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Professional Certificate in International Logistics and Transportation

Warehouse And Inventory Management

ABC Analysis – a technique that categorizes inventory into three classes (A, B, C) based on consumption
value. Related terms: inventory classification, Pareto principle. Example: Class A items represent 20 % of SKUs
but 80 % of sales value. Practical application: prioritizes control and monitoring resources on high‑value
items. Challenge: requires accurate sales data and periodic review to reflect demand shifts.

Activity-Based Costing (ABC) – a costing method that assigns overhead costs to products based on the
activities required to produce them. Related terms: cost drivers, overhead allocation. Example: Warehouse
handling costs are traced to each SKU based on pick frequency. Practical application: improves pricing
decisions and cost transparency. Challenge: data‑intensive and may need specialized software.

After‑Hours Receiving – receiving shipments outside normal business hours to reduce congestion. Related
terms: extended receiving, off‑peak operations. Example: A retailer schedules inbound trucks at 10 p.m. to
free dock space for daytime outbound loading. Practical application: balances dock utilization and labor
costs. Challenge: higher labor rates and security considerations.

Alarm System – a security mechanism that detects unauthorized entry or environmental hazards. Related
terms: intrusion detection, fire alarm. Example: Motion sensors trigger alerts when a warehouse door is
opened after hours. Practical application: protects high‑value inventory. Challenge: false alarms can disrupt
operations and increase costs.

Automation – the use of technology such as conveyors, robotics, and software to perform tasks with
minimal human intervention. Related terms: mechanization, warehouse execution system. Example:
Automated storage and retrieval systems (AS/RS) move pallets to picking stations. Practical application:
boosts throughput and reduces labor errors. Challenge: high capital investment and maintenance
complexity.

Backorder – a customer order that cannot be fulfilled immediately due to insufficient stock. Related terms:
stockout, order fill rate. Example: A retailer places a backorder for a seasonal product awaiting
replenishment. Practical application: communicates realistic delivery dates to customers. Challenge: may
erode customer satisfaction if lead times are long.

Batch Picking – a picking method where a single picker collects items for multiple orders in one pass.
Related terms: wave picking, zone picking. Example: A picker gathers ten orders of the same SKU from one
location. Practical application: reduces travel time and improves labor efficiency. Challenge: requires careful
order consolidation to avoid mixing items.

Barcoding – the use of machine‑readable codes to identify items, locations, or transactions. Related terms:
RFID, SKU. Example: Scanning a barcode updates inventory balance instantly. Practical application: enhances
accuracy and speeds data capture. Challenge: damaged labels or scanner errors can disrupt the process.
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Base Stock Level – the minimum quantity of an item that should be on hand to meet demand during the
replenishment lead time. Related terms: safety stock, reorder point. Example: A base stock of 200 units
covers average demand plus a buffer. Practical application: simplifies reorder calculations. Challenge:
miscalculating lead time variability leads to excess or shortage.

Bill of Materials (BOM) – a hierarchical list of components, sub‑assemblies, and raw materials needed to
produce a finished product. Related terms: product structure, engineering change order. Example: A BOM
for a laptop includes CPU, RAM, battery, and chassis. Practical application: drives demand for component
inventory. Challenge: frequent product revisions require BOM updates.

Bin Location – a specific storage space identified by a unique code within a warehouse. Related terms:
slotting, warehouse map. Example: Bin A‑12‑04 holds 50 units of SKU 12345. Practical application: enables
precise item retrieval and inventory tracking. Challenge: inefficient slotting can increase travel distance.

Black‑Box Forecasting – a predictive method where the underlying algorithm is not disclosed to the user.
Related terms: machine learning, demand planning. Example: A cloud‑based forecasting tool predicts sales
without revealing its model. Practical application: provides quick forecasts for complex patterns. Challenge:
lack of transparency makes it hard to validate or adjust.

