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Chapter 1 Overview of Logistics

Learning Points L)

»  Understand the definition of logistics.
» Learn the activities in logistics system.
» Know about logistics career.

Unit 1 the Definition of Logistics

1. Definition of Logistics

At present, Logistics is becoming a hot topic in China even the whole world, at the same
time, more and more people have interest in it." Although it is anything but a newborn baby, lots
of people still have limited awareness of and knowledge about logistics. People tend to refer
logistics as the flow of goods, yes, it is partly right, but logistics is much more than that. So how
to make a definition of logistics correctly?

When you look up the term “logistics”, you might surprise to find out there are various
definitions of different editions, and each has slightly different meaning.

We, in this book, use the current definition provided by the Council of Supply Chain
Management Professionals (CSCMP, previously known as Council of Logistics Management) —
one of the world’s most preminent organizations for logistics professionals, to avoid potential
misunderstanding about the meaning of logistics.

According to CSCMP, logistics is the process of planning, implementing and controlling the
efficient, effective flow and storage of goods, services and related information from point of
origin to point of consumption for the purpose of meeting customer requirements.

2. Analysis of Logistics Definition

It is so long a definition that we should analyze it in closer details to understand it better.

It is a process of “plan, implement, and control”

First, logistics is a process of “plan, implement, and control”. Of particular importance is the
word “and”, which suggests that logistics should be involved in all three activities—planning,
implementing, and controlling, not just one or two. Some suggest, however, that logistics should
be more involved in the implementation than in the planning of certain logistical policies.



PR

Refer to “efficient and effective flow and storage”

Note that the definition also refers to “efficient and effective flow and storage”. Broadly
speaking, effectiveness can be thought of as “how well does a company do what they say they are
going to do?” For example, if a company promises that all orders will be shipped within 24 hours
of receipt, what percentage of orders are actually shipped within 24 hours of receipf? In contrast,
efficiency can be thought of as how well (or poorly) company resources are used to achieve what
a company promised it could do.

Involves “goods, services, and related information”

The definition also indicates that logistics involves the flow and storage of “goods, services,
and related information”. (Fig. I-1) Indeed, in the contemporary business environment, logistics is
as much about the flow and storage of information as it is about the flow and storage of goods.
Advances in information technology make it increasingly easy—and less costly—for companies
to obtain important information to make logistical decision.

Purpose of logistics is to meet customer requirements

Last but not the least, the definition indicates that the purpose of logistics is to meet customer
requirements.

This implies that logistics strategies and plans should be based upon customer wants and
needs. Therefore, management must first find out what those wants and needs are, through
communicating with customers to learn about their requirements,
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New Words
logistics [lou'dzistiks] n. ¥J¥i%, EEI%E, 5H)
refer [ri'fo:] vt.; vi. 3_3AL, WK, FF - s TRAER, &if
various ['veorios] adj. AN, BMEFER, ZHHEH
prominent ['prominont] adj. ki, BIEK
potential [pa'tenfal] adj.;n. ¥EERT, FIRER; ¥FRE, #&H
consumption [ken'sAmpfon] n. {H%%, HHRE
implement ['impliment] v&. B#], SEIR
involved [in'volvd] adj. <M. ZEALZEA M
receipt [ri'si:t] n.,v. W4k, g, W WE
contemporary [kan'temporori] adj. TRARHI, 244RHK

&
Notes _ R

1. Logistics is becoming a hot topic in China even the whole world, at the same time,
more and more people have interest on it.
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2. We, in this book, use the current definition provided by the Council of Supply Chain
Management Professionals (CSCMP, previously known as Council of Logistics Management)
—one of the world’s most prominent organizations for logistics professionals, to avoid
potential misunderstanding about the meaning of logistics.
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Unit 2 Activities in Logistics System

In this part, we will briefly describe some activities of a logistics system as below.

Managerial level Logistics/Supply chain Manager
Management support
Assistance function
Logistics engmeer@ Ch@ Logistics controller
Logistics analyst
Example
Operational level
Warehouse operator receipt ) checl> put aw> store> pick > pacl:’> sh;:>
Picker & ’
Forklift driver ‘ beher

Fig. 1-2 activities in logistics system

1. Customer service

Generally speaking, customer service is the most important part of any organization’s
logistics activity. In a broad sense, it is the output of the entire logistics effort; that is, customer
service and some resulting level of satisfaction are what the logistics system altimately for the
buyers.! However, many organizations do have a narrow view of customer service as something
they actually perform. For example, a firm may have a customer service department or customer
service employees that handle complaints, special orders, damage claims, returns, billing
problems, etc. For all intentions and purposes, role in the overall logistics system becomes
crucial.

