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Unit 1. The Context of Logistics

Text 1. Logistics and Supporting Operations

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Logistics, manufacturer, supplier, customer; delivetorage, dairy, shopping
mall, intangible, warranty, insurance, input, chef.

Ex. 2. Read the text and do the tasks that follow.

All organizations move materials. Manufacturersldd@actories that collect raw
materials from suppliers and deliver finished gotml€ustomers; retail shops have
regular deliveries from wholesalers; a televisi@wa service collects reports from
around the world and delivers them to viewers; nadstis live in towns and cities
and eat food brought in from the country; when yoder a book or DVD from a
website, a courier delivers it to your door. Evérge you buy, rent, lease, hire or
borrow anything at all, someone has to make suaé dH the parts are brought
together and delivered to your door. LogistiEeghe function that is responsible for
this movement. It is responsible for the trans@ortl storage of materials on their
journey between suppliers and customers.

On a national scale, logistics involves a huge amad effort. The USA has a
gross domestic product (GDP) of US$10 trillion, it population of 280 million
produces and consumes an average of US$36,00ds gmd services. The world's
seven largest economies (USA, Japan, Germany, t#cE, Italy and Canada) have
a combined GDP of US$20 trillion. All of this — wther it is oil produced in Canada,
consumer electronics in Japan, cars in the UK oy ¢moducts in France — relies on
logistics to collect materials from suppliers areliver them to customers. Millions
of people are involved in this effort, and it cobiions of dollars a year to keep
everything moving.

Ordinarily we only notice a small part of logistidd/e might see lorries driving
down a motorway, visit a shopping mall, drive trgbua trading estate, or have a
parcel delivered to our homes. These are the wisigns of a huge industry. In this
booklet you will get a more detailed look at th@mplex function. We are going to
discuss these issues and developments, and semdmoagers can get the best results
from their logistics.

Every organization delivers produdts its customers. Traditionally we describe
these products as either goods or services. Themufandurers like Sony and
Guinness make tangible goods, while AOL and Vodafgrovide intangible
services. In reality, this view is rather misleagirand every product is really a
complex package that contains both goods and ssuvi€ord, for example,
manufacture cars, but they also give services tirovarranties, after-sales service,
repairs and finance packages. McDonald's providenabination of goods (burgers,
cutlery, packaging, and so on) and services (wheg sell food and look after the
restaurant).

At one end of this spectrum are products that aeelgminantly goods, such as
cars and domestic appliances; at the other engradkicts that are predominantly
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services, such as insurance and education. In ttdlenare products with a more
even balance, such as restaurant meals and hespital

At the heart of an organization are the operatithrsg create and deliver the
products. These operations take a variety of inpmt$ convert them into desired
outputs. The inputs include raw materials, comptserpeople, equipment,
information, money and other resources. Operatiocisde manufacturing, serving,
transporting, selling, training, and so on. The nmaiitputs are goods and services.
The ‘Golden Lion’ restaurant, for example, takepuits of food, chefs, kitchen,
waiters, and dining area; its operations includelfpreparation, cooking and serving;
the main outputs are meals, service, customefrfaetisn, and so on.

The products created by an organization are passisl customers, making the
cycle. This shows customers’ generating demandh, agerations using resources to
make products that satisfy them. Logistics movesenas around this cycle. The
operations are usually divided into a number oftesl parts, in the way that a
hospital has an emergency room, surgical ward,hasing department, heart unit,
operating theatre and so on. So, logistics alsoemaoraterials through the different
parts of an organization, collecting from intersappliers and delivering to internal
customers. This leads to our basic definition:

Logisticsis the function responsible for the flow of matéxitom suppliers into
an organization, through operations within the orgation, and then out to
customers.

Understanding the main points.

Ex. 3. Scan the text to find the English equivalémthe following collocations.

JIoCTaBiIATh MPOMYKTHI, MATEPUAIIBHBIE TOBAPHI, CIOKHBIA MAKET, NMPOU3BOAUTH
JIETKOBBIE aBTOMOOWIIM, MOCHENPOAAKHOE OOCIyKUBaHHE, OBITOBBIE MPHOOPHI,
MPEBpAIATh B KEJIAEMYIO MPOAYKIMIO, TPUTOTOBJIECHUE MUILH, MPUEMHBIA ITOKOMH,
OIICpaiuOHHAasA, OTCUCCTBCHHLIC HOTpe6I/ITeJII/I, ABUKCHUC MAaTCPUAJIOB.

Ex. 4. Answer the questions.

1. What functions does logistics perform? 2. Logssinvolves a great mount of
effort, doesn’t it? 3. What countries representwiogld’s largest economies? 4. What
Is their combined GDP? 5. What are the visible sighlogistics? 6. In what terms
are products usually described? 7. To your minthisview misleading? 8. What is
the other division of products? 9. What kind of @tens make the core of any
organization? 10. What do inputs include? Give edam 11. What is a product
cycle? 12. What is logistics in terms of a produyale?

Ex. 5. Match the words with their definitions.

1. supplier a) the act of keeping or putting sonmgtim a place
while it is not being used, or the lace used fag th

2. customer b) an area just outside a city or tatvare there
are small factories and businesses

3. gross domestic product c) a person who buysggdducts, and services
for their own use, not for business use or resell

4. manager d) a company that provides a partitgparof product
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5. shopping mall e) things that are produced ieria be used or sold

6. storage f) the growth or improvement in someghgo that
it becomes bigger or more advanced

7. consumer g) a person or organization that bogsig or
services from a shop or company

8. retail shop h) someone whose job is to mandge phrt of
a company or organization, or a particular activity

9. goods 1) the sale of goods to customers for then use,
rather than to shops

10. trading estate ]) a large area where therotg®f shops, usually
a covered area where cars cannot go

11. development k) the total value of goods andaes produced in a

country’s economy, not including income from abroad

Ex. 6. Expand on the following statements frontexe

1. Traditionally products are described as goodd services. 2. The idea of
dividing all products into either goods or servigesrather misleading. 3. Any
organization’s work is centred on creating andw#eing products. 4. The products
created by an organization are passed to its cesforb. Logistics moves material
through the different parts of an organization.

7. Work in pairs. Speak about logistics and itspgupng operations using the
following procedure.

e Before you speak, plan what you are going to salyselect words and phrases
you have studied so far in this text.

e Speak for about a minute.

e When you are listening to your partner’s talknthof questions to ask at the
end of it.

| nteresting to know

Camble U3BeCTHbBIE MY3€H JIOTUCTUKHU

My3eit noructuku (Museum of Logistics),Tokuo, Snonus. My3elr OTKpBIT B
1998rony. On yHacnenoBan koyuiekiuo Myses «Hunmon Dkcnpece»: 6onee 12 000
cratei o TpancnoptupoBke U 40 000q0KyMEHTAIBHBIX U300PAKEHHH, OTPAKAIOIITUX
ucroputo upmel  «Hummon Dkcmpece». HcTopuss MarepHaabHO-TEXHHUECKOTO
cHaOxeHust SlmoHMn oToOpakeHa Ha BTOPOM JTaXKe, a Ha TPEThEM PaCIOJararoTcs
YUTAIBHBIN 3aJT U KOMHATa MYJIbTHMEIHA.

My3eit koposeBckoro Jsoructudeckoro kopmyca (The Royal Logistics Corps
Museum), Cyppeii, BenukoOputanus. DIKCIO3UIUS My3€es pPacCKa3blBacT O
MaTepHalbHO-TEXHUYECKON MOoqIep:KKe OpUTaHCKON apmuu co BpemeH OinmBepa
KpomBens mo wmammx pHeil. IloceTwrenn Mys3est y3HAIOT, Kak Ha OPOTSLKEHUH
nociaeqaunx 500 mer commar OpPUTAHCKOM apMHUM TPAHCIIOPTHPOBAIM, KOPMHIIH,
CHa0Xalu OpY)KHEM M CHapsHKCHHMEM M KakK COJIIaThl MMOICPKUBAIM CBS3b C
APY3bSIMHU U OJTU3KHMH.
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Myseit ngoructrku BoopykeHHbiXx cuin Kananer (The Canadian Forces Logistics
Museum),Moupeanb, Kanaga. B my3ee npencrasienst 6onee 10 0003kcnoHaTos,
OTHOCAIIMXCS K ucTOpuM KaHaIcKoro KOpOJEBCKOrO KOpIyca MaTepUalbHOIO
CcHa0KeHUs U ero npueMHuKa — JIorucTuueckoro noapasaeneHus BOOPYKEHHbIX CHII
Kananpl. OKCHo3uIMIO My3es JONOJHSET KpYNHEWIas KOJUIEKUUs KaHaJICKOW
BOEHHOM TEXHUKH U apTUJUIEPUHN KaHAJICKOW MpoBUHIMU KBeOek.

Text 2. Aims of Logistics

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Supply chain, semantics, convention, exactly, ibstion, morale,
merchandising, manager, efficiently, productivitgbound, outbound, warehouse,
consumables, tangible, intangible, circumstanceirteously, consumables, value,
security, grease, shareholder, survive.

Ex. 2. Read the text and do the tasks that follow.

Logistics is responsible for the flow of materigtsough a supply chain. This
function is also called supply chain managementmépeople argue that logistics is
somewhat narrower and concentrates on the movewidnh a single organization,
while supply chain management takes a broader wviemovement through related
organizations. This is, however, largely an arguns®r semantics rather than real
differences in practice. In this booklet we wilicktto the convention that the two
terms refer to exactly the same function. This visveupported by the Institute of
Logistics and Transport — the main professionalybedhin the UK — who give the
following definitions:

Logistics is the time-related positioning of resources, ore tlstrategic
management of the total supply-chain.
The supply chairs a sequence of events intended to satisfy ameasto

Some people also talk about logistics managemesstness logistics, distribution
management, materials management, merchandising series of other terms.
Sometimes you have to be careful as these termsedanto specific parts of the
supply chain or slightly different activities. Wheonmeone talks about 'distribution
management' you should be clear about whether thegn transport, physical
distribution, the whole of logistics, or some othanction.

With our broad view, logistics managers have twannaams. The first is to move
materials into, through, and out of their own oigation as efficiently as possible.
The second aim is to contribute to an efficienwflihrough the whole supply chain.
Traditionally, managers concentrate on the firsthafse, focusing on those parts of
the supply chain that they directly control. Hoplgfuf each organization looks after
its own logistics properly, materials will move ieféntly through the whole chain,
thus achieving the second aim. To some extentithigsue. It is not, however,
inevitable and organizations really need a moratigesapproach to co-operation.
This will be discussed in a more detailed way i tlext units. Here, though, we look
at the more immediate aims of logistics within adividual organization.



We have said that managers’ aim for an efficienvenaent of materials — but
what exactly do we mean by 'efficient'? There a&weral answers to this, including
fast deliveries, low costs, little wastage, quidsponse, high productivity, low
stocks, no damage, few mistakes, high staff moeadd,so on. Although these are all
worth-while goals, they are really indicators ratki®an real aims. To find the real
aim of logistics, we must relate it to the widefeaives of an organization.

Moving materials into the organization from supmies called inboundr inward
logistics; moving materials out to customers is outboumd outward logistics
moving materials within the organization is matisrimanagement.

In these definitions we have talked about the margnof materials — but what
exactly do we mean by materialS@metimes this is obvious when, for example, a
power station brings coal from a mine, a farmer esopotatoes to a wholesaler, or a
computer manufacturer delivers PCs to a warehoMisether times it is less clear
when, for example, a television company delivereegainment to its viewers, a
telephone company provides a communications sengcea research company
creates new knowledge. Tangible goods clearly bawe moved, and you can easily
see the role of logistics. Even organizations mhoyg the most intangible services
move some goods around — perhaps paperwork or m@ides — so they still need
logistics. However, we can take a broader view smdthat logistics also moves less
tangible things, such as information and messafesn a television company uses
logistics to move around its production facilitiesd also to transmit programmes to
customers. In different circumstances, logisticsresponsible for moving raw
materials, components, finished products, peopfermation, paperwork, messages,
knowledge, consumables, energy, money and anyt#igggneeded by operations. To
simplify things, we describe all of these as matsri

Materials are all the things that an organization moves teate its products.
These materials can be both tangible (e.g. raw na$ and intangible (e.g.
information).

Ultimately, the success of every organization depesn customer satisfaction. If
it does not satisfy customers, it is unlikely toveee in the long term, let alone make
a profit, have high return on assets, add shareholdlue, or achieve any other
measure of success. So organizations must delreglupts that satisfy customers.
Unfortunately, customers judge products by a wiselges of factors. When you buy
a DVD, for example, you judge its contents, appeagahow easy it is to buy, how
long you wait, how expensive it is, whether thentiVVD was delivered, whether it
was damaged, how courteously you were treated leg staff, and so on. Some of
these factors clearly depend on logistics — thelabiity of the DVD depends on
stocks; the delivery time depends on transport;adgms prevented by good material
handling; the price is affected by logistics coSts.we can phrase the overriding aim
of logistics in terms of customer service. It hastganize the movement of materials
in the best way to achieve high customer satisiacti

Any organization can give outstanding customer iservf it is prepared to
allocate enough resources. The problem, of coiggbat more resources come with
higher costs. There is a limit to the amount thest@mers will pay for a product and,
therefore, on the service that can be given. Thexalstic aim for logistics balances
the service given to customers with the cost ofeathg it.
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The overall aim of logisticss to achieve high customer satisfaction. It must
provide a high quality service with low — or accge — costs.

We can phrase this balance in terms of perceivetbmer value. Logistics adds
value by making products available in the rightcplaand at the right time. If a
product is available at the place it is neededistas is said to have added place
utility; if it is delivered at the right time, logistics hadded time utilityThen we can
phrase the aim of logistics in terms of getting thighest customer utility or
perceived value. In essence, we are trying to maeinthe difference between
perceived value and actual costs.

People often summarize the aims of logistics asngethe right materials, to the
right place, at the right time, from the right soeirwith the right quality, at the right
price'. This is broadly correct, but it dependshamw we define ‘right'. In different
circumstances, logistics is judged by completeffedent measures of performance.
When you post letters, you sometimes want thenvel®d quickly, sometimes as
cheaply as possible, sometimes with high secwsdgetimes at a specified time, and
so on. Managers have to design logistics thatlargbfe enough to satisfy a variety
of needs. There are two aspects of this. The iirebncerned with planning, when
managers take a strategic view and design thepdosstible supply chain for their
circumstances. The second concern is about executiten materials move through
this chain as efficiently as possible. Harringtamsnarizes this double role by saying
that, 'logistics is both the glue that holds theenals/product pipeline together and
the grease that speeds product flow along it'.

Ex. 3. Answer the questions.

1. What is the logistics function? 2. What doesng&rower definition imply?
3. What definitions of logistics and supply chaimed the Institute of Logistics and
Transport suggest? 4. What does ‘distribution mamemt’ mean? 5. What two main
aims do logistics managers have? 6. What are theedrate aims of logistics within
an organization? 7. What does the success of evganization depend on? 8. Under
what condition can an organization provide an amidiing customer service?

Ex. 4. Expand on the following statements frontexe

1. Logistics is responsible for the flow of matégitnrough a supply chain. 2. One
has to be careful what terms to use in relatidogcstics. 3. Logistics managers have
two main objectives. 4. Managers aim at more affitimovement of materials.
5. The success of any company depends on custoatsfastion. 6. Allocating
enough resources is the key to any organizatiarstotner service.

Ex. 5. Work in pairs. Describe the aims of logstiGive examples to support
your point of view.
| nteresting to know
CJI0HBI M JIOTUCTHKA

Cronbl xxuByT Ha 3emiie y:xe 40 muiH net. B HacTosmee Bpemst Becemupnsiit poua
IPUPOJIbl IpUIaraeT MHOTO YCHUJIMI AJIs 3alllUThl U COXpaHeHus B A3uu u Adpuke
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CJIOHOB, JKH3Hb KOTOPBIX, 0€3 COMHEHUs, HAXOAUTCS 1Mo yrpo3oii. He Be3me cionam
XBaTaeT MUIIH, TaK KaK B IeHb UM Tpedyercs 150-300kr enpr.

CnoHBI TIOMOTAJIM 4YEJIOBEKY OCBaWBaTh TPYJHOIPOXOJUMBIC TPOIMHYSCKHE
3apociii. MHOTOKHUJIOMETPOBBIC TPOIIBI, MPOJIOKEHHBIC UMHU B JDKYHTJIAX, 9acTO TaK
IIUPOKH, YTO IO HUM MOXXHO TMpOoexaTh Ha BE3IEX0/e. OTH TPOIMbBI YEIOBEK
BITOCJICJICTBUM WCTIOIB30BANI ISl CTPOUTENLCTBA NOPOr. J[emo B TOM, 9TO TPOIIBI
CJIOHOB TOBTOPSIOT SIPKO BBIPAXKEHHBIC peIbe()bl MECTHOCTH M MPOXOJIAT, HACKOJIBKO
3TO BO3MOXXHO, Ha ONpPEIEIICHHON BBICOTE HAJl YPOBHEM MOps, T.€. CJIOHBI BCeraa
BBIOMPAIOT CaMble PAIMOHAILHBIE U YKOHOMUYHBIC TyTH. [103TOMY CIIOHOB MOKHO
Ha3BaTh acaMU B 00JIACTH JIOTUCTHUKH.

Text 3. Importance of Logistics

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Essential, ultimately, point of origin, expensiwerheads, costs, disagreement,
precise, expenditure, gravel, jewellery, rule afrtib, turnover, interpret, wholesale,
account for.

Ex. 2. Read the text and do the tasks that follow.

Logistics is essential for every organization. NiriStopher says that 'Logistics
has always been a central and essential featwa @fonomic activity'. R.D. Shapiro
and J.L. Heskett agree, saying that 'There areafgyects of human activity that do
not ultimately depend on the flow of goods from rgoof origin to point of
consumption'. Without logistics no materials mowme, operations can be done, no
products are delivered, and no customers are served

Not only is logistics essential, but it is also erpive. Organizations may reduce
their overheads as much as possible, but they fega teft with surprisingly high
logistics costs. Unfortunately, it is difficult fut a figure to these, and there is a good
deal of uncertainty in the area. Normal accountoogiventions do not separate
expenditure on logistics from other operating coatsl there is some disagreement
about the activities to include. As a result, vy organizations can put a precise
figure on their logistics expenditure, and manyeéhalmost no idea of the costs.

The cost of logistics varies widely between différandustries. Building
materials, such as sand and gravel, have verylbgistics costs compared with, say,
jewellery, pharmaceuticals and cosmetics. Howewee, rule of thumb suggests that
logistics costs are 15-20 per cent of turnover. UBA has a GDP of $10 trillion, so
it might spend $1-2 trillion dollars a year on Istigs, with half of this spent on
transport. You have to interpret such figures edlefis other studies give different
views. The UK government, for example, says thapé® cent of the GDP comes
from wholesale and retail trades and 6 per centesofrom transport and storage.
These figures suggest that overall logistics castsconsiderably higher — perhaps
supporting an earlier estimate by A. Childerleyt dogistics accounted for 32.5 per
cent of the UK GDP.

Despite the differences in these figures, evenagrees that logistics can be very
expensive. Whether it is getting more expensivepisn to debate. Some people say
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that fuel, land, safety, environmental protectiod @mployee costs are all rising and
making logistics more expensive. They argue thigtitha long-term trend that will
inevitably continue. An opposing view says that ioygments in logistics are more
than compensating for price rises, and the overadlt is falling. By improving
methods and replacing outdated practices, logistmsts continue to fall as a
proportion of product value. The true picture defsenon circumstances within each
organization.

Despite its obvious importance, logistics has mwhags received its fair share of
attention. Historically, organizations put all theffort into making products and
gave little thought to the associated movement afenmls. Managers recognized
that transport and storage were needed, but they viewed as technical issues that
were not worth much attention — they were simply tmavoidable costs of doing
business. Some early work in the 1920s began tortware carefully at the transport
of finished goods. In 1962, though, P. Drucker dosiill describe logistics as ‘the
economy’s ‘dark continent’ and say that this formtbeé most sadly neglected, most
promising area of ... business’. Since then thaxebeen considerable changes.

Perhaps the main reason for change was the remoyriltat logistics was
expensive. By the 1970s and 80s surveys were stiggebat the movement and
storage of materials typically accounted for 15520 cent of revenue. It is difficult to
get accurate figures for this, and in 1994 G.VI Hibuld still say that 'many
distributors are unaware of the costs of the distion service they provide'.
However, logistics had been identified as a higlst danction and one where
organizations can make significant savings.

Ex.3.Scan the text searching for the English equivalewitsthe following
collocations.

CymeCTBeHHaSI qcpTra, 4YCJIOBCYCCKaAA ACATCIbHOCTH, B KOHCYHOM HTOIC,
HOTpe6JIeHI/Ie, O6CJ’Iy>KI/IBaTb KJIMEHTOB, CHUXATh HaKJIagHbIE pacxonsbl,
JOTUCTUYCCKUEC H3JCPIKKH, OTACIATD, 6yXFaJITCpCKI/IC YCJIOBHOCTH, pa60‘{I/IC
HU3JCPIKKH, HC UMCTb MPCACTABJICHUA, BAPbUPOBATDL, TPATUTL, PO3HUYHAA TOPIOBJIA,
XPaHCHHUC Ha CKJIaJIC, CMCTaA.

Ex. 4. Answer the questions.

1. How do A. Christopher, R.D. Shapiro and J.L. kdd¢isdefine the importance of
logistics? 2. Logistics isn’t of great importancelyg is it? 3. Does the reduction in
overheads always lead to reducing costs? 4. Caonrgdlnizations give the exact
figure of their expenditure? 5. In what industrae logistics costs high? 6. What is
mean percentage of logistics costs? 7. What anmfumbney is spent on logistics in
the USA and UK?

Ex. 5. Expand on the following statements frontexe

1. Logistics is essential for any organizationL@gistics is not only essential but
expensive, too. 3. The cost of logistics variesnificantly between different
industries. 4. Logistics costs make 15-20 % ofduen.

Ex. 6. Discuss the importance of logistics in paksllow the usual procedure of
preparing your utterance.

11



| nteresting to know
Camblil IJIMHHBINA peiic

Jonrue roasl 3TO 3BaHKE yAepkuBai peiic CuHranyp — Hb}O—ﬁOpK, 3aIyILIECHHBIN
29 urons 2004 rona. becniepecamounblii MOJIET AJIUIICS 1IETyH0 BeYHOCTh — 194acos,
3a 3TO BpeMsl caMoJIeT TipeoioeBan paccrosiuue B 15 345kmnomerpo! CriennanbHo
g 3Toro peinca «CHHralmypcKue aBUAIMHUK» 3aKyNWIM YEThIpE€ TMTaHTCKUX
cynepnaiinepa Airbus A340, 00opyaoBaB MX HMCKIIOUHTEIBHO I0J OM3HEC-KIacC.
[lepBoHayanbHO KOMMaHHS CMOIJIa 3apaboTaTh Ha pelcax HEIJIOXHE JEHbIH U
MoJIyunsia U3BECTHOCTh KakK OIepaTopa «caMoro AJUHHOro mepenera B mupe». Ho
BCKOpPE aBHMAIIMOHHOE TOIUIMBO MojAopoxkano mnoutd Ha 30%, uro caenano
obciyxuBanue A340 BecbMa HakjaaHbIM. [Ipu 3TOM crpoc Ha OUIIETHI PEMUYM-
Kjacca W3 A3uM B AMEpPHUKY HampoTuB 3HauMTenbHO ymaji. B suBape 2013 roma
«CUHTaImypCcKue aBHATMHUN» OOBSBUIM O TPEKPAIICHHH IMEPEBO30K IO JTaHHOMY
MapIipyTy.

B mnacrosiimee Bpemsi caMbIM JJIMHHBIM, a 10 COBMECTUTEIBCTBY M JOJTHUM
MapHipyToM B mupe sBisietcs peiic Cunramyp — Jloc-Anmxkenec. 14 114xkunomeTpos
u 184acoB nosneTa —UcHbITaHUE HE AJis C1a00HEPBHBIX!

Text 4. Organizing Logistics

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Forklift trucks, pallet, amount, procurement, destion, keep sth safe, truck,
perform, arrangement, medium sized, employ, tramdpeet, marketing, purchase,
stock control, spread, contract, third-party, corteend, human resources, variation,
common, overall function.

Ex. 2. Read the text and do the tasks that follow.

It is probably easiest to imagine the activitiesttimake up logistics in a
manufacturer, with forklift trucks unloading pabletrom lorries and moving them
around warehouses. But the same principles appyynother organization. When a
rock band goes on tour they carry huge amountsgoipenent. Procurement buys
everything that is needed on the tour, transpockpat and moves it to the next
destination, receiving makes sure that everythimyes safely, warehousing keeps
things safe until they are needed, materials hagdhoves things between trucks and
the stage, location decides where to perform. Emestypes of decision are made
with even the most intangible service. Insurancemmanies, for example, decide
what kind of branch network to have, where to leaaffices, who to buy telephone
and other services from, how to deliver informatiorcustomers, and so on.

You can see logistics in every organization, andbitiously comes in a huge
number of different forms. The activities can beaaged in many ways within an
organization, and there is certainly no singlet'msangement. A small organization
might have one person looking after everything. &dam sized organization might
have one department with different sections forcpasing, transport, stock control,
12



distribution, and so on. A large organization midve a logistics division

employing thousands of people and running hugespmam fleets. Sometimes all the
activities are organized in a single departmentomapy to a logistics director;

sometimes they are part of a larger department siscimarketing or production;
sometimes they are spread out in small pocketsugimmut the organization;

sometimes they are contracted out to third-panppbers.

The current trend is towards an organization whagestics is a single integrated
function, with a logistics director — or equivalentat its head. This follows a
traditional functional structure, with the logigtidirector working with directors in
production, finance, sales, human resources, ame.sbhere are many variations on
this, with a common one found in companies orgahem®und products or projects.
Then some logistics might exist in each divisioithva matrix structure allowing co-
ordination of the overall function.

Ex. 3. Scan the text searching for the English \vejents of the following
collocations.

CocTaBnaTh, aBTONOTPY34YHK, MPUMEHSTh, YAUBUTENBHO, MOJA0H, OTIPABIATHCS B
TypHe, OOJNBIIOE KOJUYECTBO, pa3Memarbh oduc, I0CTaBIATh HHPOpPMAIHIO,
UCIIOJHATh, HEMAaTepUANIbHBbIA, CTpaxoBas KOMIIAHUS, MHOTMMH CHOCOOaMH,
00JIBIIION TPAHCTIOPTHBIN MapK, MPEIOCTABIATH OTUET.

Ex. 4. Answer the questions.

1. Do organizations follow the same principles gfamizing logistics activities?
2. Do the same principles apply to services as™@llLogistics comes in a huge
number of different forms, doesn’'t it? 4.Is theaay single ‘best’ logistics
arrangement? 5. What is the current trend of omyagpilogistics activities?

Ex. 5. Expand on the following statements frontexe

1. The activities that make up an organization'gidics apply in any other
organization. 2. Logistics comes in a huge numbedifferent forms. 3. In current
conditions logistics is a single integrated functio

Ex. 6. Work in pairs. Describe an organization’gikiics organizing activities.

| nteresting to know
IHanamckuii kKaHaja

CrpoutenbctBo Ilamamckoro kaHaja CcTajgo OOHOM M3 BaXXHCHUIIHUX BEX B
MoperuiaBanny. Beegaennniii B skcruryatanuio B 1920rony (mepBoe cymaHO IPOIIIO
mo Hemy B 1914, Ho m3-3a cxoda OIIOJ3HS OCEHBIO TOro Tojaa, O(QHIUATIBLHOE
JIBIDKEHHE OBLIO OTKPBITO JIMIIL IIECTHIO TOJaMHU IT033KE), KaHajd B HECKOJIBKO pa3
COKpaTWJ MyTh MEXIy mopTaMu Tuxoro um ATiaHTHYeckoro okeaHoB. [Ipexne,
YTOOBI IIONACTh U3 OJHOTO OKEaHa B APYrod, CyJaMm HYXKHO Obuio orubath HOxHYIO
Amepuky ax Bokpyr mbica I'opH. Ceromns Ilanamckuii kaHaa — OOUH U3 TJIABHBIX
MHUPOBBIX MOPCKHX IyTe€H, uepe3 KOTOPBI €XKErogHO MPOXOAUT OKOJo 18 Thicsd
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cynoB (HBIHEIIHSSI MPOITYCKHAs CIIOCOOHOCTh KaHana — 48 cyloB B CyTKH), 4YTO
COCTABJIIET 3HAYUTEIBHYIO YaCTh MUPOBOT'0 TPy30000pOTa.

