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COMPETITIVENESS BY REQUISITELY HOLISTIC
AND INNOVATIVE LOGISTIC MANAGEMENT

ABSTRACT

In the age of global expansion of business operations
and contemporary way of life the material and information
flows in and between different companies are growing rap-
idly; they are thus becoming more and more difficult to man-
age. Had business functions in companies been dealt with
separately until now (purchase, production, finances, sale,
etc.), today the emphasis is placed on their integration due
to their interdependence. By studying supply chains inside
and between business partners, companies can gain com-
petitive advantage and become more adjustable, taking the
increasingly changing market circumstances into account.
This enables them to meet consumers’ demands and expec-
tations requisitely holistically. Taking all the crucial activities
into account, the logistics management plays a key role in
the companies facing the challenges of the new millennium.
Based on the numerous megatrends, which influence each
and every business entity, this article aims to explain the in-
creasing strategic importance of logistics management. The
latter may not be dealt with one-sidedly as a cost; moreover,
the key aspects such as competitiveness as well as long-
term existence of a company must also be considered. In-
novation and systemic thinking in it and about it are needed.
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1. INTRODUCTION

Based on decades of experience in logistics, inno-
vation, and systemic thinking of most co-authors we
detected that the current prevailing understanding of
logistics is not requisitely holistic, but one-sided; it still

matches predominantly the market perception from
the times of local market and production for known
consumers who tend also to be neighbours. Thus,
we feel the need to contribute to a more/requisitely
holistic perception of logistics. Our thesis reads: the
key mechanisms for maintaining competitive advan-
tage today include a requisitely holistic approach to
logistics, standardization, or introduction of adequate
standards, high level of responsiveness, compatibility
with other elements of organizational structure and
business environments in general. We will apply the
Dialectical Systems Theory (Mulej, 2008, and earlier,
since 1974) with its law of requisite holism in order not
to make essential oversights/one-sidedness.

2. THE MARKET TRENDS AND LOGISTICS

Logistics has always been present in exchange
and production of goods. However, its importance
has grown during the current intense globalization
process. Companies have started to realise the impor-
tance of logistics’ organization and hence competitive
advantage. Today, companies are striving to meet the
needs of most demanding customers® expecting an
ever better customer service. Therefore, a company
may quickly lose its market share, if it cannot maintain
the desired level of customer service.

Logistics is a practice-oriented and solution-based
discipline, and has developed under strong influence
from physical sciences by making non-living phenom-
ena its study objects. The predominant objects of
study relate to tangible artefacts [10], but to a smaller
extent human intervention or influence. Logistics has
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grown out of physical distribution, transportation and
inventory management, where physical objects consti-
tute the structure encompassing an efficient and ef-
fective flow. Key performance objectives also strongly
indicate the physical dimension, and are methodologi-
cally shaped by operations research: truck-loads, on-
time in-full deliveries, inventory turnover (related to ex-
pire date and working capital), and out-of-stock (O0S)
situations. Logistics has welcomed the metaphor of
value chain and supply chain that essentially depict
a sequence of inter-related activities and structures
that share the image of an assembly line. By such a
mechanic and deterministic view, it almost becomes
self-evident that causality - the cause-effect relation-
ship between various stages in the material flow - be-
comes the predominant scientific explanation.

According to New and Payne [19] the dominant
causal models in logistics focus on the consequences
of logistic activities in terms of performance. Logistic
activities are assumed to be something “designable” -
explained as a result of deliberate choice and expect-
ed better performance. This design orientation has
produced insights with clear managerial relevance. As
implied later, however, the consequences are a myopic
view on what factors are relevant in order to under-
stand the logistic performance.

The trend of logistics development mainly depends
on globalization of the world economy, which has fa-
cilitated a number of factors that influence production
growth, commoditisation of products, and differen-
tiation of consumer needs. Fierce competition among
companies, shorter product lifecycles, and recent cri-
sis-related events call for adjustment of all the supply
chain participants. Here, logistics management will
play an enormous role, as it will influence either the
success of businesses or their failure. Therefore, lo-
gistic costs? will also play a decisive role in business
competitiveness® in the global market, and belong to
advantages that distinguish the given organization
from other suppliers in the market.