Block Stacking – the practice of stacking pallets or cartons in a uniform, rectangular formation to maximize
space. Related terms: cube utilization, pallet configuration. Example: Four pallets are stacked two high in a
block. Practical application: optimizes floor space in high‑density warehouses. Challenge: may increase
handling time and risk of damage.

Break‑Bulk Shipping – transporting cargo that is not containerized, often requiring individual handling.
Related terms: LCL, FCL. Example: Heavy machinery shipped as break‑bulk requires crane loading. Practical
application: accommodates oversized or irregular goods. Challenge: higher handling costs and longer dwell
times.

Buffer Stock – inventory held as a safeguard against demand spikes or supply disruptions. Related terms:
safety stock, contingency inventory. Example: A retailer keeps an extra 10 % of seasonal items as buffer
stock. Practical application: protects service levels during volatility. Challenge: ties up capital and may
become obsolete.

Capacity Planning – the process of determining the amount of space, labor, and equipment required to
meet forecasted demand. Related terms: throughput, resource allocation. Example: Forecasted growth leads
to a decision to add a 10,000 sq ft storage area. Practical application: ensures the warehouse can scale.
Challenge: inaccurate forecasts can result in over‑ or under‑investment.

Cross‑Docking – a logistics practice where inbound shipments are directly transferred to outbound carriers
with minimal storage. Related terms: transshipment, hub‑and‑spoke. Example: A distribution center receives
pallets from a supplier and immediately loads them onto trucks for retail stores. Practical application:
reduces inventory holding costs and speeds delivery. Challenge: requires precise timing and coordinated
transportation.
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Cubic Meter (CBM) – a volume measurement used to calculate space occupied by cargo. Related terms:
dimensional weight, load factor. Example: A 2 m × 1.5 m × 1 m pallet occupies 3 CBM. Practical application:
informs freight cost calculations. Challenge: mis‑measurement can lead to under‑ or over‑charging.

Cycle Counting – a periodic inventory audit method that counts a subset of items on a rotating schedule
rather than a full physical inventory. Related terms: perpetual inventory, audit. Example: High‑value items
are counted monthly, low‑value items quarterly. Practical application: maintains inventory accuracy with
minimal disruption. Challenge: requires disciplined scheduling and data reconciliation.

Damaged Goods – items that have been compromised through breakage, spoilage, or mishandling. Related
terms: return processing, quality control. Example: A pallet of glass bottles arrives with 5 % broken. Practical
application: triggers inspection and disposition procedures. Challenge: increases waste and may affect
customer perception.

Dead Stock – inventory that has not moved for an extended period and is unlikely to be sold. Related terms:
obsolete inventory, slow‑moving stock. Example: A fashion retailer holds 200 units of a past‑season sweater.
Practical application: prompts markdowns or liquidation. Challenge: ties up capital and storage space.

Decoupling Point – the stage in the supply chain where inventory is held to separate upstream production
from downstream demand. Related terms: push‑pull strategy, safety stock. Example: Finished goods stored
at a regional warehouse act as a decoupling point. Practical application: buffers demand variability.
Challenge: determining optimal location and size.

Delivery Performance – a metric that measures the ability to meet promised delivery dates and quantities.
Related terms: on‑time delivery, fill rate. Example: A 95 % delivery performance indicates most orders arrive
as scheduled. Practical application: monitors service level agreements. Challenge: external factors such as
traffic can affect performance.

Demand Forecasting – the process of estimating future product demand using historical data, market
analysis, and statistical models. Related terms: sales projection, forecasting accuracy. Example: A retailer
uses a moving average to forecast next month’s sales. Practical application: drives inventory planning and
procurement. Challenge: demand volatility and promotional effects can reduce accuracy.

Dock Scheduling – the coordination of inbound and outbound truck arrivals to optimize dock usage.
Related terms: appointment system, yard management. Example: A warehouse assigns specific time slots to
carriers to avoid bottlenecks. Practical application: improves dock throughput and reduces waiting time.
Challenge: carrier delays can disrupt the schedule.