Text 5. Effects on Financial Performance

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Impact, financial performance, return on assets),garofit, measure, property,
improve, amount of stock, fixed assets, lower (bQyrow, resources, attractive,
available, facilities, premium prices, increasefiggpconsequently, lead times,

Ex. 2. Read the text and do the tasks that follow.

As an expensive function, logistics has an impactaa organization's overall
financial performance. We can give many illustnasief this, but will start with the
effects on the return on assets (ROA).

The return on assets is defined as the pre-taxt grafned by an organization
divided by the value of the assets employed. IthEanomputed as

Net Income

ROA =

Average Total Assets

This gives a measure of how well available res@ieze used and, in general, the
higher the value, the better the organization'sfop@mance. Assets are usually
described as current (cash, accounts receivableksstand so on) or fixed (property,
plant, equipment, and so on). Improving the flowngdterials reduces the amount of
stock. This clearly lowers current assets, but eue &rgue that it also reduces fixed
assets and increases profit.

¢ Current assetdViore efficient logistics reduces the current astatsugh lower
stock levels. Reducing the investment in stock &iao free up cash for other more
productive purposes and reduce the need for bangwi

¢ Fixed assetdrixed assets include property, plant and equipmegistics is a
heavy user of these resources, and the warehotrsesport fleets, materials
handling equipment and other facilities needed éwemmaterials through the supply
chain form a major part of fixed assets.

¢ SalesBy making a more attractive product, or making drenreadily available,
logistics can increase sales and give higher matiaie.

¢ Profit margin.More efficient logistics gives lower operating csand this in
turn leads to higher profit margins.

¢ Price. Logistics can improve the perceived value of prasiucperhaps making
them more easily available, giving faster deliveryshortening lead times. More
attractive products can get premium prices.

As you can see, the first two points give loweretssvhile the last three increase
profits. All of these effects raise ROA, and consagly affect other measures of
performance, such as share price, return on inggtrborrowing, and so on.
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Ex. 3. Match the words with their definitions.

1) impact a) the way sb deals with or treatdumation, a person,
an animal, etc.

2) resources b) sth that you can get, buy or find

3) available c) taking and using sth that belaiogsh else, and returning
it to them at a later time

4) performance d) a supply of goods that is alskelfor sale in a shop/store

5) facilities e) a thing or things that are owrgdsb

6) stock f) the money that you make in businedsyaselling things,
especially after paying the costs involved

7) handling g) a supply of sth that a countrypeganization, or a person
has and can use, especially to increase their kvealt

8) borrowing h) the powerful effect that sth hassb/sth

9) profit 1) to become or to make sth greateanmount, number,
value, etc.

10) increase ]) the part that is not included tiie main part of a group
or situation

11) property K) buildings, services, equipment, #tat are provided for
a particular purpose

12) margin l) how well or badly sth works

Ex. 4. Answer the questions.

1. Logistics affects an organization’s overall hoal performance, doesn’t it?.
2. How is ‘return on assets’ defined? 3. What dbesindex show? 3. What kind of
assets do you know? Give examples. 4. What do muened fixed assets lead to?
5. How do all these five points affect ROA?

Ex. 5. Work in pairs. Describe logistics effects emterprises’ financial
performance.

| nteresting to know
HNHTepecHbIe JorucTHYEeCKHE (PaKThI

JIi1st IOTUCTUKHU, TPAHCIIOPT — 3TO ABIKEHHE TOBapa CPEACTBAMHU M KOHEYHO IKE
JIIOJIbMH M3 TOYKH A K Touke B mo Bo3myXy, MOpIo, Kelne3Hou jgopore, Tpacce. bes
9TOTO IMPOIlecca HaIll COBPEMEHHBIM PUTM >KHU3HHU HE ObLI OblI TAKOBBIM. I 4TOOBI BCe
OBLJIO TOCTABJIEHO B HEMCIOPYEHHOM IIEPBOHAYAILHOM BHE, pAOOTHUKHU 3TOM C(ephl
cepbe3Ho 3a00TaTcd 0 Bamux rpy3ax. Tak, Hanmpumep, B SIIOHUU BCe MEJIKUE I'PY3bI
IIEPEBO3SIT B €MKOCTSIX HAIIOJHEHHBIX HEKHEHIIed prcoBod melryXod. CII0KHO
MIPEJICTaBUTEL JOOBIYY 3TOro ChIpbsi. Ho 3TO He camas Ooinpias 3a00Ta, IIPOsIBICHHAS
o otHomeHuo K ToBapaM. B CIIIA cunenansl 600 criennaabHBIX jKeJIE3HOIO0POKHBIX
CPY30BLIX nOyTed mnporTskeHHocTho Oosee 173 000 mmis (Mekcuka, CIIA wu
Kaunana). ITo atum penscam ormpasisttor /0% mpousseneHubix CeBepHON AMEPUKON
agTomMoOmiei. O0wmit 00beM 1oxona paseH $42mipa. B rox. A nepBoe MECTO Cpean
IIPOAYKTOB IMWUTAaHWS 3aHUMAaeT 3aMOPOKEHHBI Kaprtodenn, ero 95% ot olmrero
00BbEMa IIEPEBO30K. A €ClIM CMOTPETH Ha BCIO JIOTUCTUKY B MUPE, U COOPATh LIEIIOUKY
BCEX MepeBOo3uMbIX Kozbac, To jnmuHa npeBblcuT 400 000kM. DTo paccTosiHuEe OT
3emuu 10 JIyHBI 1 HEMHOTO 0OpaTHO.
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Text 6. Pressures to Improve Logistics

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Savings, encourage, pressure, knowledgeable, yu#ditce, competition, remain
competitive, opportunity, customization, growth, provement, offer, pollution,
congestion on roads, concern, environmental, pzatbn, deregulation, fluctuate,
exchange rate, respond.

Ex.2. Read the text and do the tasks that follow.

As well as potential savings, many other factoesercouraging organizations to
improve the management of their supply chains. féewing list suggests some of
these pressures:

¢ Customers are more knowledgeable, and demand hegradity, lower costs
and better service.

¢ Competition is getting fiercer, and organizationsstrlook at every opportunity
to remain competitive.

¢ There is changing power in the supply chain. Varge retail chains, such as
Wal-Mart, Tesco, Toys-R-Us and McDonald's, demaunstamized logistics from
their suppliers.

¢ Other changes in retail markets include the groeitR4-hour opening, home
deliveries, out-of-town malls, retail parks, telepk and on-line shopping.

¢ International trade continues to grow. This is emaged by free trade areas
such as the European Union and North American Frage Area.

¢ Organizations are introducing new types of openatsaich as just-in-time, lean
operations, time compression, flexible manufactyrimass customization, virtual
operations, and so on.

¢ Some organizations are turning from a product f@adeere they concentrate on
the end products) to a process focus (where thegerirate on the way products are
made). This encourages improvement to operatiankiding logistics.

¢ There have been considerable improvements in concation. These allow
electronic data interchange (EDI), item codingcetmic fund transfer (EFT), e-
commerce, shared knowledge systems, and other reaqges.

¢ Organizations are outsourcing peripheral activiaesl concentrating on their
core operations. Logistics is a useful area faidtparty operators, with specialized
companies offering a range of services.

¢ Organizations are increasing co-operation throug@naes, partnerships, and
other arrangements. This integration is importantlégistics, which is usually the
main link between organizations in a supply chain.

0 Managers are recognizing the strategic importahteeosupply chain.

¢ Attitudes towards transport are changing, becadisacoeased congestion on
roads, concerns about air quality and pollutionpader environmental issues,
government policies for the real cost of road tpamt privatization of rail services,
deregulation of transport, and a host of other ghan

This is, of course, only a partial list and there anany other pressures for
change, including uncertain market conditions, tmali change, deregulation of
business, rising costs, shortage of skilled staf€tuating exchange rates, and so on.
In the next section, we will see how logisticsasponding to these pressures.
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Ex. 3. Answer the questions.

1. Are there are any factors that encourage ingmant in supply chain?
2. What do customers demand? 3. What encouragemahttrade? 4. What other
changes in retail markets occur? 5. What improvésnen communication do we
witness now? 6. What are the attitudes to importerda@ned by? 7. How do
companies increase their cooperation? 8. What qitesmsures can you add to the list
which may help improve logistics?

Ex. 4. Work in pairs. Speak on the pressures thay rhelp improve an
organization’s logistics.

| nteresting to know
BepernTeCL naJJJeT —3TO0 OYE€Hb OIMaCHO IJIdA 3H0pOBLﬂ!

[oToBsIch K mepee3ay B HOBHIM oduc, rpynmna komnanuii Apply Logistic Group
pelniaa BOIUIOTUTh HECKOJbKO HHTEPHEPHBIX HJIEH C MOMONIbI0 majuier. Takue
pEKOMEHJallK ObUTM TMOJYYEHBI OT MCIMAHCKUX JM3ailHEPOB, KOTOPbIE MPUHUMAIHU
ydacThe B pa3paboTke MHTephepa HoBoro oduca. Beap Apply Logistic Group —uato
HU Ha €CTh 3aHUMaeTcs JiorucTukoi! OHaKo, HEMHOTO MOyMaB, COTPYIHUKH ApPPly
Logistic GroupnpuHsiM pelieHne OTKa3aThCsl OT JaHHOW 3aTed. [leyio B ToM, 4TO
najuieThl — 3TO OYEHb OMAacHas BEllb JJIS 3I0POBbsS desioBeka. Mbl 3HaeM, 4TO ujes
MAJUIET B MHTEPbEPE — OTO AKTYAJIbHBIM JIW3aWHEPCKUU TPEHI MOCIEIHUX
HECKOJIbKMX JIET, HO OH HEH30eXHO MpHuBead Obl K TOMY, YTO MHOTHE JIOAH
HAaXOJWIUCh Obl B TIOCTOSHHOM KOHTaKT€ C aKTHUBHBIMM KaHIIEpOr€HaMH,
TOKCUYHBIMU TIECTUIIUAAMH U BPEIOHOCHBIMU OAKTEPUSIMH.

POINTS FOR DISCUSSION

1.1s it true that every organization has to movatamals to support its
operations? What do service companies like Inteseetice providers move? Give
some examples from different types of organizatmsupport your views.

2. How important is logistics to the national ecary® What proportion of
employment and gross domestic product is due tistiog? How has this proportion
changed over time?

Unit 2. THE SUPPLY CHAIN

Text 1. Notion of Supply Chain

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Focus, work in isolation, act as sb/sth, delivetiver, manufacturer, sell, a series
of organizations, dairy, distributor, journey, edr crude oil, refinery, emphasize,
refer (to), satisfy, unique supply chain, chocqlateve ‘from dirt to dirt', go beyond
sth.
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Ex. 2. Read the text and do the tasks that follow.

So far, we have focused on the movement of maseriaiough a single
organization. In reality, organizations do not worksolation, but each one acts as a
customer when it buys materials from its own sugpliand then it acts as a supplier
when it delivers materials to its own customersvidolesaler, for example, acts as a
customer when buying goods from manufacturers tlagid as a supplier when selling
goods to retail shops. A component maker buys ratenals from its suppliers,
delivers these into components, and passes thésréswther manufacturers. Most
products move through a series of organizationshag travel between original
suppliers and final customers. Milk moves througfaran, tanker collection, dairy,
bottling plant, distributor, and supermarket befa® buy it. A toothbrush starts its
journey with a company extracting crude oil, andntht passes through pipelines,
refineries, chemical works, plastics companies,ufacturers, importers, wholesalers
and retailers before finishing in your bathroom.sheet of paper moves through
several organizations before it reaches our desk.

People use different names for these chains ofitieti and organizations. When
they emphasize the operations, they refer to tleegss;when they emphasize
marketing, they call it a logistics channelhen they look at the value added, they
call it a value chainwhen they see how customer demands are satidfieylcall it a
demand chainHere we are emphasizing the movement of matemalsnall use the
most general term of supply chain.

A supply chairconsists of the series of activities and organaregithat materials
move through on their journey from initial suppsdo final customers.

Every product has its own unique supply chain, trese can be both long and
complicated. The supply chain for Cadbury starthwocoa beans growing on farms
and ends with the delivery of bars of chocolatehtmgry customers. The supply
chain for Levi jeans starts with cotton growingairfield and ends when you buy the
jeans in a shop. The supply chain describes tlad gotirney of materials as they
move ‘from dirt to dirt. Along this journey, matds may move through raw
materials suppliers, manufacturers, finishing opena, logistics centres,
warehouses, third party operators, transport cormpamwholesalers, retailers, and a
whole range of other operations. Sometimes, thelgughain goes beyond the final
customer to add recycling and re-use of materials.

Ex. 3. Answer the questions.

1. Do organizations work as customers as well gmplsrs simultaneously?
2. What way do products have to travel from supgli®e customers? 3. What way
does milk travel before we buy it? A toothbrush®hat names are used to describe
these activities when we emphasize different aspettorganizations’ activities?
5. What term is used in relation to the movementnaterials? 6. Do products have
similar supply chains? Give examples. 7. What Stafgematerials pass as they move
‘from dirt to dirt'? 8. Does the supply chain alvgafinish with the final customer?
9. Supply chains can be both long and complicatad’t they?
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Ex. 4. Expand on the following statements frontexe

1. Organizations do not work in isolation. 2. Mgeibducts move through a
number of organizations on their way to final cansus. 3. Different names are used
to describe this movement of materials and an azgtan’s activities. 4. The supply
chain may go beyond the final customer.

Ex. 5. Work in pairs. Describe the notion of a dymhain.

Text 2. Structure of Supply Chain

Ex. 1. Before reading the text check the meaning of thewmg words and word
combinations in the dictionary.

Single, inwards, upstream, downstream, tiers opkens, original source, fairly
easy, general approach, hub, local feeder servicksgue, blood transfusion,
wholesaler, complicated, grow cotton, provide, garandividual customers, separate
strand, alternative route, mergers and divisiormjntess, information transfer,
complex pattern.

Ex. 2. Read the text and do the tasks that follow.

The simplest view of a supply chain has a sing@lpct moving through a series
of organizations, each of which somehow adds vatuéhe product. Taking one
organization's point of view, activities in frontib— moving materials inwards — are
called upstreamthose after the organization — moving materialsvaudls — are
called downstream.

The upstream activities are divided into tiers @p@iers. A supplier that sends
materials directly to the operations is a first 8applier; one that send materials to a
first tier supplier is a second tier supplier; dhat sends materials to a second tier
supplier is a third tier supplier, and so on baxckhe original sources. Customers are
also divided into tiers. One that gets a produgatly from the operations is a first
tier customer; one that gets a product from a fiest customer is a second tier
customer; one that get a product from a secondtistomer is a third tier customer,
and so on to final customers.

In practice, most organizations get materials froany different suppliers, and
sell products to many different customers. Thendingply chain converges as raw
materials move in through the tiers of suppliers] diverges as products move out
through tiers of customers. A manufacturer miglet sgb-assembly providers as first
tier suppliers, component makers as second tigyligup, materials suppliers as third
tier suppliers, and so on. It might see wholesasréirst tier customers, retailers as
second tier customers, and end users as thirdustomer.

It is fairly easy to imagine the shape of a manwi@e's supply chain, but most
other organizations use the same general apprasidmes, for example, move
passengers from pick-up points, through local fesdevices to major 'hub’ airports,
on to another hub, and then back out through Isealices to their destinations;
banks collect all cheques in central clearing hsusefore sending them back to
branches and customers; blood transfusion serhiaes regional centres that act as
wholesalers for plasma.
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Each product has its own supply chain, and thege hsige number of different
configurations. Some are very short and simple ehsas a cook buying potatoes
directly from a farmer. Others are surprisinglydoand complicated. An everyday
product like a shirt has a long journey from therfggrowing cotton through to the
final customer. It also has several chains mergiagouttons, polyester, dyes and
other materials join the main process. In the samag, when you buy a computer,
many strands of the supply chain merge as Inteligeothe processor, Matshita the
DVD drive, Agfa the scanner, Hewlett-Packard thmtper, Microsoft the operating
system, and so on.

Supply chains diverge to meet demand from differeyges of customer.
Manufacturers of car components, for example, sathe products to car assembly
plants, some to wholesalers for garages doingngsmme to retail shops for individual
customers, and some directly to customers througbsies. Then the supply chain
divides into separate strands with the same prddliotving alternative routes.

As you can see, our picture of supply chains isirgetmore complicated, with
various mergers and divisions along their lengtie Teality is even more complex,
as each organization works with many — often thodsa- of different products, each
of which has its own supply chain. The French camyg@arrefour is Europe's largest
retailer, and this comes at the end of tens ofgands of supply chains; Corus makes
steel that is used in countless final products, Didkes computers that are used for
huge amounts of information transfer.

Some people argue that the term 'supply chainsdive simple a view, and they
prefer to talk about a supply netwook supply webHowever, we will stick to the
usual name, and recognize that it refers to a cexnphttern of movements. You can
get some idea of the size and complexity of thesm fthe ‘Logistics in Practice’
section on the example of Wal-Matrt.

Ex. 3. Answer the questions.

1. What is the simplest way to imagine a supplyith&. What is added to a
product as it moves from organization to organa#i 3. What terns are used to
describe the movement of materials with referencant organization’s positioning?
4.Into what are the upstream activities dividedhatVabout the downstream
activities? 5. How does the supply chain behavenwive talk of many different
suppliers and customers? 6. There is a great numbalifferent supply chain
configurations, isn’t there? 7. What is the reafwrdividing supply chains? 8. What
makes the real picture of supply chain so complex?

Ex. 4. Expand on the following statements frontexe

1. A single product movement through a series gfaoizations can give the
simplest idea of a supply chain? 2. The upstreamites are divided into tiers of
suppliers. 3. Customers are also divided into .tidrsVlost organizations cooperate
with many suppliers, and sell to many customerdt'sfairly easy to imagine the
shape of a manufacturer's supply chain. 6. Eaclklymibhas its own supply chain.
7. Supply chains diverge to meet customers’ dema®dSupply chains is quite a
complicated phenomenon.

Ex. 5. Work in pairs. Describe the structure ou@@y chain.
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Logistics
in practice

Wal-Mart

In 1962 Sam Walton opened a discount store in RBog&izona. He attracted
customers with a combination of low prices, a wrdage of goods and friendly
service. Sam called his store Wal-Mart, and wasuscessful that he quickly opened
more branches. In 1983 he opened a SAM'S Club wasehfor members, and in
1988 the first 'Supercenter' selling groceries. 91 Wal-Mart had become the
leading retailer in the USA, and started its ind&ional expansion. It moved into
Mexico, Puerto Rico and Canada, and then into Séutlerica, Asia and Europe.
Most of its later expansion came through buyingla@ompanies, such as ASDA in
the UK.

Wal-Mart always kept the same emphasis on low priaewide range of products
and friendly service. The scene is set at the famdr of each store, where a staff
member greets customers and tells them about $pEéeas and promotions. By
2000 Wal-Mart was the world's largest retailer widDO stores, serving 100 million
customers a week, employing 1.2 million staff “associates' — an annual turnover
of US$175 billion and profit of US$6 billion a year

You can imagine the size of the logistics in WalsM®n mainland USA they
have 85,000 suppliers sending $1.5 billion dollarstth of materials a week to 62
main distribution centres, and on to 1800 Wal-nsores, 800 Supercenters, 460
SAM's clubs and 13 Neighbourhood Markets. A larget pf Wal-Mart's operating
expenses depend on the efficiency of their logisihen margins are tight, a small
change in logistics performance and costs has sidenable effect on profit. This is
why Wal-Mart use the 'industry's most efficient asdphisticated distribution
system'. Their success can be judged by continexpginsion, with annual sales up
20 per cent in the first quarter of 2000, and li&elike sales up 5 per cent.

Text 3. Benefits of Supply Chains

Ex. 1. Make sure you know the following words andiveombinations.

Wonder, avoid, though, author, suppose, deliverpleatiful, divert, processing
plant, coffee beans, fuel supplies, allow for mighas, throughout, sugar cane, beet,
harvest, delivery routes, wholesaler, intermediaggardless (of), facilities, get
economies of scale, stocks of finished goods, ptacerder, have short lead times,
develop expertise.

Ex. 2. Read the text and do the tasks that follow.

Supply chains are so complicated that you mightdeonf there is some way of
avoiding them. Sometimes this is possible, whenmawe products directly from
initial producers to final customers - when, foaewle, farm shops sell vegetables
directly to consumers, or authors publish their kgoon the Internet. In general,
though, there are very good reasons for havinghgdosupply chain. Suppose the
population of a town decides to buy vegetables feofarm shop. This would have a
minimal supply chain, but the whole population wbtriavel separately to the farm.
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It would make more sense to have a transport coypaltect the vegetables and
deliver them to a central location in the town kelia supermarket. If the transport
company delivers to one town, it can easily deliwceother nearby towns, perhaps
stopping at a depot to organize local deliveriesilfere is a depot, vegetables can be
put into storage while the supply is plentiful, arethoved when there are shortages.
If the vegetables need cleaning or preparationtrémesport company can divert to a
processing plant. Continuing in this way, you ca&e svhy a long supply chain
develops, and what benefits it brings.

Supply chains exist to overcome the gaps creatednwduppliers are some
distance away from customers. They allow for opanatthat are best done — or can
only be done — at locations that are distant frastamers or sources of materials.
For example, coffee beans grow in South Americd,the main customers are in
Europe and North America. The best locations favgrostations are away from both
their main customers in cities and their fuel sigspl

As well as moving materials between geographicadigarate operations, supply
chains allow for mismatches between supply and ddméhe demand for sugar is
more or less constant throughout the year, busdipely varies with the harvesting of
sugar cane and beet. When there is excess supptikssare built-up in the supply
chain, and these are used after the harvests .fiGspply chains can also make
movements a lot simpler. Imagine four factoriegclily supplying products to eight
customers. Logistics has to organize 32 differelitvdry routes but, if the factories
use a central wholesaler, the number of routesgtisocl2.

The following list suggests some other benefitavefl-designed supply chains
(where we use the terms 'wholesaler’ and 'retader'a convenient label for
intermediaries):

» Producers locate operations in the best locati@ymrdless of the locations of
their customers.

» By operations in large facilities, producers cagt gconomies of scale.
Producers do not keep large stocks of finished goasl these are held further down
the supply chain nearer to customers.

» Wholesalers place large orders, and producersqraksver unit costs in price
discounts.

» Wholesalers keep stocks from many suppliers, givetailers a choice of
goods.

» Wholesalers are near to retailers and have skadittimes.

» Retailers carry less stock as wholesalers prawaligble deliveries.

» Retailers can have small operations, giving a aespe service near to
customers.

» Transport is simpler, with fewer, larger deliverieducing costs.

» Organizations can develop expertise in specipesyof operation.

Ex.3. Answer the questions.

1. Is it possible to refuse supply chains? 2. Can give reasons in favour of
having a supply chain? Supply examples. 3. Why Isugpains exist? 4. Do supply
chains allow for mismatches between supply and ddm&. What are the benefits of
well-designed supply chains?

22



Ex. 4. Expand on the following statements frontexe

1. Sometimes it is possible o avoid supply chahdhere are good reasons for
having supply chains. 3. Supply chains help to cwee the distance between
suppliers and customers. 4. Supply chains allownrfismatches between supply and
demand. 5. A well-designed supply chain brings nhb@nmeefits to an organization.

Ex. 5. Work in pairs. Describe the benefits of $yppains.

Worked
Example 1

J. Mitchell currently has sales of £10 million aagewith a stock level of 25% of
sales. Annual holding cost for the stock is 20%alfie. Operating costs (excluding
the cost of stocks) are £7.5 million a year an@&o#ssets are valued at £20 million.

What is the current return on assets? How doesctiasige if stock levels are
reduced to 20% of sales?

Text 4. Logistics Separate Activities

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Include, initiate, procurement, find suitable sugxs, negotiate terms and
conditions, insurance, process orders, clericglgoke attention, purchase, recognize,
traffic, transport operator, meet requirements, reasonameespond, vehicle,
damage, acknowledges receipt, unload, emit fumgentory, consolidate, departure,
wrap, appropriate, align, significant role, exchamg information’, sales forecasting,
production scheduling, consider the problems.

Ex. 2. Read the text and do the tasks that follow.

Logistics is responsible for the movement and g®maf materials as they move
through the supply chain. But what activities dt@s include? If you follow some
materials moving through an organization, you caa that the following activities
are normally included in logistics.

@ Procurement or purchasing.he flow of materials through an organization is
usually initiated when procuremesgnds a purchase order to a supplier. This means
that procurement finds suitable suppliers, negadiaérms and conditions, organizes
delivery, arranges insurance and payment, and @wesything needed to get
materials into the organization. In the past, lfas been seen as a largely clerical job
centered on order processing. Now it is recogniasdan important link with
upstream activities, and is being given more attant

@ Inward transport or trafficactually moves materials from suppliers to the
organization's receiving area. This has to chobeeaype of transport (road, rail, air,
and so on), find the best transport operator, desigpute, make sure that all safety and
legal requirements are met, get deliveries on inekat reasonable cost, and so on.
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@ Receivingmakes sure that materials delivered correspondhé drder,
acknowledges receipt, unloads delivery vehiclespaicts materials for damage, and
sorts them.

@ Warehousing or storesioves materials into storage, and takes care of the
until they are needed. Many materials need speaia, such as frozen food, drugs,
alcohol in bond, chemicals that emit fumes, animatsl dangerous goods. As well as
making sure that materials can be available quieckign needed, warehousing also
makes sure that they have the right conditionatiment and packaging to keep them
in good condition.

@ Stock controkets the policies for inventory. It considers thetemnials to store,
overall investment, customer service, stock levetder sizes, order timing and so
on.

@ Order pickingfinds and removes materials from stores. Typicaiterials for
a customer order are located, identified, checkeaoved from racks, consolidated
into a single load, wrapped and moved to a depaduea for loading onto delivery
vehicles.

@ Materials handling moves materials through the operations within an
organization. It moves materials from one operatiorthe next, and also moves
materials picked from stores to the point wherg e needed. The aim of materials
handling is to give efficient movements, with sh@stirneys, using appropriate
equipment, with little damage, and using speciatkpging and handling where
needed.

@ Outward transportakes materials from the departure area and delihem to
customers (with concerns that are similar to inweadsport).

@ Physical distribution managemesta general term for the activities that deliver
finished goods to customers, including outward dpamt. It is often aligned with
marketing and forms an important link with downatreactivities.

@ Recycling, returns and waste dispogalen when products have been delivered
to customers, the work of logistics may not beshad. There might, for example, be
problems with delivered materials — perhaps theyewfaulty, or too many were
delivered, or they were the wrong type — and thayehto be collected and brought
back. Sometimes there are associated materialsasuphllets, delivery boxes, cable
reels and containers (the standard 20 foot lon@gineixes that are used to move
goods) which are returned to suppliers for reuseeésmaterials are not reused, but
are brought back for recycling, such as metalssglpaper, plastics and oils. Finally
there are materials that cannot be used agaimgrbubrought back for safe disposal,
such as dangerous chemicals. Activities that retoaterials back to an organization
are called reverse logistios reverse distribution.

@ Location.Some of the logistics activities can be done ired#nt locations.
Stocks of finished goods, for example, can be heltie end of production, moved to
nearby warehouses, put into stores nearer to cesspipassed on to be managed by
other organizations, or a range of alternativegjidtacs has to find the best locations
for these activities -or at least play a significasle in the decisions. It also considers
related questions about the size and number ofitie€i These are important
decisions that affect the overall design of thepsuphain.
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@ CommunicationAlongside the physical flow of materials is theasated flow

of information. This links all parts of the suppdpain, passing information about
products, customer demand, materials to be mowathg, stock levels, availability,
problems, costs, service levels, and so on. Coatidig the flow of information can
be very difficult, and logistics managers often alid®e themselves as processing
information rather than moving goods. M. Christapkepports this view by saying
that, 'Supply chain competitiveness is based upen vialue-added exchange of
information'. The Council of Logistics Managemetgoahighlights the combination
of materials and information flow in their defimiti:

Logistics is the process of planning, implementamgl controlling the efficient,
cost-effective flow and storage of raw materiatsprocess inventory, finished goods
and related information from point of origin to poof consumption for the purpose
of conforming to customer requirements.

Depending on the circumstances, many other aesitan be included in
logistics. Sometimes an organization might includdes forecasting, production
scheduling, customer service management, overgaasn, third party operations,
and so on. The important point is not to draw aabjyt boundaries between functions,
but to recognize that they must all work togetloeget an efficient flow of materials.

Ex. 3. Match the words with their definitions.

