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Chapter 1 The Concept and Functions of Logistics

Text 1 Overview of Logistics

What Is Logistics?

Words and Expressions

curtail Ve W, 9O

exposure n. BN ; 8 &

inventory n. PEFE

multiple adj. ZEW; ZEM
non-compliance n. E 4

seizure n. B BA
streamlining n. T (PLMSE); K
warehousing n. ik

Listening Exercises

1.

Listen carefully and complete the statements with the information you hear.

a)

b)

c)

Wikipedia—Tlogistics is the management of the flow of ; and other
, including energy and people, between the point of origin and the point of

consumption in order to meet the requirements of consumers ( frequently, and originally,

military organizations ). Logistics involves the integration of information, ,
, warehousing, material-handling and . Logistics is a channel of the

supply chain which adds the value of time and place utility.

The Oxford English Dictionary defines logistics as “the branch of having to do with

procuring, maintaining and transporting material, personnel and facilities” .

Another dictionary definition is “the positioning of resources. ” As such, logistics

is commonly seen as a branch of engineering which creates “people systems” rather than

3 L3 ”
machine systems” .

d) Logistics is defined as a business planning for the management of material,
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service, information and

It includes the increasingly complex

communication and control systems required in today’s business environment.

e) CLM’s (the Council of Logistics Management) definition is “ the process of planning,

implementing, and controlling the efficient, effective
services, and related information from point of

purpose of conforming to customer requirements. ’

and storage of goods,

to point of for the

i

II. Listen to the passage and supply the missing information in the Sfollowing chart.

) management by = , and integrating complex
provides
processes.
ensures timely of goods.
International curtails at the border, reducing exposure to non-compliance
Trade Logistics fines, , and seizures.
accurately calculate total landed cost,
helps reduce customs delays and exposure to fines, and

lower administrative, logistics and trade

Learning Objectives

After studying this text, you will be able to

1. understand the definition of logistics.

2. understand the connotation of logistics.

3. use the logistics terms with accuracy.

Key Terms

CLM

place utility
mass logistics
economic utility
supply chain
reverse logistics
possession utility
tailored logistics
form utility
delivery damage
time utility

delivery delay
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Pre-reading Activity

Questions:
1. Since the 1980s, how has the definition of logistics evolved?

2. Why is CLM’s definition of logistics so highly recommended?

The trend toward an integrated world economy and global arena is forcing companies to develop
strategies for designing products for a global market and maximizing the firms’ resources in producing
them. Changes in customers’ expectations or geographical locations continue to transform the nature of
markets, and in turn, generate constraints that modify the flows of goods within companies.
Technological breakthroughs and emerging markets open up new ways of reorganizing, adapting, and

optimizing the flow of raw materials, semi-finished goods, products, spare parts, and recycled

materials (see Figure 1.1).

Figure 1.1 U. S. logistics as percentage of GDP

Figure 1. 1 summarizes the U. S. logistics in relation to gross domestic product and the negative/
positive correlation between GDP and the share of logistics.

Besides the above mentioned macro-level economic impacts, logistics have exerted its percussions
on individual consumers. The percussions can be illustrated through the concept of economic utility ,
which is the value or usefulness of product in meeting customer needs or wants. The four general types
of economic utility are possession, time, form, and place. Logistics clearly contribute to four aspects
respectively.

Possession utility refers to ability of goods or service to satisfy one or more needs or wants of a
consumer. It can be influenced by the payment terms associated with a product. Credit and debit
cards, for example, facilitate possession utility by allowing the customer to purchase products without
having to produce cash or cash equivalent.

Time utility refers to utility of goods or service created by its availability at a particular time. It’s
essential to realize that goods of different types have different time sensitiveness; three day late delivery

of perishable items likely have serious consequences than the late delivery of non-perishable items;
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season-related commodities may generate exceptional high gains or losses if delivered counter season.

Form utility refers to a product’s being in a form that can be used by the customer or is of great
value to the customer. Usually this concept is associated with production and manufacturing. Logistics
can also produce marginal profits. For example, eggs contained in the form of cushioned cupboard
will witness a bigger reduction of delivery loss/damage than those that are stored in plastic boxes
padded with straws.

Place utility refers to having products available where they are needed by customers; products are
moved from points of lesser value to points of greater value.

But it needs to be concluded that simultaneous achievement of possession, time, form, and
place utility goes a long way to facilitating, but not guaranteeing customer satisfaction. There are more
elements to contribute to the ultimate customer satisfaction.

