RESEARCH
‘%’ IN_LOGISTICS

& PRODUCTION

LOGISTIC CENTRES AND DISTRIBUTION CENTRES —
SIMILARITIES AND DISTICTIONS

Waldemar lIzdebski* and Piotr Krys**

Faculty of Management, Warsaw University of Technology, Narbutta 85, 02-524,
Warszawa, Poland,
* E-mail: waldemar.izdebski@pw.edu.pl
** E-mail: piotr.krys@pw.edu.pl

Abstract: Differentiation between logistic and distribution centres is an important part of the logistics
nomenclature, especially as both names are often used in wrong contexts and interchangeably.
In the article, a literature analysis aimed at differentiating between them and establishing the most
important distinctions has been conducted.

Paper type: Research Paper

Published online: 19 October 2018

Vol. 8, No. 4, pp. 351-359

DOI: 10.21008/j.2083-4950.2018.8.4.6

ISSN 2083-4942 (Print)

ISSN 2083-4950 (Online)

© 2018 Poznan University of Technology. All rights reserved.

Keywords: logistic centre, distribution centre, logistics, supply chain




352 W. Izdebski and P. Kry$

1. INTRODUCTION

Logistics is a rapidly growing discipline of science. Because of being relatively
new, however, it encounters the problem of a lack of specific, defined terminology
and learning methodology. The formal study of logistics’ definitions has not yet
been done. In many cases we lack fully determined, unambiguous and widely
accepted definitions of basic logistics issues. One of those are logistics centres,
which, despite of being crucial for the functioning of the logistic network and one
of the most recognizable elements of logistics, have not yet been subjected to close
scrutiny in all aspects. The research on this matter is scattered in many areas, and
the degree of its accuracy varies greatly between individual areas of research. One
of the profound problems are the often mixed concepts of a logistics centre and
a distribution centre. They are especially often used interchangeably in the
common speech, but this issue happens to appear in scientific works even. Many
companies also contribute to this problem by intentionally using the erroneous
nomenclature for marketing purposes, since they aim to raise their prestige by
describing their premises as a “logistics centre”. Differentiating between those two
objects is a substantial factor of the logistics science, and using them as equivalent
creates a fundamental methological problem.

In this article, a literature analysis has been performed for distinction between
a logistics centre and a distribution centre, as well as describing the differences.
The analysis has been conducted basing on the supply chain specialists’ works
(Polish authors: P. Blaik, 1. Fechner, E. Gotembska, S. Krzyzaniak, B. Skowron-
-Grabowska, M. Stajniak, K. Rutkowski, foreign: J.J. Coyle, E.J. Bardi, C.J. Langley Jr,
C. Bozarth, R.B. Handfield) as well as logistics centre scientists’ (S. Bartosiewicz,
I. Fechner, F. Fijatkowski, E. Gotembska, M. Krzyzanowski, S. Markusik, I. Meiduté,
J. Miklinska, B. Skowron-Grabowska, C. Thieis). On account of the article’s authors
referring to apreviously written article, in which a literature analysis had been
conducted in order to define the concept of a logistics centre, not all of the used
sources have been specified.

2. DEFINING THE CONCEPT OF A LOGISTICS CENTRE

On the ground of the previously conducted literature analysis, the authors
decided to employ the last article’s definition of a logistics centre for the purpose
of further work.

According to this definition (lzdebski et al., 2017, pp. 373-374), a logistics
centre is an important node in the logistics network, and is an autonomous
economic entity with a separated area, in which by the rules of free competition
a few (at least two) autonomous companies rendering logistic services to internal
and external clients function as an open, not limited to a particular entity service.
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Systematic mutual planning and cooperation of the centre’s entities should lead to
synergistic results. For this goal, a logistics centre should be administered by an
autonomous and neutral organisation taking care of the growth and efficient
functioning of the centre as a whole. The basic role of a logistics centre are com-
plex logistics services (including, among others, transport, storing, distribution,
freight forwarding and administering of the information) or coordinating them,
rendering accompanying services such as financial services or administering.
A logistics centre must possess proper infrastructure and suprastructure (including,
among others, roads, open spaces, parking lots, civil engineering works and
buildings) allowing it to provide the required services. Because of the growing
importance of intermodal transport, a logistics centre should have an access to two
or more branches of transport and a transloading terminal for combined transport.
The definition has been developed basing on the criteria which the authors
picked as the crucial for defining a logistics centre as a logistics object (I1zdebski

etal., 2017):

