ERXMiFPNFTEREARH

¥ & ER=
HX% ZFiEm

SRR

& R R il 2 AR 42

China Communications Press




Contemporary Logistics

R v G
(RiE)

B E% . FHW
ik FF

2L R ORIk RR A2



nrRE

ABRA(HRAYR) (DT Hll Ei# TN emBEa i ixEE, A ERIUER
R Ebf . 2RI AT, BT aERE U, BiE SEE R R, B
B, W R R, RXAFEERARYR AN EEENBHER R EEYIR
REF MRS E, BEEENS LA FEMBEERE T ERYRAR, UEET
RS T HEEFHEF . N7 HEZPASNER, AIRER T4 TRNERMNY, iBE L8
B 2F SR (xdwl. ytu. edu. en) ,

ABAEALEREER BEPIERERYHEES Y SHEERTHT Y. TH
BEWE N AMERET SRS A TUEEM S5 L EHH, IR Tk, B R
ANk Fp AL ML A B TEYI R SE B S % A

BHBER&E (CIP) B

A RZSHE At 2010.10
ISBN 978-7-114-08674-8

I.O#- 1.0F- I.OYHK-SEHY-HE
FR-#4 N.0OFR52 :

R A A54H CIP BB BeF (2010) 55 177656 5

B & BRYER GUD

# E & EBRE

WERER: & IF

HIEZ{T: ARISEM R

M #k: (100011) JERTHBHEEEEITIMSMERE 3 S
R Ht: http://www.ccpress.com.cn

$HEEIE: (010) 59757969, 59757973

B2 . AREHBHETEE

§4: BFEB)S

Rl: JUREEXEHRIARAH

&: 787x960 1/16

gk. 22

®. 367 F

. 20005E9H IR

X: 201049 A 5B 1 KEIR]

2. ISBN 978-7-114-08674-8

: 4200 T

(AEEPRY ., 33T REREAE -t a5 3iE%Rk)



8

21 HARZF SRR, HEE2FRENHEFRLRE TERER,
BEBECET IR R FERAREE TR FRENAETEL) RIS, R
& B2 B ERRAE AR B A PR , AR EE B0 1 S A BB S AME AT
AFFFENIRBE, WEFHEARATBWEYER FEEEREL, IEHN
ERREMA WI0 ERERSM SR, FEET %, 1% 3 FW, 4
EHFIRERRBITFFRBRN 5% ~10% ", X T RUELHET MK SR,
WERRGG TR BUE" R, BEEHITA R RML WIREE, HBRBEA
FBEHFRBREIZZ P,

AR MICIBEN = RBER R LR, FER EELS R, X B EH.
R, EREED 20 HEKRABURERMER, 1S LATELSSE B
58BEEKEA—-RNESRYRAL . FR(IRYT) BUE B HAE 2
1o

BT KA 2009 4F B ERIGEH /R EIRBERT A MENX, IF
BRI HAT TEITH T, A E I i R ST,

CELRAIULD (BUE ) ETTURECHAR R (e IR ) 2mk b, Wik 7 5
SHESMARTE, SERMEL, MRS EH{E S, W B E 0%, £
Fi A EITTH R, BB IC X AT SCHR, A EIE SRR A ER L B
R, AN FEAT R A T SCBR R Ay . B SCN A BRI O A0 4L A A R
WERF IS X EEY R BEHEN MU E  BEEEMELAN S ST
AXRMHMEE; BRI H EERE T ERY BN, DUFE R 5 T EER
(R

EHh ERRBBITHRY AR AT T ERETSMER L
fEo XA B SIS T T HT T BIT R, KR I x4
BHBI BAME/NBITHT THEITHAT. FLEMR R AFEAS
ERMEH T, KINRBEBRE THISISEETEHBE5TLEHE
Xt TAE