On those terms, logistics must face today the meg-
atrends in the global market. This requires avoidance
of one-sidedness and routine-loving business, while
consideration of requisite holism of approach and in-
novation are unavoidable in the management of logis-
tics.

3. DEPENDENCE OF OPTIMAL LOGISTICS
ON REQUISITE HOLISM AND INNOVATION

In order to manage our knowledge of logistics, we
must also take into consideration the contemporary

Table 1 - Market development and the needs for innovation and systemic thinking

in the contemporary phase of social-economic development

Impact of humans on natural

RANDOM MARKET

sumption and oc-
casional exchange of
random surpluses

humankind grows in number
and needs / requirements

Viewpoints Basic relation/s be- ) Humankind’s interdependence
; environment . .
Type of tween production . with natural environment
. (exposing human . .
market and consumption . (requiring more holism)
one-sidedness)
Oldest: Producers’ own con- Minimal impact, growing as Intuitive human consideration of

nature based on experience in
agriculture, gathering, hunting,
wood cutting, fishing and mining

Exceptional today:
SELLERS’ / PRODUC-
ERS’ PREVAILING
POWER = PRODUC-
ERS’ MARKET

Growing production for
poorly considered, known/
unknown, custom-

ers, who lack impact

over suppliers (supply
smaller than demand)

Specialization and narrow
thinking grow and so does
the humans’ detrimental
impact on nature (especially
by industrialised production)

Nature is subordinated to

profit, jobs depend less on nature,
more on growing urbanisation
and manufacturing as well as
industrialised agriculture

Neoliberal un-

real model:
BUYERS’ / CUSTOM-
ERS’ PREVAILING

Growing impact of custom-
ers requiring satisfaction

/ total quality of prod-

ucts and services, and

Specialisation and its bad
one-sided impact over
nature keep growing, so
does biased application of

Nature is still subordinated to
profit, but nature is thought of
more due to cost, caused by
backslash of oversights caused

BUYERS' MARKET

total quality of products,
services and conditions
of life (supply much
bigger than demand)

nature & its dramatic conse-
quences for humans’ survival

POWER = BUY- conditions of life (supply science, causing need for by one-sided acts for profit;

ERS’ MARKET bigger than demand) inter-disciplinary cooperation | inter-disciplinary insight grows
Contemporary: Increasingly organised Growing awareness about Same as before, but world-wide of-
STATE / GOVERN- / legalised impact of the terrible impact of human- | ficial documents and actions urge
MENT SUPPORTED customers demanding kind’s one-sided impact over | governments and businesses as

well as humans to be more holis-
tic; so does a part of market (e.g.
by requiring social responsibility)

Source: (Mulej at al., 2008; renewed)
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Table 2 - From supplying to sustainable and socially responsible company

- growth of need and the choice of topics on innovation

Decade Market & social requirements Enterprise’s ways to meet requirements Type of enterprise
1945- | Covering of post-war conditions Supply anything; supply does Supplying
of scarcity, rebuilding, etc. not yet exceed demand Enterprise
1960- | Suitable price (as judged Internal efficiency, i.e. cost management Efficient
by customers) Enterprise
1970- | The same as earlier X* qual- Efficiency X technical & commer- Quality
ity (as judged by customers) cial quality management Enterprise
1980- | The same as earlier X range The same as earlier X flexibility management | Flexible
(as judged by customers) Enterprise
1990- | The same as earlier X unique- The same as earlier X innova- Innovative
ness (as judged by customers) tiveness management Enterprise
2000- | The same as earlier X contribu- The same as earlier X SD Sustainable
tion to sustainable development Enterprise
(SD) (as judged by customers)
2010- | The same as earlier X social respon- | The same as earlier X honesty reaching Socially responsible reg-
sibility (as judged by customers) requisite holism and wholeness beyond uisitely holistic enterprise
legal demands, i.e. social responsibility

Source: (Mulej at al., 2008, renewed)

Table 3 - Management of innovation, i.e. invention-innovation-diffusion process, today

Training

Professionalism and creativity as well as creative co-operation (will and the abil-
ity and organization for team-work) - seminars, manuals, praxis

Vision

Sustained competitiveness including social responsibility by requisite holism and innovation

Mission

Above-average achievement of systemic quality of the entire business, not only products

Policy

Continuous and goal-oriented search for possible innovations and
their implementation /realisation using a special strategy5

Strategy

To assess and develop one's behaviour in line with ISO 9000 (version from 2000: sys-
temic thinking included) and in line with the European quality/excellence award (new ver-
sion: the basis is learning and innovating) - yet not in a bureaucratic way (which only en-
ables monitoring); support to innovation in strategies of all business functions, too.

