Chapterﬂ

General Introduction to Logistics

Learning points

To know the origin of logistics

To understand the definition of logistics

To discuss the importance of logistics

To list different activities of logistics and understand the relationships between them

Text A What is Logistics

Figure 1-1 shows the classfication of logistics.

The scope of the logistics

The nature of the logistics

The functions of the logistics

The objectives of its main
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Figure 1-1

The classification of logistics
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1. Origin of logistics

The prevalent view is that the term “logistics” comes from the late 19" century: from
French and was first used by Baron de Jomini, who had served in Napoleon’s army before
joining the Russian’s and who later founded the Military Academy of St. Petersburg. So in
a military sense, the term “logistics” involves transport organization, army replenishments
and material maintenance. Military physical distribution was done to enable the soldiers to
move from their base position to a new forward position efficiently, which could be a
crucial factor in determining the outcome of wars. This also give birth to several military
logistics techniques which are still in use in a more advances form.

In the business aspect, logistics has evolved since the 1960’s due to the increasing
complexity of supplying businesses with materials and shipping out products in an
increasingly globalized supply chain. In business, logistics may have either an internal
focus (inbound logistics) or an external focus (outbound logistics), covering the flow and
storage of materials from point of origin to point of consumption. Therefore, the extension
of concept to company is a relatively new one and the earliest dates back to the 1950°s in
USA.
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2. The definition of logistics

There are various definitions of different edition. But in general, there are mainly two
types of definition in practice.

In Chinese logistics terms, logistics means the physical movement of goods from the
supplier point to the receive point. Based on practical need, integrated organically the
variety of the basic functional activities including transportation, storage, loading and

unloading, handling, package, distribution and information management, etc.

A part of the supply chain process

Planning, implementing and controlling

Definition of logistics —— Efficient and effective flow and storage

Goods, services and information

L | Meet customers’ requirements

Figure 1-2 Definition of logistics

The names of the Council of Logistics Management have changed many times, which
are as followed:

® 1963, Council of Physical Distribution Management (CPDM).

® 1986, Council of Logistics Management (CLM).

® 1998, definition of logistics (CLM) is revised and used today: “Logistics is that
part of the supply chain process that plans, implements, and controls the efficient,
effective forward and reverse flow and storage of goods, services, and related
information between the point of origin and the point of consumption in order to
meet customers’ requirements.” (see figure 1-2).

® 2005, Council of Supply Chain Management Professionals (CSCMP),see figure
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Council of Supply Chain

C S C MP Management Professionals

Figure 1-3 Logo of CSCMP
3. Aims of logistics

® [ogistics is the time-related positioning of resources, or the strategic management
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of the total supply chain.

® The supply chain is a sequence of events intended to satisfy a customer.

® The overall aim of logistics is to achieve high customer satisfaction. It must
provide a high quality service with low-or acceptable costs.

4. The importance of logistics

Since the beginning of human civilization, there has been the “move” of the goods.
Logistics is essential for every organization and has always been a central and essential
feature of all economic activity. Not only is logistics essential, but it is also expensive.
Organizations may reduce their overheads as much as possible, but they are often left with
surprisingly high logistics costs. Therefore, when it comes to modern logistics, most
professionals in the business consider it one of the most competitive and exciting jobs,
invisible as it is.”

Logistics management has evolved over the last three decades from the narrowly
defined distribution management to the integrated management and to the global supply
chains. The mission of logistics management is to plan and coordinate all activities to
achieve desired levels of delivered service and quality at the lowest possible cost. In order
to succeed in today’s global market; companies must be ever cognizant of these trends and
develop a logistics management strategy that capitalizes on the best-of-breed technology
solution available today, so that they can meet the demands of the customers today and he
well prepared for the future.

5. Logistics fields

Inbound logistics is one of the primary processes of logistics concentrating on
purchasing and arranging the inbound movement of materials, parts, or finished inventory
from suppliers to manufacturing or assembly plants, warehouses, or retail stores. 3

Outbound logistics is the process related to the storage and movement of the final
product and the related information flows from the end of the production line to the end
user. *

Given the services performed by logisticians, the main fields of logistics can be
broken down as follows:

Procurement logistics: It consists of activities such as market research, requirements
planning, make or buy decisions, supplier management, ordering, and other controlling.

