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Component of logistics management

Inputs into .
_ Management action
logistics g
Natural resources Planning | Implementation | Control
(land, facilities,
and equipment)
N .y
S UITETRL TESOIITEES % Logistics management
Financial g=3 Raw In-process | Finished
resources (0 || materials | inventory goods
)
n

Information
resources
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Outputs into logistics

Competitive advantage
(marketing orientation and
operational efficiencies
and effectiveness

Time and place utility

Efficient movement to
customer

Proprietary asset

Logistics activities (CLM)

*Customer service
*Demand forecasting
*[nventory management
*Logistics communications
*Material handling

*Order processing
*Packaging

*Parts and service support

*Plant and warehouse site selection
*Procurement
*Reverse logistics
*Traffic and transportation
*Warehousing and storage

10
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Sources: James R. Stock & Douglas M. Lambert, Strategic logistics management, 4™ edition, McGraw-Hill, 2001, pp3
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Military Logistics
1905 Major Chauncey B. Baker

“that branch of the art of war pertaining to
the movement and supply of armies 1s called
logistics”

—James C. Johnson, Donald F. Wood, Contemporary Logistics, Prentice Hall Inc., 1996, p5
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Webster’s New Encyclopedic Dictionary, 1993

Q Iraq War daily US armored division consume
“ 5000 tons of ammunition, 555,000gallons of

fuel, 300,000 gallons of water and 80,000meals”
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A total approach to the management of all

activities involved 1n physically acquiring, moving
and storing raw materials, in-process inventory,
and finished goods inventory from point of origin

to the point of use or consumption.

----Bernard J. La Londe, “Integrated Distribution Management: A Management
Perspective,” International Journal of Physical Distribution 1(Oct. 1970):44
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Logistics 1s the science and art of the design,

optimization and management of networks for

the time-related positioning of resources.

—The Institute of Logistics and Transportation, UK
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1986F: The process of planning, implementing and
controlling the 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
confronting to customer requirements.
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1992: The process of planning, implementing and
controlling the efficient, effective flow and storage of
goods, service, and related information from point of

origin to point of consumption for the purpose of
confronting to customer requirements.

1998: Logistics is that part of the supply chain process

that plans, implements, and controls the efficient, effective
flow and storage of goods, services, and related
information from the point of origin to the point of

consumption in order to meet customers’ requ1rements i s
18
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RS EERBESREX (=

UPDATED Logistics Management 1s that part of
Supply Chain  Management 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 1n

order to meet customers’ requirements.
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Total costs approach

Tt K = 12,000 FE AR (R i Ko AR, AEAE T35 4)
P {E =200070/44
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12000 2000

24

200

50

100 1000 <5000
500 500—1000/;
300 > 10000
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W ik L@ B

O Right time;

Q Right place;

0 Right condition;
Q Right cost;

O Right customers;

0 Right product or service;
QO Right quantity
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4 values: form, time, place, possession

Four types of utilities:
A Place — Transport
Good and person at the right place
B Time — Transport and Inventory
Good available when desired
C Possession — Marketing
Create awareness or desire for good
D Form — Production
Transform 1nputs of less value into
36 finished product of greater value LRRREN
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Interface
Production/ activities:
Operation
S le of activiti Product
amplic o1 aCliviles sche duling

Quantity of control
Detailed production
scheduling
Equipment maint
Capacity planning
Work

Plant location

Purchasing

Logistics

Sample activities:
Transport
Inventory

Order processing
Material

handing

Product-logistic
interface

Interface Marketing

activity: Sample activities

*Customer ‘

service Promotion

standards Market research

*Pricing Product mix

«Packaging Sales force

«Retail location Management
Marketing -

logistic interface
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Customer Service

Demand Creation —
(Sales)

Resource Allocation | «— | Inventory, Equipment,
(Capital) Facilities

Financial Control e+ | Procurement, Production
(costs) Transportation, Warehousing

/

Return on assetss 4., 2%
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0 “2 549 21 K5 (the most sadly neglected, most promising
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» Material Management
vs. Physical Distribution

» Logistics Channel

» Nodes vs. Links

> Cost centers
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Material Management vs. PD

QO Logistics operation differ

O Companies find it convenient to view logistics system
from the two perspective. 4 types are
= Balanced system: consumer product companies
= Heavy inbound: Boeing......
= Heavy outbound: Dow (Chemical company)

= Reverse systems: return for salvage and disposal, repairs......

Q Close coordination between two systems is necessary

46 1%, MiHR
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Nodes vs. Links

d Nodes: established spatial points where goods

stop for storage or processing

a Links: represent the transportation network

connecting the nodes in the logistics system

Q It represent a convenient basis for seeking

possible system improvement. M AP
M A
M P

47 2%, M0
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Logistics channel

It is the network of intermediaries engaged in
transfer, storage, handling , communication and
other functions that contribute to the efficient
flow of goods

2008 8q
d Manufacturlng l*

plant RN
Suppllers / \\ Customers

Distribution Distributor
a8 Centers YR LY
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Cost centers

Q Short-run / Static analysis

Q Long-run / Dynamic analysis

49
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Dynamic analysis

0 % % 1: all-rail transportation; chemicals
bagged in plant warehouse, then sent to

the customers

0 % % 2: use market oriented warehouse;
chemicals sent by barge (large volume, low
bulk rate) to market warehouse; packaged

in warehouse; move by rail to customers

51 1%, MiHR



Plant logistics costs ! FE2
Packaging $500 $0
1 Storage and handling 150 50
Inventory carrying 50 25
Administrative 75 25
Fixed cost 4,200 2,400
Transportation costs
To market warehouse 0 150
To customer 800 100
Warehouse costs
Packaging 0 500
Storage and handling 0 150
Inventory carrying 0 75
Administrative 0 75
Fixed cost 0 2,400
Total cost $5,775 $5,950

,'.‘E'Y‘

é{ﬁ Ai1E &L r ¥

UNIVERSITY OF INTERNATIONAL BUSINESS AND ECONOMICS

I TN

Imgank

50,000
a FC vs. VC

TC =
FC+AVCx /&

Q A&7k 2
Trade-off point ?
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Cost

7,000

6, 500

6, 000

5, 000

y = 0.0315x + 4200

y = 0.023x + 4800

5, 000
40, 000 50, 000 60, 000 70, 000 80, 000
Output
¢ System 1 = System 2
%, WA
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