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Part |.
Text 1.
What is Logistics?

Logistics is the management of the flow of goods betweenpthet of origin
and the point of consumption in order to meet soetgiirements, of customers or
corporations. Logistics is the detailed organizagmd implementation of a complex
operation. The resources managed in logistics galude physical items, such as
food, materials, animals, equipment and liquidswadi as abstract items, such as
time, information, particles, and energy. The laogssof physical items usually in-
volves the integration of information flow, matéreandling, production, packaging,
inventory, transportation, warehousing, and oftecusity. The complexity of logis-
tics can be modeled, analyzed, visualized, andmip#id by dedicated simulation
software. The minimization of the use of resournses common motivation in logis-
tics for import and export. One definition of busss logistics speaks of "having the
right item in the right quantity at the right tiraé the right place for the right price in
the right condition to the right customer".

Logistics includes the integrated planning, contreélization, and monitoring
of all internal and network-wide material, partdgroduct flow, including the neces-
sary information flow, industrial and trading compes along the complete value-
added chain (and product life cycle) for the pugpo$ conforming to customer re-
guirements.

The prevalent view is that the tefogisticscomes from the late 19th century:
from Frenchlogistiqu (loger meansto lodgg. Others attribute a Greek origin to the
word “logisticos” meaning accountant or responsiiole counting. Logistics has its
root from the military activities associated withowng troops into the battlefield.
Later, the application has moved into businessl fiel military science, maintaining
one's supply lines while disrupting those of theran is a crucial — some would say
the most crucial — element of military strategyacel an armed force without re-
sources and transportation is defenseless. Thatdefaehe British in the American
War of Independence and the defeat of Napoleomendh-Russian war 1812 are at-
tributed by some scholars to logistical failureseThistorical leaders Hannibal Bar-
ca, Kutuzov and Alexander the Great are considerdéave been logistical geniuses.

The term "business logistics" has evolved sincel@t0s due to the increasing
complexity of supplying businesses with materiaigl ahipping out products in an
increasingly globalized supply chain, leading twad for professionals called "supply
chain logisticians". Business logistics incorposatdl industry sectors and aims to
manage the fruition of project life cycles, supphains, and resultant efficiencies.

Traditionally in logistics configuration may be #ite level of the warehouse
(node) or at level of the distribution system (nextky.

Regarding a single warehouse, besides the issdesafning and building the
warehouse, configuration means solving a numbaértefrelated technical-economic
problems: dimensioning rack cells, choosing a paiteg method (manual or
through robots), rack dimensioning and design, remath racks, number and typolo-
gy of retrieval systems (e.g. stacker cranes). Sonp@rtant constraints have to be
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satisfied: fork and load beams resistance to begnaml proper placement
of sprinklers. Although picking is more of a taefiplanning decision than a configu-
ration problem, it is important to take it into acat when deciding the racks layout
inside the warehouse and buying tools such as éendhd motorized carts since
once those decisions are taken they will work asstaints when managing the
warehouse, same reasoning for sorting when degjghi® conveyor system and/or
installing automatic dispensers.

Configuration at the level of the distribution sst concerns primarily the
problem of location of the nodes in a geographi@cspand distribution of capacity
among the nodes. The first may be referred to asityalocation (with the special
case of site selection) while the latter to as c#paallocation. The problem
of outsourcing typically arises at this level: thmdes of a supply chain are very rare-
ly owned by a single enterprise. Distribution netivgocan be characterized by num-
bers of levels, namely the number of intermediasgas between supplier and con-
sumer:

- Direct store delivery, i.e. zero levels

- One level network: central warehouse

- Two level network: central and peripheral warehsuse

This distinction is more useful for modeling purpssbut it relates also to a
tactical decision regarding safety stocks: considea two level network, if safety
inventory is kept only in peripheral warehousesthds called a dependent system
(from suppliers), if safety inventory is distribdtamong central and peripheral ware-
houses it is called an independent system (fronplgrp). Transportation from pro-
ducer to the second level is called primary transpion, from the second level to
consumer is called secondary transportation.

Although configuring a distribution network fromrpels possible, logisticians
usually have to deal with restructuring existingwarks due to presence of an array
of factors: changing demand, product or processuation, opportunities for out-
sourcing, change of government policy toward triadeiers, innovation in transpor-
tation means (both vehicles or thoroughfares)pduction of regulations (notably
those regarding pollution) and availability of ICJupporting systems (e.g. e-
commerce).

Once a logistic system is configured, managemeagmning tactical decisions,
takes place, once again, at the level of the warsdhand of the distribution network.
Decisions have to be made under a set of condramtiernal, such as using the
available infrastructure, or external, such as dgimg with given product shelf
lives and expiration dates.

There are two fundamentally different forms of Kigis: one optimizes a
steady flow of material through a network of tram$pinks and storage nodes, while
the other coordinates a sequence of resourcesripaia some project(ex: restructur-
ing a warehouse). As such, logistics is commongnsss a branch of engineering that
creates "people systems" rather than "machinersgste

In business, logistics may have either an intefoedis (inbound logistics) or
an external focus (outbound logistics), covering flow and storage of materials
from point of origin to point of consumption (seapply-chain management). The
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main functions of a qualified logistician includeventory management, purchasing,
transportation, warehousing, consultation, anddtganizing and planning of these
activities. Logisticians combine a professional wtemlge of each of these functions
to coordinate resources in an organization. Laggsthanagement is that part of the
supply chain that plans, implements, and contiodsefficient, effective forward and

reverse flow and storage of goods, services, aladeck information between the

point of origin and the point of consumption in erdo meet customer require-
ments. A professional working in the field of lagts management is called

alogistician

Ex.1. Answer the questions. 1. What is the oridithe term logistics? 2. What
can you tell about the history of Logistics? 3. WHaes the term business logistics
mean? 4. How many levels of logistics do you knMifrat are they? 5. What does
logistics create?

Ex.2 Find in the right column the English equivaseto the following words.

1. e a. consumer
2. aaiag b. customer.
3. 0e30I1acHOCTh c. demand
4. nozaTop d. dispenser
5. 3aKynku e. location
6. KJIUEHT. f. network

7. o0ecrneunBaTh g. node

8. mocraBumK

h. purchasing

9. norpeduTeb I. security

10. pacnionoxenue J. supplier
11.cHabxaTh k. to provide
12.copoc l. to supply
13. y31moBO# MyHKT m. warehouse

Ex.3. Complete the sentences using the words tfinenbox

| provide | storage | support| distribution  delivery meairence |

1. Logistics means that you manage the procurearahimovement of goods and the
of inventory.
2. It means the of the goods the customeaisnatethe right time, in the right
place, and of the right quality.
3. My definition oflogisticsis this: it's to plan, organize, and manage opanatthat
services and goods.

4. Logistics- that's the purchasing, maintenance, , gridaement of material
and staff.
5. Logisticsis the planning and of operations such aghwearsing, inventory,

transport, procurement, supply, and
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Ex. 4. Complete the following table using the wdirdsn the exercise.

Verb Noun

to provide
storage

to support
delivery
distribution

to maintain
transportation
purchasing

Ex. 5. Match the definitions (a-f) with the words§) below.
. carrier
. freight forwarder
. supplier
. haulage contractor
. courier
. consignee

OO, wWNPE

a. company which carries goods by road

b. person or firm named in a freight contract toowhgoods have been shipped or
turned over for care

c. company that specializes in the speedy and seadelivery of small goods and
packages

d. company that transports or conveys goods

e. company which supplies parts or services tohemaompany; also called vendor

f. person or business that arranges documentatidriravel facilities for companies
dispatching goods to customers

Text 2.
Distribution Centres (Part )

A distribution center for a set of productsis aeteuse or other specia-
lized building, often with refrigeration or air aditioning, which is stocked with
products (goods) to be redistributed to retailéwsyholesalers, or directly to con-
sumers. A distribution center is a principal p#re order processing element, of the
entire order fulfillment process. Distribution cerdg are usually thought of as be-
ing demand driven. A distribution center can alscchlled a warehouse, a DC, a ful-
fillment center, a cross-dock facility, a bulk bkeeenter, and a package handling
center. The name by which the distribution cenéekriown is commonly based on
the purpose of the operation. For example a "retaitibution center" normally dis-
tributes goods to retail stores, an "order fulféim center" commonly distributes
goods directly to consumers, and a cross-dockithasilores little or no product but

distributes goods to other destinations.
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Distribution centers are the foundation of a suppiywork, as they allow a
single location to stock a vast number of produStane organizations operate both
retail distribution and direct-to-consumer out ofsimgle facility, sharing space,
equipment, labor resources, and inventory as aqdgéc

A typical retail distribution network operates witkenters set up throughout a
commercial market, with each center serving a numlbetores. Large distribution
centers for companies such as Wal-Mart serve 50s1@®s. Suppliers ship truck-
loads of products to the distribution center, whetbres the product until needed by
the retail location and ships the proper quantity.

Since a large retailer might sell tens of thousawsfdsroducts from thousands
of vendors, it would be impossibly inefficient tijg each product directly from each
vendor to each store. Many retailers own and rair thwn distribution networks,
while smaller retailers may outsource this functtondedicated logistics firms that
coordinate the distribution of products for a numtsiecompanies. A distribution cen-
ter can be co-located at a logistics center.

A large distribution center might receive and shipre than ten thousand
truckloads each year, with an individual store neng from only a couple trucks per
week up to 20, 30, or more per week. Distributienters range in size from less than
50,000 square feet (5,000)mto the largest approaching 3 million square feet
(300,000 m2).

Although the primary role of a distribution centerto receive large quantities
of products and ship small quantities to individsiaires, an important secondary role
Is storage. Many retailers give priority to haviag many items in stock at once as
possible. To conserve space, minimize inventorysc@nd maximize the variety they
offer, the retailer might stock only one or a féaams of a particular product. This re-
quires the ability to ship a replacement quicklyc®ran item is sold. By keeping
product on hand in the distribution center, thailet can ship a replacement almost
immediately after a product is sold.

Goods (products) arrive and are stored in a digiob center in varying types
of storage locations and containers suited to ttuelyct characteristics and the
amount of product to be transported or stored. &lygses of locations and containers
have specific industry-accepted names. Specialpedes of equipment (material
handling equipment, or MHE) are used to handlevtr@us types of containers. The
following is a list of some of the names and chemastics of common storage con-
tainers:

¢ Intermodal containers (shipping containers) amdu®r the efficient trans-
portation of goods. Standards specify the volungdimensions of containers to fa-
cilitate efficient handling.

¢ Pallets are one of the most commonly used measit®te and move product
in a distribution center. There are many specidlizkevices (material handling
equipment or MHE) used to handle pallets - sedifotkuck, pallet jack, pallet in-
verter, and unit load .....Automated Storage anti®al Systems (ASRS). Pallets
are stored on the floor, may be stacked, and magdred in pallet racking.

¢ Gaylords are large single boxes usually conneatedtached to a pallet.



¢ Cases and Cartons are boxes usually containing mbamg. In distribution
centers there is a generally accepted distinctiadenbetween the terms “carton" and
"case", although both are boxes. Goods are recaweldstored in cartons, while
goods are shipped in cases. A stored carton iscdcallcase once it has been picked or
pulled for shipment.

¢ Totes are reusable containers used to hold ansjinaingoods.

In addition to shipping quickly, preparing for busgopping seasons requires
retailers to stock up on product ahead of time.rRost retailers, the Christmas shop-
ping season is the busiest of the year. Aheadisftithe, a distribution center might
double the amount of inventory on hand and themwdhas level down through the
shopping season. This strategy is especially impbifor imported items. With lead
times measured in weeks or months, stocking theskipts in a distribution center is
often the only way to maintain in-stocks at theetdNew seasons, holidays, or spe-
cial promotions may also prompt a retailer to s&pecific items prior to a large rol-
lout or demand forecast.

Another way to look at a distribution center iss&e it as a production or man-
ufacturing operation. Goods arrive in bulk, theg atored until needed, retrieved,
and assembled into shipments. The efficient pracgssf a distribution center can
greatly impact the final price of the product deled to the end user. Efficient
processing not only directly impacts the cost obdpthrough reduced labor, but it
also indirectly impacts the cost of goods througlluced inventory. Inventory
represents an investment with its associated imagstinterest or inventory carrying
cost. Reducing the processing time of order pracgssn directly reduce the
amount of inventory necessary to be stocked inaperation (see demand chain
management).

The most efficient method of distribution would teeship a full truckload or
railcar directly from the manufacturer to the reaiThe next most efficient method
would be to ship a full truckload to a distributioanter, unload full pallets of prod-
ucts, and immediately load the pallets onto trutdstined for individual stores. Both
of these methods can only be used on very highawelilems. Most products cannot
be delivered in this manner, and pallets or evelividual boxes must be broken
down and divided.

Once a full pallet must be broken apart, the coktsandling the product can
increase quickly. Many distribution centers usg@dasortation systems with miles of
conveyor to move products through the facility amad a truck. They may also have
automated equipment for de-palletizing and re-failey product. Some of the most
sophisticated systems can convey product directly storage racks and then convey
out of the racks to trucks, all automatically. Wilwide variety of product sizes and
weights, these systems are designed to handle @fispange of products. Very
large, small, heavy, or light products require wagydegrees of manual handling.

As the process of handling involves more stepstambmes increasingly ma-
nualized, the cost increases. Storing producteaasof receiving and immediately
shipping them adds cost. Firms must determine wbshsales due to not having

product on the shelves are balanced by increasetlihg and storage costs.
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All distribution centers have three main areas i@ag have additional specia-
lized areas. The three main areas are the recaidok, the storage area, and the
shipping dock. In small organizations it is possilidr the receiving and shipping
functions to occur side by side, but in large cemtseparating these areas simplifies
the process. Many distribution centers have deslicabck doors for each store in
their shipping area. The receiving area can alsspieeialized based on the handling
characteristics of freight being received, on wkethe product is going into storage
or directly to a store, or by the type of vehictdivkering the product.

A number of components go into the overall planrohg distribution center in
order to maximize its efficiency. If the distribomi center relies on a conveyor system
suspended from the ceiling, consideration neede tgiven to the weight-bearing ca-
pacity of the ceiling joists. If the conveyor systeuns along the floor, then consider-
ation needs to be given in the design stage t@ldeement of columns, particularly
as they relate to the flue space between pall&tframes. Other planning considera-
tions include attention to such areas as slotfingguct replenishment, storage me-
dia, and power requirements.

Ex.1. Answer the questions.

1. What is the main difference between retailrigtion center and fulfillment
center? 2. What do you think about direct-to-consuselling? 3. Why do transport
companies use pallets? 4. What are gaylords? 5t M/tige busiest shopping season?

Ex.2. Put the words in the right order. Use theeamirform of the words.

. an excellent / provide / delivery service / noynpany.

. you / how much / handle / cargo / per year ?

. to other countries / not ship / we / chemicaldoicts.

. responsible for / be / the warehouse manadeo / aehicles and machinery.
. to foreign companies / car parts / this vendsupply ?

. usually / arrange / for companies / a freigimviarder / documentation

OO, WNPE

Ex.3. Look at the pictures of warehouse equipmbftatch the pictures (a-f)
with the words (1-6)

1. hand pallet-truck

2. tote bin

3.fork-lift truck (CB truck)
4. roll-cage pallet

5. (Euro pallet or UK) pallet
6. trolley

10



Ex.4. Read the text describing warehouse areasasetithe areas with words
from the box.

sortation  marshalling and dispatch  baclstapage
order picking  receiving collation and valadded services

First of all, there is the area. Thakisie all incoming goods arrive
and documentation is checked and recorded. Go@deften unpacked or repacked
here to make their format more suitable for warsleduandling.

The area holds most of our warehouse iamient

In the area the goods are selected inighe quantities, that means
the quantities required by the customer. Here lse bbreak bulk. That means, for
example, after receiving goods in large quantesg. pallets), we need to pack them
in smaller separate units for the customer.