Production logistics: It connects procurement to distribution logistics. The main
function of production logistics is to use the available production capacities to produce the
products needed in distribution logistics.

Distribution logistics: It has, as main tasks, the delivery of the finished products to
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the customers. It consists of order processing, warchousing and transportation.

After-sales logistics: Its services cover support for products sold to customers, the
refurbishment of returned items, and disposal of end-of-life goods.

Disposal logistics: Its main function is to reduce logistics costs, enhance services,
related to the disposal of waste produced during the operation of a business.

Reverse logistics: It stands for all operations related to the reuse of products and
materials. The reverse logistics includes the management and the sale of surplus as well as
returned items of products.

Green logistics describes all attempts to measure and minimize the ecological impact
of logistics activities. This includes all activities of the forward and reverse flows. This
can be achieved through intermodal freight transport, path optimization, vehicle saturation
and city logistics.

Engineering logistics combines both business logistics and military logistics since it
is concerned with highly complicated technological systems for which Reliability,
Availability and Maintainability are essential, ex: weapon systems and military
supercomputers. °

Emergency logistics is a term used by the logistics, supply chain, and manufacturing
industries to denote specific time-critical modes of transport used to move goods or
objects rapidly in the event of an emergency.

Production logistics aims to ensure that each machine and workstation receives the
right product in the right quantity and quality at the right time. The concern is with
production, testing, transportation, storage and supply. Production logistics can operate in
existing as well as new plants: since manufacturing in an existing plant is a constantly
changing process, machines are exchanged and new ones added, which gives the
opportunity to improve the production logistics system accordingly.

Construction logistics is known to mankind since ancient times. The various human
civilizations tried to build the best possible works of construction for living and protection.
Now the construction logistics emerged as vital part of construction. In the past few years
construction logistics has emerged as a different field of knowledge and study within the
subject of supply chain management and logistics.

Digital logistics is driven by a new generation of web-based, enterprise logistics
applications that enable collaboration and optimization, leveraging a central logistics
information backbone that provides visibility across the enterprise and extended supply

chain.
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Role Play 1 Introduction to Logistics Company

(Leo, the sales representative of Zhongji Shipping Company, is talking with Erik, a
potential customer.)
Leo: Welcome to our company, Mr. Erik. Nice to meet you.
Erik: Me too.
Leo: Mr. Erik, my name is Leo. Here is my card. I’m willing to introduce my company.
Erik: Thank you for a lot of care.
Leo: Our business covers import and export container transportation and agency, door to
door pickup and delivery, custom clearance, warehousing and consolidation.
Erik: T see.



Leo:

Erik:
Leo:
Erik:
Leo:
Erik:
Leo:

Erik:
Leo:

Erik:
Leo:
Erik:
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Zhongji has become one of the market leaders in China’s freight forwarding and
logistics industry today.

Right.

We have helped Ford to substantially reduce logistics costs.

Please explain in detail.

Of course, that was one of the best results achieved in the beginning of the 2000’s.
One of the best results? In what way?

We improved their management by optimizing their plans of demonstration before
plunging into action. As a result, the overall utilization was raised considerably.
It’s amazing.

If you are concerned about logistics questions, you can ask anyone. We have a
reputation for top service.

I hope so.

If you have a moment, I’'m hoping to visit you.

Well, you are welcome. I’d like to hear your suggestion.
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1. This book will adapt what CLM (Council of Logistics Management) has defined it
as follows: “Logistics is that part of the supply chain process that plans, implements, and
controls the efficient, effective forward and reverse flow and storage of goods, services,
and related information between the point of origin and the point of consumption in order
to meet customers’ requirements.”
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2. Therefore, when it comes to modern logistics, most professionals in the business
consider it one of the most competitive and exciting jobs, invisible as it is.
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3. Inbound logistics is one of the primary processes of logistics concentrating on
purchasing and arranging the inbound movement of materials, parts, or finished inventory
from suppliers to manufacturing or assembly plants, warehouses, or retail stores.
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4. Outbound logistics is the process related to the storage and movement of the final
product and the related information flows from the end of the production line to the end
user.
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5. Disposal logistics: Its main function is to reduce logistics costs, enhance services,
related to the disposal of waste produced during the operation of a business.
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6. Engineering logistics combines both business logistics and military logistics since
it is concerned with highly complicated technological systems for which Reliability,
Availability and Maintainability are essential, ex: weapon systems and military
supercomputers.
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7. Production logistics aims to ensure that each machine and workstation receives the
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right product in the right quantity and quality at the right time. The concern is with
production, testing, transportation, storage and supply. Production logistics can operate in
existing as well as new plants: since manufacturing in an existing plant is a constantly
changing process, machines are exchanged and new ones added, which gives the
opportunity to improve the production logistics system accordingly.
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Text B Activities of in Logistics System

Figure 1-4 shows logistics system.