1. alogistics centre is a separated, autonomous economic entity,

2. there should be an organisation taking care of the centre’s administration,
efficient functioning and growth of the centre as a whole,

3. on the premises of a logistics centre operate a few (at least two) autonomous
companies offering logistic services, competing with each other on the basis of
free competition,

4. alogistics centre is an organisation offering its services to external clients as an
open service, not limited to particular entities,

5. alogistics centre is a node of a logistics network and is connected to the coun-
try’s logistics network,

6. its basic commercial activity are complex logistic services (among others trans-
port, storing, distribution, freight forwarding and information administering) or
their coordination, and accompanying service like financial services or admini-
stering,

7. it should possess proper premises, infrastructure and suprastructure for rende-

ring its commercial activity,

a logistics centre should have an access to two branches of transport,

a logistics centre should have a terminal for transloading in the combined

transport.

The comparison between logistics centres and distribution centres has been

conducted basing on the above nine criteria.

© x©

3. DEFINING THE CONCEPT OF ADISTRIBUTION CENTRE

Defining the concept of a distribution centre proved rather difficult in the
literature analysis, due to the scarce number of existing definitions and ones
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treating them as equivalent to logistics centres, further proving the existence of the
problem that is the basis of this article.

As the foremost source of the misunderstanding, the authors would point to the
logistics centres and distribution centres’ mutual deriving from the wares service
centres (Gotembska, 2009), which first appeared in the US and were called “distri-
bution centres.” Those objects were specialised logistics nodes in the supply chains
of particular companies and allowed the wide and complex distribution of products
to the companies’ clients. The logistics centres, being the next step of the logistics
evolution, would start appearing in the 80ties and 90ties along with the globa-
lization process and the following need of complex external logistic services.
According to E. Gotembska, the distribution centres would be logistic objects built
for the internal needs of big international companies (Gotembska, 2009, p. 128).

This thesis is confirmed by the definition of (Sliwczyﬁski & Kolinski, 2014,
p. 144): a distribution centre is an economic entity (or an organisational unit of an
enterprise, or a group of entities) posessing a proper logistic infrastructure in the
supply network, along with work method and information flow, required for
complex realisation of the logistics service: receiving, storing, completion and
sending out the shipments and many additional logistic services essential for the
complete fulfillment of the customers’ needs. In this definition, it should be noted
that a few entities are allowed in the organisation of the centre.

According to the Encyklopedia zarzgdzania, a (regional) distribution centre
(Michatowicz & Pituch, 25.06.2018) “is an autonomous economic entity (or an or-
ganisational unit), in which final products or components are stored by one or a few
producers for the goal of further redistribution to dealers, importers, partner compa-
nies or other subordinate entities. The main and fundamental tasks of a RDC are:
receiving, storing, completion and handling outgoing shipments. These organisatio-
nal units sometimes provide additional services. The authors of the article propose
to interpret the “autonomous economic entity” part of the definition as a result of
the distribution centres and logistics centres both deriving from wares service
centres, as well as the existence of objects more advanced than distribution centres,
but not fulfilling all the requirements of a logistics centre yet.

The authors, following 1. Fechner, propose to name such objects the “warchouse
centres” since (Kisperska-Moron & Krzyzaniak, 2009, p. 288) “a warehouse centre
is a spatial object with its organisation and infrastructure, which allow various
autonomous enterprises to store and move their wares between the sender and the
recipient.” It is explicitly stated that the centre gives service to autonomous clients.
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4. COMPARISON OF LOGISTICS CENTRES AND DISTRIBUTION
CENTRES

As stated before, the authors decided to compare the logistics centres and
distribution centres in the nine criteria which had, in the previous article, been the
basis for developing the logistics centre’s definition.

As for the first criterion (a logistics centre is a separated, autonomous economic
entity), there is a fundamental difference: a distribution centre should be described
as an economic entity or organisational unit dependant on the mother company or
a group of enterprises which it services.