Tactics

Organized criticism - source for encouragement for creation of ideas, inventions,
suggestions, potential innovations and innovations, partly individually but main-
ly through co-operation with the invention-innovation groups/teams/circles.

Praxis

Regular creation of ideas, inventions, suggestions, potential innovations and in-
novations, removal of barriers (if possible) in advance (especially routine-
loving and bureaucratic thinking), and diffusion of innovation.

Monitoring and
intervention

MCIQP - management committee for innovation and quality promotion; meets every 3
or (later) 6 months: 1. Assessment of achievements of all units, 2. Variable part of unit
manager’s income in relation to that, 3. Approval of new innovation objectives.

Rewarding

Non-monetary (e.g. information that managers and co-workers view you as creator) and
monetary (for example: one half of income, received from innovation is going to the com-
pany, one half to co-workers, of which 30% go to authors and co-authors, 10% for the
entire unit that came up with the idea, 10% to everyone, including managers)

Source: (Mulej at al., 2008, renewed)

Table 4 - Equation of conditions for innovation

INNOVATION = (invention X entrepreneurial spirit and entrepreneurship X requisite holism X democratic
governance, management and leadership X co-workers X innovation-friendly culture X suppliers X con-
sumers X competitors X social environment X natural environment X occasional events / luck)

Source: (Mulej at al., 2008. renewed)
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reality and knowledge that is summarized in Tables

1-6 [24], [21], [22]:

- Table 1 shows that the circumstances of the state-
supported consumer market and its fierce competi-
tion must be taken into account, including logistics.

- Table 2 shows that contemporary business partici-
pants lack the time to slowly adjust to the new re-
quirements on the market. In logistics, innovation
is a rapid process, too.

- Table 3 shows that one constantly has to follow up
the new requirements and plan creatively, requi-
sitely holistically and flexibly, in order to be innova-
tive enough.

- Table 4 shows how complex it is to be innovative: all
mentioned factors are very important and interde-
pendent.

- Table 5 shows that during the innovation process,
one cannot consider just the technological subsys-
tem of inventions, potential inventions, or innova-
tions; there are eight essential contents of them.
Amongst them, what matters most is what is the
most influential, as it paves the path for other in-
novations: this is a move from innovation manage-
ment with the leadership style “I think, and you
work and say nothing”, into innovation manage-
ment with the leadership style “all of us think, cre-
ate, work and hence we innovate together”. This is
also a shift from the “closed innovation” style, sup-
posing we have all the knowledge and other suc-
cess factors needed, into “open innovation” style,
supposing that for contemporary innovation pro-
cesses the research, studying, development, and
other knowledge comes from everywhere around
the world. At the same time, no inventions, sugges-
tions or potential innovations should be stored but
marketed at the earliest possible time [3], [4], [15],
[16].

The market position of contemporary logistics as
briefly summarized in Tables 1-5, is clearly so complex
that the requisite holism of its approach to business
management and innovation is urgently needed. The
European Union’s viewpoint is shown in Table 6. The
EU explicitly calls for systemic thinking, yet not for any
kind of systemic thinking, known today (for overview of
them see: [8]). It is important here not to put empha-
sis on detailed and mathematically-oriented descrip-
tion of the chosen notion from any single viewpoint,
but on the Dialectical System Theory [24], and dialec-
tic network thinking [30], [33], [31], [32]. They both
aim at integration of experts from various specialist
fields. The main points have been briefly summarized
in Tables 7-9.

Humans who allow themselves to remain closed in-
side single selected viewpoints, tend to cause crucial
oversights and resulting failures rather than requisite
wholeness of their results, because they do not use
interdisciplinary creative cooperation leading to requi-

site holism of their approach. Some assessments of lo-
gistics resulting from requisite holism including cases
are briefed in the following part of this contribution.

4. DISCUSSION

4.1 Logistics adds value, not cost

Logistics is usually referred to as an activity which
deals with management of material flows from sources
to users, within and between companies and/as cus-
tomers. Hence, logistics encompasses the physical
flow of materials and services and all relevant informa-
tion and know-how flows from suppliers to producers,
retailers, and to the end-customers. Logistics actually
supports the physical or material part of the entire life-
cycle of a product as well as its reverse path’.