In the area we deal with smaller ostmrs. Sometimes several
orders have been batched together to simplify itiéng process and now need to be
sorted down to individual orders.

After picking, the goods are consolidated and maadely for dispatch. De-
pending on the customer's requirements the googbomapacked into cartons or cas-
es or they are wrapped (i.e. stretch-wrapping anktwrapping). Some warehouses
also provide special services such as labelings Pphrt of warehouse operations is
called :

The final stage in warehouse operations is the area. The goods are
brought together to form vehicle loads and arae fbaded onto vehicles for onward
dispatch.

Distribution Centres (Part )
Ex.1. Read the text and outline the services dfidigion centers.

Because many distribution centers service bothelamgd small clients, espe-
cially those which store a specific type of sernaseopposed to those which serve a
specific company, roles and departments are géyemnalre complicated. A simple
distribution center which serves many clients @pacific theme or type of service
may include:

= Goods in: Usually containing specialized contaim@ioading equipment and
workers, including pallet wrapping, conveyor batiaaders (as used on 40 ft ship-
ping containers), forklift drivers, and adminisivat staff

= Bulk: As a rule, a bulk department controls angsHharger orders or orders
that contain only full cartons/boxes. A bulk depatt includes forklift truck drivers
to load containers and wagons, angn-up or combi forklift trucks to unload
full pallets from warehouse racking.
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= Break-bulk: Break-bulk (also known as split cased lower-capacity version
of thebulk department. Orders usually contain part boxeseons not requiring pal-
lets. Due to the number of smaller customers ailoligion center may serve, a break-
bulk department may need more workers than a bejfadment. A break-bulk de-
partment usually uses trolleys or, for palletedviyearders, small electri®PT or
walkie low lift trucks. Items shipped by break-bulk are usualtyest inpick, which
are usually the bottom twoick-facesof warehouse racking. A pick-face is the space
on such a racking system onto which a pallet caodxed.

= Export: An export department controls orders whach leaving the country
of the distribution center. This department is atridentical in function to a bulk or
break-bulk department; however, workers in thisagepent build pallets conforming
to different standards and sizes. An export departnalso uses different shipping
containers or haulage firms.

= Quality assurance: A quality assuran€A department performs periodic
checks of random samples of stock to check quahtfuding from the warehouse
racking, goods in, and returned stock. This depamtrmay also take on cycle count
duties to find missing stock.

= Administration

= Packing and production: In many distribution cemters not feasible to store
stock in many different packaging styles or qu#edjtand while it may cost a cus-
tomer more to do so, many customers, such as sapesta, prefer their own pack-
aging on stock. Because of this, packing benchesised to take raw items, such as a
box of balloons, and pack them at a specific un#rdity, which are then packed into
cartons and labeled accordingly for a customemémy circumstances this may be
more inexpensively done at a distribution centanthy a customer or client.

= Transportation: Arranges and coordinates shipmenénd out of the distri-
bution center.

= Dedicated product departments: Divisions may bedas handling charac-
teristics or storage characteristics, for exampédrigerated and non-refrigerated
[meat and produce, frozen, dairy/deli, dry]. Eathhese three areas have both ship-
ping and receiving departments as well.

Ex.2. Read the text and outline jobs of distriboti@nters.

Distribution centers also have a variety of suppgrtdepartments, includ-
ing human resources, maintenance/facilities opmrati production control,
and accounting. A distribution center typically lagieneral manager who manages
the facility and typically has a number of depamitmmanagers who report directly to
him/her. Most distribution centers divide staffartivo categories, direct labor and
indirect labor. Direct labor staff execute the wlition processes, while indirect la-
bor staff support the direct labor staff. Each d&pant is in turn composed of super-
visors and warehouse workers. The direct labor glaswarehouse can include:

- Unloader - unloads trucks and breaks down palletse®ded, using various

pieces of power equipment
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- Receiver - inventories and tags unloaded palletgyus mobile cart computer
unit and printer

- Hauler - transports received pallets with equipnfemin the receiving dock
to the storage racks

. Putaway driver - puts product into racks with fdtkl

- Lumper - helps unload shipments

- Replenishment driver - pulls product from the raekal places it into the
"pick slot" with forklift

- Order filler - picks product from the "pick slot'ythand and moves with
power equipment

- Loader - wraps the order-filled pallets and loadsks, using equipment

Indirect labor departments and jobs within a wausieocan include:

- Supervision - floor (process) supervision, indidattor supervision

- Human resources - employment office and employeefiis

- Facilities and housekeeping - maintenance of mgkli

- Inventory management - tracking and placement adyct

- Quality assurance - inspection and acceptance afmimg and outbound
product

- Asset protection - building security and loss presa

. Safety - insurance of safe operating practices

- Equipment maintenance - electrical, mechanical, mrelmatic maintenance
of MHE

- Operations research - Industrial engineering, m®denprovement, labor
standards

- Information technology - support of information ®ms

- Water Spider - replenishes cardboard, bubble wegge, etc. for warehouse
packers

Ex.3. Match the warehouse areas (1-5) to the &iesvihat take place in them
(a-e).

. dispatch

. collation

. reserve storage

. order picking and sortation
. receiving

a b~ wWwNEF

. goods are brought together for loading and prans

. where the goods are kept until required

. the goods are selected and put together inrtite nequired by the customer
. complete orders are packed and wrapped

. the goods are prepared for warehouse operations

O OO0 TwD
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Ex.4. Match the verbs (1-8) from the text in exeecl to the correct definitions

(a-h).

1. label a. put goods on a pallet or vehicle

2. repack b. provide specific information on the product litse
3. handle or the packaging

4. select c. deal with

5. batch d. pick or choose

6. sort e. put several things together

7. wrap f. pack in special material for protection

8. load g. put into new units or formats

h. arrange in a special way or order

Ex.5. Work with a pairs. Suppose, each of you hasmeehouse management
system. Present the advantages of your systenutopgotner.

Text 3.
Software and Hardware Logistic Application

Software and hardware logistic application is @hll®gistics automation. It is
used to improve the efficiency of logistics opeyasi. Typically this refers to opera-
tions within a warehouse or distribution centerthwbroader tasks undertaken by
supply chain management systems and enterprisaroesplanning systems. Logis-
tics automation systems can powerfully complembatfacilities provided by these
higher level computer systems. The focus on arviddal node within a wider logis-
tics network allows systems to be highly tailoredhe requirements of that node.

Hardware components are fixed and mobile. Fixedhmnacy are following:

- Automated cranes (also called automated storageedneval systems): pro-
vide the ability to input and store a containergobds for later retrieval. Typically
cranes serve a rack of locations, allowing manglewef stock to be stacked vertical-
ly, and allowing far high storage densities anddretpace utilization than alterna-
tives.

.- Conveyors: automated conveyors allow the inputooit@iners in one area of
the warehouse, and either through hard coded ouldata input allow destination se-
lection. The container will appear at the selectestination.

- Sortation, or sorting systems: similar to conveylaus typically have higher
capacity and can divert containers more quickhpidglly used to distribute high vo-
lumes of small cartons to a large set of locations.

- Industrial robots: four to six axis industrial rabpe.g. palleting robots, are
used for palleting, depalleting, packaging, comrmarssag and order picking.

- Typically all of these will automatically identifgnd track containers based
upon barcodes, or increasingly, RFID tags

- AS/RS — Automated Storage and Retrieval Systemsticdé Carousels
based on the paternoster system or with space iaption, these can be thought of
as large scale vending machines, giving the sarse @acess to physical objects as
we have become accustomed to with respect to data.
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- Motion check may be used to reject cases or iddaliproducts by checking
them for underweight conditions and rejecting tkeni They are often used in Kitting
conveyor lines to ensure all pieces belonging enkih are present. Large wholesalers
and retail club stores insist on receiving the eaacount of product in each package
as specified.

Mobile technology are presented mostly by Radicadatminals: these are
hand held or truck mounted terminals which conibgcivireless to logistics automa-
tion software and provide instructions to operatoving throughout the warehouse.
Many also have in-built bar code scanners to alldentification of containers. Bar
codes allow the automatic capture of data withae af the computer keyboard,
which is slow and error prone.

Logisic software could be:

. Integration software: this provides overall contoblthe automation machi-
nery and for instance allows cranes to be conndctednveyors for seamless stock
movements.

- Operational control software: provides low-levekcide®on making, such as
where to store incoming containers, and wheretteex® them when requested.

- Business Control software: provides higher levakfionality, such as identi-
fication of incoming deliveries / stock and scheaglorder fulfillment, assignment
of stock to outgoing trailers.

Logistics automation has several benefits. A tylprearehouse or distribution
center will receive stock of a variety of produfitsm suppliers and store these until
the receipt of orders from customers, whether iddial buyers (e.g. mail order), re-
tail branches (e.g. chain stores), or other congsaf@.g. wholesalers). A logistics au-
tomation system may provide the following:

- Automated goods in processes: Incoming goods candoked with barcodes
and the automation system notified of the expestedk. On arrival, the goods can
be scanned and thereby identified, and taken uweaeymrs, sortation systems, and
automated cranes into an automatically assignedgsdocation.

- Automated Goods Retrieval for Orders: On receipbraers, the automation
system is able to immediately locate goods angexetithem to a pick-face location.

- Automated dispatch processing: Combining knowleafgal orders placed at
the warehouse the automation system can assigadpgdods into dispatch units and
then into outbound loads. Sortation systems angeyars can then move these onto
the outgoing trailers.

- If needed, repackaging to ensure proper protedtiofurther distribution or
to change the package format for specific retddestomers.

A complete warehouse automation system can drigtrealuce the workforce
required to run a facility, with human input regdronly for a few tasks, such as
picking units of product from a bulk packed caseerthere, assistance can be pro-
vided with equipment such as pick-to-light unitsnadler systems may only be re-
quired to handle part of the process. Examplesidechutomated storage and retriev-
al systems, which simply use cranes to store ame\ve identified cases or pallets,
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typically into a high-bay storage system which vabbke unfeasible to access using
fork-lift trucks or any other means.

Software or cloud-based SaaS solutions are usdddmstics automation which
helps the supply chain industry in automating tleekilow as well as management of
the system. There are few generalized softwardadlaiin the new market in the
said topology. This is because there is no rulgdoeralize the system as well as
work flow even though the practice is more or kgssame. Most of the commercial
companies do use one or the other of the custoumicos.

But there are various software solutions that &ed)used within the depart-
ments of logistics. There are a few departmentsoigistics, namely: Conventional
Department, Container Department, Warehouse, Mdfingineering, Heavy Hau-
lage, etc.

Ex.1. Answer the questions

1. Why do we use logistics automation?

2. What are the main tools of logistics hardware?

3. How mobile technologies are presented in logistics?
4. What types of logistics software do you know?

5. How cloud-based software is used in logistics?

Ex.2 Find in the left column the English equivasetat the following words.

1. crane a.yciayru

2. facilities b.mammHaHOE 000pYyIOBaHHE
3. fulfillment C. TpeboBaHHe

4. machinery d.xpan

5. requirement €.0MTOBAasi TOPTOBJIS

6. wholesale f. BeIMOIHCHUE

7. haulage g.0ykcupoBka (riepeBo3ka)

Ex. 3. Complete the sentences using the corretteaot passive form of the
verbs in brackets.

1. After the unit load (check), it goes intboanated storage.

2.As soon as an appropriate location (idenbfythe warehouse man-
agement system, a put-away instruction must, issue).

3. After the vehicle driver (report) to thetehouse, the vehicle
documentation (check) by staff.

4.Then the packages (process) i.e. they, (lalel) with bar
codes.

5.The goods (check) on unloading.

6. After that, staff (direct) the driver ao unloading bay or a

parking area.
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Now put the steps in the goods receiving process in the correct order 1-6.

1
¢ 2

Ex.4. Complete the descriptions of typical warelkoeguipment andystems.
Use the adjectives from the box.

\ stackable mobile adjustable suitableulky driverless rigid collapsi \

1. An automated guided vehicle is a
truck which is controlled by computer alettrically powered.
2. IBCs (inter-
mediate bulk containers) made of metal or plastc _a , but there are also

ones made of canvas, which are

3. Cage and box pallets are fltted with corner-postd sides. They are
usually

4. In palletized storage APR, i.e. pallekiray, is used.

5. Some products are not for palleti-
zation e.g. expensive electronic items or large and items.

6. shelving is often used for smaller presiuT non-

palletized systems.

Ex.5. Complete this crossword with words from thie. u

1
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ACross

2 Keep goods in a warehouse.

4 Put on top of each other.

5 Container for smaller products.
6 Select the right items.

Down

1 Form smaller units from larger units (2 words 4b
2 Put into the right order or package.
3 Another word for article or piece.

Text 5.
Supply Chain Management

One of the most confusing thing is the differeneéngen logistics and supply
chain management. The logistics involves planningplementing and controlling
efficient, effective flow and storage of goods amtvices from the beginning point
of external origin to the company and from the campto the point of consumption
for the purpose of conforming to customer requinetsie Logistics is generally
viewed as within one company, although it mana¢ms between company and its
suppliers and customers. Supply chain managemelodies logistics flows, the cus-
tomer order management and production processesfomthation flows necessary
to monitor all activities at the supply chain nades

Supply Chain Management (SCM) is the managemetiieoflow of goods and
services. It includes the movement and storagawfmaterials, work-in-process in-
ventory, and finished goods from point of origingoint of consumption. Intercon-
nected or interlinked networks, channels and nadgnlesses are involved in the pro-
vision of products and services required by endotoers in a supply chain. Supply
chain management has been defined as the desagmipd, execution, control, and
monitoring of supply chain activities with the obtjwe of creating net value, building
a competitive infrastructure, leveraging worldwilbgistics, synchronizing supply
with demand and measuring performance globally.

SCM draws heavily from the areas of operations mament, logistics, pro-
curement, and information technology, and strivasan integrated approach. The
term "supply chain management” entered the puldimain when Keith Oliver, a
consultant at Booz Allen Hamilton (now Strategy&ged it in an interview for the
Financial Times in 1982. The term was slow to thké&l. It gained currency in the
mid-1990s, when a flurry of articles and books cayaeon the subject. In the late
1990s it rose to prominence as a management budzwod operations managers
began to use it in their titles with increasingulegity.

A supply chain, as opposed to supply chain managgnsea set of organiza-
tions directly linked by one or more upstream awaviastream flows of products,
services, finances, or information from a source toustomer. Supply chain man-
agement is the management of such a chain.
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Supply chain management software includes toolmatules used to execute
supply chain transactions, manage supplier relstis, and control associated busi-
ness processes. Supply chain event management (BC&hdiders all possible
events and factors that can disrupt a supply chaith SCEM, possible scenarios
can be created and solutions devised. In many ¢asesipply chain includes the col-
lection of goods after consumer use for recyclimgluding third-party logistics or
other gathering agencies as part of the RM repi@migprocess is a way of illustrating
the new endgame strategy.

Supply chain management is a cross-functional ambrdhat includes manag-
ing the movement of raw materials into an orgaroratcertain aspects of the inter-
nal processing of materials into finished goodsl e movement of finished goods
out of the organization and toward the end consuf&k®prganizations strive to focus
on core competencies and becoming more flexiblkey teduce their ownership of
raw materials sources and distribution channeles&Hunctions are increasingly be-
ing outsourced to other firms that can performabevities better or more cost effec-
tively. The effect is to increase the number ofamigations involved in satisfying
customer demand, while reducing managerial cortfafaily logistics operations.
Less control and more supply chain partners lethéocreation of the concept of
supply chain management. The purpose of supplyhamanagement is to improve
trust and collaboration among supply chain pariniéunss improving inventory visi-
bility and the velocity of inventory movement.