Logistics

Since approximately 1980, sea change has occurred in the business logistics field. One direct
consequence of this rapid change is that business logistics has been defined in more than one unique
and exclusive conception. In recent years, some of the terms used to refer to business logistics have
included the following:

® Business logistics

e Distribution

Industrial distribution
e Logistics

e Logistics management

Materials management

Physical distribution

® Supply chain management

We need to bear in mind that the concept of logistics has altered and expanded as its dimension
broadens. But in essence, each of these terms is associated with managing the flows of goods and
information from a point of origin to a point of consumption.

In an effort to avoid potential misunderstanding about the meaning of logistics, this book adopts
the current definition by the Council of Logistics Management (CLM), one of the world’s most
prominent organizations for logistics professionals. According to the CLM, “logistics is the part of the
supply chain process that plans, implements, and controls the efficient, effective forward and reverse
flows and storage of goods, services, and related information between the point of origin and the point
of consumption in order to meet customers’ requirements. 7

Now let us get a closer look at this definition. First, logistics is part of the supply chain
process, which means that logistics can impact how well or how poorly an individual firm and its
associated supply chains achieve goals and objectives.

The CLM definition also indicated that logistics “ plans, implements, and controls. 7 Of

particular importance is the word and, which suggests that logistics should be involved in all three
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activities—planning, implementing, controlling—and not just one or two.

Note that © efficient, effective forward and reverse flows and storage. ” Broadly speaking,
effectiveness can be thought of as “how well does a company do? what they say they are going to do?”
For example, if a company promises that all orders will be shipped within 24 hours of receipt, what
percentage of orders are actually shipped within 24 hours? In contrast, efficiency means how well or
poorly a company uses its resources to achieve what it promises to do.

With respect to forward and reverse flows and storage, logistics has traditionally focused on
forward flows and storage, that is, those directed toward the point of consumption increasingly.
However, the logistics discipline has recognized the importance of reverse flows and storage (reverse
logistics) , that is those that originate at the point of consumption.

It also indicated that logistics involves the flow and storage of “goods, services, and related
information. ” Indeed, in the globalized environment, logistics is as much about the flow and storage
of information as it is about the flow and storage of goods. Advances in information technology make it
increasingly easy or less costly for companies to substitute information for inventory.

Finally, the CLM definition indicated that the purpose of logistics is “to meet customers’
requirements. " This is important for several reasons, with one being that logistics strategies and
activities should be based on customer wants and needs rather than wants, needs, and capabilities of
other parties. A second reason is the notion that since different customers having different logistical
needs and wants, a one-size-fits-all logistics approach (mass logistics) in which every customer gets
the same type and level of logistics service will result in some customers being over served while others
are underserved. Rather, companies should consider tailored logistics approaches, in which groups
of customers with similar logistical needs and wants are provided with logistics service appropriate to

these needs and wants.

Words and Expressions

arena n. g

bear in mind V. itk
breakthrough n. R

dimension n. B,
discipline n. B, Hr
equivalent adj. HIEH, F4%H
essence n. ZIS Bi

exert v. Ziﬁ

facilitate V. S, @Y
forward v. %, Bk
macro adj. ERK; BIER
marginal adj. W bR Y

objective n. B, Hin
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optimize V. i, &5k
percussion n. AT, M BOR
perishable adj. GBWH; REAR
simultaneous adj. [G] B & A ), T8 B Al
spare n. £
transform V. &S
with respect to *xF

Notes

1

But it needs to be concluded that simultaneous achievement of possession, time, form, and place
utility goes a long way to facilitating, but not guaranteeing customer satisfaction.

BRI HR R A B R SR AR . B T 2R b A R A A T kR AE T v AR
PR

go a long way to B REB T, S FWHMAF B, #Hlin. Al Gore went a long way to curbing

global warming as he was keen on environment protection. /R ¥ IREE(RL Y | W S 508 4
BRAEBR B FlL o

. But in essence, each of these terms is associated with managing the flows of goods and information

from a point of origin to a point of consumption.

PESC: SEMR b, 3 i) AR DA I s B0 T 2R R M . A5 B I B AL B

flow: “Wir”, HHADEL, —DREEHEMITRE, 50, 8%, GHEL; 55—
J2 7 i IR 55 1 2 A (ELBE D JEORE B 20 P S AN ) L O R a4 G G 2 2 Rt R