As an important part of the value chain, logistics
also impacts business processes from suppliers via
manufacturers to supermarket shelves or the entire
industrial supply chain. That is why the main task of
logistics is to provide an optimal flow of materials in
the supply chain, in which companies can act as sup-
pliers, manufacturers or distributors. All of them must
provide the right goods and services at the right place,
at the right time and in the right quantity and quality,
at the lowest possible costs and causing minimal envi-
ronmental damage.

This is why logistics is a crucial supportive process
in companies and their supply chains. It encompasses
all processes from forecasting, demand, and supply,
planning of needs and production to material busi-
ness, warehousing, material management, packag-
ing, commissioning, distribution, transport, sales and
after-sales activities and recycling.

A belief that logistics activities and processes cre-
ate costs as such is too simplistic. This stems from the
belief that warehousing, transport and material man-
agement neither incur costs nor add value. If added
value is perceived as an increase or improvement of
value for users, price, function or usability, then logis-
tics adds value. What is the value of a product in a
supplier's warehouse rather than on the production
line of a user or on supermarket’s shelves? How use-
ful is a tool in a warehouse; and how useful is it when
it is used? If logistics is just a cost, then: why do com-
panies keep building modern warehouses for the in-
coming materials and component parts, and outgoing
warehouses for products, transport lines and systems,
distribution centres, automatic material management
and products, and the like? Probably, due to the fact
that material cannot flow without transport, warehous-
ing, and management of material and products.

Though, logistics may become a cost providing for
no or poor benefit, if the managerial approach to it is
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Table 5 - Typology of inventions/suggestions, potential innovations, and innovations

Three networked criteria of inv., sugges- (2) Consequences (3) On-job-duty to create inv., sugg.,
tions, pot. innov., and innovations of innovations potent. innovations, and innovations
(pj(-))tgr?t?;f?r:r?clcvlz::i?)rrg,Ogsljsilrﬁi?/zttlizrr]lss’ 1. Radical | 2. Incremental 1. Duty exists 2. No duty
1. Business program items 1.1. 1.2. 1.3. 1.4.
2. Technology (products, processes...) 2.1. 2.2. 2.3. 2.4.
3. Organization 3.1. 3.2. 3.3. 3.4.
4. Managerial style 4.1. 4.2. 4.3. 4.4,
5. Methods of leading, working and co-working 5.1. 5.2. 5.3. 5.4.
6. Business style 6.1. 6.2. 6.3. 6.4.
7. Management process 7.1. 7.2. 7.3. 7.4.
8. Values, culture, ethics, & norms 8.1. 8.2. 8.3. 8.4.

Source: (Mulej at al., 2008, renewed)

Table 6 - Systemic thinking about innovation according to EU definition (2000, p. 6).

‘The Action Plan [First Action Plan for Innovation in Europe, 1996, based on Green Paper on Innovation,
1995] was firmly based on the ‘systemic’ view, in which innovation is seen as arising from complex interac-
tions between many individuals, organizations and environmental factors, rather than as a linear trajec-
tory from new knowledge to new product. Support for this view has deepened in recent years [7]'.

Table 7 - The difference between (1) fictitious, (2) requisite and (3) total holism

Z N

N I
One-sidedness, restricted Dialectical system (= network), that connects in a synergy Total holism with the net-
to only one aspect - mental all essential and only essential aspects into a rational work of all aspects - men-
picture, causing fictitious and/or emotional picture about the discussed notion that tal pictures; it reaches
holism, usual with narrow matches the requisite holism and hence reduces reduction- beyond human capabili-
specialists with no interdisci- ism to the extent that it enables a real enough cognition ties, even by interdisciplin-
plinary creative cooperation and action, by interdisciplinary creative cooperation . ary creative cooperation

Source: (Mulej at al., 2008, renewed)

Table 8 - Definition of holism according to dialectic system theory

Holism encompasses thinking, decision-making and action that further includes:
(1) the entire whole (systemic),

(2) its single parts (systematic),

(3) relationships (interdependence, dialectics) and

(4) reality (closeness of thinking to reality),

as a system, i.e. network, everything is interwoven, interdependent.

