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C pter 1 Introduction to Log’ stics

Management

~  Learning Objectives
After reading this chapter, you will be able to:
® Understand the brief origins and history of logistics conception deve-
lopment.
® [ carn the definition and boundary of logistics.
® Gain an understanding of competitive advantage through logistics
management.

® Understand the mission of logistics.

Learn the factors changing logistics environment.
® Get an overview of the changing logistics environment and the new
rules of logistics competition.

® Get an overview of the logistics network of the 21 century.



1.1 What is Logistics

In the early part of 1991 the world was given a dramatic example of the importance of

logistics. However, the term “logistics” comes from the military.

1.1.1 Brief History of Logistics Emergence

WA MR B e N AR
THEARENMET . A
M A F B UL
Fe, AR ZIER B
AT B M T i R A

The history of mankind wars present logistics strengths and
capabilities. In the American War of Independence, the British

TR RN ETE AR, were defeated because they could not feed their 12 000 troops
from faraway Britain without any capable supplying organization.
In the Second World War logistics also played a major role. The Allied Force’s invasion of
Europe was a highly skilled exercise in logistics, as was the defeat of Rommel in the desert.
Rommel himself once said that “:++ before the fighting proper, the battle is won or lost by
quartermaster”. However, whilst the Generals and Field Marshals from the earliest times have
understood the critical role of logistics, strangely it is only in the recent past that business
organizations have come to recognize the vital impact that logistics management can have in the
achievement of competitive advantage. Partly this lack of recognition springs from the relatively
low level of understanding of the benefits of integrated logistics. It is paradoxical® that it has
taken almost 100 years for these basic principles of logistics management to be widely accepted.

1.1.2  Origins and Definition of Logistics

The term “logistics” originates from the ancient Greek “logos”—ratio, word, calculation,
reason, speech, oration. In ancient Greek, Roman and Byzantine empires, there were military
officers with the title “Logistikas” who were responsible for financial and supply
distribution matters.

Military logistics

Originally, logistics is a military term, first used in the Napoleonic era. Logistics, as a
military term, is defined as “the art of moving armies and keeping them supplied”. The term has
become popular since the Gulf War of 1991, particularly since the publication in November,

1992 of an interview with William Pagonis, the general who had been in charge of logistics in

@ underpin v. W[, ZHE
@ paradoxical adj. TGEM
> 2



Chapter 1 Introduction to Logistics Management

that war. William Pagonis defines it as:

maintenance, procurement, _contracting_and _automation into a ' (#i) AIE A B
single function_that ensures no_suboptimization in any of those @ &f#. 44, MK, T4
areas, to allow the overall accomplishment or a particular strategy, | A% B ZV4EH|5F 2 #2726
objective, or mission.” A=K, BIH F AL

While Pagonis’s accomplishments in the field deserve the PRAEEAR AT T K- B AT
highest respect, his definition mixes the description of what a 512509 KA .
function is with how it should be performed. However, without
integration and automation, and with suboptimization, his list of functions would still
presumably” comprise logistics. In essence, what all these functions add up to is all military
operations except combat.

According to Webster’s encyclopaedic® dictionary, it designate

“the branch of military science and operations dealing with the procurement, supply, and
maintenance of equipment, and hospitalization of personnel, with the provision of facilities and
services, and with related matters.”

The reference to related matters unfortunately opens this definition to multiple
interpretations. In business, a commonly used definition for logistics in business is given by the
Council for Logistics Management (CLM):

“Logistics is that part of the supply chain process that plans, implements, and controls the
efficient, effective forward and reverse flow and storage of goods, service, and related
information between the point of origin and the point of consumption in order to meet customers’
requirements.”

While this definition carries the authority of a professional society, it is difficult to sue for
the following reasons.

® [f logistics is defined as “part of the supply chain process”, then the “supply chain

process” also needs to be defined.

® This definition appears to exclude the possibility that logistics could done in an

ineffective or inefficient manner.

® Listing goods, services, and related information appears to exclude flows of money

from consideration.

® The emphasis placed on meeting customers’ requirements in the definition is

unnecessary and may lead the reader away from the many possible improvements in
logistics that are not directly related to customers.

In “Supply Chain Strategy”, Frazelle gives the following definition:

“Logistics is the flow of material, information and money between consumers

@ presumably adv. KM, MK
@ encyclopaedic adj. TR
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and suppliers”.

While his definition is crisper” and clearer than the CLM’s, it has the following

shortcomings.

® [t is too broad in that it appears to encompass production itself. Work-pieces flow

through milling machines, but cutting metal is not part of logistics.

® [t is too narrow in that it does not include services. Getting passengers on and off a

plane, for example, does not fit this definition, unless you agree that people are a

special case of materials.

® The reference to consumers, as opposed to customers, is puzzling, because it restricts

the discussion to consumer goods, to the exclusion of capital goods, whose end users,

by definition, are not consumers.

So far, many definitions of logistics have been proposed. What is logistics management in

the sense that it is understood today? There are many ways of defining logistics but the

underlying concept might be defined as:

RN L LR A AR,
g L@ g R T
k. MBS A R
s Ae S A 0142, i
i TR AL 6T
AFPR & AT Ar AR X
B R KA,

This basic definition will be extended and developed as the
logistics practice progresses, but it makes an adequate starting

point.

Good to know

The first objective of logistics is to deliver the right materials to the right locations, in the

right quantities, and in the right presentation; its second, to do all of it efficiently.

1.1.3 Recognizing the Boundary of Logistics

In manufacturing, logistics includes the following.

® Material flows: Shipping, transportation, receiving, and storage and retrieval between

plants and between production lines within a plant.