ABRAEILESFERL REFRLEAERYREE L LEisH
BEHEW THERLTVAERERS RS E L BGE A R & 255 #H

1



B, IRETAE R Tolk £, B B Aly A Al B Ml A REEMI R SE R P IS %
Fﬁ:ﬁo

ABIERE DB T A RACHE H AR 3 48 0 K1 308, B FOR
E'E“!@Eﬁo

M FEE KA R, SEREFTER, BOF R E IS IE

s
2010 %2 A



B

VI WL B BB N AT BT = RS0, 21 ALK, RIEBUN
XYL R RN E R . A+ — I AR YR AR K R R IAR
55k, 2009 EH L SUAE D ME— BI IR 55 b, A [ 55 Bt + R ol R B R 4R D%
Bkl BRZTFH R RNARE BRI TYRAE , YRR R T & 5L
A SR BHERFHYHEAA WEEAFRE. 20 #4290 £ LK, RE
REFR N YTBFE T RSRIR, EYRAL R RE R R AL T 5% %
ST B 2 R BT LR A T RAR B, SRR AR TR/, i Tk A
E#FIARE 2 RERAFZ—, HE L, BEGLERBETHEF, AR
LRGSR ERYITAA BT LB LW R ER/oR. ST, Y
WAEFE S EMBGEHRF . BRI AR X BE S5 E PR R s 8

AR MEE N R BERYREISR R BRI RESHET T8 OBE, WK
EYfb kR ERE TIREA 25 M. EEEOITRARYRBIGERER &
WA B, AR N EREICGERBEERIAH . (AW —F5,.4
M AR R, TESHRE B, AR A B R, A
FETYWMERDRREEREE, 30 S8 B A — R R B RGAAT T
ST, R B R B R A T REMMIPE R, ERNE L SIATER LB
I SN S E BRI 5505 A B TR S RAME R BT g
5, iR EBAY Tl R R TR B, R ASGE R 7, B T RS
Y EE THEHE BREF SRS GRERE AR KA AR E
Y AR YRR, LR S AR R E RS S

TR BB+

Bk o



CONTENTS

CONTENTS

Unit 1 What is Logistics Management?

The definition of logistics ««+++-s+etesseeerereeerrinrerretemniesanarenasneseanes enns 1
The origin and development of logistics +++++++eserereremeeneeerminiinioii.. 5
The characteristics of logistics «+++++++«sssssersreerummnrirmreriimtonianterenienaeanaen 5
Activities included in logistics management «e-cerereecserentiiiiiiiiiiiiiii, 11
Reading Material «««+-+cervesecrmmntiteiiiiiiiiiiiirtiiierteieininee e 22
Unit 2 Supply Chain Management
The emergence of the supply chain concept ««-«-+tss+tseseseesmenssssinnarnanens 38
The definition of supply chain management «-+ce++eeeeevrererieiumma... 40
The components of supply chain from the focal firm’s perspective  +++<vveeses 41
Characteristics of supply chain management «ss«+ssssstereserrrnerercinininuennnae. 44
Challenges of supply chain management -+ --++ssssssueensrucmmeieceinnianrenans 47
Reading Material «+«versreeeteermmmuinninniiiii st 53
Unit 3 Recent Trends in Logistics
Third-party logistics — ++=+s«tesressserertmtmmmiiinrtiii et e s e 66
OUESOUTSINE #+++++++ssnrmsserstesrntunmumieetarttttitetiestaarrtrttesarastranranaesees 69
Global logistics  +++errereersrerertmmiuar ittt et e e 71
Virtual warehousing <+« s«+ssstsesersinsestiniiiati 74
Reverse logistics +-«+-«+s-csserrmsrrinmsnrinentniet 76
B:enchmarking ........................................................................... 78
Reading Material ««-+++ e teeeeeremmmiiiniiiiiiiiie e 83
Unit 4 The Development of Logistical Integration
Integrated logistics COMCEPE ++++++s+essssssrresraerasresrserieereetertnrerteareauiraeans 98
Why should logistics activities be integrated? -«reovereorerveniiiiiinnnnn 99
Logistical integration objectives  «re+essssrereereeriiiitinnetieiiiiini e 105
The development of logistical integration ««««««-«+ssssssusmssissnanrienirennneeens. 107
Reading material ++creresseeemmtmiemmmmirietii e e 118

------



Unit 5 Transportation

The role of LrANSPOIAION «+«++=+rerseresrarressaterannesritrissttrssutessres s
TrAnSPOTLAtion SYSLEM  ++++seeeteeeessessssnsaumnntnntuieetiateassenssnasneanins
Factors influencing transportation Costs — s«+++«s++sessssssssssasarssnnmmmnanenniens
Transportation service characteristics —«s=-s+sssssesnsseessssennessinmeniinnciennin.
The economic and service characteristics of different

transportation modes «+++«-s+eeesreressireiniieins eveeeneeneenaeenrnr e e aans
Other transportation AITANZEMENES  svrerrseresrrrareasentranoaitenrcaoncnceseons
Legal forms of Tansportation  s=sssssssssesssseserenmeeetsuteetnmrsnunnnnnnanenas
Reading Material «:ecoeesessimssninmsinieii s

