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Chapter 1 An Introduction to Logistics

1.1 What Is Logistics

Key points: logistics; demand; competitive advantage
Difficult points: logistics

Requirements
"By the end of this lesson, you should be able to

e understand the definition of logistics.

® understand the history of logistics.

In the early part of 1991 the world was given a dramatic example of the importance of
logistics. As a precursor to the Gulf War it had been necessary for the United States and its
allies to move huge amounts of material great distances in what were thought to be
impossibly short time-frames. Half a million people and over half a million tones of material
and supplies were airlifted 12,000 kilometers with a further 2.3 million tones of equipment
moved by sea - all of this achieved in a matter of months.

Throughout the history of mankind wars have been won and lost through logistics strengths
and capabilities-or the lack of them. It has been argued that the defeat of the British in the
American War of Independence can largely be attributed to logistics failure. The British Army in
America depended almost entirely upon Britain for supplies. At the height of the war there were
12,000 troops overseas and for the most part they had not only to be equipped, but fed from
Britain. For the first six years of the war the administration of these vital supplies was totally
inadequate, affecting the course of operations and the morale of the troops. An organization
capable of supplying the army was not developed until 1781 and by then it was too late.

In the Second World War logistics also played a major role. The Allied Forces’ 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
quartermasters. ”

However while 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
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in the achievement of competitive advantage. This lack of recognition partly springs from the
relative level of understanding of benefit of integrated logistics. Arch Shaw, writing in 1915,
pointed out that:

‘The relations between the activities of demand creation and physical supply ... illustrate the
existence of the two principles of interdependence and balance. Failure to co-ordinate any one
of these activities with it group-fellows and also with those in the other group, or undue
emphasis or outlay-put upon any one of these activities, is certain to upset the equilibrium of
Sforces which means efficient distribution.

The physical distribution of the goods is a problem distinct from the creation of demand ...
Not a few worthy failures in distribution campaigns have been due to such a lack of
co-ordination between demand creation and physical supply...

Instead of being a subsequent problem, this question of supply must be met and answered
before the work of distribution begins.’

It has taken a further 70 years or so for the basic principles of logistics management to be
clearly defined.

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 follows:

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

This basic definition will be extended and developed as the book progresses, but it makes an

adequate starting point.

New Words And Terms
RiR REDME Bz
frame n. [freim] B, EH. &0 ER. &8
time-frames (EHRRENK) HiEER
logistics n.[le'dzistiks] YR, B, (EPEEEhE) BN%k
He. HRAR
strength n.[stren@] HE. E£H
attribute v.[etribju:t] Heeenee HETF; AKgeeee BT
administration n.[sdminis'treif an] BHHE, £%,; 1TH. fTEHL>=
vital a.['vaitl] EME BEMIE: G
inadequate a.[in'sedikwit] AR TEXH. REEPAT
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EEE
Fi7  FAAE iz
allied a.['zlaid] i)
Allied Forces (FE—-kHF &R HAEZE, B
ZWRHEFRARRD EEEZER
invasion n.[in'veizan] ANz BF
quartermaster n.[ kwo:ta'ma:sta] EFER
recognize v.[rekagnaiz] MR &I
impact n.['impaekt] i 1EA
integrated a.[intigreitid] BAR), HARBDEKR
illustrate v.[lilestreit] CHEEH 7)) el
interdependence n.[ ,intadi'pendans] HAREKE, BEARKE
co-ordinate n.[kau'adinit] [EEAREL)]
group-fellows RA B 1
equilibrium n.[izkwi'libriam] ST, A
distribution n.[distri'bju:[an] B
physical distribution SERSTED
underlying n. [ ,anda’laiin] TR, FF
strategically adv. [ stra'ti:dzikli] TEGRES i
procurement n. [ pra,kjua’'maent} . L
storage n. ['sto:rids) . RE; BEHEE;, GF. B
inventory n. [ invantri] Wr=H%;: i
information flows =Y
marketing n [ 'fﬁalkitif_]] THEH
channel n. ['tfeeni] i
fulfillment n. [ ful,fi'mant} WAT. TR R
order n. ['9:da] EH. EHA

Sentence Explanations

1. “As aprecursor to the Gulf War it had been necessary for the United States and its allies
to move huge amounts of material great distances in what were thought to be impossibly short
time-frames.” {E MBI FHIMESR, KEMERBEEEBANR TR ER, DIET
PEEHIZ R B FE T

2. “However while 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
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achievement of competitive advantage.” RE K E MM E LINB EFHINRE T 58 Bk
H, 4 AFBRAESWARAZTARINANREREEEMNRA RSB ENEEEN.

