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Supply chain management runs a wide spectrum of knowledge 
and acceptance in the corporate world; many companies are still 

wondering what supply chain management is, as evidenced by the 
fact that a recent survey showed that in the USA 73% of respond-
ing firms do not have an officer position responsible for supply 
chain, while many other companies are quite successfully using 
the function as a major differentiator and success factor. I have had 
executives ask me what supply chain management is really all about 
- is it just the idea du jour, such as quality circles were in the 80s?

Since I have spent my entire business career of more than 40 years 
working only in supply chain management I have lived through 
its evolution, from its advent through to its current role as a major 
corporate function. To gain a more complete understanding of the 
evolution of supply chain management a short history lesson is in 
order. While warehousing and transportation have been recognised 
functions for thousands of years they were usually viewed as sepa-
rate responsibilities. This often led to unintentional competition to 
the detriment of the enterprise. Here is an example: if the trans-
portation manager is charged with reducing expenses, one way 
to achieve that goal is to move shipments by rail rather than truck. 
While this change will usually cut cost because the slower mode is 
cheaper, the company will also have to carry higher inventory as a 
result. In many instances the higher inventory cost could completely 
negate the transportation savings. So, while the transportation de-
partment is congratulated for its success in reducing cost, the com-
pany’s total cost may actually increase. Thus the logical progression 
was to link transportation and warehousing into one department. 
Over time, larger firms began to realise that transportation and 
warehousing expense was also impacted by production planning 
and customer service; if inventory wasn’t ready on time faster and 
more expensive transportation had to be used to offset the delay. 
Similarly, customer service personnel on the phone were impacting 
the transportation costs of the company by agreeing to customer 
request for faster delivery. Eventually, major consumer product firms 
such as Nestle, Borden and Heinz, borrowing from military expe-
rience, created corporate logistics departments that managed all 
operational functions involving finished goods.

As time progressed and computer systems became more sophisti-
cated in timeliness and data detail, much greater operational anal-
ysis and management was possible. Such questions as how many 
warehouses should a company have, where should they be located 
and what products should they carry could be parsed accurately, 
and the millions of data iterations which were impossible to record 
manually were easy work for a computer. And as computers contin-
ually increased in speed and memory-capacity even more minute 
analysis was easily accomplished. So in many enterprises logistics 
became the biggest supporter of information technology.

Up to the early 21st century most manufacturing firms had opera-
tions structured as a three-legged stool: procurement, manufactur-
ing and logistics, viewing the processes as separate management 
functions of inbound, internal activities and outbound to customers. 
A few companies amalgamated some of these functions under one 
executive but most didn’t. In the late 90s for example, I served as 
Vice President of Purchasing and Logistics for a large food processor, 
giving me full responsibility for two out of the three legs. My su-
perior, the Senior VP of Operations was a manufacturing executive 
with little knowledge or interest in purchasing or logistics. Some of 
the issues we wrestled with included plants wanting to negotiate 
their own deals for raw materials, selecting their own outbound 
carriers and giving preference to customer shipments over internal 
inventory transfers because the former showed up as more revenue 
on their books. The company president who also came up through 
the manufacturing function periodically mused about letting each 

plant determine its own production plan as far as what to make 
and when or about whether buying transportation services was a 
logistics or purchasing function. Every time he brought up the latter, 
my boss was savvy enough to say that if the buying of transporta-
tion services was moved to purchasing they also had to take on the 
responsibility for service; separating the two was not a workable 
solution. A decade ago while consulting with one of the world’s 
largest dairy companies, their logistics department identified 
inbound raw material freight as a big opportunity for improvement 
through consolidated buying. Amazingly, the plants were not 
willing to share inbound freight cost details with their own logistics 
department. This decision was eventually escalated to corporate 
headquarters in Europe which ruled that plants should be allowed 
to manage their own situation; with the result that consolidated 
buying has not been accomplished to this day, probably leaving the 
dairy company’s freight expenditures at a much higher level than 
they need to be.

There is enough empirical evidence from various studies and re-
search to support the idea that companies which are integrated in 
supply chain management have both lower costs and higher service 
levels. The natural assumption most of us make is that higher 
service must cost more, and certainly this is the way e-commerce 
distributors often price shipments today – faster delivery is more ex-
pensive. But the role of the supply chain management department 
is to balance holding costs down while improving service. Good 
management involves the recognition that these often contrary 
targets are best achieved when one department owns them both. 
Thus, having one key executive responsible for purchasing, internal 
efficiencies and outbound logistics is the preferred model among 
world leading businesses. Specific companies that come to mind 
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include: Home Depot, Johnson & Johnson, Mondelez, Nestle and 
Unilever; all of which have a Supply Chain Officer responsible for all 
operations worldwide. 

