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How a Bottle of Coca-Cola (coke) Moves to an End Consumer?

—HRAT R R A s B T R A7

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), or

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 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 observe the typical supply
chain model (See Figure 1-1).

manufacturer

[ meenjuteektforo]
n. HER; [&]
I

ex-factory price

I

prohibitive
[preu'hibitiv]

adi (A g
EhoNe:vl

retail ['ricteil]

n. &

in exchange for
A

exemption
[ig'zempfan]

n. Rk, #Hf,
bl

time-consuming

FERTHY

WMRE AL
OR[ 5k, fhn]EEik$E:

ABE®EST KUHT
Hr(dm 1.50 TTHR)AE, HE
XAHFSME LSRG 5 T
HEE), Bt 6.50 T, &
2 55 I et 6] B A (B B
EaRAR), BE

BEHEMTUZEEMM
F(n 2.50 JCAHE), B IE) Al A
K.

A GEFERR A HIEKIE
O, BN R EHM T
BYTAN TAATE

R B BRRE LR
e, EBETEEMNT 2.6
&), BRXRMBHELTE
MRB£.

B #EHEMAFHEF
B RRIERE, iRy
T, BB EHFER,
G EE RS RA R R R,
AT A ER G AL H
RRE FREL SR BIFERT HieRE

—RROR UL, T ST AR
FE B A L R G 4 Y
FEEAE 1-1).
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Wi
Manufacturer Distributor Wholesaler
[ 3 - [ [=5: ] > i ] m
End consumer Retailer (Supermarket)
HIRHRE TEH ) ~
Figure 1-1  Atypical Supply Chain
1-1 BB EE
The Coca-Cola soft drink product AJ O AT SR KR it
moves by the typical supply chain. The I 5 i A Ak R AR 11 7 5K
retail price is higher because value is added HER, HEEMER,
to the product as it passes through each A& BRI 8 2 5= 5 42 0 it Y
node in the supply chain (See Figure 1-2). ) A AN 9 RS T (B
(W 1-2).
1.5 16 L7
Manufacturer Distributor Wholesaler
I BUEH &

~
{t
End consumer Retafler M
(Supermarket) N
RERRE *8A @) i
7
2.3 4
W
l’]ll'l
i
A
Figure 1-2 A Presumptive Value-added Model #
B 1-2 HEMEEHRR ,g
2
Learning Objectives [ %3] BH#x1 bl

® To learn the definition of logistics.
® To learn the 7R theory of logistics.
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@ To learn the activities in logistics system.

Key Terms [Xx#ia])

logistics Yyt

demand forecasting 7 KR

material handling Yz

production planning AP RLEI

packaging G
Part 1

1. The Introduction of Logistics

“Logistics”is a term, which originates
from both the army and the French.
According to the French, the Baron of
Jomini, who was of Swiss origin and had
served in Napoleon’s army before joining
the Russians and who later founded the
Military Academy of St. Petersburg, first
used the term in the early 19th century. So
in a military sense, the term “logistics”
encompasses transport organization, army
replenishments and material maintenance.

In the business world however, the
concept of “logistics” was applied solely to
“Material Replenishment Programs” (MRP)
and was confined to the manufacturing
sector at the beginning. Therefore the
extension of the concept to involve
company operations is a relatively new one
and the earliest usage dates back to the
1950s in the U.S.

CSCMP has given an authoritative

transportation
warehousing

information processing
inventory management

customer service

Definition of Logistics #i7t B E X

logistics
[lau'dzistiks]
n [F] B8

¥

encompass
[in'kampas]
vI. @1/3\; A,
e Sk

replenishment
fri'plenifmant]

n. #7E, ey

iEk
ik
(EfsY 552
JEfFE
=PRSS

1. %

“OR” R —
FHEIETEI, XX
WRITH BARFINA, #
K RO X, %
BT 19 tHHEHTERIE )
BRAERA. MR
BERENER, R
¥ A A RO 7R B
SEPRE, HE—FAr
“EEMBETER . B
FRRNTE, PR
RIS REE . EAIE
HTEHRS.

