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Unit One LOgLA\’:LOA and Quppég Chain

Part | Components of a Logistics System

Lead In

Do you know how roast ducks from Beijing appear in American supermarkets? And why
people can buy French perfume in China?

Preview of the text

eAnswer the following questions and discuss your answers in class.
1) Do you think logistics is important? Tell us why?

2) Tell the class several logistics activities you know. In your opinion, which activities of
logistics are the most important?

Text: Logistics and the Components of a Logistics System

Introduction
Birth of Logistics is a relatively new word used to describe a very old practice:
Logistics the supply, movement and maintenance of an armed force both in peacetime

and under operational conditions.
The birth of logistics can be traced back to ancient war times of Greek
and Roman empires when military officers titled as ‘Logistikas’ were

assigned the duties of providing services related to supply and distribution of



Logistics in
Today’s Society

resources.

During the Second World War (1939-1945), logistics evolved greatly.
The army logistics of United States and counterparts proved to be more than
the German army could handle. The United States military ensured that the
services and supplies were provided at the right time and at the right place.
This also gave birth to several military logistics techniques which are still in
use, although in a more advanced form.

A characteristic of today’s society is its dependence on a wide variety of
goods and services which are produced by many business organizations.
These companies are highly competitive with each other in supplying goods
and services. This competition occurs in three areas, in determining
customers’ wants, in arranging the production of goods to satisfy those
wants, and in making those goods available to the customers. The last
responsibility is the special objective of industry’s newest management
function-business logistics.

Logistics is the management of the physical and information flows of
products and of all activities related to these flows. The physical flows of
products include the movement of raw materials from suppliers (physical
supply), the movement of goods in process within the firm, and the
movement of finished goods from the firm to consumers (physical
distribution). The information flows for products cover reports and
documentation relating to goods movement.

The Definition of Losgistics

From the early 19" century till now, there are various definitions related
to logistics.

® From the point of business, logistics is defined as business-p
lanning framework for management of material, service, informatio
n and capital flows. It includes the increasingly complex informati
on, communication and control systems required in today’s busines
s environment.

® [ ogistics is also defined 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 information
from point of origin to point of consumption for the purpose of meeting
customer requirement(from Canadian Association of Logistics
Management).

® In our text, we would like to say that logistics is the continuous

process of meeting customer needs by ensuring the availability of the



right benefits for the right customer, in the quantity and condition

desired by that customer, at the time and place the customer wants

them, all for a price the buyer is willing to pay.

Broadly speaking, its mission is to get the right materials to the right
place at the right time, while optimizing a given performance measure and
satisfying a given set of constraints. That means the six “rights”: ensuring
that the right goods, in the right quantities, in the right condition, are
delivered to the right place, at the right time, for the right cost.

What are the Components of Losgistics?

The activities related to logistics include: storage, inventory, packaging,
materials handling, communication, site selection, transportation and so on.

More specifically, the logistics system consists of the following
components (see Figure 1.1): Customer service, Inventory management,
Transportation, Storage and materials handling, Packaging, Information
processing, Demand forecasting, Production planning, Purchasing, Facility

location and other activities.

Customer Management
service ‘ Storage and
materials handling
Other \
activities \ -
{ Logistics )______,__, Packaging
~ system
Production™ <—""" ™ w.. /\
planning Information
processing
Demand
location forecasting

(Figurel.1 Components of Logistics System)

Customer service is a very important part of any organization’s
logistics effort. 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 provides the buyer. Disappointment at this level
can lead to dissatisfaction with the organization as a whole that effectively
wastes the entire logistics effort.

Inventory management deals with balancing the cost of maintaining
additional products on hand against the risk of not having those items when

the customer wants them (i.e. the cost of lost sales).



This task has become more complex as firms have gradually lowered
inventory levels. The challenge in this situation is to manage the rest of the
logistics system to accommodate the lack of inventory so that customer
service does not suffer.

The objective of inventory management is to control stock levels for
minimizing total operating cost while satisfying customer service
requirements. Inventory management is a key issue in logistics systems.
Businesses choose to maintain inventories for a variety of reasons, including:

1. Improving service level.

2. Reducing overall logistics costs.

3. Making seasonal items available throughout the year.

4. Overcoming inefficiencies managing the logistics system.

Transportation refers to the physical movement of goods from a point
of origin to a point of consumption. It can involve raw materials being
brought into the production process and/or finished goods being shipped out
to the customer. The main modes of transportation used by logistics system
management are ship, rail, truck, air, and pipeline.