2. Inventory management

The products on hand cannot always satisfy the customers’ wants. Inventory management
aims to deal with balancing the cost of maintaining additional products on hand against the risk of
not having those items when the customer wants them. So managers must decide whether they
need additional products in a given market and, if so, how many of these items. Successful
inventory control involves determining the level of inventory necessary to achieve the desired
level of customer service while considering the cost of performing other logistics activities.
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3. Procurement management

Procurement is crucial in a firm’s manufacturing and logistics processes. It is acquisition of
material and services to ensure the operating effectiveness of the firm’s manufacturing and
logistics processes.The procurement function includes the selection of supply source locations,
determination of the form in which the material is to be acquired, timing of purchases, price
determination, quality control, and many other activities.

4. Warehousing management

We have said that firms should to balance the cost of maintaining additional products on
hand against the risk of not having those items when the customer wants them. Warehousing
refers to places where inventory can be stored for a particular period of time. In the past decades,
important changes have occurred with respect to the role of warehousing in contemporary
logistics system.2

5. Packaging

Packaging plays very important role in logistics processes. It performs two basic functions,
including marketing and logistics. In a marketing sense the package acts as a form of promotion
or advertising. Its size, weight, color, and printed information attract customers and convey
knowledge about the product. From the perspective of logistics, packaging just protects the
product from damage and makes it easier to store and move products.

6. Transportation management

Transportation refers to managing the movement of products and includes activities such as
selecting the method of shipment (air, rail, water, pipeline, truck); choosing the specific path;
complying with various local, state and federal transportation regulations; and being aware of
both domestic and international shipping requirements.’

7. Material handling

It is concerned with every aspect of the movement or flow of raw material, in-process
inventory, and finished goods with a plant or warehouse.* The objectives of material handling are:

® To eliminate handling wherever possible.

® To minimize travel distance.

® To minimize goods in process.

® To provide uniform flow free of bottle necks.

@ To minimize losses from wasting, breaking, spoiling and thieving.

8. Salvage and scrap disposal

Salvage and scrap disposal can also be included under logistics because waste material is a
by-product of the logistics process. If this material can not be used to produce other products, it
must be disposed of in some manner. Whatever the by-product is (scrap, residue, or radioactive
waste) the logistics process must effectively and efficiently handle, transport, and store it. If the
by-product is reusable or recyclable, logistics administers its transportation to re-manufacturing or
reprocessing locations.
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9. Production planning

It can be concluded under logistics because manufacturing need comspoment and raw
materials in order to make finished goods that are, in turn, demanded by a customer. Thus,
production planning is at the center of the entire logistics system. Yet it is often viewed as a
stand-alone entity with its own objective and agenda.’

10. Information management

Information is what links all areas of logistics system together. The development of
Information Technology resulted in price reducing of computers and software, which has become
affordable even to small organizations. Firms are linking their internal logistics information
systems with those of their suppliers, customers and other partners. Such an open exchange of
information can result in faster order placement, quicker delivery, and greater accountability
throughout the logistics process.

New Words f‘i
ultimately ['Altimitli] adv. B% ]
overall ['suvard:1] adj. £#BHI
determining adj. #5E 1
purchases['pa:tfos] n. ;v. KW
particular [pa'tikjulo]ad). ; n. 4B, HIRE, FFBRAY; T, AT
scrap [skrep] n. BRY), E¥
disposal[dis'pouzal] n. LB, A
store [st2:] v. 71k
component [kom'paunsnt] n. FF, A4S

Notes é}

1. In a broad sense, it is the output of the entire logistics effort; that is, customer service
and some resulting level of satisfaction are what the logistics system ultimately for the
buyers.

WX B, ERBMIRK™ WL, BRER, EPRFEAABEEEENEYRRA
B ATH RE RN

2. Warehousing refers to places where inventory can be stored for a particular period of
time. In the past decades, important changes have occurred with respect to the role of
warehousing in contemporary logistics system.

S RIE— BN N RFMRERRNMYT, x5S, SRERRDRRZE K
ABRETEENTN.
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3. Transportation refers to managing the movement of products and includes activities
such as selecting the method of shipment (air, rail, water, pipeline, truck); choosing the
specific path; complying with various local, state and federal transportation regulatiohs;
and being aware of both domestic and international shipping requirements.

BHERYSN— AR S —ARNYERS. sRESEEER R (BE. %BiEH.
Kig. BEERMNREREZE) Mksk, 8T MERTEEMLE T HRERNSIMDR

4. It is concerned with every aspect of the movement or flow of raw material, in-process
inventory, and finished goods with a plant or warehouse.

UHRES IR R ER . HIREFNER— T ReERMMBIE.

5. It can be concluded under logistics because manufacturing need component and raw
materials in order to make finished goods that are in turn, demanded by a customer. Thus,
production planning is at the center of the entire logistics system. Yet it is often viewed as a
stand-alone entity with its own objective and agenda.

XIS AT I B R A A P X — I W R B SRR R S E R &, TR
AR U EBENEZD B, AL FOREENP L. RTTX—EDD
W E R ML IE F A O BRMSRE NS,

Work Out *°®

1. Answer the following questions.

(1) Is logistics a new concept? If it is not, do you know anything about the origin and history
of logistics? Please share the information you have with your group member.

