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Unit 1

Passage A Introduction to Logistics

1. Definition of Logistics

Logistics, the logistics center and its flow characteristics of materials, called logistics.
Logistics originally formed in the United States called “Physical Distribution” (PD)
“distribution in kind” or “goods delivery”. Japan imported after the 1960s as “the link
between the production and consumption of goods custodian, transportation, handling,
packaging, processing functions and control such functions as a backup to the information
role. It played a role as a bridge in sales material'"’,

Logistics is the hot topic in China and the whole world. Although it is anything but a newborn
baby, lots of people still have limited awareness of, and knowledge about logistics* —the subject
matter of this textbook. People tend to refer logistics as the flow of goods, yes, it is partly
right, but logistics is much more than that. So what logistics really is?

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

To avoid potential misunderstanding about the meaning of logistics, this book adopts the
current definition provided by the Council of Supply Chain Management Professionals
(CSCMP) (known as “Council of logistics Management”)—one of the world’s most prominent
organizations for logistics professionals®].

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. It is quite

a long definition, to understand it better, let’s analyze it in closer details.

1.1 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 suggest that logistics should be involved in all three activities
planning, implementing, controlling — not just one or two*'. Some suggest, however, that
logistics is more involved in the implementation than in the planning of certain logistical

policies.

1.2 Refer to “efficient and effective flow and storage”
Note that the definition also refers to “efficient and effective flow and storage”. Broadly
1



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 receipt?
In contrast, efficiency can be thought of as how well (or poorly) company resources are used

to achieve what a company promised it can do.

1.3 Involves “goods, services, and related information”
The definition also indicates that logistics involves the flow and storage of *goods,

services, and related information”.

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.

1.4 Purpose of logistics is to meet customer requirements

Finally, 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,
and to meet their requirement.

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 basis 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 by regrouping the different aspects of logistics and
instead of viewing them as separate processes, substantial savings can be made within their
business’ outgoing expenditure.

In a more practical sense, logistics refers to the systematic management of the various
activities required to move benefits from their point 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 services. They too must be
produced and made available to the final consumer. But logistics encompasses much more than
just the transport of goods.

The concept of benefits is a multifaceted one that goes beyond the product or service itself
to include issues regarding timing, quantity, supporting services, location, and cost. So a
basic definition of 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

2



desired by that customer, at the time and place the customer wants them, all for a price the
buyer is willing to pay. These concepts apply equally well to profit industries and non-profit

organizations, as the earlier discussion on military requirements illustrated.
2. Definition of Terms

Material flow is the linking of all processes for the acquiring, processing, matching and
distribution of material goods within defined areas.

An important aspect of the definition of the term is its limitation to material goods,
therefore excluding the transport of energy or of information. However, material goods are
not restricted solely to materials forming part of the production process, i.e. raw materials,
semi-finished and finished products, but also other materials such as, for instance, waste,
pallets and packaging®’.

Roughly speaking, differentiation is made in material flow between handling, conveying

and transporting.

e Handling — Handling refers to all motion sequences used for the starting or ending of
production processes and also of transporting and storage. This includes, for instance,
the insertion of a work piece in a work piece retainer or the stacking of work pieces at a
storage place. Handling therefore includes all material flow processes taking place at a
workstation.

@ Conveying — Conveying is the movement in horizontal or vertical direction via limited
distances and is therefore generally restricted to in-plant processes. Examples are: The
supply of screws by means of a vibratory bowl feeder and the transporting of vehicle
bodies by means of overhead conveyors.

@ Continuous conveyor — These examples immediately highlight an important difference:
in the first example, a continuous conveyor is used. Continuous conveyors operate
continuously (at least over an extended time period). The second example involves an
intermittent-flow conveyor. Each cabin of the overhead conveyor has its own timetable,
to which it operates, with alternating travel operation, empty running and stops.

® Steady-flow — Conveyors are generally more economical to operate than intermittent-
flow conveyors. Being of identical dead weight, these have greater conveyor capacity

8] This is partly due to the continuous operating

whilst requiring less drive power
mode, thereby eliminating the continuous starting and decelerating of the drive,

handling equipment and material to be conveyed.

On the other hand, intermittent-flow conveyors are frequently more flexible in
application. As shown by the example, these are predominantly used for heavy individual

loads.



