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Section One:
Understanding Logistic Services and its
Development
1. Understanding Logistic Services.
•

•
•

•

•

•

Logistics is defined as the art of strategy. It is the knowledge of how to manage the flow
of supplies, capabilities, products, services, and other resources ‐ even people from the
production area to the marketplace. It would be very difficult or impossible to
accomplish any global marketing, or global import/export operation, or shipping
operation for the movement of primary resources or finished products or the
manufacture of products without the support of professional logistical services.
Logistical services include: the gathering of important relevant information,
transportation of goods, inventory, storage, processing and packaging.
In 1991 the Commi ee of Management Strategy, a marketing organization established
in the United States, defined logistics as "the operation of planning, implementing, and
controlling the flow of merchandise, as well as any necessary storage, services and
information pertaining to it from the point of production all the way to the point of
consumption in order to please the consumer." Thus, the organization limited the
definition of strategy or logistics to the field of operations.
However, The Oxford Dictionary of the English Language defined logistics as "a branch of
military knowledge specifically related to the recording, tracking, transportation and
protection of general materials or special materials."
In order to use logistics in the field of operations as it is understood and defined
requires effectively managing the flow and storage of merchandise, services and
information as needed from the raw materials stage all the way to the final stage of
consumption.
The use and implementation of logistics has facilitated management division operations
on the industrial level and in regional and management integration on the global
international scale. That means that logistics has played a part in stabilizing trade and
production routes and even in formulating the new way of international division of
labor.
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•

•

•

And finally, logistical organization includes initiatives in several areas such as:
acquisitions, storage, transportation, consumption, bottling and packaging, customer
services, and scheduling production requests.
Perhaps the most important aspect of the logistical goals in the management of these
initiatives is the necessity for the organization and integration of these initiatives with
the aim of fulfilling production and customer service needs at the appropriate time,
place, and manner that is desired which will lead to the strengthening of areas of
competition for the organization and increase its profits.
Acquisitions and storage are some of the main initiatives in organizational logistics
because it meets the needs of the organization in terms of raw materials, equipment,
and other production requirements. Experts es mate that 50% of the problems that
companies face concerning quality are due to inadequate acquisitions management.
And the cost of storage affects the overall framework of costs and subsequent
profitability to a great degree. Furthermore, the role of storage is not limited to the
preservation and protection of raw materials and products. Rather, its role extends to
raising the equity of the investment capital in the stored items, guaranteeing the flow of
products to the marketplace, ensuring a greater volume of sales and supporting the
competitive power of the organization.

2. The Development of Logistic Services and the Root of the Word “Logistics”.
•
•

•

The origin of the word logistics goes back to the ancient Greek word logos which means:
ratio, calculation, reason, speech, oration.
The development of the logistics originated in the military since this term was first used
by the French army in 1905 with the goal of securing the arrival of supplies and
provisions at the appropriate time and the best possible way. The term was used often
during the time of World War II inasmuch as it was one of the factors that helped the
Allied Forces. The world war did not come to an end until studies began appearing with
the aim of implementing logistics in the field of manufacturing. This came to be known
as Business Logistics since it became evident from the studies that were conducted in
this field that approximately 40% of the produc on cost for any item in technologically
advanced countries could be prevented by logistics initiatives.
Since most of the companies in those countries use similar production technologies it
became impossible for them to distinguish themselves competitively or to strengthen
their competitiveness without reducing the cost of logistics initiatives with support
initiatives for production projects whether they were (1) pre‐production costs such as
purchasing raw materials (or importing them), transporting them, storing them, and
securing them. Also performing the necessary related banking operations. (2) Logis c
initiatives completed during the production process such as internal consumption
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•

projects. (3) Logis cs ini a ves that are completed a er the produc on process in areas
like bottling and packaging, distribution, storage and shipping, security, and after
purchase services etc.
Perhaps the most important distinguishing characteristic of logistical initiatives are two
things that were present before the advent of logis cs: (1) These ini a ves are
accomplished thru unity. In other words it is the implementation of cooperative
integration with the goal of benefitting from economy of scale. (2) These ini ates are
completed with the use of organized information.

3. The Reasons That Lead to Dependence upon Logistical Services.
•
•
•
•

The inability to provide human resources and necessary capital to provide services at
the desired level internationally.
Not dedicating enough time necessary to develop corporate abilities in this area.
Corporations entered into new markets and areas of activity with radically different
logistical needs than they were accustomed to.
Obtaining logistical services from an outsourced third party is more economical than
integrated logistical techniques.