. Council of Logistics Management (CLM) . EE¥YMEHEIIS, T 200541 A1 HEL K

Council of Supply Chain Management Professional (CSCMP), EEMEENEEMEW IS, &P
2T 1963 SEFEZ B ML, 1983 FE L N K EYRER D&, KPS REEMUR LR
SHN IR R AR E WAL, SESAMNBERSEMAE A, he—HEHSH
THIYR LW RE, RN LARRBREAFTONSAGE R oM N
www. csemp. org, KEYWMEHMMBS P EPFEL (PERKES) RLTFT 2003469 A, 7%
R — XY REED S RAMELR . HEKR, PEHERSEXEYREH DTS
B9 AER, T 200249 ATEIRE IS EACERL . M 2000 SEES, SBEH 120 £4
KREFTEMBYR¥E. CLEMELVALSES5TEEYRDBSMOES, B RS
(Roundtable, X T/r<x) REMMEESANA LAY, B7ERFR —#b XY 5HE B
SERMERN .. HERRMFE. BET CLM 7£ 15 N EZE LA 81 HNMEH,

customer wants and needs A] 3 7K 5 customer needs, customer expectations and customer
requirements , i f 2 B2 W 3K 7 i 2R 5% o S A D [R) BB, GRS RN T B &l 1) O A 3K
salesmanship, line extension, voice of the customer, customer analysis, marketing plan,

marketing,,
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Technical Terms

counter season RZE
cushioned cupboard % h 4L 5R
customer wants and needs B PR
l delivery loss/damage TRk /B
effectiveness P
forward and reverse flows 1E [ 0133 [a] 1) 90
late delivery 51z FEIR
lesser value KM {E
perishable items 5 J§ K2 7= i
storage iy
time sensitiveness s} i) B R
Exercises
I. Maich the following definitions with the corresponding terms below.
economic utility supply chain process time utility
tailored logistics “ mass logistics possession utility
1. The valuc; or usefulness of product in meeting customer needs or wants. [ ]
Utility of goods or services created by its availability at a particular time. [ ]
3. Logistics can impact how well or how poorly an individual firm and its associated supply chains
achieve goals and objectives. [ ]
Ability of goods or services to satisfy one or more needs or wants of a consumer. [ ]
Groups of customers with similar logistical needs and wants are provided with logistics service
appropriate to these needs and wants. [ ]
Every customer gets the same type and level of logistics service. [ ]
II. Judge whether or not the following statements agree with the information given in the passage. Mark

T for True, F for False.

”

(___ ) The CLM definition indicates that logistics “plans, implements, or controls.
(___ ) Form utility refers to a product’s being in a form that can be used by the customer or
is of great value to the customer.

( ) Simultaneous achievement of possession, time, form, and place utility can
guarantee customer satisfaction.

(___ ) Since approximately 1980, dramatic development has taken place in the business
logistics field.

( ) The Council of Logistics Management (CLM) is one of the world’s most prominent
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organizations for logistics professionals.

6. ( ) The importance of reverse flows and storage (reverse logistics) has been widely

recognized.

. Translate the Chinese expressions in the brackets into English.
The importance of logistics has been pushed to a new height. One distinctive idea is that it can

step up competitiveness. In an economic globalization marked by the globalization of commodities, the

competitiveness of a firm, and a country at large is not decided by D (REHE=Z=0),
but rather by @ (REA™Z AW RN RFHE MW HHE RN H), and increasingly by

A (MR FRES). Any item will not turn to be a commodity which simultaneously
possesses the commodity value, currency value and application value until it reaches the customer end
via the @ (YH 7). The competition caused thereafter among firms B (%
[1] ) from the production capabilities in the industrial era to the multiplying of production capabilities
with logistics. The challenge is how to break the mindset ( JEABHEHE) of “ production goes before

logistics” ( “EHA: 7=, BYW") so that a © (B WA ZR) that can lower the cost

and generate more fortune can be established.

IV. Fill in the blanks with the words given below. Change the form where necessary.

marginal storage simultaneous
optimize delivery forward
macro logistics perishable

1. Matching supply of port facilities with demand will ensure economic growth and
employment opportunities for the community. Growth forecasts are, therefore, important.

2. The national financial risk has become the most serious economic risk.
International trade can also be limited due to the high cost of transporting bulky or
goods.

4. That is what economists mean when they talk about the differences between private
cost and net social cost.

5. There are fully equipped meeting facilities, and the slides, overhead projector, video

recorder and the translation system are all available upon request.
6. “Consignee” means the person entitled to take the of the goods.
7. Put them in a nice, insured, air-conditioned warehouse.
8. We are you a list of the store’s latest men’s clothing, together with prices.
9. In September 2002, China held the ARF seminar on military outsourcing support in

Beijing.
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V. Use the appropriate form of the words in the brackets to replace the underlined parts in the following

sentences.

Before: Besides the above mentioned large scale economic impacts, logistics has had its

percussions on individual consumers. (macro-level, exert)

After: Besides the above mentioned macro-level economic impacts, logistics has exerted its

percussions on individual consumers.

L.

The United States and China are risky to manufacturers.

( present)

Keeping manufacturing close to home enables the companies to watch and oversee their chains.

(visibility, oversight).

