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Chapter 1
An Introduction to Logistics

“Logistics” is a term which originates from both the army and French.
According to the French, the Baron of Swiss of Swiss origin who had 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. Soina
military sense, the term “logistics” encompasses transport organization, army
replenishments and material maintenance.

In the business world, however, the concept of “logistics” was applied solely
to “Material Replenishment Programs (MRP)” and was confined to the
manufacturing sector at the beginning. Therefore the extension of the concept to
involve company operations is a relatively new one and the earliest usage 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 service 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 basic
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.

Operationally, companies realize that the different aspects of logistics instead
of viewing them as separate processes, Companies can make substantial savings

within their business outgoing expenditure,

1.1 Definitions of Logistics

1) Logistics(business definition): Logistics defined as business — planning



Y1 K IE

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.

Logistics Partners Oyo, Helsinki, FI, 1996

2) 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 and
furnishing of services.

——JCS Pub 1 - 02 excerpt

3) The Council of Logistics Management has adopted this definition of
logistics; Logistics is that part of the supply chain process that plans,
implements, and controls the efficient, effective flow and storage of goods,
services, and related information from the point of origin to the point of
consumption in order to meet customers’ requirement.

4) In Chinese Logistics Terms, logistics means the physical movement of
goods from the supplier point to the receiver point. Based on practical need,
integrated organically the variety of the basic functional activities include
transportation, storage, loading and unloading, handling, package, distribution

and information management, etc.

1.2 Three Major Functions of Logistics

1) Creating time value: same goods can be valued differently at different
times. Goodskoften stop during the transfer process, which is professionally
called the storage of logistics. It creates the time value for goods.

2) Creating location value: same goods can be valued differently at different
locations. The value added during the transfer process is the location value of
logistics.

3) Creating distribution processing value: sometimes logistics create
distribution processing value, which changes the length, thickness and packages

of the goods. Like the popular saying, “cutting into smaller parts” is the most

2



Chapter 1 An Introduction to Logistics 2

commonly seen distribution processing within logistics which creates added value

for goods.

1.3 Development of Logistics Management

Logistics is a new commercial area, developing from the traditional stage to a
modern one. The main differences between these two stages include:

1) Modern logistics adopts containerization techniques, The goods transfer
process starts with packaging, followed by transportation, storage and
distribution. The whole process is operated under logistics standards. Based on
the logistics base module of 600X400 mm, from the logistics module of 1,200X
1,000 mm, and enlarge to the size of 2,591X 2,438 mm, the size of high X wide
of the container. It can be adjusted to the star}dard sizes of containers for trains,
trucks and ships.

2) Information technologies are most important for modern logistics. Bar
Code, POS, EDI and GPS systems dramatically improve the efficiency and
accuracy of the logistics activities. The Internet further assists the market

development, operation and management of the logistics industry.

1.4 Elements of Logistics

Logistics refers to the systematic management of the various activities
required to move benefits from their points 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 benefits are intangible and are known as
service. They must be produced and made available to the final consumer. But
logistics encompasses much more than just the transport of goods.

Important elements of logistics include the following categories:

1) Storage, warehousing and materials handling

(D Location of warehouses,

(® Number and size of distribution depots,

@ Type of operation,

@ etc

2) Transport



(D Mode of transport,

@ Type of delivery operation,
® Load planning,

@ Route schedule,

®) etc

3) Inventory

(O What to stock,

@ Where to stock,

@ How much to stock,

@ etc

4) Information and control
(D Design of systems,

@ Control of procedures,
® Forecasting,

@ etc

5) Packaging and unitization
(@D Unit load,

@ Protective packaging,

® Handling systems,

@ ete

In addition, the total system interrelationships need to be considered and

planned within the constraints of costs and service levels,

1.5 Importance of Logistics

It is useful, at this point to consider logistics in the context of business and
the economy as a whole. Logistics is an important activity making extensive use
of the human and material resources that affects national economy.

