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Unit 1
An Introduction to Logistics and
Supply Chain

Logistics is said to have various origins in etymology. One popular
belief is that it was derived from Greek and French. The French word
“logistique” means “logic” and related to calculation. And logistikos, a
Greek word, refers to quartering or lodging soldiers. Hence, the
combination is clear: logistics comprised the logical steps in carrying out a

military operation.
I. Military Origin of Logistics

In military science, maintaining one’s supply lines while disrupting
those of the enemy is a crucial element of military strategy, since an
armed force without food, fuel and ammunition is defenseless. In ancient
Greek, Roman and Byzantine empires, there were military officers with
the title “Logistikas” who were responsible for financial and supply
distribution matters. The historical leaders Hannibal Barca, Alexander
the Great and the Duke of Wellington are considered to have been
logistical geniuses.

Various examples can be found in military history. In World War I,
the US Army could not have played the decisive role without weapons,
munitions, supplies and transportation furnished by the allies. And the
defeat of Rommel in World War II is also largely attributed to logistical
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failure. The following was a quote from the Army Chief of US Army
Center of Military History who referred to the North Africa and
Mediterranean Campaign in 1942:

“A situation as shocking to the War Department as it was
embarrassing to the Services of Supply in the European theater developed
when it became necessary to reorder large quantities of Class II and IV
supplies that were known to be already in the United Kingdom but which,
because of faulty marking and lack of proper records, could not be found
in time to equip the forces preparing to sail from Britain. It hardly helped
matters when requisitions arrived without proper identification and when
timely reports of supply status were lacking.”

The Iraq war is also representative of a dramatic example of the
importance of logistics, It had become very necessary for the US and its
allies to move huge amounts of men, materials and equipment over great
distances. The following quotes were excerpted from an American report
on the occupation of Iraq:

“A backlog of hundreds of pallets and containers of material at
various distribution points was due to transportation constraints and
inadequate asset visibility.”

“There is a discrepancy of $1.2 billion between the amount of
material shipped to Army activities in the theater of operations and the
amount of material that those activities acknowledged they received.”

“The failure to effectively apply lessons learned from Operations

‘Desert Shield, Desert Storm and other military operations may have
contributed to the logistics support problems encountered during OIF.”

“At times there were shortages of some spares or repair parts needed
by deployed forces.” '

And the following are a collection of quotes on logistics from some
renowned militarists or strategists:

“My logisticians are a humorless lot ... they know if my campaign



fails, they are the first ones I will slay.”
—Alexander
“There is nothing more common than to find considerations of supply
affecting the strategic lines of a campaign and a war.”
—Carl von Clausevitz
“Logistics comprises the means and arrangements which work out the
plans of strategy and tactics. Strategy decides where to act; logistics brings
the troops to this point.”
—Jomini: Precis de I’ Art de la Guerre. (1838)
“Gentlemen, the officer who doesn’t know his communications and
supply as well as his tactics is totally useless.”
—Gen. George S. Patton, USA
“The war has been variously termed a war of production and a war of
machines. Whatever else it is, so far as the United States is concerned, it is
a war of logistics.”
—Fleet ADM Emest J, King, in a 1946 report to the Secretary of the Navy
“Bitter experience in war has taught the maxim that the art of war is
the art of the logistically feasible.”
—ADM Hyman Rickover, USN
“Forget logistics, you lose.”
—1Lt. Gen. Fredrick Franks, USA, 7th Corps Commander, Desert Storm

I1. Definition of Logistics

The word logistics entered the business sector in the 1960s as
marketing experts saw potentials in applying military logistics to physical
distribution of consumer goods. Business logistics evolved into a
dichotomy of inbound logistics to support production, where the plant is
the customer, and outbound logistics to support external customers.

Now practiced in different ways and contexts, logistics means
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different things to

different people. Table 1-1 presents a variety of

definitions of logistics. To some, logistics is managing the flow and stock

of materials. To others, it is a customer support activity, a planning and

engineering mechanism, or a science of calculating requirements and

promoting operational capabilities. Some dictionary treats logistics as a

branch of military science. The Council of Logistics Management defines

logistics purely in

a product distribution context. Perhaps the most

fundamental one is the “Seven Rights” definition.
Table 1-1 Different definitions of logistics

Classical
“the Seven Rs of
Logistics™

“Logistics is getting the right product, to the right customer, in
the right quantity, in the right condition, at the right place, at
the right time, and at the right cost.”

Oxford Dictionary

“Logistics is the branch of military science having to do with
procuring, maintaining, and transporting material, personnel,
and facilities.”

International
Society of
Logistics

“Logistics is the art and science of managing and controlling
the flow of goods, energy, information and other resources
like products, services, and people, from the source of
production to the marketplace.”

Council of Logistics
Management

“Logistics is that part of the supply chain process that plans,
implements and controls the efficient, effective flow and
storage of goods, services and related information from the
point of origin to the point of consumption in order to meet
customers’ requirements.”