Drop‑Ship – a fulfillment method where the supplier ships directly to the end customer, bypassing the
retailer’s warehouse. Related terms: third‑party logistics, direct fulfillment. Example: An online store lists a
product that a manufacturer ships straight to the buyer. Practical application: reduces inventory holding
costs. Challenge: limited control over packaging and delivery experience.

Dual‑Entry System – an inventory accounting method where each transaction is recorded as both a debit
and a credit to maintain balance. Related terms: perpetual inventory, reconciliation. Example: Receiving 100
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units adds a debit to inventory and a credit to accounts payable. Practical application: ensures financial
integrity. Challenge: requires rigorous data entry discipline.

Economic Order Quantity (EOQ) – a formula that determines the optimal order size to minimize total
holding and ordering costs. Related terms: inventory cost, reorder point. Example: EOQ calculation suggests
ordering 500 units each cycle. Practical application: standardizes replenishment quantities. Challenge:
assumes constant demand and lead time, which may not hold true.

Efficient Consumer Response (ECR) – a collaborative strategy among manufacturers, distributors, and
retailers to improve supply chain efficiency. Related terms: CPFR, demand‑driven replenishment. Example:
Retailers share point‑of‑sale data with suppliers for faster replenishment. Practical application: reduces
stockouts and inventory levels. Challenge: requires data sharing agreements and trust.

Emergency Replenishment – a rapid restocking process activated when inventory falls below critical levels
unexpectedly. Related terms: safety stock, expedited shipping. Example: A sudden surge in demand triggers
an emergency order with overnight delivery. Practical application: prevents stockouts during spikes.
Challenge: higher transportation costs and limited supplier capacity.

FIFO (First‑In, First‑Out) – an inventory rotation method where the oldest stock is issued before newer stock.
Related terms: LIFO, inventory turnover. Example: Perishable goods are picked from the front of the shelf to
ensure older items leave first. Practical application: reduces spoilage risk. Challenge: requires accurate
location tracking and proper picking discipline.

Fixed‑Location Storage – a system where each SKU is assigned a permanent storage spot. Related terms:
random storage, slotting. Example: SKU 56789 is always stored in bin B‑03‑12. Practical application:
simplifies picking and inventory counts. Challenge: may lead to inefficient space utilization for low‑velocity
items.

Freight Consolidation – the practice of combining multiple shipments into a single container or truckload to
achieve economies of scale. Related terms: LCL, pooling. Example: Three suppliers’ pallets are consolidated
into one 40‑ft container. Practical application: lowers per‑unit shipping costs. Challenge: requires
coordination and may increase dwell time.

Freight Forwarder – an intermediary that arranges transportation, customs clearance, and related services
on behalf of shippers. Related terms: NVOCC, customs broker. Example: A freight forwarder books ocean
carriage and handles documentation for an exporter. Practical application: simplifies complex logistics.
Challenge: reliance on third‑party performance and fee transparency.

Gross Margin Return on Investment (GMROI) – a profitability metric that compares gross margin earned to
the average inventory investment. Related terms: inventory turnover, ROI. Example: GMROI of 1.5 indicates
$1.50 gross profit for every $1 invested in inventory. Practical application: assesses the financial efficiency of
stocked items. Challenge: requires accurate cost and margin data.

Ground Handling – the set of services performed at an airport or seaport to move cargo between transport
modes. Related terms: stevedoring, cargo handling. Example: Ground handling includes loading containers
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onto trucks. Practical application: ensures smooth intermodal transfers. Challenge: coordination with
multiple service providers and regulatory compliance.

Hazardous Materials (HAZMAT) – substances that pose risks to health, safety, or the environment and
require special handling. Related terms: dangerous goods, compliance. Example: A warehouse stores
flammable chemicals in a designated HAZMAT area. Practical application: mandates labeling, segregation,
and training. Challenge: strict regulations and higher insurance premiums.

