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Preface

Entering the 21st century, logistics is developing swiftly in our country. In contrast, a
deep gap for talents exists in the field. To remedy the defect, it's meaningful to publish some
practical and novel teaching materials for the field. At present, there are quite a lot of books
on logistics in the market, which are reacted the rigid structures and obsolete contents. It’s
useless for fostering applied talents who grasp logistics, technology and English. So we com-
pile the book to adapt current studying and satisfy ones working in the field.

The book is designed with features as below

Firstly, it’s original and vivid. It’s important for improving ability on English not only
to remember words, but also to read mounts of foreign books. The book is better to enhance
readers’ abilities which contents are from references on the field of logistics and supply chain
at home and abroad.

Secondly, it’s timely. The latest references home and abroad are selected, in order to
avoid backward materials. The forefront of theory and technology on logistics management
are introduced to readers.

Thirdly, cases are used to desalinate the rejection on reading English, and to increase
interests.

Fourthly, it’s practical. Exercises are attached to each text, which is useful for logistics
practice.

Introduction to logistics, elements of logistics such as transportation, inventory, storage,
information management, logistics documents and so on, TPL, logistics customer service,
SCM, and global logistics are mentioned in the book. It includes 11 chapters, each includes
mtensive reading, cases, words & expressions, and questions.

Professors Bai Shizhen of Harbin University of Commerce is chief editor, Sun Lu and
Chen Yu are subeditor of the book. The attendance members are; Shen Xin, Qiao Chengwu,
Zhang Yubin, Wu Rong, Xie Hongyan and Chen Yu. There must be some mistakes due to
time and ability, we will be apprectiate to those who help us improve the book.
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I Since 1994, China has had consistent attention from MNCs ( Multinational
Corporations ). One reason for this is the attraction of the low cost of manufacturing and vast
domestic market potential. With China’s accession into the WTO comes even greater market
access. Trade and investments are expected to surge rapidly. Second, with a burgeoning
middle class, more people will have greater purchasing access to both domestic and foreign
goods. Many MNCs are keen to invest, make and deliver through China. China has
overtaken the USA as the most attractive location for FDI ( Foreign Direct Investment ).
Statistically , this translates to a total of 389,104 projects approved to receive foreign capital,
with total FDI realized amounting to RMB 3,076 billion from 1983 to 2001.

2 With this, comes the desire by MNCs and logistics service providers ( LSPs) 1o be
kept well informed of the state of logistics infrastructure and to have a clear understanding of
the on-going logistics development in China. This presents immense challenges to the
logistics industry as it strains to meet the demands of a growing market. Nevertheless, the
opportunities for logistics are tremendous as China is arguably the largest single distribution
market globally.

3 The logistics industry in China can be subdivided into different sectors: freight
forwarding, trucking, shipping, aviation, customs brokering, warehousing and developing
logistics centers. Accordingly, the broad objective of the government is to provide an
environment conducive for logistics to develop. The vehicle used is through enhancing the
infrastructure needed, capitalizing on technology essential for managing the supply chain,
nurturing requisite talent for this industry, venturing overseas to learn from countries richer in
experience and expertise in this area and conducting research to keep abreast of the changes in
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this industry.
Text 1 The definitions of logistics

1 “Logistics” is a term, which originates from both the army and French. According
to the French, the Baron of Jomini, who of Swiss origin had served in Napoleon’s army
before joining the Russian’s and who later founded the Military Academy of St. Petersburg,
first used the term in the early 19th century. So in a military sense, the term “logistics”
encompasses transport organization, army replenishments and material maintenance.

2 In the business world, however, the concept of “logistics” was applied solely to
“Material Replenishment Programs” ( MRPs) and was confined to the manufacturing sector
at the beginning. Therefore the extension of the concept to involve company operations is a
relatively new one and the earliest usage dates back to the 1950s in the USA.

3 Operationally, companies realize that by regrouping the different aspects of logistics
and instead of viewing them as separate processes, substantial savings can be made on their
business’ outgoing expenditure.

4 There are various definitions of different editions. The term was defined as follows:

5 Logistics (business definition) ; Logistics is defined as business-planning framework
for management of material, service, information and capital flows. It includes the
increasingly complex information, communication and control systems required in today’s
business environment.

-——( Logistics Partners Oyo, Helsinki, FI, 1996)

6 Logistics (military definition) : The science of planning and carrying out movement
and maintenance of force,and those aspects of military operations that deal with the design
and development, acquisition, storage, movement, distribution, maintenance, evacuation
and disposition of material; movement, evacuation, and hospitalization of personnel;
acquisition of construction, maintenance, operation and disposition of facilities; and
acquisition of furnishing of services.