IRTTAE R 95 51, “ Wi
B RESUUE T “ Ykt
sk i, 3¢ ELBR) UL T
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definition which is widely accepted by the 2% [H AL 8 2 E
logistics professionals. “Logistics is that el T — MBI E
part of the supply chain process that plans, X, iz X A+
implements and controls the efficient, TR O RN B
effective flow and storage of goods, service M—&B7r, BEX=Mm. R
and related information from the point of consumption FUAR S A5 RO T 7= o 3] 7
origin to the point of consumption to meet [kan'sampfon] BB m R SN H
customers’ requirements.” n. W HFE WS RAFEATHRI, SOt

HfEHl, e E %

Ko7
i 1-1 ESLNE NN IR H L 1) (R CSCMP)

‘ Council of Supply Chain
CSCM Management Professionals

The World's Leading Source for the Supply Chain Profession.”

1963 # A LA R L LR B EHEETHFE L 4L — Council of Supply Chain
Management Professionals——3%& L & #& CSCMP, &% # A% B4 (844 CLM), 2%t
R4 E AR RA Yo N AMAS L (94T k484, CSCMP RAE L R e9BRMA SRR+
e, —ABATHHIHALGER, HHAMEARBERFTIAFEL, HFRZX—8 |
5, MANARITRATRETHELESRE . RERIEESDH, RERLARNLE, L

TRk, Mm i ok T ek, ]
CSCMP 4% 3| £ 204 F ZANF 473K %
——i@ AT I A 6 K AATE, RS, REFEBMAEEKE, A
RS IR R WA A TR R RS o
—HRANRREE, BANFERTBHANALEDHNEEZELURT ALK

SE 5 6 AP AL | ﬁ
FEBE4EE RS L2 R SRHEYA LG MR, AF 15000 2 %k f# R L0 %

SR, BEAAL 6000 54 Ats, IAELAY, KA CSCMP 4R, AEud ﬁ

XL RALETLARALSR G XL,

http://www.cscmpchina.org/
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2. Other Definitions of Logistics

There are various definitions of different

editions. The term is defined as follows:

e Logistics (business definition): Logistics

is defined as a businessplanning {E B S( & %‘iﬂ %
Wi RS R R
framework for the management of framework R 4 37 B RS b o
material, service, information and [freimwek] BB | e A
capital flows. It includes the increasingly n HEZE, 38, A 75 b BF 55 2 58
complex information, communication Z5#j, #J%2 MIH S E I A
and control systems required in WSS AL,
today’s business environment. —— W EE S
—(Logistics Partners , Helsinki, FI, N, BRI AR AR S
1996) 3, %%, 199)
Logistics (military definition): The o YWWMEHEEN): ¥
science of planning and carrying out WRETHR. $14T7ZEBA
the movement and maintenance of WliEzh 54N
forces...those aspects of military military mE— IR WG
operations that deal with the design ['milit:a_rf] - SEREINES
and development, acquisition, storage, adj. 3%@[34];‘$ AR ERY%
movement, distribution, maintenance, %Bﬁ: B gt FFR . R,
evacuation and disposition of material; it iz, S,
movement, evacuation, and hospita-  acquisition TRIR. BEUR AL
lization of personnel; acquisition of [@kwi'zifen] B FHEALME
construction, maintenance, operation - REM, . BIENERST: %
and disposition of facilities; and *e HEe E‘Jgjﬁ TR
acquisition of furnishing of services. evacuation iy b{%%\ BELE
—(ICS Pub 1-02 excerpt.) [iveekiu'aifon] ;‘?é;zfé;%igﬂﬁ%m
~—(American Heritage Dictionary) n. BEG BS. ) -
Logistics: The process of planning, it 0(—1(02;:?;)&%%
implementing, and controlling the (RS

efficient, effective flow and storage

of goods, services, and related

YR YRR xR
0 Bk 55 RARRAE B



information from point of origin to
point of consumption for the purpose
of
requirements. Note that this defini

conforming to
-tion includes inbound, outbound,
internal, and external movements,
of
environmental purposes.

and return materials for

—(Reference: Council of Logistics

customer conform to

56 HYE
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MR U 3 BV 7% M
ECEyENE R §= 1)
U 3h R 4 A7 BEAT TF
X\ AT RS, B
i AL 51 2 K
B, AdESER
AL s W ERFISE
I B0 A LAR P
E2: W REN: N kY N

