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Chapter 1 An Introduction to Logistics

1.1 Basic knowledge preparing

1.1.1 History

In the early part of 1991 the world was given a dramatic example of the importance of logis-
tics, As a precursor to the Gulf War it had been necessary for the United States and its allies to
move huge amounts of materials great distance in what were thought to be impossibly short
time. Half a million people and over half a million tons of materials and supplies were airlifted
12000 kilometers with a further 2. 3 million tons of equipment moved by sea all of this achieved in
a maller of months.

Throughout the history of mankind wars have been won and lost through logistics sirengths
and capabilities or the lack of them. It has been argued that the defeat of the British in the Ameri-
can War of Independence can largely be attributed to logistics failure. The British Army in Ameri-
ca depended almost entirely upon. Britain for supplies. At the height of the war there were 12000
troops overseas and for the most part which were not only to be equipped, but also fed from Brit-
ain. For the first six years of the war the administration of these vital supplies was totally inade-
quate, affecting the course of operations and the morale of the troops. An organization capable of
supplying the army was not developed until 1781 and by then it was too late.

In the Second World War logistics also played a major role. The Allied Forces, invasion of
Europe was a highly skilled exercise in logistics, as was the defeat of Rommel in the des-
ert. Rommel himself once said, *before the fighting proper, the battle is won or lost by quarter-
masters” .

However while the Generals and Field Marshals from the earliest times have understood the
critical role of logistics, strangely it is only in the recent past that business organizations have
come lo recognize the vital impact that logistics can have in the achievement of competitive advan-
tage. This lack of recognition partly springs from the relatively low level of understanding of the
benefits of integrated logistics. Arch Shaw, writing in 1915, pointed out:

“The relations between the activities of demand creation and physical supply... illustrate the

existence of the two principles of interdependence and balance. Failure to coordinate any one of
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these activities with its group-fellows and also with those in the other group, or undue emphasis or
outlay put upon any one of these activities, is certain to upset the equilibrium of forces which
means efficient distribution.

The physical distribution of the goods is a problem distinct from the creation of demand, not
a few worthy failures in distribution campaigns have been due to such a lack of coordination be-
tween demand, creation and physical supply.

Instead of being a subsequent problem, this question of supply must be met and answered
before the work of distribution begins. ”

It has taken another 70 years or so for the hasic principles of logistics to be clearly defined.
1.1.2 What is logistics

There are various definitions of different editions. The term was defined as follows:

Logistics (business definition) : Logistics is defined as a business-planning framework for
the management of material, service, information and capital flows. It includes the increasingly,
complex information, communication and control systems required in loday’s business environ-
ment.

( Logistics Partners Oy, Helsinki, FI, 1996)

Logistics (military definition) ; The science of planning and carrying out the movement and
maintenance of forces... those aspects of military operations that deal with the design and develop-
ment, acquisition, storage, movement, distribution, maintenance, evacuation and disposition
of material; movement, evacuation, and hospitalization of personnel; acquisition of construction,
maintenance, operation and disposition of facilities; and acquisition of furnishing of services.

(JCS Pub 1 -02 Excerpt)

Logistics: The procurement, maintenance, distribution, and replacement of personnel and
material.

( Webster’s Dictionary )

Logistics: 1. The branch of military operations that deals with the procurement, distribu-
tion, maintenance, and replacement of material and personnel. 2. The management of the details
of an operalion.

(American Heritage Dictionary )

Logistics: The process of planning, implementing, and controlling the efficient, effective
flow and storage of goods, services, and related information from point of origin to point of con-
sumption for the purpose of conforming to customer requirements. Note that this definition includes
inbound, outbound, internal, and external movements, and return of materials for environmen-
tal purposes.

( Council of Logistics Management )
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Logistics: The process of planning, implementing, and controlling the efficient, cost effec-
tive flow and storage of raw materials, in-process inventory, finished goods and related informa-
tion from point of origin io point of consumption for the purpose of meeting customer requirements.

( Canadian Association of Logistics Management )

Logistics: The science of planning, organizing and managing activities that provides goods
or services.

(MDC, Log Link/Logistics World, 1997)

Logistics: Logistics is the science of planning and implementing the acquisition and use of
the resources necessary to sustain the operation of a system.

( ECRC University of Scranton/Defense Logistics Agency)

From these definitions logistics can be briefly described like this; *“Logistics means having
the right thing, at the right place, at the right time. ”

At its heart, logistics deals with satisfying the customer. This implies that management must
first understand what those requirements are before a logistics strategy can be developed and im-
plemented to meet them. As will be discussed in more detail later, customer service is the most
important output of an organization’s logistics system. This focus on customer satisfaction will be
emphasized through the text just as it should be in the firm.

In a more practical sense, logistics refers to the systematic management of the various activi-
ties required to move benefits from their point of production to the customer. Often these benefits
are in the form of a tangible product that must be manufactured and moved to the user; sometimes
these benefits are intangible and are known as services. They too must be produced and made
available to the final consumer. But logistics encompasses much more than just the transport of
goods.

The concept of benefits is a multifaceted one that goes beyond the product or service itself to
include issues regarding timing, quanlily, supporting services, location, and cost. So a basic
definition of logistics is the continuous process of meeting customer needs by ensuring the availa-
bility of the right benefits for the right customer, in the quantity and condition desired by that
customer, at the time and place the customer wants them, all for a price the buyer is willing to
pay. These concepts apply equally well to for profit industries and non-profit organizations, as the
earlier discussion on military requirements illustrated.

However, logistics can mean different things to different organizations. Some firms are more
concerned with producing the benefits; that is, their management focus is on the flow of raw ma-
terials into the production process rather than on delivering the final goods to the user. The sour-
cing and managing of raw materials and component parts is often referred to as materials manage-

ment and is illustrated in Figure 1. 1. For firms with very heavy flows into the production process,

. 3.
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materials management and logistics may be synonymous. For example, Airbus Industries produces
an A —340 airliner in France for Singapore Airline (SIA) . Once the aircraft is finished, SIA
sends a crew to Toulouse and flies the plane away. The logistics effort is not complete at this point,
however. Rather, for firms like Airbus, post-production emphasis is on after-sales service and

support as opposed to product delivery.

Raw l El?;lflier Customer
—Jmatena $ - \ /
Paris Production Customer
supplier process
Raw Parts / Customer
materials supplier
_ /
~
Materials management
logistics

Figure 1.1 Logistics defined as materials management

Alternatively, some companies experience greater management challenges once the product
is finished. In other words, they are much more concerned with the flow of finished goods from the
end of the production line to the customer. Depicted in Figure 1.2, logistics in this situation is
sometimes referred to as physical distribution and is a perspective in many consumer goods manu-

facturing firms.

Raw Customer
materials
Inter-
Producti mediary .
roduction Customer
PrﬂCﬂSS
Inter-
" mediar
Parts ‘ Y Customer
supplier

Physical distribution logisties

Figure 1.2 Logistics defined as physical distribution

Finally, some firms view logistics as embracing both materials management and physical dis-
tribution. These organizations look at logistics as a way to manage the entire process of customer

satisfaction, from sourcing the necessary parts and material through production of the benefit to its
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