Increasing transportation costs (51% ), changing commodity prices (43% ), and weakening
commodity prices (37% ) have become top supply chain concerns.

(rise, volatile)

Apart from rising transportation costs, an aging logistics facilities, and a softening economy,
many companies are still sourcing and manufacturing in the U. S.

(despite, infrastructure)

So much risk goes with spreading the supply network around the world.

(associate)

VI. Translate the following sentences into English.

1.
pA

KERGFRERE, SRR LERERYFRVHERZ .
20 fit42 60 R4, BEH MRSV AN AL, RERRTHEHONSELE R, &P
R 55 W Aol 28 B B AR DB

- BET AR, HEF 500 58 K 400 Al A AR YT, Hh 90% 2245 AN Al %

BT YRS,

— R WA, BHRLBR KIS E N, B AMNE XS, BA R KK
IR RG] oL

UPS 2 2 BRE K E BN, LERBEARMLELERAF, FndRiHR E—x% 850
M3z i A 0 A AR 55 4R A R

VI. Translate the following sentences into Chinese.

1.

3.

U. S. shippers say there are innumerable issues to keep in mind when setting up supply chain
and logistics operations in China. However, most agree that becoming successful in the region
requires customization with several logistics partners.

Smith is adamant about integrating departments comprising the logistical framework of any large
corporation. The purchasing department, for example, must have open communication with
its import and export departments.

Companies are in a race to leverage emerging markets—both as lower-cost supply sources and
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as new sources of revenue.
4. Eight of history’s ten largest mergers occurred in 2006; so the fact that mergers and
acquisitions ( M&A ) will be bigger and more frequent than ever should not come as a

surprise.

5. Guangdong’s key ports realized cargo throughput of 886 million tonnes in 2008, up 6.19

percent year on year.

VIl. Logistics Best Practices

New Tool to Help Companies Assess Chinese Partners

Earlier today, Panjiva, the leading source of objective information on global manufacturers, and
Sinosure, the leading provider of credit information on companies in China, announced an exclusive
relationship to provide American companies with information to help them mitigate the risks of doing
business in China. According to terms of the deal, Panjiva will be the exclusive U.S. reseller of
Sinosure’s credit reports on Chinese manufacturers, and Sinosure will be Panjiva’s exclusive provider of
credit reports on Chinese manufacturers.

To help companies manage the risks they face in today’s volatile global economy, Panjiva and
Sinosure have unveiled Panjiva SinoScreen, a new solution designed to help U. S. companies quickly
determine which of their Chinese manufacturers are at greatest risk. Leveraging various data sources,
including U. S. customs data and credit information from Sinosure, Panjiva SinoScreen provides
customers with an easy-to-interpret analysis of their Chinese supply chain.

At a time of macroeconomic uncertainty, the lack of supply chain transparency has heightened the
risk of doing business with overseas partners. For a one-time cost, Panjiva SinoScreen will give
U. S. companies immediate insight into the stability and viability of up to 20 Chinese manufacturers.

“Companies are acutely concerned with supply chain risk and are hungry for information that will
shed light on the viability of their global manufacturers. When it comes to understanding the financial
health of Chinese manufacturers, there is no better source for information than Sinosure,” says
Panjiva CEO Josh Green.

Over the last few years, Panjiva has sought a source of trustworthy financial information on
companies in China. Sinosure, as the only provider of export insurance to Chinese manufacturers,
has spent years accumulating massive amounts of information on these companies’ financial health.
And, because Sinosure makes decisions based on their analysis of this information, they have
pioneered a best-in-class approach to assessing financial health.

Question :

What do you think makes Panjiva and Sinosure take a strong hold in China from the perspective of

logistics?
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IX. Discussion
1. Economy utility is not the only answer to customer satisfaction. What other elements do you
think may contribute to customer satisfaction?
2. How to understand the CLM definition of logistics?
How can you get the CEO and top management in your company to recognize the powerful
benefits that supply chain management—and supply chain professionals—bring to a company?

4. Pair work. Please think about

1) how to communicate in a way that top management will understand and appreciate ;
2) how to increase your leadership capability;

3) how to develop world-class collaboration skills.

Text 2  Activities of Logistics

Current Indian Logistics

Words and Expressions

a host of —

align v. g5

burgeon V. ABAK

diversify V. (e

downturn n. TR

dwarf V. BELAS ; AT UL 4t
East India Company HRENEE/AF
expedition ’ n. mAE, 1%
implement v. AT, BAT
navigate V. B, AL
present v. ETN

reap v. e, Rk
reclaim v. I [m]

resilient adj. g El A AR
spur V. SFE, R
subcontinent n. N

subsidiary n. FNH)

trustworthy adj. EREEN, TEY



