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Logistics

Learning Objectives

* To understand the definition of logistics
* To know the importance of logistics

-+ To learn the activities of logistics
Skill Development Objectives

» Communication skills in receiving the customer
* Communication skills in introducing the logistics company
e Writing skills in introducing the logistics company

* Communication skills in establishing the business relationship

| .-

), Text1 What is Logistics? % NOTES

The answer to this is on your feet! Look at the shoes you are
wearing: they may look simple, but it took a complex process to get
them from raw materials to a product you can wear. The functions in
this process are what make up logistics. ;

Let’s say you are wearing running shoes imported from !
Taiwan, China, made of leather and man-made materials. The
soles may have been manufactured from synthetics made in India
and formed into soles in Malaysia, then sent to Taiwan, China. :
The uppers may be leather taken from cattle raised in Argentina,
cut in mainland of China, and sewn to the soles in Taiwan,

China. The laces may be manufactured in Romania. The tongue
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! may be made from the synthetics in India, but sewn in

Pakistan.

The pieces are manufactured into the final product in

Taiwan,China and trucked to a port where they are shipped via

. ocean container, to say, Vancouver. From there they go by train

to Calgary, where they are unloaded into a warehouse for a large
retail chain. As stores place orders, the shoes are shipped out to
a store where you shop and eventually purchase them.

This is “globalization” and is not unusual today. Here are

i some of the logistics functions that allowed this to happen:

(1) Purchasing: of raw materials, assembled products,

finished products from all over the world. Where can you get the

© quality you want at the best price?

(2) Manufacturing operations: how should the machines be

. organized, how many workers do you need, where do you stock

your materials and finished products, how many products do you
manufacture on each production run? And the list goes on...
(3) Transportation: domestic and international, from raw

materials to finished products; who moves what, and when, and

¢ for what price?

(4) Warehousing: product is either moving (transportation) or
not (warehousing). This is becoming a very sophisticated area
and a key to shortening the time to market for products.

(5) Inventory control: how many products are on hand, on

i order, in transit, and where are they? Inventory drives logistics.

(6) Import Export: international regulations and documentation
can be complex. It takes a specialist to understand the best way
to get product across borders.

(7) Information systems: globalization on today’s scale is
possible because there is technology that transfers the needed
information.

Logistics is performing any of the above functions, or
combinations of the above. It is the functions that occur within a

single company. Logistics functions used to be considered
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unavoidable costs to a company, but today they are recognized as |
crucial to a company’s competitiveness and profitability. It (% NOTES
encompasses so many jobs that people with talents and interests

in one area can specialize. For example, if you like working with

numbers and are analytical, inventory might suit you. If you

prefer dealing with different countries and cultures, international
transportation might be the ticket, or import/export if you are '

good with details. Whatever area you specialize in, you will

work closely with other areas because they are all interrelated.

And you may start out in transportation but later want to switch

to warehousing, where you will also use your transportation

knowledge. The beauty of logistics is that it is a huge field,

encompassing many jobs and personality types. (See Figure 1. 1) O — 5

Demand Forecasting
Stock Transportation
Stock Demand Layout
Production Layout

: Raw Material
Raw Material Stock aw valerd
Stock Management
Raw Material Management ) Logistics

Industry Packaging —/ Goods Service

Goods Packaging - Supply Chain
Distribution Layout J / Delivery Management
Order Management

Transportation
Customer Service

Strategy Layout 7
Information System - - — — — — — — — — — — — — — — — — —7/
Sales/Channel Management - — - - - — - - - ——— - — — — — — ~

Figure 1.1 Logistics System
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3,&7' Role Play 1 Placing an Order

Conversation Between Tegal and Mitchell

Tegal: Hello, this is Jane Tegal from Excellerator Co.
calling. May I speak to Mr. Mitchell?

Mitchell; Hello,Ms. Tegal, this is Arthur Mitchell.

Tegal. Hello, I'd like to place an order for a number of your
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. Millennium desk units.

Mitchell;: Certainly. How many are you interested in
ordering for purchase?