3. “Failure to co-ordinate any one of these activities with it group-fellows and also with

those in the other group, or undue emphasis or outlay-put upon any one of these activities, is
certain to upset the equilibrium of forces which means efficient distribution. ” ¥ X £ 531+ £
ARG A EHIHELAES, AL RBAALINE, BRETLHRANK
FXEEHPREM—, BESTHEAE R HEERRNEERAFERE.

Questions

1. What is the logistics?
2. How do you comprehend the sentence “ ‘logistics’ encompasses much more than just the

transportation and warehouse?”

Reading

What is logistics?
"Logistics means having the right thing, at the right place, at the right time."

Logistics - (business definition) Logistics is defined as a business planning framework for the management of
material, service, information and capital flows. It includes the increasingly complex information, communication
and control systems required in today's business environment. — (Logistix 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, 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 1-02 excerpt)

Logistics - The procurement, maintenance, distribution, and replacement of personnel and materiel. —
(Websters Dictionary)

Logistics - 1. The branch of military operations that deals with the procurement, distribution, maintenance,
and replacement of materiel and personnel. 2. The management of the details of an operation.

[French logistiques, from logistique, logic (perhaps influenced by loger, to quarter), from Medieval Latin
logisticus, of calculation.] — (American Heritage Dictionary)

Logistics - *+'the process of planning, implementing, and controlling the efficient, 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 requirements." Note that this definition includes inbound, outbound, internal, and
external movements, and return of materials for environmental purposes. — (Reference: Council of Logistics
Management, http://www.clm1.org/mission.html, 12 Feb 98)

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
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point of consumption for the purpose of meeting customer requirements. — (Reference: Canadian Association
of Logistics Management, http://www.calm.org/calm/AboutCALM/AboutCALM.html, 12 Feb, 1998)

Logistics - The science of planning, organizing and managing activities that provide goods or services. —
(MDC, LogLink / LogisticsWorld, 1997)

Logistics - Logistics is the science of planning and implementing the acquisition and use of the resources
necessary to sustain the operation of a system. — (Reference: ECRC University of Scranton / Defense Logistics
Agency Included with permission from: HUM - The Government Computer Magazine "Integrated Logistics"
December 1993, Walter Cooke, Included with permission from: HUM - The Government Computer Magazine.)

Logist - To perform logistics functions or processes. The act of planning, organizing and managing
activities that provide goods or services. (The verb "to logist." Eg. She logisted the last operation. I will logist the
next operation. I am logisting the current operation. We logist the operations. The operations are well logisted.)
— (MDC, LogLink / LogisticsWorld, 1997)

Logistic - Of or pertaining to logistics. — (MDC, LogLink / LogisticsWorld, 1997)

Logistical - Of or pertaining to logistics, logistics-like. — (MDC, LogLink / LogisticsWorld, 1997)

Logistics Functions - (classical) planning, procurement, transportation, supply, and maintenance. —
(United States Department of Defense DOD)

Logistics Processes - (classical) requirements determination, acquisition, distribution, and conservation.
— (United States Department of Defense DOD)

Business Logistics - The science of planning, design, and support of business operations of procurement,
purchasing, inventory, warehousing, distribution, transportation, customer support, financial and human
resources. — (MDC, LogLink / LogisticsWorld, 1997)

Cradle-to-Grave - Logistics planning, design, and support which takes in to account logistics support
throughout the entire system or product life cycle. — (MDC, LogLink / LogisticsWorld, 1997)

Acquisition Legistics - Acquisition Logistics is everything involved in acquiring logistics support
equipment and personnel for a new weapons system. The formal definition is "the process of systematically
identifying, defining, designing, developing, producing, acquiring, delivering, installing, and upgrading logistics
support capability requirements through the acquisition process for Air Force systems, subsystems, and
equipment. — (Reference: Air Force Institute of Technology, Graduate School of Acquisition and Logistics.)

Integrated Logistics Support (ILS) (1) - ILS is a management function that provides planning, funding,
and functioning controls which help to assure that the system meets performance requirements, is developed at a
reasonable price, and can be supported throughout its life cycle. — (Reference: Air Force Institute of
Technology, Graduate School of Acquisition and Logistics.)