1) recycling a) likely to injure or harm sb, ordamage or destroy sb

2) waste b) a heavy wooden or metal base thabearsed for moving or
storing goods

3) pallet c) a hard, usually transparent substased for making windows
or bottles

4) disposal d) opposite to what has been mentioned

5) faulty e) treating things that have alreadyrbesed so that can be used
again

6) reel f) not perfect, not working or made cotiyec

7) container g) the act of using smth in a casetgunnecessary way, causing
it to be lost or destroyed

8) glass h) a round object around which you cerdwuch things as the
thread, wire or film

9) dangerous 1) the act of getting rid of smth

10) reverse ]) in which smth can be stored orsjppanted

Ex. 3. Answer the questions.

1. What activities does logistics include as matsrmove through the supply
chain? 2. Where does procurement start? 3. Whas isssence? 4. What makes
receiving an important aspect of logistics? 5. W8tage do moving of materials and
taking care of them mark? 6. What is the purpossafk control?

Ex. 4. Decide which of the following statementsatieer true or false.
1. Order picking considers customer service, ordees and stock levels.
2. Material handling moves materials from suppli€dsOutward transport moves
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materials into storage. 4. The term ‘physical dstion management’ sets policies
for finding suitable suppliers. 5. All organizatisfogistics activities must be done in
one location.

Ex. 5. Expand on the following statements frontexe

1. Logistics normally include many different acti®s. 2. The work of logistics is
not finished after products have been deliveredcustomers. 3. Some logistics
activities may be carried out in different locasod. Logistics is associated with the
flow of information between different parts of tkepply chain. 5. Logistics may
include many different activities.

Ex. 6. Work in pairs. Describe different other aittes that logistics normally
include.

Logistics
in practice

Konigshaven Suppliers
Konigshaven Suppliers is a food wholesaler, delnerto supermarkets in
southern Denmark. Its standard accounting systemsotidentify separate logistics
costs, and this makes it difficult to identify aseamith particularly high costs, or those
that need improving. To get a clearer picture,dbmpany ran a survey in one main
warehouse. It used some estimates and simplifitgtibut feels that the following

figures give a reasonable view. These figures skiwsv costs incurred for each
€100,000 of net sales.

a.Cost of sales: €58,00QThe cost of purchasing products sold on to custsme
including administration of the purchasing office)

b. Transport inwards: €3000 (Cost of bringing goods from suppliers and
delivering to the warehouse)

c. Other costs of delivery to warehouse: €400 general category covering any
other costs of relations with suppliers)

d. Warehousing and handling: €700QCosts of receiving materials, checking,
sorting, moving to the warehouse and storing)

e. Stock financing: €100@The cost of financing stock, including debt chaige
f. Sales force: €12,00QSalaries and costs of the sales office)
g. Special promotions: €3000Qncluding presentations, visits and samples)

h. Delivery to customers: €5000Costs of taking goods out of the warehouse and
delivering to customers)

I. Debt financing: €2500(Costs of financing plant and equipment)
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J. Information processing: €200Qncluding all aspects of order processing)

k. Returns and recycling: €500 (Cost of recovering pallets and any other
materials returned to the warehouse)

These figures are open to some interpretation, they show that transport
accounts for 12 per cent of sales and warehousing per cent. Several other costs
might be included in logistics, including some phasing, sales, information
processing and recycling.

Case
study

Ace Dairies

Ace Dairies gives a home delivery service for milkjry products and a range of
related goods. Roger Smitheram has run the dairthe past twelve years. His
product is a combination of goods (the items héveded) and services (the delivery
and associated jobs he does for customers).

At the heart of operations is an information systehich contains full details of
all Roger's 500 customers, including their regueders, special orders, where to
deliver, how they pay, and so on. Every day theéesyscalculates the likely sales of
all products in two days time. Roger adds some maufsafety, allows for likely
variations and passes his order to Unigate Dairyatmes in Devon (about 150 km
away). This Unigate depot acts as a wholesalernidkmen in Wales and the
southwest of England. The following evening it defs to a holding depot in
Camborne, and then takes Roger's goods 10 km etdestore in Hayle. At 5.30 the
following morning Roger collects the order from kisld store and starts delivering
to customers. This normally takes until 1.30 in #feernoon, but on Fridays he
spends more time collecting money and often firgskfeer 5.00 pm.

There are several specific problems facing Ace iBsirThere is, for example,
some variation in daily demand, so Roger has to/cpare stock. He cannot carry
too much, as dairy products have a short life amgheng not delivered quickly is
thrown away. Roger aims at keeping this waste dmahper cent of sales. There are
also problems maintaining a service during holidaysvhen Unigate has difficulties
with their deliveries.

Perhaps Roger's main concern is maintaining hisssalver the long term.
Demand for doorstep deliveries is declining, as ppeobuy more milk at
supermarkets. The number of milkmen in Hayle hadirted from ten in 1987 to
three in 2002. Most of Roger's customers have bggnhim for many years, but he
generates new custom by canvassing, deliverindgetsafspecial offers, carrying a
range of other products, and so on.

Answer the gquestions.

1. Describe the supply chain for milk. 2. Where sidee Dairies fit into this?
3. What specific activities form the logistics ircd Dairies? 4. What are the main
problems that Ace Dairies has with logistics?
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Worked
Example 1

JL Francisco & Partners run a wholesale fruit bessharound Rio del Plata. In
normal circumstances the company makes a grosst pbf5% of sales. A
consultant's report has recently suggested that@2¥%eir operating costs are due to
logistics, and that improved efficiency might redubis by 10%. How much extra
profit would this generate? If they do not imprdeagistics, how much would sales
have to rise to get the same increase in profit?

POINTS FOR DISCUSSION

1. The supply chain is a convenient notion, butaoizations are only really
interested in making products that they can seltustomers. Provided they have
reliable supplies of materials, and reasonablespart for finished products, logistics
is irrelevant. Do you think this is true?

2. Very few organizations deal with the final custy for a product. Most
operations work upstream and form one step of thgplg chain, often passing
materials to internal customers within the sameanization. How does the type of
customer affect the organization of logistics arfee tmeasures of customer
satisfaction?

3. The cost of logistics varies widely from orgaaian to organization. What
factors affect these costs? Are the costs fixezharthey be controlled?

4. How could you find the best balance betweenicetevel and costs?

Unit 3. INTEGRATING ALONG THE SUPPLY CHAIN

Text 1. Improving Communications

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Challenge, obvious change, satellite tracking afids, automatic guidance
systems, generate, invoice, time-consuming, behwoather than, enter information,
electronic data interchange, order processing systeorldwide, associate, debit,
loop, arrange payment.

Ex. 2. Read the text and do the tasks that follow.

Logistics continually meets new challenges, andhianging faster now than at
any time in the past. Perhaps the most obvious gehas the increasing use of
technology. Some of this appears directly in theveneent of goods — such as
electronic identification of packages, satellitacking of lorries and automatic
guidance systems — but the greatest impact has waiimeommunications.

When a company wants to buy something, it typicdlgs to generate a
description of the goods, request for price, puseharder, order confirmation,
contract terms, shipping papers, financial arrareges) delivery details, special
conditions, invoices, and so on. In the past, althese — and mountains of other
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paperwork — had to be printed and posted betweganaations. This could make
even a simple transaction seem complicated anddonsuming. Telephones did not
help much, as Sam Goldwyn pointed out, ‘a verbatraot isn't worth the paper it's
written on'.

In the past few years technology has revolutiontbede communications. Initial
progress came with fax machines that could senctrelec copies of documents
between distant locations in seconds rather thars.d&@he drawback with fax
machines is that documents produced by one comptiliehave to be printed, fed
into a fax machine, transmitted over telephoneslittesomeone else who reads the
text and enters the information to their own coreput

By the 1990s the obvious next step had arrived efiéictronic data interchange
(EDI). This allowed remote computers to exchanga aathout going through any
intermediaries. Early users were supermarkets wiked their stock control systems
directly to suppliers' order processing system® 3ipermarket checkouts recorded
sales of each item, and when stocks got low theesyautomatically sent a message
asking for another delivery. This use of EPOS8Iectronic point-of-sales data — gave
less paperwork, lower transaction costs, fasternconications, fewer errors, more
integrated systems, and closer business relations.

By 1997 about 2000 companies in the UK used EDtremfe with suppliers. Over
the next few years electronic trading became mophisticated and widespread. The
mushrooming of e-mail was followed by all kindsesbusiness, e-commerce — and
soon ‘e-anything'. The efficient transfer of infatiton has been particularly useful
for purchasing, which has developed into e-purcigasi e procurementThis comes
in many forms, all based on the direct exchangedath between a supplier's
computer and a customer's. Two main versions aBe (Bdsiness-to-business, where
one business buys materials from another busimessB2C(business-to-customer,
where a final customer buys from a business). B§228round 83 per cent of UK
suppliers used B2B, and the worldwide value of Bi2ifle was over US$2 trillion.

Two associated technologies have developed to sufial. The first is item
coding,which gives every package of material moved antitiémg tag. The tag is
usually a bar code or magnetic stripe that canebe automatically as the package
moves through its journey. Then the logistics syskmows where every package is
at any time, and automatic materials handling camensort, consolidate, pack and
deliver materials.

The second technology is electronic fund trangid¥T). When the delivery of
materials is acknowledged, EFT automatically dabiscustomer's bank account and
credits the supplier's. This completes the looph \EDI to place orders, item coding
to track the movement, and EFT to arrange payment.

Ex. 3. Answer the questions.

1. Why is logistics changing faster now? 2. Wheaa the most obvious change
be seen? 3. What must a company do if it intendsijosomething? 4. How was all
this information concerning the purchase of goodsgssed in the past? 5. What
technological changes have taken place recently?n@t developments marked the
beginning of 1990ies? 7. What changes were obsenvatdout 2000 UK companies
by 19977 8. What technologies were developed tp kpeEDI?
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Ex. 4. Find English equivalents.

OTBeuyaTh Ha HOBBIE BBI3OBbI, BCC BO3pPACTAIOUICC HCITIOJIb30BAHUE TCXHOJIOT'UH,
ABTOMATH4YCCKas CHCTCMaA YIIPABJICHHUA, OJIICKTPOHHAA I/II[CHTI/I(bI/IKaHI/I}I IIaKETOB,
AaBaTb OIIMCAaHUC, YCIOBHA KOHTpPAKTa, MOpoCTasd CHACIKaA, YCTHBIﬁ KOHTPAKT,
HEJIOCTaTOK, BBOAUTH HWH(OpPMAIMIO, YIaJCHHBIA KOMBIOTEP, OOMEH JaHHBIMH,
nepenaya MHQOpMAIUK, UASHTUPUIUPYIOUINI SPIBIK, ITPUX-KOJ, MOITBEPKIATH,
KOJIMPOBaHUE OTAEIBHOI'0 TOBapa, yperyjanpoBaTh Omjary.

Ex. 4. Expand on the following statements frontexe

1. Logistics continuously meets new challenge$n Z2he past a company had to
generate mountains of paperwork. 3. The arrivalel&ctronic data interchange
marked a new stage in improving communicationfter 1997 electronic trading
became more sophisticated and widespread. 5. TWaiede technologies were
developed to support EDI.

Ex. 5. Work in pairs. Describe measures that arekema to improve
communications.

Text 2. Improving Customer Service

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Remain competitive, affect, comparable, obvioushgintain a service level, be
willing, different circumstances, synchronize, peralize, customization, virtual
integration, volume, flexible, company.

Ex. 2. Read the text and do the tasks.

It is normally in everyone's interests to make s$tigs costs as low as possible.
Logistics managers want low costs so that they mermampetitive, and their users
want to pay as little as possible. Many organizetibave reduced their logistics costs
to levels that affect their whole operations. Lowansport costs, for example, make
it feasible to sell products over a wider geogreprea. The cost of transport for,
say, Japanese manufacturers is so low that theyoffan goods at prices that are
comparable to those offered by domestic compaBieslarly, efficient transport can
move products quickly over long distances, so thenmneo need to build traditional
warehouses close to customers.

While striving for lower costs, organizations ohwsty have to maintain their
service levels. Improved logistics means givinggBevice that customers want at the
lowest possible cost. A problem, of course, is ifigdthe features that customers
really want and the level of service they are wglito pay for. These vary widely in
different circumstances, but a key factor is thadlgégime. This is the total time
between ordering materials and having them deldrared available for use. Again, it
iIs normally in everyone's interest to make thisagehs short as possible. When
customers decide to buy something, they want itveledd as soon as possible;
suppliers want to keep customers happy with fastic® and with no products
hanging around and clogging the supply chain. Igethe lead time should be as
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close to zero as possible, and one approach toutdes synchronized material
movement.This makes information available to all parts of gupply chain at the
same time, so that organizations can coordinatemabimovements, rather than wait
for messages to move up and down the chain.

Another key factor for customer satisfaction isso@alized products. Instead of
buying a standard textbook, for example, you dbsctihe contents you want and a
publisher supplies a volume with exactly these ®gations. This is mass
customization, which combines the benefits of nmassluction with the flexibility of
customized products. It uses B2C to give direct momcations between a final
customer and a manufacturer, and it needs suppiyn<lthat are flexible, that move
materials very quickly, and respond to varying aboqs.

Dell Computers was one of the first companies ® msss customization. They
do not build standard computers, but wait untilugtomer places an order on their
website. Then they build a computer for the speafider. Logistics makes sure that
the necessary materials are always available farufaaturing, and it delivers the
finished machine quickly to the customer.

Dell work so closely with their suppliers that théwmve developed ‘virtual
integration’, where they all seem to be part ofgame company. This works well
with Dell, who have 50 main components, but wotulork with a car manufacturer
and their three thousand components? Flexible naatwing here would put severe
pressures on the supply chain, but the '‘3DayCagrBname’ suggests that 80 per cent
of cars in the UK could be built to order by 2010.

Ex. 3. Derive nouns from the following adjectives.

Competitive, feasible, comparable, efficient, olsgpwilling, available, possible,
synchronized, exact, flexible, customized, varyisggcific, necessary, close, virtual,
same, maintain, severe.

Ex. 4. Answer the questions.

1. What is the man aim of logistics managers? 2aWWh logistics users’ goal?
3. What do lower transport costs help to achievd@aintaining their service levels
should be provided while striving for lower cosssiouldn’t it? 5. What is the key
factor in improving logistics? 6. What lead time ttiey have to strive for? 7. What is
a personalized product? 8. What formula is used d&scribe the direct
correspondence between a final customer and a memnuér? 9. What company was
the first to use mass customization? 10. How digly thchieve this? 11. What is
‘vertical integration’?

Ex.5. Expand on the following statements fromeéxe t

1. It is in everyone’s interest to make logistiosts as low as possible. 2. Wile
lowering logistics costs, organisations have to nta@n their service levels.
3. Personalized products is another key to cust@agsfaction. 4. Dell Computers
was one of the first to use mass customization.

Ex. 6. Work in pairs. Describe the ways to improustomer service.
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Text 3. Other Significant Logistics Trends

Ex. 1. Before reading the text check the meanirgeofollowing words and word
combinations in the dictionary.

Emphasis, mean, competitor, be likely, restrickefitrade, removal of import
guotas and trade barriers, look for competitordf production cost, encourage,
expenditure, postponement, dye, yarn, sweater,saosking, quantity, drop-
shipping, access, vendor, courier, consumptiomngeze.

Ex.2. Read the text and do the tasks.

Apart from increasing technology and emphasis ostacner satisfaction, there
are several other important trends in logistice dllowing list includes some of the
most significant.

¢ Globalization: Improved communications and better transport measat t
physical distances are becoming less significargafizations can become global in
outlook, buying, storing, manufacturing, moving adstributing materials in a
single, worldwide market. As a result, internatiotieade and competition are
continuing to rise. Organizations used to lookdompetitors in the same town, but
now they are just as likely to come from anothetticent.

Efficient logistics makes a global market feasibBnd other factors that
encourage international trade include less restfidinancial systems, consumer
demand for imported products, removal of importtgacand trade barriers and the
growth of free trade areas. You can see the effect®mnufacturing, where producers
look for economies of scale in large facilitiesdted in areas with low production
costs. The unit production cost is low, and effitil®gistics keeps the delivered price
down. This is the reason why German companies daege plants in Poland,
American companies work in Mexico and Japanese aamp work in China.

¢ Reduced number of suppliers1 the past, organizations have used a large
number of suppliers. This encouraged competitiosueed that they got the best deal
and maintained secure deliveries if one supplier ireo difficulties. The current
trend, however, is to reduce the number of suppliend develop long-term
relationships with the best. As we shall see latarking closely with a small
number of organizations can bring considerable fitsne

¢ Concentration of ownershifzarge companies can get economies of scale, and
they have come to dominate many supply chains.€Thes, for example, many shops
and transport companies — but the biggest onesncento grow at the expense of
small ones. The result is a continuing concentnatibownership, which you can see
in many logistics sectors ranging from food wholessato cruise lines.

¢ Outsourcing: More organizations realize that they can benefimfrusing
specialized companies to take over part, or altheir logistics. Using a third party
for materials movement leaves an organization fi@econcentrate on its core
activities. M.C. McKinnon says that, '‘Outsourcingshbeen one of the dominant
business trends of the 1980s and 1990s' and susuegygrest that around 30 per cent
of logistics expenditure is outsourced in the EU.
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¢ Postponement:Traditionally, manufacturers move finished goodst i
production and store them in the distribution systentil they are needed. When
there are many variations on a basic product, ¢ais give high stocks of similar
products. Postponement moves almost-finished ptedot the distribution system,
and delays final modifications or customizationilutiite last possible moment. You
can imagine this with '‘package-to-order', wher®@mmany keeps a product in stock,
but only puts it in a box written in the appropeidanguage when it is about to ship
an order.

Manufacturers of electrical equipment, such aslipsiland Hewlett-Packard,
used to build into their products the transformansl plugs needed for different
markets. Then they had to keep separate stock®diigts destined for each country.
Now they make the transformer and cables as sepavdernal units. They only keep
stocks of the basic, standard products, and cusethem for different markets by
adding the proper transformers and plugs at themasute. The result, of course, is
much lower stocks. In the same way, Benetton uselge yarn different colours, knit
sweaters and keep stocks of each colour to megingademand. Now they knit
sweaters with undyed yarn, keep much smaller stotkisese, and dye the finished
sweaters to meet actual orders.

¢ Cross-dockingTraditional warehouses move materials into storégep them
until needed, and then move them out to meet denfarass-docking co-ordinates
the supply and delivery, so that goods arrive atréteiving area and are transferred
straight away to a loading area, where they aregoid delivery vehicles. This
dramatically reduces stock levels and associatedrastration.

There are two basic forms of cross-docking. In fin&t, packages are moved
directly from arriving vehicles and onto departioges. This does not really need a
warehouse and a simple transfer point is enougltthdnsecond form there is some
additional work as materials arrive in larger pagswhich are opened, broken into
smaller quantities, sorted, consolidated into deles for different customers and
transferred to vehicles.

Cross-docking can develop to the point where ngtlaictually moves through a
warehouse. Any stock is kept within vehicles, givistock on wheelsA related
arrangement uses drop-shipping)ere wholesalers do not keep stock themselves,
but co-ordinate the movement of materials diredtlyn upstream suppliers to
downstream customers. As warehousing is expengige time-consuming, these
methods can give much more efficient flows, andvallmethods such as quick
responsand efficient customer response.

¢ Direct delivery:More customers are buying through the Web, or figdither

ways of trading earlier in the supply chain, sushrail order or buying directly from
manufacturers. This has the benefits of reducirag lémes, reducing costs to
customers, having manufacturers talking direcththteir final customers, allowing
customers access to a wider range of productssarmah. It also means that logistics
has to move small deliveries quickly to final cus@rs. This has encouraged the
growth of couriers and express parcel delivery isesssuch as FedEx, UPS and
DHL.
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¢ Other stock reduction methodkeeping stock is expensive, so organizations
continually look for ways of reducing the amourdrstl in the supply chain. There
are many ways of doing this. One approach usesintshe operations to co-
ordinate activities and minimize stock levels.

Another approach has vendor managed inventehere suppliers manage both
their own stocks and those held further down thppluchain. Improved co-
ordination reduces overall costs and can give anm®of scale.

¢ Increasing environmental concernhere is growing concern about air
pollution, water pollution, energy consumption, ambdevelopment and waste
disposal. Logistics does not have a good reputdborenvironmental protection -
demonstrated by the emissions from heavy lorriesg af green field sites for
warehouses, calls for new road building, use oémsitve packaging, ships illegally
flushing their fuel tanks, oil spillages from tanleecidents, and so on.

On the positive side, logistics is moving towagieéner' practices. Operators use
more energy efficient vehicles, control exhaustssions, reuse packaging, switch to
environmentally friendly modes of transport, in@earecycling through reverse
logistics, add safety features to ships, develagwhrfield sites, and so on. They
increasingly recognize that careful management beang both environmental
protection and lower costs. A fair assessment mightthat logistics is making
progress on environmental issues, but it has soaygovgo.

¢ More collaboration along the supply chai@rganizations in a supply chain
increasingly recognize that they have the samectbgs — which are satisfied final
customers. They should not, therefore, compete wébh other, but should co-
operate to get final customer satisfaction. Thignsimportant point. It means that
competitors are not other organizations within #@me supply chain, but are
organizations in other supply chains. Christophenmarizes this by saying that
'supply chains compete, not companies'.

Ex. 3. Answer the questions.

1. What are other important trends in logisticsraffam increasing technology
and emphasis on customer satisfaction? 2. How glodslization tell on logistics?
3. What is the current tendency in relation to $epg? 4. Concentration of
ownership leads to the formation of economies afescdoesn’t it? 5. In what way
does using a third party for material movement bBeoeganizations? 6. What does
postponement help to achieve? 7. Cross-dockingdouates the supply and delivery,
doesn’t it? 8. What benefits does direct delivelyed 9. How is logistics moving
towards ‘greener’ practices? 10. How can final congr satisfaction be achieved?

Ex. 4. Expand on the following statements frontexe

1. There are several other important trends instagg apart from increasing
technology expansion and customer satisfactioGl@balization shortens physical
distances between organizations. 3. Postponemewesnalmost finished products
into the distribution system. 4. Cross-docking diawates the supply and delivery.
5. There is a growing concern about environmestalas.

Ex. 5. Work in pairs. Describe other significanterids that may help the
integration along the supply chain.
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Text 4. Fragmented Logistics

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Unfortunately, come into conflict, frequent shogagimilarly, inevitably, run a
department, fragmented, suppose, seamlessly, chainegror, emergency order,
delay, disadvantage, obscure, remove boundarigsie vanhancement, internal
integration, ten extra units, rising demand, angplif

Ex.2. Read the text and do the tasks.

A general overview of successive logistical operati within an organization
represents a series of related activities that \adde to the final product. These
activities have traditionally been managed seplrase that an organization might
have a distinct purchasing department, transpgrardeent, warehouse, distribution
fleet, and so on. Unfortunately, dividing up logistin this way creates a number of
problems.

Purchasing might look for the most reliable supplienventory control for low
unit costs, warehousing for fast stock turnovertemals management for easy
handling, transport for full vehicle loads, andoso These aims all seem worthy, so it
might be sensible for each activity to judge itsnowerformance in the most
appropriate way. Unfortunately, we soon hit proldewhen the aims come into
conflict. For example, warehousing might save mobgyeducing the stock of raw
materials - but this leads to more frequent shedand raises the costs of expediting
for purchasing and emergency deliveries for trartsg@imilarly, purchasing can
reduce its administrative costs by sending fewaegdr orders to suppliers — but this
increases stock levels and raises the amount oeyntred up in the warehouse.
Using sea transport rather than airfreight reducassport costs - but increases the
amount of stock held in the supply chain. In rgalihe different activities of logistics
are very closely related, and policies in one paevitably affect operations in
another.

The problems at RP Turner are almost inevitabléogfistics is divided into
separate functions. Each part will move in a ddfdr direction, and there is
duplicated effort and wasted resources. Imaginehalegaler who has one fleet of
vehicles run by materials management to bring na$em from suppliers, and a
separate fleet run by distribution to deliver tlaens goods out to customers. This
might work, but you can picture the duplicated dffand waste in managing two
separate vehicle fleets. Another organization migive three stocks — raw materials,
work in progress and finished goods — each runitfgrdnt departments and using
different standards and systems.

A fragmented supply chain also makes it difficudt ¢o-ordinate the flow of
information through different systems. Supposeapction department knows that
it is running short of a material and needs a nelwery. This information should
pass seamlessly to purchasing. If, however, ittbgass from one system to another
there is a greater chance of error, uncertaintigydend inefficiency — resulting in
late delivery, emergency orders, expediting andtaes.

To put it briefly, fragmenting logistics into diffent parts has the disadvantages
of:
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e giving different, often conflicting, objectives tin an organization duplicating
effort and reducing productivity

e giving worse communications and information fldvefween the parts

e reducing co-ordination between the parts - leadmtpwer efficiency, higher
costs and worse customer service

e increasing uncertainty and delays along the sugipdyn making planning more
difficult

e introducing unnecessary buffers between the pantsh as stocks of work in
progress, additional transport and administratree@dures

e obscuring important information, such as the tatast of logistics giving
logistics a low status within an organization.

We have described the benefits of integrating targswithin an organization.
Now we can extend this argument, and suggest the dzenefits for integrating
logistics along more of the supply chain. If eacbamization only looks at its own
operations, there are unnecessary boundaries bettheen, disrupting the flow of
materials and increasing costs. External integnatemoves these boundaries to
improve the whole chain. M. Christopher advises tmove, saying that 'Most
opportunities for cost reduction and/or value ermleament lie at the interface between
supply chain partners'.

This effectively gives three levels of integratidime first has logistics as separate
activities within an organization; the second haermal integration to bring them
together into a single function; the third has maéintegration, where organizations
look beyond their own operations and integrate nobtee supply chain.

Organizations within the same supply chain shoutdoperate to get final
customer satisfaction.

They should not compete with each other, but wigfarmzations in other supply
chains.

Forrester described one interesting effect of gnfirented supply chain. Imagine a
retailer who notices that demand for a productsrisg 5 units in a week. When it is
time to place the next order, the retailer assuimatsdemand is rising, and orders ten
extra units to make sure it has enough. The lotallesaler sees demand rise by ten
units, so it orders an extra 15 units to meet tiosvth. The regional wholesaler sees
demand rise by 15 units, so it orders another 46.uAs this movement travels
through the supply chain, a relatively small chaimginal demand is amplified into a
major variation for early suppliers.

Ex. 3. Answer the questions.

1. How do they manage the activities within an argation that add value to the
final product? 2. Does this way of dividing up Isits contribute to better
organization’s performance? Why? 3. What kind cdregle does RP Turner give?
4. What happens if each part of a company worksotation? 5. What are other
drawbacks of fragmented supply chain? 6. Under whbatition is there a greater
chance of information error or delay? 7. What dives all result in? 8. What is the
most important disadvantage of fragmented logistitat the above list gives?
9. What helps remove these boundaries? 10. Why dweBorrester give his
definition of a fragmented supply chain?
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Ex. 4. Expand on the following statements frontexe

1. Related activities which give additional valoghe final product of a company
have been treated differently. 2. Aims of differpatts of a company may come into
a conflict. 3. Dividing logistics into separate @tions inevitably brings about
problems. 4. A fragmented supply chain complicétescoordination of information
flow.

Ex. 5. Work in pairs. Describe all the problemsttiragmented logistics brings
with itself.

Logistics
in practice

RP Turner Corp.

RP Turner Corp. makes pipeline valves for the maduistry in western Canada. It
buys materials from Japan, the USA and eastern daamaanufactures valves in
Edmonton, Alberta and ships the finished produziltfields in the North.

The company grew by emphasizing the high qualitytsoproducts, which work
reliably in the harsh weather conditions of thet&stcTransport to remote customers
Is expensive, and in 2000 the company looked foyswaf reducing the cost of
logistics. It soon found that separate functionsked more or less independently.
This was sometimes all too obvious when the thraenrdepartments - Marketing,
Production and Finance - were in different locatidProduction was in Edmonton, as
the nearest major city to the oil fields; Marketiwgs in Calgary near to oil company
headquarters; Finance (including procurement) wagancouver near the port and
financial centre. To appreciate the potential peoid, you have to remember that
Canada is a big country, so Production was a tmoudalometres away from
Finance, 500 km away from Marketing and over twousand kilometres from
delivery points.

The company was rewarding different departments ddferent types of
performance. Not surprisingly, when the departmerdgse asked for their priorities,
they had different views.

Marketing wanted:

e high stocks of finished goods to satisfy custodemands quickly

e a wide range of finished goods always held inkstoc

e locations near to customers to allow delivery veitiort lead times

e production to vary output in response to custoonders

e emphasis on an efficient distribution system

e an optimistic sales forecast to ensure productias geared up for actual
demand.