Conveyors often have yet a secondary function resulting from the dwell time of the
material being conveyed. For example, in the case of a refrigerated conveyor, parts cool down
to a point where they reach the temperature required for further processing. Conveyors are

also used as buffers in order to harmonize the working cycle of several processing stations.
3. Analysis of material flow

The terms handling, conveying and transporting are contrasted in different stages of
material flow. The first stage of material flow includes transport between the factory and its
suppliers or customers. This stage of material flow involves location planning, which does not
form part of MPS training and is therefore not discussed here. The second stage of material
flow includes movement within the factory site between the various sectors of the operation,
e. g. factory building. Factory planning again takes into account material flow and evolves an
appropriate building plam* Again, this stage of material flow will not be dealt with at this
point. The third stage of material flow includes the movement between the individual
departments of an operational area and, within the departments, the movements between the
various workstations, machine groups and storage areas, etc. This stage can be dealt with as
part of MPS, The fourth stage of material flow involves movement on the workstation itself.
This stage deals primarily with handling equipment for the automation of material flow on the
workstation. This represents a major aspect of MPS.

In order to determine the optimum layout ofequipment and the respective handling
equipment involved, plus the possibly required storage and buffer stores, it is necessary to
establish the material flow. The first step towards this involves the structure of the material
flow.

4. Constitution of a logistics system

In a typical logistics system, there are mainly seven basic function factors, including
transportation, warehousing, delivering, packing, loading (unloading) and handling,
distribution processing, as well as information managing, which are actually interacting or
interdependent group of items forming a unified whole. They work together as a mechanism or

interconnecting network.

New Words and Expressions

logistics [la'dzistiks | 7. #JW2F, J5H2~

council ['kaunsil] ». HFEL, BRE, BE, LS, BRPETF, TEHTF
prominent ['prominent ] adj. FH#H, BEM, BXHKE

implement ['implimont | w»z. B, SLB; » AT

=W DN~



consumption [ ken'sampfon] n. JH¥%, H#AE

involve [in'volv] . 3, &, BLT, #HET

receipt [ri'sit] = WSk, WdE, WE; « WA

indicate ['indikeit] wz. ¥H, BAR, RIE

vibratory ['vaibratori] adj. ¥EZNHI, FRhER

. intermittent [ jeinta(:)'mitent | adj. [EBKA), KIHTEEEER

. steady ['stedi] adj. BREK, BEMN, BEM, FLEH, BEABH
. optimum ['optimem] n. B&EH adj. BBEHER

. semi-finished adj. B

. dead weight JEUTULHIEY)

Notes

1. Japan imported after the 1960s as “the link between the production and consumption of goods

2.

custodian, transportation, handling, packaging, processing functions and control such
functions as a backup to the information role. It played a role as a bridge in sales material. ”
1 20 4 60 G, HAGIA T XHERMEE, BIY R R SL 3™ & FHE 3 Z B B3z
B YRGS R FBR RN, I BN M E B A BRI SRERERIX K IIRE. EHHETE
HEVE TP RAA.

Logistics is the hot topic in China and the whole world. Although it is anything but a newborn
baby, lots of people still have limited awareness of, and knowledge about logistics.
YHRE-THENDELUANRNTEE. BRECEAR-THEFEY, HEADAXNY
WHIARARE R .

be aware of something: &%

Example: John has been aware of having done something wrong. )8y & & iR %] B & 48
THH.

To avoid potential misunderstanding about the meaning of logistics, this book adopts the
current definition provided by the Council of Supply Chain Management Professionals
(CSCMP) — one of the world’s most prominent organizations for logistics professionals.

Y ST B AR X DU & SRR, A AR R E AL e B L h 2 (AT B K E Y
WEBE2) HATHE L, X2t F Y& L S 5 2 A,

to avoid something (doing something) %, ,

Example: She tried to avoid answering my questions. it B ¥ T AN ZEH 1 [a] 531 .

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, controlling— not just one or two.

B YMEATHR PATEER”. FHINEEHRXNSF, B BRI %0 E T X
=R BT 5ER - AR SR .



