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Parrt 1 Basic Knowledge

Unit 1

Passage A Basic Concept

Supply chain management is not a brand new concept, and it represents the third phase of an
evolution that started in the 1960s with the development of the physical distribution concept that
focused on the outbound side of a firm’ s logistics system.''! A number of studies during the 1950s
and 1960s indicated the potential of the systems concept. The focus of physical distribution was on
total systems cost and analyzing tradeoff scenarios to arrive at the best or lowest system cost. Dur-
ing the 1980s, the logistics or integrated logistics management concept developed in a growing
number of organizations. Logistics, in its simplest form, added inbound logistics to the outbound
logistics of physical distribution.

Supply chain management came into vogue during the 1990s and continues to be a focal point
for making organizations more competitive in the global marketplace. Supply chain management
can be viewed as a pipeline or conduit for the efficient and effective flow of products/materials,
services, information, and financials from the supplier’ s suppliers through the various intermedi-
ate organizations/companies out to the customer’ s customers or the system of connected networks
between the original vendors and the ultimate final consumer.'*’ The extended enterprise perspec-
tive of supply chain management represents a logical extension of the logistics concept providing an
opportunity to view the total system of interrelated companies for increased efficiency and effective-
ness. *’

The definition of supply chain management is broad and comprehensive; therefore , demand
and value are very relevant as well as synchronization of flows through the pipeline or supply
chain."*' Thus, it could be argued that supply chain, demand chain, value network , value chains,
etc., can be used as synonyms. Also, there appears to be a more widespread use and acceptance
of the term supply chain management.

Figure 1-1 presents a simplified, linear example of a hypothetical supply chain. Real-world
supply chains are usually more complex than this example because they may be nonlinear and/or
have more supply chain participants. Also, this supply chain does not adequately portray the im-
portance of transportation in the supply chain.

The three flows enumerated at the bottom of the illustration are very important to the success
of supply chain management. The top flow—products and related services—has traditionally been

an important focus of logisticians and is still an important element in supply chain management.

3
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Customers expect their orders to be delivered in a timely, reliable, and damage-free manner, and
transportation is eritical to this outcome. Figure 1-1 also indicates that product flow is a two-way
flow in today’s environment because of the growing importance of reverse logistics systems for re-
turning products that are unacceptable to the buyer, because they are damaged, obsolete, or worn

5]
out.

Wholesalers Manufacturers Wholesalers

Product/Services

Information

Finances

Figure 1-1  Integrated supply chain system

The second flow is the information flow, which has become an extremely important factor for
success in supply chain management. Inventory can be eliminated from the supply chain by timely,
accurate information about demand. If point-of-sale (POS) data were available from the retail level
on a real-time basis, it would help to mitigate the bullwhip effect associated with supply chain in-
ventories and could significantly reduce cost. Note that the illustration also indicates a two-way
flow for information.

The third and final flow is financials or, more specifically, cash. Traditionally, financial flow
has been viewed as one-directional—backward—in the supply chain. A major impact of supply
chain compression and faster order cycle times has been faster cash flow. The faster cash-to-cash
cycle or order-to-cash cycle has been a bonanza for companies because of the impact on working
capital. Cash flow measures have become an important metric of the financial markets to gauge the
viability or vulnerability of companies.

Supply chain management provides organizations with an opportunity to reduce cost (improve
efficiency) and improve customer service (effectiveness). However, certain issues or challenges

must be addressed before supply chain management will be successful.

New Words and Expressions

1. chain [ tfein ] n. B A AP
2. outbound [ 'autbaund | adj. AN, FEEAMNEE, B8
3. indicate [ 'indikeit | it 2B F8 R, BAE
4. tradeoff [ 'treid;5:f] n. 3ZH , (A 385 b AU, D
5. scenario | si'na;:riou | n. Jy I, A AR
6. integrate [ 'intigreit | ot. 5Kl —1A 1k

ui. 554



7. integrated logistics

8. logistics management

9. inbound [ 'inbaund |

10.

k1.
12.
13
14.
15.
16.

17.
18.

19.
20.
21.
22.
23.
24.
25.
26.

217.
28.
29.

