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The Status Quo of Chinese Agro-products Logistics
and the Establishment of the Third-Party Logistics
Mode
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Abstract The status quo of Chinese agro-products logistics is analyzed from the following five aspects: the circulation mode, exchange mode,
storage and transportation situation, food security. The following problems in Chinese agro-products logistics are pointed out, including excessive
circulation sections, bad time efficiency, single payment, slow circulation, backward information processing, obvious bullwhip effect, low logistics
efficiency, low logistics technology, inadequate professional equipments, low standardization degree, organized operation mode and low degree of
scale. The third-party logistics mode of agro-products is analyzed and the advantages of the mode are analyzed as well. Firstly, establishing infor-
mation network through integrating circulation section to accelerate the circulation of agro-products; secondly, making the operation norms by provi-
ding professional equipments to secure the quality of agricultural products; thirdly, improving the core competitiveness of the whole logistics chain by
intensifying specialized work division in each section of the supply chain; fourthly, through forming scale economy to reduce logistics costs and in-
crease the diversity of products; fifthly, through signing contracts to clarify duties and responsibilities and materialize the profit integration of the sup-
ply chain. The measures for establishing the third-party logistics of agro-products are put forward, including establish the awareness and concept of
socialized logistics services; intensify the support on the third-party logistics enterprises of agro-products; lay stress on the cultivation of logistics tal-
ents of agro-products; and vigorously apply the modern marketing means.
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With the continuous improvement of living conditions,
people’ consumption structure of agricultural products has
changed greatly. People demand the diversity, nutrition and
safety of agricultural products, rather than just on survival. The
change of the consumption concept has put higher demand on
the storage and logistics of the agro-products, which are easy
to go bad. The primary demand is the time bound—it should en-
sure that the agricultural products, especially the fresh agricultural
products can come to the consumers’ dinning table from the pro-
duction base in the shortest time. The second demand is diversi-
ty—it means the producers should provide as more as possible
products for consumers to satisfy the different tastes of consum-
ers. Safety—it demands strict supervision on agricultural products
import, reinforces the test on food and ensure the food safety.
Nutrition — it expresses that the spoilage, pollution and losses of
agricultural products in the logistic process should be reduced to
ensure the stable or improved quality in the circulation of fresh ag-
ricultural products.

The traditional logistics mode of agricultural products can
not better satisfy the development of agricultural products and
the changes of consumers’ demands by its dispersed logistic
activities, repeat circulation section and serious resource
wastes, so it is imperative to innovate the logistic mode of agri-
cultural products and establish the logistic system of new agri-
cultural products. By analyzing the status quo of the Chinese
agricultural product logistics, the paper points out problems of
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the existing mode and puts forward the concept of establishing
the third-party logistics. Besides, the advantages of establis-
hing the third-party logistics is put forward. In the end, the
measures on developing the third-party logistics of agricultural
products are pointed out.

1 Problems in the developmental status of

Chinese agricultural products logistics

1.1 The status quo of Chinese agro-products logistics
1.1.1 Circulation mode. At present, the logistics of Chinese
agro-products is dominated by wholesale market of fresh agro-
products, chain supermarket and processing enterprises of agro-
products and adopts the self-distribution way. The sections that
compose the supply chain of agricultural products are producers,
dealers, processors, wholesalers and ultimate consumers(Fig.1).
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From Fig. 1, it can be seen that the logistics mode of tradi-
tional agro-products is a typical small scale logistics operation.
To be specific, the upper sections supply products to many
buyers in the lower sections and the lower sections purchase
products from many suppliers in the upper sections.

1.1.2 Transaction mode. In the current circulation of agricul-
tural products, the wholesale market and agricultural markets
are the major way. More than 98% of the exchange in the
wholesale market is dominated by traditional spot and face to
face trade. The settlement agent has not been widely accept-
ed. Only 30 market out of the total markets, which have jointed
the information network of Ministry of Agriculture, practiced
electronic toll collection and electronic clearing.