5. However, material goods are not restricted solely to materials forming part of the production
process, i.e. raw materials, semi-finished and finished products, but also other materials such
as, for instance, waste, pallets and packaging.
it s W) AR BR T B A 7= 1k 72 f6 40 I, B JEEAE 6 L 2 B 8, S A 46 0 BB 4G A%
B 2Z AW HAB Y

6. Being of identical dead weight, these have greater conveyor capacity whilst requiring less drive
power.

TEAHA A AR T, 3 05 2%t (18 8 2 BE A0 S X P 8 A S8 R S X BB g, T Bir 96 3K 3 )
[ 0\

Topics for Discussion

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. How much do you know about the literal meaning of logistics?

3. Why do the advances in information technology make it increasingly easy — and less costly—
for companies to obtain important information to make logistical decision?

4. What is the difference made in material flow between handling, conveying and transporting
according to the text?

5. Why are “material flow” divided into four stages? Can you make an analysis of material flow in

yourself way?



Unit 1

Passage B The Role of Material Flow Systems

The objective of the industrial firm may be stated as the effective coordination of men,
materials, machines and money to provide a product or service when and where needed at a
price attractive to the customer, which will provide a profit to the firm and serve society''). In
a product (as opposed to service) enterprise the satisfaction of this objective is largely
accomplished by conversion of the form or shape of materials and the relocation or movement

2], Men and machines are allocated to accomplish this conversion and

of these materials
movement. The requirements for monies result from decisions related to accomplishing the
allocation of these other resources as well as the procurement and distribution of materials.
Profits are directly related to the control of costs and costs, in the sense above, are to a large
degree dependent upon the control of materials conversion and location. To control materials
conversion requires control of material quantity at each stage of the conversion. If quantity and
location are to be controlled most effectively, timely and accurate information must be
available upon which to base the control decisions™. It is the interrelationship between
material quantities at the various stages of conversion, the location and movement of these
materials, and the information necessary for decisions related to conversion and location that is
referred to as the material flow system.

The effectiveness of the production enterprise in the above context is largely, if not
totally, related to the organization’s ability to control quantity and location of materials. In
turn, the potential effectiveness of this control is to a high degree dependent upon the quality
of the decision information available to the decision maker at the time a quantity or location
decision must be made*!. A little reflection on the basic or primary objectives of various
functional units of the organization will verify the above statement. Purchasing is concerned
with procurement of materials and vender relations, inventory control with time and quantity
schedules and accountability for materials, stores and warehousing for physical control,
production control with quantity and location during processing, sales with customer
satisfaction with material quality and time of material delivery, and physical distribution with
satisfaction of the customer at minimum cost to the firm. Each function is restricted in
satisfying its objectives by the ability to have accurate information available to secure effective
movement of the materials. These requirements for information and movement will not be
totally under any single function’s control but rather interlaced across facets of many
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functions. It may be concluded therefore, that to improve the effectiveness of the functional
units, singularly and jointly, it is necessary to establish an integration of,

(1) materials: quantity control at all stages of conversion and distribution,

(2) materials: movement to provide quantity allocations at desired locations, and

(3) information: necessary to arrive at proper decisions to maximize the effectiveness of
quantity control and materials movement.

It is therefore necessary for the material flow system to provide means to improve the
effectiveness of this integration.

The question might be raised, “So what’s new?” The newness is in the integration of
quantity control, material movement, and information processing as a single system, rather
than three somewhat autonomous subsystems. Organizationally it is usually possible to
identify a material handling function ( movement) and a data processing function
(information) , which, although they may service the entire firm, nevertheless they have their
individual identity and set of objectives. Quantity control is not this well identified
functionally. True there is usually an inventory control or materials control group but too
often their concern is restricted to stock levels planning and stock maintenance for process
input materials. Procurement of quantities to satisfy these stock levels is a purchasing
responsibility. In-process inventories are then controlled and assigned by production control or
manufacturing. Warehouse material inventories and in transit shipments are controlled by
groups reporting to purchasing or sales. The result is that the firm does not have a single
materials quantity control subsystem but a set of subsystems, which may or may not be
adequately coordinated. If coordinated, the coordination is likely to be accomplished by means
of a computer information system which may have been designed by a data processing systems
group concerned with data processing efficiency and not information in a form, and at a time of
maximum value to the using function.