There are several processes in supply chain mareagem

a) Customer service management process

Customer relationship management concerns thaamtaip between an or-
ganization and its customers. Customer servideeisource of customer information.
It also provides the customer with real-time infatan on scheduling and product
availability through interfaces with the companyteduction and distribution opera-
tions. Successful organizations use the followiteps to build customer relation-
ships: determine mutually satisfying goals for migation and customers establish
and maintain customer rapport induce positive hggliin the organization and the
customers

b) Procurement process

Strategic plans are drawn up with suppliers to supitve manufacturing flow
management process and the development of new gsoda firms whose opera-
tions extend globally, sourcing may be managed gitobal basis. The desired out-
come is a relationship where both parties benafitareduction in the time required
for the product's design and development. The @sioly function may also develop
rapid communication systems, such as electroniz idé¢rchange (EDI) and Internet
linkage, to convey possible requirements more tgpALtivities related to obtaining
products and materials from outside suppliers weolesource planning, supply
sourcing, negotiation, order placement, inboundsjpartation, storage, handling, and
guality assurance, many of which include the resjwility to coordinate with sup-
pliers on matters of scheduling, supply continultgdging, and research into new
sources or programs.
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c) Product development and commercialization

Here, customers and suppliers must be integratedhe product development
process in order to reduce the time to market. raslyct life cycles shorten, the ap-
propriate products must be developed and succhs$fuinched with ever-shorter
time schedules in order for firms to remain contpati

d) Manufacturing flow management process

The manufacturing process produces and suppliedupt® to the distribution
channels based on past forecasts. Manufacturingegses must be flexible in order
to respond to market changes and must accommodsse ecastomization. Orders are
processes operating on a just-in-time (JIT) basminimum lot sizes. Changes in the
manufacturing flow process lead to shorter cyalee, meaning improved respon-
siveness and efficiency in meeting customer demé@hig. process manages activities
related to planning, scheduling, and supporting ufeaturing operations, such as
work-in-process storage, handling, transportateong time phasing of components,
inventory at manufacturing sites, and maximum fi@iy in the coordination of
geographical and final assemblies postponemenrtysigal distribution operations.

e) Physical distribution

This concerns the movement of a finished producesvice to customers. In
physical distribution, the customer is the finastl@ation of a marketing channel, and
the availability of the product or service is aaVipart of each channel participant's
marketing effort. It is also through the physicatdbution process that the time and
space of customer service become an integral panadketing. Thus it links a mar-
keting channel with its customers (i.e., it linkamfacturers, wholesalers, and retail-
ers).

f) Outsourcing/partnerships

This includes not just the outsourcing of the prement of materials and
components, but also the outsourcing of servicas tiladitionally have been pro-
vided in house. The logic of this trend is that teenpany will increasingly focus on
those activities in the value chain in which it feaglistinctive advantage and out-
source everything else. This movement has beencplarty evident in logistics,
where the provision of transport, warehousing, @ventory control is increasingly
subcontracted to specialists or logistics partn&lso, managing and controlling this
network of partners and suppliers requires a btEncentral and local involvement:
strategic decisions are taken centrally, while rif@nitoring and control of supplier
performance and day-to-day liaison with logistiestpers are best managed locally.

g) Performance measurement

Experts found a strong relationship from the largess of supplier and cus-
tomer integration to market share and profitahilitgking advantage of supplier ca-
pabilities and emphasizing a long-term supply clp@rspective in customer relation-
ships can both be correlated with a firm's perforoea As logistics competency be-
comes a critical factor in creating and maintaincegnpetitive advantage, measuring
logistics performance becomes increasingly impdythrcause the difference be-
tween profitable and unprofitable operations benarower.
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h) Warehousing management

To reduce a company's cost and expenses, waregjausinagement is carry-
ing the valuable role against operations. In theea perfect storage and office with
all convenient facilities in company level, redugimanpower cost, dispatching au-
thority with on time delivery, loading & unloadirigcilities with proper area, area for
service station, stock management system etc.

Ex.1. Answer the questions.

1. What is the difference between logistics ampguchain management?
2. Who used the term “supply chain managementtHerfirst time? 3. How would
you define the supply chain management? 4. Howdvgaoill characterize the supply
chain management software? 5. What processes plystipain management do you
know?

Ex. 2. Look at the use dffficient andeffective in this sentence and choose the
best definition (a or b) for each word.

Effective (a) supply-chain management is the only way to nedfaent (b)
use of global sourcing strategies.

a) when something works well, especially in terrh8roe and costs .
b) when something works well and produces a gosdlte

Complete these sentences with eitsf@icientor effective

1. To remain competitive, companies need to hagehh....... supply chains.
2. Companies that manage their core processesmaora cost........ way than their
competitors will gain the advantage in the marlatpl 3. Suppliers and customers
need to have........ communication systems in ordesh@re information about pro-
duction needs.4. A well-run supply chain can makerapany more........ , leading to
significantly reduced production costs.

Ex. 3. Complete these sentences using the prapwsiti the box.

| against away for for for for from imto to up |

1 An efficient supply chain is a prize worth worgin....

2 It needs a lot of resources to complete .......piee of an efficient supply
chain.

3 The importance of the supply chain is moving ... the.agenda.

4 Supply-chain managers are looking ...... faster adoesgormation.

5 In cases of production shortfalls, companies n&sd to bring....... alterna-
tive suppliers.

6 In the retail sector, supply-chain problems eadl....... empty shelves.

7 The cost of cancelled orders can run ........ biliohdollars.

8 Manufacturers are moving ...... vertically integdapgoduction.
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9 The costs of running supply chains in the aemmspadustry are small when
set.......... the cost of building an aircratft.

10 About 80 per cent of the cost of an aircratigsounted......... by suppliers
and partners.

Ex. 4. Use the wordsnd phrase@ the box to completthe sentences.

cost control ...... freight costs ......... growth targets ..nventory ...replenishment deliveries
road congestion ........ sales data ... vendors .....orkwwg capital
1.To keep costs down, it is important for retailerkeep their........ levels as

low as possible.
2. If retailers carry too much stock, they will useaof their........ ..........

3. A more cost-effective way to operate is to schedule.. .......... on a
just-in-time basis.
4. If suppliers have live access to a customerss................ they can pre-

pare deliveries specially for each store.

5. Suppliers are also known as........

6. Delivering goods by truck now takes longer in mamoyntries due to in-
creased........ ..........

7. With rising oil prices, ........ .......... are also going.
8. A traditional aim of supply-chain managers is........ .......... , keeping
costs down.

9. Big manufactures use their supply chain to meetssal.... ..........

Ex. 5. Write an essay: In what ways can your comgaeducing consumer
products use its supply chain to increase salesvtit®

Text 6.
The Third-Party Logistics

The third-party logistics provider (abbreviated 3Rl sometimes TPL) is a
firm that provides service to its customers of outsed (or "third party") logistics
services for part, or all of their supply chain mgement functions. Third party logis-
tics providers typically specialize in integratgoeaation, warehousing and transpor-
tation services that can be scaled and customizedstomers' needs based on market
conditions, such as the demands and delivery sereiguirements for their products
and materials. Often, these services go beyondtlogiand include value-added ser-
vices related to the production or procurement@jds, i.e., services that integrate
parts of the supply chain. When this integrationurs, the provider is then called a
third-party supply chain management provider (3P$@Wsupply chain manage-
ment service provider (SCMSP). 3PL targets a padrdunction in supply manage-
ment, such as warehousing, transportation, or ratemal provision.
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3PL is defined as a firm that provides multipleiigs services for use by cus-
tomers. Preferably, these services are integratdaljndled together, by the provider.
Among the services 3PLs provide are transportat@mehousing, cross-docking, in-
ventory management, packaging, and freight forvmaydi

As logistics is the core competence of third pdotyistics providers. They
possess better know how and a greater expertigeyasroducing or selling company
could be able. This know-how together with the globetworks of the often large
company size enables a higher time and cost effigieAnother point is, that the
equipment and the IT systems of 3PL providers anstantly updated and adapted to
new requirement of their customers, so that theyadte to meet the requirements of
their customer’s suppliers. And that is more thaseatial to a company’s survival.
Producing or selling companies often do not haeetithhe, resources or expertise to
adapt their equipment and systems as quickly asssacy. So in conclusion a 3PL
provider can meet the technical requirements iaséef and more cost efficient way
than a company could do itself.

The fact that most or all operative functions anésourced to a 3PL provider
means there is no need for the client to own ite axarehouse or transport facilities,
lowering the amount of capital required for thestis business. This is particularly
beneficial if a company has high variations in Wwengse capacity utilization, because
a bad capacity utilization ratio at equal fixedtodsr warehouse) will reduce a com-
pany’s profitability.

Third party logistics provider can provide a mudlgher flexibility in geo-
graphic aspects and can offer a much larger vaokeservices than the clients could
provide for themselves. In addition to that, therd gets flexibility in resources and
workforce size and logistics fix costs turn intaia@le cost.

One patrticular disadvantage is the loss of corardient has by working with
third party logistics. Eminently in outbound logtst when the 3PL provider com-
pletely assumes the communication and interactiig avfirm's customer or suppli-
er. By having a good and continuous communicatidgh teir clients, most 3PL’s
counter and try to charm away such doubts. Somes3®len paint the clients logos
on their assets and vest their employees likeltapts ones.

We candescribe four categories of 3PL providers:

e Standard 3PL Providerthis is the most basic form of a 3PL provider. yhe
would perform activities such as, pick and packielausing, and distribution (busi-
ness) — the most basic functions of logistics. &onajority of these firms, the 3PL
function is not their main activity.

e Service Developethis type of 3PL provider will offer their custonsead-
vanced value-added services such as: tracking raethd, cross-docking, specific
packaging, or providing a unique security systensofid IT foundation and a focus
on economies of scale and scope will enable tips tyf 3PL provider to perform
these types of tasks.

e The Customer Adaptethis type of 3PL provider comes in at the requést
the customer and essentially takes over complatealoof the company's logistics

activities. The 3PL provider improves the logistitamatically, but does not develop
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a new service. The customer base for this typeRif Brovider is typically quite
small.

e The Customer Developdhis is the highest level that a 3PL provider agn
tain with respect to its processes and activifldéss occurs when the 3PL provider
integrates itself with the customer and takes dweir entire logistics function. These
providers will have few customers, but will perfoertensive and detailed tasks for
them.

Outsourcing may involve a subset of an operatitogsstics, leaving some
products or operating steps untouched because-theuise logistics is able to do bet-
ter or cheaper than an external provider. Anothgportant point is the customer
orientation of the 3PL provider. The provider hadit to the structures and the re-
guirements of the company. This fit is more impott@an the pure cost savings, like
a survey of 3Pl providers shows clearly: The custoarientation in form of adapta-
bility to changing customer needs, reliability &hd flexibility of third party logistics
provider were mentioned as much more important phae cost savings.

Experts often suggest firms to choose 3PL providéts roots in the same
area of logistics as the department that shallutgooirced. Furthermore it is worth to
discuss if the company wants an asset-owning aymaasset-owning 3PL Provider.
3PL provider without own assets are called leadstas providers. Lead logistics
provider have the advantage that they have speethindustry expertise combined
with low overhead costs, but lower negotiation poesed less resources than a third
party provider has, based on a normally big comsarg, a good customer base and
established network systems. But 3PL providers tenghed clients efficiency con-
sciously by preferring their own assets in ordemtaximize their own efficiency. In
addition to that third party logistics providereaftare bureaucratic and have long de-
cision making cycles caused by the size of the @yp

Ex.1. Answer the questions

1. How would you define the third-party logistics?

2. What services does the third-party logistics/jple?

3. What are the main advantages and disadvantégjes third-party logis-
tics?

4. What types of the third-party logistics do yowolw?

5. Why do expert often suggest to choose thirdydagistics providers?

Ex.2. Read the following text from a logistics camp magazine about new
trends in third-party logistics. Then label the pgraphs with the correct headings
from the box..

Today's role of major providers  Changing lagstequirements for manufacturers
3PL inthe past New challenges for 3PL  @jeain logistics concepts

1

Until a few years ago, companies used to outsoambeparts of their logistics
operations to providers specializing in serviceshsas distribution or warehousing.
A single company sometimes had several third-dagistics providers (3PLS).
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2

The globalization of trade and increasing demandsé@vices, however, has
led to a drastic shift in logistics concepts andchageement with an impact on both
producers and logistics providers.

3

As far as manufacturers are concerned, logistigsagement has become a lot
more complex. By now, many of them have learnetidh&sourcing single segments
to different providers has not really made themistics operations more efficient.
That is why they are looking for providers who gaovide a higher level of service
and more comprehensive supply chain solutions.

4

For 3PL.S all over the world, requirements keepimggtmore demanding with
customers asking for a wider range of logisticaismhs. Apart from that, logistics
providers today are facing an increasingly tougt highly competitive market. In
recent years, growing pressure on prices has leddecrease in profit margins. In
order to compensate for this, many third-party sags providers now offer value-
added services for their customers. Due to fiermmpetition in the 3PL market,
however, experts predict that only the big inteoral players will be able to work
profitably in the future.

5

The big global players, also called super-3PL.9, mavide their customers
with comprehensive supply chain or end-to-end smist These services usually in-
clude forwarding, transportation, consolidationstouns brokerage, warehousing, and
distribution, as well as a range of value-added

Ex.3. Say which of these statements are true se fal

1.In the past, companies used to outsource only s&gmoétheir logistics op-
erations.

2.Manufacturers found out that outsourcing to 3PLvygters is not efficient.

3.In the past few years many 3PL providers have aszd their profit mar-
gins.

4.Customers today are demanding more complex logisttutions.

5.Super-3PLs provide comprehensive solutions to fmgiproblems.

Ex.4. Match the words (1-6) from the text with ¢berect definition (a-f).
. outsourcing
. comprehensive
. consolidation
. requirements
.demand
. competition

OO0, WNE

jab)

.including a wide range of services
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b. details of what is expected and needed

c. contracting functions out to third-party providers

d. the need for particular goods or services

e. companies trying to sell the same or similar préslt@ customers
f. the grouping of small shipments into one container

Ex.5. Work in pairs. One of you is a top-managea oianufacturer company.
Another is a 3PI provider. Convince your partnecctmperate with you.

Text 7.
Transportation

Freight transport is the physical process of trartspy commodities and mer-
chandise goods and cargo. The term shipping otigineferred to transport by sea,
but is extended in American English to refer to$@ort by land or air (International
English: "carriage") as well.

The word cargo refers in particular to goods ordpe® being conveyed — gen-
erally for commercial gain — by ship, boat, or eft, although the term is now often
extended to cover all types of freight, includimgtt carried by train, van, truck, or
intermodal container. The term cargo is also usechse of goods in the cold-chain,
because the perishable inventory is always in itrdowards a final end-use, even
when it is held in cold storage or other similamglte-controlled facility. Multi-
modal container units, designed as reusable camodlacilitate unit load handling of
the goods contained, are also referred to as capgmjally by shipping lines and lo-
gistics operators. Similarly, aircraft ULD boxes also documented as cargo, with
associated packing list of the items contained inithVhen empty containers are
shipped each unit is documented as a cargo and gbeas are stored within, the
contents are termed as containerised cargo

Land or "ground" shipping can be by train or byckylnternational English:
lorry). In air and sea shipments, ground transigartquired to take the cargo from its
place of origin to the airport or seaport and tteerts destination because it is not al-
ways possible to establish a production facilitpmgorts due to limited coastlines of
countries. Ground transport is typically more alfsle than air, but more expensive
than sea especially in developing countries likdidnwhere inland infrastructure is
not efficient. Shipment of cargo by trucks, dirgditom the shipper's place to the
destination, is known as a door to door shipmeut r@ore formally as multimodal
transport. Trucks and trains make deliveries toas@hair ports where cargo is moved
in bulk.

