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Personal foreword


I am honoured to be asked to write a personal foreword to the latest edition of Logistics Management and Strategy. Alan, my husband until his death in October 2012, was justifiably proud of this book; it epitomises his approach to teaching and training, delivering applied theory and research to satisfy rigorous academic enquiry, in a format attractive and useful to busy practitioners and new recruits to the industry. He would be delighted to see his work reach a sixth edition; he relished the challenge of developing a popular and trusted resource, ever seeking to progress in the light of latest thinking and innovation.


Alan’s good friends and close academic colleagues Heather, Remko and now Jim bring their expertise and passion into the authorship of this book, building on the foundation of Alan’s achievement and taking his work into the future. I salute all three, and wish them, this book and all its readers every success.


Catherine Maryon,


December 2018


 

Professional foreword


I am delighted to introduce Logistics Management and Strategy, now in its sixth edition, a further aid in our ability to drive our understanding of such a critical part of the business environment. In my 40 years of operational experience in global supply chains, within Bausch & Lomb, Johnson Matthey and, most recently, as an independent consultant in supply chain management currently focused on Brexit, logistics remains a key area of management attention, given its central role in customer service and the opportunities it provides for cost control, two fundamental essentials for any global business today.


Whilst I was at Bausch & Lomb, the focus was committed to producing state-of-the-art optical products, from contact lenses to cataract surgery and the fast-growing optical pharmaceutical markets. These complex supply chains cover five continents and serve varying types of customer including hospitals, opticians and multiple retailers. They involved stock-keeping units (SKUs) requiring temperature control, serial traceability and sterility, and made for a diverse and challenging set of logistics demands.


When you then add these challenges to a range of over 100,000 SKUs – with some products being offered in over 7,000 different refractive powers/pack sizes – then you can understand why utilising the very latest approaches to logistics management and strategy is absolutely crucial.


During my 23 years at Bausch & Lomb we invested heavily in automated warehouses, such as at our site in Amsterdam, recognised as one of the ‘top 10’ logistics facilities in the Netherlands. We also developed our utilisation of agile logistics. This was addressed by reducing the number of base products produced in our 17 factories, whilst increasing customer responsiveness through postponement of labelling, bundling, promotional artwork and language compliance. In this regard, being a member of the Agile Supply Chain Research Club at Cranfield, originally working with Alan and more recently with Heather, has been a rewarding and beneficial experience. I note that some of our experience has been invested in Chapter 7.


More recently I worked for three years at Johnson Matthey, a FTSE100 company in the automotive sector. Here again the logistics and supply chain management went hand in hand with a global environment, and featured a strong emphasis on a customer-focused supply chain, aggressive cost controls and the use of tools such as sales and operations planning (S&OP), risk analysis and an end-to-end supply chain view from raw materials supply to final customer delivery.


In the last year, I have worked for multiple global organisations in supply chain consultancy, and many of the key areas in this publication have been the focus of the needs of those customers time and time again, proving its relevance and timeliness. Indeed, in my career I have found that across multiple industry sectors – pharmaceuticals, healthcare, FMCG and automotive – that the fundamentals of supply chain and logistics management are consistent, and therefore the value of this publication is accordingly high across all sectors of industry and commerce.


With the addition of many important supply chain aspects in this latest edition, it is with texts such as Logistics Management and Strategy in your armoury that you can continue to drive further improvements in your supply chain. The great aspect of this text is its readability; it does not seek to lecture the reader, but imparts its wisdom in a straightforward and practical manner. Fundamentally, I believe that is the essence of the science of logistics. Every element of our complex logistical environment is captured in this book with new sections including integrated supply chain strategy; supply chain risk assessment and mitigation; global perspectives and coverage; the use of big data; approaches to automation; a wide range of agile practices; and planning approaches such as S&OP – all adding to the rich content.


In introducing this collaboration between Alan, Remko, Heather and James, my parentage springs to mind. This was another Anglo-Dutch partnership, albeit with different outcomes! I have spent the last 40 years in logistics, working in both British, American and Dutch environments. The last 25 of these have been in a global role.