(2) What do you think of the literal meaning of logistics?

(3) Some people think logistical professionals should get higher salary. Do you agree?

2. Translate the following sentences into Chinese.

They can, also be included under logistics because waste material is a by-product of the
logistics process. If this material cannot be used to produce other products, it must be disposed of
in some manner. Whatever the by-product is (scrap, residue, or radioactive waste), the logistics
process must effectively and efficiently handle, transport, and store it. If the by-product is reusable
or recyclable, logistics administers its transportation to re-manufacturing or reprocessing
locations.
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2
Learning Points s

»  Learn about the definition of supply chain.
»  Get the idea of supply chain management.
>  Understand attributes of supply chain management.

Unit1 Introduction to Supply Chain Management

In this part, we define supply chain and supply chain management first before going deep
into the supply chain concept. Supply chains consist of a number of different parties and include
the end customers. Supply chain management requires companies to adopt an
enterprise-to-enterprise point of view.

1. Introduction to supply chain

The supply chain exists between suppliers and customers, and it is the series of links and
shared processes.

All activities from the acquisition of raw materials to the delivery of finished goods to the
end consumers involved in these links and processes. Raw materials enter into a manufacturing
organization via a supply system and are transformed into finished goods. The finished goods are
then supplied to comsumers through a distribution system. Generally, several companies are
linked together in this process, each adding value to the product as it moves through the supply
chain.

Actually, all companies or organizations with which the focal company interacts directly
through its suppliers or end-users included the participation of a supply chain. In any given supply
chain there is some combination of companies who perform different functions. There are
companies that are suppliers, manufacturers, distributors or wholesalers, retailers, and companies
or individuals who are the customers, the final consumers of a product. Supporting these
companies there will be other companies that are service providers that provide a range of needed
services. (Fig. 2-1)
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manufacturer
(OEM)
distributor/ retailer
reseller
customer
supplier logistics

Fig. 21 supply chain

However, to make a very complex supply chain network more manageable, the basic
participants of a supply chain can be summarized as follows:

(1) Suppliers. They are organizations that provide goods and/or services to a purchasing
organization (a manufacturer or a distributor).

(2) Manufacturers (producers). They are the companies that make a product. This includes
companies that are producers of raw materials and companies that are producers of finished goods.
Producers can also create products of those intangible items such as music, entertainment,
software, or designs.

(3) Distributors. Distributors are also known as wholesalers, they take inventory in bulk from
producers and deliver a bundle of related product lines to customers as their work, and they sell
products in larger quantities than an individual consumer would usually buy. In addition, they also
undertake such functions as management, warehouse operations; and product transportation as
well as customer support and post-sales service. '

(4) Retailers. They are companies that keep inventory and sell in small quantities to the
public. These organizations also closely track the preferences and demands of the customers that
they sell to. They advertise to their customers and often use some combination of price, product
selection, service, and convenience as the primary draw to attract customers for the products they
sell.”

(5) Customers. They are some organizations that purchase and use a product. A customer
organization may purchase a product in order to incorporate it into another product that they in
turn sell to other customers.’ Or a customer may be the final user of a product who buys the
product in order to consume it. (Fig. 2-2)



PRRIE

_sale scanned
sale updates the .— at checkout ™~ store

store forecast replenishment
store demand
generated \

k‘ loading/despatch
4
purchase order /
generated /
S /o
Sy goods picked

supplier delivers A

todepot —_  _  goods received
and unloaded

Fig. 2-2 supply chain cycle

(6) Service providers. They are organizations that provide services to producers, distributors,
retailers, and customers. Service providers have developed special expertise and skills that focus
on a particular activity needed by a supply chain. Some, common service providers in any supply
chain are providers of transportation services and warehousing services. Financial service
providers deliver services such as making loans, doing credit analysis, and collecting on past due
invoices." Some providers offer product design, market research and advertising services. Still
other service providers offer information technology and data collection services.

2. Characteristics of supply chains

Therefore, most supply chains exhibit the following basic characteristics. (Fig. 2-3)

® The supply chain includes all activities and processes to supply a product or service to a

final customer.

® Anynumber of companies can be linked in the supply chain.

® A customer can be a supplier to another customer so the total chain can have a number

of supplier-customer relationships.

®  While the distribution system can be direct from supplier to customer, depending on the

products, and markets, it can contain a number of distributors such as wholesalers,
warehouses, and retailers.’

® Products or services usually flow from supplier to customer. Likewise, design and

demand information usually flows from customer to supplier. (Physical products move
“downstream”, while demand information flows “upstream”.)

A supply chain has three key parts: supply focuses on the raw materials supplied to
manufacturing, including how, when, and from what location. Manufacture focuses on converting
these raw materials into finished products. Distribution focuses on ensuring these products to
reach the consumers through an organized network of distributors, warehouses, and retailers.
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