Transportation Storage & Materials handling
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Procurement
Inventory management | | K
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Customer service MR ERG ke
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| | Demand forecasting
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Production planning
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Other activities - -
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Figure 1-4 Logistics system
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. 'Main passage

The logistics system consists of the following components: transportation,
warehousing, inventory management, packaging, materials handling, information
management, demand forecasting, procurement, customer service, production planning,
facility location and other activities.

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.

Clearly any one organization is unlikely to require all these specific tasks to be
accomplished. For example, a service firm such as an airline might combine elements
from the information processing, maintenance, demand forecasting, customer service, and
purchasing functions into a logistics system designed to reach its customers. ' On the other
hand, a manufacturer of consumer goods may draw from transportation, inventory
management, storage, materials handling and packaging in addition to customer service,
purchasing and demand forecasting for their logistics support.

1. Transportation

Transportation refers to the physical movement of goods from one point to another
point. It includes specific activities such as selecting the transport mode, choosing the
particular route, selecting the right carrier, complying with various local transportation
regulations. Transportation is usually the most costly logistics activity. It may account for
40% - 60% of a company’s total logistics cost.

2. Warehousing

Warehousing is an integral part of every logistics system. It plays an important role in
providing a desired level of customer service at the lowest possible total cost. It refers to
places where goods can be stored for a particular period of time. Generally, the greater the
time lags between production and consumption, the larger the level of warehousing
required.

3. Material handling

Material handling is any kind of methods for short-distance movements of raw
materials, work in process, or finished goods within a factory or warehouse. Materials can

be moved directly by people lifting the items or using hand carts, sling, and other handling
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accessories (manual lifting and handling). Materials can be also moved by people using

machines such as cranes, forklift trucks, and other lifting fixtures (mechanical lifting). >
4. Inventory management

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.

This task has become more complex as firms have gradually lowered inventory levels.?
5. Packaging

Industrial packaging focuses on protecting the product while it is being transported
and stored. It conveys important information to inform clients and provide protection
during storage and transport. Consumer packaging plays a role of protection or advertising
whose size, weight, color, and printed information to attract customers and convey

knowledge about the product.

6. Procurement

Procurement is the purchase of materials and services from outside to support the
firm’s operations from production to marketing, sales and logistics. It includes the
selection of supply source location, timing of purchases, price determination, quality
control and many other factors. *

7. Information management

Information management concerns a cycle of organizational activity: the acquisition
of information from one or more sources, the management and the distribution of that
information to those who need it, and its ultimate disposition through archiving or
deletion.

Information management embraces all the generic concepts of management,
including: planning, organizing, structuring, processing, controlling, evaluation and
reporting of information activities, all of which is needed in order to meet the needs of
those with organizational roles or functions that depend on information.

8. Demand forecasting

Demand forecasting refers to the prediction of probable demand for a product or a
service on the basis of the past events and prevailing trends in the present. Demand
forecasting may be used in production planning, inventory management, and at times in
assessing future capacity requirements, or in making decisions on whether to enter a new
market. It is predicting future demand for the product.

9. Customer services

Customer service is the provision of service to customers before, during and after a
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purchase. Customer service concerns the priority an organization assigns to customer
service relative to components such as product innovation and pricing. In this sense, an
organization that values good customer service may spend more money in training
employees than the average organization or may proactively interview customers for
feedback.

10. Other logistics activities

Other activities such as waste disposal, return goods handling, etc. are also important.
Logistics managers have to consider the social costs associated with waste disposal. The
handling of returned goods, often referred to as reverse distribution, is an important part of

the logistics process.

Role Play 2 Making a Complaint

(Judy, a clerk in a North Beauty Import and Export Co. Ltd. is complaining about the
cargo to Sandy, a logistics company clerk.)