The recognition of the need to develop a computer based total information system implies
recognition of the need for more effective material flow control. Difficulty in reaching full
effectiveness arises due to:

(1) The imposition of the data system upon the existing organization and control system
without changing the basic operating procedures, or

(2) The imposition of a generalized data system which conceptually appears adequate but
does not give adequate consideration to the firm’s operating environment and existing practices
with their related effect on input datal®.

The first type installation fails because the existing organization’s functional
relationships, procedures, and communications are not compatible to necessary information
system functional relationships for effective or efficient data processing. The second type of
installation fails because of the failure to recognize that each firm has its own peculiar
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operational constraints and a good general concept must be altered to fit these peculiarities.
The results to be attained are only as good as the information system and the information
system is only as good as its input. The failure to recognize and adjust for either operation or
data processing system constraints negates an effective system.

If the information system is only as good as its input it is important that the input be both
accurate and timely. Furthermore, if the necessary information for decision and action is
primarily related to material, or allocation of other resources to act on materials, the input
must reflect completed action on material and its affect on desired results for the future.
Decision is then concerned with getting from the present (completed) to the future in the most
effective manner.

Disregarding for a moment the problem of accomplishing input, consider the required
content of input. There are only four bits of knowledge or data required to fully define
material flow information:

(1) Event— or what occurred to the individual material control unit.

(2) Quantity — of material in the control unit for which the event occurred.

(3) Time— at which the event occurred.

(4) Location— at which the event occurred.

Following procurement the events related to material can generally be classified as
operation on, movement, or storage. Although quantity must be known in-process control is
usually by a batch which should be identifiable from all other batches of similar material. This
batch identity is often accomplished by lot number, production order number, or similar
identity.

Having these four bits of information, evaluation of performance against prior plans and
projection of data for future planning decisions can be accomplished. The failure to either
provide the necessary bits of information, or errors or inadequacies in interpretation of
results, increases requirements for men and facility resources in order to reduce the effect of
these errors or inadequacies. Operational crisis then arise more frequently and management by
exception becomes difficult since exceptions or deviations from plan is the rule. For example if
location data is in error extra, manpower must be provided to search. In addition extra in -
process inventory is usually generated which demands additional facilities as well as
manpower,

The more effectively one can plan the flow of material, identify and measure the actual
flow relative to plan, and reduce the frequency with which exceptions occur, the more
effective is the entire business process. One cannot expect to eliminate problems of, or

deviation from, plan but they can be reduced.
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New Words and Expressions

coordination [koujodi'neifon] n. [@%E, VEF

procurement [ pro'kjusment | n. 3K{8, 783|

deviation [ diwvi'eifon] n F¥ES

vender ['vendo| = ¥, ELH

interlace [ inta(?)'leis] v {HAT4, {HAchE; kL, Y

autonomous [ o:'tonemas] adj. HIEW

subsystem ['sabsistim] 7. RERS%, FRES

coordinate [ kou'odinit] n [F%E; adj. [FI%H, HFIH; v JEE, &H#

imposition [ impe'zifon]| 7. IRiHEZ

. generalized ['dzenorolaizd ] adj. ToRBEFFFAM, AEEIE N BRI M
. constraint [ken'streint] n. ZJ®, &&H, R

. manpower ['maenpaus] n. AJS]

. interrelationship n. fHEXZR [BKER, W], T#

Notes

. The objective of the industrial firm may be stated as the effective coordination of men,

materials, machines and money to provide a product or service when and where needed at a
price attractive to the customer, which will provide a profit to the firm and serve society.
TAv AR EARAT AR A 7 bR R IS £ A B0 A, DA 76 435 0 B 8] L b 2
GEIFE 1) O F P 3R AR A R #i r= Sh BRIk 55 A R BRI WAt & dE .

In a product (as opposed to service) enterprise the satisfaction of this objective is largely
accomplished by conversion of the form or shape of materials and the relocation or movement
of these materials.

RN TR 25 Ml T 55 5 A 7 A olk B AR 6 2 AR KRR BE_E B T4 B R 1 72 B LA
BB 5%,

If quantity and location are to be controlled most effectively, timely and accurate information
must be available upon which to base the control decisions.

EERRANGIE B R KA RS R T B R TR S B X E B R
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In turn, the potential effectiveness of this control is to a high degree dependent upon the
quality of the decision information available to the decision maker at the time a quantity or
location decision must be made.
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