Source: (Mulej at al., 2008)

Table 9 - Systemic thinking - short definition

Systemic thinking is a way of thinking that aims at requisitely holistic human behaviour leading to requisitely holistic and

hence satisfying outcomes of actions:

- considers and emphasizes interdependence rather than isolation of single parts of reality and/or single viewpoints/
aspects of humans as specialists in fragments of the entire given bulk of knowledge;

- connects viewpoints and thus builds bridges between specialists;

- does not abolish the meaning of specialisation, but instead supplements it through cooperation between specialists that
will create synergies;

- does not conceal the actual complexity or complication for the over-simplification not to cause complicated consequenc-
es®

Source: (Mulej at al., 2008, renewed)
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not requisitely holistic and thus does not result in reg-
uisitely wholeness of its outcomes. Holism and whole-
ness depend essentially on the definition of goals of
logistics management [24], [22].

4.2 Goals of logistics management

Goals reflect, and result from humans’ starting
points concerning the processes to be managed and
mastered. Thus goals depend on five interdependent
components of humans’ subjective starting points
[20]:

- Objective needs, which are expressed e.g., as de-
mand in markets, including the demand for logistic
services;

- Objective possibilities, which are expressed e.g. as
available sources in nature and markets, including
logistic capacities and facilities;

- Subjective knowledge on content, which persons in
charge of drafting of, and decisions on, goals defi-
nition have and use to answer the question what is
the essence of what is dealt with, such as logistics;

- Subjective knowledge as know-how, which the
same persons have and use to answer the ques-
tion “how can we handle it”, such as logistics pro-
Cess;

- Subjective values, which the same persons have
and use as their more or less emotional back-
ground of their actions, such as ambitions concern-
ing logistics.

With the synergy of their three subjective attributes,
humans in charge perceive objective need and possi-
bilities and select from them the preferential ones in
order to define their goals requisitely holistically.

In the case of logistics management this insight im-
plies several requirements including the consideration
of the following experiences:

- Logistics management is an interdisciplinary and
universal combination of many activities (from fore-
casting, demand, supply, demand and production
planning to material business, warehousing, han-
dling of goods and services, packaging, commis-
sioning, distribution, transport, sale and after-sale
activities, etc.).

- Business logistics is a social process. That is why
the content of this universal process follows the
social development tendencies. The increasing glo-
balization of markets and greater individualization
of needs, ICT, environmentally friendly implementa-
tion of logistics services and increased presence
of terrorism and crime are the five megatrends
[17] that call for the innovation of business focus.
Hence, they present a real challenge to logistics
management. In the past few years these five meg-
atrends have been shaping business logistics.

- System logistics management will be shaping and
integrating goals, decision makers, structure and
the company’s ability of flexibility depending on the
current combination of different megatrends. Tak-
ing social megatrends into account can help com-
panies gain competitive advantage by choosing ap-
propriate logistics strategies.

- Fiercer competition in international markets forces
companies to be innovative. Companies must thus
constantly prove that they are trustworthy and can
at the same time expand to new markets. This is
only possible if companies are market-oriented.
This is also true for all business systems in a com-
pany, a part of which is also logistics as an impor-
tant business function. Market-oriented logistics
calls for the following prerequisites:

1. Familiarisation of markets;

2. Implementation of the concept of efficient cus-
tomer service;

3. Offering the right quantities of goods at reason-
able prices at the right place and at the right
time;

4. Covering after-sale services.

Logistics systems must thus have the objective to
meet customers’ needs and contribute to the entire
efficiency of the company. In this way, the outcomes
of the operation may be assessed. Knowledge what lo-
gistics is and/or what its goals are enables companies
to determine the operational tasks and organizational
mode. The aim of logistics system is to optimally pro-
vide production with needed materials and energy and
optimally provide users with products in desired quan-
tity, quality and at the right time. The aim is to achieve
an optimal level of supply service [27].

This aim is easier to attain, if reality is considered
and related actions are based on requisite holism and
innovation.

