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Logistics and supply chain concepts
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Unit T What is logistics?

How a bottle of Coca Cola coke moves to an end consumer?
—MIRBUNOHARLHEESE FPR?
If a consumer wants to have a bottle of Coca Cola coke, he can choose to:
A go straight to the manufacturer, buy it at ex-factory price (e. g. , 1. 50 Yuan/
bottle) but pay extra costs for bus fare (e. g. , 5 Yuan or more), totaling 6. 50
Yuan plus time cost (hours of bus travel)

B: go to a supermarket and buy it at retail price (e. g. , 2. 50 Yuan) with minimal

time cost

Choice A is rarely the case because the total logistics cost of direct purchase from
the manufacturer is prohibitive for any individual (2. 6 times as much as the retail price
in the above case), though its purchase price is much lower than the retail price.

Choice B is the most popular for individual consumers, in which the customer pays a
higher retail price in exchange for ease of shopping
and exemption of the time-consuming travel to the
manufacturer, in addition to a lower total cost.

Generally speaking, movements of goods/
product ( Figure 1.1) observe the typical
supply chain model (Figure 1. 2).

The Coca Cola soft drink product moves
by the typical supply chain. The retail price is
higher because value is added to the product as
it passes through each node in the supply chain
(Figure 1. 3).

Figure 1.1 Logistics drives the world round
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Manufacturer }——‘ Distributor }—»F Wholesaler

Retailer
(Supermarket)

End consumer

Figure 1.2 A typical supply chain

& & &

Manufacturer H Distributor H Wholesaler

Retailer
(Supermarket)

‘Yms

Figure 1.3 A presumptive value-added model

End consumer

What is logistics?
HARYR?

Logistics, in a narrow sense, is the flow
and storage of goods (Figure 1.4).

However, the Council of Logistics Management
of USA has given an authoritative definition
which is widely accepted by the logistics
professionals.

“Logistics is that part of the supply chain

process that plans, implements and controls the i W
efficient, effective flow and storage of goods, Figure 1.4  Flow and storage of goods
service and related information from the point of

origin to the point of consumption to meet customers’ requirements. ”

What are the scopes of logistics activities?
VIR STIEBE R A?

Logistics activities are extensive and consist of various components (Figure 1. 5).
Theses include but are not limited to:

* Sourcing

» Purchasing

¢ Transport

¢ Inventory Management

¢ Warehousing

¢ Financing Support
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Customer Support

Figure 1.5 The scopes of logistics activities

All facets of logistics
YR EEW

From a wider perspective, we can conclude that logistics is or is about:

The flow and storage of goods, people, finance, services and related information
Physical distribution or distribution of physical goods

An integral part of the supply chain

Integration and optimization of resources (Figure 1. 6)

A value-added process

Efficiency increase and cost reduction

Innovation

Figure 1.6 Logistics is about the optimization of resources

It is worth noting that there is a wide-spread misleading concept about logistics,

especially among amateurs, that logistics is transport. True, transport is the core

component of logistics and without it nothing can move. Nevertheless logistics means

far more than transport alone can convey (Figure 1. 7).
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~~ [ - | System design —|
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* I Transportation l
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* Administrative
3 SERVICE & services
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Figure 1.7 A logistics function chart

Vocabulary

manufacturer [ ,meenju'feektfore| n. £77/&F.[ &K
ex-factory price B[ T

extra ['ekstra] a. ZAFMEY

minimal ['minimal] a. &/J\69

direct purchase HEXW,BMW

prohibitive [ prau’hibitiv] a. INHIMEY, BHREY, T ADEEY
retail ['rizteil] n. TE

retailer ['ritteila] n. ZER

ease [i:z] n. B\, R&E

exemption [ig'zemp[an] n. &
time-consuming [ 'taimken'sju:min] 6789
movement ['mu:vmeant] n. 1)), R

observe [ab'za:v] vt. N, ESF

node [naud] 7. T

supply chain 5%

distributor [di'stribjute] ». fig X7

wholesaler ['haulseile] n. #{ K&

storage [ 'stoiridz] n. {873, E 13

authoritative [ 2:'Boritativ] a. X EiBY
professional [pra‘fefanl] a. BRMIBY;n. WA T BRI AZR
implement ['implimant] wvt. SCHB

point of origin R
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point of consumption 4% it