Wi

Management) CIll @
Logistics: The process of planning, —(&%: KEY
implementing, and controlling the MEHEME)
efficient, cost effective flow and PR YA R Xt R
storage of raw materials, in-process inventory SN T N
inventory, finished goods and related [inventeri, -te:ri] DAY EEEI RSN
information from point of origin to #- 17 5%, 75 S YR Hb B 7 B
point of consumption for the purpose A ﬁ H H BRHER. BRI
of meeting customer requirements. - T M BB AT TR
—(Reference: Canadian Association PATRIEE S, A2
of Logistics Management) o EE K B AR
—(Z%:. MEK
ViR EH %) b
L2
Part2 7R Theory of Logistics #Iiit “7R” i f—'?'
Logistics is sometimes described as YA B LA H IR N L
achieving the “seven rights”: KE “7ANEL”: 'Ilﬁ
getting the right thing; SRIFIE G Pl X
in the right quantity; L& 3 ﬁ
in the right quality; A 4 () S B 4
to the right place; FIAE AT 7
at the right time; condition FE3E 2 B ) 5 Fi!
in the right condition; [ken'difen] PAiE 2 PR L
at the right price. n. &M 0L LUE 4445 -
W5 &4
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In practice, logistics refers to the
of the various

the of
production to the customer. Getting the right

systematic management

activities required from point
amount of goods to the right place at the
right time is critical, especially in an age
when budgets are tight and customer
demand is unpredictable.

In order to succeed in today’s global
marketplace, companies must be ever
cognizant of these trends and develop a
that

capitalizes on the best-of-breed technology

logistics =~ management  strategy
solution available today, so that they can’
meet the demands of their customers today

and be well prepared for the future.

refer to

51H

budget
['badzit]
n. FHE

cognizant
['kognizant]
adj. HIEW];
SINEIH

Ehr L, B RIEAE
oM R B P A
HRGEEHE. THEER
EMERKMESTHFRE
VETRE , 7E TR 8 3t A
B IERBENEY
BREN K.

AT mEBER, AF
W 25T A M ANGE T 3 R R
J7 [ 3 1l % A DY ) P i AR
W, ZFROMALERTAK,
IXFEA HE B AT i 2 2
SRR AR R R AR
TR,

Part 3 Main Activities of Logistics System ik RZRIEEFE T

To make a logistics system function, a
variety of activities such as procurement,
warehousing,

packaging,  transportation,

inventory control, information processing,
customer service must execute together. This
is no small task, especially in an environment
that is becoming increasingly demanding.
Let’s briefly introduce some of these main
activities of logistics system.

®  Procurement

Procurement refers to purchasing raw
materials, component parts, and supplies from
outside company to support the organizations

operations. Since these inputs can have direct

component
[kem'paunant]

n. B4y HAE

— MR ARA BB
X, [EEMYRIESHIILR
Y, XREEHEERM. &
¥*. izh. BfE. FEEHTHL
FRALH. BFRES. EH
S S AR R R H 1
BT, ESERIXEAEF H A
a8, LA BYRMEL T

— % F BHES) .
e XM

KI5 M2 &AM BRI
KEMEL TEHAEFUE
AEFBIE. FAXLEBA
F 0 di 6F 2 B) B 1 AR R 4



impact on both the cost and quality of the final
product/service offered to the customer, this
activity is important to the overall success of
the logistics effort.

® Packaging

Packaging can have both marketing
(consumer  packaging) and logistical
(industrial packaging) dimensions. Industrial
packaging focuses on protecting the product
while it is being shipped and stored. Too
much packaging increases costs while

inadequate protection can result in

merchandise damage and, ultimately,
customer dissatisfaction.

®  Warehousing

Warchousing refers- to places where
inventory can be stored for a particular period
of time. In the past decades, important

changes have occurred with respect to the

role of warehousing in contemporary logistics
system.
® Inventory management

Inventory refers to stocks of good that are
maintained for a variety of purposes, such as
for resale to others, as well as to support
manufacturing or assembling processes. To
achieve good inventory management,
logistician need to balance the cost of
maintaining additional products on hand
against the risk of not having those items
when the customer wants them.