30.
31
32.
33.

vogue | voug |

marketplace[ 'mazkitplers |
efficient [ i'fifant |

. effective [ i'fektiv ]

material [ ma'tiarial |
supplier [sa'plaio( r) ]
perspective [ pa'spektiv |

synchronization | sipkronai'zeifon ]

pipeline [ 'paiplain ]

synonym | 'sinonim |
hypothetical [ 'haipau'@etikal ]
reliable [ ri'laiabl |

obsolete | ;a:bsa'li:t]
inventory [ 'invanto;ri ]

POS ( point-of-sale)

bullwhip effect

reverse | 1i'va:s |

reverse logistics
financial [ far'nenfl |
backward [ 'baekwad ]

bonanza| bou'nanza |

. viability[ vaia'bilati |

vulnerability [ valnara'bilati |
vendor| 'vends |
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Y

adj. NXE, 18 B , NERAEY , AT B, SR Tk
I

n. B AT IR

adj. B/, AT

n. %, g, ik

adj. ( HA%) A R0, AR BE T/

adj. 7750, B SCHE )

n. BOBL PUEL, JEORE, Zb A ) E Y ik

n. BERE R (LN E (N e E  FhREH

n. WA, 5 B

adj. ERLHY

n. [A)25 , [l —Hg 20, fi s (] & A — 2, [Rl

n. EIE R E , EE R iER

v. GEEIE ) B850 AG08, - LR E

n. ] 3id]

adj. fRAE, B B0E W A RTEE R, S AR

adj. TEERY, AT (0

adj. i), XY, R FEH

n. EFE IR

A BEY

n. 50, AR R R IW

vt (fif1) B 5 () S ) 5 R , 284tk 5 [ 2% 1R , 41 0

vi. BR[| Hr R iy

adj. FCIHTAY  SRBIRY , B 1Y

i [ ) i

adj. 4R B, W %1

adj. [a] J5i 1, Bl (), A e IR 9% 1Y)

ady. [ 5, AH Kb

n. (A W, B B0 308 & 0k

n. L AF(FAG ) BB K ERES AT

n. Syt , 55 5

no A N BER R L [ S ] A S e

Notes

[ 1] Supply chain management is not a brand new concept, and it represents the third phase of an
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evolution that started in the 1960s with the development of the physical distribution concept
that focused on the outbound side of a firm’ s logistics system.

PR B AR — D RS, EAERER T 20 {4 60 A L Tk R RS
HIER ) S LR HE & Y R FEEAL S8 = A B Be .

Supply chain management can be viewed as a pipeline or conduit for the efficient and effective
flow of products/materials, services, information, and financials from the supplier’ s suppli-
ers through the various intermediate organizations/companies out to the customer’ s customers
or the system of connected networks between the original vendors and the ultimate final con-
sumer.

BN HEE B AT LA M — A 1 SO E , 1298 18 sl08 8 R 7 i e IR 55 I (R R
DRI <5 L o 280 T A 280 A A 57 e ) 436 1O 7 &b 3l i 4% o () L ML/ 2 Rl A G B 2%
P g P T, SRR R R BN R S AR E P Z A AR R G

The extended enterprise perspective of supply chain management represents a logical exten-
sion of the logistics concept providing an opportunity to view the total system of interrelated
companies for increased efficiency and effectiveness.

A o7 B A T AT AEE A A (D AR AR AR B B — R R i, ) A R
MR A HHOCA R4 RN R T

The definition of supply chain management is broad and comprehensive; therefore, demand
and value are very relevant as well as synchronization of flows through the pipeline or supply
chain.

L o7 S R S SR 2 T 4T 6 5 PRI, e SR AU {EL LA B (36 o7 5% v 2% b O 19 [) 20 A 2
AR

Figure 1-1 also indicates that product flow is a two-way flow in today’ s environment because
of the growing importance of reverse logistics systems for returning products that are unaccept-
able to the buyer, because they are damaged, obsolete, or worn out.

P 1-1 WRIIE S S IR, b T 3838 B 7 i A | 2o 390 sl o0 A 4 32 132 48 7™ i 7
TE R [ i H 3 A S, ™ wh R — R OBLE] A

Passage B Major Supply Chain Issues

The challenge to develop and sustain an efficient and effective supply chain(s) requires or-

ganizations to address a number of issues.

The network facilities ( plants, distribution centers, terminals, etc. ) and the supporting

transportation services have long been considered important. Companies and other organizations

need a network system that is capable and flexible to respond and change with the dynamics of the

marketplace whether in the short run or the long run.

(1]

Globalization and consolidation in supply chains have caused an increased complexity for or-

ganizations in terms of customer/supplier locations, transportation requirements, trade regulations ,

6 .
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Part 1 Basic Knowledge

taxes, etc. . Companies need to take steps to simplify, as much as possible, the various aspects of
their supply chains.