It was a personal tragedy when I learned of Alan’s illness and eventual passing. As mentioned elsewhere, he was a fantastic contributor to the Agile Supply Chain Research Club and an inspiration to all of us who worked with him. I was fortunate to work with Alan for many years and it was a terrible loss to the world of supply chain when he sadly passed away, but this book is part of a tremendous legacy which he left to us all.


The output of the collaboration between Alan, Remko, Heather and now James rings true in so many areas and offers methods and approaches that will continue to drive our improvements in the coming years.


Paul Mayhew MSc, FCILT
Global Supply Chain Consultant, Wyndham Solutions Ltd


 

Preface


Logistics has been emerging from Peter Drucker’s shadowy description as ‘the economy’s dark continent’ for some years. From its largely military origins, logistics has accelerated into becoming one of the key business issues of the day, presenting formidable challenges for managers and occupying some of the best minds. Its relatively slow route to this exalted position can be attributed to two causes. First, logistics is a cross-functional subject. In the past, it has, rightly, drawn on contributions from marketing, finance, operations and corporate strategy. Within the organisation, a more appropriate description would be a business process, cutting across functional boundaries yet with a contribution from each. Second, logistics extends beyond the boundaries of the organisation into the supply chain. Here, it engages with the complexities of synchronising the movement of materials and information between many businesses. The systems nature of logistics has proved a particularly difficult lesson to learn, and individual organisations still often think that they can optimise profit conditions for themselves by exploiting their partners in the supply chain. Often they can – in the short term. But winners in one area are matched by losers in another, and the losers are unable to invest or develop the capabilities needed to keep the chain healthy in the long term. Thus the supply chain as whole loses its competitiveness from this short-term exploitative approach. The emergence of logistics has, therefore, been dependent on the development of a cross-functional model of the organisation, and on an understanding of the need to integrate business processes across the supply network.


Whilst its maturity as a discipline in its own right is still not complete, we believe that it is important to further develop logistics management and strategy. Tools and concepts to enable integration of the supply chain are starting to work well. Competitive advantage in tomorrow’s world will come from responding to end-customers better than competition and, to this end, understanding how to exploit the latest advances in technology that are developing at an increasing rate. Logistics and supply chain management play a vital role in this response, and it is this role that we seek to describe in this book.


The globalisation of logistics assumes that quality can be duplicated anywhere, that risks are relatively small, and that sustainability does not really matter. Case study 4.2 quotes an environmental activist as saying, ‘We are producing food in one corner of the world, packing it in another and then shipping it somewhere else. It’s mad.’ The reality is that twenty-first-century supply chains are developing very different profiles from those developed by the mindsets of 20 or 30 years ago. Risk is growing in its importance. Plans will need to be in place to prevent or mitigate the impact of financial, operational, natural and political uncertainty. It is both environmentally and economically right to focus on sustainability. Logistics stands at the heart of this debate.


This text has a clear European foundation and an international appeal. In line with the globalisation of logistics, we have included cases from other parts of the world than Europe – diverse though European logistics solutions are – including South Africa, the United States, Japan, China and Australia.


Accordingly, we start in Part One with the strategic role of logistics in the supply chain. We continue by developing the marketing perspective by explaining our view of ‘putting the end-customer first’. Part One finishes by exploring the concept of value and logistics costs. In Part Two, we review leveraging logistics operations in terms of their global dimensions, and of the lead-time frontier. Part Two continues by examining the challenges of coordinating manufacturing and retail processes, and the impact on logistics of just-in-time and the agile supply chain. Part Three reviews working together, first in terms of integrating the supply chain and second in terms of sourcing and supply management. Our book ends with Part Four, in which we outline the logistics future challenge.


This text is intended for MSc students on logistics courses, and as an accompanying text for open learning courses such as global MSc degrees and virtual universities. It will also be attractive as a management textbook and as recommended reading on MBA options in logistics and supply chain management.


In the second edition, we listened carefully to students and to reviewers alike and set out to build on the foundation of our initial offering. We updated much of the material whilst keeping the clear structure and presentation of the first edition. There were lots of new cases and we updated others. We attempted to touch on many of the exciting developments in this rapidly expanding body of knowledge, such as governance councils, the prospects for a radio frequency identification device (RFID) and the future of exchanges.