Inventory Accuracy – the degree to which recorded inventory quantities match the physical count. Related
terms: cycle count, reconciliation. Example: An inventory accuracy of 98 % means two out of every hundred
units are misrecorded. Practical application: informs trust in inventory data for planning. Challenge:
discrepancies arise from mis‑picks, data entry errors, or theft.

Inventory Carrying Cost – the total cost of holding inventory, including capital, storage, insurance, and
obsolescence. Related terms: holding cost, total cost of ownership. Example: Carrying cost of 20 % per year
on $500,000 inventory equals $100,000 annually. Practical application: influences reorder and safety stock
decisions. Challenge: hidden costs such as opportunity cost are difficult to quantify.

Just‑In‑Time (JIT) – a strategy that seeks to receive goods only as they are needed in the production
process, minimizing inventory. Related terms: lean manufacturing, pull system. Example: An automotive
plant receives components minutes before assembly. Practical application: reduces waste and storage
needs. Challenge: vulnerable to supply disruptions and requires reliable suppliers.

Kanban – a visual signaling system that triggers replenishment when inventory falls below a predetermined
level. Related terms: pull system, visual management. Example: An empty bin card signals the need to
reorder a specific part. Practical application: controls inventory flow without complex calculations.
Challenge: requires disciplined use and accurate demand signals.

Kitting – the process of assembling individual items into a ready‑to‑ship kit or bundle. Related terms:
pre‑assembly, order consolidation. Example: A promotional kit includes a brochure, a sample product, and a
coupon. Practical application: speeds downstream picking and enhances customer experience. Challenge:
additional handling steps increase labor and potential errors.

Lead Time – the elapsed time from placing an order to receiving the goods. Related terms: order cycle time,
replenishment lead time. Example: Supplier lead time of 14 days for a custom part. Practical application:
determines safety stock levels. Challenge: variability in lead time creates forecasting uncertainty.

LIFO (Last‑In, First‑Out) – an inventory method where the most recently received items are issued first.
Related terms: FIFO, inventory valuation. Example: A warehouse issues the newest batch of a non‑perishable
product first. Practical application: can be used for items where newer stock is preferable. Challenge: may
not reflect actual physical flow and can be restricted by accounting standards.

Location Consolidation – the practice of reducing the number of storage locations by moving items to
fewer, larger spaces. Related terms: bin reduction, space optimization. Example: Merging two adjacent aisles
into a single high‑bay area. Practical application: frees up floor space for additional throughput. Challenge:
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may increase travel distance for pickers.

Lot Size – the quantity of units produced or ordered in a single batch. Related terms: EOQ, batch
production. Example: Manufacturing a lot of 1,000 units before switching to a new product line. Practical
application: balances setup costs with inventory holding costs. Challenge: large lot sizes can lead to excess
inventory.

Material Handling Equipment (MHE) – tools and machines used to move, store, and protect goods within a
warehouse. Related terms: forklift, conveyor. Example: A pallet jack lifts and transports pallets across the
dock. Practical application: improves efficiency and reduces manual labor. Challenge: equipment
maintenance and operator training.

Mezzanine Floor – an intermediate level built within a warehouse to increase storage capacity without
expanding the building footprint. Related terms: vertical expansion, rack height. Example: Adding a
mezzanine adds 5,000 sq ft of storage above the main floor. Practical application: maximizes cubic
utilization. Challenge: structural load limits and fire safety compliance.

Minimum Order Quantity (MOQ) – the smallest quantity a supplier is willing to sell in a single order. Related
terms: batch size, supplier contract. Example: A manufacturer sets an MOQ of 500 units for a custom
component. Practical application: ensures production efficiency for the supplier. Challenge: may force the
buyer to hold excess inventory.

