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Chapter 1

Logistics from a Historical Perspective

Section A Overview Logistics

A characteristic of today’s society is its dependence on a wide variety of goods and services
which are produced by a multitude of business organizations. These companies are highly
competitive with each other in supplying goods and services. This competition occurs in three
areas: in determining customers’ wants, in arranging the production of goods to satisfy those
wants, and in making those goods available to the customers. The last responsibility is the
special objective of industry’s newest management function—business logistics.

Logistics has always been a central and essential feature of all economic activities. There

are few aspects of human activity that do not ultimately depend on the flow of goods from point

of origin to point of consumption. Without logistics, no materials can be moved, no

operations can be done, no products are delivered, and no customers are served.
Logistics has been playing a fundamental role in global development for almost 5,000 years

by now. Since the construction of the pyramids in ancient Egypt, logistics has made remarkable

strides. *' Time and again, brilliant logistics solutions have formed the basis for the transition to

a new historical and economic era. Quite frankly, from approximately 1950 to 1980, limited

appreciation was shown for the importance of logistics discipline.

The practice of logistics in the business sector, starting in the later half of the twentieth
century, is considered as the development of enterprises “accelerator” and the 21st century
“gold industry. ™ Examples of this fundamental progress include the invention of the sea-cargo
container and the creation of novel service systems during the 20th century.

In an effort to avoid potential misunderstanding about the meaning of logistics, this book

adopts the current definition promulgated by the Council of Logistics Management (CLM)"*' |

one of the world’s most prominent organizations for logistics professionals.

According to the CLM, “ Logistic is the process of planning, implementing, and controlling
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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
conforming to customer requirement. ”
According to Coyle, Bardi and Langley, there are four subdivisions of logistics :
® Business logistics—this is the same as the definition from the CSCMP and approach we
are adopting in our discussion.
® Military logistics—all that is necessary to support the operational capability of military
forces and their equipment in order to ensure readiness, reliability, and efficiency.
® Event logistics—management of all involved ( activities, facilities, and personnel) in
organizing, scheduling, and deploying the resources necessary to ensure the occurrence
of an event and efficient withdrawal afterwards.
® Service logistics—acquisition, scheduling, and management of facilities, personnel,
and materials needed to support and sustain a service operation.

Logistics is the management of the physical and information flows of products and of all

activities related to these flows. '° The physical flows of products include the movement of raw

materials from suppliers ( physical distribution) . The information flows of products cover reports
and documentation relating to goods movement. The activities related to these flows include:
storage, inventory, packaging, materials handling, communication, site selection, and
transportation. Thus, the logistics objective encompasses the delivery of products in correct
quantities and qualities whenever they are required.

Logistics is changing at a rapid and acceleration rate. There are some reasons: pressure to
change by the development of the system itself, more flexible and accurate logistic planning and
controlling through computers data processing, being flexible in handling markets of different
sizes for better competition, and competitive pressures leading to more efforts to improve
customer service.

This definition has been further augmented to include: the potential contribution of
logistics to achieving the goals of commercial enterprise is based upon (1) the integrated

management of all activities related to inventory to achieve operating objectives at lowest

possible costs,'”’ and (2 ) the proactive use of logistics to help achieve customer

satisfaction. *' This definition needs to be analyzed in closer detail.

New words

1. discipline ot Y%A 208 b5 (i AT B n. ISR 20 FRE RS AT A fE
W AT R (26 0k)
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2. promulgate . EH(FEFEY) ALHE N (RS BEEE)

3. implement vt SCHE , PRAT ; (A2 5k, SCPR; V& S5 (BOR) 5383 n. TR, 2
R H FEBG LR BAIT(RASF)

4. encompass vt. 1%, ;&R AIEREEY %2

5. augment ot BGOSR ISR HEAN HETR (F) P PR n B AN D

6. proactive adj. ATHEAY ; B £ 35 E3h &5 45PN

Phrase

1. supplying goods S it Ny

2. management function &5 HIHEE
3. economic activities 22K 1% BN
4. fundamental role JEAff {0
5. logistics discipline ¥ ifi %}
6. customer requirement KRR

7. Military logistics  ZEHHi

8. integrated management ZEGHE

9. play a (an)...role in... i@ o, i fEHI
10. in an effort to {2/, %% 148 | ik [ 2

Notes

I. There are few aspects of human activity that do not ultimately depend on the flow of
goods from point of origin to point of consumption.

JUF NZEPI A 89 185 sh &R B2 M T 5 ) DA™ b 3003 9% b s ) I 30

2. Since the construction of the pyramids in ancient Egypt, logistics has made remarkable
strides.

Ity ROt & LK, Yol © U TR KM E A

3. Time and again, brilliant logistics solutions have formed the basis for the transition to a
new historical and economic era.

AR 22 B U 0 77 S8 AT 3t A 00 30 MU ) 38 04 1 o2 5 0 O B 01 A0 % A8 BEE T 6 R, Time
and again, — IR X — Kb, AW

4. Quite frankly, from approximately 1950 to 1980, limited appreciation was shown for
the importance of logistics discipline.