Two interesting characteristics of supply chains are that inventory is often duplicated along the
chain and the bullwhip effect arises. Consequently, supply chain management provides an oppor-
tunity to reduce inventory levels. Coordination or integration can help reduce inventory levels on
horizontal (one firm) and/or vertical ( multiple firms) levels in the supply chain. Strategies such
as compression and postponement can also have a positive impact. Inventory deployment is a very
important issue for supply chains because of the associated cost and related opportunities for in-
creased efficiency.

The technology and communication systems today lead to the collection and storage of vast a-
mounts of data, but interestingly enough, organizations may not be taking advantage of the abun-
dant data to develop information systems to improve decision making. ! The accumulation and
storage of data unless they are shared horizontally and vertically in the supply chain and used to
make better decisions about inventory, customer service, transportation, etc. , are almost useless.
Information can be a powerful tool if it is timely, accurate, managed, and shared. It can be a sub-
stitute for inventory because it can reduce uncertainty. The latter is one of the major causes of
higher inventory levels because it leads to the accumulation of safety stock.

Frequent reference has been made in this section to efficiency (cost) and effectiveness ( val-
ue). A challenge for supply chains is the prevention of suboptimization. In today’s environment,
global supply chains compete against global supply chains, which means that the cost and value at
the very end of the supply chain are what is important.

Supply chain management emphasizes a horizontal process orientation that necessitates collab-
oration with external vendors, customers, transportation companies, third-party logistics (3PLs) ,
and others in the supply chain. ' In other words, internal collaboration or cooperation with mar-
keting, sales, operations/manufacturing, and accounting/finance are very important as well as
collaboration or cooperation with external organizations. Communication is critical to explain the
opportunities for system tradeoffs that will make the supply chain more competitive.

Most organizations have measures of performance or metrics in place to analyze and evaluate
their efficiency and progress over different time periods. Sometimes, such measures are used for
setting baseline performance objectives or expected outcomes, e.g., orders filled and shipped
per day.

Technology can be viewed as a change driver, but it is also important as a facilitator of
change that will lead to improved efficiency and effectiveness. The challenge is to evaluate and
successfully implement the technology to make the improvements desired. The technology available
today is almost overwhelming, but analysis and planning are necessary to achieve the expected out-
comes.

Transportation can be viewed as the glue that makes the supply chain model function. The

critical outcomes of the supply chain are to deliver the right produet, at the right time, in the right

7.
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quantity and quality, at the right cost, and to the right destination.'*’ Transportation plays an im-
portant role in making these “rights” happen.

Safe , reliable delivery of products to customers is expected of the supply chain. Globalization
has obviously increased the risk of interruptions or shutdowns of supply chains. Consequently, or-
ganizations must be prepared in case of disruptions. Such risks have changed some of the planning
and preparation for supply chains that often include some type of scenario analysis that can consid-

er possible threats, assess probabilities, and plan for alternatives. "™

New Words and Expressions

1. dynamic| dar'naemik | n. shs,sh 7
adj. S, 310, 3h 1240, A T 10
2. consolidation| kanspli'de1[an | n. W& & 9F, Alas
3. location[ lo'kefan ] n AV HUhE R, ARSI
4. coordination| kou's ; dineifon | n. PN, JRRD X4 [R) 4%
5. duplicate [ 'dju:plikat | ot. A EH,EE
adj. B0, BIAHY , 58 & — B
6. coordinate [ kavordnetr | v. UMA L BB E
7. integration[ mti'grerf(2)n ] n LA BE, —, S S, ORI FE 23
B AR)IRE
8. storage [ 'sto:rid3 ] n. FE48  AF S FEAD
9. horizontal [ /hari'zontal | n. K2k K, KL E , KERI A
adj. $E s 1), AKF69, BhAY , H 2R 6
10. vertical [ 'vo:tikal ] n. EEHL, EHmD, BF, EGTE

adj. T EH K, BT, Sk T, TH 5
11. postponement [ pa'spavnmant | n. GEMA HEIR | GEZE | GERA S

12. deployment [ di: 'ploimant | n. W AP E
13. accumulation [ o/kju;mju'leifon ] n. U, 2, Y
14. substitute [ 'sabstitju:t ] nACH & ICEE
vl AU
15. compete | kom'pizt ] vi. a4, L, 0T
16. necessitate [ ni'sesiteit | vt Aifieeeees DAL O S W E R [
17. external [ 1k'stanl | adj. SR, RIETH), [ 25 ] SN SME A, SR Y

n. SR SRR, A1 T
18. manufacturing [ imanju'fektforiy |  adj. il #, #Ek 1

n. i, Toll, il &

v. il 1 , 4= 7= ( manufacture f¢) ing £ 3{)
19. facilitator [ fa'siliteita | n. IR %W, ek, B
20. implement [ 'implamant | n. SC0 , AT
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Part 1 Basic Knowledge