Mirrored Inventory – a duplicate inventory record maintained in a separate system to provide redundancy
or support integration. Related terms: master data, data synchronization. Example: ERP system and WMS
both hold inventory balances for the same warehouse. Practical application: facilitates data exchange
between platforms. Challenge: requires constant synchronization to avoid inconsistencies.

Mobile Racking – a storage system that uses movable racks or shelves to create flexible aisle configurations.
Related terms: dynamic storage, aisle width. Example: Rolling racks are repositioned to open a temporary
picking lane. Practical application: adapts to fluctuating space needs. Challenge: requires careful planning to
avoid damage during movement.

Multimodal Transport – the use of two or more transportation modes (e.g., rail, road, sea) under a single
contract. Related terms: intermodal, logistics network. Example: Goods travel by rail to a port, then by ship
to the destination. Practical application: leverages strengths of each mode for cost and speed. Challenge:
coordination of schedules and handling transfers.

Net Stock – the quantity of inventory available for sale after allocating safety stock, work‑in‑process, and
reserved items. Related terms: available stock, on‑hand inventory. Example: Net stock of 150 units after
reserving 30 for pending orders. Practical application: informs order fulfillment decisions. Challenge:
dynamic reservations require real‑time updates.

Obsolete Inventory – stock that is no longer usable or marketable due to technological, regulatory, or
demand changes. Related terms: dead stock, write‑off. Example: A discontinued smartphone model that
cannot be sold. Practical application: triggers disposal, donation, or liquidation processes. Challenge:
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financial loss and storage cost penalties.

Order Cycle Time – the total time from order receipt to order delivery to the customer. Related terms: lead
time, fulfillment time. Example: An order cycle time of 48 hours for an e‑commerce order. Practical
application: measures operational efficiency. Challenge: variability in picking, packing, and shipping can
extend cycle time.

Order Picking – the process of retrieving items from storage locations to fulfill customer orders. Related
terms: pick path, wave picking. Example: A picker uses a handheld device to locate and collect SKUs for a
shipment. Practical application: directly impacts order accuracy and throughput. Challenge: travel distance
and picker fatigue affect productivity.

Order Split – the division of a single customer order into multiple shipments due to inventory location,
availability, or carrier constraints. Related terms: partial shipment, backorder. Example: A customer order is
shipped in two parcels because one item is on backorder. Practical application: enables earlier delivery of
available items. Challenge: increases handling and shipping costs.

Order-to-Cash (O2C) – the end‑to‑end business process that starts with order receipt and ends with cash
receipt. Related terms: fulfillment, invoicing. Example: O2C includes order entry, picking, shipping, invoicing,
and payment collection. Practical application: integrates sales, logistics, and finance functions. Challenge:
misalignments can cause delays and cash flow issues.

Outbound Logistics – the activities involved in moving finished goods from a warehouse to the end
customer or downstream distribution point. Related terms: distribution, shipping. Example: Loading trucks
for regional retail stores is part of outbound logistics. Practical application: focuses on order fulfillment
efficiency. Challenge: coordination with carriers and accurate delivery scheduling.

Overstock – inventory levels that exceed the forecasted demand, leading to excess holding costs. Related
terms: excess inventory, inventory write‑down. Example: A retailer holds 30 % more of a seasonal product
than needed. Practical application: prompts sales promotions or inventory liquidation. Challenge: ties up
capital and may become obsolete.

Pick-to-Light – a technology that uses illuminated indicators at storage locations to guide pickers to the
correct items. Related terms: voice picking, automated picking. Example: A light turns green at bin C‑07,
indicating the picker should retrieve two units. Practical application: speeds up picking and reduces errors.
Challenge: installation cost and maintenance of light modules.

Pick‑to‑Order – a picking method where each picker retrieves items for a single order in one pass. Related
terms: single‑order picking, order fulfillment. Example: A picker collects all SKUs for Order 12345 before
moving to the next order. Practical application: minimizes handling for high‑value or customized orders.
Challenge: may increase travel time when orders are small and scattered.