——(JCS Pub 1 - O2 excerpt)

7  Logistics; The process of planning, implementing, and controlling efficient,
effective flow and storage of goods, services, related information from point of origin to
point of consumption for the purpose of conforming to customer requirements. This definition

includes inbound, outbound, internal and external movements, and return of materials for

=)
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Unit 1 Introduction to Logistics g

environmental purposes.
——(Reference: Council of Logistics Management )
8 Logistics: The process of planning, implementing, and controlling the efficient, cost
effective flow and storage of raw materials, in-process inventory, finished goods and related
information from point of origin to point of consumption for the purpose of meeting customer

requirement.

—(Reference : Canadian Association Logistics Management )
9 It is interesting to detect the different biases—military, economic, etc. It is not easy
to determine which one of the many definitions is most suitable. An appropriate modern
definition that applies to most industry might be that logistics concerns the transfer of goods
from the source of supply through the place of manufacture to the place of consumption in a

cost-effective way while providing an acceptable service to the customer.

Text 2 Elements of logistics

1 A logistics system can be composed of many different elements, some of which are
briefly described below ;

Transportation

2 Transportation refers to the physical movement of goods from a point of origin to a
point of consumption and can involve raw materials being brought into the production process
and/or finished goods being shipped out to the customer. Transportation has assumed a
greater role in many logistics systems for two reasons. First, the liberalization of
transportation laws in many countries has provided opportunities for knowledgeable managers
to obtain better service at lower prices than they could in the past. Second, as inventory
levels have dropped in response to the popularity of just-in-time ( JIT) strategies,
transportation is frequently used to offset the potentially damaging impact on customer service
levels that would otherwise result from those inventory reductions.

3 Facility location addresses the strategic placement of warehouses, plants, and
transportation resources to achieve customer service objectives and minimize cost. Although
not necessarily made often, these decisions can have very long-term and potentially costly
implications for tile organization.

23
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Inventory and storage management

4 Inventory management deals with balancing the cost of maintaining additional
products available against the risk of not having those items when the customer wants them
(i.e. the cost of lost sales). This task has become more complex as firms have gradually
lowered inventory levels. The challenge in this situation is to manage the rest of the logistics
system to coordinate the lack of inventory so that customer service does not suffer. Although
all of the interest focuses on reducing inventories, the fact remains that they are still necessary
for serving customers in many markets. So managers must decide whether they need
additional products in a given market and, if so, how many of which items. It is also worth
mentioning that for inventories of raw materials and component parts, the customer is the
firm’s own production line; for finished goods the customer is the final user of the product.
Both “customers” have different needs which must be evaluated in formulating an appropriate
inventory policy that balances the cost of maintaining stocks on the one hand with the costs
that could result from not having necessary items on the other. There is no doubt that holding
inventory costs money, so firms don’t want to have any more than is absolutely necessary to
keep themselves and their customers satisfied.

S Storage and materials handling address the physical requirements of managing
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 considers issues related to warehouse number, size, layout, and design; the latter
concentrates on the systems needed to move goods into, through, and out of each facility.
Obviously, an organization’s inventory policies have a direct impact on their storage and
handling needs. Thus, one result of the move to smaller inventories is the requirement for
less storage space.

Packaging

6 Packaging focuses on protecting the product while it is being shipped and stored.
Too much packaging increases costs while inadequate protection can result in merchandise
damage and, finally, customer dissatisfaction. In addition, since every bit of packaging is
ultimately discarded, logistics managers must also consider the societal costs associated with
waste disposal. Increasingly, firms are working to develop materials that provide required
levels of protection yet are recyclable or quickly biodegradable.
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Return goods handling

7 Return goods handling, often referred to as reverse distribution, is an important part
of the logistics process. Buyers may return items to the seller due to product defects,
overages, incorrect items received, or other reasons. Reverse distribution has been liked to
going the wrong way in a one-way street because the great majority of product shipments flow
in one direction. Most logistics systems are ill-equipped to handle product movement in a
reverse channel. In many industries consumers return products for warranty repair,
replacement, or recycling. Reverse distribution costs may be high; the cost of moving a
product back through the system from the consumer to producer may be as much as nine
times the cost of moving the same product from producer to consumer. Often the returned
goods cannot be transported, stored, and/or handled easily, resulting in higher logistics
costs. Reverse distribution promises to become even more important as customers need more
flexible and lenient return policies.

Information processing

8 Information processing is what links all areas of the logistics system together. The
growth of reasonably priced computers and software has put sophisticated management
information systems within the reach of even the smallest organization. Indeed, firms are now
connecting their internal logistics information systems with those of their vendors and
customers as a means of adding more value to the entire channel. Such an open exchange of
information can result in faster order processing, quicker benefit delivery, and greater
accountability throughout the logistics process.