Storage and materials handling are the physical requirements of
holding inventory. Storage includes the tasks necessary to manage whatever
space is needed; materials handling is concerned with the movement of
goods within that space. Thus, the former would consider issues related to
warehouse number, size, layout, and design: the latter would focus on the
systems needed to move goods into, through, and out of each facility.

Obviously, an organization’s inventory policies have a direct impact
on their storage and handling needs. Thus, one result of the move to smaller
inventories is the requirement for less storage space.

Packaging focuses on protecting the product while it is being shipped
and stored. And it can also convey important information to the customers.

Information processing is what links all areas of the logistics éystem
together. Firms are now linking their internal logistics information systems
with those of their vendors and customers. Such an open exchange of
information can result in faster order placement, quicker benefit delivery,
and greater accountability throughout the logistics process.

Demand forecasting involves in forecasting future customer needs.
The logistics system ensures the right products and/or services are available
to meet customer requirements.

Production planning can be included under logistics because
manufacturing needs components and raw materials in order to make
finished goods that are, in turn, demanded by a customer. Thus, production
planning is likely at the center of the entire logistics process.



Purchasing deals with the buying of goods and services that keep the
organization functioning. Since these inputs can have a direct impact on both
the cost and quality of the final product / service offered to the consumer,
this activity is vital to the overall success of the logistics effort.

Facility location addresses the strategic placement of warehouses,
plants, and transportations resources to achieve customer service objectives
and minimize cost. Although not necessarily made often, these decisions can
have long term and potentially costly implications for the organization.

Other activities for a specific organization could include tasks such
as after-sales parts and service support, maintenance functions, return goods

handling and recycling operations.

New Words and Expressions

logistics [lo'd3istiks] ». Wyt

component [kem'paunant] . 8

roast [raust] vz & vi. %, %

maintenance ['meintinans] n. HEFF

traced back to b1ER,)/EI R

ancient ['emfant] adj. HARH, HEW

empire ['empaia] n. GidEs

military ['miletri] adj. HEHP); REH AN
assign [9'saim] vz SrEC, Uk CTAE, BR5D)
distribution [ distri'bju:fn] n. Boik; -4

evolve [i'Valv] vt & vi. AR, Utk

counterpart ['kauntapa:t] n». X F

gave birth to g, reE

responsibility [ri.sponsa'bileti] ». BT

information flow 5 Bt

raw material JEAE R

physical distribution SEYBCIE

framework ['freimwa:k] n. M4, HEZE

implement ['implimant]  vz. ), SEAT, BAT (WE. R BhE
efficient [i'fifnt] adj. B



effective [i'fektivl adj. BHRK
in-process e (A=) AT
inventory['inventsri] . JEEAT
availability [a,veilo'bilsti] #. AIFIF M AT
mission ['mifn] n. {155, fliaw
optimize ['Jptimaiz] v. Ry e
constraint [kan'streint] . Yo, PRI
storage ['storidz] . AT
packaging ['peekidzin] n. fude
purchase ['pa:tfas] i P
facility [fo'silati] n. Wit
accommodate [0'komadeit] vr. N
suffer ['safa]  vi. A
pipeline ['paiplain] . (EBCI

Notes

1. From the point of business, 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.

MRV Ff BER B, PV e SOh FRBEATAORL . IRSS . {5 BB S ah i B Al 95 31
RIHES . ERE LSS AR PR ERH R R 2R0EE . WEMZERIRS.

2. Logistics is also defined 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 information from point of origin to point of consumption for the purpose of meeting
customer requirement.

Y gE o h TR P TS, DU R RA, idisi . R, B,
SEIREADRE . R BAR BORH DA S R 0 B R A RV S T AT R v R SR
(ISR R

3. The logistics system consists of the following components: Customer service, Inventory
management, Transportation, Storage and materials handling, Packaging, Information processing,
Demand forecasting, Production planning, Purchasing, Facility location and other activities.

PR AZAFELL T BFRS . EAEE, 2%, riyefiz. oz, 54
HLOFRI. ARl SR WA A S .

4. Inventory management deals with balancing the cost of maintaining additional products on



hand against the risk of not having those items when the customer wants them. (i.e. the cost of lost
sales).

