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Unit One Logistics and Supply Chain

Part | Components of a Logistics System

Lead in

Do you know how roast ducks from Beijing appear in American supermarkets? And why

people can buy French perfume in China?

Preview of the text

e Answer the following questions and discuss your answers in class.

1) Do you think logistics is important? Tell us why.
2) Tell the class several logistics activities you know. In your opinion, which activities of

logistics are the most important?

Text: Logistics and the Components of a Logistics System

I . Introduction

Birth of Logistics is a relatively new word used to describe a very old practice ;

Logistics the supply, movement and maintenance of an armed force both in

1



Unit One Logistics and Supply Chain

Logistics in
Today’s Society

peacetime and under operational conditions.

The birth of logistics can be traced back to ancient war times of Greek
and Roman empires when military officers titled as “ Logistikas” were
assigned the duties of providing services related to supply and distribution
of resources.

During the Second World War ( 1939-1945 ), logistics evolved
greatly. The army logistics of the United States proved to be more than the
German army could handle. The United States military ensured that the
services and supplies were provided at the right time and at the right place.
This also gave birth to several military logistics techniques which are still in
use, although in a more advanced form.

In today’s society, the companies are highly competitive with each
other in supplying goods and services. This competition occurs in three
areas, in determining customers’ wants, in arranging the production of
goods to satisfy those wants, and in making those goods available to the
customers. The last responsibility is the industry’s newest management
function—Dbusiness logistics.

Logistics is the management of the physical and information flows of
products and of all activities related to these flows. The physical flows of
products include the movement of raw materials from suppliers ( physical
supply), the movement of goods in-process within the firm, and the
movement of finished goods from the firm to consumers ( physical distribution).
The information flows for products cover reports and documentation relating

to goods movement.

II. The Definition of Logistics

In our text, we would like to say that logistics is the continuous
process of meeting customer needs by ensuring the availability of the right
benefits for the right customer, in the quantity and condition desired by
that customer, at the time and place the customer wants them, all for a
price the buyer is willing to pay.

That means the six “rights” : ensuring that the right goods, in the
right quantities, in the right condition, are delivered to the right place, at

the right time, for the right cost.

II. What are the Components of Logistics?

The logistics system consists of the following components (see Figure

I-1)



Part I  Components of a Logistics System

Inventory w
@ Management
service Storage and
materials handling
Other \ /
@D > AL
)

Logistics % ___ 3.
e system ,
Production 4—'/ o
planning [nformatlon
processmg
Fac1llty Demand
location @ forecasting

Figure 1.1 Components of Logistics System

Customer service is a very important part of any organization’s logistics
effort. In a broad sense, it is the output of the entire logistics effort; that
is, customer service and some resulting level of satisfaction are what the
logistics system ultimately provides the buyer. Disappointment at this level
can lead to dissatisfaction with the organization as a whole that effectively
wastes the entire logistics effort.

Inventory management deals with balancing the cost of maintaining
additional products on hand against the risk of not having those items when
the customer wants them (i. e. the cost of lost sales).

The objective of inventory management is to control stock levels for
minimizing total operating cost while satisfying customer service
requirements. Inventory management is a key issue in logistics systems.
Businesses choose to maintain inventories for a variety of reasons,
including ;

® Improving service level

®  Reducing overall logistics costs

® Making seasonal items available throughout the year

¢’ Overcoming inefficiencies managing the logistics system

Transportation refers to the physical movement of goods from a point of
origin to a point of consumption. It can involve raw materials being brought
into the production process and/or finished goods being shipped out to the
customer. The main modes of transportation used by logistics system
management are ship, rail, truck, air and pipeline.

Storage and materials handling are the physical requirements of

3



Unit One Logistics and Supply Chain

holding inventory. Storage includes the tasks necessary to manage whatever
space is needed; materials handling is concerned with the movement of
goods within that space. Thus, the former would consider issues related to
warehouse number, size, layout, and design: the latter would focus on
the systems needed to move goods into, though, and out of each facility.

Packaging focuses on protecting the product while it is being shipped
and stored. And it can also convey important information to the customers.

Information processing is what links all areas of the logistics system
together. Firms are now linking their internal logistics information systems
with those of their vendors and customers. Such an open exchange of
information can result in faster order placement, quicker benefit delivery,
and greater accountability throughout the logistics process.

Demand forecasting involves in forecasting future customer needs. The
logistics system ensures the right products and/or services are available to
meet customer requirements.

Production planning can be included under logistics because
manufacturing needs components and raw materials in order to make
finished goods that are, in turn, demanded by a customer. Thus,
production planning is likely at the center of the entire logistics process.

Purchasing deals with the buying of goods and services that keep the
organization functioning. Since these inputs can have a direct impact on
both the cost and quality of the final product/service, this activity is vital
to the overall success of the logistics effort.

Facility location addresses the strategic placement of warehouses,
plants, and transportations resources to achieve customer service objectives
and minimize cost. These decisions can have long term and potentially
costly implications for the organization.

Other activities for a specific organization could include tasks such as
after-sales parts and service support, maintenance functions, return goods

handling and recycling operations.