Much shipping is done aboard by actual ships. Afividual nation's fleet and
the people that crew it are referred to as its hmart navy or merchant marine. Mer-
chant shipping is the lifeblood of the world econyproarrying 90% of international
trade with commercial ships worldwide. On riversl aanals, barges are often used
to carry bulk cargo. Seaport terminals handle a&wahge of maritime cargo.
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- Automobiles are handled at many ports and are lyscenlried on specialized
roll-on/roll-off ships.

- Break bulk cargo is typically material stacked allgis and lifted into and
out of the hold of a vessel by cranes on the dakoard the ship itself. The volume
of break bulk cargo has declined dramatically wwittk as containerization has
grown. One way to secure break bulk and freighhtermodal containers is by using
Dunnage Bags.

.- Bulk cargo, such as salt, oil, tallow, and scragates usually defined as
commodities that are neither on pallets nor in @im@rs. Bulk cargoes are not han-
dled as individual pieces, the way heavy-lift amdjgct cargoes are. Alumina, grain,
gypsum, logs, and wood chips, for instance, ark ballgoes.

- Neo-bulk cargo comprises individual units that @@anted as they are loaded
and unloaded, in contrast to bulk cargo that iscoointed, but that are not containe-
rized.

- Containers are the largest and fastest growingoceaegory at most ports
worldwide. Containerized cargo includes everythiirmgn auto parts, machinery and
manufacturing components to shoes and toys torfromsat and seafood.

- Project cargo and the heavy lift cargo include gehke manufacturing
equipment, air conditioners, factory componentaggators, wind turbines, military
equipment, and almost any other oversized or ovght/&argo which is too big or
too heavy to fit into a container.

Cargo was transported by air in specialized cargoadt and in the luggage
compartments of passenger aircraft. Air freightycally the fastest mode for long
distance freight transport, but also the most egpen Air cargo, commonly known
asair freight, is collected by firms from shippers and delivete@ustomers. Aircraft
were first used for carrying mail as cargo in 19E¢entually manufacturers started
designing aircraft for other types of freight adlw&here are many commercial air-
craft suitable for carrying cargo such as the Bgéi7 and the bigger An-124, which
was purposely built for easy conversion into a caagcraft. Such large aircraft em-
ploy quick-loading containers known as unit loagides (ULDs), much like contai-
nerized cargo ships. The ULDs are located in thetfsection of the aircraft.

Intermodal freight transport refers to shipmentat timvolve more than one
mode. More specifically it usually refers to thes ud intermodal shipping containers
that are easily transferred between ship, railteunck.

Governments are very concerned with the shipmemiaajo, as it may bring
security risks to a country. Therefore, many gowents have enacted rules and reg-
ulations, administered by a customs agency, tohdnalling of cargo to minimize
risks of terrorism and other crime. Governmentspandicularly concerned with car-
go entering through a country's borders.

There are many different ways and materials avial&d stabilize and secure
cargo in various modes of transport. Conventiooatilsecuring methods and mate-
rials such as steel strapping and plastic/woodkimgc& bracing have been used for
decades and are still widely used. Present loadgrisgcmethods offer several other
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options including polyester strapping and lashsynthetic webbings and dunnage
bags, also known as air bags or inflatable bags

Common trading terms used in shipping goods intemmally include 4 differ-
ent groups: an E Term (Departure), the F Termse(Aviain Carriage Unpaid), the C
Terms (Main Carriage Paid), and the D Terms (DedgfArrival). Each group of
terms adds more responsibilities to the sellerginels fewer to the buyer.

The E term is EXW or Ex Works. This means thatlibger collects the goods
at the seller's own premises - place of businesxl-arranges insurance against loss
or damage to the goods in transit.

In the second group, the F terms, the seller dalittee goods to a carrier ap-
pointed by the buyer and located in the sellettstty. The buyer arranges insurance.

FCA or Free Carrier means that the goods are delivéo a named place
where the carrier can load them onto a truck, toaiaeroplane.

FAS - Free Alongside Ship means that seller deditee goods to the quay
next to the ship in the port.

FOB - Free On Board means that the seller payl®éaling the goods onto the
ship.

The Cand D terms

In the third group, the C terms, the seller arrangied pays for the carriage or
transportation of the goods, but not for the payiefncustoms duties and taxes.
Transportation of goods is also known as freight.

In CFR - Cost and Freight (used for ocean freighty CPT - Carriage Paid To
... (used for air freight and land freight), theybuis responsible for insurance.

In the terms CIF - Cost, Insurance and Freightdudseocean freight) and CIP
-Carriage and Insurance Paid To ... (used forraight and land freight), the seller
arranges and pays for insurance.

In the fourth group, the D Terms, the seller pditha costs involved in trans-
porting the goods to the country of destinatiosluding insurance.

In DAF - Delivered At Frontier, the importer is psssible for preparing the
documentation and getting the goods through customs

If the goods are delivered by ship to a port, the parties can choose who
pays for unloading the goods onto the quay. Thegwssibilities are:

DES - Delivered Ex Ship - the buyer pays for unlngadhe goods from the
ship

DEQ - Delivered Ex Quay - the seller pays for udiag the goods from the
ship to the quay, and for the payment of custontiesland taxes.

If the goods go through customs and are delivevetthé buyer, there are two
possibilities:

DDU - Delivered Duty Unpaid - the buyer pays anyart taxes

DDP - Delivered Duty Paid - the seller pays anyompaxes.

Ex.1. Answer the questions
1.What does the term “freight” include?
2.What's the best way of land shipping for CIS maPket
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3.What goods are shipped by air?

4.What trading term used in shipping do you know?
5.What does the intermodal freight transport refefs t
6.How do imported goods normally arrive in Belarus?

Ex.2. Label the diagram using the abbreviations Ifaroterms. Look at A, B
and C opposite to help you

Lelber deliers o o
COrFIEr W THs Conery

l'.|||.|'| rlm T FFA poct -|-.||||I'|.'||l

Selles defivers foa pom of dessimsinion

Seller delivers mo rhe cussoens by asr o lamd e g L B kL B s e i1

S
- Lo

Leller delivers ko |1||:.-r|:
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Ex.3. Match the pictures (a-f) with the names (1-6)

ohkwpE

swap-body

container ship

grappler lift

road-railer trailer

river barge

LGV (large goods vehicle)

Ex.4. Match the different types of freight traffle6) with the definitions (a-f).

1. multimoda
2. piggyback
3. intermodal

5. block train
6. single-wagon

4. unaccompaniegthanging modes,

a.The driver does not stay with his road vehiclemytransport by rail or ferr
b. Goods are transported in the same loading unitebicle using differer
modes of transport. The handling of the freightlftés not necessary wh

c. A single shipper uses a whole train which is ruraty from the loadin
point to the destination. No assembling and disabseg is required,

d. Carriage of goods by at least two different modetsamsport, e.g. shippir
by motor lorry and aircraft.
e. Train is formed out of individual wagons or seftsvagons which have dif-
ferent origins and different destinations.
f. Combines road and rail transport: whole motariés, trailers or swap-
bodies are carried by re

Ex.5 Work in pairs. Compare different transport medising some of the ad-
jectives in the box.
Example:l think shipping goods by rail is faster than s@asport.

adjectives transport modes
slow / fas rail

expensive / che:i air

safe roac

suitable sei

reliable river
environmentally friend| pipeline
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Text 8.
Logistics Documentation(Part I)

There are many documents used in logistics. Theygalted: invoices, packing
lists/slips/sheets (manifests), content lists, piwkets, arrival acknowledgement
forms/reports of many types (e.g. MSDS, damageddgjooeturned goods, de-
tailed/summary, etc.), import/export, delivery/| lof lading (BOL), etc. These docu-
ments are usually the contracts between the coesignd the consignor, so they are
very important for both parties and any intermegiéike a third party logistics com-
pany (3PL) and governments. Document handling witlegistics, supply chain
management and distribution centers is usuallyopexd manual labor or semi-
automatically using bar code scanners, softwaretaldtop laser printers. There are
some manufacturers of high speed document automsystems that will automati-
cally compare the laser printed document to theroaad either insert or automatical-
ly apply an enclosed wallet/pouch to the shippiogtainer (usually a flexible poly-
bag or corrugated fiberboard/rigid container). 8ctbn of Privacy and Identity Theft
are major concerns, especially with the increase-Gfommerce, Internet/Online
shopping and Shopping channel (other, past refeseame catalogue and mail order
shopping) making it more important than ever torgotee the correct document is
married or associated to the correct order or sb@igrevery time. Software that pro-
duce documents are; ERP, WMS, TMS, legacy middleveard most accounting
packages.

An invoice, bill or tab is a commercial documergued by a seller to a buyer,
relating to a sale transaction and indicating tloelpcts, quantities, and agreed prices
for products or services the seller had providedanyer.

Payment terms are usually stated on the invoices@hmay specify that the
buyer has a maximum number of days in which to payg is sometimes offered a
discount if paid before the due date. The buyetdcbave already paid for the prod-
ucts or services listed on the invoice.

From the point of view of a seller, an invoice isades invoiceFrom the point
of view of a buyer, an invoice isparchase invoiceThe document indicates the buy-
er and seller, but the termvoice indicates money is owear owing. A typical in-
voice contains

- The wordinvoice

- A unique reference number (in case of corresporalahout the invoice)

- Date of the invoice.

- Credit terms.

- Tax payments if relevant (ExWork or VAT)

- Name and contact details of the seller

- Tax or company registration details of seller.

- Name and contact details of the buyer

- Date that the goods or service was sent or detivere

- Purchase order number (or similar tracking numbegsiested by the buyer
to be mentioned on the invoice)

- Description of the product(s)
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- Unit price(s) of the product(s) (if relevant)

- Total amount charged (optionally with breakdowrnadtes, if relevant)

- Payment terms (including method of payment, datpayiment, and details
about charges for late payment)

In countries where wire transfer is the preferregthad of settling debts, the
printed bill will contain the bank account numbértive debtor and usually a refer-
ence code to be passed along the transactionfidegtthe payer. The European Un-
ion requires a VAT (value added tax) identificatimmmber. Recommendations about
invoices used in international trade are also plediby the UNECE Committee on
Trade, which involves more detailed descriptiortha logistics aspect of merchan-
dise and therefore may be convenient for internatitogistics and customs proce-
dures.

There are different types of invoices:

e Pro forma invoice. In foreign trade, pro formainvoice is a document that
states a commitment from the seller to provide ifigelcgoods to the buyer at specif-
ic prices. It is often used to declare value fastoms. It is not an actual invoice, and
thus the seller does not recorghr@ formainvoice as an account receivable and the
buyer does not record@o formainvoice as an account payable.pfo formain-
voice is not issued by the seller until the sedfled buyer have agreed to the terms of
the order. In a few casespeo formainvoice is issued to request advance payments
from the buyer, either to allow production to startfor security of the goods pro-
duced.

e Credit memo. If the buyer returns the goods, the seller ugusflues a credit
memo for the same or lower amount than the invaoe, then refunds the money to
the buyer, or the buyer can apply that credit mesrenother invoice.

e Commercial invoice — a customs declaration form used in internatitrzale
that describes the parties involved in the shippiagsaction, the goods being trans-
ported, and the value of the goods. It is the printiocument used by customs, and
must meet specific customs requirements, such asl#ttmonized System number
and the country of manufacture. It is used to dateuariffs.

e Debit mema When a company fails to pay or short-pays anige/at is
common practice to issuedabit memdor the balance and any late fees owed. In
function, debit memos are identical to invoices.

e Self-billing invoice. A self billing invoiceis when the buyer issues the invoice
to himself (e.g. according to the consumption Isv& is taking out of a vendor-
managed inventory stock). The buyer (i.e. the igssieould treat the invoice as an
account payable, and the seller should treatanasccount receivable.

e Evaluated receipt settlement (ERS)ERS is a process of paying for goods
and services from a packing slip rather than froseparate invoice document. The
payee uses data in the packing slip to apply tiyenpats.

e Timesheet- Invoices for hourly services issued by businesech as law-
yers and consultants often pull data from a timesh& timesheet invoice may also
be generated by Operated equipment rental comparmese the invoice will be a

combination of timesheet based charges and equipmetal charges.
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e Statement A periodic customer statement includes openirignae, invoic-
es, payments, credit memos, debit memos, and ehdilagce for the customer's ac-
count during a specified period. A monthly statetrean be used as a summary in-
voice to request a single payment for accrued nipctiarges.

e Progress biling used to obtain partial payment on extended caistrpar-
ticularly in the construction industry (see Schedufl values)

e Collective Invoicing is also known as monthly invoicing in Japan. Jagan
businesses tend to have many orders with small atadiecause of the outsourcing
system (Keiretsu), or of demands for less inventmwgtrol (Kanban). To save the
administration work, invoicing is normally procedsen monthly basis.

e Continuation or Recurring Invoicing is standard within the equipment rental
industry, including tool rental. A recurring inveids one generated on a cyclical ba-
sis during the lifetime of a rental contract. Frammple if you rent an excavator from
1 January to 15 April, on a calendar monthly agdalling cycle, you would expect
to receive an invoice at the end of January, am@hthe end of February, another at
the end of March and a final Off-rent invoice wolde generated at the point when
the asset is returned. The same principle woulddmpted if you were invoiced in
advance, or if you were invoiced on a specific dbthe month.

e Electronic Invoicing is not necessarily the same as EDI invoicing. tEbec
invoicing in its widest sense embraces EDI as a&IKML invoice messages as well
as other format such as pdf. Historically, othenfats such as pdf were not included
In the wider definition of an electronic invoicedageise they were not machine reada-
ble and the process benefits of an electronic ngessauld not be achieved. Howev-
er, as data extraction techniques have evolvedaanehvironmental concerns have
begun to dominate the business case for the impieten of electronic invoicing,
other formats are now incorporated into the widsfimation.

Organizations purchasing goods and services ushall¢ a process in place
for approving payment of invoices based on an eyga@ confirmation that the
goods or services have been received. Typicallyenmbaying an invoice, a remit-
tance advice will be sent to the supplier to infah@m their invoice has been paid.

Invoices are different from receipts. Both invoicesd receipts are ways of
tracking purchases of goods and services. In gktieracontent of the invoices can
be similar to that of receipts including trackirge tamount of the sale, calculating
sales tax owed and calculating any discounts appii¢he purchase. Invoices differ
from receipts in that invoices serve to notify cumsérs of payments owed, whereas
receipts serve as proof of completed payment.

Ex.1. Match the beginnings of the sentences (1#6)the endings (a-f).

1.1 would need some information a. would recommend rail transport.

2. Could you let me know b. by courier if you prefer.

3.In that case | suggest that you c. regarding loading times.

4. For a consignment this size | d. what the transit times are?

5. Of course it would also be e. possible to ship by express service instead.
6. We can also arrange transport f. use the cheaper sea freight option.
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Ex.2. Put the words in the right order.

1.a shipment / send / us / a quotation / please//tioMinsk

2.state / delivery date / please / in your quotatigour earliest

3.let us / could / the following / please / have atation / including / details /
you ?

4.a part truck load / shipping rates / what / yofar// to Birmingham / are ?

5.0n sailing times / your quotation / detailed infatron / should / and insur-
ance rates / also include

6. the following consignment / please / for / of / tribthe transport

Ex. 3. Complete the sentences with words fromalxe b

\ so because although due as aresddspite because in spite \

1.0ur customer wants to ship valuable freight,  we need to think about
insurance.

2.A part of the shipment seems to be damaged rough handling.

3. the customer needed them urgently, the gomddn't be delivered
at the weekend.

4.The flight was cancelled to bad weather.

5.The driver had the wrong address. , it tookthree hours to deliv-
er the pallets.

6.The consignment arrived on time all the custéormalities at the
border.

7.We are unable to ship today we've had prableith our dispatch.

8. being well secured, the load was damagedral.

Ex.4. Choose the correct words to complete thesesees.