. Tegal: Quite a few. Do you have many available in the
warehouse?

v Mitchell: We keep a large supply in stock. There’s also a
showroom with quite a few on hand. It shouldn’t be a
problem.

Tegal: Well then. I'd like 75 units by the end of the month.
Could I get an estimate before placing an order?

: Mitchell; Certainly, I'll have it for you by the end of
the day.
: Tegal: What does the estimate include?

Mitchell: Estimates include merchandise, packaging and
shipping, duty if required, any taxes and insurance.
: Tegal: Do you ship door-to-door?

Mitchell: Certainly, all shipments are door-to-door. Delivery
dates depend on your location, but we can usually deliver within
14 business days.

. Tegal: Thank you for your help.
Mitchell: My pleasure. You can expect an e-mail by 5 this

i afternoon.

New Words and Phrases

complex ['kompleks] adj. E 74, GHH, L0
i process [ pro'ses]| n. id#&, Fik, BF, |, #1470
ERiS: |
; leather ['ledo] n. L #E, B &5

sole [saul] adj. BPHE, ME—H n. B, . S0k
5 manufacture [ meenju'feektfa] vt. Hl, MT = Hld&, Hl
M, A
: synthetics [ sin'Betiks] A T. & mL(464%) #1 %

Vancouver [veen'ku:va | I&EFH# (hn & k76 ¥k i)
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Calgary [ 'keelgeri| & /K i B Chn £ K 74 B &R 3k i) AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA
cattle ['keetl] n. 4, HFEHFE ‘( ?) NOTES |
unload ['Anloud] vi. #I#%, B F3 o, R ---- ZHhH,
g, @
warehouse [ 'weahaus] n. &5, &, KEJE o TA
B :
purchase ['pa:tfes] vz. 3£, ME n. £, WK
stock [ stok] n. ®+, FEFF, BRZE, Bihp :
domestic [de'mestik] adj. KEEM, EHH, 5 ALK,
1 |
sophisticated [ safistikeitid] adj. Z A, AL HHH ;
unavoidable ['Ana'voidabl] adj. A BE & % f, N AJ 8 R A,
R BB 9 |
encompass [inkampeas] v. i1, U SR UFELEY
deployment [di'ploimant] n. B, #E, HE
execution [ eksikju:fen] n. SLfT, 47, FEHM, R H g
anticipate [sen'tisipeit] ve. T3, I, H% o WiT, B |
effectiveness [ ifektivnis] n. % /1 ;
cartage [ ka:tidz] n. R HE 5, WEEH
brokerage [ 'braukaridz] n. 242 A Z 55, 40
millennium [milenjom] n. H%E, KARK (& HF2)
millennium [ mi'leniom] n. X, — T4
showroom ['[aurum] n. (B &hEE&H B BEFI =
raw materials J§ 1 ¥}
retail chain ZH % 81
inventory control JEFE#E i

LI Text 2 The Definition of Logistics

The term “logistics” originally came from the moving, |
lodging and supplying of troops. Military commanders have
always been aware of the importance of good logistics to the !

success of their campaigns. Many military failures have arisen



from failure to maintain a logistic line of communication. The
' term involves the movement of goods, but also of people, as
well as housing and feeding them. Before the materiel, food and
accommodation can be supplied, it must first be obtained from
somewhere. It may be bought “off the shelf”, but if it is not
readily available it must be designed and made. Also, logistics is

described as the art of achieving the “six rights”:

they are

getting the right things; in the right quantity; to the right
place; at the right time; in the right condition and at the right
price.

Definitions and Functions

Logistics ( business definition) Logistics is defined as
business-planning framework for 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)

Logistics (military definition)  The science of planning and
carrying out movement and maintenance of force...; movement,
evacuation, and hospitalization of personnel; acquisition of
construction, maintenance, operation and disposition of
facilities; and acquisition of furnishing of services. —— (JCS
Pub 1-02 excerpt)

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. —— (Reference:
Canadian Association Logistics Management)

Professor Donald J. Bowersox, a famous expert on Logistics at
Michigan State University, pointed out in Logistic Management
(3rd edition) published in 1986 that, “The term of logistics is
neither restricted in the field of commerce nor in that of military.