Production wanted:

e high stocks of raw materials and work in progtessafeguard operations
e a narrow range of finished goods to give long potin runs

e locations near to suppliers so that they couldgstmaterials quickly
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e stable production to give efficient operations
e emphasis on the efficient movement of materiaisu@h operations
e realistic sales forecasts that allowed efficidahping.

Finance wanted:

e low stocks everywhere

e few locations to give economies of scale and mirenoverall costs
e large batch sizes to reduce unit costs

e make-to-order operations

e pessimistic sales forecasts that discouragedrusee facilities.

Despite good communications, the company feltithaas too widely spread out.
It decided to centralize operations at its maimplia Edmonton. This brought the
logistics functions geographically closer togetraergd major reorganization over the
next two years brought a unified view of the supgigin.

Text 5. Integrating Activities

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Reach, obvious, avoid problems, a vital prerecuiidiaickle a problem, overall
benefit, develop over time, take over, artificiagsential, responsible for, obvious
benefit, enthusiasm, considerable, authority, isgédrest, logistics overheads,
airfreight, expensive, transaction, benchmarkidgntify, evolve.

Ex. 2. Read the text and do the tasks that follow.

The obvious way of avoiding these problems is tasaer logistics not as a series
of distinct activities, but as a single integratedction. Then all the parts work
together to get the best overall result for theaargation. This is why P. Sheehy,
former chairman of BAT, could say, 'l believe tratwell designed, integrated
logistics system is a vital prerequisite for comomrsuccess'.

Integrating logisticswithin an organization has all the related actiggi working
together as a single function.

This is responsible for all storage and movementmaterials throughout the
organization.

It tackles problems from the viewpoint of the whamilganization, and looks for
the greatest overall benefit.

In practice, it is difficult to integrate all thedistics within an organization. The
supply chain consists of many different activitiesth different types of operation,
using different systems and geographically disger3dée usual approach has the
integration developing over time. One departmemghinslowly take over all aspects
of ordering and receiving raw materials. Anothepatément might slowly take over
all aspects of delivering finished products to oosrs. Some organizations are
tempted to stop when they reach this stage, arydibek with two functions:
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ematerials managemenaligned with production and looking after the indsr
flow of raw materials and their movement througlerm@pions;

ephysical distributionaligned with marketing and looking at the outwdoivf of
finished goods.

However, this still leaves an artificial break irhat is essentially a continuous
function. The obvious step is to combine the twio ia single function responsible
for all material movement into, through and outlod organization. This completes
the internal integrationf an organization's logistics.

Despite the obvious benefits of integrated logsstihere can still be practical
difficulties. Perhaps the obvious one is findingmsone with the knowledge,
enthusiasm, ability and authority to carry througgtessary changes. This needs a
senior manager who has the necessary power talstachanges — with effects then
percolating through all levels of the organizatibdew practices and relationships
come from individuals working together, developiagculture that is based on
teamwork and co-operation rather than self-inteaastconflict.

Another factor that encourages internal integraisatine analysis of total logistics
cost We can define this as:

total logistics cost = transport cost + warehouseost + stock holding cost +
packaging cost + information processing cost + othéogistics overheads

The traditional view considered each of these s#patosts as independent, so
reducing, say, the transport cost automaticallyel@a the total cost. In the 1960s
organizations began to take a 'systems' view a$tiog, and analyze the interactions
between activities. It became clear that redudiegcost of one activity increased the
cost of another — and the total logistics cost gl reduced by increasing the
amount spent on certain activities. H.T. Lewis ganeearly example of this. They
found that airfreight was much more expensive tal@rnative road transport, but
faster delivery eliminated the need for local stocknd warehouses, and gave
considerable overall savings.

One other important factor for integration is theaitbility of integrated
information and control systems. Managers needstesyto collect, store, analyze,
distribute and present information ranging from skrategic aims of the organization
down to details of each transaction. Most orgaionat use local networks or
intranets for this, but the Internet is increasyrggen as an efficient route for logistics
information. The information can be used by a adndystem that assesses current
circumstances, makes decisions and implementsethédts. An information system
might show that stocks are running low, and a @bisystem uses this information to
place an order with suppliers.

We have now described how logistics has moved fbmmg a low priority,
fragmented function, to a strategic, integrated. difes is a major change, which
typically goes through the following stages:

Stage 1Separate logistics activities are not given mutendion or considered
important.

Stage 2Recognizing that the separate activities of logsstire important for the
success of the organization.

Stage 3Making improvements in the separate functions, mgkure that each is
as efficient as possible.

39



Stage 4.Internal integration — recognizing the benefitsimternal co-operation
and combining the separate functions into one.

Stage 5Developing a logistics strategy, to set the longatdirection of logistics.

Stage 6. Benchmarking — comparing logistics' performance hwibther
organizations, learning from their experiences, nidigng areas that need
improvement and finding ways of achieving this.

Stage 7 Continuous improvement — accepting that furthemglea are inevitable
and always searching for better ways of organitggstics.

By Stage 4 an organization has integrated logistind the last three stages show
how the function can be improved. Stage 5 emphadime need for a strategic view,
Stage 6 looks at other organizations for compasisand lessons, and Stage 7
recognizes that logistics must continually evolMewever, this is not the end of the
story. Once an organization has efficient, integgtaind strategic logistics, it can start
looking at integration along more of the supplyinoha

Ex. 3. Answer the questions.

1. What is the main way of avoiding the disadvaesagf fragmented supply
chain? 2. What does a former BAT chairman thinktbis score? 3. Why s it
difficult to integrate the organization’s logistitd. What are the two functions within
which organizations work? 5. What is the obviowepdgb eliminate a break between
these two functions? 6. What are the essentiatdifies of integrated logistics? How
can they be overcome? 7. What measure can encoutageal integration? 8. How
does the traditional view consider these costd?o% did the situation change in
1960ies? 10. Can you recall H.T. Lewis’ example?Why does a second important
factor for integration acquire such an important2?How many stages did logistics
have to go on its way from fragmented to strategiegrated function? 13. What
happens if an organization has boundaries betwgerabons?

Ex. 4. Expand on the following statements frontexe

1. It is difficult to integrate all the logisticsithin an organization. 2. There still
are practical difficulties in integral logistics. Gradual change in the treatment of the
traditional view on logistics costs. 4. The availiap of integrated information and
control systems is yet another important factor ifdegration. 5. The stages that
describe the transition of logistics from beingoa Ipriority to acquiring a strategic
function.

Ex. 5. Work in pairs. Describéhe circumstances that helped to work out a
concept integrating logistics.

Logistics
in practice

International Business Systems

International Business Systems (IBS) is the largastrnational vendor of
software for supply chain management. It is listadhe Stockholm Stock Exchange,
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but works internationally with more than 5000 cuséos in 40 countries. It was
formed in 1969, and now has 2400 employees workirg§ offices.

IBS offer many software products including a rawgdully integrated modules
that improve performance of the supply chain. Iheotwords, they provide the
information and management controls for lookingelafthe flow of goods and
information in such a way that you give better oostr service and achieve shorter
lead times, with less capital tied up, therebyasieg resources for more profitable
activities'.

The IBS system has modules based around core tegiguch as purchasing,
distribution, sales, finance, production, and so ®hese modules contain many
different components for order processing, foreesgstsales analysis, Internet
trading, bar coding, warehouse management, barscddeentory management,
vendor managed inventory, spare part handling, ooust supply chain helps
organizations to manage relations management, aftdes support, project
management, and so on.

The aim of IBS is to give a sophisticated systeat th comprehensive, but easy
to run and use. Concise, well-presented and rapadmation about all aspects of the
their integrated logistics and 'puts them in cdriifdhe supply chain'.

Worked
Example 3

In a simple supply chain, each organization holis week's demand in stock. In
other words, each buys enough materials from pplgers to make its closing stock
at the end of the week equal to the demand duhagmeek. Demand for a product
has been steady at 100 units a week. One week,ndeefrean final customers is five
units higher than usual. Assuming that deliveries\aery fast, how does this affect
movements in the supply chain?

Text 6. Benefits of Integration

Ex. Before reading the text check the meaningeofdlowing words and word
combinations in the dictionary.

Brewery, joint, a margin of safety, genuine co-@pen, due (to), more accurate
forecasts, external, be reluctant, trust other ne¥mlmuarter, sufficient trust, priority,
achieve, benefit sb, adversary, get a good desd, dmt, assume, loyalty, objective,
long-term interest, specific adjustments.

Ex.2. Read the text and do the tasks.

Confederated Bottlers used to deliver bottles fraheir main plant in
Elizabethville to a brewery in Johnston, 115 mifesay. The brewery filled the
bottles and took them to a distribution centre d@snoutside Elizabethville. Both
companies used their own trucks to deliver produagirning empty. Eventually,
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they formed a joint transport company that usedstae trucks for both deliveries.
Not surprisingly, the transport costs almost halvEuds example shows one obvious
benefit of integration, but there are many others.

Any uncertainty in the supply chain — such as tmpldied variation of demand
seen in the last example — encourages organizatoh®ld higher stocks to give
themselves a margin of safety. These stocks inereasts and make the chain slow
to react to changing conditions (when customersatelmew products, all the stocks
of old products in the supply chain have to be swidefore the new ones appear). If
you continue thinking along these lines, you fihd following benefits from external
integration:

e genuine co-operation between all parts of the sumplain, with shared
information and resources

e |lower costs — due to balanced operations, loweckstoless expediting,
economies of scale, elimination of activities thaiste time or do not add value, and
SO on

e improved performance — due to more accurate fotgchstter planning, higher
productivity of resources, rational priorities, asa on improved material flow, with
co-ordination giving faster and more reliable moeais

e better customer service, with shorter lead timestefr deliveries and more
customization

e more flexibility, with organizations reacting faste changing conditions

e standardized procedures, becoming routine and pvatticed with less
duplication of effort, information, planning, and sn

e reliable quality and fewer inspections, with integd quality management
programmes.

Many organizations have moved towards externagmateon and a survey by P-E
Consulting in 1997 found that 57 per cent of comgmhad some form of integration
of their supply chains. More than 90 per cent ompanies expected further
integration, with a quarter looking for 'fully irgeated' systems (although there were
clearly different opinions about what this meant).

The benefits of external integration may be cldat, there are many practical
difficulties of achieving them. Many organizatiosisply do not trust other members
of the supply chain, and they are reluctant toeslv@iormation. Even with sufficient
trust, there can be problems with different priest competition, data exchange,
appropriate systems, skills, security, the compyexi systems, and so on. This raises
the obvious question of how to achieve integration?

Normally, a supply chain consists of distinct orgations, each working for their
own benefit. So why should they co-operate? Whyukh@ne company work to
benefit another? The answer is that external iategr brings benefits that can be
shared among all members of the supply chain.

The first problem with external integration is os@ming the traditional view of
organizations as adversaries. When an organizgtays money to its suppliers,
people assume that one can only benefit at the negp®f the other. If the
organization gets a good deal, it automatically meaat the supplier is losing out: if
the supplier makes a good profit, it means thattiganization pays too much. This
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adversarial attitude has major drawbacks. Suppdietsigid conditions and, as they
have no guarantee of repeat business, they se®inbip co-operation and try to
make as much profit from each sale as possiblghésame time, organizations have
no loyalty, and they shop around to get the beat dad remind suppliers of the
competition. Each is concerned only with their oalnjectives and will — when
convenient to themselves — change specificatiodscanditions at short notice. The
result is uncertainty about the number and sizeomlers, constantly changing
suppliers and customers, changing products anditcams] different times between
orders, no guarantee of repeat orders and changstg.

To avoid these problems, organizations have togmize that it is in their own
long-term interest to replace conflict by agreem&his often needs a major change
of culture. The following table suggests some dpeadjustments.

Factor Conflict view Co-operation view
Profit One organization profits Both share profits
at the expense of the
other
Relationship One is dominant Equal partners
Trust Little Considerable
Communication Limited and formal Widespread and open
Information Secretive Open and shared
Control Intensive policing Delegation and
empowerment
Quality Blame for faults Solving shared
problems
Contract Rigid Flexible
Focus on Own operations Customers

Ex. 3. Answer the questions.

1. How did the Confederated Bottlers cooperate withrewery in Johnstown?
2. Whose transport did they use to deliver thendpcts? 3. Why do you think they
formed a joint company? 4. What result did theforefbring about? 5. In what cases
do companies try to give themselves a margin ottgaf 6. What happens if
customers demand new products? 7. What benefiteextamnal integration bring?
8. What did the survey carried out by PE Consulshgw? 9. What difficulties do
organizations have to face on the way to externsdgration? 10. Why should
companies overcome the traditional view of orgaiorns as adversaries? How can
they achieve this?

Ex. 4. Expand on the following statements frontexe

1. Trying to improve their logistics companies mesto various forms of
integration. 2. Uncertainties in the supply charcé companies to build a margin of
safety. 3. External cooperation brings benefitsetwh party. 4. There are many
obstacles on the way to external integration.

Ex. 5. Work in pairs. Describe the benefits of mdkintegration and practical
difficulties of achieving them.
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Logistics
in practice

Perman Frere

Perman Fréere is a small manufacturer based in Bigisik exports most of its
products and has a finished goods warehouse negatth of Ostende. Van Rijn is
one of its customers, also based in Brussels.dbrts most of its materials and has a
raw materials warehouse near the port of Rotterdam.

The two companies have traded for many years a2@0i they started looking
for ways of increasing co-operation. It was soonials that they could make a
number of small adjustments to improve logistics. a example, some parts were
made by Perman Frére in Brussels, sent to theiehaause in Ostende, delivered to
van Rijn's warehouse in Rotterdam, and then brobgbk to Brussels. It was fairly
easy to organize deliveries directly between thegamies. This gave a much shorter
journey across Brussels, reduced transport andlihgndosts, removed excess
stocks, simplified administration, and reduced ldel time from five days to three
hours. They also coordinated deliveries to townswanthern France, so that one
vehicle could deliver time, but could not find amgchanism for products from both
companies.

Both companies benefited from these changes. Wiegnwere introduced people
in both companies said that they had been awar¢éhe@fproblems for a long
overcoming them.

Text 7. Different Types of Cooperation

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Experience, valuable, agreed package sizes, makeporchases, commitment,
preferred suppliers, be obliged, partnership, miirarrangement, to supply, at a
fixed price, impose, rigid conditions, long-termnt@ct, to cover rising costs,
neither, guarantee, common, supplier partneringtuatu sharing of information,
senior manager, fair pricing, specialize, qualigrvece, implication, timetable,
contribute, compatibility, facilitator, alliancetayving consensus.

Ex. 2. Read the text and do the tasks.

There are several ways that organizations can ecatp They can, of course,
simply do business together. If an organizationdhgeod experience with a supplier,
it will continue to use them and over some periall eevelop a valuable working
relationship. Sometimes the cooperation is moretipes such as small companies
making joint purchases to get the same quantityodists as larger companies; EDI
links to share information; combining loads to reeltransport costs; agreed package
sizes to ease material handling, lists of prefesugapliers, and so on. The key point
with these informal arrangements is that thereascommitment. This is probably
how you shop, as you have favourite shops but arelrliged to use them. Japanese
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companies take this approach further formidgiretsu — which are groups of
organizations that work together without actuadiyniing partnerships.

An informal arrangement has the advantage of biéxgble and non-binding. On
the other hand, it has the disadvantage that efipely can end the co-operation
without warning, and at any time that suits therhisTis why many organizations
prefer a more formal arrangement, with a writtentrarct setting out the obligations
of each party. These are common when organizaseesthemselves as working
together for some time. An electricity company, éxample, might agree to supply
power at a fixed price for the next three yeargvigled a customer buys some
minimum quantity. More formal agreements have tdeaatage of showing the
details of the commitment, so that each side knexegtly what it has to do. On the
other hand, they have the disadvantage of losiagikility and imposing rigid
conditions. In 2001, for example, there were poguas in California when electricity
suppliers found that their long-term contracts wetistomers specified prices that
were too low to cover the rising costs of genematio

When an organization and a supplier are working wglether, they may both
feel that they are getting the best possible resatd neither could benefit from
trading with other partners. Then they might look & long-term relationship that
will guarantee that their mutual benefits contindidis is the basis of a strategic
alliance ormpartnership

The supplier knows that it has repeat business fong time, and can invest in
improvements to products and operations; the orgdon knows that it has
guaranteed - and continually improving — suppli€sese arrangements are now
common, and you often hear statements like 'AbbaffoNal treats its suppliers as
partners'. L.M. Ellram and D.R. Krause prefer et ‘supplier partneringand give
the following definition.

Supplier partnerings ‘an ongoing relationship between firms, whickalves a
commitment over an extended time period, and aahsharing of information and
the risks and rewards of the relationship.’

The following list gives the main features of allczs:

e organizations working closely together at all lsve

e senior managers and everyone in the organizasigmgorting the alliance

e shared business culture, goals and objectives

e openness and mutual trust

e long-term commitment shared information, experidanning and systems

e flexibility and willingness to solve shared proiig

e continuous improvements in all aspects of opematio

e joint development of products and processes

e guaranteed reliable and high quality goods and s

e agreement on costs and profits to give fair andptitive pricing

e increasing business between partners.

Partnerships can lead to changes in operationsekample, the stability of a
partnership might encourage suppliers to specializne type of product. They give
such a commitment to the alliance that they redlie® product range, make these as
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efficiently as possible, and concentrate on ghargmall number of customers a very
high quality service. They share information witlstomers without the threat that
this will be used to get some form of trading adage. At the same time, customers
reduce their number of suppliers, as they no longed to look around to get the best
deals. Japanese companies were among the firsivedalh strategic alliances, and at
the time when Toyota had formed partnerships w250 suppliers, General Motors
was still working separately with 4000 suppliers.

It can be difficult to form a successful partnepshhA useful starting point is to
analyze current operations and future plans toifsaiances would be useful. A
company cannot really expect any benefits from laanae if it only buys a few
materials, or is changing its manufacturing bases sensitive about confidentiality,
or cannot find reliable suppliers. Most organizasio however, can see potential
benefits, and they should start looking at possiiptangements. Typically they form
a project team to identify potential partners, wefobjectives, set timetables, list
resource implications, negotiate terms, and sd/men this project team makes its
initial report, potential partners can be approdcla@d negotiations begin. The
following example shows how one company set aliost t

Of course, forming a partnership is only the fsstp, and it still needs a lot of
effort to make it a success. Some factors thatribarté to a successful partnership
include a high level of achieved service, real cgmtings, a growing amount of
business, compatibility of cultures, and so orRawley gave a more general list of
key factors as management commitment, a contra@cifgmpg costs and
responsibilities, agreed performance indicatorsged objectives, shared culture and
joint information systems. Lambert summarized these

@ drivers,which are the compelling reasons for forming paghips, such as cost
reduction, better customer service, or security;

@ facilitators, which are the supportive corporate factors thatoerage
partnerships, such as compatibility of operatiossnilar management styles,
common aims, and so on;

@ componentswhich are the joint activities and operations useduild and
sustain the relationship, such as communicatiomrofla, joint planning, shared risk
and rewards, investment, and so on.

Alliances are certainly not the best answer ingeacumstance. Some purchases
are so small, or materials are so cheap, thatffoeg eeeded for an alliance is not
worthwhile; sometimes managers do not want to tms#rol or share information;
sometimes an organization may not be able to finghiner willing to make the
necessary commitment; organizational structuresutiures may be too different; it
may be impossible to reach the necessary levelist, there may be nobody with the
necessary skills and enthusiasm, and so on. Seyeass after starting its supplier
partnership initiative, Petro-Canada still bough®-40% of materials through
traditional supplier-customer relationships.

However, it is clear that alliances are becomingraasingly popular. As Ewer
says, we have 'the powerful combination of improteszhnology which can enable
better partnering, a growing consensus that panmenabled by e-B2B is essential,
and a growing public profile for partnering issuegeneral'.
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Ex. 3. Answer the questions.

1. In what ways can companies cooperate? 2. Undhat wonditions can this
cooperation bring better results? 3. What is thg peint in this kind of informal
arrangements? 4. How do Japanese companies usapibtisach? 5. What is the
drawback of such informal arrangement? 6. What thee measures to make this
arrangement more formal? 7. What is the basis faking a strategic alliance or
partnership? 8. How is supplier partnering define®l? What are the main
characteristics of alliances?

Ex. 4. Expand on the following statements frontexe

1. There are several ways for companies to coope?atNo commitment is the
main point of informal arrangements. 3. Disadvaesagf informal arrangement. 4. A
long-term relationship can be basis for makingratsgic alliance. 5. Partnerships
can lead to changes in operations. 6. It oftenlies certain difficulties to form a
successful partnership. 7. Forming a partnershifhasfirst step in strengthening
cooperation between companies.

Ex. 5. Work in pairs. Describe different ways in ickh organizations can
successfully cooperate.

Logistics
in practice

Petro-Canada

Petro-Canada (PC) is the largest oil company inaGanwith 4500 employees
and over $6 billion in sales. It owns 750 millioartels of proved reserves, but its
main income comes from 1700 retail petrol statiohke Canadian government
originally founded PC to compete with major intd¢ro@al companies, and it still
owns 18% of the shares.

In the 1990s PC started to form strategic alliavedis its major suppliers. It was
looking for ways of reducing costs, and suppliatmperships were a clear option for a
company that spent over $2 billion a year on maleother than oil.

To find the best way of forming strategic alliancé¥C benchmarked other
companies who reported a history of successfuhpeships, including Motorola and
Dow Chemicals. In practice, growing pressure toroap performance meant that PC
had to get results quickly, and they developed then approach. This had targets of
reducing costs by 15% in a first phase, and evéntiona 25%.

PC quickly realized that without guaranteed prodmaality it could make no
further progress, so it consolidated its use dltquality management. This included
Deming's '14 principles' which advise organizations to buy products on the basis
of cost alone, but to include a range of factorshsas quality, reliability, timing,
features, trust, and so on.

Now it had done the preparation, PC could stakirtglto prospective partners. It
chose these from companies that it currently digtrbasiness with, and those whose
products were critical. There were already longrditag, informal relationships with
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many of these, and PC extended them to create fooral alliances. Important
considerations were that the suppliers were corathitd high quality, emphasized
customer satisfaction, and had the potential toimecthe best of the best'.

This gave PC its likely partners, and the nextestags to form joint development
teams, including representatives from the purclgaaimd user departments. Because
of the time pressure, this team looked for quickrnovements. Their aim was to get
the initiative moving, get some quick returns, gate enthusiasm for the ideas, and
then move the partnership forward over the longent

We can summarize PC's approach to developing pahips in the following
stages:

1. prepare the organization for alliances with aese, training, systems and
practices

2. assess the risk and benefits of partnershifiggaims and targets

3. benchmark other partnership arrangements

4. select qualified suppliers

5. form joint teams to manage the initiative and/entt forward

6. confirm the partnership's principles, commitnsentrelationships and
obligations

7. formalize the terms and conditions

8. continue training and improving.

Text 8. Vertical Integration

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Go beyond partnership, own, minority share, joienture, thinly, steel mill,
canner, backward, desirable, necessarily, bake.

Ex. 2. Read the text and do the tasks.

If an organization wants to go beyond partnershipbas to own more of the
supply chain. One common arrangement has an oagamztaking a minority share
in another company. This gives it some say in tlogierations, but it does not
necessarily control them. A manufacturer, for exi@nmight take a minority share in
a wholesaler, to get some influence in the way iteairoducts are distributed.

Another option is for two organizations to starfpant venture,where they both
put up funds to start a third company with sharechership. A manufacturer and
supplier might together form a transport companynioving materials between the
two.

The most common arrangement has one organizatimplysi buying other
organizations in the supply chain. This increatekevel of vertical integration.

Vertical integrationdescribes the amount of a supply chain that is owWneone
organization.

If an organization buys materials from outside $ip® and sells products to
external customers, it does not own much of thelsughain and has little vertical
integration. If the organization owns initial suigps, does most of the value adding
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operations, and distributes products through tal foustomers, it owns a lot of the
supply chain and is highly vertically integratefitie organization owns a lot of the
supply side it has backwaad upstream integratioif; it owns a lot of the distribution
network it has downstreaar forward integration.

In some circumstances vertical integration is tlesthway of getting different
parts of the supply chain to work together. FordAofierica, for example, has at
different times owned everything from steel milksaugh to distributor networks and
repair shops. More often, widespread vertical irgegn would be very expensive,
leading to huge organizations that spread theiouregs too thinly, needing
specialized skills and experience that one org#nizadoes not have, reducing
flexibility to respond to changing conditions, asamon. So vertical integration is not
necessarily desirable, and it is usually imposdiiesven the biggest organization to
own much of their supply chains. Heinz, for examgannot buy all the farmers,
processors, steel mills, canners, wholesalers)aetaand other organizations in the
supply chain for their baked beans.

Ex. 3. Answer the questions.

1. What should companies do if they want to go beypartnerships 2. What are
the rights of an organization which has a mincstare in another company? 3. What
rights do companies enjoy if they set up a jointtuee? 4. What is the most common
arrangement of solving the problem of vertical gngtion? 5. What is vertical
integration? 6. In what case does a company owast aflthe supply chain and is
highly vertically integrated? 7. Is vertical intagjon in many cases the best way of
making the supply chain parts work together? 8. Whakes widespread vertical
integration very expensive?

Ex. 4. Expand on the following statements frontexe

1. Vertical integration is one of the ways to gydra partnerships. 2. Starting a
joint venture is yet another option on this pathV@&rtical integration means the
amount of a supply chain which an organization owhgd/ertical integration helps
bring different supply chain parts together. 5. ¥gdread vertical integration is quite
expensive.

Ex. 5. Work in pairs. Describe the peculiaritiesveftical integration.

Logistics
in practice

GZ Rexam

In 1996 Rexam Pharmaceutical Packaging and Graaaini formed a joint
venture called GZ Rexam. Its primary aim is to dyppackaging to the
pharmaceutical industry in Europe. This is an ingoar area, as over 50% of
pharmaceutical companies' product recalls are dabgeaults in printed material,
and each recall costs several million pounds.
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GZ Rexam looks for the benefits of partnershipshwiils customers. John
Stevenson, the Sales and Marketing Director, sdy® days of the conventional
supply chain where everyone existed as an indeperahdity ... are no longer'. He
guotes three reasons for partnerships:

@ Lower costs — due to better co-ordination, elimorabf duplicated effort, less
bureaucracy, quantity discounts, and economiesalésGZ Rexam estimates that it
can save up to 60% of packaging costs through gattips.

@ Shorter lead-times - from improved coordination,ogedures and
administration. With Eli Lilly they reduced leadmies from six to two weeks, with
just-in-time deliveries for specific orders.

@ Higher quality — with uniform standards, collabavatin quality initiatives, less
reliance on inspections and a commitment to lomg+-tenprovements.

Once the objectives of a partnership have beeredgtee two key factors for
success at GZ Rexam are commitment to the long4antess of the partnership and
good communication between everyone concerned.

Case
study
Friedland Timbers asa

Johann Klassen is the Managing Director of Friedil@imbers asa. which makes
specialized wood products for the construction stidu He has recently been
worried by late deliveries to some important custesn The industry is very
competitive, and Johann knows that customers willagother suppliers if he cannot
guarantee deliveries. The marketing manager iscpéatly upset because he has
worked with these customers for a long time, arahysed deliveries that were not
made.

Johann asked the production manager for an expdana&he told him that 'Our
own suppliers were late in delivering certain typésvood. This shortage of a key
raw material disrupted our production plans. Wencaibe blamed for this. If anyone
in the company is to blame, it is the warehouseaganwho does not keep enough
stocks of raw materials to cover for late deliverie

Johann then went to the warehouse manager to saewas happening. 'There
can't be anything wrong here', he was told. 'Stdkee been climbing for the past
year, and last month they were at an all time highpart, this is a deliberate
decision, as | want to improve service levels todpiction. In part, though, stocks
seem to have just drifted upwards. Now we have bighks of most items, but there
are still occasional shortages. These high stoeksausing me problems with space,
and are stretching my budget. | think that the lgldims in purchasing, who do not
order the amounts that we request."

Johann saw that some stocks were drifting upwaetsse purchasing were
buying large quantities of some materials. At thes time, they were delaying some
purchases, and this produced the shortages. Thalhgsing manager explained to
Johann, 'Let me remind you that eight months ago ystructed me to reduce
materials costs. | am doing this by taking advamtaf the discounts given by
suppliers for larger orders. Often | order morenthequested under the assumption

50



that we will need the material at some stage, getla discount and the material is
already in stock when we need it. Sometimes keeghimgs in stock would take too

much space or be too expensive, so then | miglatydet order until | can combine it

with others to get bigger discounts.'