Pick‑to‑Slot – a method where pickers retrieve items for multiple orders from a predetermined slot before
consolidating them. Related terms: batch picking, slotting. Example: A picker fills a tote with items from
bin D‑02 for ten different orders. Practical application: reduces travel distance for high‑volume SKUs.
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Challenge: requires careful order grouping to avoid mixing.

Pick‑to‑Cart – a hybrid picking process where a picker loads items onto a cart that serves as a mobile buffer
before final order assembly. Related terms: cart picking, staged picking. Example: A picker fills a cart with
items for five orders, then a second worker assembles the final packages. Practical application: balances
speed and order accuracy. Challenge: cart capacity limits and coordination between workers.

Physical Inventory – a complete count of all items in a warehouse, typically performed annually or
semi‑annually. Related terms: stocktake, inventory audit. Example: A year‑end physical inventory reconciles
system balances with actual counts. Practical application: validates perpetual inventory records. Challenge:
disruptive to operations and labor‑intensive.

Pick‑Path Optimization – the design of the most efficient route for a picker to travel through the warehouse.
Related terms: route planning, travel distance. Example: Software calculates a path that visits the shortest
sequence of bins for a given order. Practical application: reduces picker travel time and labor cost.
Challenge: dynamic order volumes and changing layout can affect optimal paths.

Planned Order Release (POR) – a schedule that specifies when to release production or purchase orders to
meet future demand. Related terms: MRP, demand planning. Example: MRP generates a POR for 5,000 units
of a component to be released next month. Practical application: aligns supply with forecasted demand.
Challenge: inaccurate forecasts can cause premature or delayed releases.

Post‑Pick Inspection – a quality check performed after items are picked but before they are packed or
shipped. Related terms: quality control, defect detection. Example: Inspecting fragile items for damage
before packaging. Practical application: reduces returns and improves customer satisfaction. Challenge:
adds a step that can slow throughput if not well integrated.

Pre‑Allocation – the reservation of inventory for a specific customer or sales channel before the order is
placed. Related terms: inventory reservation, demand commitment. Example: A key retailer receives a
pre‑allocation of 10 % of a new product launch. Practical application: secures supply for strategic partners.
Challenge: may lead to excess inventory if demand forecasts change.

Pre‑Picking – the practice of gathering items in advance of order receipt, based on anticipated demand.
Related terms: staging, pre‑assembly. Example: Seasonal high‑turnover items are pre‑picked into totes
before the holiday rush. Practical application: speeds up order fulfillment during peak periods. Challenge:
risk of picking items that may not be ordered, leading to waste.

Prime Cost – the sum of direct material and direct labor costs, often used to assess product profitability.
Related terms: contribution margin, cost of goods sold. Example: Prime cost of a manufactured widget is
$12 (materials $8 + labor $4). Practical application: helps pricing and margin analysis. Challenge: indirect
costs are excluded, which may distort true profitability.

Process Flow Diagram (PFD) – a graphical representation of the steps involved in a logistics or warehouse
process. Related terms: workflow, SOP. Example: A PFD shows the sequence from receiving to put‑away,
picking, and shipping. Practical application: identifies bottlenecks and standardizes procedures. Challenge:
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keeping the diagram updated with process changes.

Pull System – a production control method where downstream demand signals trigger upstream
replenishment. Related terms: Kanban, demand‑driven. Example: A retailer’s POS data triggers a
replenishment order to the supplier. Practical application: reduces excess inventory and improves
responsiveness. Challenge: requires reliable real‑time data and flexible suppliers.

Push System – a production approach where forecasts drive production and inventory levels, independent
of actual demand. Related terms: forecast‑driven, MRP. Example: A manufacturer produces based on a
quarterly sales forecast. Practical application: enables economies of scale. Challenge: can lead to
overproduction and high inventory carrying costs.