In the case of the second criterion (there should be an organisation taking care
of the centre’s administration, efficient functioning and growth of the centre as
a whole) there may be a resemblance mentioned, although it is not perfect: a distri-
bution centre, in theory, does have an administrational organisation in the entities it
serves.

The third criterion (on the premises of a logistics centre operate a few (at least
two) autonomous companies offering logistic services, competing with each other
on the basis of free competition) is a point where a significant difference appears.
In distribution centres, some exceptions aside, there are no autonomous, competing
entities, but rather a homogenous object giving service to superior, main entities.
This criterion, however, is not always seen as inevitably needed for defining
a logistics centre. In case of some Polish logistics centres, for instance, one entity
often administers the whole object.

The most prominent difference between a logistics centre and a distribution
centre, in the authors’ opinion, is in the fourth of the criteria (a logistics centre is an
organisation offering its services to external clients as an open service, not limited to
particular entities). A distribution centre does not provide service open to the market,
but only to particular entities. This criterion is often underlined as inevitable for an
object to be considered a logistics centre. I. Meiduté’s article (2005) underlines two
reoccurring in many authors’ definitions elements: firstly, the logistics centre being
an object offering its services as an open service, and secondly, it being a generator
of new business processes. Also the Europlatforms organisation, whose definition of
a logistics centre is by many scientists’ opinions the best currently existing,
emphasises the importance of the openness of service and free competition as the
criteria defining the logistics centre. For this reason, the fourth criterion should be
acknowledged as the main difference between logistics centres and distribution
centres.

The fifth of the criteria (a logistics centre is a node of a logistics network and is
connected to the country’s logistics network) could be mooted: a distribution centre
definitely is a node of a logistics network, but it is not a node widely accessible for
all entities, therefore being rather a node of its superior entities’ logistic network,
not the country’s.
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The sixth criterion (its basic commercial activity are complex logistic services
(among others transport, storing, distribution, freight forwarding and information
administering) or their coordination, and accompanying service like financial
services or administering) should be noted to also apply to the distribution centre,
proven by the definitions cited before. It should also be noted, however, that the
level of logistic services’ complexity would probably be lower than in a full-
fledged centre: it would be adapted to the distribution centre’s mother entity’s
needs.

As for the seventh (a logistics centre should possess proper premises,
infrastructure and suprastructure for rendering its commercial activity), eighth
(a logistics centre should have an access to two branches of transport) and ninth
criterion (a logistics centre should have a terminal for transloading in the combined
transport), both similarities and differences may be named. A distribution centre
definitely needs to possess proper assets to realize the required services, but their
scope may be considerably smaller than those of a logistics centre, leading to lesser
requirements in its infrastructure and suprastructure. No intermodal terminal may
be needed, for instance, or access to two branches of transport.

In sum, logistics centres and distribution centres may be physically resemblant
to each other, especially big distribution centres to smaller logistics centres. Both
are objects destined for complex logistic service, which forces the usage of similar
technical solutions and posession of proper for logistic service infrastructure and
suprastructure. The differences between the two are situated mostly in the
organisational matters: while logistics centres are autonomous economic entities
offering their services in open service, the distribution centres are internal objects
of a superior entity or a group of entities’ distribution system. It is worth noting,
that similar idea of differentiating between them can be found in article by Rimiene
& Grundey (2007) about types of logistics nodes.

5. CONCLUSION

In the literature analysis conducted for this article, the main similarities and
differences between a logistics centre and a distribution centre have been defined.
In the authors’ opinion, as the fundamental difference, the method of service
should be stated: while logistics centres offer their services as an open service,
working with external enterprises interested in the cooperation, the distribution
centres are objects specialised in servicing a particular, superior to them economic
entities (usually global corporations or groups of enterprises). The main similarity
of the two centres is their basic function: both logistics centres and distribution
centres specialize in complex logistic service, which requires them to have similar
infrastructure and suprastructure. It should, however, be noted that the
requirements in this field are lesser for distribution centres. Many authors state that
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a logistics centre must have an access to at least two branches of transport and an
intermodal terminal: conditions, which are never required for a distribution centre
for to be noted as such. All this considered, an additional name could solve this
problem: a warehouse centre. It would describe objects that do not possess all the
traits of a logistics centre, but offering their services as an open service, not limited
like the distribution centres.
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