® Information flows: Transaction processing associated with the material flow, analysis

of past activity, forecasting, planning, and scheduling future activity.

® Funds flows: Payments triggered the movements of goods and information.

Logistics encompasses everything that happens outside the factory walls, as seen in Figure 1.1.

@ crisp adj. WHEM
> 4



Chapter 1 Introduction to Logistics Management

The plant sees materials come in/from a network of suppliers and products go out to a
distribution network. What happens inside each of these networks affects the plant, but is often
not visible to its management beyond the first tier”. Allowing each plant to know more about
both its suppliers’ suppliers and its customers’ customers is a stated objective of supply chain

management, but is not yet commonly achieved.

Inbound logistics: Multiple Outbound logistics: Multiple tiers of
original equipment manufactures,
distribution centers, distributors,
wholesalers and retailers, and service
providers

tiers of suppliers

Figure 1.1 Inbound and outbound logistics

I B, Wik e Rk
T B A b A AR ),

assembly stations; it also conveys work pieces between con-
tiguous® stations. Even though these transfers do not transform
the workplaces, this activity is still considered to be production, because it is run by the
production department.

Technically, part preparation by logistics overlaps with many ) .
Wy iFAe 2 5 H R agiR E

points. At some locations, materials handlers deliver open bins® i o
BT R R A,

of parts to flow racks directly in the assembly line; the other
locations, to a warehouse from which a special operator working
for production prepares the parts, picks kits®, and delivers them to assembly. In the first case, the
boundary between Logistics and Production is right behind the assembly station; in the second
case, one step removed from it.

Another key boundary is that between the plant and the rest of the world which is usually
materialized in the form of docks for receiving and shipping. in-plant logistics is often called

O tier n 2, EY

@ contiguous adj. WEARMH, ABUTHI
® bin n. HikE

@ kit n. (BEELFH) BB K



RTSER . EAEMEE parts from suppliers and_the out-bound logistics of distributing

FHAENRORA], SR finished goods in_the way it is managed. In-plant logistics_is under

PR A B R RIRE  the control of one organization.

SR G 1 6 M) VA BB iE In and out bound logistics, on the other hand, are ruled by the
Rt N E MR eg % 2% | interaction of multiple independent economic agents—including

KATE . AL AHRE— | multiple tiers of suppliers and distributors, trucking companies,
AE VLR BATE 2R, railroads, and air and sea freight companies—making their own
decisions.

114 Other Types of Logistics

1. Other Types of Logistics

(1) Business logistics. Logistics as a business concept evolved only in the 1950s. Tanimoto &
Hakutoshobo (2000) call “business logistics” the efforts of a company to designate the expansion
of these efforts to multiple tiers of suppliers and customers or distributors. Most companies,
however, have little or no access to suppliers’ suppliers or customers’ customer: whatever
influence they may have limited to companies they directly buy from or sell to. Companies’
actions in supply chain logistics often consist of reinforcing the tier structure to reduce the
number of suppliers or customers they must interact with.

In business, logistics may have either internal focus (in-bound logistics), or external focus
(out-bound logistics) covering the flow and storage of materials from point of origin to point of
consumption. The main functions of a qualified logistician include inventory management,
purchasing, transportation, warehousing, consultation and the organizing and planning of these
activities.

(2) Social logistics. Tanimoto also identifies “social logistics” as the setting, maintenance,
regulation, and taxation by governments of the infrastructure within which companies operate,
including the following.

®  Transportation: Roads, railroads, canals, ports and airports.

®  Communications: Voice and data communication networks.

® Controls and law enforcement: Inspections of goods at border crossings and

verification of regulatory compliance® .

® Tuxation: Tolls®, taxes, duties, as well as incentives and subsidies designed to

influence the behaviour of independent economic agents towards such common goods

as preservation of the environment.

@ compliance n. KM, JFI
@ toll n. HATHE, k552
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Chapter 1 Introduction to Logistics Management

RO, .
® Emergency response: Restoration” of services after earthquakes, floods, fires or other
natural or human-made disasters.

(3) Lean logistics. Lean logistics is the logistics dimension of lean manufacturing. Lean

destination signals that it is ready for them. Moving small ;| #7& % AARIERE = E
quantities of many items between and within plants with short, ReEMREIT, MARRR
predictable lead times requires pickups and deliveries at fixed = HR& “UAEEZE” .
times along fixed routes called “milk runs”. Toyota uses a

worldwide network for logistics and markets in Japan through an Internet portal®.

(4) Production logistics. The term is used for describing logistic processes within an
industry. The purpose of production logistics is to ensure that each machine and workstation is
being fed with the right product in the right quantity and quality at the right point in time.

The issue is not the transportation itself, but to streamline”
and control the flow through the value adding processes and | W T /= deZ2 & 147
eliminates non-value adding ones. Production logistics provides M, R IRIR R A
the means to achieve customer response and capital efficiency. WP e KAy, HER
Production logistics is getting more and more important with the MAEAE B A E 2 = b

decreasing batch sizes. In many industries (e.g. mobile phone) - EALAHE.

2. Professional logistician

A logistician is a professional logistics practitioner. Professional logisticians are often
certified by professional associations. Some universities and academic institutions train students
as logisticians, by offering undergraduate and postgraduate programs.

3. Logistics management

Logistics management is that part of supply chain management that plans, implements, and
controls the efficient, effective forward and reverses flow and storage of goods, services, and
related information between the point of origin and the point of consumption in order to meet
customers’ requirements. Logistics management activities typically include inbound and
outbound transportation management, fleet management, warehousing, materials handling, order
fulfillment, logistics network design, inventory management, supply/demand planning, and
management of third party logistics services providers. To varying degrees, the logistics function
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