Unit 6 Warehousing
DEfiTiition  +reesersresronaerosntesnnsrrsasernstsssesonsoaserssssssiarsssnansraresasarans
Nature and importance of warehousing «++«+++++serererternmiainiiniinieninnian,
Functions of warehousing ««««s=+srsessestsruanemiiinmimetiii s
Warehouse decision Strategy =++«r-«-+sssssssrertermriesrerermmmeaiiinieiereniii...
Warehouse planning and management «+««++eeeseessssmmnnsnnoniaiiinianannaaennn.

Reading Material «-+«ssseresrsieisiniitinimiii

Unit 7 Inventory
Why hold inventory «r«sseseesesreermemsanammiimis Creereerenseerens
TyPes Of INVENEOry ««+esserasssesrunnusrettesuietrtnneentntauiettianesttinaassenes
INIVENIOIY COSIS ++++rss+ssssssessssneuessttsettuietutuestsisnsruesntuasnnranaiaans

Inventory MANAEEMENE  *=r =+ rsrrrreretsttosatiottsraattratetaranciatstsetascncieees

Reading Material ..................................................................... .

Unit 8 Distribution Channel and Customer Service
Distribution Chanmnel «««eeeereerreresneronrenrrrraterrateemserreressaieseinesronscanass
CUSLOMEE SETVICE ++tessresssisesrsrsareseroseossaosersnsssnrsessasenssosnsssansnsvnrs
Reading Material 1  =++seeseesesrmnnamieiiineiititierieistinaserenieraanees
Reading Material 2 «+seemeereeemmmmmnnnniii et

Unit 9 Materials Management and Purchasing
Materials MANAZEIMENt «e«=+resssreessersesserurentrirtrrsrssensiatnnnaansasnes
PUrchasing «+++reeeseerressernernotmmi e e

Just-in-time purchasing «++=«++=++++ssesesreensrteemmiirinnr



CONTENTS

Reading Material «e-eceeeereersetrmtmnimius ittt st eri e 288
Unit 10 Logistics and Corporate Profit Performance
Logistics performance aSSeSSMENE ++++++«csesssstoresssesetiiennmmtansireantasrniie 305
Impacts of logistics system change on corporate profit performance  +++++++- 313
The strategic profit model «+-«+««-+-+ssserrurrertoniinnrersemmiinienetessaareseas 315
Reading Material ««cesteeeteerermnrmranetinciiniiiinirr e rrass e eee s e s 323

——-



- E1Bx (t4ARYRER

T AT TR P T P 24
P T BIARIEFIIR B v evernrmreerensmnerramsansinessieenenetituennstsnsintasns 27
b T P 7
DR T s R g P PP PP 31
A o = SR PR 37
F2H8T HEEEE
T o O E T TR T P PSPPI 56
TR i ) o (RO PO N 57
MAZ AN B FE B LRI B ZEL IR -+ - ererevrerremssrermsmscetannserannnaaasnaes 58
L = gt O] 3 TR E T O N 60
BERTEEAFTHAGHEAR -+ oreeverrenmereermrerrar et e e 62
A < g PN 64
38T WRNFTERE
BT IR - vmerreeremmirteie sttt e e s s 86
1 R L LR R T LT P PP PP PP P PPY PR PPP P PRPPIPPSPLPD 88
e 2 /b A CLLLITTTRRPTRIPPPITD 90
e L PR 92
ST +overeeremrrrresenassarressanarsssonenistsinttertermennessrsnasssssssssosass 93
FRFFFEAR -vvveerereererrermmiis 95
i, = SO PP 96
FI48T PR—EUNER
—ARAC LIRS, <oeerrererreememmerrcertoraerteesnnet e araias e st e aae s 120
R LA RN . 3 | R 121
IR — LB R AR oo 125
D T, ) 1o - O R 127
T PN 133



