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Learning Aims

This unit has introduced “logistics”, made detailed explanations for the word and in-
troduced several elements of logistics. Through learning this unit, we can find out the ori-
gin of logistics, familiar with its definitions in every area, and familiar with several impor-

tant segments in logistics activity, which can make a base for the following units.

1.1 Introduction

“Logistics” is a term, which originates from both the army and French. According to
the French, the Baron of Swiss origin who has 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” encompas-
ses transport organization, army replenishments and material maintenance.

In the business world, however, the concept of “logistics” was applied solely to “Ma-
terial Replenishments Programs” and was confined to the manufacturing sector at the be-
ginning. Therefore the extension of concept to company operations is a relatively new one
and the earliest dates back to the 1950s in the USA.

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 serv-
ice of the products.

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

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

outgoing expenditure.
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1.2 Definitions

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

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

(Logistics Partners Oyo, Helsinki, FI, 1996)

« Logistics (military definition): The science of planning and carrying out the move-
ment 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 per-
sonnel; acquisition of construction, maintenance, operation and disposition of facilities;
and acquisition of furnishing of services.

(JCS Pub 1-02 excerpt)

 Logistics: The process of planning, implementing, and controlling the 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 def-

inition includes inbound, outbound, internal and external movements, and return of ma-
terials for environmental purposes.

(Reference: Council of Logistics Management)

» 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 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 underly-
ing 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 time goes by, but it makes an
adequate starting point.

A logistics configuration showing the key components of logistics and the importance

of physical flows and information flows. (Figure 1.1)
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Figure 1.1 A logistics configuration

It is interesting to detect the different biases, military, economic, etc. It is not easy
to determine which of the many definitions is the most suitable. An appropriate modem def-
inition that applies to most industry might be that logistics concerns the ever transfer of
goods from the source of supply through the place of manufacture to the place of consump-
tion in a cost-effective way while providing an acceptable service to the customer. This fo-

cus on cost-effectiveness and customer service is a point of emphasis throughout this book.
1.3 Elements of Logistics

Logistics refers to the systematic management of the various activities required to
move benefits from their point of production to the customer. Often these benefits are in
the form of a tangible product that must be manufactured and moved to the user; some-
times these benefits are intangible and are known as service. They too must be produced
and made availed to the final consumer. But logistics encompasses much more than just the
transport of goods.

Important elements of logistics include the following categories:

» Storage, warehousing and Materials handling

<Location of warehouses

<Number and size of distribution depots

<Type of operation

5%
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<Etc.

¢ Transportation

<Mode of transport

< Type of delivery operation
<Load planning

<Route schedule

<Etc .

* Inventory

<What to stock?

<Where to stock?

<How much to stock?
<Ete.

e Information and control
<Design of systems
<Control procedures
<Forecasting

<Etc.

e Packaging and unitization
<Unit load

<Protective packaging
<Handling systems

<Etc .

In addition, the total system intcrrelationships need to be considered and planned

within the constraints of costs and service levels.

Words and Expressions

logistics n P, 58, EEE

originate from IR T

encompass o (. %, UENRUEREY
replenishment n #hg, A

extension n JEARFESSY, AR

provision n HEN;, (—Hb {EAdh, ik, B, HE
after sales service Gk 55

objective n HI, Hir

performance n PAT, BTT, TAENG

not only. .. but also AL eeeee 1M HL

customer satisfaction Ji3 2 v

substantial adj. M4y, SEPRG, EER
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outgoing n ShH, FF3C, Wi

expenditure n A, R

framework n AR, HEZR, EEMERR

acquisition n K%, KEY

evacuation n BiiG WA

disposition n BCE, LHE

hospitalization of personnel n PN ANEIFIRE

furnish ot BeRr, e, K

procurement n WKk, KIS, BE

implement ut. JATs AT

conform v 8, A

inbound adj. WHLE, FHATH

outbound adj. FFFESMHLE, JFESMEM

inventory n VEYHIH %, A58, W, SF

fulfillment n AT, SR, Bt

configuration n M1E, 45k, SME, FLE

consumption n 1%

systematic adj. ERGH, KRK

tangible adj. YIS

intangible adj. YELABI T, JCIEH

category n F%E, #I]

warehousing n GER, ANCE, CFEMA

distribution n Sk, S

package n %, GERY

unitize ot (ERHEAA, fHgE—

constraint n BRI BAE; s
Exercise

I . Question

1. What is the logistics?

2. Where does the term “logistics” originate from?

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

4. What are included in the elements of logistics?

I . Translation

1. 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 serv-
ice of the products.

9
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2. 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.

3. Logistics refers to the systematic management of the various activities required to
move benefits from their point of production to the customer.

4. Often these benefits are in the form of a tangible product that must be manufactured
and moved to the user; sometimes these benefits are intangible and are known as service.