1.1.3 The situation of storage and transportation. Traditional
circulation of fresh agricultural products is dominated by normal
temperature and natural logistics without the cold chain logistics
equipment and facilities. At present, 70% of Chinese motor
transportation relies on pickup trucks and only 30% of it relies
on sealed trucks. Among the sealed trucks, less than 10% of
them have freezing equipment and temperature-keeping facili-
ties. The rate of fruits and some other fresh agro-products,
transported with freezing facilities, accounts for only 15% to
20% of the total fresh agricultural products transported. The
freezing and temperature-keeping equipments are inadequate
seriously in the sections of processing and storage of fresh agri-
cultural products. The chain system for the storage and pro-
cessing of fresh agricultural products has not been formed.
1.1.4 Mode of information circulation. The agricultural infor-
mation network is imperfect; the sections in the supply chain
are separated and the information is passed on from the lower
stream sections to the upper stream sections gradually.

1.1.5 The security of food safety. The unified food inspection
and food inspection standard have not been formed. The current
food inspection still adopts the manual way, and the staff picks
and grades the agricultural products by their direct perception.
1.2 The problems of Chinese agro-products logistics
1.2.1 Excessive circulation sections and bad timeliness. The
multiple transfer of property in products will inevitably increase
the transaction costs. The frequently happened repeat trans-
portation and roundabout transportation increased the damages
of goods and decreased the transportation efficiency; the elon-
gated circulation time of agricultural products abated the timeli-
ness and increased the damages of products, so it is hard for
the inflation-proof of agricultural products, let alone the appreci-
ation of agricultural products.

1.2.2 Single payment and slow circulation speed. The single
transaction way limited the circulation speed of agricultural
products to a lower level, which greatly choked the rapid circu-
lation of Chinese agricultural products.

1.2.3 Lagged information processing, prominent bullwhip
effect and low efficient of logistics. As a result of the asymmet-
ric information, the problems of marketing channels and suppl-
ying channels often torment the producers and sellers. In the
multiple information transfer processes, the information may be
weaken, distorted or hindered, which have a bad effect on the

efficiency of agricultural products logistics.

1.2.4 Low logistics technology, inadequate professional e-
quipments and low standardization degree. For one thing, due
to the dearth of professional equipments, the agricultural prod-
ucts may easily go bad, be polluted and damaged in the
process of transportation and storing, so the logistics costs will
be lifted. For another thing, as a result of the low standard of
Chinese agricultural products logistics ; the vacancy of quality and
sanitation standard and inspection system in the market, the une-
ven quality of agricultural products in the market, it is hard to find
out the root of the problems when the quality problems happen.
1.2.5 Low organizational operation model and low degree of
scale. The logistics main bodies of Chinese agricultural prod-
ucts include individual farmers, agricultural broker, self-em-
ployed wholesalers, small scale transportation companies,
large state-owned enterprises. Except for the large scale state-
owned enterprises, the organization and scale of other logistics
main bodies are low. All of them do not have special equip-
ments and few of them undertake the business of agricultural
products transportation.

2 Establishment and the advantages of the

third-party agricultural products logistics
2.1 The establishment of the third-party agricultural prod-
ucts logistics The third-party logistics of the agricultural
products refers to the responsibilities of logistics taken by the
third party rather than producers and processors. The third par-
ty takes the responsibilities of transportation, storage, distribu-
tion, circulation and a series of logistics activities'"!. With the
enhancement of market degree of agricultural products, the lo-
gistics, specializing in storage, distribution, circulation and pro-
cessing, appear gradually. In the mode, the third-party enter-
prises of agricultural products do not own the commodities, do
not engage in trade of commodities, they connect the produc-
ers, processors, wholesaler at various level, intermediary or-
ganizations of agricultural products as leaders to provide serial,
customized and information-based logistics services limited by
the contract and based on alliance. After participating in market
operation, the operation mode of the whole chain will
change'®’. As a bridge, the third-party logistics enterprises
connect the producers and sellers directly and integrate the two
ends of the supply chain. Fig.2 explains the process.
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Fig.2 Third-party logistics model of agro-products
2.2 The advantages of the third-party logistics of agricul-
tural products Comparing with the self-operated logistics,
the third-party logistics of agricultural products provide appreci-

|
Supermarket |
market

—Material flow

Consumer’