Quality Assurance (QA) – systematic activities designed to ensure that products meet specified standards.
Related terms: QC, inspection. Example: Random sampling of incoming pallets verifies compliance with
specifications. Practical application: maintains brand reputation and reduces returns. Challenge: balancing
inspection depth with throughput.

Quantity On Hand (QOH) – the total number of units physically present in inventory at a given moment.
Related terms: on‑hand inventory, stock level. Example: QOH of 2,500 units for SKU 98765. Practical
application: forms the basis for reorder calculations. Challenge: discrepancies arise from unrecorded
movements or theft.

Rack Density – the amount of storage space utilized per unit of floor area, often expressed as pallets per
square foot. Related terms: space utilization, cubic utilization. Example: A high‑density rack system achieves
0.8 pallets per sq ft. Practical application: maximizes storage capacity. Challenge: higher density may
increase picking travel distance.

Receiving Dock – the area where inbound shipments are unloaded, inspected, and recorded. Related terms:
inbound dock, staging area. Example: The receiving dock is equipped with dock levelers and pallet jacks.
Practical application: serves as the first point of entry for inventory. Challenge: congestion during peak
inbound periods.

Reorder Point (ROP) – the inventory level that triggers a new order to replenish stock. Related terms: safety
stock, lead time demand. Example: ROP = 150 units when average demand is 30 units per day and lead time
is 5 days. Practical application: prevents stockouts. Challenge: inaccurate demand forecasts can set ROP too
high or too low.

Replenishment – the process of moving inventory from reserve or upstream locations to active picking
zones. Related terms: restocking, pull replenishment. Example: Automated conveyors move replenishment
cases to the front of the aisle. Practical application: keeps high‑velocity items readily available. Challenge:
timing must align with consumption rates to avoid excess.

Return Merchandise Authorization (RMA) – a formal approval process for customers to return defective or
unwanted products. Related terms: reverse logistics, warranty claim. Example: A customer receives an RMA
number to ship back a faulty appliance. Practical application: standardizes return handling and tracking.
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Challenge: processing returns adds labor and may affect inventory accuracy.

Reverse Logistics – the flow of goods from the customer back to the manufacturer or distributor for return,
repair, refurbishment, or disposal. Related terms: returns processing, closed‑loop supply chain. Example:
Collecting used electronics for refurbishment. Practical application: recovers value and reduces waste.
Challenge: managing return volume and disposition decisions.

RFID (Radio‑Frequency Identification) – a technology that uses electromagnetic fields to automatically
identify and track tags attached to objects. Related terms: barcoding, IoT. Example: RFID readers scan pallets
as they move through a dock door, updating inventory in real time. Practical application: enhances visibility
and reduces manual scanning. Challenge: tag cost and interference in metal‑rich environments.

Safety Stock – extra inventory held to protect against demand variability and supply delays. Related terms:
buffer stock, service level. Example: Keeping 20 % additional units of a high‑risk SKU. Practical application:
improves order fill rate. Challenge: excess safety stock increases carrying costs.

Seasonal Inventory – stock that is required to meet demand fluctuations tied to specific seasons or events.
Related terms: demand planning, promotional stock. Example: Increased inventory of swimwear in summer
months. Practical application: aligns supply with predictable demand peaks. Challenge: accurate seasonal
forecasts are essential to avoid overstock.

Shelf Life – the period during which a product remains usable, saleable, or compliant with quality standards.
Related terms: expiration date, first‑expire‑first‑out (FEFO). Example: A dairy product with a 30‑day shelf life
must be sold before the expiration date. Practical application: dictates inventory rotation method.
Challenge: monitoring and managing perishable goods.

Slotting Optimization – the process of assigning SKUs to storage locations based on demand velocity, size,
and picking frequency. Related terms: warehouse layout, ABC analysis. Example: Fast‑moving items placed
in the front aisle for easy access. Practical application: reduces travel distance and improves picker
productivity. Challenge: frequent changes in demand require periodic re‑slotting.