4.3 Megatrends

In Chapter 4.2 we briefly discussed the following
five contemporary megatrends:

1. Increasing globalisation of markets,

2. Individualisation of customers’ wishes,
3. Information computer technology (ICT),
4

. Environmentally friendly implementation of logis-
tics services, and
5. Increased presence of terrorism and crime.
Apparently, the financial and general economic
crises could and should be added in 2008 and later
because these have become social.
Chapter 3 added megatrends of ways of solving
the issues of these five megatrends, and the crisis of
2008 and later.
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If we look at the findings summarized above, we can
see that the megatrends have two common denomina-
tors that have been highlighted in Chapters 3 and 4:

- The need for successful new solutions, i.e. innova-
tions in logistics and elsewhere, as we cannot solve
problems by using means which have caused them;

- The need for requisite holism and wholeness in lo-
gistics and elsewhere, so that the invention-inno-
vation process can yield innovations instead of fail-
ures, which is too often the case. The assessment
of innovation projects of big companies has namely
concluded that the success rate of these process-
es is less than 5 per cent [26]. This means that less
than one thousandth of ideas is successful. A small
number of ideas - inventions become recorded sug-
gestions, small number of suggestions becomes
projects and a minority of the projects provides po-
tential innovation. And only a minority of them suc-
ceeds in becoming an actual innovation.

The main issue in logistics is requisite holism and
innovation of operation and cooperation of experts in
the field. How essential it is to consider the natural
environment cannot be discussed at this point and is
hopefully not needed, as the sources speak for them-
selves [1], [2], [6], [35]. However, one needs to point
out that many sources [23] indicate that the most es-
sential management innovation is the fact that it is
holistic and innovative, as well as that it promotes so-
cial responsibility [11], [12], [13], [14], [34], [25] and
contemporary ethics [28], [29]. The main part of in-
novations management would be the development of
company’s competences, to be open to novelties from
research institutions and implement them into their
praxis [21]. However, this calls for further research
that should tackle new kinds of megatrends.

5. CONCLUSIONS

The main goal of successful companies is survival
and profit by a solid and stable competitive advantage.
Changing conditions of production and demands of
the changing environment are forcing the companies
to adjust to such changes using different combina-
tions of business factors. Logistics management or
business function of logistics will play a more and more
important role. It is thus a complex “synergetic activ-
ity”, which encompasses several sub-functions of the
economic system, each of which could be dealt with
individually. However, it is important that the bundle
of connected activities promotes safe, ecological, fast
and cheap movement of raw materials, semi-finished
products and finished products to final consumers. If
the companies can do that then we can talk about an
efficient and successful logistics management and
hence satisfied customer. To this end, companies
must engage in innovations using the requisite holism

to attain requisite wholeness of outcomes and there-
fore to succeed.
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POVZETEK

DO KONKURENCNOSTI S CELOVITIM IN
INOVATIVNIM LOGISTICNIM MANAGEMENTOM

Doba globalne ekspanzije poslovanja in sodobnega
nacina Zivljenja povzroCa hitro in vedno teZje obvladljivo
rast blagovnih in informacijskih tokov v podjetjih in med
njimi. Ce smo nekdaj obravnavali poslovne funkcije v pod-
jetju (nabavo, proizvodnjo, finance, prodajo ...) lo¢eno, se
danes stroka vse bolj posveCa njihovemu povezovanju
zaradi soodvisnosti. Proucevanje oskrbnih verig v podjetju
in med poslovnimi partnerji daje podjetju moZnosti, da post-
ane bolj konkurencno in bolj prilagodijivo, glede na vedno
hitrejSe spreminjanje trznih razmer. To pomeni ¢imbolj ce-
lovito zadovoljevanje odjemalCevih zahtev oz. pricakovanj.
Pri spletu teh aktivnosti ima kljucno vlogo menedZment
logistike kot odgovor in strategija podjetij, pripraviljenih na
izzive 21. stoletja. V ¢lanku smo Zeleli pokazati, kako se na
Stevilne t.i. megatrende®, ki vedno bolj vplivajo na poslovanje
slehernega gospodarskega subjekta, povecuje strateski po-
men menedzmenta logistike. Slednje ne smemo enostran-
sko obravnavati kot stroSek, ampak celoviteje, tj. kot kljuc¢ni
vir konkurencnosti in dolgoroCnega obstoja podjetja.
PospesSevati moramo inoviranje in sistemsko razmisljanje o
in v njej.

KLJUCNE BESEDE

menedzment logistike, logistiCna strategija, oskrbne verige,
megatrendi, inoviranje, sistemsko razmisljanje
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