Section Two:
Types and Categories of Logistical Services
It is possible to divide logistical services into three main categories:
•

•

•

Express Mail: express mail is primarily used for shipment by air and/or sea to deliver
receipts, documents, and packages. It is possible for express mail delivery companies to
own all of the airplanes and vehicles needed or they may enter into a special rental
agreement or long term lease agreement. Normally packages do not exceed a weight of
50 kg.
Cargo and Storage: provides large scale shipping services for materials that normally
weigh more than 50 kg. It uses every means of transporta on including air, sea, land,
and rail.
Continuous Support Services Management (Supply Train Services Management):
provides a number of integrated services such as extending support in material
shipment which includes: warehouse management, internal and external support
services, application and requests management, and a number of various other valuable
services such as product assembly, and packaging and labeling.
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1. The Express Mail Market.
•

•

•

•

The Express Mail Services sector is possibly the liveliest sector in the global economy in
general and it is certainly the liveliest in the growth economy. This is directly
attributable to the rise in trade relations between various economies. As a result of this
trade, the value of express mail services has reached 30 billion dollars a year according
to the most recent global statistics (The European Commission for Express Mail). And it
is expected in the not to distant future that annual growth in this sector will reach 25%‐
35%.
The Commercial and Manufacturing sector and especially the Finance and Marketing
sector are the main motivating factors for the interest in express mail services. Another
factor is the growth in mutual trade relations between various national economies.
It is possible to consider the marked advancements in the electronics industry and the
commercial production of electronics along with advancements in economic and
business services in various areas as an advanced look at what the future will demand of
logistical services, in particular the express mail market. An example of this can be found
in India which is a developing country that has been able to build a strong foundation
through building technical and industrial cities. At the same time India increased the
scale of its foreign relations with other countries which resulted in many international
companies desiring to move production there because of the cheap cost of labor and
lower overhead expenses. These and other factors led to an increased demand for
express mail, transportation and storage services.
China is another developing nation whose economic growth is expected to continue
rising and it also has an increased demand for express mail, transportation and storage
services. We saw in 2005 the connec on between those countries who adopt a global
marketing system that allows foreign companies to invest and establish companies ‐
especially companies in the field of express mail, transportation and storage services ‐
and an increase in opportunities for companies working in the logistical services sector
and the mail sector in general.

2. The Transporta on and Storage Market.
•

•

The transportation and storage sector along with loading operations is considered one
of the most important sectors in the movement of goods and merchandise by land, air
or sea.
The secret of the importance of loading and transportation along with the storage of
partially manufactured or manufactured goods and merchandise until they reach the
consumer lies in the fact that it has become one of the essential determining factors of
the final cost of a product.
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•

•

•

•

Looking at current trends in the global production sector we find that it supports the
idea of special contractors for transportation and storage who meet certain
requirements because they have a built in desire to reduce costs. Also there is a reliance
upon regional transportation and storage facilities for goods and merchandise because
it ensures faster delivery of products to the consumer.
The primary reason that supports the idea of private contractors shipping and storage
operations in addition to what we already mentioned in terms of cost reduction is the
rising cost of insurance for goods and merchandise for the producer. The opposite is
true for outside contractors who spread their insurance costs evenly between more
than one operation and more than one producer at the same time.
Asia and the Pacific Ocean is considered the largest market for the air transportation
sector and in the interna onal supply sector since it generates 36.8% of the sectors
business. The United States is the second largest market in this sector globally since it
accounts for 28.8% of business in this sector.
Global indicators suggest that the transportation and storage sector will grow each year
by 4.5%‐5% if we look at improvements in basic infrastructure that most developing
nations are making in sea, air and railway transportation. As a result there will be even
more growth opportunities in this sector and costs should decrease.

3. Continuous Support Services Management (Supply Train Services Management)
• Global indicators point to an increasing tendency for companies to choose companies
that have the ability to provide complete solutions in Continuous Support Services
Management (Supply Train Services Management). This entails the organized flow of
three things: (1) goods and merchandise, (2) informa on and (3) money. There will be
increasing demand for Continuous Support Services Management (Supply Train Services
Management) in accordance with increased demand for specific resources able to
provide competitive products and services and production of new products in a shorter
time.

Growth Opportunities in the Continuous Support Services Management (Supply
Train Services Management) Can Be Summarized In the Following Points
•

Manufacturers and parts makers have begun focusing on basic self sufficiency and they
have adopted the concept of centralizing main activities and transferring logistical
services to external contractors with the aim of achieving the highest quality of
performance at the lowest price. For that reason transportation companies have begun
to move in the direction of offering comprehensive transportation services that meet all
the needs of customers including delivery, storage and finalizing customs clearance etc.
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•

•

Increases in market activity: There is a definite inter relationship global market activity
and growth in world trade. So whenever demand for products and merchandise
increases the need for logistical services increases as well.
Mergers: As a result of increased competition and the need to provide complete and
comprehensive services companies have started to expand the geographical area that
they cover and the range of services that they offer by merging with other companies or
by buying other companies in the same sector.