Judy:  Hello, may I speak to Sandy?

Sandy: Yes, speaking please.

Judy:  This is from Judy in North Beauty Import and Export Co. Ltd.

Sandy: How are you? I think the cargo have already reached you. Is there anything else
I can do for you?

Judy:  Yes. We regret tell you that the goods you sent us are not in conformity with the
terms of the contract. On examination, we find a shortage in the delivery.

Sandy: Oh? Please explain in detail.

Judy:  As soon as the consignment arrived at our port we had it inspected. To our
disappointment, we found a shortage of 2 cartons.

Sandy: 2 cartons?

Judy:  Yes. We ordered 20 cartons of garments, but we only received 18 cartons.

Sandy: Did you contact the exporter for the matter?

Judy:  Yes. They showed the onboard bill of lading to us. We all consider the carrier
should be liable for the shortage. Therefore, we have to raise a claim against
your company as the liability with you.

Sandy: We’d like to have your present proof.

Judy:  Here is our onboard bill of lading to claim a settlement.

Sandy: Sorry, the evidence you provided is inadequate.

Judy:  Wait a moment, here’s a survey report issued by the Commodity Inspection

Bureau.
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Sandy:
Judy:
Sandy:

Judy:
Sandy:

Judy:
Sandy:

Judy:
Sandy:

Have you any other evidence?

Not yet.

Sorry, we regret being unable to accept your claim because the goods were in
perfect condition when the goods were loaded.

What should we do now?

We suggest that you approach the insurance company for settlement as the
shortage occurred in transit.

Which evidence do we provide?

The full original set of ocean bill of lading, original policy and the original
commercial invoice.

Thanks a lot, bye.

Bye.
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-~ Notes

1. Clearly any one organization is unlikely to require all these specific tasks to be
accomplished. For example, a service firm such as an airline might combine elements
from the information processing, maintenance, demand forecasting, customer service, and
purchasing functions into a logistics system designed to reach its customers.

BAR, AT A w HA T BE LR 8 T 1K BARAE S5 . B, RS A R IX
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2. Materials can be moved directly by people lifting the items or using hand carts,
sling, and other handling accessories (manual lifting and handling). Materials can be also
moved by people using machines such as cranes, forklift trucks, and other lifting fixtures
(mechanical lifting).

MNATAT A B s i, 5 60 T4 R s Al s e F (PR s T84
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3. 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.
This task has become more complex as firms have gradually lowered inventory levels.

VAT BIOERAE 2 ) i SR I, P AE 4P B0 W AT, DURE S 3K 26 7 i 1)
PR o Bt A AV B A AT 7K, XTI 25 A8 19 B NS %

4. Procurement is the purchase of materials and services from outside to support the
firm’s operations from production to marketing, sales and logistics. It includes the
selection of supply source location, timing of purchases, price determination, quality
control and many other factors.

SR AR AR SRR R IR 55, LASEHRS 23 ) B 28 4 L B A5 M i s 1k .
EALHR N A E R R SRR, EAT . prE A A VF 2 R R .

Exercises

1 . Match the words in column A with the ones in column B.

A B
QIR = 1. strategic planning
C D Gff 2. purchasing

C ) FEAfrEH 3. information management



C O fudk 4. after-sales services

C )XY 5. physical distribution
C D YrkHkiz 6. reverse logistics

C ) FEREA 7. loading & unloading
C ) % 8. warehousing

C ) Ay R 9. return goods handling
C ) BIRS 10. transportation

C D HBEkS 11. inventory control

C ) SEARRCIE 12. packaging

( ) il F ) 13. materials handling

C ) WmY 14. information management
¢ ) Bfrabr 15. customer service

IT. Answer the following questions according to the text.

1. What is logistics?

2. When is the birth of logistics?

3. Which can be related to the current system of logistics management?

4. How many sectors of economic activities are involved in logistics? What are they?
5. What do the logistics managers’ duty based on?

III. Fill in the blanks with the phrases in the box. Change the form where

necessary.
requirement /  control  / achieve / financial
minimum / refer / combination / inventory
Logistics to the responsibility to design and administer systems to

movement and geographical positioning of raw materials, work-in-process and finished
at the lowest total cost. To achieve lowest total cost means that

financial and human assets committed to logistics must be held to an absolute
It is also necessary to hold operational expenditures as low as possible. The
of resources, skills, and systems required to achieve lean logistics are challenging to
integrate, but once , such integrated competency is difficult for competitors to
replicate.

