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The Concept of Logistics

TEXT

What is logistics? There are a number of definitions of what is understood by
the word logistics and, in some sense., the use of the word is simple, while in
others it is very complex. The following definitions will help understand the term.

LOGISTICS: The procurement, maintenance, distribution, and replacement
of personnel and material.

—Webster’s Dictionary

LOGISTICS: The process of planning, implementing, and controlling 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 meeting customer requirements.

—Canadian Association of Logistics Management

In essence, each of these terms is associated with managing the flows of
goods and information from a point of origin to a point of consumption.

In order to avoid potential misunderstanding about the meaning of
logistics, we choose the definition given by the Council of Logistics
Management (CLLM), one of the world’s most famous organizations. According to
the CLM, * Logistics is that part of the supply chain process the plans,
implements, and control the efficient, effective forward and reverse flow and

storage of goods, services, and related information between the point of origin
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and the point of consumption in order to meet customers’ requirement. ”
In order to make this definition clear, we should have a common

understanding about three key aspects of the concept:

Flow of goods

What are goods? Goods are valuable objects, such as commodity and raw
materials that has the characteristics to purchase and exchange through
commercial transactions and processes. What does flow do? Flow can be
determined as methods in which goods are transported between different
locations and merchandisers. The general transportation modes: truck,

railway, water, aircraft and pipeline.

Direction of the flow of goods

In the open market place, buyers and sellers represent two polar of
business transaction. Buyers are customers; sellers are suppliers. When a
transaction is agreed upon, suppliers have the responsibility to arrange for the

goods to be transported to the customers under their contract’s details,

Efficient management of the flow process

The transportation of goods should be low cost and ensure safety and
punctuality. It should not waste customers’ money, energy and time.
Currently, the flow of goods is generally controlled by both hardware and
software. By hardware we mean logistics facilities and equipment, such as
ports, warehouse and transportation vehicles. By software, we mean
information system, information standardization and data sharing.

From the above, we can see that, logistics can be briefly definite like
this: Logistics is how to manage a flow of goods from suppliers to customers

in an efficient manner.

Words and Expressions

council n. e

definition n. 2 3L
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responsibility n. A

transportation n. iz &y

efficient adj. R

polar n. H

in essence ERE

be associated with L evenes FEES: S
Notes

1. We choose the recent definition given by the Council of Logistics

Management (CLLM), one of the world’s most prominent organizations for

logistics professionals.
RATRAEEDREREDS (CLM) HATWE XL, ZhaEett YRt
b 4558, b f 3 A U H 2

2. In the open market place, buyers and sellers represent two polar of business

transaction.
NPT AT . LR MSZRE TR AT A o P g

3. The transportation of goods should be low cost and ensure safety and

punctuality.

B EANARARRR . K. fERT,

Exercises

I . Translate the following sentences into Chinese.

1.

Flow can be determined as methods in which goods are transported

between different locations and merchandisers.

. The general transportation modes: truck, railway, water, aircraft and

pipeline.

When a transaction is agreed upon, suppliers have the responsibility to
arrange for the goods to be transported to the customers under their
contract’s details.

The transportation of goods should be low cost and ensure safety and

punctuality.
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5.

Logistics is how to manage a flow of goods from suppliers to customers

in an efficient manner.

Il . Translate the following sentences into English.

V.

1.

Yyt R 5 0 U B L S AE R P B R RN B SR AR
SEFEHAMPA R B R | 5 EARE ST (AL A L

R, BNRBIA R A7 i % T 0 [ A7 A 6] 09 SR . 5 R 1
PR B = KT RE LA 5 2 09 ) St iR B = K & = AR T E Y
IEE

3. B PR ST LA K L R L N W AR G B 2 I B AR e
4. GIEZHNRWBO) TSRS 0t 7T LUE & P i b e H i i

HEME.

. Translate the following phrases into Chinese.

1. material requirements planning (MRP)
2. modern logistics management
3. one-stop service
4. on-dock facilities
5. multiple-item inventory control
Complete the following sentences. using the appropriate words from the list
below.
hope happen whether forward
open contacts orders direct
1. They’'ll be perfectly with me about their business.
2. They also place on us.
3. Anything can in an English summer.
4. I'm looking to our new air-conditioned office.
5. 1 my foreign exchange allowance will cover it.
~6. I'm not sure it'll be Munich.
7. We ought to ship to the buyers
8. I want you to make as many as you can.
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Practical Reading

The 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 affect a national economy.

The first evolution has taken place in the form of the global logistics
management. Moving a wide variety of products around the world 24 hours a
day, 365 days a year require 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 are required to adjust by adapting their institutional frameworks.