2 A7 A4 B SRV b R DRAT 25 4R 7 i 3T AL PR JSAS AR 24 0 5 B0 4% 2 477 i i DL
A HATRI . (B RS Z R BA. )

5. Storage includes the tasks necessary to manage whatever space is needed; materials
handling is concerned with the movement of goods within that space.

A B A AR S I L EAE 55 MR GV AR X — 25 (A W BT M0
WENTEDL -

6. Thus, production planning is likely at the center of the entire logistics process.

BRIk, A= ot R AT LA AL AP AR K

7. Other activities for a specific organization could include tasks such as after-sales parts and
service support, maintenance functions, return goods handling and recycling operations.

KT — A BAR RS AR 2 ol e A0 AR 55 A B 5 T3 MR 55 30 FF . 4. R TTAN
[ e Ak BE .

Exercises

|. Enhance Vocabulary ( match ) .

w P RS demand forecast

it K inventory control

1T LA B distribution

fici% customer service

FeE ekl transportation

1% warehouse management
1 B packing

T) R &I logistics information
wkHkiz order processing

K material handling

3 purchase

YfE & factories and warehouses site selection

[I. Fill in the blanks and put the sentences into Chinese.
1. Logistics is the continuous process of customer needs by ensuring
in the quantity and condition desired by that customer.

2. The logistics system consists of the following components: Customer service,

>

Transportation, Storage and materials handling, , Information processing,
, Production planning, Purchasing, Facility location and other activities.
3. focuses on protecting the product while it is being shipped and stored.
4. deals with the buying of goods and services that keep the organization
functioning.
5. focus on the need for accurate information on future customer needs.
6. would consider issues related to warehouse number, size, layout,




and design.

7. Each activity in the logistics cycle must contribute to excellence in

Logistics management includes several activities that support the . The logistics cycle
%& emphasizes the of the various activities.
" 8. Without information, the logistics system would not be able to run smoothly. Managers
y, gather information about each activity in the system and that information to

future actions.



Part I Supply Chain Management

Lead In

Could you use your own words to describe the supply chain according to the following
picture?

enanuf acturer
. (oem)

2

distributor/ retailer

Preview of the text

eAnswer the following questions and discuss your answers in class.
1) What is a supply chain?
2) What are the differences between logistics and supply chain?

Text: Supply Chain Management

Overview of If your company makes a product, the parts are purchased from

Supply Chain suppliers, and those products are sold to customers, then you have a supply
chain. Some supply chains are simple, while others are rather complicated.
The complexity of the supply chain will vary with the size of the business
and numbers of items that are manufactured.

Supply chain is the network of the involved companies, through

upstream and downstream linkages, in the different processes and activities
that produce value in the form of products and services in the hands of the

ultimate consumer.



AL ,_,d;:, -3

;‘\ M»mur'ncturmg\\
Sugpplier plat
',

\ (A3

; [dnsian
o, / a Aagemmtly
lant
_ﬁ}‘“ plan
e T
Buprplier

Maufacnising

outlets

(Figure 2.1 A Typical Supply Chain)

Figure 2.1 shows a typical supply chain in which the production and
distribution systems are made up of two stages each. In the production
system, components and semi-finished parts are produced in two
manufacturing centers while finished goods are assembled at a different
plant. The distribution system consists of two central distribution centers
(CDCs) supplied directly by the assembly center, which in turn replenish
two regional distribution centers (RDCs) each.

Of course, depending on product and demand characteristics it may be
more appropriate to design a supply chain without separate manufacturing
and assembly centers (or even without an assembly phase), without RDCs or
with different kinds of facilities. Each of the transportation links in Figure
2.1 could be a simple transportation line (e.g. a truck line) or of a more
complex transportation process involving additional facilities (e.g. ports) and
companies (e.g. truck carriers). Similarly, each facility in Figure 2.1
comprises several devices and subsystems.

Elements of the *Suppliers: They are organizations that provide goods and/or services
Supply Chain to a purchasing organization ( a manufacturer or a distributor).

*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.

*Distributors: They are companies that take inventory in bulk from
producers and deliver a bundle of related product lines to customers.
Distributors are also known as wholesalers.

*Retailers: They are companies that stock inventory and sell in small
quantities to the general public.

*Customers: They are any organization that purchases and uses 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.