L%
€
$HES5HT B

FBHIBIFEF oeverreerrrrr e 157
JEBIZRYGE eveererrrerer i 158
EMHER A BB ZE orerererrrmier 158
SERIBBEARME <-vvvevenreerrenret e 161
AREBR T RBIRGIRBARE oo 161
FABIBIIZHE -veeeerrerreeemmnrmeemnaee et 165
TERTRIE AFER] evvereremmereemreei 167
= PP 168
EoHx whk
e T T P P PP T PP P PP P PP T PY PP P PP L PP PEPPIOPED 188
L OB HE TR FITETEME +vvvvvererrerererteeerernns e 189
By 35111 P PSPPI 194
O ELRAEERIG <o eeeerereereeertni 195
______ A PEHFRIFIAFFEL «ocvvevrrsermerrmiiine it 195
______ R & - S T L LRI PP E PP PP PEPIPPPIPYPPPPT PRSPPI [+ }:1
RTRERT EF
AT L EBRETERRY creevreerrerrr e 221
PEAFETE eeerenemmn ettt 224
______ PEEIRAS +eeeeerremreseeremmnsninneiten ettt 227
0 P PP 299
— PR AT AL cree e 233
E8HT HSHRENMEFRS
SPEHYETE coevnrrernn e 254
BEFARGE ovvverrrrr et e e e 258
""" FEA AR 1 oo 263
PEAFAF 2 e e 264
£9HBT YHEENRNE
— D E I . PR 290
B T T ELIETTLTPETTPPIP PR 294
""" LT T L CLLELTITEPTRIPRPT NG ()
------ PR AL orrerrer e 304



10 25 HiRSAREFE S

BTG T -+ veeververereerenerinsressssinssmssesasesossstsssssnsstsassesensennens 305
W) B BT AV FUTGEGBLIE +vvveverersesesseresnessinssesesesnesensnnens 331
ERBSRITATE «veverrvenreriossesiessns e eesesseserans st ebe s e sansserns s 332
R USSP 335
S i A1 T PP 337



Unit 1

The definition of logistics

The Council of Logistics Management (1985) defined the logistics as the
process of planning, implementing and controlling the efficient, cost-effective flow
and storage of raw materials, in-process inventory, finished goods and related infor-
mation from point of origin to point of consumption for the purpose of conforming to
the customer needs.

In practice, the terms “logistics” and “supply chain management” are now
used interchangeably, so the Institute of Logistics (1998) can give the following
definitions ; -

Logistics is the time related positioning of resource or the strategic management
of the total supply chain. The supply chain is a sequence of events intended to satis-
fy a customer. It can include procurement, manufacture, distribution, and waste
disposal, together with associated transport, storage and information technology.

The Council of Supply Chain Management Professionals ( CSCMP, 2005) de-

fined logistics management as the follows

—_= 1 =
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“Logistics management is that part of supply chain management that plans, im-
plements, and controls the efficient, effective forward and reverse 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. ”

Included within the definition of logistics are customer service, traffic and
transportation, warehousing and storage , plant and warehouse site selection, inven-
tory control, order processing, distribution communications, procurement, material
handling, parts and service support, salvage and scrap disposal, packaging, return
goods handling, and demand forecasting. Figure 1-1 illustrates the components of

logistics management.

Management sactions
Inputs into - - qu.)ut:s of
loggistics Planning Implementation Control logistics
Natural \’ Competitive
resources advantage
Logistics management
Human Suppliers Raw  In-p Finished C Time und
materials inventory place utility
resources
Efficient
Fi L
resources Logistics activities to customer
Information Cusmmf‘; service Plant & warehouse site selection || Froprietary
resources T y & b ; roc ur!.emem asset
Logistics communications Reverse logisti
5 . ognstics
(Pv)i;l::n;l hmd!lmx;g Traffic and transportation
Parts and service support Warehousing and storage

Figure 1-1 Components of Logistics Management

Efficient management of the flow of goods from point-of-origin to point-of-con-
sumption at the macro society or micro firm levels requires successfully planning,
implementing, and controlling a multitude of logistics activities. The activities may
involve raw materials ( subassemblies, manufactured parts, packing materials,
basic commodities) , in-process inventory ( product partially completed and not yet
ready for sale) , and finished goods ( completed products ready for sale to interme-
diate or final customers). Effective logistics management enhances the marketing

effort of the firm which can create competitive advantage in the marketplace, the



Unit 1

efficient movement of products to customers, and time and place utility of prod-
ucts. It can be treated, in accounting terms, as a proprietary asset of the compa-
ny.