The third edition retained the clarity and up-to-date content that had become hallmarks of the previous editions. It continued to provide further new and updated cases to illustrate developments in the subject. Chapters 6, 7 and 10 were largely reconstructed, but we also made many improvements to other chapters resulting from our research and work with industrial partners.


The fourth edition built on the foundations we had developed so far, whilst continuing to update the content and keep it abreast of the rapidly developing logistics body of knowledge. Many of the cases were updated too and new ones introduced. Chapters 6 and 7 were again largely reconstructed, and we refocused Chapter 9 around sourcing and supply management. We continued to develop the theme of sustainable logistics, which we classify as a competitive priority right from the start.


We worked with Alan on the fifth edition before his death, after which we continued without his direct intervention, but very much within his guidance. That edition carried forward the healthy tradition established for this book by further developing areas on the basis of the latest research and providing cases to illustrate practice. In response to reviewers we further developed the alignment between marketing and supply chain, culminating in a new expanded section on segmented supply chain strategy in Chapter 2. We also took the opportunity to reconstruct and expand Chapter 3 on value and logistics costs, equipping the reader with the latest thinking on improving liquidity through supply chain management and approaches to making capital investment decisions. Risk readiness in Chapter 4 was also updated in the light of food scares such as the horsemeat scandal. Related to this, a new section was also added to Chapter 4 to address the global governance of supply chains.


Agility is not new but the concept has developed across organisational and relational practices. Chapter 7 was therefore reconstructed and expanded to reflect the body of knowledge now available on supply chains able to respond to unpredictable demand. Chapter 10 was revised to reflect the changing future and revisited corporate social responsibility from the perspective of supply chain trade-offs. Humanitarian logistics was also a new section, created in response to the growing number of humanitarian crises – both political and natural – and the need for existing supply chain strategies to be applied to save lives. As with all previous editions, many of the cases were updated and new ones introduced. In response to reviewers, we introduced more global cases, such as the Li & Fung case and also food supply chain cases.


For the sixth edition we were fortunate to welcome Professor James Aitken as a third active author. He brings with him a wealth of experience both in industry and academia and has greatly contributed to this edition. We felt it important to ensure that technological advances under the banner of Industry 4.0 were covered, so you will find such additions as big data and the Internet of Things covered in Chapters 2 and 10; the use of industrial robots and augmented reality in Chapter 5; 3D printing, adaptable distribution networks and drones in Chapter 7; an updated review of the use of radio frequency identification devices (RFID) and an entirely new section on blockchain in Chapter 8.


In response to reviewers’ comments we have improved and expanded the explanations of the balanced scorecard and the SCOR model in Chapter 3; covered in depth the changing role of logistics service providers, expanded risk management and added a section on tax efficient supply chains in Chapter 4; created a new section on the transaction cost economics (TCE) perspective of relationships in Chapter 8; and expanded the existing section on corporate social responsibility (CSR) in Chapter 10.


We also took the opportunity to improve Chapter 5 to focus more clearly on the various speed trade-offs and how they can be overcome, such as cost versus speed and variety versus speed. We also raise an interesting debate about managing time in a high process variety environment by being mindful of how that time is used. Finally, the section on strategies and practices for the situation where total logistics time (cycle time) is greater than the time the customer is willing to wait has been expanded. Chapter 6 also underwent significant improvement, including a new section on sales and operations planning, incorporating a new case study with a basic simulation tool, and an improved section on efficient consumer response (ECR). Finally Chapter 8 has been expanded to reflect its increasing importance; we have further developed the sections on external integration between companies and electronic integration.


As with all previous editions, many of the cases have been updated and new ones introduced, such as the use of collaborative robots at GKN Driveline, demand profiling at Tilda, supplier relationship management at Mars and many more. In response to reviewers’ comments, all but one of the 14 new cases relate to sectors other than retailing in order to improve the cross-sector balance of cases.