Standard Operating Procedure (SOP) – documented instructions that outline how to perform specific tasks
consistently. Related terms: process documentation, work instruction. Example: SOP for receiving includes
steps for unloading, inspection, and data entry. Practical application: ensures compliance and training
consistency. Challenge: keeping SOPs up‑to‑date with process changes.

Stock Keeping Unit (SKU) – a unique identifier for each distinct product, variation, or item in inventory.
Related terms: item code, product identifier. Example: SKU ABC‑123 refers to a red, size‑M T‑shirt. Practical
application: enables precise tracking and reporting. Challenge: managing a large SKU base can increase
complexity.

Stock Rotation – the practice of moving older inventory to the front of picking locations to ensure it is sold
first. Related terms: FIFO, FEFO. Example: Rotating pallets of canned goods so that older expiration dates are
accessed first. Practical application: minimizes waste and obsolescence. Challenge: requires disciplined
picking and accurate location data.
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Staging Area – a temporary space where items are gathered before picking, packing, or shipping. Related
terms: buffer zone, cross‑dock. Example: A staging area holds 100 cartons ready for outbound loading.
Practical application: smooths workflow and separates inbound from outbound processes. Challenge:
limited space may cause congestion.

Supply Chain Visibility – the ability to track and monitor inventory, shipments, and processes across the
entire supply chain in real time. Related terms: data transparency, IoT. Example: A dashboard shows the
location of every pallet from supplier to retailer. Practical application: enables proactive decision‑making.
Challenge: integrating disparate data sources and ensuring data accuracy.

Supply Chain Management (SCM) – the coordination of all activities involved in sourcing, production, and
distribution of goods. Related terms: logistics, procurement. Example: SCM integrates supplier contracts,
warehouse operations, and transportation planning. Practical application: optimizes cost, service, and speed.
Challenge: complexity increases with global networks and multiple stakeholders.

Sustainable Logistics – logistics practices that aim to reduce environmental impact, such as emissions,
waste, and energy consumption. Related terms: green supply chain, carbon footprint. Example: Using
electric forklifts and optimizing routes to lower fuel usage. Practical application: enhances corporate
responsibility and may reduce costs. Challenge: initial investment and measurement of sustainability
metrics.

System Integration – the process of linking warehouse management systems (WMS) with other enterprise
applications like ERP and transportation management systems (TMS). Related terms: API, data exchange.
Example: Real‑time inventory updates flow from WMS to ERP for accurate financial reporting. Practical
application: eliminates data silos and improves decision‑making. Challenge: compatibility issues and change
management.

Third‑Party Logistics (3PL) – outsourcing of logistics functions, such as warehousing, transportation, and
distribution, to an external provider. Related terms: 4PL, logistics provider. Example: A retailer contracts a
3PL to manage its regional distribution center. Practical application: leverages specialized expertise and
scalability. Challenge: loss of direct control and dependence on provider performance.

Throughput – the amount of material or number of orders processed by a warehouse within a given time
period. Related terms: capacity, productivity. Example: A facility achieves a throughput of 1,200 pallets per
day. Practical application: measures operational efficiency. Challenge: bottlenecks in receiving or picking can
limit throughput.

Time‑Based Slotting – assigning storage locations based on the time of day or shift when items are most
frequently picked. Related terms: dynamic slotting, demand pattern. Example: Morning‑peak SKUs are
placed near the front for daytime pickers. Practical application: aligns storage with pick schedules.
Challenge: requires continuous monitoring of demand cycles.

Transportation Management System (TMS) – software that plans, executes, and optimizes the movement of
goods. Related terms: carrier selection, freight audit. Example: TMS selects the lowest‑cost carrier for a
shipment based on weight and destination. Practical application: reduces freight costs and improves
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visibility. Challenge: integration with WMS and data accuracy.

Turnover Ratio – a metric that measures how many times inventory is sold or used over
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