The Supply-Chain
Council

Supply chain management ... “encompasses every effort
involved in producing and delivering a final product or
service, from the supplier’s supplier to the customer’s
customer. Supply chain management includes managing
supply and demand, sourcing raw materials and parts,
manufacturing and assembly, warehousing and inventory
tracking, order entry and order management, distribution

across all channels, and delivery to the customer.”




continued:

Stanford Supply
Chain Forum

“Supply chain management deals with the management of
materials, information, and financial flows in a network
consisting of suppliers, manufacturers, distributors, and

customers.”
MIT Center for Logistics involves .. “managing the flow of items,
Transportation & information, cash and ideas through the coordination of supply
Logistics chain processes and through the strategic addition of place,

period and pattern values.”

Fortune (1994)

“Call it distribution or logistics or supply chain management.
By whatever name it is the sinuous gritty, and cumbersome
process by which companies move material, parts, and
products to customers.”

the Component View

“Logistics is supply management for the plant (inbound
logistics) and distribution management for the firm’s
customers (outbound logistics) or material support of
manufacturing and product support of marketing operations.”

the Functional View

“Logistics is materials requirements determination, purchasing,
transportation, inventory management, warchousing, materials
handling, industrial packaging, facility location analysis,
distribution, return goods handling, information management,
customer service, and all other activities concerned with
supporting the internal customer (manufacturing) with
materials and the external customer (retail stores) with
product.”

Another way

to define logistics management is to consider the

management tasks that could be included in such a function. In different

contexts, logistics management can have different names, including:

¢ Business logistics management

¢ Channel management

* Material management

Distribution

Physical distribution management
Industrial logistics



e Quick response systems
¢ Supply chain management

Marketing logistics
Integrated logistics management

II1. Evolution of Logistics

1. The Evolution Model of Logistics

The evolution of logistics has been characterized by an increasing
degree of integration, a trend that was underlined in the 1960s as a key
area for future productivity improvements. However, only with the
implementation of modern information and communication technologies
did this assumption become possible. Step by step, and according to
improvements in information and communication technologies, the two
ends of the assembly line became integrated into the logistics of the supply
chain: the timely supply of raw materials and components from outside,
and the effective organization of distribution and marketing.

Initially, logistics was an activity divided around the supplying,
warehousing, production and distribution functions, most of them being
fairly independent from the other. With the new organization and
management principles, firms were following a more integrated approach,
thus responding to the upcoming demand for flexibility without raising
costs. At the same time, many firms took advantage of new manufacturing
opportunities. As production became increasingly fragmented, activities
related to its management were consolidated.



Figure 1-1 Evolution of logistical integration, 1960-2000

1960s 1980s - 1990s 2000s
Fragmentation Consolidation Functional Integration Value Capture
Demand forecasting
Purchasing
Requirements planning mx_:;:::m
Production planning
Manufacturing inventory
Warehousing Warehousing -
Materials handling Materials handling Logistics a:ﬁg‘g:;::‘t
Packaging Packaging
Inventory
Distribution pianning _
Order processing Physical distribution Information technology
Transportation Marketing
Customer service Strategic planning

Source: handouts of Dr. Jean-Paul Rodrigue and Dr. Markus Hesse, Dept. of
Economics & Geography, Hofstra University, Aug. 23, 2007.

2. Different Evolutionary Stages of Logistics

The evolution of logistics can be divided into the following stages:

(1) Materials Management and Physical Distribution

Materials management includes production and marketing activities
such as production planning, demand forecasting, purchasing and
inventory management. Materials management must make sure that the
requirements of supply chains are met by dealing with a wide array of
parts, semi-finished products and raw materials.

Physical distribution covers movements of goods from warehouses
and distribution centers to the desirable locations. It includes all the
functions of movement and handling of goods, particularly transportation
services, transshipment and warehousing services, trade, wholesale and
retail. Conventionally, all these activities are assumed to be derived from

materials management demands.



(2) Integrated Logistics

Logistics is now being used to support activities from school picnics
to the Olympics. This was mainly attributed to the increasing complexity
of supplying materials and shipping out products. Integrated logistics
covers a marketing oriented system through IT, including demand
forecasting, order processing, purchasing, locations selecting, materials
handling, warehousing, inventory managing, transporting and
distributing, information maintenance, and customer service. Logistics
management is becoming an integrating function, which coordinates and
optimizes all logistics activities, as well as other functions including
marketing, sales manufacturing, finance and information technology.

(3) Supply Chain Management

Most recently, the business community began viewing logistics as a
component of a larger evolving concept, supply chain management (SCM).
During the last three decades, SCM has been both an important and a
productive aim of corporations. With the coordination of production,
shipment, and delivery of the goods , customers are more satisfied and
greater commercial success achieved. This involves the sharing of
information, risks, and assets among partners to achieve an integrated,
seamless, responsive distribution system. SCM is differentiated from
logistics in that it involves all partners (suppliers, carriers, other
distribution channel participants, and customers) up and down the supply
chain and, hence, is more than the internal integration of logistics activities
within a firm. The key concepts of SCM are pull  system,
customer-driven, strategic alliances, shared data, and system
optimization. However, SCM can be viewed as fully integrated logistics,
meaning not only the integration of all logistics activities in a firm but
also the comprehensive backward and forward integration of all logistics
processes in a channel.



