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UNIT One LOGISTICS

Part I The Definition of Logistics

1. The Introduction of Logistics

[Paral] “Logistics” is a term, which originates from both the army and
French. According to the French, the Baron of Jomini, who of Swiss origin who
had served in Napoleon’s army before joining the Russian’s and who later found-
ed 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 orga-
nization, army replenishments and material maintenance.

[Para2] In the business world however, the concept of “logistics” was ap-
plied solely to “Material Replenishment Programs” (MRP) and was confined to
the manufacturing sector at the beginning. Therefore the extension of the con-
cept to involve company operations is a relatively new one and the earliest usage
dates back to the 1950s in the USA.

[Para3)} The introduction of containers and the development of information
fechnology have brought about the development and improvement of logistics ac-
tivities. Whereas containerization has helped master the transportation process,
information technology has enabled information to be acted upon in real time thus
speeding up the flow of transportation and delivery.

[Parad] Logistics starts with the provision of raw materials and semi-fin-
ished goods for the manufacturing process, and finishes up with the physical dis-
tribution and after sales service of the products.

[ParaS] 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 companies to profit not only in performance and quality but also in
customer satisfaction.

[Para6) Operationally, companies realize that by regrouping the different
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aspects of logistics and instead of viewing them as separate processes, substantial
savings can be made within their business’ cutgoing expenditure.

2. What Is Logistics?

[Para7] There are various definitions of different editions. The term was

defined as follow :
® 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 con-
trol 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, dis-
tribution, maintenance, evacuation and disposition of material; movement, evac-
uation, and hospitalization of personnel; acquisition of construction, mainte-
nance, operation and disposition of facilities; and acquisition of furnishing of ser-
vices.
—— (JCS Pub 1-02 excerpt)
©® Logistics; The procurement, maintenance, distribution, and replacement
of personnel and material.
—— (Webster’s Dictionary)
@ Logistics: 1. The branch of military operations that deals with the procure-
ment, distribution, maintenance, and replacement of material and personnel. 2.
The management of the details of an operation.
—— (American Heritage Dictionary)
® 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
requirements. Note that this definition includes inbound, outbound, internal,
and external movements, and return of materials for environmental purposes.

—— (Reference ; Council of Logistics Management)
® Logistics : The process of planning, 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 requirements.

— (Reference: Canadian Association of Logistics Management)
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® Logistics : The science of planning, organizing and managing activities that
provides goods or services.

—— (MDC, Log Link/Logistics World, 1997)

® Logistics ; Logistics is the science of planning and implementing the acqui-
sition and use of the resources necessary to sustain the operation of a svstem.

——— (Reference : ECRC University of Scranton/Defense Logistics Agency)

[Para8] From these definitions logistics can be briefly described like this:
“Logistics means having the right thing, at the right place, at the right time.”
At its heart, logistics deals with satisfying the customer. This implies that man-
agement must first understand what those requirements are before a logistics
strategy can be developed and implemented to meet them. As will be discussed in
more detail later, customer service is the most important output of an
organization’s logistics system. This focus on customer satisfaction will be em-
phasized through the text just as it should be in the firm.

[Para9] In a more practical sense, logistics refers to the systematic man-
agement of the various activities required to move benefits from their peoint 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; sometimes these ben-
efits are intangible and are known as services. They too must be produced and
made available to the final consumer. But logistics encompasses much more than
just the transport of goods.

[Paral0] The concept of benefits is a multifaceted one that goes beyond
the product or service itself to include issues regarding timing, quantity, sup-
porting services, location, and cost. So a basic definition of logistics is the con-
tinuous process of meeting customer needs by ensuring the availability of the
right benefits for the right customer, in the quantity and condition desired by
that customer, at the time and place the customer wants them, all for a price the
buyer is willing to pay. These concepts apply equally well to for-profit industries
and non-profit organizations, as the earlier discussion on military requirements il-
lustrated.

[Parai1]l However, logistics can mean different things to different organi-
zations. Some firms are more concerned with producing the benefits; that is,
their management focus is on the flow of raw materials into the production pro-
cess rather than on delivering the final goods to the user. The sourcing and man-

aging of raw materials and component parts is often referred to as materials man-



agement and is illustrated in figure 1-1. For firms with very heavy flows into the
production process, materials management and logistics may be synonymous.
For example. Airbus Industries produces aﬁ A-340 airliner in France for Singa-
pore Airlines (SIA). Once the aircraft is finished, SIA sends a crew to Toulouse
and flies the plane away, The logistics effort is not complete at this point, how-
ever. Rather, for firms like Airbus, post-production emphasis is on after-sales

service and support as opposed to product delivery.

Materials management

Logshcs

Figurel-1 Logistics defined as material management

[Para12)] Alternatively, some companies experience greater management
challenges once the product is finished. In other words, they are much more con-
cerned with the flow of finished goods from the end of the production line to the
customer. Depicted in figure 1-2, logistics in this situation is sometimes referred
to as physical distribution and is a perspective in many consumer goods manufac-
turing firms.