1.The documents stated the wrong quantities. As as@m@result/cause), the
shipment was not accepted at the warehouse.

2.The delay was (found/noticed/caused) by an acciolefthe motorway.

3.When | spoke to the logistics manager, it (notisad/turned) out that they
had used different packing material.

4.Unfortunately, we are unable to deliver the consignt (due to/because/so)
technical problems in our warehouse.

5. (Although/In spite of/But) the delay, the delivewl still arrive on time.

6.What is the (cause/reason/result) for this delay?

Ex.5. Complete the sentences viaighor until.

1. I'll make sure that the documents arrive the end of the
week. 2. We have to arrange shipment August 4. 3. I'm afraid there
will be delays the beginning of Jalyl'hey said we would receive
the consignment Monday. 5. Call rtieeife are any problems. I'll
be in my office 6.30 today. 6. Waimegthe good s
March 15",
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Text 9.
Logistics Documentation(Part Il)

Documentary credits

A company which sells goods or services to othenaees is known as an ex-
porter. A company which buys products from otheuntaes is called an importer.
Payment for imported products is usually by docuiagncredit, also called a letter
of credit. This is a written promise by a bank &y @ certain amount to the seller,
within a fixed period, when the bank receives istions from the buyer.

Documentary credits have a standard form. Theyrgdpeontain:

a. a short description of the goods

b. a list of shipping documents required to obfapment (see C below)

c. a final shipping date

d. a final date (or expiration date) for presentimg documents to the bank.

Documentary credits are usually irrevocable, meartimat they cannot be
changed unless all the parties involved agreevdoable credits guarantee that the
bank which establishes the letter of credit wily plae seller if the documents are pre-
sented within the agreed time.

Bills of exchange

Another method of payment is a bill of exchangaed@ft. This is a payment
demand, written or drawn up by an exporter, instngcan importer to pay a specific
sum of money at a future date. When the bill matuttee importer pays the money to
its bank, which transfers the money to the expasrieank. This bank then pays the
money to the exporter after deducting its charges.

A bank may agree to endorse or accept a bill ohamxge before it matures. To
endorse a bill is to guarantee to pay it if thedyuyf goods does not. If a bill is en-
dorsed by a well-known bank, the exporter can iselt a discount in the financial
markets. The discount represents the interestulgerbof the bill could have earned
between the date of purchase and the bill's mgtdate. When the bill matures, the
buyer receives the full amount. This way the exgrogets most of the money imme-
diately, and doesn't have to wait for the buygudg the bill.

Export documents

Exporters have to prepare a number of documeng® twith the shipment or
transportation of goods.

« The commercial invoice contains details of the googuantity, weight,
number of packages, price, terms of delivery, teohpayment, and information
about the transportation.

» The bill of lading is a document signed by the iearor transporter (e.g. the
ship's master) confirming that the goods have beeaived for shipment; it contains
a brief description of the goods and details of itteey are going.

» The insurance certificate also describes the gandscontains details of how
to claim if they are lost or damaged in transithilerbeing transported.

» The certificate of origin states where the goodaedrom.
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* Quality and weight certificates, issued by priviatgoection and testing com-
panies, may be necessary, confirming that these¢hareorrect goods in the right
guantity.

* An export license giving the right to sell parti@uboods abroad is necessary
in some cases.

Ex.1. Are the following statements true or false?

1. With a letter of credit, the buyer tells the banken to pay the seller.

2. Letters of credit are only valid for a certain l&émgf time.

3. An exporter usually has the right to change aietteredit.

4.The bill of lading confirms that the goods haverbdelivered to the buyer.

5.With a bill of exchange, the seller can get moghefmoney before the buy-
er pays.

6. Bills of exchange are sold at less than 100%, bdéemed at 100% at ma-
turity.

Ex.2. Put the sequence of events in the correarord

a.A bank accepts or endorses the bill of exchange.

b.The accepting bank pays the full value of the dillexchange to whoever
bought it.

c. The exporter sells the bill of exchange at a diston the money market.

d.The importer receives the goods and pays its bank.

e.The importer's bank transfers the money to thetwebank.

f. The seller or exporter writes a bill of exchanged aends it to the buyer or
importer (and ships the goods).

Ex.3.Fill gaps in sentences

1.Exporters can get paid sooner if a bill of exchaisge................ by a bank.

2.The bill of lading and the insurance certificatétbo............... the goods.

3.Exporters................. goods to foreign cowdri

4.The transporter................... a document camfig that it has.................. the
goods.

5.In order to be paid, the exporter has to...........the shipping documents to

a specific bank.

Ex.4. Complete this list of documents used in gorénade with words from the
box.

approved authority required commercidhdicating draft receipt conditions
carriage  hazardous

Commercial invoice

A document that contains specific information relyag the goods shipped and
the agreed between buyer and seller.
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Certificate of origin
Document used in foreign trade which states wheeegpbods were produced.

It is often by customs authorities.

Packing list

A document which specifies the contents of any fofrpackaging, e.g. boxes,
containers, cartons, without the valub®foods shipped.

Air wayhbill

A contract between airline and shipper. It is @pimg document which states
the terms and conditions of and is alszapt for the consignment.

Consular invoice
A special kind of invoice sometimes required by th®gporting country. It
needs to be by an embassy.

Pro forma invoice

A invoice which the seller prepares leefie actual shipment
takes place.

Export license

A document which is granted by a government and states that spe-

cified goods can be exported.

Customs invoice
A specific document required by customs in soment@s e.g. US when im-
porting goods. It includes more details than a invoice.

Dangerous goods declaration
Certificate prepared by the shipper/consignor whsthtes that
goods are handled according to international shgppegulations.

Bill of lading
A contract between carrier and shipper which spescthe goods to be shipped
and the delivery terms. It is also a lopreent and accompanies the

goods until they reach their destination.

Ex.5. Match the payment methods (1-6) with thendiefins (a-f).
1. advance payment

2.cash on delivery

3. open account

4. documents against payment

5. documentary credit

6. bank guarantee
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a.Customer pays immediately on receiving the goodiss $ervice is usually
provided by the post office.

b.Used to cover financial risk in international traaogons e.g. if a buyer does
not pay.

c.The exporter supplies the goods and the importeidater pays for them at
an agreed date in the future.

d.Involves the buyer's and the seller's bank. It sanise made by the open-
ing bank that payment will be made on receivinguoents that comply with the
terms agreed.

e.Also called cash against documents (CAD). It mehas the exporter has
full control over the documents until payment hasrbmade by the importer.

f. Customer/importer has to pay for the goods befueg aire shipped.

Text 10.
Reverse Logistics

Text Reverse logistics is the process of movingdgaoom their typical final
destination for the purpose of capturing valuepmper disposal. Remanufacturing
and refurbishing activities also may be includedhia definition of reverse logistics.
The reverse logistics process includes the managesnel the sale of surplus as well
as returned equipment and machines from the haedigasing business. Normally,
logistics deal with events that bring the prodwetdrds the customer. In the case of
reverse logistics, the resource goes at least tepebsick in the supply chain. For in-
stance, goods move from the customer to the digtitor to the manufacturer.

When a manufacturer's product normally moves thnahg supply chain net-
work, it is to reach the distributor or customenyArocess or management after the
sale of the product involves reverse logisticshé product is defective, the customer
would return the product. The manufacturing firmukbthen have to organize ship-
ping of the defective product, testing the prodd@dmantling, repairing, recycling or
disposing the product. The product would travetamerse through the supply chain
network in order to retain any use from the defecproduct. The logistics for such
matters is reverse logistics.

In today's marketplace, many retailers treat merdisa returns as individual,
disjointed transactions. The challenge for retaibrd vendors is to process returns at
a proficiency level that allows quick, efficientchnost-effective collection and return
of merchandise. Customer requirements facilitateade for a high standard of ser-
vice that includes accuracy and timeliness. It&s lthgistic company's responsibility
to shorten the link from return origination to ttv@e of resell. By following returns
management best practices, retailers can achiesteirms process that addresses both
the operational and customer retention issues aedcwith merchandise re-
turns.http://en.wikipedia.org/wiki/Reverse_logistic cite_note-5 Further, because of
the connection between reverse logistics and cuestoatention, it has become a key
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component within Service Lifecycle Management (SL&lbusiness strategy aimed
at retaining customers by bundling even more coathn of a company's services
data together to achieve greater efficiency imjgsrations.

Reverse logistics is more than just returns managenit is activities related
to returns avoidance, gatekeeping, disposal andth#r after-market supply chain
iIssues. Returns management — increasingly beimgynezed as affecting competitive
positioning — provides an important link betweerrketing and logistics. The broad
nature of its cross-functional impact suggests finaas would benefit by improving
internal integration efforts. In particular, a fisrability to react to and plan for the
influence of external factors on the returns mansage process is improved by such
internal integration. In a firm's planning for rets, a primary factor is the remaining
value of the material returning and how to recoWet value. Returned goods, or
elements of the product, could even be returnesuppliers and supply chain part-
ners for them to re-manufacture.

In certain industries, goods are distributed to mstweam members in the
supply chain with the understanding that the gaudsg be returned for credit if they
are not sold e.g., newspapers and magazines. Ttisaa an incentive for down-
stream members to carry more stock, because thefr@solescence is borne by the
upstream supply chain members. However, theresssaUistinct risk attached to this
logistics concept. The downstream member in th@lgughain might exploit the sit-
uation by ordering more stock than is required getdrning large volumes. In this
way, the downstream partner is able to offer heylel of service without carrying the
risks associated with large inventories. The sep@ifectively finances the inventory
for the downstream member. It is therefore impdrtaranalyze customers’ accounts
for hidden costs.

In case of e-commerce business, many websites toieltexibility of cash on
delivery (COD) to their customers. Sometimes custenrefuse the product at the
time of delivery, as there is no commitment to t#ke product. Then the logistics
service provider follows the process of reverseskogs on the refused cargo. It is al-
so known as Return to Origin (RTO). In this pro¢cékse e-commerce company adds
the refused cargo to its inventory stock agairergfroper quality checks as per the
company's rules.

In case of the Demonstration of Products to thentlias part of Pre-Sales
process, The Demonstration equipment is sent t€tlstomer and has to be returned
to maintain Revolving Inventory.

Ex.1. Answer the questions

1. How would you define reverse logistics? 2. Wihas the process of reverse
logistics include? 3. How can you explain the egpien “one step back in the supply
chain”? 4. How would you define the term “Servicéfecycle Management’?
5. What are downstream members in supply chailkid®. does reverse logistics op-
erate in e-commerce? 7. How would you define tha t&eturn to Origin”? 8. Have
you ever met with reverse logistics in your owehf
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Ex.2 Find in the right column the English equivdeto the following words.

a. MyHKT Ha3HAYCHHS 1. destination

b. BoccranoBieHnE 2. refurbishing
C. M3JIUIIKH 3. surplus

d. nemoHTaXK 4. dismantling
€. yTHIIN3alusl 5. recycling

f. po3HUYHBIC MPOIABIIBI 6. retailers

J. MOCTaBITUKH 7. vendors

h. u3HOC 8. obsolescence

Ex.3. Match the words (1-8) with their definitiof@gh) below.

1. transshipment a. direct flow of goods from receipt at warehouwssltipping, bypassing
2. break-bulk storage

3. cross-docking b. collecting and handling of used or damaged goods reusable tran-
4. order picking sit equipment

5. reverse logistics c. loading goods from one means of carriage ontoham

6. tracking and tracing |d. selecting and assembling items from stock fggrabnts

7. warehousing e. packing goods in small, separable units

8. collection f. picking up goods at a named place

g. receiving and storing goods
h. locating items in transit

Ex.4. Write an essay: “Reverse logistics is fundatal part of e-commerce
business”

Text 11.
My Future Profession

There are many interesting and useful professiodsitais really not an easy
task to choose the right one.

| began to think about my future profession atdhge of 16. My favorite sub-
jects at school were mathematics and English. Machters were well-educated
people with broad outlook and deep knowledge ofstiigects. They encouraged me
in my desire to become a logistician. Now | knowllwehat I'm going to do after
leaving school. | didn't make a blind choice. Itswet a sudden flash either. | opted
for a career in logistics. | came to this decidittie by little. It was my father who
aroused my interest in that field. You see, he Imisinessman and | often saw him
work at home and discuss business matters withdlisagues. Later | got interested
in the matter.

Logisticsis the management of the flow of goods betweerpthet of origin
and the point of consumption in order to meet soetgiirements, of customers or
corporations. A logistician is a professional l&igis practitioner. The main functions
of a qualified logistician include inventory managent, purchasing, transportation,
warehousing, consultation, and the organizing dadnung of these activities. Logis-
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ticians combine a professional knowledge of eadhede functions to coordinate re-
sources in an organization. Professional logisigiare often certified by profession-
al associations. One can either work in a puresta@ company, such as a shipping
line, airport, or freight forwarder, or within tHegistics department of a company.
Logistics is a broad field, encompassing procurégmeroduction, distribution, and
disposal activities. Hence, career perspectivedarad as well. A new trend in the
industry are the 4PL, or fourth-party logisticsnfs, consulting companies offering
logistics services.

To become a good specialist in logisticee must know many sciences, such as
business economics, geography, finance and credigsstics, history of economic
theory and philosophy, mathematics, as well as @oon management and, of
course, international trade business.

It is very important for a specialist in businesattars to be a skilful user of
computers and to speak at least one foreign lagutghould better be English as it
Is the most popular language of international bessrcommunication.

So passed my entrance exams successfully and aawthe first-year student
of Brest State Technical University. I'll try toudly to the best of my abilities to
achieve my life's ambition and to justify the hopésny parents. | also hope that I'll
never regret my choice and get a well-paid andesteng job afterwards.

Ex.1. Complete the job advertisement for a cori@ocurement manager
with words from the box.

fulfilment negotiation 3PL providers rgocurement command vendors supphain
relationship

We are looking for a proactive and dynamic profasai to take care of our
strategic procurement and supplier managem

Reporting to the Director of Corporate Procureméms, successful applicant
will be responsible for managing both internal @&xternal customers and for work-
ing with the appointed . While liaising lwihe team, :
and related stakeholders, you will also be involiregroviding business support to
optimize finance-logistics processes, order and logistics costs.

Other responsibilities include providing initiats/éo help maximize company
business profitability and efficiency.

The ideal candidate should have a degree in management or logistics
management with a deep understanding and knowlefdidpe China logistics market.
You should have at least 5 years' experience irulimational company and you
should possess outstanding skills. Basddaicau, excellent of
English and Cantonese is a must with Mandarin aarsdge.

If you are interested in this role, please send ¥&Wi in Word format to ......

Ex.2. Read the job advertisement again and antveequestions.
1. What area will the new corporate procurementagar head? 2. What are the
procurement manager's main responsibilities? st or three. 3. Who will he/she
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collaborate with closely in his/her job? 4. Whatlifications are expected? 5. What
kind of experience is required?

Can you think of other areas which are importanprocurement? Discuss with a
partner.

Ex. 3. Complete the sentences with words fromalxe b

| experience background hours knowledge cogpgob |

1. You need to have a through of revergistics to apply for this posi-
tion. 2. He s not with his mundane . 3baAha is a widely recognized and
prosperous . 4. Most of our employees \ilerible . 5. The pay
depends on previous . 6. Our course is mEsign provide the analytical

necessary for students wishing to studinkas now.

Ex.4. Complete the sentences with suitable preposi
1. The pay depends previous experience.s2litAble candidate will have
least 2 years logistics experience. 3. Thekected an interview will be
contacted. 4. We are currently looking an Officemistrator join out team.
5. The candidate is expected have throughvlkdge of budgeting. 6. The
candidate must be able work differemjepts simultaneously.

Ex.5. Write an essay “l want to work in logistlmssiness.”