II . Speaking Practice

Making a Flight Reservation

Mr. Wilson, a businessman from Manchester, is going to China by air to attend Tian-
jin Import & Export Commodity Fair. He makes a flight reservation for his trip to Tianjin.

Agent: May I help you, sir?

Wilson: Yes. I’d like to book one seat from Manchester to Beijing.

A: Sorry, I’m afraid there aren’t any direct flights. You’ll have to change in Lon-
don.

: That’s all right.
When are you flying?
: Next Tuesday.

> EPE

There is a flight leaving Manchester for London next Tuesday at 10: 30 a. m. and
the earliest connecting flight is at 12: 45 p. m.

W. Will I have enough time in London to transfer flights?

A: Don’t worry, sir. There will be plenty of time left. You will be landing in London
at 11: 25 a. m.

W: Fine.

A: May I have your name, please?

W: Mark Wilson, M-A-R-K, W-I-L-S-O-N.
A: Do you want to fly first or economy class?
W: Economy, please.

A: One way or round trip?

W. Round trip. How much is the air fare?

A: The air fare for a round trip is 730 pounds.
IV. Reading

Evolution of the Logistics Management Concept
In conclusion, logistics management concept has evolved over the last three decades
from the narrowly defined distribution management to the integrated management of the
global supply chains.

Physical distribution: The first phrase of the logistics management concept began dur-
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ing the 1960s to replace the fragmented management by physical distribution manage-
ment. Physical distribution was intended to mean “the broad range of activities associated
with efficient movement of finished products from the end of the production line to the con-
sumers” . Its main focus is on the rationalization of the relationship between the firm and
its customers. Physical distribution thus includes functions like delivery, warehousing,
material handling, protective packaging, and customer services.

Physical distribution approach has gained wide acceptance among various manufactur-
ers and distributors, but the limitation of the physical distribution approach soon became
obvious since it did not address the cost containment issue of the raw material and working-
process inventory (which account for, in average, 60 percent of the total material inven-
tory).

Internally integrated logistics: Logistics management has experienced the second tran-
sition in 1980s. The experience during 1960s and 1970s suggested that the physical distribu-
tion function should be integrated with pre-production activities such as material sourcing
and work-in-process inventory to form a total material low management.

Material flow was thought to be a process that involved horizontal movement of inven-
tory from the time that raw material was delivered until the time when an account receiva-
ble was recorded by the firm (a sale made and the product shipped). Emphasis was shifted
from the minimization of the level of inventory to the speed of processing (e. g. inventory
velocity). These logistics management techniques were primarily conceived at the level of
individual firms, but it has little impact on the improvement in the overall efficiency of the
national economy.

Externally integrated logistics: This integrated logistics management approach has
made the third evolution in early 1990s and beyond. It has extended the concept beyond one
firm to all firms involved in the whole supply chain, outsourcing the internally supplied
materials and products to external suppliers. This extended view of enterprises offered
firms an opportunity to view the relationship with vendors, suppliers, third party logistics
support agents and customers in a different way, each forming a part of the chan-
nel. Participants in the channel gain competitive advantage through improving the overall
channel efficiency by reducing risk and effectively leveraging the corporate resources of
each channel member. Coupled with the recent development of electronic data interchange
(EDD, this approach began to bring about a broader impact on micro economic efficiency.

Global supply chain management: The fourth evolution has taken place in the form of
the global logistics management. which has been applied by MNCs. With declining profit
margin in the domestic market and in face of need of continued business expansion, these
corporations are seeking new worldwide markets on an unprecedented scale. Global market-
ing and sale initiatives are the trend toward which MNCs are increasinglg gearing up. This
trend for internationalization, in turn, requires much more sophisticated management
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techniques over the entire process of the commodity movement from the countries of origins
to the countries of destinations. Moving a wide variety of products around the world 24
hours a day, 365 days a year requires logistics management techniques significantly differ-
ent from those developed for domestic markets. Closely linkage of all players in the global
supply chains requires the logistics management underpinned by the international EDI sys-
tem. This globalization of business activities is a major factor reshaping the international
trading activities to which all countries are required to adjust by adapting their institutional
frameworks.

V . Complementary Knowledge

WRmAEX R E PRI RE
alternate tiers 10W pattern AEERDL
AGV PN g
anchoring H B W 22
AS/RS (Automatic Storage
Retrieval System) ERSIL VAL SENES
assembly packaging EES%
average inventory -y bE
battery IR
beam B, Bt
belt conveyor Bt kbl G
block pattern 10W pattern TG
bonded warehouse bRy it O R BB R
brick pattern it A
buffer stock ZoprE R
cantilever shelving B
cargo freight Uit/
carrying iz
chain conveyor PR EEYL G
charger FEHLL
cold chain system B UREE RS
common carrier nitEE AN
consolidation KiZES
container terminal ARBERH e o
contract carder WL EIEN
contract logistics LAY
counterbalance truck Ve (SEah. Mgl Ui HERL
delivery fidi%
diagonal bracing FHE
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