The first evolution has taken place in the form of the global logistics
management, which has been applied by Macs. 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 marketing and sale initiatives as the trends toward Macs are increasingly

gearing up. ) This trend for internationalization, in turn, requires much more

4



Chapter 1 An Introduction to Logistics 48
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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
requires logistics management techniques significantly 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 major factor reshaping the
international trading activities to all countries. Logistics is required adjustment by

adapting their institutional frameworks.

Words and Expressions

logistics n. EHF .Mk disposition »n. BE
definition n. L, WA construction n. Zi&,#R
implement v. BAT,#Hi provision n, AN,
civilization  n. 3 BA volatile adj. 3%t
professional n. HE,F LA critical adj. XM, kTN
pipeline n. Fik budget n. MHE
acquisition  n. XIF evolve v. RELE
manufacture n. /v, L, §l& integrate v, b, 5
storage n. fik5, o4k cognizant adj. #oill &9 ,KIRH8%
distribution n., #if capitalize v, EATAEEELAR
maintenance n, % A
Notes ;
1. Logistics ( business definition): Logistics defined as 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,

PHRATLE :BEXADHEE RS EEAMELANEL BE LS
BMUYREFEHEELANEL ARMEHNRLK.
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2.

6.

B

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; acquisition
of furnishing of services.

MREFLZ:PRET BT ERN A SEPHHE. XS5 FEF
FHHELFTEAX - FEWEN T FR XU BF . E8. 2B . RE.BH
RAR:; ZFEARNER BYUFLE EFLEENRURER . GE.BEER
BEFAE;ZERFHRXMGRE,

The Council of Logistics Management has adopted this definition of logistics:
Logistics is that part of the supply chain process that plans, implements, and
controls the efficient, effective flow and storage of goods, services, and
related information from the point of origin to the point of consumption in
order to meet customers’requirement.

*EYREERAAX X YRR REELRPH—H2 . BUBHRE
PEENHH ARG R BREFHLERARLEFBFENASIEER
o am Wt HHATHR AT EH NTE,

In Chinese Logistics Terms, logistics means the physical movement of goods
from the supplier point to the receiver point. Based on practical need,
integrated organically the variety of the basic functional activities include
transportation, storage, loading and unloading, handling, package,
distribution and information management, etc.

ERFEDAREF IR EX DS AER L RS,
RELGFEHEREF . KO A BE GRAAELEEMERDEAN
HESRK.

Creating time value: same goods can be valued differently at different times.
Goods often stop during the transfer process, which is professionally called
the storage of logistics. It creates the time value for goods.
ENENE:-EARBRERAHEANTRTHELEASNE. TSAERE
BT, AELATERERNRS WAV LY RERFZARE. FF4
¥ 7 W o B[ E

Creating location value: same goods can be valued differently at different

6
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11.
12.

Chapter 1 An Introduction to Logistics &5

locations. The value added during the transfer process is the location value of
logistics.

AEFHANE AR EEEAAMLENFETAEARN SR E, ZHEH S
TR AR A AR M A AR 2 W3 BT

Distribution processing value: sometimes logistics create distribution
processing value, which changes the length, thickness and packages of the
goods. Like popular saying, “cutting into smaller parts” is the most
commonly seen distribution processing within logistics which creates added
value for goods.

UEEEA M ITNE- AR, AT BN EREX N T NE, XA MTE
EURHRNKE.FEMOELA. WAFTLERANDEARENIWY
AR ERE M TR RAE LT R. XA PR T 8405 5 WA,
Modern logistics adopts containerization techniques. The goods transfer
process starts with packaging, followed by transportation, storage and
distribution. The whole process is operated under logistics standards. Based
on the logistics base module of 600X 400 mm, from the logis®#s module of
1,200X1,000mm, and enlarge to the size of 2,591 X 2,438 mm, the size of
high X wide of the container, It can be adjusted to the standard sizes of
containers for trains, trucks and ships.