Integrated Logistics Support (ILS) (2) - Encompasses the unified management of the technical logistics
elements that plan and develop the support requirements for a system. This can include hardware, software, and
the provisioning of training and maintenance resources. — (Reference: ECRC University of Scranton / Defense
Logistics Agency Included with permission from: HUM - The Government Computer Magazine "Integrated
Logistics" December 1993, Walter Cooke.)
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Logistics Support Analysis (LSA) - Simply put, LSA is the iterative process of identifying support
requirements for a new system, especially in the early stages of system design. The main goals of LSA are to
ensure that the system will perform as intended and to influence the design for supportability and affordability.

— (Reference: Air Force Institute of Technology, Graduate School of Acquisition and Logistics.)

Notes

Competitive advantage X 5§43
mh 3 B A\ #4% (Michael E. Porter )7E 1985 Py iR Competitive Advantage —+iH{&H .
BHRBE DU RIRE 5SS EERXHFEERE, BREZPELHNE.

1.2 The Logistics of Business Is Big and Important

Key points: supply chain; competitive advantage
Difficult points: competitive advantage
Requirements:

By the end of this lesson, you should be able to

® understand the importance of the logistics to firms.

®  describe the relationship between logistics and firms.

It is through the logistical process that materials flow into the manufacturing capacity
of an industrial nation and products are distributed to consumers. The recent growth
global commerce and the introduction of e-commerce have expanded the size of complexity
of logistical operations.

Logistics adds value to the supply chain process when inventory is strategically positioned
to achieve sales. Creating logistics value is costly. Although difficult to measure, most experts
agree that the annual expenditure to perform logistics in the United States was approximately
10.1 percent of the $9.96 billion Gross Nation Product (GNP) or $1.006 billion. The logistics of
business is truly big business!

DELL GOES TO THE EXTREME

According to industry legend. Henry Ford's manufacturing philosophy was “You can have
any color you want as long as it's black." The manufacturing strategy that has fostered
unprecedented success for Dell Computers is the exact opposite of Ford’s mindset:” Build every
order to order." Essentially, it spawns the ultimate manufacturing oxymoron: mass
customization.

The critical component to facilitate mass customization is a logistics program built upon a
concept of "extreme warehousing” and a superior software platform. Ryder Integrated Logistics,

a subsidiary of Ryder Systems, Miami, Florida, houses supplier-owned inventory for Dell at
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locations in Austin, Texas, and Nashville, Tennessee. The Austin facility is fed by 50 global
suppliers and the Nashville site is fed by 60 vendors worldwide.

"Dell requires suppliers to respond with order fulfillment within two hours. The only way
suppliers can meet this expectation is to utilize our logistics management," explains Dave Hanley,
director of business development for Ryder. "Dell maintains less than six days of inventory, and
turns work-in-process approximately 264 times annually. The company uses our services to
minimize investment in inventory, and to abolish 'dead space,' or 'nonproductive storage areas."

"We replenish to kanbans and maintain a working inventory at the production facility,"
Hanley says. "Dell does an incredible job of estimating what products will be selling, and
different products peak at various times. Laptops are big now and business machines are more
popular in the first quarter of the year than in the last."

Currently, Ryder has responsibility for the inventory from the time it arrives at its facilities
until it delivers to Dell. Hanley is confident that incorporating Ryder's processes and logistics
management across all inbound shipments from suppliers, beginning at every point of origin,
would bring tremendous additional value to Dell.

While he acknowledges Dell is the master of execution in manufacturing, Hanley says the
software used by Ryder to manage the extreme warehousing requirements is one of the computer
manufacturer's "top three critical success factors."

The software had to satisfy many requirements—from open architecture to a scalable
platform that would grow with Dell. The solution has done precisely that, expanding with the
Austin facility as it grew from 12,000 square feet in 1997 to more than 600,000 square feet by
1999.

"Extreme warehousing demands fast response and critical management," says Hanley.
"There's a live customer waiting for the order, and a mistake today means a disappointed
customer in just two days."

This rapid fulfillment doesn't allow recovery time for mistakes, so the WMS has to execute
perfectly and flawlessly on every order, he notes.

Source: Anonymous, "Dell Goes to the Extreme," Inbound Logistics, January 2000, p. 122.