This structure gives the CEO a single point of contact on operational 
issues when production goals aren’t being met resulting in customer 
service problems. In less integrated enterprises there is often finger 
pointing, with the manufacturing head blaming delayed raw materials 
as the cause while the purchasing head blames plant receiving issues. 

So, where does the talent to be a Supply Chain Officer come from? 
When I was working on my university studies over 40 years ago 
there were very few schools that offered any formal training in sup-
ply chain functions. And at that time this education wasn’t needed 
in the corporate world because individual supply chain compo-
nents were functionally splintered inside companies and not highly 
valued. 

The path to the top corporate echelons was through marketing or 
finance. I was fortunate enough to join American Can Company 
shortly after completing my university studies. That Fortune 100 
company had 40,000 people working in 18 business units. But in 
their paper products sector, which had three industry leading busi-
nesses, they had a Vice President of Logistics leading an integrated 
department which included order processing, customer service, 
production planning, inventory control, warehousing and trans-
portation; we even had our own information technology unit and 
a team responsible for planning new product rollouts, determining 
warehouse locations and service supplier contract negotiations. 

It was a wonderful place to view and appreciate the value of inte-
grated logistics. Evolution to integrated supply chain management 
is merely an extension of that thought process which would not be 
possible without today’s advanced information technology that sup-
plies the real world data underpinning the required decision-mak-
ing. 

Today there are many universities offering courses and majors in 
supply chain management. Because of the corporate recognition 
of the value in supply chain management most of the students 
have jobs waiting for them when they graduate. For example, I have 
taught Strategic Supply Chain Management in the MBA program 
of Niagara University since 2002. Long before my arrival on campus 

earning an MBA degree required a student to take either Strategic 
Supply Chain Management or Production Management. Since most 
students had no previous exposure to supply chain management 
they signed up for my course to fill that knowledge gap. 

Recently, due to corporate demand, Niagara University has added 
four additional graduate courses in supply chain management al-
lowing students to complete an MBA with a concentration in supply 
chain management.  In the near future, pending US government 

approvals, the University anticipates offering a 
new master of science in Global Business and 
Supply Chain Management. 

While schools are responding to industry 
needs with more formal education in supply 
chain management, finding suitable talent to 
serve as an officer-level supply chain executive 
in a major corporation is very difficult due to 
the broad ranging responsibilities and intricate 
detail inherent in the position.

A good example is Mark Holifield who serves 
as executive vice president of supply chain at 
Home Depot, the giant home improvement 
retailer doing business in USA, Canada, Mexico, 
South America, United Kingdom, Europe and 
China. 

In the $85 billion enterprise Mark Holifield is 
responsible for more than $50 billion of costs 
because his team manages procurement, 
warehouse operations and transportation. As 
much as any other executive in that company, 
Holifield’s success will have a direct impact on 
the bottom line. 

So, because of the role he leads, Holifield is 
ultimately responsible for inventory manage-
ment: his team buys the product and brings 
it into the warehouses and from there they 
distribute it to the stores for retail sale.

 Those not familiar with supply chain management may not compre-
hend the size of the operation Holifield and his group try to manage. 
One of the key measurements of inventory efficiency is turns; 
essentially, how many times in one year can the same amount of 
inventory be sold? 

The higher the number, the more effective management is and the 
less cost the corporation bears. Think of the equation this way: if the 
business uses an average of $25 million in inventory to generate an-
nual revenue of $100 million, inventory has been turned four times. 
However, if the inventory can be reduced to $10 million, generating 
10 turns a year, the company will have freed up $15 million of cash 
which can be used for other purposes. 

At a company as large as Home Depot increasing inventory turns 
from four to five can generate $1 billion in annual cash flow im-
provement. Astounding indeed.

So supply chain management continues to increase its presence and 
value in the modern corporate structure. Those companies that ‘get 
it’ can reap the benefits sooner… those that resist will have to find 
other ways to deliver similar results.

Jack T. Ampuja is president of Supply Chain Optimizers, and                     
Executive-in-Residence at Niagara University. He has been teaching 
management at University level for 25 years, and has spoken at over 
150 conferences worldwide on the subject of logistics and supply chain.
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