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By 2013, the frequency of pirate attacks on shipping in the Indian Ocean was negligible. With increased international 

patrolling by air and sea and heightened vigilance on the part of ships’ crews, Somali pirates were finding the pickings 

increasingly slim. Although it seems that the worst is over, the surge in piracy off the Somali coast in the Indian Ocean is 

just one example of the many logistics challenges that organizations can face when transporting goods around the globe.1

In this chapter, we will discuss the logistics function, which includes the activities needed to transport, 
warehouse, and distribute products. Increasing globalization and liberalization of trade has triggered 
intense competition, forcing both private and public firms to be more innovative and efficient in design-
ing their logistics activities. Consequently, it is one of the most important functions in today’s busi-
ness world. Companies such as Wal-Mart (Wal-Mart Stores Inc., Bentonville, AR) and FedEx (FedEx 
Corporation, Memphis, TN) excel in their logistics and reap the benefits of improved profitability and 
enhanced reputations as a result. As an example of their proficiency, when Hurricane Katrina devas-
tated New Orleans, Wal-Mart beat the Federal Emergency Management Agency and the American 
Red Cross to the hardest hit areas, delivering relief supplies. Wal-Mart was able to respond so rapidly 
because the company performs these activities every day and has mastered the art of logistics.2

11.1 Integrated Logistics Management
Most businesses devote between 10% and 35% of their gross sales, depending on the nature of busi-
ness, its geographic location, and the weight and value of its products, to logistics costs.3 Integrated 
logistics management (ILM) refers to the practices used to control the movement of these products 
(and the associated costs) so that there is a continuous and uninterrupted flow of materials and 
products from suppliers to manufacturers to the final consumers. Integrated logistics management 
systems can help keep logistics costs down, improve the satisfaction of customers, and help a firm 
become more competitive to grow its revenues.

Figure 11.1 shows the various activities of an integrated logistics management system. In the 
following sections of this chapter, we examine what each part of this system accomplishes.

11.2 Order Fulfillment
Order fulfillment is the process by which a company responds to customer orders. It includes all the 
activities from the initial contact with the customer to the delivery of that order. Order fulfillment is 
a critical logistics activity because it influences customer satisfaction and often determines whether 
customers will do business with the firm again. A company can receive an order from a customer by 
mail, fax, or telephone, through its sales staff, using an electronic data interchange (EDI, which is the 
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FIGURE 11.1: Integrated Logistics Management System
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