New Words and Expressions

logistics [ 1o'dzistiks | n. Vi

component [ kam'paunant | n. ZH R 5

roast [ roust | ot. & . ¥, %

maintenance | 'meintonans | n. b4 2R

trace back to EWAE---

assign [ 9'sain ] wt. S, SR ( TAE, BAS)



Part I Components of a Logistics System

distribution [ idistri'bjuzfn] n. Aeik; 204
evolve [ 1'volv] vt. &vi. HAE; vk
counterpart | 'kauntapait] n. XFF
give birth to &, 4
information flow fFEM
raw material JE A1
physical distribution SCYBE IS
implement ['Impllmant] L. "W, S£17, BAT(RE., TR, BMYE)
efficient [ 1'fifnt] adj. AR E
effective [ 1'fektiv] adj. ARERE
in-process TE(47) it
inventory [ 'Inventari ] n. T
availability [ a,verlo'bilati] n. A A, AT
optimize [ 'optimaiz ] v. AL
storage [ 'stoiridz ] n. A7
packaging ['paekld:’,lg] n. £ %k
purchase [ 'p3:tfas] vt kg
facility [ fa'silotr] n. it
pipeline [ 'paiplain] n. BiE

Notes

1. The birth of logistics can be traced back to ancient war times of Greek and Roman empires
when military officers titled as “Logistikas” were assigned the duties of providing services related
to supply and distribution of resources.

Y e A= 1] L3 9 3 7l AR AR 4 S R A A 2 S [, 24 PL Logistikas” iy 44 F)
FEH P IAE 55 X TR T BERL A e

2. Logistics is the management of the physical and information flows of products and of all
activities related to these flows.

P2 Xof 7 i B S A B A B 5 3 e i s A 5K Y BT A 1 s

3. The physical flows of products include the movement of raw materials from suppliers
(physical supply), the movement of goods in-process within the firm, and the movement of
finished goods from the firm to consumers ( physical distribution) .

7= fit B SV G B A 45 14 7 7 (4 7 S A R B S Bl (SEAARBER ) | Aok PR T B 3D
A B it A2 R B8 28 5 B i sh (SRR RS ) .

4. The logistics system consists of the following components: Customer service, Inventory
management, Transportation, Storage and materials handling, Packaging, Information
processing, Demand forecasting, Production planning, Purchasing, Facility location and other

activities.



Unit One  Logistics and Supply Chain

Prfi REAAELUT 0. FPIRSS . AR, sk, fEfrAkitos . %, FE
SRRR ORI . AR SR B HE A AR Bh

5. Inventory management deals with balancing the cost of maintaining additional products on
hand against the risk of not having those items when the customer wants them. (i.e. the cost of
lost sales) .

PEATAE B IRy oA A7 B 224377 it B A B JSAS AL 244 81 25 5 S5 7™ i iy S 8%
A FH GRS

6. Storage includes the tasks necessary to manage whatever space is needed; materials
handling is concerned with the movement of goods within that space.

A E TR TR E M AR =S [F) S B ZAE ST YkHbos R R BAEX — = AN T
HIBLEh RO .

7. Thus, production planning is likely at the center of the entire logistics process.

P, ARl AT LA R R M i R A G

8. Other activities for a specific organization could include tasks such as after-sales parts and
service support, maintenance functions, return goods handling and recycling operations.

XF—EARRHLN, HAE ST e AR AR 554 . &5 TR SR, 49,
IRBT A WA B

Exercises
— . B2 P R A [ ) 1R sl R 4 AT AR (R FR A )
demand forecast e 9a)iiS
inventory control e R T
distribution TTELb P
customer service fic ik
order processing JPEAFAEE
warehouse management iz
packing CEEH
logistics information T e R i e ik
transportation YrkHkiz
material handling Kt
purchase 3.2
factories and warehouses site selection YriffE B
— BRI e SE R I B A S
1. Logistics is the continuous process of customer needs by ensuring

, in the quantity and condition desired by that customer.
2. The logistics system consists of the following components: Customer service,
, Transportation, Storage and materials handling, , Information
processing, , Production planning, Purchasing, Facility location and other

6



Part I  Supply Chain Management

activities.

3. focuses on protecting the product while it is being shipped and stored.

4. deals with the buying of goods and services that keep the organization
functioning.

o} focus on the need for accurate information on future customer needs.

6. would consider issues related to warehouse number, size, layout, and
design.

Part Il Supply Chain Management

Lead in

Could you use your own words to describe the supply chain according to the following

picture?

manufacturer
(0em)

distributor/

retailer
reseller

supplier
PP logistics

Preview of the text

0 Answer the following questions and discuss your answers in class.

1) What is a supply chain?
2) What _.re the differences between logistics and supply chain?

Text: Supply Chain Management

Overview of If your company makes a product, the parts are purchased from

Supply Chain suppliers, and those products are sold to customers, then you have a

7



Unit One

Logistics and Supply Chain

Elements of
the Supply

Chain

supply chain. Some supply chains are simple, while others are rather
complicated. The complexity of the supply chain will vary with the size of
the business and numbers of items that are manufactured.

Supply chain is the network of the involved companies, through
upstream and downstream linkages, in the different processes and activities
that produce value in the form of products and services in the hands of the
ultimate consumer.

Figure 1.2 shows a typical supply chain in which the production and
distribution systems are made up of two stages each. In the production
system, componentsand semi-finished parts are produced in two
manufacturing centers while finished goods are assembled at a different
plant. The distribution system consists of two ceniral distribution centers
(CDCs) supplied directly by the assembly center, which in turn replenish

two regional distribution centers (RDCs) each.

@ /'35

oL 4R - < o e

Suppher plant é\ AN @ ‘35
ol

Assembly ‘h

plant l/ RC
= P e

RDC Gh

Retail
outlets

Suppher Manufactunng

Assembly
plant

Figure 1.2 A Typical Supply Chain

(1) Suppliers

They are organizations that provide goods and/or services to a
purchasing organization (a manufacturer or a distributor) .

(2) Manufacturers ( producers)

They are the companies that make a product. This includes companies
that are producers of raw materials and companies that are producers of
finished goods.

(3) Distributors

They are companies that take inventory in bulk from producers and