It is applicable for commercial activities of both public and
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private enterprises. ” In his words, he also applied the following

terms to illustrate part or all of the activities of Logistics:

Business Logistics, Physical Distribution Materials, Logistics |
Management, Material Management, Physical Supply, Logistics of
Distribution, Total Distribution, etc. ‘

The modern military definition of logistics reflects the broad
scope of functions involved. The Institute of Logistics and%
Transportation’s definition follows this closely: “Logistics is the
science and art of the design, optimization and management of
networks for the time-related positioning of resources. In its
most comprehensive sense, those functions deal with the
following aspects such as: design and development, acquisition,
manufacture, storage, movement, distribution, maintenance and
disposition of goods; design, development, management and 5
maintenance of passenger systems; acquisition or construction,
maintenance, operation and disposition of facilities; acquisition
or provision of services.” There are four principal aspects to
logistic management:

Outcome  Logistics management focuses on the desired
outcome and produces, the best plan to achieve that outcome
(within any constraints that are applied), irrespective of the
degree of difficulty or inconvenience that may be caused to any of
the intermediate processes.

Sequence Logistics involves establishing and controlling the
best sequence in which a number of operations or processes are
carried out.

Timing The operations or processes must be carried out at
the best time, both relative to one another and to the
overall aim.

Location The operations or processes must be carried out
in the best place, both relative to one another and to the overall

aim. (See Figure 1. 2)
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Figure 1.2 Logistics
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;M " Role Play 2 Deliveries and Suppliers

Conversation Between Susan and Doug

Susan: Doug, can I talk with you for a moment?

Doug: What can I do for you,Susan?

Susan: I'm concerned about the delays we're experiencing
with some of our suppliers.

Doug: We're doing everything to get back on schedule.

Susan: Could you give me an approximate timeline?

Doug: A number of deliveries are arriving tomorrow.
Unfortunately, this time of year is often troublesome.

Susan: That’s not good. We can’t make excuses to our
clients. Are all shipments affected?

Doug: No, but it is summer and some companies are cutting
back until September.

Susan: Where are most of our suppliers located?



Doug: Well, most of them are in China, but there are a few

in California.

Susan: How does that affect deliveries?

Chapter 1 Logistics o

Doug: Well, there are weather delays and shipment delays

due to reduced production. Sometimes, larger packages are !

delayed because of a bottleneck at the distribution point.

Susan: Is there any way around these delays?

Doug: Well, we often work with delivery services such as

UPS, Fedex or DHL for our most urgent shipping. Theyé

guarantee door-to-door deliveries within 48 hours.

Susan: Are they expensive?

Doug: Yes, they're very expensive and that cuts into our

bottom line.
New Words and Phrases

materiel [matiari'sl] n. ¥k, %

Helsinki, FI [‘helsinki] n. #f/R ¥4, 3522 5 #6

evacuation [ iveekju'eifon] n. iR ., EIF

disposition [ dispa'zifen] n. i &

irrespective [ iris'pektiv] adj. N, RNEEH, TR

sequence [ 'sitkwans] n. IKIF, F, FF3

squeeze [ skwiiz] n. JEHE, 5 o JEHE, B, HH

recoverable [ rikaverabl] adj. 7] E 3K 1)

consolidation [kansalideifon] n. JL[H ., &

margin ['ma:d3in] n. WA H, H%, %R, FlE
ot LT s T

inevitable [in'evitebl] adj. AN Al Gy, L8R EY

comprehensive [ komprihensiv] adj. £HH, " ZH, GEFR

PRI, AN
finable [ ‘fainabl] adj. N $1 2K, ATAE HI ), AT 4245 10
clientele [ klira:n'teil] n. FIA BN, B

simultaneously [ simal'teiniasly; saim-] adwv. [7] i Hf,

destination [ destineifen] n. 64, [ F 8 fF, H Y

HLITH