Johann thought that he was near the source ofrbidgms, and might ask for the
purchasing policies to be reviewed. Then he tatketthe transport manager who was
not so sure. 'lt is much more efficient for me tang larger quantities into the
company', he said. 'lIf you reduce the average @idet the transport costs will rise.
Our budget is already being squeezed, as we haymyofor expensive express
deliveries of materials that production classifyuagent. If you lower the order size,
there will be more shortages, more express dediseand even higher costs.'

Johann talked to some major suppliers to see ¥ tloeild somehow improve the
flow of materials into the company. Unhappily, vehile was talking to one company,
they raised the question of late payments. This ewmdrary to Tried-land's stated
policy of immediate payment of invoices, so he dsliee accounting section for an
explanation. He was given the unwelcome news Tfte¢ company's inventory and
transport costs are so high that we are short sih.cé/e are delaying payments to
iImprove our cash flow. As it is, we had to use akbaverdraft to pay suppliers for
last month.

Later that day Johann found that the late custatakveries which had started his
investigation, were actually caused by poor salesechsts by the marketing
department. They had seriously underestimated deénzend planned production was
too low. All the employees at FT were doing thast) but things seemed to be going
wrong.

Answer the gquestions.

1. Why do all the logistics costs seem to be righghe same time? 2. What do
you think are the basic problems in Friedland? Ba¥Wwould you recommend
Johann do?

Project
Supply Partnerships

Find a particular product whose supply chain isydasstudy, such as petrol, a
telephone service, cars, a restaurant chain, ongueter game. Discuss the amount
of integration in the supply chain. What alternasivare there for integration? See if
different organizations making similar products édlve same approach, and explain
any differences. Say why the existing patterns agfistics have developed, and
discuss the benefits of this level of integration.

POINTS FOR DISCUSSION

1. What do you think are the main factors that en@ge logistics to change?
How is it responding to these pressures? What @sadg you think there will be in
the next decade?
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2. When logistics is divided into separate fundiosach is likely to have its own
objectives. Is this necessarily a bad thing, ortbane be positive benefits?

3. An integrated supply chain is a convenient mgtiout it does not reflect real
operations. An organization is only really concerneth its own customers and
suppliers, and does not have time to consider athgainizations further along the
chain. Do you think that this is true?

4. When M. Christopher says that 'supply chainsp=igy not companies' what
exactly doe he mean?

5. H. Decker and A. van Goor say that integratiorihie supply chain can be at
the level of:

@ Physical movement @ Shared information @ Integrated control

@ Integrated infrastructure.

What do they mean by this?

Unit 4. STRATEGIC DECISIONS

Text 1. Types of Decisions

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Consequence, implement, concern, medium term, raaklecision, constraint,
middle manager, armed forces, rigid organizaticmsspdown a decision, growing
recognition, junior manager, remote, closely, leaganization, corporate, evidence,
review, impact, environmental issues, mention, tiremportant developments,
relevant information, periphery.

Ex. 2. Read the text and do the tasks that follow.

Some decisions are very important to an organizatith consequences felt over
many years. Other decisions are less importanh eonhsequences felt over days or
even hours. We can use their importance to cladsifysions as:

e Strategic decisionsre most important and set the overall directionthef
organization; they have effects over the long tanmplve many resources and are
the most risky.

e Tactical decisionsare concerned with implementing the strategies dker
medium term; they look at more detail, involve fewesources and some risk.

e Operational decisionare the most detailed and concern activities dweshort
term; they involve few resources and little risk.

A traditional view has senior managers making tinategic decisions that set
their organization on its course. These strategcisibns give the objectives,
constraints and context for the tactical decisimasle by middle managers. These, Iin
turn, give the objectives, constraints and confextoperational decisions made by
junior managers. This is still the usual approaghdécisions, but new styles of
management and improved technology have encoudgedes. Now you rarely see
such a strict hierarchy, even among conventionaig organizations like the armed
forces. Most decisions are discussed, negotiatdchgreed rather than simply passed
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down. There is also a growing recognition thatlieet person to make a decision is
the person most closely involved - and this isrofiejunior manager who is on the
spot rather than a remote, senior manager. Yowsearhis effect with empowerment
(which devolves decisions to the lowest possibleelle 'delayering’ (to remove
unnecessary layers of management) and lean organga(which remove all
unnecessary activities).

There are several types of strategic decision. [lBage different names for these,
but the most common are:

e mission- a statement to give the overall aims of the amgdion;

e corporate strategy which shows how a diversified corporation wilhave its
mission;

e business strategy which shows how each business within a divexkifie
corporation will contribute to the corporate stggte

e functional strategies- which describe the strategic direction of eaafcfion,
including logistics.

Essentially the higher strategies set the goals geweral direction of the
organization, and the functional strategies show tmachieve these. So the business
strategy shows what has to be done, and the Ilcgjisttategy shows how the supply
chain will help achieve this. If an organizationshea business strategy of being the
lowest cost provider of some product, the logissitategy shows how it will reduce
logistics costs to a minimum; if the organizatisnworking to get fast deliveries to
customers, the logistics strategy defines politaesachieving this. This assumes, of
course, that logistics really has a strategic réterhaps we should review the
evidence to support this.

The last two chapters showed that logistics is réedefor every organization,
even those supplying intangible services. We saad it is concerned with major
decisions that have a clear strategic impact, siscthe design of the supply chain,
size and location of facilities, relations with ethorganizations, partnerships and
alliances. We showed that logistics is a major wéeesources, including transport
and storage; it has an impact on organizationdlopeance, including profit and
financial measures such as the return on assetf$edts lead time, perceived product
value, reliability and other measures of custongwise; it gives public exposure,
raises safety and environmental issues, encoursg®e operations and prohibits
others.

You can see more evidence of the strategic rolegi$tics in mission statements,
which often have some explicit reference to thepsughain. It is, of course, not
surprising that companies offering specialized dogs services refer to the supply
chain in their missions. The mission of Roadway flégp, an American transport
company, says:

We will contribute to customer success and satisfacby providing reliable,
responsive, and efficient service. Our principabduct will be less-than-load
transportation on 2-day and longer lanes withinthéimerica, and on international
lanes to and from North America.

Similarly, Mercia Software is the largest Europedsh provider of software for
supply chain management, and they say that:
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Mercia's mission is to provide customers with optimvalue business solutions
in demand and supply chain planning.

Retailers often form the links to final customeasd their long-term survival
depends on their ability to manage supply chaird @ove materials efficiently.
Boots the Chemist says:

Our vision is to be the world's leading retailerpodducts and services that help
make our customers look good and feel good.

Sainsbury's objectives include:

To provide unrivalled value to our customers in ¢uality of the goods we sell,
in the competitiveness of our prices and in thgeaof choice we offer.

To achieve efficiency of operation, convenience andtomer service in our
stores ...

Neither of these statements mentions logisticsctirebut they both emphasize
the supply of products to customers, and their icitpteliance on logistics. The
point, of course, is that the long-term survivaleskry organization depends on the
flow of materials through its supply chains. Theatgic importance of logistics
stems from the basic fact that without logisticeréncan be no operations - and no
organization. You can see this message clearlyamymmission statements. GKN, for
example, include a commitment:

To treat our suppliers fairly as an integral pdroor total capability to serve our
customers.

We could continue discussing the evidence for atesgic role for logistics, but
the facts are so clear that there is little poifttis is, however, a relatively new
opinion. For many organizations the recognitiort tbgistics has a strategic impact
Is one of the most important developments of regears. It changes the way that
they manage the supply chain, and links it morsadipwith other strategic decisions.
Logistics has a new, prominent role and gets thmesattention as other core
functions. Senior managers make the decisionsdbasanore relevant information
and a broader view of the organization's objectifée recognition that logistics has
a long-term effect on overall performance has mowddom the periphery to the
centre of decision making.

Ex. 3. Answer the questions.

1. Into what groups can all decisions be divided®BRBat makes strategic
decisions so important? 3. How are operationalsimts characterized? 4. What is
the traditional view on decision making? 5. Whatarages changes in approach to
decisions? 6. What types of strategic decisions samgled out? 7. What is the
difference between a business strategy and a ilcgystrategy? 8. How are these two
strategies combined in an organization’s activiti®s Can you show a strategic role
of logistics that reflected in mission statementdifferent organizations? 10. The
recognition of logistics strategic impact on a camgs activities is one of the most
important developments in recent years, isn't it?
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Ex. 4. Expand on the following statements frontexe

1. Decisions are classified on the basis of thapartance. 2. Many companies
adopt a traditional approach to decision makingdigher strategies set goals for an
organization. 4. Logistics strategic role is semnai company’s strategic mission
statements. 5. Recognizing logistics long-termaften overall performance marks
the change in the attitude to decision making.

Ex. 5. Work in pairs. Describe the role of varidypes of decisions that affect a
company’s activities.

Text 2. Logistics Strategy

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Consist, policy, link, support, respond, achievabbeitstanding, aiming at,
significant effect, accept, survive, availabilitpjnimize logistics costs, competitive
advantage, timing, facet, rapid supply, rush holoose.

Ex. 2. Read the text and do the tasks.
All the long-term decisions about logistics forrfogistics strategy.

The logistics strategy of an organization conswtsall the strategic decisions,
policies, plans and culture relating to the managatof its supply chains.

The logistics strategy forms a link between the enabstract, higher strategies
and the detailed operations of the supply chainilé\Mie corporate and business
strategies describe general aims, the logistiedegfy concerns the actual movement
of materials needed to support these aims. Thenéssistrategy of UPS calls for
‘outstanding service' to its customers, and tlaediates into a logistics strategy of
organizing a very fast parcel delivery serviceltoast any point in the world.

The higher strategies set the context for the tmgistrategy. However, logistics
managers do not simply respond to this contexty thetively contribute to its
formulation. Their views on what levels of performea are actually achievable by
logistics form one of the inputs for the designhogher strategies. For UPS the
recognition that it really can achieve efficiengilstics allows it to have a business
strategy of aiming at outstanding service.

There are, of course, many factors other than tiegiso consider in designing a
business strategy. But the amount that logistia®tributes to the formulation of
higher strategies can have a significant effeab@erations. At one end of a spectrum
are organizations where logistics contributes lyaaglything to the higher strategies.
Logistics managers simply accept the higher strasedesigned by others, and design
operations to make sure these can be achievedheAather end of the spectrum are
organizations whose logistics really dictate thghbr strategies. The Channel
Tunnel, for example, offers a unique logistics smryand all its higher strategies are
based on its logistics operations.

Organizations can only survive by supplying produtttat customers view as
somehow better than those from competitors. Lagstffects the lead time,
availability, cost, customer support, damage, amars - and hence the customers'
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view of a product. In this sense, logistics actuathntributes to the design, quality,
perceived value and success of a product. But whaictors are most important for
this contribution and should be emphasized in astmg strategy? We can start to
answer this by taking a traditional view from mankg which says that organizations
compete by concentrating on the 'four Ps' — prqgulate, promotion and price. Here
logistics has a role in the 'product' (throughatstribution to the overall product
package), 'place' (through its delivery of matsjiand 'price’ (through its effect on
operating costs). A logistics strategy could usgfemphasize these features.

A broader view says that customers are concerndéd east, quality, service
level, reliability, availability, flexibility, delery speed, location, sourcing, supplier
relations, environmental impact, recycling, andleole range of other things. These
all depend on different aspects of logistics. Iffedent circumstances, therefore,
almost any facet of logistics can be importantdestomer satisfaction, and could be
emphasized by the logistics strategy. In pracackegistics strategy is most likely to
emphasize the following issues:

Cost: Most organizations want low costs, but some adopbsitive strategy of
minimizing their logistics costs. This leads to lieg profits for the organization and
lower prices for customers.

Customer servicelogistics controls stock levels, delivery times,es@ of
response, and other measures of customer serviceoBcentrating the logistics
strategy on customer service, organizations can aeong-term competitive
advantage.

Timing: Customers generally want products as soon as p@ssits a common
logistics strategy guarantees fast deliveries. igntan also mean rapid supply of
new products, or delivering at the time specifigdalzustomer.

Quality: Customers demand higher quality in all productscofnmon logistics
strategy guarantees high quality service, evenghatucan be difficult to say exactly
what we mean by 'high quality logistics'.

Product flexibility: This is the ability of an organization to custommeducts to
individual specifications. One logistics strategy Ibased on a specialized or
customized service, such as Pickfords' removals.

Volume flexibility: Changing levels of business can cause severe pusbier
logistics, as you can see during the morning rustr in any major city. Volume
flexibility allows an organization to respond quicko changing levels of demand.

Technology:Logistics uses a wide range of technologies for momcations,
tracking loads, sorting parcels, identifying proticecording stock movements, and
SO on. Some organizations have a strategy of dewgjoand using the latest
technologies.

Location: Customers generally want products to be delivesedi@se to them as
possible. This might mean that a book club delivirsctly to your door, a shop has
a convenient location in a town centre, or a whadkyshas a regional logistics centre
near to major cities. One logistics strategy iprtovide a service in the best possible
location, such as bus stations in town centres.

In principle, organizations should do everythingllwgiving low cost, good
customer service, fast delivery, flexibility, usifmagh technology, and so on. In
practice, this is unrealistic. Organizations havedmpromise, perhaps balancing the
level of service with the cost of providing it. Eftively they choose a specific focus
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for their logistics strategy, showing which factbey consider to be most important.
Some organizations, such as Ryanair, focus on goghg a cheap service; others,
such as FedEx, focus on delivery speed; otherssfoaureliability; or a customized

service, and so on. One of the key decisions fgistmts managers is choosing the
strategic focus.

Ex. 3. Answer the following questions.

1. What forms a logistics strategy? 2. What is ¢bedition of an organization’s
successful work? 3. What role does logistics plagletermining a customer’s view
of a product? 4. What does a traditional marketireyv say? 5. How is logistics
related to all the ‘four Ps'? 6. What does a broadew say about customer’s
concerns? 7. How are these principles realizedaatige in connection with logistics
strategy? 8. Are all these principles realistic?

Ex. 4. Expand on the following statements.

1. All long-term logistics decisions form a logesi strategy. 2. Designing a
logistics strategy means taking into account maamtors. 3. Logistics affect the
customer’s view of a product. 4. Customer’s cons@epend on different aspects of
logistics. 5. In a particular situation any facétlagistics may be important for a
customer’s satisfaction. 6. In reality it is diffit to accept all these principles as
realistic.

Ex 5. Work in pairs. Describe the importance obanpany’s logistics strategy in
determining a company’s successful activities.

Logistics
in practice

The Schenker Group

The Schenker Group was founded in Germany more 1B&ryears ago, and has
been working internationally ever since. They empl8,000 people, serving
customers in 1000 locations. Schenker now providamge of logistics services,
including international air and ocean freight, Kigis management and land
transport. They provide seamless movement of cuat@roducts and information
across global supply chains, using the latest w@olgy and developing sophisticated
systems for e-commerce. However, their strategiadas on customer service.

Schenker opened in the USA in 1947 and now haveffdfes in major cities. All
of these are 1SO 9002 certified, which is in linghwtheir strategy of complete
customer satisfaction. This strategy is clear fthmir statement that, '‘Our customers
are our future. Without them — there is no futufe.'support this view, the company
gives a number of guarantees, starting with:

Our customers will always be the centre of our cetepattention.
We will earn our customers' trust everyday, andaikenever take their business
for granted.

Our customers are our partners in business. Teedswill be our needs.
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Schenker also describe the ways that they willesehcustomer satisfaction, such as:

We will service our customers in an innovative, -potive manner. We will
always be aware of how our service impacts thesirass.

This overriding strategy of customer satisfactiaissthe scene for all other
logistics activities. When they work with Copela@@rporation in Alabama, their
primary goal remains customer satisfaction, bugdioieve this they have to attain the
secondary goals of shorter stock cycles, fastéevelgl lower stocks and lower costs.

Text 3. Strategy Options

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Cheap, ensure, acceptable, waste, spread, enggergasign, customer demand,
requirement, pull through, eliminates delays, waurrent operations, occur, arrive,
eliminate waste, greengrocer, transfer, alternafgdity, agile, versus, sophisticated
and demanding customers, capacity, cope, variéigclk; ability to tailor logistics,
unit, prime concern, justification, obvious, sustaexceed demands, rule of thumb,
potential customer.

Ex. 2. Read the text and do the tasks.

Each organization designs its own logistics stratégit they often move along
similar lines. The logistics strategies of Ford avidlkswagen, for example, are
broadly similar, as are the strategies of Lufthassa Air France. This allows us to
describe a few generic strategies. M. Porter sugdethat there are two basic
strategies:

o cost leadershipnakes the same, or comparable, products more gheapl

o product differentiationmakes products that customers cannot get from other
suppliers.

Lyons Bakeries compete by cost leadership, seitagdard cakes at low prices;
La Patisserie Francaise competes by product diffeteon, selling cakes that are not
available anywhere else. Similarly, easyJet compgteost leadership, offering the
cheapest fares; Execujet compete by offering auatyguxurious service.

In logistics, these two approaches are usuallygatran terms of leaand agile
strategies. Organizations with a focus on leanskogg are aiming at low costs; those
with a focus on agile logistics are aiming at hogistomer satisfaction.

Lean strategies

No organization can completely avoid the cost gidtics, so the next best option
Is to make it as cheap as possible. Then a realsoolajective is to minimize the total
cost of logistics, while ensuring acceptable lewdlsustomer service. This approach
is generalized into lean logistics.

The aims of a lean strategy are to do every operafsing less of each resource —
people, space, stock, equipment, time, and sotasrghnizes the efficient flow of
materials to eliminate waste, give the shortest léane, minimum stocks and
minimum total cost.
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Early work on lean operations was done in the motdustry, led by Toyota.
This work concentrated on ‘'lean production' but riiethods got such good results
that they spread into other areas, eventually deusl) a 'lean enterprise'. The
approach is summarized in five main principles:

e value— designing a product that has value from a custsmerspective

e value stream- designing the best process to make the product

e value flow— managing the flow of materials through the sumbigin

e pull — only making products when there is customer deiman

e aim of perfection- looking for continuous improvements to get closethe
aim of perfect operations.

The first of these principles, 'value', sets thgdt for the organization, seeing
how to add value for the final customer of the maid The second principle, 'value
stream’, designs a means of making this produdte#fectively sets the requirements
of the supply chain. The last three principles refieectly to the supply chain. The
third, 'value flow', gets an efficient flow of maitas, eliminating waste, interruptions,
waiting and detours. The fourth principle, 'puihows how to control the flow of
materials by pulling them through. The fifth priplg, ‘aim of perfection', describes a
continuing search for improvement. This is a comnitbame for management
initiatives which often say that areas of wasteusthdoe continually identified and
eliminated.

R. Townsend says that 'All organizations are attl®8% waste — waste people,
waste effort, waste space and waste time'. Dulieg development work, Toyota
identified the following areas of the supply chahere this waste is most likely to
occur:

e Quality— that is too poor to satisfy customers (eitheeexdl or internal).

e \Wrong production level or capacitymaking products, or having capacity, that
IS not currently needed.

e Poor process— having unnecessary, too complicated or time-conmsy
operations.

e Waiting— for operations to start or finish, for materitdsarrive, for equipment
to be repaired, and so on.

e Movement— with products making unnecessary, long, or ineoisnt
movements during operations.

e Stock- holding too much stock, increasing complexity eading costs.

A lean strategy looks for ways of eliminating thwsste. The typical approach
does a detailed analysis of current operations,t@d removes operations that add
no value, eliminates delays, simplifies movemerdgduces complexity, uses higher
technology to increase efficiency, looks for ecoresmof scale, locates near to
customers to save travel, and removes unnecessisyfiom the supply chain.

One warning is that low costs do not automaticallyan lean operations. Lean
operations maintain customer service while usingeferesources — they do not just
minimize costs. A greengrocer could minimize itgantory costs by having no stock,
but it would not generate much customer satisfact8ome people also suggest that
lean operations might work in the mass productianiedustry, but lessons do not
necessarily transfer to other supply chains. Irti@édar, lean operations might not
work when there are variable and uncertain conuticAn alternative is a more
flexible strategy based on agility.
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Agile strategy

An agile strategy concentrates on the other sidaeofefficient versus responsive' —
or lean versus agile — debate. Its supporters lsatyléan operations put too much
emphasis on costs, and cannot deal with changindittans, increasing competition,
or more sophisticated and demanding customer®nifashd for a product is steady at
100 units a week, lean logistics will remove ak thaste and have enough capacity
to deliver these 100 units. Unfortunately, if deshauddenly rises to 110 units, lean
operations cannot cope. As markets are demandimg wawiety and customization,
logistics should be more flexible.

The aim of an agile strategy is to give a high ocostr service by responding
quickly to different or changing circumstances.

There are two aspects of agility. First, there he speed of reaction; agile
organizations keep a close check on customer desvaamdireact quickly to changes.
Second, is the ability to tailor logistics to demarirom individual customers. These
are, of course, different aspects of customer senand the implication is that end-
customer satisfaction is a prime concern, evemsfcomes at somewhat higher price.

Organizations that put a lot of emphasis on cust@agsfaction are said to have
a customer focusThe justification for this strategy comes from tlbvious
importance of customers. Without customers an ozgion has no sales, no income,
no profit, no business -and soon no organizatia MA Perry of Unilever says, 'To
sustain competitive advantage requires a total atmment to your customer'.
Organizations with a customer focus will typically:

= aim for complete customer satisfaction

= allow customers easy access to the organization

= find exactly what they want

= design logistics to meet, or exceed, these demardfiexible and respond
quickly to changing customer demands

= get a reputation for outstanding quality and value

= do after-sales checks to make sure the customeraim satisfied

= look outwards so that they are always in touchhwstistomers, potential
customers, competitors, and so on.

Organizations with satisfied customers have theousvbenefit of bringing them
back with repeat business - remembering the rutawhb that it costs five times as
much to attract a new customer as it does to redaminexisting one. Satisfied
customers also attract new business, as they reeachengood service to four or five
other people - compared with dissatisfied custonvene warn a dozen potential
customers about a bad experience.

Lean versus Agile

At first sight the aims of lean and agile operati@@em contradictory. One looks
to minimize costs, and sees customer service asnatraint; the other looks to
maximize customer service, and sees costs as d@raiohsThis seems to lead to
important differences.
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Factor Lean logistics Agile logistics
Objective Efficient operations Flexibility to meet
demands
Method Remove all waste Customer satisfaction
Constraint Customer service Cost
Rate Long-term stability Fast reaction to changing
of change circumstances
Measures of Productivity, Lead time, service level
performance utilization
Work Uniform, Variable, more local
standardized control
Control Formal planning Less structured by

cycles

empowered staff

In practice, of course, there is not such a cleadel between the two strategies.
If a supplier improves EDI links with its customers can both reduce costs and
increase customer service — becoming both leandrnaore agile. Similarly, a
manufacturer selling materials through a websit amvholesaler introducing cross-
docking become both leaner and more agile. Botltesires accept that customer
satisfaction and low costs are dominant themesthayt use different descriptions of
the process to achieve them. Organizations needcimmbse one strategy at the
expense of the other. B. Evans and M. Powell dsthis use of both strategies and
conclude that 'lean and agile are not mutually wesice, they both have their merits,
but also limitations, especially if an individuadpeect is taken, in isolation, to the
extreme'.

Ex. 3. Answer the questions.

1. Do organizations follow similar lines in desiggi their logistics strategy?
2. What is the difference between cost leadersmg groduct differentiation
strategies? 3. How are these two approaches phiasegistics? 4. What does ‘lean
logistics’ mean? What is its aim? 5. Where did gtrategy originate? 6. What are the
five principles of this approach? 7. How are thpsaciples connected? 8. How did
the work along these lines at Toyota begin? 9. @w ¢osts necessarily mean lean
operations? 10. What is the agile strategy? 11.tVdha its two aspects? 12. What
does an organization’s focus on a customer meanHd8 important for an
organization are satisfied customers? 14. Are tlaere basic differences between
lean and agile strategies? If yes, which?

Ex. 4. Expand on the following statements.

1. Each organization works out its own strategylt 4s hardly possible to
completely avoid the costs of logistics. 3. Toyatas a pioneer in adopting lean
strategies. 4. Agile strategy puts a lot of emmhasia customer satisfaction.

Ex. 5. Work in pairs. Describe the main strategyiays that companies use to
improve their performance.
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Logistics
in practice

Ellis and Everard

Ellis and Everard is a major distributor of chenscdt has a turnover of £600
million working from 70 locations in the USA and iepe, and employing 2000
people.

The company has been developing long-term partiper$ébr many years, and is
considered a leader in the field. It has partnessforward with customers (such as
Merck, 3M and Sterling organics) and backward wstippliers (such as ICI, Solvay
Interox and Junbunzlauer). Around 95% of its sigspland 6% of customer demand
are met through partnerships. Chris Whincup, Dmmecbf Sales, says that,
'‘Partnerships make our lives simpler, and as suarie productive and effective'.

Among the benefits Ellis and Everard get from penships are:

e faster decision making

e higher sales and easier introduction of new prteduc

e stability, making long-term planning easier andeneliable

e removal of unproductive administration

e on-time payments from customer

e easier introduction of new initiatives, such as|BDr stock levels and
automatic delivery scheduling.

Text 4. Strategic Alliances and Other Strategies

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Integration, put much emphasis, reason, share itgnenclude, area for
collaboration, mention, speed-up order processifegl uncomfortable, rush
passengers, shipping, simplification, concurresave bottlenecks, smooth flow of
materials, time compression, emissions, road vehitieating bill, diversification.

Ex.2. Read the text and do the tasks.

A third strategy develops the ideas of integrattbat were discussed in the
preceding unit. An organization can put so muchless on close co-operation with
other parts of the supply chain that it has a efpatof forming alliances with
suppliers and customers. The purpose of this glyaseto get efficient supply chains,
with all members working together and sharing trendits of long-term co-
operation.

Usual reasons for a strategy of forming partnesshilude better customer
service, increased flexibility, reduced costs, daoce of investment in facilities, and
lack of expertise within the organization. In Eusopver a quarter of all logistics
expenditure uses specialized contract suppliersallysin some form of long-term
partnership. The most common area for partnershipsnsport, where around three
guarters of companies use contract providers. Giheasis for collaboration include
warehousing, import/export services, materialsagferand information processing.
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We have described three general strategies basetkammess, agility and
alliances. There are several other general stegegihere organizations emphasize
other aspects of performance. Here we will mergidew of the more common.

» Time-based strategietn the simplest view, time-based strategies aimafor
guaranteed faster delivery of products. Benefibsnfthese strategies include lower
costs (by having less stock in the supply chass Expediting, and so on), improved
cash flow (by not having to wait so long for paymeless risk (by reducing changes
to orders, obsolete stock, and so on) and simgderations (by eliminating delays
and unnecessary stores). The main assumption, thaughat faster delivery gives
better customer service. This is not necessatily, tand you can find many examples
of faster logistics reducing the quality. A deliyesompany might speed-up order
processing, but increase the number of mistakeairime might rush passengers and
make them feel uncomfortable; a shipping line migdtuce delays by stopping in
fewer ports.

One important strategy based on time is time cosgooa. This is similar to the
lean strategy, but concentrates on wasted timeéhensupply chain. Its aim is to
eliminate all the non-value-adding time. A. Beeslegys that 'In typical UK
manufacturing supply chains at least 95% of theegss time is accounted as non-
value adding'.

There is clearly scope for reducing the time materspend in the supply chain
and getting the associated benefits. Carter dissussven ways of doing this:

1. simplification- making operations simpler

2. integration- improving information and material flows

3. standardization using standard procedures and materials

4. concurrent operations moving away from serial operations and towards
parallel working

5. variance contro} ensuring high quality and avoiding waste

6. automation to improve effectiveness and efficiency

7. resource planning to remove bottlenecks and ensure a smooth flow of
materials.

As you can see, most of these are general sugge$tivimprovement rather than
specific features of time compression. You wouldcaurse, expect this. A strategy
that focuses on one aspect of performance cannotagall the others; it still has to
achieve performance that is acceptable when jutdlgedrange of different criteria.

» Environmental protection strategie® small, but increasing, number of
organizations are developing strategies based dreodironmental protection. The
Body Shop, for example, designs products with turgredients and based on
sustainable development. It uses the same prisciplets logistics, with reusable
containers and recycling of materials. There a@dg®asons for other organizations
to adopt similar policies of environmental protenti

In 1993 a survey of UK companies suggested thatt mome aware of
environmental pressures — mainly from EU and gawvemt regulations — but they
only changed their practices when there were sgamf cost benefits. The major
environmental concerns were waste and packagimmpsks (25% of respondents),
noise and emission (23%), public perception of HGVYs%), fuel use (12%) and
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road congestion (11%). Only 19% of companies repo# logistics environmental
policy. Despite huge amounts of discussion in tleaahere have been relatively few
changes since this survey.