Logistics Provides Competitive Advantages

As part of the company’s marketing effort, logistics plays a key role in satisfy-
ing the firm’s customers and achieving a profit for the company as a whole. Logistics’
ability to provide customer service, coupled with marketing’s skill in generating and
completing sales, create an acceptable level of customer satisfaction, which can lead
to a differential advantage in quality, uniqueness.

Integrated effort requires that company coordinate its marketing activities
( product, price, promotion, and distribution) to achieve synergistic results: the to-
tal should be greater than the sum of its parts. Long term profitability and lowest to-
tal cost leadership advantages will occur. Wal-mart, Southwest airlines, Generic
Drugs are examples.

Information connectivity created the potential for developing responsiveness
in reliability, quickness, flexibility, etc. e. g. , Dell, Overnight delivery serv-
ices.

Through the competitive advantage obtained, the company market share can be

attracted. The philosophy is as Figure 1-2.

Responsiveness

. Competitive advantage

~ Cost leadership

Differentiation
Figure 1-2 Strategy for Competitive Advantage
Logistics Adds Time and Place Utility

Manufactured products possess some value or utility because an assemble item

is worth more than its unassembled components or raw materials. A completed auto-
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mobile, for example, is much more valuable to a consumer than its unassembled
parts. The value, or utility, of making materials available in a completed state is
called form utility. To the consumer, however, the product not only must have form
utility, it must be in the right place, at the right time, and be available to pur-
chase. The value added to products beyond that added by manufacturing, is called
place, time and possession utility. The logistics activity provides place and time u-
tility, while marketing provides possession utility.
Logistics Allows Efficient Movement to the Customer

Efficient movement to customers is referred to the “five rights” of a logistics
system. The five rights include the supply of the right product at the right place at
the right time in the right condition for the right cost to those customers consuming
the product. Figure 1-3 illustrates that logistics is an important component of busi-

ness that must be managed effectively.

#

dc { Profit
- . =Time + Place
Logistics _
21 ¢ cost - : 'u,jﬁ‘y
$1 o
Sale
27¢ { g } =Possession
s utility
48c Manufacturing ” 1 ‘ i .
cost =Form utility

Figure 1-3 Major Costs of Doing Business and Utilities

Logistics is a Proprietary Asset

An efficient and economical logistics system is similar to a tangible asset on a
corporation’s books. And it cannot be readily duplicated by the firm’s competitors.
If a company can provide its customers with products quickly and at low cost, it
can gain market share advantages over its competitors. It might be able to sell its
product at a lower cost as a result of logistics efficiencies, or provide a higher level

of customer service, thereby creating goodwill. Although no firms presently identi-
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fy this “ Asset” in their balance sheets, it theoretically could be shown as an intan-
gible asset, a category that includes such items as patents, trademarks, and repu-

tations.

The origin and development of logistics

In 1901, John F. Crowell discussed the costs and factors affecting the distribu-
tion of farm products in the U. S. government’s Report of the Industrial Commission
on the Distribution of Farm Products.

In 1905, Chauncey B. Bake discussed logistics in his book “ Armed Forces
and Army Supplies Transportation”.

In 1916, Arch W. Shaw discussed the strategic aspects of logistics in his book
“ Approach to Business Problem” .

During the Second World War, logistics management was used meaning sup-
ply, distribution and replacement of materials and personnel for the armed forces.

In the 1950s, physical distribution was further developed in business. In this
period, P. D was introduced from USA in the late 1950s to Japan.

In the 1960s, logistics was studied from a system’s or company-wide perspec-
tive ( contemporary logistics) .

During the late 1960s and into the 1980s, a lot of textbooks, articles, journals
and conferences were devoted to the subject of logistics management. Logistics was
introduced to China in the early 1980s from Japan.

In the 2000s, the development of IT has made logistics management more effi-

cient and effective and devoted to supply chain logistics.

The characteristics of logistics

Value Added

Value added services refer to unique or specific activities that firms can jointly
develop to enhance their efficiency and/or effectiveness. Value-added services help
foster customer success. Because they tend to be customer-specific, it is difficult to
generalize all possible value-added services.

When a firm becomes committed to value-added solutions for major customers,
it rapidly becomes involved in customized or tailored logistics. It is doing unique

things to enable specific customers to achieve their objectives. IBM’s ability to pro-
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