®  Transportation
Transportation refers to the physical

movement of goods from one point to another

dimension
[di'menf(a)n]
R NG

inadequate
[in'sedikwit]
adi. N % 4
B, NESHH

ultimately
['altimatii]

adv. BJ5; R
A, BEA L

with respect to

xT: BT

resale

['ri:seil, ri's-]

n. %%3 g%:
L
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SWmA, HEBRDNE
KR SSERYHINR, &
BAFR P AN

o Off

BRI R — B A N
Rkt sy . il
EH+ES, AHEAERRY
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| point. It involves selection of the transport oute A B PR ES), 1B
mode, routing of the shipment, compliance ['ru:t‘] AN BE o B A b Py i s Rk
with regulation in the region of the country, n. [i] B EIE A1) 40%~60%.
i . T B T AR e e
and selection of carriers. Transportation is HERR o FREH
often the most costly logistics activity, and can HFEERYRARLEEN M
range from 40% ~ 60% of a firm’s total compliance BB —RE. FEEAMN
[kem'plaions] % B {5 v+ B HLAVEK {4 B4 4%
® Information management n. ‘JL@M’ R TR, B — e AL Al
Information is what links all areas of the 2R AT LA B 25 B R LR
TH. B, SIERAR
MNP B REMMA
RIBEN R . B2 LA KA R4k
HFRIRGEERK. XXt
IMERRHAEH T TR, &
REITE], ®e&mTENMYR

logistics cost.

logistics  system  together. Since the
development of IT technology resulted in

price reduction of computers and software,

founding an information system become affordable
affordable even to small organizations. [e'fo:dabl]
Indeed, firms are linking their internal g4 f73H/8

logistics information systems with those of FTH] WMARR AT SEE .

their suppliers, customers and other partners. o EFRS

Such an open exchange of information can FEMYR AL BREH

result in faster order placement, quicker MEBRAITHEBRENE

delivery, and greater accountability throughout B, BEFREEREBETE:

the logistics process. PR AR B 48 5 T 5
®  Customer service EAFKMA TR REE

The ultimate purpose of any logistics
system is to satisfy customers. Customer
service policy might include the following:

PfR: T AR A 5
S, T O WA A AT B AL
HIE RS EHRAER

An understanding of the different market PR S5 A 5 K P 2 a4
segments that exist; an awareness of the Bt #ETRERNRS:
customer’s needs or perceived needs within BARZ /S UHAEBEMIEHR
this segmentation; the determination of clearly VRO BT IR AL IR 5 o
defined and quantifiable standards of customer fELL BiES P, H T
service in relation to the different market b rh 3 i E IR ST A A £, (tn
segments; an understanding of the trade-off R AEFEFR 5B ALFR),
between the costs and levels of customer ma—SlS5YREEEER

service; measurement of the service provided;

RIRRGEH. . EfF



and liaison with customers to ensure an
understanding and appreciation of the service
provided.

Some of these activities traditionally
have a well-defined stand-alone role within a
company (procurement, production planning,
information processing), while others generally
have been more closely associated with
logistics (transportation, warehousing, inventory

management, packaging). What ties all these tie [tai]
functions together is their ability to impact ™ 4
customer satisfaction, and this can be achieved v. s BRES
through good customer service.

We should keep in mind that one logistics fjt [fit]
system does not fit all companies. The number ; #& fiz s,
of activities in a logistics system can vary E&. &5
from company to company.

To understand these activities better, we
will analyze them in closer detail in the
following chapters of this book.

Summary AKE /NG

traditionally
[tre'difenali]
adv. 154 I;
B e Lt
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EH, 3. SHRXEE
B FTCAREBEEE AL —idE, 2
BRI B AT #0755 P i R
PR, R EEE R
AR 553X — G h 1§ LASE I

Al — B R G fE
M TFRraERAEN, XREEAN
DAABEFERR. ENAFZ
6] F i ZR G AL 1 RS B
ATRERRANEIAT .

AT B PRI L)
Higsh, A lAAELUSRIEY

HPXTENTREATE AR AT

Wik

In this initial part, a number of logistics definitions have been introduced. The important

elements of logistics have been described, and these will be expanded in the subsequent chapters

of the book.