JLS, RZ94E 1950 4751 1980 4 [0) AT 1A X R AT T A

5. Council of Logistics Management , fij K CLM , 2 2B A S P &b 414 . F
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2005 4 1 1 HOE A E 44 K 36 M I 65 4 B Ll B 25 (Council of Supply Chain
Management Professionals, CSCMP) . CLM g7 F 1963 4 (S S M S 5 AL A4
E, thex— ELBUI THES 0L & RE M A BB B LSRG B . sl
X H AR, Ptz Al A4l rﬁ‘jé?‘ZFUIDF H RS AHOC I 8l e ik Aol A 51 (1)
Z5 ., TPRROl X i 3l 7 Tk

6. Logistics is the management of the physical and information flows of products and of all
activities related to these flows.

IR X = G B SE PRI Bh 5 05 B 8l , B 5 X S 3t sl A G TS sl i) A

7. the integrated management of all activities related to inventory to achieve operating
objectives at lowest possible costs.

FHIR AR A XS FIr AT A AR TG s e T 25 6048 1, LAk iae A E s -

8. the proactive use of logistics to help achieve customer satisfaction.

753z FA il R A5 B S B P il
Section B What is the Scope of Logistics Activities?

The word “logistics” comes from the Greek logistike, which translates as “the art of
calculating” using concrete items, in contrast with arithmetike, which was the art of calculating
using abstract concepts. The latter eventually evolved into the modern concepts of arithmetic

and algebra.

Historically, the concept of logistics stems from
|

specific facets of industrial and military management.

However, the modern interpretation of the term
“logistics” has its origins in the military, where it
was used to describe the activities related to the
procurement of ammunition and essential supplies to
troops located at the front. (See Figure 1-1)

Military logistics is the discipline of planning

and carrying out the movement and maintenance of

- 2 . . 3
military forces. ' In its most comprehensive sense

it is those aspects or military operations. The field of

logistics has become much broader than initially

defined.

Figure 1-1  Military logistics at the wartime In the industrial and commercial sector, logistics
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is often called * business logistics” or “industrial logistics”. Modern industrial logistics is

related to the effective and efficient flow of materials and information that are of vital importance

to customers and clients in various sections of the economic society. ™ It covers a variety of

activities which include, but are not limited to, the following:

® Souring

® Purchasing

e Warehousing

® [nventory management

e Product distribution

® Transportation

e Customer service

Logistics is usually thought of in connection with military or manufacturing operations.
However, there can be projects involved in logistics (e. g. building a bridge to move troops )
and logistics involved in projects (e. g. supplying material to a construction site ). It is not
surprising, then, that these two disciplines interact and learn from each other.

Social and political implications also result from logistics. Social and cultural unity is
achieved. The exchange of goods leads to an exchange of ideas and culture. The accompanying
personal contacts encourage a national and international outlook, replacing narrow local or

provincial views. From a political perspective, logistics contributes to a strong national

defense. * The nation’s investment in transportation facilities (roads, highways, ports, ete. ) is
in response to logistics needs. The political influence extends also to the economic and safety
regulations of transport carriers. In fact, the nation’s transportation network reflects a political
as well as an economic base.

More recently, logistics has been viewed on a much broader scale and the field of logistics
has been growing at a rapid pace, stimulated primarily by the technological , sociological, and
economic trends in our world today. Some well-known logistics companies include UPS, FedEX
etc. (See Tab. 1-1)

In summary, logistics occupies a major role in an economy. Economic, social, and
political benefits are realized, affecting both the interests of the nation as well as its individual

citizens.
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Tab.1-1 Global industrial logistic companies

Company Business Sales Net Profit increase in
bk e ( million dollar) | ( million dollar) | profit(% )
I Deutshe Post/Danzas Ex[-pre.ss forwarder 30,858 2 245 73
Group logistics
! istics , fi T,
2 Ups Logistics  forwarder 29,771 2,934 15.2
express |
|
3 FedEx Air cargo, logistics 19,629 ‘ 584 | 5.5
forward |
4 Nippon Express Tru.ck. » OTWARGEE 14,211 215 l 2
logistics
5 Union Pacific Railway 11,878 842 16
Stinnes/ Schenker Forwarder , logistics 11,345 142 2.2
7 TPC/TNT/CTI Group | Express, Logistics 9,374 496 9.3
8 A. P. Moller Shipping, logistics 9,338 119 | 3.5
9 BNSF Railway , logistics 9,025 1,019 ’ 23.4
10 | NYK Shipping, logistics 9,152 287 7.7
New words

1. arithmetic n. AR 15 ;8%

2. algebra n. (CHCF, (CEL

3. interpretation n. it B, ULIH ; BR AR T PR

4. procurement n. K15, U5 ; Kl

5. implication n. & ;. GE, SAZE EALEE,EW A% BHY 4

A
Phrases
1. transportation facilities iz % T H.
2. concrete items HAKSY)
3. abstract concepts FHZHE &
4. essential supplies B W0 B (KL
5. stem from KT
6. result from HF
7. in response to [0 % ; M Jif



Chapter 1  Logistics from a Historical Perspective

8. safety regulations &4k, & 45F N
Notes

I. Historically, the concept of logistics stems from specific facets of industrial and military

management.
WG s F B DX — B S OR R T Tk R & F 8 B — SU5 € J7 1 o

2. Military logistics is the discipline of planning and carrying out the movement and
maintenance of military forces.

R TERTMITHRIE L, R FEE T ERER.