21. overwhelming [ auva'welmip | adj. BASA]PH, EE—VI, BRI
22. delivery [ di'livari | n. ik ASAT, e, se %, 51
23. interruption [ inta'rap[on | n. WP, FTIRT, BERSY, FT 45 3
24. shutdown [ '[atdaun | n. LB BT, L], 54
25. disruption %& [ dis'rapfn | n. o5 FURE WL, BEOR s bl
% [ dis'rapfn |
26. alternative [ 5:1'ta:nativ | n. R R B

adj. BEBEPERY, BEBRIERY , SRR 9, BFACRY , A LAY,
A, o3 2K 1Y

Notes

[ 1] Companies and other organizations need a network system that is capable and flexible to re-
spond and change with the dynamics of the marketplace whether in the short run or the
long run.

2 A FHABA R DR RE, % (M%) REREBEREINIE Bl Rz EF
R il A 117 39 1) Bl 25 1 1w 2 AR AL that ise-- 9 5E T ML B, whether - or-++ ¥ 0 ;
BereeeeBeeeees i X - S, 5 - N i

[2] The technology and communication systems today lead to the collection and storage of vast a-
mounts of data, but interestingly enough, organizations may not be taking advantage of the a-
bundant data to develop information systems to improve decision making.

404 BB AN 7 R G S BOC B BB FIAEAE , (A 8 (Y 2 , LR 20 B RE A H
KA W BRI R R B R BGE R

[ 3] Supply chain management emphasizes a horizontal process orientation that necessitates collab-
oration with external vendors, customers, transportation companies, third part logistics
(3PLs) ,and others in the supply chain.

A1 5 A R O 5 SN L P B2 R 5 =T WAl A R R 1 A e A
57 e B L MR AR 1] DR

[4] The critical outcomes of the supply chain are to deliver the right product, at the right time, in
the right quantity and quality, at the right cost, and to the right destination.

A O Bt SRR T TE W (e () | LA TE 8 A 0 A 45 B ) PR A 8 LE 8 B 7
12 3R F IE B A A

[ 5] Such risks have changed some of the planning and preparation for supply chains that often in-
clude some type of scenario analysis that can consider possible threats, assess probabilities,
and plan for alternatives.

TR A JRURE B 28 08 T 4L 507 4 1 — S R R0 0 o B A L 38 W5 G0 4% RE % 18 — L v BE B B
Wl SPGB LR AT 58 (AR [m) 28 28 ) 55 S A
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Unit 2

Passage A What is Logistics

The term logistics has become much more widely recognized by the general public in the last
20 years. However, there is still confusion about its definition. Logistics management is the most
widely accepted term and encompasses logistics not only in the private business sector but also in
the public/government and nonprofit sectors. "’

For the purposes of this text, the definition offered by the Council of Supply Chain Manage-
ment Professionals (formerly the Council of Logistics Management) is utilized. However, it is im-
portant to recognize that logistics owes its origins to the military, which has long recognized the im-
portance of logistics activities for national defense.'>’ The military definition of logistics encompas-
ses supply items (food, fuel, spare parts) as well as personnel.

The logisties concept began to appear in the business-related literature in the 1960s under the
label of physical distribution, which had a focus on the outbound side of the logistics system. The
business sector approach to logistics developed into inbound logistics ( materials management to
support manufacturing) and outbound logistics ( physical distribution to support marketing) during
the 1970s and 1980s. Then, in the 1990s, the business sector began to view logistics in the con-
text of a supply or demand chain that linked all of the organizations from the supplier’ s supplier to
the customer’ s customer. Supply chain management requires a collaborative, coordinated flow of
materials and goods through the logistics systems of all the organizations in the network.

In the 21st century, logistics should be viewed as a part of management and has four subdivi-
sions.

Business logistics: 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 point of use
or consumption in order to meet customer requirements. o

Military logistics: the design and integration of all aspects of support for the operational capa-
bility of the military forces ( deployed or in garrison) and their equipment to ensure readiness, re-
liability, and efficiency.

Event logistics; the network of activities, facilities, and personnel required to organize,
schedule, and deploy the resources for an event to take place and to efficiently withdraw after the

event.

Service logistics: the acquisition, scheduling, and management of the facilities/assets, per-
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