Part Il.
Supplementary Reading

Development of Logistickogistics activity is literally thousands of yeantsl,
dating back to the earliest forms of organizeddrakks an area of study however, it
first began to gain attention in the early 1900&hm distribution of farm products, as
a way to support the organization's business giyasnd as a way of providing time
and place utility.

Military Logistics. Following the clear importance of the contributmilogis-
tics toward the Allied victory in World War I, legtics began to receive increased
recognition and emphasis. Just as in the Persidi/@u in 1990-1991, the ability to
efficiently and effectively distribute and storepplies and personnel were key fac-
tors in the success of the U.S. Armed Forces.

The first dedicated logistics texts began to appethe early 1960s, which al-
so is the time that Peter Drucker, a noted busieapgrt, author, and consultant,
stated that logistics was one of the last realtieos of opportunity for organizations
wishing to improve their corporate efficiency. Tadactors combined to increase the
interest in logistics.
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Deregulation.To further fuel the focus on logistics, dereguatof the trans-
portation industry in the late 1970s and early X98§@ve organizations many more
options and increased the competition within artevben transportation modes. As a
result, carriers became more creative, flexiblsi@mmer-oriented, and competitive in
order to succeed. Shippers are now faced with nmose transportation options.
They can focus on negotiation of rates, terms, sardices, with their overall atten-
tion directed toward getting the best transpontakioy.

Competitive PressuredVith rising interest rates and increasing energsts
during the 1970s, logistics received more attenéi®i@ major cost driver. In addition,
logistics costs became a more critical issue fonynarganizations because of the
globalization of industry. This has affected lomgistin two primary ways.

First, the growth of world class competitors frother nations has caused or-
ganizations to look for new ways to differentidteit organizations and product of-
ferings. Logistics is a logical place to look besawdomestic organizations should be
able to provide much more reliable, responsiveiserto nearby markets than over-
seas competitors.

Second, as organizations increasingly buy anda$tshore, the supply chain
between the organization and those it does busimigéisdecomes longer, more cost-
ly, and more complex. Excellent logistics managememeeded to fully leverage
global opportunities.

Another factor strongly contributing to the incsed emphasis and importance
of logistics is a continued and growing emphasiscost control. A survey of chief
executive officers of Fortune 500 manufacturinghrand Fortune 500 service firms
indicated that they believed that the most impdrieay to improve company profit-
ability was through cost cutting and cost contiidius, despite all the talk and em-
phasis on other issues, such as quality and custeemeice which CEOs rated as
second and third in importance, cost cutting issten as the most important factor.

Information Technology. At about this same tinmprmation technology real-
ly began to explode. This gave organizations thiyabo better monitor transaction
intensive activities such as the ordering, movemand storage of goods and mate-
rials. Combined with the availability of computestz quantitative models, this in-
formation increased the ability to manage flows smdptimize inventory levels and
movements. Systems such as materials requiremiamsipg (MRP, MRP 1), distri-
bution resource planning (DRP, DRP II), and justimne (JIT) allow organizations to
link many materials management activities, fromeorgrocessing to inventory man-
agement, ordering from the supplier, forecastind) @oduction scheduling.

Other factors contributing to the growing interestogistics include advances
in information systems technology, an increased h&sis on customer service,
growing recognition of the systems approach anal wist concept, the profit leve-
rage from logistics, and the realization that logsscan be used as a strategic weapon
in competing in the marketplace.

Channelpower.The shifting of channel power from manufacturersetailers,
wholesalers, and distributors has also had a pnof@ampact on logistics. When com-
petition rises in major consumer goods industtiasre is a shakeout of many suppli-
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ers and manufacturers, so that a few leading cotopetemain. Those remaining are

intensely competitive and offer very high-qualitsogucts. In many cases, the con-

sumer sees all of the leading brands as substitoitessach other. Lower brand-name

loyalty decreases a manufacturer's power. Thisas®s the retailer's power because
sales are determined by what is in stock, not bgtylarticular brands are offered.

Profit Leverage.The profit leverage effect of logistics illustratdsat $1.00
saved in logistics costs has a much greater impad¢he organization's profitability
than a $1.00 increase in sales. In most organirgtgales revenue increases are more
difficult to achieve than logistics cost reductioiiis is particularly true in mature
markets, where price cuts are often met by the etitrgn, and revenue in the whole
industry thus declines.

There are many costs associated with a sale,asitiie cost of goods sold and
logistics-related costs. Thus, a $1.00 increasgalas does not result in a $1.00 in-
crease in profit. If, for example, an organizasonét profit margin (sales revenue
less costs) is 2 percent, the firm only receivéefare tax profit of $0.02, from each
sales dollar. Yet, any dollar saved in logisticesloot require sales or other costs to
generate the savings. Therefore, a dollar savemistics costs is a dollar increase in
profit! As a result, logistics cost savings havechunore leverage, dollar for dollar,
than an increase in sales. Thus, the term, thdit'pewerage effect of logistics," is
relevant.

Systems Approach/Integratiomhe systems approach is a critical concept in
logistics. Logistics is, in itself, a system; itasnetwork of related activities with the
purpose of managing the orderly flow of materiatl @®rsonnel within the logistics
channel. It shows amplified example of the netwairkelationships that logistics has
to manage in a channel of distribution.

Systems Approach/Integratiofhe systems approach is a critical concept in
logistics. Logistics is, in itself, a system; itasetwork of related activities with the
purpose of managing the orderly flow of material @ersonnel within the logistics
channel. It shows a simplified example of the neknad relationships that logistics
has to manage in a channel of distribution.

The systems approach simply states that all fonstor activities need to be
understood in terms of how they affect, and arecié#id by, other elements and activ-
ities with which they interact. The idea is thabife looks at actions in isolation, he
or she will not understand the big picture or haswtsactions affect, or are affected
by, other activities. In essence, the sum, or ou&of a series of activities, is greater
than its individual parts.

While it might be desirable to have high inventtgyels in order to improve
customer order fulfillment, high inventory levetgrease storage costs as well as the
risk of obsolescence. Those unfavorable factord imeistraded off" with the favora-
ble aspects of a decision before arriving at asi@cion inventory levels. Without
considering the impact of decisions on the largstesn, such as the firm or the dis-
tribution channel, sub-optimization often occurealfmeans while the individual ac-
tivities in that system appear to be operating vib# net result on the total system is
relatively poor performance. To understand the dpipdies for improvement, and
the implication of those opportunities, the systaenst be viewed as a whole.
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Without understanding the channel-wide implicasiai logistics decisions to
Improve service levels, excess inventory will bemirbuild up at the links along the
supply chain. This excess inventory will tend torgase costs throughout the chan-
nel, but it serves as a buffer to protect agaimstuncertainty of how other channel
members will behave. Thus, the system as a whdésssefficient than it could oth-
erwise be. To get around that issue, organizatikadHewlett-Packard's DeskJet Di-
vision have taken a systems approach to managegnehinventories.

The systems approach is at the core of the nexraletopics discussed. The
systems approach is key to understanding the fdtgstics in the economy, its role
in the organization, including its interface wittarketing, the total cost concept, and
logistics strategy.

While it might be desirable to have high inventtgyels in order to improve
customer order fulfillment, high inventory levelxrease storage costs as well as the
risk of obsolescence. Those unfavorable factord tmistraded off" with the favora-
ble aspects of a decision before arriving at asi@eion inventory levels. Without
considering the impact of decisions on the largstesn, such as the firm or the dis-
tribution channel, sub-optimization often occurealfmeans while the individual ac-
tivities in that system appear to be operating vib# net result on the total system is
relatively poor performance. To understand the dpipdies for improvement, and
the implication of those opportunities, the systaeost be viewed as a whole.

Without understanding the channel-wide implicasiari logistics decisions to
Improve service levels, excess inventory will bemirbuild up at the links along the
supply chain. This excess inventory will tend torease costs throughout the chan-
nel, but it serves as a buffer to protect agaimstuncertainty of how other channel
members will behave. Thus, the system as a whdésssefficient than it could oth-
erwise be. To get around that issue, organizatikadHewlett-Packard's DeskJet Di-
vision have taken a systems approach to managegnehinventories.

The systems approach is at the core of the nexraletopics discussed. The
systems approach is key to understanding the fdtgstics in the economy, its role
in the organization, including its interface wittarketing, the total cost concept, and
logistics strategy.

The Relationship of Logistics Activities to Logists Costs

Logistics costs are driven or created by the digts/that support the logistics
process. Each of the major cost categories — c@stservice, transportation, ware-
housing, order processing and information, lot giiyaand inventory carrying — are
discussed below.

Customer Service LevelShe key cost trade-off associated with varyingele
of customer service is the cost of lost sales. Eethat are spent to support customer
service include the costs associated with ordéitlfaént, parts, and service support.
They also include the costs of return goods haggdivhich has a major impact on a
customer's perception of the organization's serageavell as the ultimate level of
customer satisfaction.

45



The cost of lost sales includes not only the éasttribution of the current sale,
but also potential future sales from the custonm&t ilom other customers due to
word-of-mouth negative publicity from former custers. A recent estimate indi-
cated that every disgruntled customer tells anagesof nine others about his or her
dissatisfaction with the product or service. Ihaswonder that it is extremely difficult
to measure the true cost of customer service!

Thus, the best approach is to determine desireelsleof customer service
based on customer needs, and how those needdentedfoy expenditures on other
areas of the marketing mix. The idea is to minintieetotal cost, given the customer
service objectives. Because each of the othemfigmr logistics cost elements work
together to support customer service, good dataegded regarding expenditures in
each category.

Transportation CostsThe activity of transporting goods drives transaon
costs. Expenditures that support transportatiorbeaviewed in many different ways,
depending on the unit of analysis. Costs can legoatzed by customer, product line,
type of channel such as inbound versus outbourttisaron. Costs vary considerably
with volume of shipment (cube), weight of shipmediistance, and point of origin
and destination. Costs and service also vary ceratly with the mode of transpor-
tation chosen.

Warehousing CostdVarehousing costs are created by warehousing t@d s
rage activities, and by the plant and warehousgesgilection process. Included are all
of the costs that vary due to a change in the numblecation of warehouses.

Order Processing/Information Systems Co$tss category includes costs re-
lated to activities such as order processing, idigion communications, and fore-
casting demand. Order processing and informaticscare an extremely important
investment to support good customer service lewld control costs. Order
processing costs include such costs as order traakmorder entry, processing the
order, and related internal and external costs agatotifying carriers and customers
of shipping information and product availabilityhiSpers and carriers have invested
a great deal in improving their information systengsinclude technology such as
electronic data interchange (EDI), satellite datngmission, and bar coding and
scanning shipments and sales. There also has kgemvtn in more sophisticated in-
formation technology, such as decision supportesyst artificial intelligence (Al),
and expert systems.

Lot Quantity CostsThe major logistics lot quantity costs are dugtocure-
ment and production quantities. Lot quantity camts purchasing- or production-
related costs that vary with changes in order siZeequency and include:

1. Setup costs.

a. Time required to set up a line or locate a sapphd place an order.

b. Scrap due to setting up the production line.

c. Operating inefficiency as the line begins to,ron as a new supplier is
brought on board.

2. Capacity lost due to downtime during changeafdine or changeover to a
new supplier.
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3. Materials handling, scheduling, and expediting.

4. Price differentials due to buying in differeniatities.

5. Order costs associated with order placemenhandling.

These costs must not be viewed in isolation bexthey also may affect many
other costs. For example, a consumer goods manvéachat produces large produc-
tion runs may get good prices from suppliers angehang efficient production runs,
but requires more storage space to handle large @ustomer service levels may
suffer as order fulfillment declines because preslare produced infrequently, in
large batches, and with inventory going to zero @mating stockout situations in be-
tween runs. This may increase information and opdecessing costs, as customers
frequently call to check on availability of backdered products, and cancel back or-
ders.

Transportation costs also may rise as customersemt partial or split ship-
ments. Inventory carrying costs will rise as laggentities of inventory are held until
depleted, due to large batch sizes. The implicatioone cost upon another must be
explicitly considered

Inventory Carrying Costslhe logistics activities that make up inventoryrga
ing costs include inventory control, packaging, aatvage and scrap disposal. Inven-
tory carrying costs are made up of many elememtsdécision-making purposes, the
only relevant inventory costs to consider are thibsé¢ vary with the amount of in-
ventory stored. The four major categories of ineentost are:

1. Capital cost, or opportunity cost, which is tearn that the company could
make on the money that it has tied up in inventory.

2. Inventory service cost, which includes insurasce taxes on inventory.

3. Storage space cost, which includes those wasaigpspace-related costs
which change with the level of inventory.

4. Inventory risk cost, including obsolescencefepalige, relocation within the
inventory system, and damage.

Developing Logistics Strategy

Understanding the organization's overall stragy the key trade-offs in that
organization are important to developing logistttetegy. The primary goal of logis-
tics in any
organization is to support the organization's austoservice goals in an effective
and efficient manner. To do that, the logisticschion and the organization's man-
agement need to know:

1. What do customers desire in terms of custometiceelevels and capabili-
ties?

2. How is the competition performing in terms ostmamer service?

3. How is the organization performing today compavath the competition
and, particularly, on those areas that the cust@®ereives as important?

Logistics costs also are an important aspect afyaimg alternative logistics
service offerings.
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Answering questions one and two above can be adwragd through a marketing
and logistics audit of the external environmentswaring the third question can be
accomplished by conducting an internal audit inj@oction with customer service,
In conjunction with strategy.

Based on this analysis, an organization can ifjeits own strengths and
weaknesses, and what may be potential opporturitidshazards in the marketplace.
Objectives or goals for the logistics function #res formulated. Based on the objec-
tives, alternative strategies or plans of actioedn® be developed in support of those
objectives. The analysis should include the impiices of each alternative on other
functions and performance parameters, as well analysis of the total cost of each
alternative. Thus, a systems approach is required.

Once a decision has been made concerning logstiagegy, the organization
must ensure that its current logistics structuradequate to achieve that strategy, or
adjust the channel structure accordingly. Propanchkl design is an important con-
cern for logistics professionals.

Future Challenges and Areas for Logistics Performace Improvement

As the role of logistics grows and takes on gre@a@ortance in achieving the
overall goals of the organization, logistics neasneet the challenge and improve
its performance to support those goals. Some afeggortunity include:

1. Greater participation in setting organizatiosalategy and the strategic
planning process.

2. Total quality management (TQM).

3. Identification of opportunities for using loges as a competitive wea-
pon/marketing strength.

4. Just-in-time (JIT) logistics.

5. The use of quick response (QR) and efficientsaarer response (ECR)
techniques.

6. Improved understanding of and accounting foiskigs costs.

7. Better understanding of global logistics issaed improved logistics infor-
mation systems.

8. Greater participation of logistics professior@tswork teams.

9. Appropriate understanding and use of outsour@agnerships, and strateg-
ic alliances.

10. Greater understanding and appropriate apmicati technology.

11. Green marketing.

Each of these issues is explored below.

1. Strategic Planning and Participation
Many surveys show the increasing participationhef lbgistics function in competi-
tive strategy. Activities such as logistics budggtand control, inventory planning
and positioning, and customer service have becompertant parts of the organiza-
tion's strategic planning process. A study suppdoiethe Council of Logistics Man-
agement illustrates that strategic planning isqveréd by the majority of logistics
48



organizations studied. Bergen Brunswig, a mulidmlldollar drug wholesaler, re-
ports that logistics participation in strategicrplang is critical, with the vice presi-
dent of Logistics attending corporate strategy mgstand serving on the task force
which thinks strategically about the future.

Total Quality Management

Total quality management (TQM) is a philosophyt thlaould be embedded in
all aspects of logistics operations. Going beyoimdpk "quality control,” which
monitors for problems in actual performance after fiact, TQM is a philosophy that
Is integrated in designing logistics systems taeahdesired results, performing lo-
gistics activities, and monitoring results. Totalality management involves being
proactive in performing the right activity the riglvay the first time, and continuing
to perform it to the required level. In logisti¢kat could translate into short, predict-
able transit times, certain levels of in-stock &ldlity, and certain fill rates on cus-
tomer orders.