Customer service

9 Customer service is a multi-dimensional and very important part of any organization’s
logistics effort. In a broad sense, it is the output of the entire logistics effort; that is,
custormer service and some resulting level of satisfaction are what the logistics system
ultimately provides for the buyers. However, many organizations do have a more narrow
functional view of customer service as something that they actually perform. For example, a
firm may have a customer service department or customer service employees that handle
complaints, special orders, damage claims, returns, billing problems, etc. For all intents
and purposes, these employees are the organization as far as many buyers are concerned, so

S
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their role in the entire logistics system becomes crucial. Disappointment at this level can lead
to dissatisfaction with the organization as a whole that effectively neutralizes the entire
logistics effort.

Other elements

10 Demand forecasting aims at the need for accurate information on future customer
needs so that the logistics system can assure the right products and/or services are available to
meet those requirements. Logistics requires not only forecasting market sales but obtaining
specific data on the timing, mix, and quantity desired by buyers. Without this information, the
logistics system runs the risk of compromising customer satisfaction rather than enhancing it.

11  Order processing may be compared to the human body’s central nervous system,
bringing about the distribution process and directing the actions to be taken in satisfying order
demand. The components of the order processing activity may be made up of three groups:
(1) operational elements, such as order entry/editing, scheduling, order-shipping set
preparation, and invoicing; (2) communication elements, such as order modification, order
status inquiries, tracing and expediting, error correction, and product information requests;
and (3) credit and collection elements, including credit checking and accounts receivable
processing/collecting. The speed and accuracy of a firm’s order processing have a great deal
to do with the level of customer service that the company provides. Advanced systems can
reduce the time between order placement and shipment from a warehouse or storage facility.
In many cases orders are transmitted from the buyer’s computer to the vendor’s computer.
Advanced systems, although initially expensive to the company, can substantially improve
both orders processing accuracy and order response time. Often, saving in other logistics
expenses (such as inventory, transportation and/or warchousing ) or increasing sales from
improved customer service will justify the cost of the system.

12 Procurement 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 offered to the consumer, this activity is vital to the all success of the
logistics effort. In addition, the move away from local sourcing in favor of global buying has
complicated this entire process significantly in recent years.

13 Production planning can be involved 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 arguably at the center of the entire logistics
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process, yet it is often regarded as an independent entity with its own objectives and

procedures. The risk here is that production rather than customer needs becomes the primary

issue, a situation that can result in customer dissatisfaction.
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. MRP: YRR3R, B R EHRE Y RERFENRRT L. MGt RETS

FoRHE TERITRZIE 4 7= R YA FRHLE B I (8] 32 7 g dh, T4 T
FEA 7= E TR MPS (master production schedule) , FHHR ™ i R 57 i 92 K
HWEERT M SR B IR TOR A, XEM MR R TR

MIS (& 715 B & 4i—Management Information System) F B8 #9247 H ¥ B Y HR/E
MEZ. XHARSEEEATEEFTEMCE, I XHCREAEHITHRLE, MIS R4
WHE BT R, AT IR HATE VIR E MR B, H R E B RN RS L2
EEAR T HYH TERRMHEREA R, HAIEHR,MIS HEXBRERE
BEEAR KRBT AR, BRI & RS

Transportation refers to the physical movement of goods from a point of origin to a point
of consumption and can involve raw materials being brought into the production process
and/or finished goods being shipped out to the customer.

refer to WK, 18

ship out ;& H}

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

deal with ZHf, 43

There is no doubt that holding inventory costs money, so firms don’t want to have any
more than is absolutely necessary to keep themselves and their customers satisfied.

There is no doubt that ... ------ BELEBRYW,

any more than %----- 41

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

Cobb
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much packaging increases costs while inadequate protection can result in merchandise
damage and, finally,customer dissatisfaction.

focus on £ b

result in sth. =4 FEFE a5 £

dissatisfaction AT, HH dis-HiRIRTA, BHEEL T, FREEEX

. In addition, the move away from local sourcing in favor of global buying has complicated

this entire process significantly in recent years.
in addition(to sb. /sth. ) ; as an extra person, thing or circumstance Il , f&+-+- ZAh
in favor of i, XFFA (REY)

E Exercises

Comprehension Questions

1. What is the logistics?

2. How do you comprehend “logistics” encompasses much more than just the transport of
goods?

What are included in the elements of logistics?

What does the inventory management deal with?

Does inventory management become more complex? Why?

What does the demand forecasting address?

Will you please introduce the customer service in you own words?

In you opinion, which elements of logistics are important?

S L o

II. Translate the Following Sentences into Chinese.

1. An appropriate modern definition that applies to most industry might be that logistics
concerns the transfer of goods from the source of supply through the place of
manufacture to the place of consumption in a cost-effective way whilst providing an
acceptable service to the customer.

2. Logistics is defined as business-planning framework for management of material,
service, information and capital flows. It includes the increasingly complex
information, communication and control systems required in today’s business
environment.

3. Reverse distribution promises to become even more important as customers need more

4