extensive [ iks'tensiv] a. [ 328
component [ kem'paunant] n. A, B34
sourcing [ sa:sin ] n. KN\, BINER
inventory ['inventri] n. 35, ERNE
warehousing [ 'weshauzin ] n. Tf#
financing [fai'neensin] ». @K, I2HAS
perspective [ pa'spektiv] n. {18, W
physical goods SE/AY)EA , L)

integration [inti'greifon] n. &, — A1k
optimization | ,optimai'zeifan] n. {il{¢
cost reduction {2 FRIEE

innovation [inau'veifan] n. B 77, B#T
amateur [ 'zemata] a. WFEH;»n WBBES

Mo R R AT

%;‘fﬁ
Notes:
1. ...go straight to the manufacturer, buy it at ex-factory price (e. g., 1. 50 Yuan/

bottle) but pay extra costs for bus fare (e. g. » 5 Yuan or more) , totaling 6. 50 Yuan
plus time cost (hours of bus travel). HEFI[ REAH N 1. 50 7t AR WXL, BE
SRAIYERIMNA TR ZESR (W 5 THER) . DIt 6. 50 TT. AZ SN BENA GRALE LT
UMD .

9P totaling 5|F—1 V-ing 5818, W E QT 7 1R0E.

2. ...go to a supermarket and buy it at retail price (e. g. , 2. 50 Yuan) with minimal time
cost. AR BENAEEZBHUSENWBIL (Y] 2. 50 7T AR .

3. Choice A is rarely the case because the total logistics cost of direct purchase from the
manufacturer is prohibitive for any individual (2. 6 times as much as the retail price in
the above case), though its purchase price is much lower than the retail price. A 5
BEENODENNER . RAN XEEBINSIRRANFTAMSERNEREDN
(ELEROBRP, XETSEND 2.6 ) . BREXBNBLBENEED.

4, Choice B is the most popular for individual consumers, in which the customer pays a
higher retail price in exchange for ease of shopping and exemption of the time-
consuming travel to the manufacturer, in addition to a lower total cost. BiREZT
KRBFPRESMBAE, AP H R T . BLRZURSNSEN . AZBREHNDHNES
@6y, AT CUHR BRIV R IAFH RBREIT REVRBFEkIZ .

9% in which 2“MA+XRD"E0, 51— TEREREMEBEMND,. N EQHT
A FEREE .

5. The Coca Cola soft drink product moves by the typical supply chain. O] (O] FRERIRE}

M 2 KR AR HN XL,
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6. The retail price is higher because value is added to the product as it passes through
each node in the supply chain. REEMES,RREZETRELIHNENTTTR
BYI8I0 S INE..

7. However, the Council of Logistics Management of USA has given an authoritative
definition which is widely accepted by the logistics professionals. R, EERSIE
MEEET —TNBHEN . ZENBHDREWA LR ZEZ,

P which SIS—TREMEEBEMY , BH313 definition,

8. Logistics is that part of the supply chain process that plans, implements and controls
the efficient, effective flow and storage of goods, service and related information
from the point of origin to the point of consumption to meet customers’
requirements. ¥)RZBHNEN—HD . ENT6 . RBNEXERMRT ) H
HNEBERNSRNNRE) REFHETMHR KR ZES, LUREZ B K.

P that SIS—TREMEBMG BIHIEAH supply chain process,
9. the flow and storage of goods, people, finance, services and related information: &
B AR . RE RBNEXERNRDSFE
10. physical distribution or distribution of physical goods: SCARRC 323X SLARY) A BYEC 1%
11. an integral part of the supply chain; A 8EBYEIAEL
12. integration and optimization of resources: RIENBESSINIL
13. a value-added process: — T IZ{EITIE
14. efficiency increase and cost reduction: I22WESE{ENA
15. It is worth noting that there is a wide-spread misleading concept about logistics,
especially among amateurs, that logistics is transport. {HE8FTENZE, A1, TEHR
FELEWAL . WPRE—P Z0RBSUER= BAANYARMBICH .

16. Nevertheless logistics means far more than transport alone can convey. BBl , %)
MDA BN TEATERERANENERTED.

Exercises

1. Answer the following questions in English:

(1) What is the definition of logistics?

(2) Will an individual consumer choose to go straight to a manufacturer and buy the

items by himself? Why not?

(3) Why do most individual consumers go to a retail outlet instead of going to the

manufacturer if they want to buy something?

(4) Why is the retail price higher than the ex-factory price?

(5) What are the scopes of logistics activities?

2.

Put the following words or phrases into Chinese:

(1) manufacturer (3) retail price

(2) ex-factory price (4) direct purchase