102 Asian Agricultural Research 2011

ated, professional and comprehensive logistics service. The
emergence of third-party logistics is beneficial to improving the
low efficiency, great damage, bad timeliness and unsecure food
safety of the traditional logistics. Besides, it conforms with the
basic situation of China and has great developmental space.
2.2.1 Establishing information network and accelerating the
circulation of agricultural products through the integration and
circulation section. Integrating the sections of storage, pack-
age, transportation, marketing of agricultural products, as well
as the collection and management of information are conducive
to down the time took on circulation of agricultural products,
abate the circulation costs, curtail unnecessary losses of agri-
cultural products, so as to drop the circulation costs and trans-
action costs of agricultural products. Through perfect informa-
tion system, the suppliers and sellers can be connected togeth-
er, and then the collection and processing of information will be
accelerated and the strong information edge will be formed.
The two parties can timely and comprehensively obtain the in-
formation from farmers’ market, which can promote the trade
and balance the supply and demand.

2.2.2 Making the operation norms and ensuring the quality of
agricultural products through providing professional equip-
ments. The third party logistics have specialized logistic man-
agement personnel, professional transportation trucks and
warehouse, which are conducive to quality-keeping and infla-
tion-proof of agricultural products. Taking the third-party logis-
tics as the main body, each section establish the profit-share
relations. Besides, the traceable system of agricultural prod-
ucts will be established to intensify the inspection on the quality
of agricultural products. The third-party logistics will pick,
process, fresh-keep and pack agricultural products profession-
ally to realize the added value of agricultural products.

2.2.3 Improving the core competitiveness of the whole chain
through intensifying the professional distribution of each section
of the supply chain. The development of the third-party logistics
has reduced the input on logistics services put by agricultural
producer, processors and sellers, so it is conducive to concen-
trating more resources and energy to produce products; impro-
ving the techniques of agricultural products and the pre-sell and
after-sell service level. In the end, the quality of the products in
the whole chain will be improved, as well as the core competi-
tiveness of producers of agricultural producers.

2.2.4 Reducing the logistics costs and diversifying products
by fostering scale economy. Adopting the professional opera-
tion mode, the distribution scope of products can be elongated
to ensure the integrity and diversity of products. Relying on the
strong coordination capability and negotiation capability of third-
party logistics, the third-party logistics companies can reduce
the transportation costs; distribution more goods from different
costumers. And then, the transportation costs per unit can be
cut down sharply, as well as the transaction costs. In the
meantime, the prices of the agricultural products can be re-
duced, so the scale benefits can be achieved and the competi-
tiveness of the whole chain can be improved.

2.2.5 Clarifying duties and responsibilities through fostering

contract relations to realize the benefit integration of supply
chain. Taking the contract as the guild, the third-party logistics
provides logistics services of agricultural products for customers
and manages the logistics services and process of the entrus-
ted party according to contract. For example, the order man-
agement, inventory management, transportation fee negotia-
tion and so on. Besides, the development of the third-party logis-
tics alliance also clarifies the mutual relations of rights, responsi-
bilities and benefits of each participant of the logistics alliance.

3 Strategies on establishing the third-par-
ty logistics system
3.1 Comprehensively establishing the awareness and
concept on socialized logistics services Developing the
third-party logistics of agricultural products is the key for the e-
volution of Chinese agricultural products logistics from the tradi-
tional mode to the modern mode. The third-party logistics can
effectively promote the circulation of agricultural products, re-
duce wastes; increase the income of operators; normalize the
market management of agricultural products and accelerate the
pace of agricultural modernization. At present, most operators
of agricultural products have not aware of the function of third-
party logistics, so the related department should promote the
advantages of the third-party logistics to agricultural personnel
through public promotion and special training to increase their
awareness on the third-party logistics.
3.2 Strengthening the support on third-party logistics of
agricultural products The third-party logistics enterprises
should start from integrating the individual agricultural enterpri-
ses, and the dispersed logistics resources of middle and small
logistics, and then, in the process of operation, construct the
information-based, network, automatic and functions integrated
logistics according to the demands. Besides, in the process of
operating the third-party logistics of agricultural products, the
government should support the enterprises in terms of policies
and macro-environment to promote the stable development of
the third-party logistics of agricultural products.
3.3 Laying stress on cultivating talents of agricultural
products logistics Besides, the favorable logistics equip-
ments, advanced technology, the implementation of the third-
party logistics of agricultural products also needs professional
management talents, who are goods at mastering advanced
technology. The cultivation and application of talents is the bas-
ic situation for successfully implement the third-party logistics.
The government and the enterprises should provide various
forms of trainings to the personnel involved in the third-party lo-
gistics. For example, the government and enterprises can se-
lect promising middle-aged and young staffs to study in the
modern agricultural products logistics companies at home and
abroad to learn the management concept, method and technol-
ogy of the third-party logistics of agricultural products. In addi-
tion, the education resources of junior colleges and universities
should be made full use of to cultivate the talents specialized in
third-party logistics.

