive advantage. Integrated logistics systems
allow FMCG firms to respond rapidly to demand
fluctuations, promotional effects, and market
disruptions. This responsiveness is not solely the
result of faster transportation or larger inventories,
but of managerial systems that enable quick decision-
making and coordinated action. Firms that can adjust
fulfillment strategies dynamically are better
positioned to capture short-term opportunities
without incurring disproportionate costs.

Logistics  efficiency also  supports margin
sustainability. By aligning service levels, network
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design, and cost structures with commercial
strategies, firms avoid the margin erosion that often
accompanies growth and complexity. Efficient
logistics systems reduce the need for reactive
measures such as expedited shipping or excess safety
stock, protecting profitability over time. Competitive
advantage thus emerges from stable margins rather
than from episodic cost reductions.

Importantly, logistics-based competitive advantage
is difficult to imitate. While competitors can copy
individual practices or technologies, replicating
integrated managerial systems requires changes to
governance, culture, and decision-making processes.
These elements evolve gradually and are embedded
in organizational routines. As a result, logistics
efficiency rooted in business management design
becomes a durable source of differentiation.

Through these mechanisms, logistics efficiency
transcends operational performance and shapes
enterprise-level competitiveness. The next section
synthesizes these insights by discussing their
implications for business management theory and
managerial practice.

VIIL DISCUSSION

This paper contributes to business management
literature by reframing logistics efficiency as a
strategic capability rather than an operational
outcome. Existing research has extensively
examined logistics optimization techniques, yet has
devoted less attention to the managerial systems that
determine how logistics capabilities are deployed.
By emphasizing decision-making, governance, and
cross-functional integration, this study offers a
broader perspective on how logistics efficiency
influences competitive advantage in FMCG supply
chains.

The analysis underscores the importance of
alignment between logistics capabilities and strategic
intent. Efficiency metrics divorced from strategy risk
undermining responsiveness and margin discipline.
Business management frameworks that integrate
logistics into strategic planning enable firms to
balance cost, service, and flexibility more
effectively. This insight extends supply chain
management literature by embedding logistics
decisions within enterprise-level strategy.
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From a practical standpoint, the findings suggest that
managers and consultants should reassess how
logistics performance is evaluated and governed.
Investments in technology and infrastructure deliver
limited returns without complementary managerial
systems. Cross-functional governance, shared
accountability, and adaptive decision processes are
critical enablers of logistics-based competitive
advantage.

The discussion also highlights behavioral
dimensions of logistics efficiency. Incentives and
performance metrics shape how managers interpret
efficiency objectives. When logistics is managed as
a collective enterprise responsibility, collaboration
improves and system-level optimization becomes
feasible. These behavioral considerations are central
to translating logistics efficiency into sustained
performance.

IX. CONCLUSION AND FUTURE RESEARCH
DIRECTIONS

This paper has argued that logistics efficiency in
FMCG supply chains should be understood as a
business management capability that supports
sustainable competitive advantage. Traditional
operational approaches, while valuable, are
insufficient for navigating the volatility and
complexity of modern FMCG markets. By reframing
logistics efficiency through a managerial lens, the
study highlights new pathways to responsiveness,
reliability, and margin stability.

The paper contributes to business management
theory by linking logistics performance to
managerial design and cross-functional integration.
It demonstrates that logistics efficiency is shaped by
how organizations make decisions, align incentives,
and govern trade-offs across functions. These
insights broaden the strategic relevance of logistics
within enterprise management.

Future research could empirically test the
relationship between integrated logistics
management and competitive performance across
FMCG segments. Comparative studies may explore
how market structure and channel diversity influence
optimal logistics strategies. Further work could also
examine how digital planning and analytics tools
support logistics efficiency without reinforcing
narrow operational metrics.
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In conclusion, logistics efficiency represents a
powerful but underutilized source of competitive
advantage in FMCG supply chains. Organizations
that design business management systems to
integrate logistics strategically are better positioned
to compete effectively, scale sustainably, and create
long-term enterprise value.
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