Despite the sheer size of logistical expenditure, the excitement of lean logistics is not cost
containment or reduction. The excitement generates from understanding how select firms use
logistical competency to achieve competitive advantage. Firms that have developed world-class
logistical competency enjoy competitive advantage as a result of providing important customers
superior service. Leading logistical performers typically implement information technology
capable of monitoring global logistical activity on a real time basis. Such technology identifies
potential operational breakdowns and facilitates corrective action prior to delivery service failure.

In situations where timely corrective action is not possible, customers can be provided
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advance notification of developing problems, thereby eliminating the surprise of an
unavoidable service failure. In many situations, working in collaboration with customers
and suppliers, corrective action can be taken to prevent operational shutdowns or costly
customer service failures. By performing at above industry average with respect to
inventory availability, speed and consistency of delivery, and operational efficiencies,
logistically sophisticated firms are ideal supply chain partners.

New Words And Terms

i)

EHiAk

Bz

consistency

n.[kan'sistansi]

—E. —8; WE. BE

- B

capacity n.[ke'paesati] BN, ¥ H. BES, BB, BE. %
position v.[pe'zi[n] BEEELANNE. g 2B
contain v.[kan'tein] 4

reduction n.[ri'dAk[ an] W W

Gross Nation Product(GNP) REFBME

sheer a[[ia} AR . SRE

identify v.[ ai'dentifai] A, HE. B2

notification n.[,nautifi'’keifn] B (B L A

availability n.[ aveila'biliti] B () . TEH

sophisticated a.[ so'fistikeitid] ZT 0. BEN

implement v. [implimant] K]

real time 4y

breakdown n.['breikdaun] iR, BIR. R

collaboration n.[ ka'leebsre[n] A1

Sentence Explanations

1. “It is through the logistical process that materials flow into the manufacturing capacity
of an industrial nation and products are distributed to consumers.” FiIWHILFE, HYHEN—
ATV BT Al R 1 3 B B LU RS A 2

2. “The recent growth global commerce and the introduction of e-commerce have
expanded the size of complexity of logistical operations.” ¥RV KHKMBFEEH
FIANBEY K THREE R FRENERE.

3. “Insituations where timely corrective action is not possible, customers can be provided

advance notification of developing problems, thereby eliminating the surprise of an unavoidable
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service failure.” ZEANREREUK B IERA AT S EE L T, B2 AT LAFISE /8 21 L BR 1A L) 0
B AN S A B X T — NS Al 3 S AR 55 SR U B R

4. “In many situations, working in collaboration with customers and suppliers, corrective
action can be taken to prevent operational shutdowns or costly customer service failures. "7E1R %
BT, MEBEAREN A, 7 LCREUER AT 3R BT (L3R E 5 BERER & 5T
J 2% i 55 SR Lo

5. “By performing at above industry average with respect to inventory availability, speed
and consistency of delivery, and operational efficiencies, logistically sophisticated firms are ideal
supply chain partners.” X TR A MM, HHAE M —BUEMRIERE T HERITHIEL
AT KR, BARR A KPR e R ARG SRk .

Questions

1. Discuss the functions of the logistics.
2. Give some examples to illustrate the importance of a firm’s logistical activities.
3. Could you explain how a firm can achieve competitive advantage by using logistical

competency?

Reading

Logistics and Supply Chain as Competitive Business Weapons

If you do not already consider and treat Logistics and Supply Chain Management as a weapon in your
company's competitive business arsenal, now is the time to take a sober second look at this rapidly advancing
area. Existing competition, or new wave online competitors may already be taking aim at your firm and your
customers as you read this article.

It is indeed absolutely astounding how fast change is now occurring in Logistics and Supply Chain
Management! This week represents the first in a series of features here on About.com focusing on the three major
reasons Logistics and Supply Chain Management is rapidly becoming one of the most central of business issues
as we enter the new millennium.

In this feature, we explore the major impact the now more slowly growing Internet Home Shopping and
Consumer Direct business models will have over time on traditional distribution methods and channels, and end
with descriptions of two related future features outlining the other important reasons why keeping up to date on
Logistics and Supply Chain Management is critical to the future health and success of your company.

Traditional players ignore this threat at their peril and must rapidly begin to adjust their networks to support
and defend against these challenges from surviving online pioneers like Amazon.com, Net Grocer and
Peapod.com to name a few. Any traditional firms who do not rise to this challenge will sooner or later face
significant negative business fallout and increasing percent to sales expense ratios as this growth occurs.

Much of the change we speak of is driven by the concept of Disintermediation which basically represents

the removal of all "middlemen" which add no real value between the process of manufacturing a product and its’