Section Three:
International Features of The Logistic
Services Sector
•

•

•

•

According to a report done by The Working Group on Logistics, the net global market for
support services is more than 320 billion U.S. dollars per year and it is continuing to
grow annually anywhere between 3%‐10%. Europe and the United States account for
the largest and most developed market share for support services with an annual
growth rate of 4%. The comprehensive market share for North Africa and the Middle
East has the fastest growth rate, currently at about 10%, and analysts expect annual
growth to reach 25% in the logis cal services sector. In the United States three main
players have emerged in the logistical services sector : Fed Ex, UPS, and DHL. All
together these three companies have taken control of 75% of the American market
share in express mail with Fed Ex leading them all controlling 50% of the American
market share. Fed Ex is considered a production leader in the U.S. since it alone controls
60% of package delivery services in the market there.
In the beginning of 2003, DHL took over Airborne which enabled it to strengthen its
position in the American market and increase its market share. DHL is now one of the
strongest and most influential companies operating outside the U.S. in the European
and Asian markets.
Some es mate that logis cal opera ons account for 10%‐20% of produc on costs for
merchandise. 75% of produc on and supply companies are either using, or investigating
the use of services specifically related to the field of logistics.
It has been observed that many companies are entering into this expanding field
because it is a broad area that requires competency and more importantly
competitiveness.
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•

It is well known that a large number of global companies are successful due to their use
of outside sources that provided them with some form of logistical services.

Section Four:
Logistical Services in the Middle East
•

•

•

•
•

•

•

The economy of the Middle East has enjoyed remarkably sharp growth over the last few
years in the Arabian Gulf due to a marked increase in oil revenues as well as
diversification into fields outside the oil sector. It is estimated that Middle Eastern
economies have achieved remarkable growth reaching up to 5%. last year.
Overall growth has led to a rise in the liquidity level in the economy which resulted in
other non‐oil based economies witnessing remarkable growth. Especially the business
and finance sectors as well as the construction and manufacturing sectors.
Estimates indicate that the market value for express mail in the Middle East will reach
10 billion dollars. . The market share of the Gulf States is 1 billion dollars, about 10% of
the express mail market in the region.
The United Arab Emirates controls about 35% of the express mail sector in the Gulf.
The Kingdom of Saudi Arabia controls 55% of this sector in the Middle East and its
investments in the sector have reached 300 million dollars. There has been reasonable
growth of 17% in the express mail sector over the last 5 years and it is expected that the
adjusted annual growth of this sector in the region will reach 13% annually.
The strategic position of the Kingdom of Saudi Arabia and the United Arab Emirates in
the Middle East put both of them in position as the main international distribution
centers for transportation services. The transportation market has grown in the Middle
East by 10% annually since 1995. This growth can be a ributed to the regions
substantial economic expansion and to the successful establishment of several major
free market areas and to the development of major trade centers.
Another factor that has increased the competitiveness of the logistical services market
and created the need for it to have a strong presence are government moves to
encourage market development and to encourage diversification so that the economy is
not solely dependent upon oil production. Commercial growth will lead to increased
demand for speedy transportation, loading and storage services. While the services
market in the Middle East is considered smaller and less developed compared to Europe
and North America it is growing faster there with an expected annual growth of 10%
annually.
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•

•

•

•

•

•

•

A report by the Global Investment Group about logistical services in the Middle Eastern
region stated that the buying power in GCC member state markets is very high due to
the high incomes of its citizens and this ensures a positive result for logistical services
that will likely be needed in the region.
The report expects that there would be continued reliance upon outside sources to
provide raw materials, merchandise and services to the region and that would remain
the driving force for growth in the shipping and storage sector for the countries in the
region. It is expected that the economies of the region would see high growth rates in
the near future in a number of sectors such as: foodstuffs, paper and paper products,
general products, petrochemicals, computers and electronics equipment, auto
equipment. Additionally, the ongoing reconstruction projects in Iraq have opened up a
lot of opportunities for companies operating in the logistics field in the region.
In addition to the high performance of these companies, relatively low operating costs
coupled with high investment revenue helped to bring high profit margins for
companies operating in the logistics field in GCC countries over the last few years,
before the decline in profit rates after several companies were established. Now the big
international companies are facing saturation of the market and sharp competition
which has led to a reduction in their profit margins.
Looking at the construction of the King Abdullah Economic City, it is an example of
comprehensive integrated development by constructing a center for communications
and logistical services utilizing one strategic place in the region. Projects like this are
capable of providing a number of rare investment opportunities for the private sector.
The economic city has many advanced elements including communications, logistical
services, investment centers, educational services, food processing, agriculture,
technology, commercial services, and housing and infrastructure.
Also, it is expected that Saudi Arabia's entrance into the World Trade Organization and
increasing economic cooperation between GCC member states will lead to an increase
in growth rates in the sector. However this will require sustained commitment and
support from the government on every level, especially regarding customs and tariffs.
And finally, The Public Investment Organization has indicated that there are investment
opportunities in the logistics services field in the Kingdom such as: storage, loading and
unloading, sorting, and distribution. Not to mention opportunities in re‐packaging,
product modification, product assembly, quality inspection, and repairs.
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Attachments:
Statistical diagrams illustrating the various
types of logistical services in the Kingdom of
Saudi Arabia.
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