One reason that logistics has received more aiteas a strategic function is
the growing recognition given to it in the MalcoBaldrige National Quality Award.
This award, administered by the U.S. Departmen€Commerce, was designed to
recognize organizations that have achieved anamdstg level of quality and com-
petitive excellence in the global marketplace. Marganizations are using the award
criteria to evaluate and improve their quality ggdares, even if they do not intend to
apply for the award.

Twenty-five percent of the points used in judgimgplicants for awards are
based on customer satisfaction. The "customer faodssatisfaction" category rates
the company's knowledge of the customer, responssss overall customer service
systems, and ability to meet requirements and e¢apexs. Thus, an organization
must have a good logistics system and include tiogisn its strategic planning
process to score well in this major area.

The ISO 9000 (International Organization for Stadlization) series is an in-
ternationally recognized certification program wdigr the quality processes of firms
are audited to verify whether they have well-docoted and effective quality
processes in place. It was born in Europe in 198@n effort to support trade be-
tween countries and companies.

Just-in-Time

Just-in-time (JIT) is an inventory management gguphy aimed at reducing
waste and redundant inventory by delivering proslucbmponents, or materials just
when an organization needs them. JIT has profomptigations on logistics systems.
JIT requires close coordination of demand needshgnmyistics, carriers, suppliers,
and manufacturing. JIT also represents a tremendppsrtunity for the logistics
function to contribute to the organization's susckg reducing inventory while si-
multaneously maintaining or improving customer gar\Vevels. Thus, JIT represents
an important trend in inventory management that kel discussed throughout this
text. Applications of JIT principles to the retaihd grocery sectors are discussed be-
low in relation to quick response and efficient &@mer response.
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Quick Response

Quick response (QR) is a retail sector strategichvikombines a number of
tactics to improve inventory management and efficye while speeding inventory
flows. Most QR is between manufacturer and retaitdy. When fully implemented,
QR applies JIT principles throughout the entireptyghain, from raw material sup-
pliers through ultimate customer demand.

The concept works by combining electronic dataraftange (EDI) with bar coding
technology, so that the customer sales are traickeckdiately. This information can
be passed on to the manufacturer, who can thefy mstraw material suppliers, and
schedule production and deliveries as requireddetmeplenishment needs. This al-
lows inventory reductions while speeding respomse,tlowering the number of out-
of-stock products, and reducing handling and olsselece. While QR began in the
textile and apparel industry, it is now being apglby many industries in the retall
sector. The grocery industry has begun an adaptefithis approach, called efficient
consumer response.

QR has had a major impact on distribution openati&ather than "warehous-
ing" product, distribution centers are now chargath "moving" the product through
quickly. This frequently entails cross-docking, \wigy the inbound product is un-
loaded, sorted by store, and reloaded onto trueksreed for a particular store, with-
out ever being warehoused. As a result of QR, MelleaStores has reduced the
number of distribution centers it owns from 12 to 8

To further improve retail efficiency, some supmiare shipping goods pre-
hung and preticketed. This concept, known as "fleady merchandise," is growing
in popularity. As noted by Randy Bumette, directdrQR for Mercantile, "Our
strategy and goal is to maximize the portion ofiess that is floor ready." One re-
tail executive commented that merchandise routispBnds an additional three days
in the distribution center (DC) if it does not hanatail price tickets and the proper
hangers. Floor-ready merchandise may lead to atiedun the number of DCs, and
processing time can be greatly reduced.

Efficient Consumer Response

Efficient consumer response (ECR) combines sevegastics strategies in an
effort to improve the competitiveness of the grgaedustry by cutting waste in the
supply chain. It is the grocery industry's ansveeQR. ECR includes the following
strategies:
1. Widespread implementation of electronic data iftange up and down the supply
chain, both between suppliers and manufacturersufaaturers and distributors, and
distributors and customers.
2. Greater use of point-of-sale data obtained by gremtd more accurate use of bar
coding.
3. Cooperative relationships between manufacturessiloitors, suppliers, and cus-
tomers.
4. Continuous replenishment of inventory and flow thglb distribution.
5. Improved product management and promotions.
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By applying the fourth point, continuous replemsnt and flow through dis-
tribution, inventory is managed on a just-in-timasis, rather than stockpiled in
warehouses and distribution centers. Product issedocked, whereby it is unloaded
at one dock, broken down into store-sized shipmeand reloaded on trucks to go
directly to the stores. Thus, cooperation and doatthn are very important to ensure
proper sequencing of truck loading and unloadisgwall as the proper product mix.
The belief is that the potential exists to reduipelne inventory by up to 40 percent.

A key feature of ECR that distinguishes it from @Rhe emphasis on moving
away from the grocery industry's "deal mentalitfdoperation is required among in-
dustry participants to move away from the heavyafsgromotional strategies. Such
strategies encourage grocers to "stockpile" or &mawbuy product due to promotions
such as a temporary low price or "buy two, getfoee" deals. This creates excessive
inventory in the supply chain, and reduces the rarmalb times inventory turns over
each year.

The ECR strategy was developed to offset somheoptessure on the grocery
industry by mass merchandisers like Wal-Mart, anar&iouse clubs. It will be re-
ferred to throughout the text.

Logistics as a Competitive Weapon

Logistics may be the best source of competitiveaathge for a firm because it
Is less easily duplicated than other elementsehtarketing mix: product, price, and
promotion. Consider, for example, forming closegang relationships with carriers
or logistics service providers can help give tienfa distinct competitive advantage
in speed to the customer, reliability, availabiliby other customer service factors.

The power of logistics in achieving an organizaocustomer service goals
and supporting customer satisfaction has receimada@eased amount of attention in
the press. Companies that understand and utilzedtential of logistics as a com-
petitive weapon include logistics as a key comporantheir strategic planning
process. In recognition of the key role of logistio supporting strategic customer
service initiatives, the logistics function of LeStrauss and Company began report-
ing to marketing rather than operations in 1990 stipport this, logistics began for-
mal strategic planning for 1990.

Accounting for Logistics Costs

Implementation and utilization of the integratedistics concept requires total
cost analysis to be effective. The focus of managegrshould be to minimize total
logistics costs for a given customer service level.

In general, accounting systems have not change@ddapted to accurately ac-
count for the many trade-offs inherent in logistcsivity and logistics decision mak-
ing. The availability of timely, accurate, and meaful logistics information is rela-
tively rare in practice. However, this is beginnittggchange as more organizations
move into activity-based costing (ABC) systems llocate costs to activities on a
more accurate and meaningful basis. Much work nesni@ be done in this area.

In addition, accounting and management suppotesys that are flexible in
nature are needed. Logistics professionals musibie to get the information re-
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qguired to make decisions as they arise. Not alstag decisions can be anticipated
in advance and prepared for in a regularly schediadgistics report. Thus, account-

Ing systems that provide easy access to real-tatee alre needed to support unantici-
pated decisions.

Logistics as a Boundary-Spanning Activity

As we have described extensively in this chapler logistics function and the
activities performed by logistics do not exist solation. Logistics plays a key role in
activities throughout the supply chain, both witaimd outside the organization. Out-
side the organization, logistics interfaces witlstomers in the order processing, or-
der fulfilment, and delivery cycles. Logistics alsiterfaces with carriers, warehous-
ers, suppliers, and other third parties that plegi@in the supply chain.

Within the organization, logistics interfaces witintually every functional area
In some capacity. Logistics interfaces with finanté¢he planning process and in the
analysis of capital expenditures on investmentsuitding and equipment to support
distribution, transportation, warehousing, inforroattechnology, and related issues.

Logistics interfaces with accounting in establighlogistics costs (transporta-
tion, distribution, storage) for various produasstomers, and distribution channels.
Logistics also requires information from accountregarding budgets and actual ex-
penditures.

As discussed earlier, the interaction of logistieth other marketing activities
Is extensive. Logistics plays an instrumental foleustomer satisfaction by provid-
ing high levels of customer service through gooddpct availability, reliable ser-
vice, and efficient operations that keep prices petitive.

Logistics must work closely with production and @i®ns in a number of ca-
pacities. First, logistics often receives ordeeasks for materials from production,
and it needs to ensure that the items requiredmered, transported, and received
on a timely basis. Storage also may need to bagerh Logistics often manages the
flow of materials or work in process within the amnigation. Logistics also must
work with production in terms of stocking and shigpthe finished product as it is
available.

Logistics should be involved with research and tgyeent, product engineering,
packaging engineering, and related functions in tesv product development
process. This often occurs through logistics pigitton on a new product team. It is
vital for the logistics area to be represented \aasxly in the new product develop-
ment process. This is critical in terms of designthe proper distribution channel,
anticipating needs for inventory buildup, ensurthg availability of materials for

production, and properly configuring the packagmgmaximum efficiency and pro-

duction within the distribution channel.

An increasing number of organizations are usingehen approach to facilitate
communications, create buy-in from multiple funogp and to anticipate problems.
Logistics should be an active participant on teéimas deal with issues affecting the
supply chain.

Within the organization, logistics interfaces witintually every functional area
In some capacity. Logistics interfaces with finanté¢he planning process and in the
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analysis of capital expenditures on investmentsuitding and equipment to support
distribution, transportation, warehousing, inforroattechnology, and related issues.

Logistics interfaces with accounting in establighiagistics costs (transporta-
tion, distribution, storage) for various produasstomers, and distribution channels.
Logistics also requires information from accountregarding budgets and actual ex-
penditures.

As discussed earlier, the interaction of logisticth other marketing activities
Is extensive. Logistics plays an instrumental foleustomer satisfaction by provid-
ing high levels of customer service through gooddpct availability, reliable ser-
vice, and efficient operations that keep prices petitive.

Logistics must work closely with production anceogtions in a number of ca-
pacities. First, logistics often receives ordeeasks for materials from production,
and it needs to ensure that the items requiredmered, transported, and received
on a timely basis. Storage also may need to bagerh Logistics often manages the
flow of materials or work in process within the amnigation. Logistics also must
work with production in terms of stocking and shigpthe finished product as it is
available.

Logistics should be involved with research and tgueaent, product engineer-
ing, packaging engineering, and related functionshe new product development
process. This often occurs through logistics pigitton on a new product team. It is
vital for the logistics area to be represented \aaxly in the new product develop-
ment process. This is critical in terms of designthe proper distribution channel,
anticipating needs for inventory buildup, ensurthg availability of materials for
production, and properly configuring the packagmgmaximum efficiency and pro-
duction within the distribution channel.

An increasing number of organizations are usimgtéam approach to facilitate
communications, create buy-in from multiple funog8p and to anticipate problems.
Logistics should be an active participant on teéimas deal with issues affecting the
supply chain.

Global Logistics

Many leading organizations are heavily involved iimernational markets
through purchasing inputs to production, other inipg, exporting, joint ventures,
alliances, foreign subsidiaries and divisions, atiter means. This creates a need for
familiarity with global logistics and global logiss networks. This need is likely to
continue in the future. The Ohio State Universistisdy of logistics career patterns
reported that the top-rated global trends thateamected to have an impact on the
careers of logistics professionals are:

The growth of information technology (21 percent)

Supply chain management (15 percent)

Globalization (11 percent)

I ncreasing Skill Requirements

As suggested above, the demands on logisticsgsiofeals are increasing. As
logisticians become increasingly involved in segftoorporate strategy and other as-
pects of the strategic planning process, diffeshilt sets are required in quality is-
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sues, global logistics, and improving relationshwath third-party providers. One of
the best sources of longitudinal data for trendsgstics careers has been the Logis-
tics Career Patterns Study conducted annually by @hio State University. This
study indicates that the greatest proportion ofskogs time and effort is spent on
general management issues.

A small percentage of time is spent on very repetissues such as order entry
and packaging. Information systems also are plagmancreasingly important role in
logistics.

Logistics | nformation Systems

Part of an organization's ability to use logistass a competitive weapon is
based on its ability to assess and adjust actgadtics performance real time. This
means the ability to monitor customer demands awnentory levels as they occur, to
act in a timely manner to prevent stockouts, andoimmunicate potential problems
to customers. This requires excellent, integrabggstics information systems. These
systems impact all of the logistics activities pr@ed earlier, and must be integrated
and take into account marketing and productiorvigiets. Such systems also must be
integrated with other members of the supply cherprovide accurate information
throughout the channel from the earliest supphesugh the ultimate customer.

Logistics information systems may link a variefyiformation technologies,
as is the case with Wal-Mart. Wal-Mart uses EDtdonmunicate with suppliers, re-
ceiving information such as shipment, timing, quad, and even invoicing. It uses
bar coding to scan sales as customers make theingses. The bar-coded informa-
tion is thus captured at the point of sale. WaldiMiaen downloads the information to
suppliers. Suppliers use these data to determimeottiers they need to supply to
Wal-Mart, rather than having Wal-Mart create thdews. This system provides sup-
pliers with rapid feedback on sales, so that thay anticipate production require-
ments based on accurate, near real-time salesWateMart also benefits because it
no longer has to place orders with many suppland,it can keep its inventory levels
to a minimum.

Outsourcing, Partnering, and Strategic Alliances

During the 1980s, many organizations began togmze that they could not
effectively and efficiently "do it all" themselvesd still remain competitive. They
began to look to third-party specialists to perfaantivities that were not a part of
their "core competency." This activity is knownagsourcing, in which an organiza-
tion hires an outside organization to provide adyooservice that it traditionally had
provided itself, because this third party is anp&x" in efficiently providing this
good or service, while the organization itself may be.

Recently, outsourcing has been an area of gromitegest and activity. Logis-
tics outsourcing often involves third-party waretes and use of public or contract
transportation carriers. Outsourcing offers thearpmity for organizations to use the
best logistics providers available to meet theiedse Outsourcing may involve a
partnership relationship or be ad hoc, on a trditsato transaction basis. Tradition-
ally, such relationships have been arm's-lengtth aach party concerned only for its
own welfare.
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Managers in many firms are accepting the concepadnering or establishing
close, long-term working relationships with supmief goods or services, customers,
and third-party providers. This concept has beehraoed by Bose Corporation, in
the JIT Il program. Bose uses the concept of arplamt,” where key suppliers or
service providers are actually on location at Bofacility. Bose has such a relation-
ship with Roadway Express, Inc. Bose states thatrétationship creates efficiency
between it and the carrier, creating improved compations, better service, and
shared cost savings.

Strategic Alliances

The most closely integrated partnerships are afééerred to as strategic al-
liances. For a partnership to be a strategic aé&art must be strategic in nature and
must directly support one of the organization'simicsive competencies. Strategic al-
liances are rare in actual practice.

Technology

There has been a proliferation of technologicakettgpments in areas that sup-
port logistics. As discussed above, there have begar technological developments
in the information systems area: EDI, bar codirmnpof-sale data, and satellite data
transmissions are only a few examples. In addifimprovements in automated wa-
rehousing capabilities should be integrated ingskics plans for upgrading technol-
ogy. Technology is having a profound effect onwlay that logistics personnel inter-
face with other functional areas, creating theitgbib access more timely, accurate
information. Combining information technology widlutomated warehousing reduc-
es inherent human variability, creating an oppatyui® improve customer service.

Green Marketing

Environmental issues have been an area of groeongern and attention for
businesses on a global scale. Transportation apbskl of hazardous materials are
frequently regulated and controlled. In Europe,aoigations are increasingly re-
guired to remove and dispose of packaging mateusdsl for their products. These
issues complicate the job of logistics, increasiagts and limiting options. Organiza-
tions are continually looking at reducing, reusiagd reapplying packaging mate-
rials, by-products of production, and obsolete ge@ompanies are substituting items
that are more readily recyclable. Some have evere go far as to begin designing
products with disassembly specifically in mind. $&ectivities are covered in the
term green marketing.

