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e Understand the definition of logistics
e Understand some interpretations of logistics

e Understand why companies can get competitive advantages through logistics

Lesson 1.1 Origin and Definition

The Oxford English Dictionary defines logistics as “ the branch of military science
relating to procuring, maintaining and transporting material, personnel and facilities ™.
However, the New Oxford American Dictionary defines logistics as “the detailed coordination
of a complex operation involving many people, facilities, or supplies” , and the Oxford
Dictionary on-line defines it as “the detailed organization and implementation of a complex
operation”. As such, logistics is commonly seen as a branch of engineering that creates
“people systems” rather than “machine systems”.

In an effort to avoid potential misunderstanding about the meaning of logistics, this book
adopts the current definition promulgated by the Council of Logistics Management (CLM) ,
one of the world’s most prominent organizations for logistics professionals. According to the
CLM, “Logistics is a part of the supply chain process that plans, implements, and controls
the efficient, effective forward and reverses flow and storage of goods, services, and related
information between the point of origin and the point of consumption in order to meet
customers’ requirements. ”

This definition needs to be analyzed in closer detail. First, The CLM definition indicates

that the purpose of logistics is “to meet customers’ requirements” ,so we maintain this firstly.
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This is important for several reasons, with one being that logistics strategies and activities
should be based upon customers’ wants and needs rather than the wants, needs, and
capabilities of other parties. The second reason for the importance of meeting customers’
requirements is the notion that since different customers have different logistical needs and
wants, a one-size-fits-all logistics approach ( mass logistics) in which every customer gets the
same type and level of logistics service will result in some customers being overserved and
others being underserved.

Logistics is part of the supply chain process. The key point for now is that logistics is
part of a bigger picture in the sense that the supply chain focuses on coordination among
business functions ( such as marketing, production, and finance ) within and across
organizations. The fact that logistics is explicitly recognized as a part of the supply chain
process means that logistics has an impact on how well (or how poorly) an individual firm
and its associated supply chain can achieve goals and objectives.

The CLM definition also indicates that logistics should be involved in all three
activities—planning, implementing, controlling and not just one or two. Some suggest,
however, that logistics is more involved in the implementation than in the planning of certain
logistical policies.

Note that the CLM definition also refers to “efficient and effective forward and reverse
flows and storage”. Broadly speaking, effectiveness can be thought of as “how well a
company does what they say they’re going to do”. '*' For example, a company promises that
all orders will be shipped within 24 hours of receipt. In contrast, efficiency can be thought of
as how well (or poorly) company resources are used to achieve what a company promises it
can do. '

With respect to forward and reverse flows and storage, logistics has traditionally focused
on forward flows and storage, that is, those directed toward the point of consumption.
However, the logistics discipline has recognized the importance of reverse flows and storage
(reverse logistics) , which originate at the point consumption. Reverse logistics is also likely
to gain additional attention in the future because online purchases tend to have higher return
rates than other types of purchases.

Finally, the CLM definition also indicates that logistics involves the flow and storage of
“goods, services, and related information”. Indeed, in the contemporary business
environment, logistics is as much about the flow and storage of information as it is about the
flow and storage of goods. Advances in information technology make it increasingly easier

and less costly for companies to substitute information for inventory. Consider the U. S.
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Marine Corps which is in the midst of a decade-long strategy to improve its logistics. The

Marines aim to replace inventory with information so that they won’t have to stockpile tons of

supplies near the battlefield. That’s what the armed forces did during the Gulf War; only to

find out they could not keep track of what was in containers and didn’t even use many of the

items.

Council of Logistics Management ( CLM) YInE i
the point of origin B

the point of consumption H e
planning, implementing, controlling R S
forward logistics E i
reverse logistics 15 [a] ) I
storage n. fiti A7

inventory management PEAFE R
warehousing . B

ATk

I

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

Py BER RS Ve AR b, LA IR K H 6 G2 IR %5 AR DG AR S A
FIIT % b 2 (1) S 00 0o 0 L R R4 A ) 1 1) AR S (i) 98 3 B A T iR AT B R L BT R
il

2. Broadly speaking, effectiveness can be thought of as “how well a company does what

they say they’re going to do”.
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. In contrast, efficiency can be thought of as how well (or poorly) company resources are

used to achieve what a company promises it can do.
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