[Para13] Finally, some firms view logistics as embracing both materials
management and physical distribution. These organizations lock at logistics as a
way to manage the entire process of customer satisfaction, from sourcing the nec-
essary parts and material through production of the benefit to its delivery to the
final user. Indeed, it is this approach that enables management to exploit the full

potential of the logistics process.
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Physical distribution/Logistics

Figurel-2 Logtsttes defined as physlcal dtstrfbutton

Materials managenent Physical distribution

L |

%

Logistics
Figurel-3 Comprehenstve definition of logtsttes
[Para14)] As shown in figure 1-3, this broader view of logistics integrates

materials management and physical distribution tasks into a single supply chain



that links the customer with all aspects of the firm. Viewing internal operations
this way keeps seemingly disparate and historically separated activities focused on
the common objective: to produce and deliver some benefit or benefits to the cus-
tomer in a way that offers greater value than can be obtained {from a competitor.
In other words, this comprehensive view of logistics, sometimes referred to as
supply chain management, can lead to lower costs and/or better service that en-
hance the value received by the buyer.

3. Evolution of the Logistics Management Concept

[ParalS] 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.

[Para16) Physical distribution: The first phase of the logistics management
concept began during the 1960s to replace the fragmented management by physi-
cal distribution management. 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 consumers”. 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 han-
dling , protective packaging, and customer services,

[Para17] Physical distribution approach has gained wide acceptance among
various manufacturers and distributors, but the limitation of the physical distri-
bution approach soon became obvious since it did not address the cost contain-
ment issue of the raw material and working - process inventory (which account
for, in average, 60 percent of the total material inventory).

[Para18] Irternally integrated logistics: Logistics management has experi-
enced the second transition in 1980s. The experience during 1960s and 1970s sug-
gested that the physical distribution function should be integrated with pre-pro-
duction activities such as material sourcing and work-in-process inventory to form
a total material flow management.

[Para19] Material flow was thought to be a process that involved horizon-
tal movement of inventory from the time the raw material was delivered until the
time when an account receivable was recorded by the firm (a sale made and the
product shipped). Emphasis was shifted from the minimization of the level of in-
ventory 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.

[Para20] Externally integrated logistics: This integrated logistics manage-
ment approach has made the third evolution in early 1990s and beyond. It has ex-
tended the concept beyond one firm to all firms involved in the whole supply
chain, outsourcing the internally supplied materials and products to external sup-
pliers. 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 channel. Participants in
the channel gain competitive advantage through improving the overall channel ef-
ficiency by reducing risk and effectively leveraging the corporate resources of each
channel member. Coupled with the recent development of electronic data inter-
change (EDD), this approach began to bring about a broader impact on macro e-
conomic efficiency.

[Para21) 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 mafketing and sale initiatives are the
trend toward which MNCs are increasing gearing up. This trend for internation-
alization, in turn, requires much more sophisticated management 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 require logistics management techniques signifi-
cantly different 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 system. This globalization of business activities is a ma-
jor factor reshaping the international trading activities to which all countries are

required to adjust by adapting their institutional frameworks.

New words and special terms;
logistics  [la'dzistiks ] ». JG 812, S8, Wk
encompass [in'kampes] vt. F, H4E, GAREBEXEY
replenishment n. $h 4%, %5
involve [in'volv] . f0¥5, 8, WOT, #BT



container [kan'teina] » HECGH.L.H.T.W.I5F), EEH

containerization [kon,teinarai'zeifon] ». WHZH, HHEE R

provision [pra'vizen] n. fER7, (—HOHBER S, W&, &, HE

outgoing ['autgeuin] n.4pH, F3L, HH

acquisition [ ,aekwi'zifon] ». 3518, K18

evacuation [i,vakju'eifon] ». #B, EH

disposition “dispa'zifon] n. EfE

hospitalization [ hospitelai'zeifon] n. EFEWNE . fERET

procurement [pra'kjuemant] . K18, BUG

implement ['implimant] wv:. B®#], SCHPAIT

conform [ken'form] wvr. f—2%, FEBESF, FEIFM vi. &, HAL

inbound ['inbaund] adj. ALK, IFALAY

outbound ['autbaund] adj. FFESMHLAY . FHESEK

inventory ['inventri] n». JE4IHF, £, UreEh. 6B

systematic [ sisti'meetik] adj. BHR . KRR

tangible ['tendzebl] adj. YIEH

intangible [in'teend3ebl] adj. U THI, KB

synonymous [si‘nani_mes] adj. B XY

concern [ken'san] wvt. %k, X & T

exploit [iks'ploit] oz, FF#h, FF R, Ak, RIHl, H

integrate ['intigreit] wt. &, F—&lk

comprehensive [ kompri'hensiv] adj. 2HEH, ITEZ/, X0 HEN, &
BH

rationalization [,reefsnalai'zeifon] n. ¥4, §TEFEN

warehousing ['weshauzin] »n. GER, ACE , REUH

outsourcing ['aut,soisin]  ». (B ISMERFRTp, FhH

agent ['eidzont] #. (R B ()

unprecedented [An'presidontid] adj. 55 fif B

internationalization [inta,nafonalai'zeifon| . [+ ]E Rk

sophisticated [so'fistikeitid] adj. EHEEH, ALK

commodity [ke'moditi] =». B H &

significantly adv. BREK M, HETFEH

linkage ['linkid3] n. BEHE

reshape ['ri'feip] or. BhE, BRE ., RBHFH

framework [freimwak] n f38, {ER, &#H