The goal of logistics is to support procurement, manufacturing, and customer

accommodation operation
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IV. Choose the best answer from the four choices.

1. —Do you hear that has become a hot occupation?

—It’s amazing!

A. logical B. logistics C. logic D. logistic
2. Which element should logistics management focus on?

A. transportation B. costs C. customers D. warehousing
3. Which of the following functions does a logistics system include?

A. whole sales B. cash management  C. storage D. Internet
4. Why is customer service an important factor?

A. To retain and keep customers.

B. To gather information about competitors.

C. To develop new market.

D. To strengthen business partner relationships.
5. Why is transportation so important to the current business environment?

A. It can link and integrate all logistics functions.

B. It can gather new information.

C. It can eliminate incorrect data.

D. It can make all data public for future use.
6. What is strategic planning to be failed to achieve?

A. Providing realistic guidelines to guide the actions to achieve results.

B. Designing a goal that everyone agrees on.

C. Pointing out a good goal.

D. Implementing effectively.
7. If the vessel had sailed along designated , it would have been able to

avoid the bad weather.

A. road B. way C. route D. rout
8. Logistics is called previously

A. transportation B. logistic

C. movement D. physical distribution
9. Pleasing can attract customers’ eyes.

A. packaging B. warehouse C. inventory D. truck

10. Managers must establish and implement inventory plan on the basis of
considerations.

A. strategy B. logistics C. strategic D. logical
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V. Translate the following sentences into Chinese.

1. The prevalent view is that the term “logistics” comes from the late 19™ century:
from French and was first used by Baron de Jomini, who had served in Napoleon’s army
before joining the Russian’s and who later founded the Military Academy of St.
Petersburg.

2. Logistics is that part of the supply chain process that plans, implements, and
controls the efficient, effective forward and reverses flow and storage of goods, services,
and related information between the point of origin and the point of consumption in order
to meet customers’ requirements.

3. A service firm such as an airline might combine elements from the information
processing, maintenance, demand forecasting, customer service, and purchasing functions
into a logistics system designed to reach its customers.

4. Warehousing is an integral part of every logistics system. It plays an important role
in providing a desired level of customer service at the lowest possible total cost.

5. Materials can be moved directly by people lifting the items or using hand carts,
sling, and other handling accessories (manual lifting and handling).

VI. Translate the following sentences into English.

1. it R 10 B 0 73 2 B N L B9 B R i

2. WP R HEE$E4F 4 (containerization) K.

3. AR 2 o v i PR A AR D A PR RN SRR I G AU A W7 o 5 B

Supplementary reading

Development of Logistics

Logistics is by no means a new subject area. Historically, the concept of logistics
stems from specific facets of military and industrial management. In many military sense,
logistics is concerned with the various aspects of maintenance and system / product
support, particularly from the point in time when systems are in operational use. In the
industrial or commercial sector, logistics has been defined to include such activities as
material flow, product distribution, transportation, warehousing, and the like. In both
situations, however, logistics has been considered as a “downstream” effort, and the
requirements for logistics have not been very week defined or integrated.

In recent years, systems and products have become more complex as technology
advances, and logistics requirements have increased in general. Not only have the costs
associated with system / product acquisition increased significantly in the past decade, but

the costs of logistics support have also been increasing at an alarming rate. At the same
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time, the current economic dilemma of decreasing budgets combined with upward
inflationary trends results in less money available for both the procurement of new
systems and for the maintenance and support of those items already in use.

Logistics automation is the application of computer software or automated machinery
to improve the efficiency of logistics operations. Typically this refers to operations within
a warehouse or distribution center with broader tasks undertaken by supply chain
management systems and enterprise resource planning systems.

Industrial machinery can typically identify products through either bar code or RFID
technologies. Information in traditional bar code is stored as a sequence of black and white
bars varying in width, which when read by laser is translated into a digital sequence,
which according to fixed rules can be converted into a decimal number or other data.
Sometimes information in a bar code can be transmitted through radio frequency, more
typically radio transmission is used in RFID tags. An RFID tag is card containing a
memory chip and an antenna which transmits signals to a reader. RFID may be found on

merchandise, animals, vehicles and people as well.