Most organizations assume that 'going green' raissts. There may be some
benefits from customer approval, but in a compegtignvironment it is difficult to
justify the higher overheads. The reality, though,that many programmes for
environmental protection actually reduce coststdBaehsulation of warehouses, for
example, gives lower heating bills. In the same wagular maintenance of road
vehicles reduces both fuel consumption and emissias does minimizing the
distance travelled, avoiding congestion, travellmgside peak hours and avoiding
built-up areas. Packaging is another area withelgrgtential savings. You may be
surprised when a pack of chocolate biscuits haetlayers of wrapping — but this is
only the consumer wrapping, and you do not seetlinee layers of industrial
packaging that protects goods during transport.efQhrdesign and reusable
containers can save much of this packaging andaenably reduce costs.

» Increased productivity strategieShese strategies use available resources as
fully as possible. Facilities, such as warehousage high fixed costs and using them
at full capacity spreads these costs over mores.uhitfollows that increasing the
utilization of resources reduces the delivered aufsiproducts. This is really a
variation of a lean strategy, but there are impurtéfferences. Imagine a facility that
Is working at 60% of capacity. Obviously, therespare capacity that is raising unit
costs. The lean approach would look for ways ofawng the 40% spare capacity -
and then continue looking for further reductionsemo¥ime. A high productivity
strategy is more likely to accept the present apaand start looking for alternative
uses for the excess. An office or warehouse mightt aut space, while a vehicle fleet
might carry materials for other organizations.

» Value-added strategie$he supply chain consists of a series of activigesh
of which adds value to the final product. Then asomable strategy has an
organization adding as much value as possible. Vdlige is, of course, taken from
the customer's perspective. Organizations can atgbvalue by adding time and
place utility, or doing more work on the produahagine a company that delivers
washing machines to customers' houses. It adde \mludelivering to the place and
at the time preferred by customers, or by doingemeork such as installing the
machines, testing them, giving instructions on rthese, removing old machines,
offering service contracts, and so on.

» Diversification or specialization strategiefhese strategies look at the range
of services offered by logistics. Some organizatibave strategies of diversification,
offering the widest range of services and satigfy@s many customers as possible.
This is the approach of a department store whilth eeery product you can imagine.
Other organizations have a strategy of specialimragvery narrow range of services,
but being the best provider in their chosen ardeeyTtarget a few customers and
provide a service that cannot be found anywhere -elike a bespoke tailor. Some
transport companies, for example, have a stratéghversification and move every
kind of load from letters through to oversize loaddhers have a strategy of
specialization in, say, small packages, high sgcaritanker deliveries.
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» Growth strategiesMlany aspects of logistics get economies of scale |arger
operations can give both lower costs and betteticgerOne common strategy, then,
Is based on growth. There are several ways of acigerowth, perhaps taking over
competitors, expanding the geographical area cdyediversifying into more
logistics activities, moving different types of raaals, or simply increasing market
share.

Ex. 3. Answer the questions.

1. What is the purpose of making alliances? 2. \Wdrat the reasons for the
strategy of forming partnerships? 3. What amouhtlaistics expenditure uses
specialized contract suppliers? 4. What industityiésmost suitable for partnerships?
5. What other strategies except for leannesstyagitid alliances may contribute to a
company’s better performance. 6. What are the wéysducing the time, materials
spend in the supply chain and getting the assatidtenefits? 7. What do
environmental protection strategies help to aclie8eDoes ‘going green’ inevitably
leads to rising costs? 9. What do increased prodiyctstrategies presuppose?
10. How do value-added strategies work? 11. Difieadion and specialization
strategies are connected with a range of serviffesed by logistics, aren’t they?
12. What are the ways of achieving growth?

Ex. 4. Expand on the following statements.

1. Developing the idea of integration leads to fiagrpartnerships. 2. Time-based
strategies aim at guaranteeing faster delivery abdycts. 3. Environmental
protection strategies come to the fore in an omgm@n’s activities. 4. Using the
available resources is another important stratégyalue-added strategies are
achieved through various activities. 6. Diversifica and specialization include a
range of logistics services. 7. There are seveswof achieving a company’s
growth.

Ex. 5. Work in pairs. Describe various additionatasegies that organizations
choose for themselves.

Logistics
in practice

Tesco plc

Tesco is the largest supermarket chain in the Uiy W00 stores taking 16% of
the food retail market. It also has stores in Agid central Europe, giving total sales
of £25 billion a year in 1000 stores, with 250,@¥0ployees. Their strategy is based
on low cost, but also includes growth, high custosevice and increasing product
range.

The core purpose of Tesco is, 'Creating value tistamers, to earn their lifetime
loyalty'. This leads to a business strategy basedna four elements - strong UK
core business of food retailing, non-food salesailreservices such as personal
finance and international operations. The logisststegy supports this business
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strategy, with a huge logistics network. This hasheed over time to meet changing
customer demands, 'Following the customer -as met® shopping habits change,
we change and respond by providing new productsandces'.

You can see this effect in their stores. In theOE9most of Tesco's sales were in
fairly small supermarkets in town centres. Over et 20 years it closed many of
these smaller stores and focused on larger one® -L(0,000 square feet — in out-of-
town developments. More recently, Tesco has adapfezkible approach, building a
range of shops to suit various needs. In 2001 dt X million square feet of sales
area in:

e 23 Extras at around 100,000 square feet

e 274 Superstores at around 40,000 square feet

e 96 Compact superstores at around 20,000 squdre fee

e 38 Metro stores at around 2000 square feet

e 45 Express stores at around 2000 square feet

e 216 other stores.

The range of products offered by these stores lsaschanged, with the Extras
and larger superstores offering a full range of-fowd products, and growing sales
of services from personal financial service to pheies. There are plans to open
100 more Express stores on Esso petrol statiorcdares, and extending opening
hours so that 300 stores are open 24 hours a day.

For the longer term, a significant change for T&staygistics is the growth of e-
commerce. This business grew from 13,500 customet999, to 370,000 in 2000,
and a million in 2001. With £300 million of annusdles and 70,000 deliveries a
week, Tesco has become the largest on-line grodeeiworld.

Text 5. Setting the Scene for a Strategy

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Mission, examine, suffer, set a target, flowerytesteent, vague, clear,
organization's internal strengths, desired outcomae of growth, external
constraints, return on investments, succeed, disish, distinctive, cash flow, patent,
In essence.

Ex. 2. Read the text and do the tasks.

The important point about a logistics strategyhet it does not happen by chance,
but needs careful decisions. So we can ask, 'Howordanizations make these
decisions?' Why should a company base its logistredegy on flexibility rather than
cost? Why does one company choose to specializée wlsimilar one chooses to
diversify?

The starting point for designing a logistics stggtexamines the higher strategies
and sees how logistics can contribute to thesen Weecan summarize the results in
a logistics missionThis gives a simple statement of the aims for sumiain
management, like the following example.

Our mission in logistics is to contribute to corgi@r aims by moving the materials
needed by production into the company, moving workprogress through the
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company, and moving finished products out to custsimWe aim to give a flexible,
reliable and cost effective service that completsfitisfies our customers, both
internal and external.

Logistics missions are useful for setting the scemm®d showing the overall
direction and priorities. They are much less comrtiam mission statements for the
whole organization, but they can suffer from thensaveaknesses. Organizations
tend to be ambitious and include aims of beingriaskedged leaders', 'the best',
'world class'’, and so on. Smith says that suchdtgvetatements fail in three ways.
First, they are over-ambitious, setting targetst tli@e organizations cannot
realistically achieve. Second, they are so vaga¢ tlo one can tell whether the
mission is actually being achieved or not. Thilgyt miss the opportunity of using a
powerful tool that can really help manage the locgs

It is useful to start designing a strategy witlogistics mission, but the next steps
are less clear. There is certainly no single bdsiategy for any particular
circumstance, and there is no standard proceduraldsigning a good strategy.
G. Gooderham says: No one 'right' way to develop iamplement strategy exists.
The key to successful planning is to get the bedigtween the chosen tools and
techniques, the organization's current culture lod#ipas and business environment
and the desired outcome.

This leads to the usual advice of finding the bbstance between the
organization's internal strengths and the exteceaistraints — matching what the
organization is good at to what customers wantn®w we have three factors that
managers must consider when designing a logistiasegy — the higher strategies,
the business environment and the organizationtisclive competence.

Higher strategiesset the organization's goals and the context fortogistics
decisions. The mission sets the overall aims, badorporate and business strategies
show how these aims will be achieved. The logistitategy must support these
higher strategies. If, for example, the businesatexjy calls for high customer
service, the logistics strategy must show how loggswill achieve this.

The business environmemonsists of the factors that affect logistics, buer
which it has no control. These include:

e customers- their expectations, attitudes, demographics

e market conditions- size, location, stability

e technology- current availability, likely developments, rafdrmovation

e economic climate gross domestic product, rate of growth, inflation

e legal restraints- trade restrictions, liability and employment laws

e competitors- number, ease of entry to the market, strengths

e shareholders- their target return on investments, objectivesfipneeded

e interest groups- their objectives, strengths, amount of support

e social conditions- customers' lifestyles, changing demands, sigmfitrends

e political conditions— stability, amount of governmental control, extdrn
relations.

All competing organizations work in a similar busss environment. Each can
only succeed if it has distinctive competencthat sets it apart from competitors.
This is defined by the factors that are under tgamization's control, and which it
uses to distinguish itself. A distinctive competerstems from an organization's
assets, which include:
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e customers- their demands, loyalty, relationships

e employees skills, expertise, loyalty

e finances- capital, debt, cash flow

e organization- structure, relationships, flexibility

e products— quality, reputation, innovations

e facilities— capacity, age, reliability

e technology- currently used, plans, special types

e processes structures, technology used, flexibility

e marketing— experience, reputation

e suppliers- service, flexibility, partnerships

e other assets knowledge, innovation, patents.

In essence, the business environment and distenctvnpetence show where an
organization is now, and the higher strategies shbere it wants to be in the future.
The logistics strategy shows how to move from aniaé other.

Ex. 3. Answer the questions.

1. Logistics strategy needs careful decisions, daney? 2. Are the higher
strategies summarized in a logistics mission? 3atMne logistics missions useful
for? 4. What aims do organizations include in tinission statements? 5. What steps
are taken when designing an organization’s str&eywvhat are the three factors
that managers have to consider while designingyestios strategy? 7. What do the
business environment and distinctive competence3ho

Ex.4. Expand on the following statements.

1. A logistics strategy does not happen by cha?ckogistics missions are useful
for setting the lines along which to build a logiststrategy. 3. It is useful to start
designing a strategy with a logistics mission.t4sl advisable to consider three
factors when designing a logistics strategy.

Ex.5. Work in pairs. Describe the steps that haved taken into account while
designing a logistics strategy.

Text 6. Logistics Audit

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Audit, review, areas for improvement, relevant ing information, competence,
innovation, weakness, threat, to bridge a gap.

Ex.2. Read the text and do the tasks that follow.
We can get a clear idea of current operations bggda logistics auditThis
describes the details of all current logistics\aités.

The purpose of a logistics audt to collect relevant information about existing
practices and performance of logistics. It givessystematic review of current
operations, describing the procedures, costs, nessy utilization, performance,
products, and all other relevant details.
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There are two main parts to a logistics audit, Esaéy getting information about
the business environment and distinctive competdficgt, an external audit looks at
the environment in which logistics work. This revgethe nature of customers, types
of demand, accepted service levels, locations, etitops and their operations,
benchmarks and comparisons, services availabledgren the industry, economic
conditions, geographical and political constrairded any other relevant external
information. Second, an internal audit looks at Weey things are done within the
organization and identifies areas for improvemdnteviews the structure of the
supply chain, warehouse locations and size, stat#lings, methods of materials
handling, achieved service levels, lead times, spart arrangements, order
processing, damage, productivity, and any otheweglt internal information.

You can see that this approach is similar in pplecto a SWOT analysisyhich
lists an organization's:

¢ Strengths— what the organization does well, features it fhouild on

¢+ Weaknesses problems the organization has, areas it shoybdawe

¢ Opportunities— openings that can help the organization

¢ Threats— hazards that can damage it.

Strengths and weaknesses concern the organizatitersal operations and show
its distinctive competence. Opportunities and ttweelate to external features,
concentrating on the business environment. A SWQ@alyais by Synergistic
Logistical Services listed their strengths as etxperinnovation and local contacts;
weaknesses as small size, local operations andig@apperience; opportunities from
the increasing use of information technology, grayinterest in logistics, and
service-based local economy; threats from largenpsditors, high overheads and a
possible take-over.

By this stage we have the aims of logistics setimat logistics mission. We also
have details of current performance from the af#. know where we want to go,
and where we are at the moment. The next stagadentify gaps between these two
and show how to bridge the gaps.

Ex. 3. Answer the questions.

1. What does a logistics audit mean? 2. What isptiipose of logistics audit?
3. What are the two parts of logistics audit? 4aiVis the essence of SWOT
analysis?

Ex. 4. Expand on the following statements.

1. Doing a logistics audit may help a better un@erting of current
organization’s operations. 2. Logistics gives a taystic review of current
operations. 3. The information about the businesgirenment and distinctive
competence is received through logistics audiVHlat are the basic principles of this
approach?

Ex. 5. Work in pairs. Describe how logistics auslihormally organized.
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Text 7. Developing the Strategy

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Predictable, commodity, vary, fashion industry, pktafood items, formal
procedure, give a solution, measure customer nesgag|ify, systematic, analysis,
achieve a goal, look for improvements, guidelin@nmtor performance, ultimate
success, belief.

Ex.2. Read the text and do the tasks.

Usually, the single most important factor for aisbigs strategy is the type of
demand. A lean strategy, for example, works besinwdemand is stable — or at least
predictable. It is most successful when there enedhanges to customers, products,
or logistics, and when price is an important fadtorcompetition. This is typical of
commodities or staple food items, where the lowest is the main determinant of
success. On the other hand, an agile strategy wiagisfor organizations offering a
wider range of products, where demand varies andsis predictable. It is most
successful for organizations that do not reallyvkraemand until customers place
orders, with make-to-order operations or mass-ooigition, such as the fashion
industry.

It would be useful to have some formal proceduet tonsiders factors such as
the type of demand, and then suggests the bestittggstrategy. Unfortunately, we
have already said that there is no single 'basttegty, and no method that always
gives a good solution. The best that we can deéssome guidelines. N.S. Novich,
for example, recommends four steps for designingtrategy — understand and
measure customer needs, find the weaknesses @ntuogistics, benchmark, and
simplify the whole logistic system. A more systeimaapproach builds on the
analyses we have already mentioned, and has tbeviiog) eight steps:

1. Do a logistics audit. The external audit gives analysis of the business
environment in which logistics work. It shows tleetiors that lead to success in this
environment, and the importance of each one.

2. The internal audit analyses higher strategies fa logistics viewpoint, giving
the context and overall aims for logistics, itsatggic focus and perhaps includes a
logistics mission.

3. Design the general features of supply chains daa best deliver the desired
services. This includes the design of the netwdokation of facilities, capacity,
technology used, and so on.

4. Set specific goals to show what each logisticsvidly must achieve. The
internal audit shows how well the current logistchieve these goals, and identifies
areas that need improving.

5. Design the best organizational structure, céstamd systems to support the
logistics network.

6. Benchmark logistics, looking at the performarafeleading organizations,
defining measures to compare actual performancé wlanned, optimal and
competitors' performances.

7. Implement the strategy, setting the conditioos lbwer levels of logistics
decisions.
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8. Monitor actual performance, continually look fomprovements, keep the
strategies up to date, and give feedback.

These steps give a guideline for designing andemphting a logistics strategy.
The first two points focus on current circumstancasd are based on a logistics
audit. Steps 3 to 5 design the logistics stratdggcribing the general features of the
supply chain, goals and supporting structures. Ramee that the strategy only deals
with broad principles over the long term, and doetsget involved with the tactical
and operational detail. Step 6 looks at operatiorthe best competitors and sees if
there are any lessons to learn. The last two stepsoncerned with implementation,
and adjustments to keep the strategy up to date.

We discuss some issues of implementation in thé¢ deapter. Before we go
there, however, we should mention the presentadiothe logistics strategy. This
might seem a minor concern, but the way the styaisgpresented can be an
important factor in its ultimate success.

A logistics strategy consists of a set of aims,cpdures, structures, facilities,
beliefs, systems, and so on. These are typicaflggmted in a logistics planhis plan
might contain many parts, with the following listiuding the most common.

e a broad summary, giving an overview of the logsststrategy and how this
relates to other parts of the organization;

e the aims of logistics within the organization, wh@erformance levels are
needed and how these can be measured,

e a description of the way that logistics as a whwaléachieve these aims, what
changes are involved and how these will be managed,;

e a description of how the separate functions ofskigs (procurement, transport,
inventory control, materials handling, and so onll wontribute to the plan, the
changes involved and how operations can be intedjrat

e projections to show the resources needed by thtegy;

e projections of the costs and financial performance;

e a description of the way that this strategy affettte rest of the business,
particularly in terms of performance achieved aondtgbution to customer value and
satisfaction.

Ex. 3. Answer the questions.

1. What is usually the single most important fadtwrlogistics strategy. 2. What
formal procedure is normally adopted when desigriimg best logistics strategy?
3. What steps should be taken into account whitggdeng a logistics strategy? 4. Is
the strategy presentation an important factor t®wultimate success? 5. What main
points does a logistics plan include?

Ex. 4. Expand on the following statements.

1. The most important factor for a logistics stggtas the type of demand.
2. While designing a logistics strategy some forfagtor should be included. 3. A
more systematic approach to developing a logissitategy should necessarily
include eight most important items. 4. The predemriaof logistics strategy is
important for ultimate success.

Ex. 5. Work in pairs. Describe the measures tha #r be undertaken when
designing a good logistics strategy.
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Logistics
in practice

Bjorg's Pharmaceuticals

Bjorg's Pharmaceutical (BP) is a biotechnology canypthat develops and
markets specialized drugs for Alzheimer's disetiss.one of the smaller companies
competing against giant internationals, and it€ess comes from concentrating on a
niche market.

Last year, BP was concerned that a major competsrintroducing a treatment
that was similar to one of its own best-sellingducis. BP felt that the best way to
compete was to improve its customer service by iogeregional warehouses in its
major markets of Northern Europe. These warehousedd guarantee same day
delivery. To make sure that this was a sensibleentihhe company did a survey of 60
major customers. This survey confirmed that deliveme was by far the most
important factor to them. The following

table summarizes the results when customers wkegl &g rate the importance of
factors on a scale of 1 (not important) to 5 (Memgortant).

Factor Average response
Same day delivery 3,1
Next day delivery 4.9
Delivered when promised 2.7
Products delivered from stock 3.4
Cost of products 1.3
No errors in delivered products 2.8
No errors in paperwork 15
Ease of order entry 1.7
Ease of payment 1.4
Ease of access to customer relations 2.1
Knowledge of customer relations 2.5

Although same day delivery was fairly importantséemed that most customers
would be happy with next day delivery. From theveyr BP also found that its
competitors only guaranteed next day delivery fa¥6of orders. Another interesting
finding was the perception that BP did not shafermation with customers, and did
not publish details of product lead times, produbtt might have shortages, likely
delays, and so on.

Based on this information, BP adopted new poli¢eesneet the competition.
First, it cancelled the planned regional warehousasing over a million dollars a
year. Second, it adopted a policy of next day @gjivfor 95% of orders, giving it the
best logistics performance in the industry. Thitdimproved its communications,
publishing more material on its websites and eragiag customers to contact them.

Case
study

Hessingen Herb Farm

Conrad and Elizabeth Kole moved into Hessingen FHart983. Over the past
few years their income from milk and traditionabgs has dropped because of lower
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market prices. They have supplemented this incaora bther sources, including the
conversion of old barns into holiday homes.

Eight years ago Elizabeth took over a small field atarted growing herbs. She
sold a small range of herbs to local people whotadifresh, organic produce for
cooking. Passing tourists would also buy an unusoavenir, and the herb business
began to grow. Five years ago Elizabeth startedviggp more unusual herbs,
expanded her growing area into a second field qmhed a visitors' centre. People
now came to look at the growing and preparatiorh@fbs, and taste samples in
various foods. Three years ago Elizabeth introducedw range of herb products.
This was a major expansion, converting some offémmn buildings into a ‘herb
kitchen' and making products for cooking (saucesessings and marinades),
perfumes (posies, pot-pourri and sachets of dregtdd) and what she called 'healthy
stuff' (herb mixtures traditionally said to havenbécial effects). The farm is now
widely advertised as a tourist attraction. The webss particularly useful, as
Elizabeth uses it to collect orders. She curreaijivers 100 parcels a week to
regular locals (up to about 50 km away) and po€8 Rarcels to more distant
customers.

Herbs started as a small business to generataaddiincome for the farm, but
have now become its main activity. Elizabeth issid@aring another expansion. She
could expand the product range even further andemal the processing to an
industrial estate 15 km away. Supporting this wawded sales around ten times the
current postal sales. Elizabeth plans to genetaset by introducing a mail order
catalogue and increasing use of the website.

Answer the gquestions.

1. How does Elizabeth currently organize her logg®t 2. What do you think are
her aims and priorities? 3. What would be the éftdcthe expansion on logistics?
4. What problems would Elizabeth face, and whaibogtdoes she have to overcome
them?

Project

Many organizations refer, either explicitly or inguly, to logistics in their
mission. Sometimes you can find statements abautdle of logistics in corporate
strategies, objectives, aims, publicity and relatetuments. Search through the
documents published by different types of orgampatand see how they mention
the strategic role of logistics. You might, for exale, look for references made by
certain types of manufacturer, airlines or banksa¥\ifferences are there between
different industries, and companies in the samastrgt?

POINTS FOR DISCUSSION

1. To what extent is logistics a strategic funclidoes it really have a long-term
effect on an organization? Is it possible to bseasal' but not 'strategic'?

2. When customers judge products, they includefadike availability, lead time
and after-sales service — and these are part adtilcgy Is it reasonable to say,
therefore, that logistics plays a role in the desifa product?

3. What are the main options for a logistics sggte
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4. What factors affect the choice of logistics t®tgg? Take an organization that
you are familiar with, and say exactly how you wbakt about designing a logistics
strategy.

5. There is only one 'best' logistics strategy ny aircumstances, and managers
should look for this. Do you think this is true?

6.In 1996 a survey of Canadian logistics compaiiged the main benefits
expected from outsourcing logistics as follows.

Factor % of companies
Reduce total cost 79
Focus on core competer 67
Improve financial performan 66
Improve customer servi 53
Improve flexibility 53
Access to new technology or syst¢ 41
Enhance competitivene 41
Increase capaci 37
Provide alternative logiics channe 29
Increase market sh 21
Broader market covera 2C

Are these benefits likely to be different in yowuatry, or to have changed over
the past few years?

Unit 5. Warehousing

Text 1. Nature and Importance of Warehousing

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Warehousing, facility, garage, customer serviceeffarequirement, inventory,
allocation, consistent, consolidation, performangghase, although, dispose,
fluctuation, commensurate, multiple, shipment, kbedk, short haul, long haul.

Ex. 2. Read the text and do the tasks.

Warehousing is an integral part of every logisigstem. There are an estimated
750,000 warehouse facilities worldwide, includingts-of-the-art, professionally
managed warehouses, as well as company stockraaregges, self-store facilities,
and even garden sheds. Warehousing plays a vigairrgroviding a desired level of
customer service at the lowest possible total cW@garehousing activity is an
important link between the producer and the custo@eer the years, warehousing
has developed from a relatively minor facet ofre% logistics system to one of its
most important functions.

We can define warehousing as that part of a fitogsstics system that stores
products (raw materials, parts, goods-in-processshied goods) at and between
point of origin and point of consumption, and pa®s information to management
on the status, condition, and disposition of itdyagg stored. The term distribution
center (DC) is sometimes used, but the terms drglantical. Warehouse is the more
generic term.
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Warehouses store all products, DCs hold minimurerniteries and predominantly high-demand
items. Warehouses handle most products in fouresyfckeceive, store, ship, and pick], DCs handle
most products in two: receive and ship. Warehopsetrm a minimum of value-added activity.
DCs perform a high percentage of value adding,uoly possible final assembly. Warehouses
collect data in batches, DCs collect data in reaét Warehouses focus on minimizing the
operating cost to meet shipping requirements, Dasi§ on maximizing the profit impact of
meeting customer delivery requirements.

With an increasing interest in improving inventdoyns and reducing time to
market, the role of distribution increasingly foeason filling orders rapidly and
efficiently.

Effective warehouse management involves a thorougtlerstanding of the
functions of warehousing, the merits of public wsrgrivate warehousing, and the
financial and service aspects of warehousing dewsiManagers need knowledge of
the methods that can improve warehousing perforsmamcl a strategy for locating
warehousing facilities at optimal locations.

Warehousing decisions may be strategic or opeti@trategicdecisions deal
with the allocation of logistics resources over extended time in a manner
consistent and supportive of overall enterprisécpgd and objectives. They can take
either long-range or project-type forms.

An example of a long-range strategic decision ésc¢hoice of a logistics system
design. A project-type decision might deal with solidation of branch warehouses
into a regional distribution center. Other exampbdstypical strategic questions
include the following:

Should warehousing be owned, leased, rented, oe stombination of these?
Should the warehousing functions be "spun off"t tisa contracted out to a third-
party provider? Should the company install new mate handling equipment or
continue to hire more labor?

Operational decisions are used to manage or control logighegormance.
Typically, these decisions are routine in nature iawolve time spans of one year or
less. They relate to the coordination and perfooeanf the logistics system. For
example, a warehouse manager would be concernbcheat to best utilize labor in
the shipping department. Due to the short timezoorinvolved, these decisions have
more certainty than strategic decisions.

Warehousing has traditionally provided storage oddpcts (referred to as
inventory) during all phases of the logistics psselwo basic types of inventories
can be placed into storage: (1) raw materials, @rapts, and parts (physical
supply); and (2) finished goods (physical distribn). Warehousing has traditionally
provided storage of products (referred to as inwgmtduring all phases of the
logistics process. Two basic types of inventorias be placed into storage: (1) raw
materials, components, and parts (physical supply); (2) finished goods (physical
distribution). Also, there may be inventories obgse-in-process and materials to be
disposed of or recycled, although in most firmsstheonstitute only a small portion
of total inventories.

Traditionally, the warehousing of products has oedufor one or more of the
following reasons:

> Achieve transportation economies.
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> Achieve production economies.

> Take advantage of quantity purchase discountsamérd buys.

> Maintain a source of supply.

o Support the firm's customer service policies.

- Meet changing market conditions (e.g., seasonalitymand fluctuations,
competition). - Overcome the time and space differentials thatstekietween
producers and consumersAccomplish least total cost logistics commensurveaite
a desired level of customer serviee&support the just-in-time programs of suppliers
and customers.

> Provide customers with a mix of products instef@ single product on each
order.- Provide temporary storage of materials to be disgoof or recycled (i.e.,
reverse logistics).

Warehouses can be used to support manufacturimgixtproducts from multiple
production facilities for shipment to a single arser, to breakbulk or subdivide a
large shipment of product into many smaller shiptsd¢o satisfy the needs of many
customers, and to combine or consolidate a numbgmall shipments into a single
higher-volume shipment.

Warehousing is used increasingly as a "flow-thrduglint rather than a
"holding" point, or even bypassed (e.g., scheddiedseries direct to customers), as
organizations increasingly substitute informatiar fnventory, purchase smaller
guantities, and use warehouses as "consolidatiantsfioto receive purchased
transportation rates and service levels.

The traditional method [of distribution] is a pusistem. Production plans are
based on capabilities and capacities of the plamd¢, product is produced in the
expectation that it will sell. When it is producéaster than it can be sold, it is
stockpiled at plant warehouses. If sales cannadoelerated, then the plant will be
slowed down until supply moves into balance withmdad. In this system,
warehousing serves to absorb excess productionaylgull system depends on
information. It is based on a constant monitorihglemand. . . . With a pull system,
there is no need for a reservoir. Instead, the hoarge serves as a flow-through
center, offering improved service by positioningantory closer to the customer.

In supporting manufacturing operations, warehowsges play the important role
of inbound consolidation points for the receiptstipments from suppliers. Firms
order raw materials, parts, components, or supfics various suppliers, who ship
truckload (TL) or carload (CL) quantities to a wamase located in close proximity
to the plant. Items are transferred from the wamebdo the manufacturing plant(s).

From a physical distribution or outbound perspegtivarehouses can be used for
product mixing, outbound consolidation, or breakb#&#roduct mixing often involves
multiple plant locations (e.g., plant A, plant Bidaplant C) that ship products (e.g.,
products A, B, and C) to a central warehouse. péait manufactures only a portion
of the total product offering of the firm. Shipmsnare usually made in large
guantities (TL or CL) to the central warehouse, reheustomer orders for multiple
products are combined or mixed for shipment.