3. in its most comprehensive sense

WH T Z B R E

4. Modern industrial logistics is related to the effective and efficient flow of materials and
information that are of vital importance to customers and clients in various sections of the
economic society.

B T e AR S50 B @ RCR I 8, X LeprRHAIE B &P 2%
A BT B B B A AR A R

5. From a political perspective, logistics contributes to a strong national defense.

MR KA A F TS e E B 4
Section C Logistics Strategies

Efficient management of the flow of goods from point-of-origin to point-of-consumption at

the macro society or micro firm levels requires successfully planning, implementing, and

controlling a multitude of logistics activities. '

Effective logistics resolves around five key issues—movement of product, movement of

. . . . . . [2
information, time/service, cost and integration.

The increasing rate of change in technologies and markets and the search for competitive

advantage has led to a new focus on logistics strategy and management. The modern organization

in a free_market needs to be agile, able to make rapid decisions, in order to respond to the

changing circumstances and thereby gain an advantage over its competitors. ' Logistics strategy

appears as a subset of the overall strategy. It is about formulating a long-term plan for the

supply chain, as distinet from solving the day-to-day issues and problems that inevitably

occur. — Logistics must be consistent with corporate goals and strategies of organization.

Logistics provides the interface between the external and internal environments, and consists of
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five interrelated components ;

® (Configuration/facilities network strategy

® (oordination or organization strategy

® (Customer service strategy

® [ntegrated inventory strategy

® Information technology strategy

As businesses continue to globalize, attention has increasingly turned to international
logistics strategies. The international strategy is an element of the internationalization strategy of
manufacturing companies. The decision about which international logistics strategy to choose
can be made only within the context of the overarching internationalization strategy. When a
company creates international logistics strategies, it is defining the service levels at which its
logistics organization is at its most cost effective. Wal-Mart’s business has been able to grow
rapidly and now has become well-known companies, because the cost savings as well as
international logistics strategies and distribution systems and supply chain management has

made tremendous achievements.
New words

l. circumstances n. BE0 558 (048 ) 5RO ; iz ; 1355 ( circumstance [1) 2 14 &
B s B Bl plis

2. formulate v. FAE tH ( formulate (R BLAESY i) ) 5 KL ; 8 D0 tth ) R 5 20 X0

3. manufacturing n. fil @0, Tl adi. $l 550 A9, 6l &89 oo CRELED) il i
( manufacture ) BLLE 51 ia) ) 34455 5 0 T s R 6 ( SCo7AE al )

4. tremendous adj. WA, FKE; ol 08, AR B4R

Phrases

1. competitive advantage &g FH{ff 3

2. overall strategy  S3A i 1%

3. external and internal environments [N
4. distribution systems 438 & 4¢

5. supply chain management {I )i &% Bf

6. search for F3&,{8%&

7. lead to  SEEL, i 1)

8. respond to  Afeeeee A [T e 1

9. supply chain {E)5E, (IL455E , (I 5k
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10. day-to-day HFH),ZEHH

11. consistent with fff&, 5 —3
12. consist of H{--e- YH % KRS, consist(of ) : Hf----- il Ry

13. turn to  FE7E AR K,

14. well-known 44 1 ; AT & HI R

15. as well as 4 ; Fll-o—BE; (> TiH-
16. Logistics Strategies 47 il % &

Notes

1. Efficient management of the flow goods from point-of-origin to point-of- consumption at
the macro society or micro firm levels requires successfully planning, implementing, and
controlling a multitude of logistics activities.

Toie 2 22 AT 23 0 2 GO0 £l , 22 {6 4 B 7 b 55 80 DA 001 9% o, 0 AT ) e T
Sl FRAT AR ] S Rl TS 2 -

2. Effective logistics resolves around five key issues—movement of product, movement of
information, time/service, cost and integration.

£ F R ISR LA E R I ——r= ST Eh M5 B RS )/ IR %5 A
fl—{&1k.

3. The modern organization in a free market needs to be a agile one, able to make rapid
decisions, in order to respond to the changing circumstances and thereby gain an advantage
over its competitors.

A e 737 b ) AL B 00 7 BB |, - BB 8 X A5 ) A8 Al o RO B R, AT 3R
15 e T X F L

4. It is about formulating a long-term plan for the supply chain, as distinct from solving
the day-to-day issues and problems that inevitably occur.

5 6 8 45 T G5 ) L - A 8 5, 0 AR ) 1 2 2 5 T TR S0
il

Section D Using Logistics as A Competitive Weapon

Logistics is a hot topic in China and the whole world. Although it is anything but a

newborn baby, lots of people still have limited awareness of, and knowledge about
logistics. !

The purpose of logistics is to gain a competitive advantage in the marketplace. By