PARYUARXA T EEBA, BRYREENCEF R . TELHER. . EEM
BXERE, BEAABRALAEDRFRECH MR TET. UPRERBEHR
T 600X 400 mm A Z a4 , % % H 4 FAE KR + 1 200X 1 000 mm, 3 # & & A
E2591X2438mm, IR EXHWHE S K EFER S, FGEBREL
RIE REMPENERBIREAER T,

Information technologies are most important for modern logistics. Bar Code,
POS, EDI and GPS systems dramatically improve the efficiency and accuracy
of the logistics activities. The Internet further assists the market development,
operation and management of the logistics industry.
FREAREARYATAREE. 4 WD 4 EHARE L TFHELHRE
F.ARVEEVLRLEWNER RARBRE THAF AR EMEREE, ©
BERMEMAG THRI LT HHFR EEMEE,

storage, warehousing and materials handling 4%, &2 fudp B =
transport & %

inventory EfF
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| 13. information and control & ¥ Fn 3% #|

14. packaging and unitization 4 3 fo ¥ 11k,

15. It is useful, at this point to consider logistics in the context of business and
the economy as a whole. Logistics is an important activity making extensive
use of the human and material resources that affects a national economy.
LY FEFEEL - NEANEREKLERYRIEARAES. WARZW
REF AR AI YR RFEREEF 5,

16. 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,

MEEATHNETH TRAE -ST RBLSFHNEE, X bSOV EAEUTH
MARIH I RUYFREEANTTY.

\ ............ Pasypen L TP LT L YO Faeyqre, 4

Exerc1ses ;

Joreengaranguienaure s yasneangune tna guesen s,
N

I. Match column A with column B.

A B
1. fEhy a. customer service
2. &/ b. inventory
3. Xy c. transportation
4. =% d. logistics
5. EfF e. distribution
6. FCiX f. warehouse
7. thiE g. supplier
8. Uit h. coordinate
9. XiR i. purchasing
10. ¥ j- packaging

II. Translate the following phrases and sentences into Chinese,
1. physical distribution
2. final products
3. timely delivery
4. storage space
5

. mode selection
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|

6. value-added services

7. third-party logistics

Key to Exercises

I. Match column A with column B,

1. W B —g. supplier 2. & —1. warehouse 3. XWM—i. purchasing
4. i=¥j—c. transportation S. FEfF—b. inventory 6. AiiE—e. distribution
7. #F—h. coordinate 8. fu3—j. packaging 9. ZBR—a. customer service

10. ¥ —d. logistics
II. Translate the following phrases and sentences into Chinese,

1. physical distribution EEBLX P
2. final products BT i (ldh)
3. timely delivery BB

4. storage space T-FEzs ()

5. mode selection R

6. value-added services HERS

7. third-party logistics E=FPR



Logistics Business

Logistics as a business concept evolved only in the 1950s. This was mainly
due to the increasing complexity of supplying one’s business with materials and
shipping out products in an increasingly globalized supply chain, calling for
experts in the field who are called Supply Chain Logisticians. The goal of logistics
work is to manage the fruition of project life cycles, supply chains and resultant
efficiencies,

In business, logistics may have either internal focus (inbound logistics), or
external focus (outbound logistics) covering the flow and storage of materials
from point of origin to point of consumption (see supply chain management). The
main functions of a qualified logistician include inventory management,
purchasing, transportation, warehousing, consultation and the organizing and
planning of these activities. Logisticians combine a professional knowledge of
each of these functions so that there is a coordination of resources in an

organization.

2.1 Contract

In law, a contract is a binding legal agreement that is enforceable in a court
of law. That is to say, a contract is an exchange of promises with a specific
remedy for breach. A sales contract is a legal contract of goods, services or
property to be exchanged from seller (or vendor) to buyer (or purchaser) for an
agreed upon value in money paid or the promise to pay same. It is a specific type
of legal contract. The sales contract can be written formally or informally. In
most cases, sales contracts for import and export business will be detailed and
effective for a long time. It is required to be written formally in most countries.

The written contract has two main forms, that is, the contract and the

10