When a warehouse is used for outbound consolidatlolr CL shipments are
made to a central facility from a number of mantifang locations. The warehouse
consolidates or combines products from the varpdasts into a single shipment to
the customer.
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Breakbulk warehouses are facilities that receivgdahipments of product from
manufacturing plants. Several customer orders amgbmed into a single shipment
from the plants to the breakbulk warehouse. Whenstiipment is received at the
warehouse, it is broken down into smaller LTL shgmts which are sent to
customers in the geographical area served by thhiehease. Breakbulk operations
are sometimes carried out by using transportationovations rather than
warehousing.

Understanding the main points.

Ex. 3. Answer the questions.

1. What do warehouse facilities include? 2. How gan characterize the role of
warehousing in a logistics system? 3. How is wanshmy defined? 4. What is the
difference between the terms ‘distribution centaetd ‘warehousing’? 5. What does
effective management imply? 6. What decisions aaglanin warehousing? 7. Why
do companies hold inventories in storage? 8. Faatwlurposes can warehouses be
used? 9.In what way does warehousing support raaturing? 10. What does
product mixing involve? 11. How is outbound condation realized? 12. How can
you characterize breakbulk warehouses?

Ex. 4. Expand on the following statements frontexe

1. Warehousing is an integral part of every logsstsystem? 2. ‘Distribution
centre’ and ‘warehousing’ are not identical ter@sWarehousing decisions may be
strategic and operational. 4. Warehousing of prtedoccurs for different reasons.
5. Warehousing can be used to support manufactutangnix products, to break a
large shipment.

Ex. 5. Work in pairs. Describe the essence and itapoe of warehousing in
modern conditions.

Text 2. Types of Warehousing

Ex. 1.Before reading the text check the meaning of thewmg words and word
combinations in the dictionary.

Provide, acceptable, emphasize, efficient, accurgtal, delivery, damage,
verification, putaway, transfer, paramount, commao@, approximately, eliminate,
immediately, physically, pallet, permanent, reptbment, erratic, simultaneously,
administer, utilization, personnel, accuracy, awtancompletion, previous, perform,
inefficiency, excessive, obsolete, routine, precr#eal.

Ex. 2. Read the text and do the tasks.

In general, firms have a number of warehousingrradté/es. Some companies
may market products directly to retail customeralléd direct store delivery),
thereby eliminating warehousing in the field. Maider catalog companies, for
example, utilize warehousing only at a point ofyorj such as sales headquarters or
plant.
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Another alternative is to utilizeross-docking concepts, whereby warehouses
serve primarily as ‘distribution mixing centers.roduct arrives in bulk and is
immediately broken down and mixed in the propegeaand quantity of products for
customer shipment. In essence, the product neverseihe warehouse.

Cross-docking is becoming popular among retailedso can order TL, then
remix and immediately ship to individual store Iboas. Products usually come
boxed for individual stores from the supplier'sdtion. For example, Laney & Duke,
Hanes's third-party warehousing company in JackBenvFlorida, tickets
merchandise, places it on hangers, and boxesfrupdividual Wal-Mart stores to
replace items sold. The trailer leaves Jacksonvdle the Wal-Mart DC where
product is cross-docked to trucks for stores. Aredt, the boxes are opened and
garments are immediately ready to hang on disglels:

Most firms warehouse products at some intermediaiat between plant and
customers. When a firm decides to store productthe field, it faces two
warehousing options: rented facilities, called pulalarehousing, or owned or leased
facilities, called private warehousing.

Another option exists, termedontract warehousing which is a variation of
public warehousing. Contract warehousing is anngeeent between the user and
provider of the warehousing service. It has bedme as:

. a long-term mutually beneficial arrangement evhiprovides unique and
specially tailored warehousing and logistics seeg@xclusively to one client, where
vendor and client share the risks associate withdperation. [There is a] focus on
productivity, service and efficiency, not the fed aate structure itself.

Firms must examine important customer service amah€ial considerations to
choose between public and private warehousing.ekample, operating costs for a
public warehouse tend to be higher because thenaase will attempt to operate at a
profit; it may also have selling and advertisingstso However, a firm makes no
Initial investment in facilities when it uses pubhvarehousing. From a customer
service perspective, private warehousing can gdyegnavide higher service levels
because of its more specialized facilities and mgent, and its better familiarity
with the firm's products, customers, and markets.

The two options must be examined closely. In samséances, innovative public
warehouses can provide higher levels of servicengwo their expertise and strong
competitive drive to serve the customer.

There are many types of public warehouses, inctudih) general merchandise
warehouses for manufactured goods, (2) refrigeratezbld storage warehouses, (3)
bonded warehouses, (4) household goods and fuenwarehouses, (5) special
commodity warehouses, and (6) bulk storage waresousach type provides users
with a broad range of specialized services.

The general merchandise warehouse is probably & oommon form. It is
designed to be used by manufacturers, distribugmd,customers for storing almost
any kind of product.

Refrigerated or cold storage warehouses proviagagérature-controlled storage
environment. They tend to be used for preservinglipable items such as fruits and
vegetables. However, a number of other items (é.gzen food products, some
pharmaceuticals, photographic paper and film, amns) frequire this type of facility.
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Some general merchandise or special commodity wasss are known as
bonded warehousesThese warehouses undertake surety bonds fromUtlse
Treasury and place their premises under the custbdin agent of the Treasury.
Goods such as imported tobacco and alcoholic bgegsrare stored in this type of
warehouse, although the government retains comtirahe goods until they are
distributed to the marketplace. At that time, thporter must pay customs dudes to
the Internal Revenue Service. The advantage obdineled warehouse is that import
duties and excise taxes need not be paid untinteechandise is sold, so that the
iImporter has the funds on hand to pay these fees.

Household goods warehousa® used for storage of personal property ratieer t
merchandise. The property is typically stored foreatended period as a temporary
layover option. Within this category of warehougbsye are several types of storage
alternatives. One is the open storage concept.gbleds are stored on a cubic-foot
basis per month on the open floor of the warehodseisehold goods are typically
confined to this type of storage. A second kindstairage is private room or vault
storage, where users are provided with a privatenror vault to lock in and secure
goods. A third kind, container storage, providesrsisvith a container into which
they can pack goods. Container storage affordemptbtection of the product than
open storage.

Special commodity warehousa® used for particular agricultural products,hsuc
as grains, wool, and cotton. Ordinarily each ot&he/arehouses handles one kind of
product and offers special services specific to pinaduct.

Bulk storage warehousgwovide tank storage of liquids and open or shedte
storage of dry products such as coal, sand, andhichks. These warehouses may
provide services such as filling drums from bulkhoxking various types of chemicals
with others to produce new compounds or mixtures.

Understanding the main points.

Ex. 3. Answer the questions.

1. Are warehousing activities limited to storagdy@n2. What are the aims of
every logistics system? 3. What are the main wargihg functions? 4. What does
movement function include? 5.How can a storagection be performed?
6. Information on inventory levels is vital to tleperation of a warehouse, isn't it?
7. How can inefficiencies in warehousing operatibasliminated?

Ex. 4. Expand on the following statements frontexe

1. Warehousing plays an important part in a firfogistics system. 2. Movement
function is in the focus of improving inventory mgrand speeding orders. 3. Storage
Is another important function of warehousing. 4otmation transfer is vital to the
successful operation of a warehouse.

Ex. 5. Work in pairs. Discuss the three importannctions of warehousing
operations.
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Text 3. Functions of Warehousing Operations

Ex. 1. Before reading the text check the meanirngeofollowing words and word
combinations in the dictionary.

Proper, standpoint, executive, disadvantages, acmtl, amount, arrangement,
conservation, requirement, flexibility, minimizatioseasonality, constraint, expand,
variation, assume, obsolete, nonlinear, adminiggaassociation, quantity, carload,
congestion, burden, necessitate, commitment, dolajlavarious, substantial,
currently, provision, precisely, compatible, occpnssession, feasible, expansion,
facilitate, achieve, appropriate, intangible, pemerece, associate, drawback,
increase, decrease, adapt, customize, privategpi@giowned, advantageous, justify,
insufficient, hundredweight, sufficiently.

Ex. 2. Read the text and do the tasks.

Warehousing serves an important role in a firmggskics system. In combination
with other activities, it provides the firm's custers with an acceptable level of
service. The obvious role of warehousing is toesfmoducts, but warehousing also
provides break-bulk, consolidation, and informatiservices. These activities
emphasize product flow rather than storage.

Fast and efficient movement of large quantitiesraf#/ materials, component
parts, and finished goods through the warehousgled with timely and accurate
information about the products being stored, aeegbals of every logistics system.
These goals have received increasing attention ffemtop management of many
organizations.

Warehousing has three basic functions: movementagt, and information
transfer. Recently, the movement function has lreeriving the most attention as
organizations focus on improving inventory turnsdaspeeding orders from
manufacturing to final delivery.

The movement function can be further divided intwesal activities, including:
receiving; transfer or putaway; order pickinggsgon; cross-docking; shipping.

The receiving activity includes the actual unloading of produdtem the
transportation carrier, the updating of warehousentory records, inspection for
damage, and verification of the merchandise cow#inst orders and shipping
records.

Transfer or putaway involves the physical movement of the product ittie
warehouse for storage, movement to areas for dpedaservices such as
consolidation, and movement to outbound shipmenst@nerorder selectionor
order pickingis the major movement activity and involves regiag products into
the assortments customers desire. Packing slipsade up at this point.

Cross-dockingbypasses the storage activity by transferring stefinectly from
the receiving dock to the shipping dock. A puressrdocking operation would avoid
putaway, storage, and order picking. Informati@nsfer would become paramount
because shipments require close coordination.

Cross-docking has become commonplace in warehobsioguse of its impact on
costs and customer service. For example, approglyjnaf5 percent of food
distribution involves the cross-docking of produfctsm supplier to retail food stores.
Eliminating the transfer or putaway of productsusess costs and the time goods
remain at the warehouse, thus improving custonreiceelevels.
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Cross-docking should be considered as an optidirrhg meeting two or more of
the following criteria:

einventory destination is known when received.

o customer is ready to receive inventory immediately

> shipment to fewer than 200 locations daily.

o daily throughput exceeds 2,000 cartons.

> more than 70 percent of the inventory is convesabl

o large quantities of individual items received byt

o inventory arrives at firm's docks prelabeled.

° Some inventory is time sensitive.

o firm's distribution center is near capacity.

> some of the inventory is prepriced.

Shipping the last movement activity, consists of produagmg and physically
moving the assembled orders onto carrier equipnajtisting inventory records,
and checking orders to be shipped. It can cons$isbidation and packaging of items
for specific customers. Products are placed in $ogartons, or other containers,
placed on pallets, or shrinkwrapped (i.e., the @ssaf wrapping products in a plastic
film), and are marked with information necessary $hipment, such as origin,
destination, shipper, consignee, and package dsnten

Storage the second function of warehousing, can be paddron a temporary or
a semi-permanent basis. Temporary storage empbBdbzenovement function of the
warehouse and includes only the storage of prodacessary for basic inventory
replenishment. Temporary storage is required régssdof the actual inventory
turnover. The extent of temporary inventory storagpends on the design of the
logistics system and the variability experiencedeisd time and demand. A goal of
cross-docking is to utilize only the temporary age function of the warehouse.

Semi-permanergtorage is the storage of inventory in exces$aff tequired for
normal replenishment. This inventory is referredato buffer or safety stock. The
most common conditions leading to semi-permanemage are (1) seasonal demand,
(2) erratic demand, (3) conditioning of productsclsuas fruits and meats,
(4) speculation or forward buying, and (5) spededls such as quantity discounts.

Information transfer the third major function of warehousing, occurs
simultaneously with the movement and storage fonstiManagement always needs
timely and accurate information as it attemptsdmimister the warehousing activity.
Information on inventory levels, throughput levdise., the amount of product
moving through the warehouse), stockkeeping lonatianbound and outbound
shipments, customer data, facility space utilizgtiand personnel is vital to the
successful operation of a warehouse. Organizatemes relying increasingly on
computerized information transfer utilizing electitmdata interchange (EDI) and bar
coding to improve both the speed and accuracyfofnmation transfer.

In spite of numerous attempts by firms to reduce flow of paperwork, the
amount of paperwork is still significant. For thigason and many others,
management in many firms has attempted to autothatelerical function whenever
possible. The developments in electronic commuioicathave been instrumental in
reducing the clerical activities in all aspectsvafrehousing.
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Successful completion of all of the warehousingvéets already mentioned
eliminates the need for checking. However, erroié mistakes do occur within any
warehouse operation, usually making it necessargotaluct a check of previous
activities. In some instances, this activity can rbmimized in operations where
employees are empowered to perform quality comtirdtheir respective levels within
the warehouse. This activity may be performed byn® instead of individuals.

It is important to eliminate any inefficiencies imovement, storage, and
information transfer within the warehouse. These @ecur in a variety of forms:

o Redundant or excessive handling.

> Poor utilization of space and cube.

o Excessive maintenance costs and downtime duesteaib equipment.

Dated receiving and shipping dock conditions.

> Obsolete computerized information handling of leitransactions.

The competitive marketplace demands more preciske aocurate handling,
storage, and retrieval systems, as well as impr@asttaging and shipping systems.
It is vital for a warehouse operation to have themoal mix of manual and automated
handling systems.

Understanding the main points.

Ex. 3. Answer the questions.

1. What is one of the most crucial decisions thay aompany has to take?
2. What may help logistics executives to make fghatrdecision? 3. What are the
advantages of public warehousing? 4. What are tlsaddantages of public
warehousing? 5. What are the advantages of privatehousing? 6. What are the
disadvantages of public warehousing?

Ex. 4. Expand on the following statements frontexe

1. One of the most important warehousing decisieng$o decide what kind
storage facilities to use. 2. Public warehousings hea number of benefits.
3. Disadvantages associated with the use of pwarehousing are not so numerous
compared to advantages. 4. Private warehousingemresertain benefits to a
company. 5. Alongside with advantages private wausimg is associated with a
number of disadvantages.

Ex. 5. Work in pairs. Describe the advantages aisddVantages of public and
private warehousing.

Text 4. Facility Development

Ex. 1. Before reading the text check the meanirigeofollowing words and word
combinations in the dictionary.

Determine, maximize, measure, footage, dimensi@palaility, aisle, require,
illustrate, affect, utilization, counterbalancesréa, alternative, perspective, fluctuate,
unpredictable, hypothetical, requirement, accomrnedasimulate, wholesale,
extremely, lease, eventually, curve, quantity, dake dissemination, sourcing,
pinpoint.
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Ex. 2. Read the text and do the tasks.

One of the more important decisions a logisticatiee faces is how to develop
an optimal warehousing network for the firm's praduand customers. Such a
decision encompasses a number of significant elsnktanagement must determine
the size and number of warehouses, and ascertain |titation. Each warehouse
must be laid out and designed properly in orderntaximize efficiency and
productivity.

Two issues that must be addressed are the sizenamdber of warehouse
facilities. These are interrelated decisions beeahgy typically have an inverse
relationship; that is, as the number of warehouseeases, the average size of a
warehouse decreases.

Many factors influence how large a warehouse shbaldFirst, it is necessary to
define how size is measured. In general, size @mdfined in terms of square
footage or cubic space. Most public warehouselsustd square footage dimensions
in their advertising and promotional efforts.

Unfortunately, square footage measures ignore thpalality of modern
warehouses to store merchandise vertically. Hetle®,cubic space measure was
developed. Cubic space refers to the total volufrepace available within a facility.
It is a much more realistic size estimate than sgdaotage because it considers
more of the available usable space in a warehdbeme of the most important
factors affecting the size of a warehouse are:

Customer service levels.

Size of market or markets served.

Number of products marketed.

Size of the product or products.

Materials handling system used.

Throughput rate.

Production lead time.

Economies of scale.

Stock layout.

Aisle requirements.

Office area in warehouse.

Types of racks and shelves used.

Level and pattern of demand.

As a company's service levels increase, it typicedlquires more warehousing
space to provide storage for higher levels of inwgn As the market served by a
warehouse increases in number or size, additigraadesis required. When a firm has
multiple products or product groupings, especidliyey are diverse, it needs larger
warehouses to maintain at least minimal inventexels of all products. In general,
greater space requirements are necessary whencgsoahe large; production lead
time is long; manual materials handling systems wm®d; the warehouse contains
office, sales, or computer activities; and demanerratic and unpredictable.

To illustrate, consider the relation of warehousee g0 the type of materials
handling equipment used.16 As Figure 1 shows ihe of forklift track a warehouse
employs can significantly affect the amount of agg area necessary to store
product. Because of different capabilities of fdtktracks, a firm can justify the
acquisition of more expensive units when it is afolebring about more effective
utilization of space.
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Figure 1

The relationship of demand to warehouse size
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The simplest type of forklift truck, the counterbiated track, requires aisles that
are 10 to 12 feet wide. At $30,000, it is the leagtensive forklift. The turret truck
requires aisles only 5 to 7 feet wide to handlesdome amount of product, but it costs
$65,000 or more. The warehouse decision maker exashine the cost trade-offs for
each of the available systems, and determine wditelhnative is most advantageous
from a cost-service perspective.

Demand also has an impact on warehouse size. Waemnmmand fluctuates
significantly or is unpredictable, inventory leveggnerally must be higher. This
results in a need for more space and thus a lavgezhouse. All the warehousing
space need not be private. Many firms utilize a lwoation of private and public
warehousing.

The hypothetical firm depicted in Figure 1 utilizesvate warehousing to store
36,000 units of inventory. This results in fullligation of its facilities all year, with
the exception of July and August. For months whemmtory requirements exceed
private warehousing space, the firm rents shom-tgtiorage space from one or more
public warehouses. In essence, the firm developstprfacilities to accommodate a
maximum level of inventory of 36,000 units.

Inventory velocity (as measured by turnover) anel mhaximization of "direct
deliveries" to customers (bypassing a regional loolesaler's warehouse) can have a
great impact on the size of a warehouse. WhirlpGokporation developed a
computer program to simulate these two charadesjsias well as the cubic
warehousing space requirements of its total chanagbork, including wholesale
distributors. The company calculated the squardafpo required for each of its
factory-controlled and wholesale warehouses. Ieddgpace to the base requirements
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of each of its major product categories in ordeprvide for aisles and docks, and
unused (empty) vertical and horizontal storage bBysmanipulating planned sales
volumes, inventory turns, and orders shipped dydotdealers, Whirlpool was able
to accurately project future warehousing needs.

Four factors are significant in deciding on the bemof warehousing facilities:
cost of lost sales, inventory costs, warehousingtsgoand transportation costs.
Although lost sales are extremely important tormfithey are the most difficult to
calculate and predict, and they vary by companyiaddstry. If the cost of lost sales
appeared in Figure 2, it would generally slope d@and to the right. The degree of
slope, however, would vary by industry, compangdoict, and customer.

Inventory costsncrease with the number of facilities becausadgiusually stock
a minimum amount (e.g., safety stock) of all praduat every location, although
some companies have specific warehouses dedicateal garticular product or
product grouping. This means that both slow and ti@mover items are stocked;
thus, more total space is required.

Warehousing costgicrease, because more warehouses mean more tspbee
owned, leased, or rented, but they decrease aftembver of warehouses are brought
on-line, particularly if the firm leases or renfsase. Public and contract warehouses
often offer quantity discounts when firms acqupace in multiple locations.

Transportation costsitially decline as the number of warehousesease, but
they eventually curve upward if too many facilitiese employed owing to the
combination of inbound and outbound transportatiosts. A firm must be concerned
with the total delivered cost of its products, smhply the cost of moving products to
warehouse locations. In general, the use of fewellities means lower inbound
transport costs due to bulk shipments from the ri@etwrer or supplier.

Figure 2
Relationship between total logistics cost and the number of warehouses
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After the number of warehouses increases to aiggrtant, the firm may not be
able to ship its products in such large quantdies may have to pay a higher rate to
the transportation carrier. Local transportatiostsdor delivery of products from
warehouses to customers may increase because whunincharges that apply to
local cartage.

If the cost of lost sales is not included, the sbbshown in Figure Zaken
together, indicate that fewer warehouses are bitéer many warehouses. However,
customer service is a critical element of a firmarketing and logistics systems. In
general, if the cost of lost sales is very highrra may wish to expand its number of
warehouses or use scheduled deliveries. There lageysa cost-service trade-offs.
Management must determine the optimal number okelmrses given the desired
customer-service level.

Value of Computers. Computers can help minimize the firm's number of
warehouses by improving warehouse layout and deswgentory control, shipping
and receiving, and the dissemination of informati@oupled with more efficient
warehouses, the substitution of information forentories tends to reduce the
number of warehouses needed to service a firm'somess. In essence, the more
responsive the logistics system, the less need thdor warehousing.

Location Analysis. Where would be the best place to build a warehdbae
would service the greatest number of U.S. consumBlsomington, Indiana, would
be closer, on average, to the U.S. population #mgnother location. If a firm wished
to locate facilities closest to its potential cusérs, using one or more warehouses in
their logistics network, a number of sites wouldpessible.

The site-selection decision can be approached fnmacro and micro
perspectives. The macro perspective examines thee iof where to locate
warehouses geographically within a general areassto improve the sourcing of
materials and the firm's market offering (improwsvice and/or reduce cost). The
micro perspective examines factors that pinpoimcge locations within the large
geographic areas.

Macro Approaches. In one of the best-known macro approaches to hvoarse
location, Edgar M. Hoover, an American locationah&t, identified three types of
location strategies: (1) market positioned, (2)domciion positioned, and
(3) intermediately positioned. The market-positbngtrategy locates warehouses
nearest to the final customer. This maximizes custoservice levels and enables a
firm to utilize transportation economies — TL antl €hipments — from plants or
sources to each warehouse location.

The factors that influence the placement of warebksunear the market areas
served include transportation costs, order cyctee tithe sensitivity of the product,
order size, local transportation availability, dedels of customer service offered.

The production-positioned strateglocates warehouses in close proximity to
sources of supply or production facilities. Thesgatouses generally cannot provide
the same level of customer service as market-pasiti warehouses; instead, they
serve as collection points or mixing facilities fmoducts manufactured at a number
of different plants.

For multiproduct companies, transportation econsmesult from consolidation
of shipments into TL or CL quantities. The factthat influence the placement of
warehouses close to the point of production arasipaility of raw materials,
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number of products in the firm's product mix, agsent of products ordered by
customers, and transportation consolidation rates.

The intermediately positioned strategyfaces warehouses at a midpoint location
between the final customer and the producer. Cust@arvice levels are typically
higher for intermediately positioned warehousesittifeey are for the production-
positioned facilities and lower than for marketigosed facilities. A firm often
follows this strategy if it must offer high custonservice levels and if it has a varied
product offering manufactured at several planttiocs.

Understanding the main points.

Ex. 3. Answer the questions.

1. Developing an optimal warehousing network is dnthe most important
decisions for logistics executives, isn't it? 2. &VHactors influence the size of a
warehouse? 3. What factors affect a warehouse dizé/hy may a company need
additional warehousing space? 5. How is a warehgusize related to the materials
handling equipment used? 6. How do fluctuationdamand affect a warehouse size?
7. What factors influence the number of warehoused®here is the best place to
locate a warehouse? 9. What are the sight selef@adors from a micro perspective?
10. What are the benefits of a good warehouse t&you

Ex. 4. Expand on the following statements frontexe

1. Developing an optimal warehousing network is dnéhe most important
decisions for logistics executives. 2. Warehousimg may be defined in terms of
square footage or cubic space. 3. Warehousingssigdated to the materials handling
equipment used. 4. Demand fluctuations impact aelarse size. 5. Four factors
influence the number of warehouses. 6. Factorsetadnsidered when choosing the
best place to locate a warehouse. 7. The intertedgli@ositioned strategy places
warehouses at a midpoint location between the éustomer and a producer.

Ex. 5. Work in pairs. Describe how an optimal wanesing network can be
developed.

Text 5. Improving Warehouse Productivity and Finangal Dimensions

Ex. 1. Before reading the text check the meaningeofollowing words and word
combinations in the dictionary.

Prior, multinational, preeminent, immense, interragd abundance, request,
gain, utilization, performance, corrective, highligmerely, contingency, institute,
significant, impact, aware, alternative, obsoleseenrouter, retrieval, assess,
frequently, assign, unbundle, sophistication, agate categorize.

Ex. 2. Read the text and do the tasks.

Products must be stored at some point prior ta thel consumption. Depending
on the particular conditions in effect in each ignemarket, products may be stored
at different points within the channel of distriigutt.
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In the European Union (EU), Philips, a large mudtiional electronics firm, must
store and warehouse a variety of products at faesothroughout Europe.

Philips has poured impressive sums into the edairient of superautomated
international distribution centers, or "Eurostoré$or each of its product divisions.

A typical Eurostore is that of Philips's Lightinguixion, located in the Dutch city
of Roosendaal. Its preeminent features are an immdémgh-bay warehouse and an
all-encompassing computer system that runs theeeopieration on an ORFO (order
of forwarding) basis. The Eurostore is a study unet} rhythmic efficiency, with
human management evident only at critical monigptocations.

If a firm is involved in exporting, it may storems domestically and ship them
only after it receives orders. Thus, no foreignafe is necessary.

If distributors or other intermediaries are usedentories will have to be stored
or warehoused at other locations within the charfleé ability of the manufacturer
or supplier to push the inventory down the chamfelistribution varies from market
to market, depending on the size of the channelnmtdiaries, customer inventory
policies, demand for the product by final consumstsrage costs, and customer
service levels necessary to serve each market.

In Japan and most European countries, the retailanke is composed of a great
number of small shops, each having little capdaatyinventory storage. As a result,
these shops order frequently from distributors, ufacturers, or other channel
intermediaries. The burden of storage is carriethbymanufacturer or other channel
members instead of by the retailer. In the UniteadesS, where retail stores are fewer
in number but much larger, the storage functioommre easily shifted from the
channel intermediaries directly to the retailer.

When an international firm needs warehousing fiediin a foreign market, it
may find an abundance of sophisticated, modern hvaaises in some industrial
nations. In Japan, for example, many companies high-cube automated
warehousing. On the other hand, storage faciliieasany developing countries may
be nonexistent or limited in availability or sopigation. In the latter instance, the
product package or shipping container may havesteesthe warehousing purpose.
Third-party providers such as CTI, Exel, GATX, dRgder Integrated Logistics have
begun operations in Latin America and Asia at #nguest of their North American
customers.

In the United States, many public warehouses peovegrvices such as
consolidation and breakbulk, customer billing, fimfmanagement, packaging, and
labeling. Public warehouses in many foreign marled$® may provide services in
addition to storage.

Like all logistics activities, the warehousing amstbrage activity must be
administered differently in each foreign marketeTbgistics executive is responsible
for recognizing how the storage activity differsdaadjusting the firm's strategy
accordingly.

To obtain maximum logistics efficiency, each comgainof the logistics system
must operate at optimal levels. This means that hegels of productivity must be
achieved, especially in the warehousing area. Rtodly gains in warehousing are
important to the firm in terms of reduced costs amdts customers in terms of
improved customer service levels.
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Productivity has been defined in many ways, buttnuinitions include the
notions of real outputs and real inputs, utilizatiand warehouse performance. One
study defined those elements as follows:

» Productivity is the ratio of real output to reahput. Examples are cases
handled per labor-hour and lines selected per eanapt-hour.

» Utilization is the ratio of capacity used to awdile capacity. Examples are the
percent of pallet spaces filled in a warehouse antployee-hours worked versus
employee-hours available.

» Performance is the ratio of actual output to starth output (or standard
hours earned to actual hourdexamples are cases picked per hour versus standard
rate planned per hour, and actual return on assgtfoyed versus budgeted return on
assets employed.

Any working definition of productivity probably ihedes all three components
because they are interrelated. Most firms utilizeaety of measures. Firms tend to
use more sophisticated productivity measures ower. t

A multitude of warehouse productivity measures @sed although they can be
grouped into major categories such as labor casupie handled, amount of space
needed to store each unit, and frequency of erd@esformance data must be
available and used as the basis for correctivemmetnd proactive improvement.

The general management notion that "you can't nemdmat you don't measure”
Is an important warehousing performance concepheSaf the most important areas
of measurement that highlight problems or oppottesiiinclude customer service
(e.g., shipping performance, error rates, ordetectime), inventory accuracy (e.g.,
the quantity of each SKU is correct at all warelgologations), space utilization (e.g.,
having the right inventory, square foot or cubdizgtion of facilities), and labor
productivity (e.g., throughput rates).