We are grateful to Paul Mayhew, formerly of Bausch & Lomb and later Johnson Matthey and now a Global Supply Chain Consultant at Wyndham Solutions Ltd.,  who has once again written the foreword. We are also indebted to Catherine Maryon, who has provided a personal foreword for this book to pay tribute to our beloved colleague and friend Professor Alan Harrison, who passed away in 2012. We will always miss Alan, and we are proud to take the book to a 6th edition as if he were still by our side.


We hope that our book will offer support to further professional development in logistics and supply chain management, which is needed today more than ever before. In particular, we hope that it encourages you to challenge existing thinking, and to break old mindsets by creating a new and more innovative future. Transformation of supply chains is a focus for everyone in the 21st century. Since we first launched this textbook in 2001, it has become a European bestseller and is popular in Australia, Singapore and South Africa. It is also developing an important following in the United States. Our book has also been published in local language formats in Japan, Brazil, Russia, China, Poland, Mongolia and Ukraine.
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How to use this book


This book is divided into four parts, centred on a model for logistics. The model for logistics is introduced in the first chapter of Part One, which places logistics in terms of its contribution to competitiveness, customer service and the creation of value. Part Two of the book focuses on leveraging logistics operations within the context of quality of service and cost performance objectives. Part Three focuses on working together, and Part Four pulls together four elements of leading-edge thinking in logistics, homing in on future challenges for the subject.
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The book has been arranged to take you through the subject in logical stages. The limitation of a text presentation is that the subjects are then arranged in sequence, and links between stages have to be made by the reader. We have set out to facilitate cross-linkages by including:




•activities at the end of many of the sections, which are aimed at helping you to think about the issues raised and how they could be applied;


•discussion questions at the end of each chapter to help you assess your understanding of the issues raised, and give you practice in using them;


•case studies, which draw together a number of issues and help you to think about how those issues are linked together in a practical setting. Use the study questions at the end of each case to guide your thinking.





We have sought to break up the text with figures, tables, activities and case studies, so rarely will you find two successive pages of continuous text. You should, therefore, regard the activities and case studies as an integral part of the method used in this book to help you to learn.


Where possible, discuss the activities and case study questions in groups after you have prepared them individually. Discussion helps to broaden the agenda and create confidence in handling the issues. Whilst you are studying this book, think about the logistics issues it raises – in your own firm or ones that you know well, and in articles in newspapers such as the Financial Times and magazines such as Business Week. Follow up the website addresses we have included in the text and again link them with the issues raised in the book.


A few words on terminology are appropriate here. We have taken the view that logistics and supply chain management (SCM) are sufficiently different for separate definitions to be needed. We have included these definitions in Chapter 1: logistics is a subset of SCM. ‘Supply chain’ and ‘supply network’ are used interchangeably, although we favour ‘chain’ for a few organisations linked in series and ‘network’ to describe the more complex inter-linkages found in most situations. Again, our position is explained in Chapter 1.


A summary is provided at the end of each chapter to help you to check that you have understood and absorbed the main points in that chapter. If you do not follow the summary points, go back and read the relevant section again. If need be, follow up on references or suggested further reading. Summaries are also there to help you with revision.


We have designed this book to help you to start out on the logistics journey and feel confident with its issues. We hope that it will help you to improve supply chains of the future.


 

Plan of the book
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Part One







COMPETING THROUGH LOGISTICS


Our model of logistics structures the supply network around three main factors: the flow of materials, the flow of information and the time taken to respond to demand from source of supply. The scope of the network extends from the ‘focal firm’ at the centre across supplier and customer interfaces, and therefore typically stretches across functions, organisations and their borders. The network is best seen as a system of interdependent processes, where actions in one part affect those of all others. The key ‘initiator’ of the network is end-customer demand on the right: only the end-customers are free to make up their mind when to place an order. After that, the system takes over.


Chapter 1 explains how networks are structured, the different ways in which they may choose to compete and how their capabilities have to be aligned with the needs of the end-customer. Chapter 2 places the end-customer first in logistics thinking, and develops the theme of aligning logistics strategy with marketing strategy. Chapter 3 considers how value is created in a supply network, how logistics costs can be managed and how a balanced measurement portfolio can be designed.
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