Creative Solutions

Delivering the Goods

National Semiconductor, the world's 13th largeshputer chip manufacturer
began looking at how to increase logistical efficie in the early 1990s in an effort
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to turn its profitability around. It discovered thadelivered 95 percent of its prod-
ucts within 45 days of the time they were. Whiles tivas not satisfactory, the other 5
percent required as much as 90 days! Since theroes$ could not be sure which 5
percent would be late, they required 90 days woftstock on everything. The sys-
tem was overloaded with inventory.

After doing a profitability analysis, National cdb percent of its product line.
To get the remaining products to market on timajniplified — going from 20,000
routes on 12 airlines, involving 10 warehousesd], teentral facility in Singapore. To
speed that product to market, it hired Federal &prto handle all of its sorting,
shipping, and storage at its Singapore distributienter. This has resulted in major
operating improvements. National can move prodércisy factory to customer in
four days or less. Distribution costs are down fié percent of revenues to 1.9 per-
cent.

Hewlett-Packard's Systems Approach to Inventory &d@ment

Hewlett-Packard (HP) is a leading global supphiecomputer printers, partic-
ularly the ink-jet and laser-jet variety. It haseo\$3 billion invested in inventory
worldwide. HP has a division located in Vancouwafashington, which manufac-
tures and distributes the DeskJet Plus printerdvwade. It has three distribution cen-
ters, one each in North America. Europe, and Asia.

HP faced a situation where high inventories of tens, approximately seven weeks'
worth, were required to meet their 98 percent sergoal in Europe. High invento-
ries were required in part because each countryh@gie power cord and transfor-
mer requirements, and needs the proper languageuamarnitially, the
"differentiation” of the printers to meet the need the local market was done at the
Vancouver facility. HP apparently faced the prospsEchigh inventory costs or re-
duced customer service levels, neither of which avaacceptable option.

The management at the Vancouver site considerey mgations for reducing
inventory while maintaining customer service. THegt worked on improving the
logistics system by reducing delivery variabiliffhey considered faster shipping
modes, such as air, to reduce transit inventorg, iamentory held to cover lead
times. That alternative proved too costly.

However, by looking at the entire system as a whdke was able to develop a better
solution. It could delay the differentiation of pier power sources and manuals until
firm orders were received. This allowed HP to redinventory to five weeks while
maintaining 98 percent service levels. This sawast 30 million annually. In addi-
tion, transportation dropped by several millionlais because generic printers can be
shipped in larger volumes than printers specifia particular country. Because HP
viewed the system as a whole and understood theagttons, they were able to de-
velop this innovative logistical solution.

Quick Response, Canadian Style

Executives at Toronto-based Hudson's Bay Compeaihyhe pioneering spirit
to U.S. retailers when it came to developing quiesponse technology. They sat on
the sidelines watching and learning from their W&&unterparts for years.
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Then, in late 1991 the decision was made to impen@R technology. Hudson's
Bay executives quickly made up for lost time. Eveiryg from UPC codes to floor-
ready processes were set up and put into effdetssithan two years. Ironically, as
U.S. retailers and manufacturers hammer out gueglfor floor-ready merchandise
today, they're looking to their neighbors to thetindor tips.

According to Peggy Macek, director of merchandigetems at Hudson's Bay
Company, getting suppliers to comply with the vasicstandards, including floor-
ready merchandise processing, involves a lot ahpang and understanding, and a
bit of clout and coercion as well.

"We made it very clear to our suppliers what weeeted of them, and gave
them guidelines for making it happen. To our waytlohking, there was no sense
talking QR without having merchandise floor reaalyd we did our best to help them
see the benefits of coming on line," says Maceket& were suppliers who balked
initially, but we're the largest retailer in Canadlaey quickly came to the conclusion
that you can't fight city hall.”

No doubt, the fact that The Bay cut off one oflasgest suppliers for one
month for refusing to comply with standards senlear message to Canadian manu-
facturers.

Currently, the retailer requires suppliers to @mserchandise prior to shipping.
Hangers have been standardized by merchandiseangdeshipping cartons are mov-
ing through the DC [distribution center] withoutithg opened.

While the Canadian retail scene is quite diffefgam that in the United States —
fewer retailers and manufacturers are more spregdar example — the benefits rea-
lized by The Bay are significant.

"We're saving millions of dollars in distributiorurfctions," reports Macek.
"We used to have five distribution centers. Nowcaese of the technology that's
been implemented and the speed with which we cah gaods through the pipeline,
we were able to shut down three DCs."

In the past, it took as long as two to three wdekgroduct to get from the DC
to the selling floor at The Bay. Today, product hddor stores in Toronto and Mon-
treal is usually on the selling floor within a daytwo of arriving at the DC. Stores
located in more remote areas of the country cae pavduct on the selling floor five
to six days after arrival at the DC.

Hudson's Bay Company, the oldest retailer in Ndktherica, had total sales in
excess of $5 billion in 1993. The retailer operat€2 full-line department stores
called The Bay, and a discount store division knesiZellers.

Hewlett-Packard's Systems Approach to Inventory &g@ment

Hewlett-Packard (HP) is a leading global supphiecomputer printers, partic-
ularly the ink-jet and laser-jet variety. It haseow3 billion invested in inventory
worldwide. HP has a division located in Vancouwafashington, which manufac-
tures and distributes the DeskJet Plus printerdvwade. It has three distribution cen-
ters, one each in North America. Europe, and Asia.

HP faced a situation where high inventories ohters, approximately seven
weeks' worth, were required to meet their 98 pdrservice goal in Europe. High in-
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ventories were required in part because each counas unique power cord and
transformer requirements, and needs the properug®g manual. Initially, the
"differentiation" of the printers to meet the need the local market was done at the
Vancouver facility. HP apparently faced the prospsEchigh inventory costs or re-
duced customer service levels, neither of which avaacceptable option.

The management at the Vancouver site considerey mations for reducing
inventory while maintaining customer service. THegt worked on improving the
logistics system by reducing delivery variabiliffhey considered faster shipping
modes, such as air, to reduce transit inventorg, iamentory held to cover lead
times. That alternative proved too costly.

However, by looking at the entire system as a ehidP was able to develop a
better solution. It could delay the differentiatioh printer power sources and ma-
nuals until firm orders were received. This allowdB to reduce inventory to five
weeks while maintaining 98 percent service levélss saved over $30 million an-
nually. In addition, transportation dropped by salenillion dollars because generic
printers can be shipped in larger volumes thantgnsnspecific to a particular coun-
try. Because HP viewed the system as a whole addrstood the interactions, they
were able to develop this innovative logisticalusioin.

Problem: Torn in the U.S.A.

Call it the American dilemma: a company with lomgrge ideals that is re-
quired to show short-term results.

In order to satisfy the demanding financial comityyra client of consultant
Ernst & Young must demonstrate ever-improving easion a quarterly basis. At
the same time, it must boost profitability by rdpichtroducing new products. Vir-
tually no lag is permitted, according to Stan Broavid Mike Brown, senior manag-
ers of Ernst & Young. Yet this relentless pressarbaving a serious impact on the
company's supply-chain performance.

One of this company's business units experiencksrand spike in sales dur-
ing the last few days of each month. Up to halimtenthly business might be trans-
acted in that brief period. But the irregular pattef supply and demand isn't the re-
sult of any oddities in the industry. It's purely artificial situation, caused by the
sales force scrambling for business at the endaoh eeporting period. Often that
means artificially pulling demand forward to maledes targets. What's more, the er-
ratic pace of sales leads to periods during whehcobompany might not have enough
inventory to fulfill demand.

Two problems result. One is that retailers areditmmed to order product only
when promotions are provided, so they wait un@ntiin hope of securing deep dis-
counts. The other is that the seller's warehoueeasvhelmed by orders as it struggles
to cope with a 150 percent utilization factor dgria 24-hour period. Naturally, the
warehouse is viewed by sales "as the bad guy, bedacan't deliver,” says Stan Brown.

The challenge: In a situation that is driven bg flmancial community — the
demand for short-term profits — where is this conysmleverage? What can it do to
smooth out the flow of product without seriouslyrgromising its profitability?
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List of Abbreviations

CEO - chief executive officer

MRP — materials requirement planning
DRP — distribution resource planning
JIT — just-in-time

GDP — gross domestic product

EDI — electronic data interchange

EFT — electronic funds transfer

Al — artificial intelligence

TQM — total quality management

QR — quick response

ECR — efficient customer response
ISO — international organization for standardizatio
DC — distribution centre

ABC - activity-based costing

The List of Proper Names Used in the Booklet

The Hewlett-Packard Company(commonly referred to as HP) is an American
multinational information technology company heaaltered in Palo Alto, Califor-
nia. It developed and provided a wide variety ofdaaare components as well as
software and related services to consumers, srmaatt medium-sized businesses
(SMBs) and large enterprises, including customarshe government, health and
education sectors.

The company was founded in a one-car garage in Aadoy William "Bill"
Redington Hewlett and David "Dave" Packard startivith a line of electronic test
equipment. HP was the world's leading PC manufacfuom 2007 to Q2 2013, after
which Lenovo remained ranked ahead of HP. It sfizethin developing and manu-
facturing computing, data storage, and networkiaglware, designing software and
delivering services. Major product lines includestgpnal computing devices, enter-
prise and industry standard servers, related stodsyices, networking products,
software and a diverse range of printers and othaging products. HP marketed its
products to households, small- to medium-sizednmssies and enterprises directly as
well as via online distribution, consumer-electosnand office-supply retailers, soft-
ware partners and major technology vendors. HP laégb services and consulting
business around its products and partner products.

Hewlett-Packard company events included the sdirebiits electronic and
bio-analytical measurement instruments part obitsiness as Agilent Technologies
in 1999, its merger with Compag in 2002, and thguésition of EDS in 2008, which
led to combined revenues of $118.4 billion in 2608 a Fortune 500 ranking of 9 in
2009. In November 2009, HP announced the acquistic8Com, with the deal clos-
ing on April 12, 2010. On April 28, 2010, HP annoad the buyout of Palm, Inc. for
$1.2 billion. On September 2, 2010, HP won its iddvar for 3PAR with a $33 a
share offer ($2.07 billion), which Dell declinedrmatch.
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On October 6, 2014, Hewlett-Packard announced plarsplit the PC and
printers business from its enterprise products serdices business. The split closed
on November 1, 2015 and resulted in two publicadéd companies: HP Inc. and
Hewlett Packard Enterprise.

Honda Motor Co., Ltd. is a Japanese public multinaticc@poration primarily
known as a manufacturer of automobiles, motorcyaf@spower equipment.

Honda has been the world's largest motorcycle faaturer since 1959, as
well as the world's largest manufacturer of inteomanbustion engines measured by
volume, producing more than 14 million internal dmstion engines each year.
Honda became the second-largest Japanese autommailgacturer in 2001. Honda
was the eighth largest automobile manufacturehenvorld behind General Motors,
Volkswagen Group, Toyota, Hyundai Motor Group, FEddissan, and PSA Peugeot
Citroén in 2011.

Honda was the first Japanese automobile manufadoinelease a dedicated
luxury brand, Acura, in 1986. Aside from their cangomobile and motorcycle busi-
nesses, Honda also manufactures garden equipmeanhenengines, personal water-
craft and power generators, and other product€eSif86, Honda has been involved
with artificial intelligence/robotics research aradeased their ASIMO robot in 2000.
They have also ventured into aerospace with thabkstment of GE Honda Aero
Engines in 2004 and the Honda HA-420 HondaJet, wwhégan production in 2012.
Honda has three joint-ventures in China (Honda &hibongfeng Honda, and Gua-
nggi Honda).

In 2013, Honda invested about 5.7% (US$6.8 billioh)ts revenues in re-
search and development. Also in 2013, Honda bechmdirst Japanese automaker
to be a net exporter to the United States, exgpf®8,705 Honda and Acura models,
while importing only 88,357.

General Motors, commonly known as GM, is an American multinatiooar-
poration headquartered in Detroit, Michigan, thedigns, manufactures, markets and
distributes vehicles and vehicle parts and setlaritial services. General Motors
produces vehicles in 37 countries under thirte@amdis: Alpheon, Chevrolet, Buick,
GMC, Cadillac, Holden, HSV, Opel, Vauxhall, WulinBaojun, Jie Fang, UzDae-
woo. General Motors holds a 20% stake in IMM, and/& stake in GM Korea. It
also has a number of joint-ventures, including $hanGM, SAIC-GM-Wuling and
FAW-GM in China, GM-AvtoVAZ in Russia, Ghandharallrstries in Pakistan, GM
Uzbekistan, General Motors India, General MotorydEgand Isuzu Truck South
Africa. General Motors employs 212,000 people anelscbusiness in more than 120
countries. General Motors is divided into five mess segments: GM North America
(GMNA), Opel Group, GM International Operations (GDJ, GM South America
(GMSA), and GM Financial. As part of its 2009 bamiicy restructuring the current
company, General Motors Company LLC, ("new GM")sviarmed in 2009, after the
bankruptcy of the General Motors Corporation ("GM"). The new company pur-
chased the majority of the assets of "old GM",udahg the name "General Motors".
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Wal-Mart Stores, Inc., is an American multinational retaitporation that op-
erates a chain of hypermarkets, discount departstergs and grocery stores. Head-
guartered in Bentonville, Arkansas, the company feasmded by Sam Walton in
1962 and incorporated on October 31, 1969. As bfday 29, 2016, Walmart has
11,527 stores in 27 countries, under a total abd@2ners. The company operates un-
der the Walmart name in the United States and Ganaaperates as Walmart de
México y Centroameérica in Mexico, as Asda in thetéthKingdom, as Seiyu in Ja-
pan, and as Best Price in India. It has wholly advoperations in Argentina, Brazil,
and Canada. It also owns and operates the Saniig€hil warehouses.

A warehouseclub is a retail store, usually selling a wideiggr of merchan-
dise, in which customers may buy large, wholesakmntjties of the store's products,
which makes these clubs attractive to both barpaimters and small business own-
ers. The clubs are able to keep prices low dubemo-frills format of the stores. In
addition, customers may be required to pay anneahlpership fees in order to shop.

The concept is similar to the consumers' cooperanpermarkets found in Eu-
rope, though using bigger stores and not co-opetgtowned. The use of members'
prices without co-operative ownership is also somet used in bars and casinos.

Peter Drucker, the well-known American business professor antsgltiant.

Deskletis a brand name for inkjet printers manufacturgdHewlett-Packard.
These printers range from small domestic to largkistrial models, although the
largest models in the range have generally beehatlibesignJet.

Xerox is an American global corporation that sells besgservices and docu-
ment technology products. Xerox is headquartereddrwalk, Connecticut (moved
from Stamford, Connecticut in October 2007), thoutghlargest population of em-
ployees is based around Rochester, New York, tba iar which the company was
founded. The company purchased Affiliated Comp@&ervices for $6.4 billion in
early 2010. As a large developed company, it isistently placed in the list of For-
tune 500 companies.

Sears (officially Sears, Roebuck & Co.) is an Americamam of department
stores. The company was founded by Richard WareamsSand Alvah Curtis Roe-
buck in 1886; it was previously based in the S&amger in Chicago, and is currently
headquartered in Hoffman Estates, lllinois. It bega a mail order catalog company,
and began opening retail locations in 1925. Thepaom was bought by the Ameri-
can discount store chain Kmart in 2005, which wabankruptcy at the time and re-
named itself Sears Holdings upon completion of ierger. In terms of domestic
revenue, Sears was the largest retailer in theedrgtates until October 1989, when
it was surpassed by Walmart. It is the fifth-latg&merican department store com-
pany by sales as of October 2013 (behind Walmarigdt, Best Buy, and Home De-
pot), and it is the twelfth-largest retailer in tt@untry overall. It operates divisions in
Canada and Mexico, among several subsidiariesmitthibrand.
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