Words and Expressions

framework n. ER, KA
globalization n. AR

linkage n. X, E4
significantly adj. HELY, ERiEkd
reshape v, EMEY (B, &g
extensive adj. JE, TR

Supplementary Reading

The Challenge of Logistics

Although logistics has been a growing area of responsibility in many

companies since the 1960s, it is fair to say that the profile of logistics
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managers tended to be regarded as hard working individuals who played
primarily a supporting role to marketing and manufacturing. However, the
“back-to-basics” movement helped to change the profile level of logistics in the
1980s, particularly because a growing number of companies recognized the role
that logistics can play at the margin in their strategic efforts to gain or regain a
sustainable competitive edge? Efficient transportation systems support logistics
practices such as “just-in-time” inventory and manufacturing; vendor managed
inventory ( VMI); and collaborative planning; fore-casting, and replenishment
(CPFR). Companies such as Pfizer and Wal-Mart have used these concepts to
lower costs and gain significant market share,

The beginning of the 21st century actually saw a continuation of the
evolution of logistics that began during the decades following World War 1I;
however, since then, several variables have introduced new challenges: The
Internet and e-business, continued globalization, business alliances and
rapidly changing technology.

Today, many of these firms have gained control of fulfillment operations
through the use of private operations or third party logistics provider. E-
business over the Internet has quickly developed into a powerful medium for
firms to reach customers through information, products and services. This has
put pressure on the logistics and transportation networks of shippers. Firms
such as UPS and FedEx Ground have seen an explosion of small package
deliveries to both business and residential addresses. Shipment sizes have
decreased and frequency of shipments have increased. Real-time inventory
tracking has allowed companies in the supply chain to eliminate inventories,
Reliable transportation networks have also allowed firms to eliminate
unnecessary safety stock inventories, With all of these challenges, the use of
Internet for e-business is still in the developmental stage.

The globalization of business has had a tremendous impact on the way
companies operate today. The scope of globalization runs the gamut from
foreign sourcing in the procurement area and/or selective sales in other
countries to multifaceted international distribution, manufacturing, and
marketing strategies that encompass international production sites, multiple
staging of inventory, counter trading in the sale of products, and so on.

Whatever the situation, the cost of logistics as a percentage of total cost is
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greater for international ventures, and the complexity of logistics operations
usually increases at a geometric rate in the international arena. Often if
procurement is included, logistics is the single-most important factor for
successful international ventures. Transportation. in particular, has been
affected because of the distances involved both inbound to manufacturing from
foreign sourcing and outbound for additional manufacturing or delivery to
customers. Transportation might account for as much as 50 percent of the
total logistics cost.

The 1990s saw a dramatic growth in the use of 3PLs for basic transporta-
tion and distribution processes. This growth continues in the 2000s with 3PLs
expanding their services to include inventory management, order management,
and inventory ownership. These relationships allow 3PLs to gain a larger
“share of wallet” of their clients business. This is one example of the change
in the nature of business alliances that are being developed in industry. The
beginning of this decade has seen Amazon. com performing fulfillment for Toys
Us. com., WalMart. com out sourcing their Internet fulfillment operations, US
Airways and United Airlines joining forces to share flight, fares, and frequent
traveler programs, and food manufacturers sharing capacity in transportation
vehicles for customer deliveries. The 2000s have brought a new type of alli-
ance among companies, which are some times competitors. These alliances
focus on eliminating duplication of assets and processes so that both parties
can benefit. The remainder of the 2000s will more than likely see more innova-
tive types of business alliances.

Another factor is rapidly changing technology and, in particular, changes
in computer hardware and software. The significant price reductions for
powerful computer equipment have helped bring about better inventory
control, better equipment scheduling, more efficient rating of transportation
movements, and so on. Technological changes in communications (such as
satellite global positioning systems to maintain contact with motor carrier
fleets) have helped to improve service quality to the extent that motor carrier
companies now are able to meet narrowly defined time windows for pickups
and deliveries. The continued development of radio frequency identification is
allowing companies to track freight to the individual package level. The

interface between communication technology and computer is another area that
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has tremendous potential for logistics. These changes are just the tip of the

iceberg; many other developments could be included in this area, such as bar

coding and robotics.

All of these challenges have provided opportunities for logistics and

transportation processes to add value to product movement through the globe.

They have also given the logistics and transportation processes more

responsibility for the management of information and cash flows throughout

the supply chain.

Exercises

Fill in the blanks and put the sentences into Chinese.

1.

Logistics is defined as for the management of material,

service, information, and capital flows.

. The process of strategically managing the movement and storage of

throughout the business form suppliers to final delivery to

customers.

. 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

Larger organizations usually have a specialized traffic and
transportation function the management the

The inventory control group is often responsible for of
finished goods required to support customer requirements, which

emphasizes the physical distribution.



Supply-Chain & Supply-Chain
Management

TEXT

In 1990s, a growing number of logistics specialists witnessed that there
could be value in coordinating the various business functions not only within
organizations but also across organizations—what can be referred to as a
supply-chain management (SCM) philosophy.

Since then more and more logistics professional focus on supply chains
and supply-chain management, and this has resulted in a number of definitions
for both concepts. So when defining logistics, it's important that we have a
common understanding of what is the meaning of supply chain and supply-
chain management,

Supply chain is defined that it encompasses all activities associated with
the flow and transformation of goods from the raw material stage
(extraction), through to the ultimate customer, as well as the associated
information flows.

In simple words, supply chain is a management tool based on the
following concepts:

1. A product can be value-added by a number of different suppliers at
different stages of production (“supply chain”) and through the production
cycle, all the suppliers are inter-linked.

2. At an individual level, each supplier has its own suppliers (services,