(To page 106)
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improved seeds with high quality, high production , high effi-
ciency, anti-diseases and anti-cold and drought. According to
different situation of various places, the producers should use
more advanced equipments and production modes, for exam-
ple selecting advanced harvest equipments, seed machine,
farmland machine, and cultivation machine; adopting excellent
cultivation, seed and management technology; developing eco-
logical agriculture, tourism agriculture so as to form advanced,
developed and high effective modern agriculture.

3.2 Improving the knowledge technology of producers in
the supply chain of agricultural products The relevant
scholars have researched the labor productivity. Taking the illit-
erate labor productivity as 1 to calculate, the conclusion can be
drawn. The labor productivity of people with primary school ed-
ucation is 1. 43; the labor productivity of people with middle
school education is 2. 08 and labor productivity of people with
college education is 4. so the knowledge level of producers in
the supply chain of agricultural products should be improved.
Many measures can be adopted to improve farmers’ skills. In
the first place, the government should organize the skill train-
ing. The government should invite experts to instruct farmers in
the fields. The experts can provide agricultural knowledge and
relevant skills for farmers and promote the development of agri-
culture and local economy. In the second place, the govern-
ment can build spare time training schools and launch skill train-
ing school and improve the recognition and application modern
communication skills of producers of agricultural products.
Through providing training for farmers, the government can not
only improve the knowledge level of producers in the supply
chain of agricultural products, but also improve the negotiation
capability of producers of agricultural products to improve the
production interests of Chinese agricultural products.

3.3 Establishing the alliance and cooperation with other
producers of agricultural products to expand scale The
dispersed and small scale of producers of Chinese agricultural
products lead to the weak negotiation capability in the supply
chain™’ . So the production scale of agricultural products should
be improved, and the organizations including alliances of agri-
cultural products and farmers’ cooperative economic organiza-
tions should be established to reinforce the negotiation rights of
producers of agricultural products to let the producers master
more information. Only by combining the producers, then the
interests of them can be protected when facing processors,
wholesalers and retailers. From the past experiences, many
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3.4 Vigorously applying multiple modern marketing means
On the basis of innovating the traditional marketing, the third-par-
ty logistics companies should boldly explore and apply the mod-
ern marketing and encourage the pillar industries or marketing
companies to establish marketing network in big and mid-sized
cities, especially, to build circulation, processing and market-
ing networks in coastal cities. Besides, the third-party linguis-
tics companies should develop agents and establish the direct-
marketing markets; develop the chain operation and distribu-
tion of agricultural products; vigorously apply the modern trans-
action way of auction and agent; adopt to the information-

developed countries adopted the method and made good re-
sults. Although, in recent years, China has established many
local agricultural cooperative organizations, their actual func-
tions should be displayed. The government should also display
its supervision and supporting functions to protect the interests
of producers of agricultural products.

3.4 Improving the quality of agricultural products, satis-
fying the relevant safety standard and enhancing the com-
petitiveness of products As for the quality of Chinese agri-
cultural products, three measures can be adopted. In the first
place, the government should intensify the stipulation on laws,
regulations and standard to be in line with international standard
and reinforce the evaluation and supervision on agricultural
products. Besides, the government should combine the dem-
onstration work of standardized base to launch the integrated
service of agricultural standardization. The government should
stipulate relevant stimulation measures to improve the enthusi-
asm of producers on enhancing the quality of agricultural prod-
ucts. In the second place, the service and supervision func-
tions of social intermediary institutions should be well displayed.
In the third place, the producers should increase their quality
and law awareness, because in the future, only by relying on
high quality, the products can get success in the market.
Therefore, the producers should adopt targeted actions to im-
prove the quality of agricultural products.
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based and network-based development; accelerate the devel-
opment of e-commerce and promote the on-line transaction™’.
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