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Unit 1 Introduction to the Logistics
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This unit has introducedv “logistics” , made detailed explanations for the word
and introduced several elements of logistics. Through learning this unit, we can
find out the origin of logistics, familiar with its definitions in every area, and famil-

iar with several important segments in logistics activity, which can make a base for

the following units.

Introduction

“Logistics” is a term, which originates from both the army and French. Ac-
cording to the French, the Baron of Swiss origin who has served in Napoleon’ s ar-
my 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. )

In the business world however, the concept of “logistics” was applied solely
to “Material Replenishments Programs” ( MRP) and was confined to the manufac-
turing sector at the beginning. Therefore the extension of concept to company oper-
ations is a relatively new one and the earliest dates back to the 1950s in the USA.

>y 1
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Logistics starts with the provision of raw materials and semi-finished goods for
the manufacturing process, and finishes up with the physical distribution and after
sales service of the products. i

Economically, this creates a new source of profit characterized by the develop-
ment of mass distribution and attention to service quality. The two basis objectives in
practicing business logistics, cost reduction and time saving, have enabled companies
to profit not only in performance and quality but also in customer satisfaction.

Operationally, companies realize that the different aspects of logistics instead
of viewing them as separate processes, substantial savings can be made within their

business outgoing expenditure.

Definitions

There are various definitions of different editions. The term was defined as
follows ;
® Logistics ( business definition ) ; Logistics defined as business-paining
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 Oy, Helsinki, FI, 1996)
® Logistics ( military definition) ; The science of planning and carrying out
the movement and maintenance of forces ---Those aspects of military operations that
deal with the design and development, acquisition, storage, movement, distribu-
tion, maintenance, evacuation and disposition of material ; movement, evacuation,
and hospitalization of personnel; acquisition of construction, maintenance, opera-
tion and disposition of facilities; and acquisition of furnishing of services.
‘ —(JCS Pub 1-02 excerpt)
® Logistics: The process of planning, implementing, and controlling the effi-
cient, effective flow and storage of goods, services, and related information from
point of origin to point of consumption for the purpose of conforming to customer re-
quirements. Note that this definition includes inbound, outbound, internal and ex-

ternal movements, and return of materials for environmental purposes.

2 444



Unit 1 Introduction to the Logistics

—( Reference: Council of Logistics Management )

® Logistics; The process of planniﬁg, implementing, and controlling the effi-

cient, cost effective flow and storage of raw materials, in process inventory, fin-

ished goods and related information from point of origin to point of consumption for
the purpose of meeting customer requirement.

—(Reference; Canadian Association of Logistics Management )

From these definitions logistics can be briefly described like this: Logistics
means having the right thing, in the right place, at the right time. But in this book
the underlying concept might be defined as follows:

Logistics is the process of strategically managing the procurement, movement
and storage of materials, paris and finished inventory (and the related information
flows) through the organization and its marketing channels in such a way that cur-
rent and future profitability are maximized through the cost-effective fulfillment of
orders.

This basic definition will be extended and developed as time goes by, but it
makes an adequate starting point.

A logistics configuration showing the key components of logistics and the im-

portance of physical flows and information flows.

> transportation flow
Treverse flow
raw material ] production/storage
components <— information flow
packaging production
items process | packaging finished depots @
3 sub— goods
product bl : d
sourcing assembly unitization Inventory distribution| an
o ed work—in warehouse centres
importe —progress g}
materials progre < <3 <4
bought in & end users
parts
procurement
materials management
v distribution I
{ logistics |
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