It is not enough to merely identify problem areaher, it is vital that the firm
take appropriate actions to improve poor perforreamcenever possible. A company
should develop decision strategies to handle mdtigm areas before the problems
develop. This is the essence of contingency plaprdmce issues are pinpointed, the
firm can institute various controls or correctivetians to improve warehouse
productivity.

Because warehousing is such a significant compoofetite logistics process in
terms of its cost and service impacts, logisticecexives are acutely aware of the
need to improve warehouse productivity. Produgtidan be improved in many
ways, including methods-related, equipment-relategystems-related, and
training/motivation-related programs.

Methods-related programs consider alternative @ for achieving desired
results. They include those involving warehouseecutilization, warehouse layout
and design, methods and procedures analysis, hatthng of small orders,
combined putaway/picking, wrap packaging, inventoygle counting, product line
obsolescence, standardized packaging, and warehonselidation.

Equipment-related programs include the use of reshrtology such as optical
scanners, automatic labeling devices, computer rgiate putaway and pick lists,
automated materials handling equipment, commumicatidevices, computers and
automated storage/ retrieval systems (AS/RSs),usats, and conveyors. The
Technology box shows how a grocery chain used @-faequency system to track
its products.
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Systems-related programs include the use of rdotation systems, geographic
or zone picking, and random location of productsthe warehouse. These are
systems related because they directly affect thetheat different components of the
logistics system interact.

Training/motivation-related programs include emgeytraining, management
development programs, work teams, incentive systeans awards recognition.
These programs can improve warehouse productiviggnpowering those closest to
the activity to make improvements in operations.

The preceding approaches can be implemented inilydor in combination.
Most firms utilize several methods simultaneously improve warehouse
productivity.

Financial control of warehousing is closely tied lemistics productivity and
corporate profitability. Before the various actieg of warehousing can be properly
integrated into a single unified system, managemardgt be aware of the risks and
costs of each activity.

Many warehouse decisions involve risk. The risks lba of many types, but all
eventually will result in some impact on costs evanues. For example, making a
capital investment in automated storage and retrigystems increases both risk and
the level of expected return on investment. Firmsstmbe able to justify such
investments financially. The more quickly the caxt the equipment can be
recovered, the less risk associated with the amtigiinancial accounting and control
techniques are very important in assessing thes rastd rewards associated with
warehousing decisions.

One approach that has proven successful in thedialacontrol of warehousing
activities is activity-based costing (ABC). Accweadnd timely financial data allow
warehouse executives to properly plan, administrd control warehousing
activities. Traditional costing systems, in platemany firms, often do not provide
financial data in the proper form for use in makimgrehousing decisions.
Frequently, it is difficult to identify how warehsing costs impact overall corporate
profitability and how changes in costs in one aaff@ct costs in another. Some
companies are implementing ABC in order to havetebetvarehousing cost
information.

With ABC, costs are determined by specific produse&svices, or customers. It
utilizes a two-stage process. The first stage assigsource costs according to the
amount of each resource consumed in performingifspacarehousing activities.
The second stage assigns warehousing activity ¢ostse products, services, or
customers consuming the activities.

Proponents of ABC state that it unbundles tradaiortost accounts and shows
how resources are consumed.

Companies are often at various levels of sophistican terms of warehouse
accounting and control. Four levels have been ifiett

Level I. Warehouse costs are allocated in toshgia single allocation base.

Level Il. Warehouse costs are aggregated by magrehouse function (e.g.,
handling, storage, and administration) and aregassli using a separate allocation
base for each function.

Level lll. Warehouse costs are aggregated by nagtivity within each function
(e.g., receiving, putaway, order pick) and arecalted using a separate base for each
activity.
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Level IV. Costs are categorized in matrix fornmileeting each major activity,
natural expense, and type of cost behavior. Sepalications are developed for
each cost category, using bases that reflect tlyediféerences in warehousing
characteristics among cost objectives.

Accounting and control require having the rightckiof financial data available
when and where they are needed, and in a formghetable by as many functional
areas of the firm as possible. Ultimately, thesta dare essential to making the
necessary cost-service trade-offs within the wausimgy activity and between other
logistics functions.

Understanding the main points.

Ex. 3. Answer the questions.

1. When and why must product be stored? 2. How deleitips tackle the
warehousing issue? 3. What does the manufactigepglier's use of inventory
depend on? 4. How is retail network organized ipadaand most European
countries? 5. How is storage issue solved by rstaiks in the United States? 6. How
does an international company solve the warehoussige in a foreign market?
7. What kind of services do public warehouses i@ WS provide? 8. How can
maximum logistics efficiency be achieved? 9. How gau define productivity,
utilization and warehouse performance? 10. Why algistics executives seek to
improve warehouse productivity? 11. In what ways itdbe improved? 12. Why are
financial accounting and control techniques impdrtan assessing the risks of
warehousing decisions? 13. What techniques helmancially control warehousing
activities? 14. What is the essence of ABC techefiqil5. What are the levels of
warehousing accounting and control?

Ex. 4. Expand on the following statements frontexe

1. Products may be stored at different points witthie distribution channel.
2. Each component of the logistics system must aiperat optimal levels.
3. Warehousing is a significant component of thgisiiics process in terms of costs
and service inputs. 4. Warehousing financial cdnsoclosely linked to logistics
productivity and corporate profitability.

Ex. 5. Work in pairs. Describe how warehouse pragitg can be measured and
improved.

Creative Solutions

Less Warehousing, Better Distribution

Lincoln Electric is the world's leading manufactucd welding equipment and
supplies, as well as a major producer of electrotons. The company used to have
36 to 40 small warehouses scattered around thetrgouPricing policies were
designed lo encourage large orders that would gynplanufacturing and shipping
to end users and stocking distributors.
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Because the firm's local warehouses were not lamgpeigh to carry a complete
stock to supply the growing needs of the distrimutnetwork, the company decided
to consolidate its distribution in a much smallember of larger, well-stocked
regional distribution centers.

The first distribution center (DC) was set up ire@land, Ohio, toward the end
of 1989. New DCs were added lo cover the rest efdbuntry and corresponding
local warehouses were closed when they became dadunNot only did (he
consolidation reduce the degree to which inventes dissipated in multiple
locations, but it provided an opportunity to refethe local facilities.

Lincoln Electric has six regional distribution cers located across the United
States and two in Canada. Others are planned fladelphia and Mexico, as well as
parts of Europe and South America. The U.S. distioin centers range in size from
30,000 to 100.000 square feet and arc operatethlfg that vary from three to about
a dozen employees.

To get up and running faster, the operations ofesoew DCs were contracted
out, although each has at least one Lincoln Elzemployee at the location.

By working more effectively with its distributorsid helping them serve their end
users better, Lincoln Electric is able to meet kmeader needs of the entire arc
welding market more effectively. Independent weddehstributors can carry a lower
level of inventory and rely on a Lincoln ElectricCDto provide most items their
customers need, usually in 24 to 72 hours.

With minimal delay, customers receive more of thedpcts they need to keep
operating. Distributors can provide better custosswice and turn inventories more
often while maintaining smaller stocks and relyioig the distribution centers for
backup.

By improving the way it serves customers, Lincolted&ic gains greater
efficiency, increased sales, and positive custarlations.

Technology
Radio to the Rescue

"Software can be a real space saver in the warehasy. Especially when it's
combined with a radio-frequency (RF) system toKrpooduct instantly. At least
that's what West Coast grocery chain Smart and Biseovered.

Faced with a space shortage, the company installedlio-frequency inventory
management system to provide a ‘real time’ fixtsrinventory. Thanks to that up-to-
the-minute information about stock on hand, the gamny was able to use warehouse
space better. ... How much better? Smart and Fitiaha&®s that the radio-frequency
inventory management system brought about a 1(Gbtpet cent increase in space
utilization.

The West'’s oldest and largest grocery retailer, iSarad Final earned roughly $1.
billion last year [1995]. The Los Angeles-based pany, which operates a chain of
approximately 150 non-membership warehouse stqgreand down the West Coast,
ships more than 400 outbound loads of dry goodshaatth and beauty care products
weekly from its distribution center in Los Angeldsprivate fleet delivers product to
the stores and picks up some inbound shipmentsackhbauls as well. The company
moves freight seven days a week, shipping fulldremads whenever possible.

92



Due to growing business, however, the company facegace shortage at its
distribution center three years ago. It had begomsicering relocating to a new
warehouse when managers decided that a real-tivemtory software system just
might do the trick. [The company] purchased a rdddquency (RF) control system
that would enhance the company's existing com@ystem. In an RF setup, workers
scan bar-coded items. The scanned data then amef¢iduously via radio waves to
a computer that monitors stock level and location.

As impressive as the inventory-related improvemangs/ be, they're not the
whole story. For one thing, the radio-frequencyemory system also has increased
productivity by 25 percent. Today, the center catgdl/ turns its inventory 26 times
a year.

But most importantly of all, the system increaspdce utilization at Smart and
Final's distribution center to such a degree thateaw warehouse is no longer
needed."

BBN Communications Serves Customers Worldwide

BBN Communications of Cambridge, Massachusetts, ufaatures high-value
telecommunications and networking equipment, "idiclg components that allow a
firm's satellite offices to combine all computeaffic on a local area network and
communicate with the home office to share inforomati The firm searched for ways
to improve service levels to customers locatedonttNAmerica and Europe.

"BBN Communications' remote warehousing solutiodiese on same-day
shipping and delivery of ... components. BBN hasdstlaed sites in London and
Stuttgart for warehousing its high-value materidksndon currently is the larger of
the two sites.

"Not only do these sites build a comfort level floe parts managers, but also they
make life easier on the BBN sales staff ... Therehalden dollar savings to using a
location within the [EU] for warehousing parts. Qmever knows to which country a
part might be sent and it is impractical to es&blvarehouses in every country. By
establishing parts centers within the [EU], BBN pajuties only once on materials
shipped into [another country] and stored at asgaaihk.

"So successful has the European parts bank beet f{te company] is
considering establishment of a similar depot inaAsi cither Singapore or Hong
Kong — to take advantage of the duty free portsethagain bringing cost savings
into the warehousing and distribution network."

Target Stores Discover There is More
to Site Selection Than Running the Right Models

In choosing a location for a major distribution w#rto serve the Chicago region,
Target Stores considered 55 sites in three stétedid all of the right things:
considered proximity to market, transportation spdabor availability, and tax
incentives offered by each community. It narrowkd pool of prospects to three
sites, then chose an industrial park in Oconomowdisconsin. What Target didn't
anticipate was landing in the middle of a battletwleen politicians over
environmental concerns.

93



Target had gone through all the necessary legalear@tonmental processes to
break ground on the Wisconsin site. Yet the enviteintal groups weren't satisfied.
What about groundwater runoff? What about air piuand congestion from truck
and employee traffic? These groups believed thegekaproject was rushed —
"ramrodded" through the state with minimal pubhca@eness or input. To complicate
matters further, a neighboring town was protesthig development because of an
old battle with Oconomowoc on water and sewer liggsconsin politicians were
upset about the impact that this battle would hawethe state’s “aggressive pro-
business attitude.”

What did Target learn from this process? Targetagament would have taken
more time to meet in advance with local groupshdyt had realized the extent of
these concerns. Second, going through all thet'rggaps in the political process —
dealing with regulators and local governments —a$ enough. Third, citizens in
small towns such as Oconomowoc, population 7,0@)eaen more sensitive to the
impact of a new facility in their town. Adding moteusing, schools, roads, and
general infrastructure might change the atmospbérihe town in a manner that
would be viewed unfavorably by current residentscdl businesses might feel
threatened that their longtime employees may derstmway by the new employer in
town.

Once a facility is in place, its long-range successl viability depends on
maintaining and enhancing its good citizenship.géars committed to this policy.
As part of this commitment, it donates 5 percentt®fpretax income each year to
communities where it has facilities. This story Basappy ending. The Oconomowoc
facilities were built and are operational. A grdaal of expense and delay could have
been avoided by involving the community and conedraitizens and groups in the
process at an earlier stage.

How Moore Keeps Its Operations in Top Form

A Canadian corporation headquartered in Torontopfddusiness Forms and
Systems manufactures custom business forms andméots. Corporate sales in
1994 topped $2.3 billion.

To serve customers in the United States, Mooreabeerl8 U.S. distribution
centers. Although some 75 percent of products lapgped directly from the factory
to the purchaser, another 25 percent go into stdi@gater shipment.

Moore developed six critical measurements desigioedhaximize warehouse
efficiency and effectiveness while maintaining ghhlevel of customer service. The
six-element program (referred to as the RSVP prayonsists of the following:

1. Safely — zero safety incidents or accidents;Qis#HA employee logbooks that
report accidents are used for evaluation.

2. Shipping Errors — zero shipping errors in then% pick and pack activities
(i.e., ship exactly what was ordered to the cust@ni@ancial statement information
indicates whether orders have been filled compjetel

3. On-Time Shipments — delivery of freight precyselhen requested because
customers are operating JIT operations; warehcams@mds on shipping performance
are used for evaluation.

4. Customer Problems — customer feedback is peatidirequested for every
shipment, and summary statistics are compiled fmmagement review.
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5. Cost per Line Shipped — based on the numbeepofs shipped in a period, the
company came up with a cost per line and measiaseixpense against a pre-
established objective; financial statements and fitm's computerized inventory
system measure costs in this area.

6. Total Warehouse Expenses — an overall measureaoéhouse efficiency
which determines whether workers kept warehousiogfscin line with company
standards and projections.

At the end of each quarter, Moore measures eacle-n@rse's performance
against the criteria and issues bonuses to theogeys, managers, and directors.
During 1994, more than a third of the warehousetsathsix objectives. At the end of
the year, 99.6 percent of Moore's customers raieid $ervice level as good or better.

Warehousing in the High-Fashion Goods Industry

Fashion is a very perishable commodity ... a hbingefashion item is a loser ...
unless it is on the selling floor precisely whensitmost in fashion. In some cases,
that can be as little as 7 to 10 days.

Saks Fifth Avenue operates 69 stores served bydistobution centers. One is in
Yonkers, New York, close to Saks's flagship stardNew York City’s Fifth Avenue.
The second is in Ontario, California, well situated serve the trendy Southern
California market.

Neither of these operations is in any sense a wassh... Items generally move
through these centers on a 24-hour turnaround.eTisean emphatic realization ...
that every hour that a rack of $800 dresses sigsdistribution center can represent a
lost sale and lost profit.

Speedy transit starts at the beginning of the mipelAbout 80 percent of Saks's
imported items move into one of these centers bjreight. Imports move to one of
the distribution centers based on the region wtkexe originate: Yonkers handles the
European imports and Ontario covers the Far East.

ltems are exchanged between the two centers bfreaght, with a dedicated
flight in each direction between New York and Lasgkles every business day.

The distribution centers then serve their localegownith a combination of air
freight and trucking.

POINTS FOR DISCUSSION

1. Warehousing is used for the storage of inveesoduring all phases of the
logistics process. Since inventory carrying cosis be so high, why is it necessary
for a firm to store inventories of any kind?

2. What are the differences between private andigpwarehousing? What are
the advantages and disadvantages of each type?

3. What is meant by a cost trade-off analysis witihie context of warehousing?
Give two examples of the cost trade-offs involveda firm's decision to use a
combination of public and private warehousing rathlean public or private
warehousing alone.

4. What are the three basic functions of warehg®sBriefly describe each.
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Identify and describe some of the more importantdis that affect the specific
size of a firm's warehouse or warehouses.

5. What are the differences between the followigges of facility location
strategies: (a) market positioned, (b) productiasijoned, and (c) intermediately
positioned?

6. How can layout and design affect warehouseieffcy and productivity?

7. Productivity has been defined as the ratio af oaitput to real input. In terms
of the warehousing function, how could a firm measilne productivity level of its
storage facilities?

8. Discuss the reasoning behind the following stet&: ‘Financial control of
warehousing is closely tied to logistics produe¢yivand corporate profitability.’

Clues to Worked Examples

Worked example 1

Solution

Taking costs over a year, the current position is:
Cost of stock = amount of stock x holding cost

= 10mIn x 0.25 x 0.2 £ 0.5 min a year
Total costs = operating costs + cost of stock

= 7.5mIn+ 0.5 mIn =% 8 mIn a year
Profit = sales — total costs

= 10 min — 8 min =£ 2 min a year
Total assets = total assets + stock

= 20 min + (10 min x 0.25) £ 22.5min
Return on assets = profit / total assets

= 2min/22.5 min = 0.089 or 8.9%

The new position with stock reduced to 20% of shkes

Cost of stocks = 10mIn x 0.2 x 0.2 £9.4 min a year
Total costs = 7.5mIn + 0.4 min £7.9 min a year
Profit = 10mIn-7.9 min £ 2.1 min a year
Total assets =£ 20 min + € 10 min x 0.20) =£ 22 mIn

Return on assets = 2.1 min/ 22 min = 0.099.%%

Reducing stocks gives lower operating costs, higtrefit and a significant
increase in ROA.

Worked example 2
Solution

Gross profit is 5% of sales, so if we take sale$1df0, operating costs amount to
$95. At present, 22% of this, or 95 x 0.22 = $20i9@lue to logistics.

If the company reduces the cost of logistics by 1@%vould save 20.90 x 0.1 =
$2.09. Assuming that there are no changes to thegsprice or other costs, this is a
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direct contribution to profit. A 10% reduction iadistics costs raises profit from $5
to $7.09, or an increase of 42%.

Without the reduction in logistics costs, the compwould have to increase sales
by 42% to get the same increase in profit.

Worked example 3
Solution

The spreadsheet shows this for the first week wdenand of 100 units moves
through the supply chain. For each tier, you can se

mdemand - which equals the amount bought by thetreaxbf customers

mopening stock at the beginning of the week - wiaghals its closing stock in
the previous week

mclosing stock at the end of the week - which mgsta¢ demand in the week

mnumber of units bought - which equals demand physchange in stock:

buys = demand met + (closing stock - opening stock)

In week 1 everything is going smoothly, with theials100 units flowing down
the supply chain. Then in week 2 customer demamd gp to 105 units. The retailer
must buy 105 units to meet this demand, plus aitiaddl 5 units to raise its closing
stock to 105. So it buys 110 units from the lochbiesaler. The local wholesaler has
to supply this 110 units, plus an additional 10tsito raise its closing stock to 110
units. So it buys 120 units from the regional wialer. The regional wholesaler has
to supply this 120 units, plus another 20 unitsaise its closing stock to 120 units.
So it buys 140 units from the manufacturer.

In week 3 we get the reverse effect as customeaddmeturns to 100 units. The
retailer now reduces closing stock to 100 unitst saly has to buy 95 units from the
local wholesaler. The local wholesaler reduceslasing stock by 15, so it only has
to buy 80 from the regional wholesaler. The regiomaolesaler reduces its closing
stock by 40, so it only buys 40 from the manufamtuihe manufacturer would like
to reduce its closing stock by 100 units, but #endnd is only 40 units so it stops
production and meets all demand from stock.

A variation in customer demand of five units in ameek has made manufacturing
vary by 180 units a week, with an effect continuimgseveral more weeks.

A List of Abbreviations

ABC — activity based costing

AOL — an American multinational mass media corporabased in New York
City

AS — automated storage

BAT — theBloomberg Aptitude Test— is an aptitude test owned, published, and
developed by Bloomberg Institute — an educatiomakidn of Bloomberg LP. It is
used by employers in the business world to evalwtgloyment candidates.

(Bloomberg L.P. is a privately held financial sofive, data and media company
headquartered in New York City).
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BBN Communications (formerly Bolt, Beranek and Neavi) — a technology
company in Cambridge, Massachusetts.

B2B —business-to-business is commerce transactions between businessds, suc
as between a manufacturer and a wholesaler, oebeta wholesaler and a retailer.

B2C —business-to-consumer- is a transaction that occurs between a company
and a consumer, as opposed to a transaction betwegoanies. The term may also
describe a company that provides goods or serfoceonsumers.

CL — carload
CTL — a British computer manufacturer of the 19g&0d 1980s.
DC — distribution centre

DEL — Dell Inc. — is an American privately owned multinationalnguuter
technology company based in Round Rock, Texasgdi8tates, that develops, sells,
repairs and supports computers and related prodmnctservices. Bearing the name
of its founder, Michael Dell, the company is one tbe largest technological
corporations in the world, employing more than 308, people worldwide

DHL — a division of the German logistics compabeutsche Post DHL
providing international express mail services

DVD - (digital versatile disc or digital video disg is a digital optical disc storage
format, invented and developed by Philips, Songhilma, and Panasonic in 1995.

EDI — electronic data interchange
EFT — electronic fund transfer
EPOS - electronic point-of-sales data

EU — theEuropean Union— is a politico-economic union of 28 member states
that are located in Europe.

Exel— a spreadsheet application by Microsoft Corpornatio

FedEx —FedEx Corporation — is an American global courier delivery services
company headquartered in Memphis, Tennessee. Time flaedEx” is a syllabic
abbreviation of the name of the company's origaialdivision, Federal Express,
which was used from 1973 until 2000.

GATX — an equipment finance company based in Cloc#iinois. Founded in
1898, GATX’s primary activities consist of railcaperating leasing in North
America and Europe. In addition, GATX leases locowes in North America, and
also has significant investments in industrial pquent and marine assets, including
ownership of the American Steamship Company, whppérates on the Great Lakes.

GDP —Gross Domestic Product- is defined by the Organization for Economic
Co-operation and Development as "an aggregate meea$yproduction equal to the
sum of the gross values added of all resident,itutisinal units engaged in
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production (plus any taxes, and minus any subsidegroducts not included in the
value of their outputs)

GKN — GKN plc — is a British multinational automotive and aewlsp
components company headquartered in Redditch, \Wershire.

HGV —heavy goods vehicle- a truck category

IBS — IBS Software Services is an Indian multinaébl T solutions provider to
the Travel Transportation and Logistics (TTL) inolys The company is
headquartered at Technopark, Trivandrum India.

IRS —The Internal Revenue Service- the revenue service of the United States
federal government. The government agency is aaouoé the Department of the
Treasury, and is under the immediate direction hef €ommissioner of Internal
Revenue. The IRS is responsible for collecting $aard the administration of the
Internal Revenue Code. It has also overseen vaheuosfit programs, and enforces
portions of the Affordable Care Act.

ISO 9002 — model for quality assurance in productinstallation and servicing

JIT —just in time — is a methodology aimed primarily at reducing flowes
within production as well as response times froppéers and to customers.

PC —personal computer— is a general-purpose computer whose size, désbi
and original sale price make it useful for indivéds) and is intended to be operated
directly by an end-user with no intervening compuatgerator

PRISM Team Services — is a clandessneveillance program under which the
United States National Security Agency (NSA) cdBemternet communications
from at least nine major US internet companies.

RF — radio frequency

ROA —return on assets— shows the percentage of how profitable a conipany
assets are in generating revenue.

Ryder Integrated Logistics — a popular_truekntal and leasing company for
companies’ distribution and supply chain efforts.

RSs — retrieval systems
RSVP — request for response (Frerrépondez s’il vous pl3it
TL — truckload

UK — the United Kingdom of Great Britain and Nonthelreland, commonly
known as th&Jnited Kingdom or Britain, is a sovereign state in Europe.

UPS —United Parcel Service, Inc.— is the world’s largest package delivery
company and a provider of supply chain managenwuatisns

US — the United States of America, commonly refétceas théJnited Statesor
America, is a federal republic consisting of 5Qedaand a federal district.
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PART II.

REVIEWING GRAMMAR
Word order. Sentence structure.

Ex. 1. Find a suitable place for the adverbialdnackets.

1. He worked (hard, today, in the garden). 2. Helwéd (awkwardly, out of the
window). 3. He just walked, not waiting for the biggiite often). 4. Don’t worry, |
get enough exercise — | walk (quite often). 5. Halked there only to enjoy the
guietness of the place (often). 6. They lived tHéwe a year, quite happily). 7. But |
doubt whether | shall ever visit Canada again (varych). 8. She looked up (in
surprise). 9. He queued up (at the bus stop, edayy patiently). 10. She lives (next
door, actually). 11. They knew the town (apparentiell). 12. He couldn’t run
(enough, quickly). 13. Tom couldn’t get the monkgriestly, anywhere). 14. I'll buy
one apple (just). 15. We came to the place whearg were to wait for us (too early).
16. They stood (side by side, for a moment, indiberway).

Noun (Number. Case. Article)

Ex. 1. Change the number form of the nouns in tygd for the plural.

1. This place can well be called an oasis of celt@ The atomic nucleus must
not be used as a medium of destruction, but radlsea medium of construction.
3. Every heavenly body revolves around its axi§.rdough a microscope we can see
such a tiny living thing as a bacillus, a bacteriwn a larva. 5. A more detailed
analysis of this phenomenon can be found in a apseidl encyclopedia. 6. A fungus
iIs a kind of a poisonous mushroom. 7. There isriat striterion, which makes it
possible to support this hypothesis and to pregeimt the form of mathematical
formula. 8. An abacus is a very simple instrumentdoing arithmetic. 9. A nebula is
a cloudlike group of stars, too far away to be semgly. 10. An alumnus of a
university is a person who has attended, or isadugte, of this particular institution.

Ex. 2. Replace the of-phrases by the possessive whssible.

1. We walked a little along the bank of the riverLet’s climb onto the roof of
the house and lie in the rays of the sun. 3. Wguld like a cup of milk? 4. The
school is at the distance of two miles from the mddall. 5. The taming of animals
requires great patience and self-possession. 6. ¢leat is the population of our
country now? 7. What is the height of this old ti@e? 8. We were rather tired after
a walk for an hour. 9. There was a heap of bookieuthe table. 10. The tides of the
ocean are caused by the movement of the Moon. drpo@al punishment of children
has long been prohibited in schools. 12. We exathitne places of interest of
London, which are near Trafalgar Square. 13. Yoeatinent of my younger brother
Is something shameful. 14. What will mankind do wltikee resources of the world
are all exhausted? 15. Who was the discoverereftitient Greek City of Troy in
the 19-th century?

Ex. 3. Use the right article to show whether theimas used as countable or
uncountable.

1. ... ironmonger is ... person dealing in gods enafl... iron, such as pots and
pans. 2. ... iron is an instrument for pressing amoothing our clothing. 3. One of
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the greatest figures in ... Greek thought was #ilist 4. He hasn't ... thought in his

head. 5. | need ... needle and ... thread to seévutipn. 6. Your silly mistake makes alll

our plans hang by ... thread now. 7. In the dakieéshe hall only ... thread of ... light

came through the keyhole. 8. The Greek myth sagsnétheus stole ... fire from

Olympus to give it to men. 9. When ... night cathe, scouts put up ... fire to frighten

off the wolves. 10. There was ... fire in the cowhe the other day. 11. When Western
Allies waged ... war against Hitler, it was notwar within Europe only. 12. | can do

with ... hard-boiled egg for breakfast. 13. Wipauy@hin: you've got ... egg there.

14. He began with ... red wine, bad olives and rotiescure foods. 15. This was ...
wine he had never tasted before. 16. He saw ht ligthe distance and felt more
assured. 17. Could you give me ... light? 18. Vihtie speed of ... light?

Pronoun

Ex. 1. Insert the proper form of the personal praman brackets.

1. | had turned and faced (he). He was taller (ha. | only mean I'm sorry the
captain’s (I). 3. He'll be between (you) and (lpyavay. 4. It was (he) before whom
she felt defeat. 5. It was (she) who asked the geastion. 6. It's (they) whom | pity
desperately. 7. ‘She’s better at it than (we) asaid Nora. 8. It was (I), not Martin
who had insisted on seeing (he) that night — bexduwanted his support. 9. |
recalled, too, there had been some talk between Wetrs and (she). 10. Now here
you are, safe and sound. And you have your homeEéind and (he). 11. This is (1)
who can help you.

Ex. 2. Choose the appropriate form of the possegsionoun.

1.1 went (my, mine) way, and she went (her, hezsHe left (her, hers) with
(their, theirs) child. 3. What was the experimeh{your, yours)? 4. He slipped (his)
arm in (her, hers). 5. From this point onward (théneirs) story comes in two
versions, (my, mine) and (her, hers). 6. The Maristroom was only two doors from
(my, mine). 7. ‘That thought is not (my, mine),” leaid to himself quickly.
6. Where’s (your, yours) seat? | shall go to (mnen 9. Call me what you like. You
have chosen (your, yours) part, we have chosen gows). 10. His nature was harder
than most of (their, theirs).

Ex. 3. Choose ‘this’, ‘that’, ‘these’, ‘those’ oit’

1. Will ... pair suit you? Or maybe ... one, ovieere? 2. Thank you, ... will do,
take your seat, please. 3. Look at ... flowers! Arémey lovely? 4. Look at ... bright
stars! How magnificent! 5. She knew Mother wouldsteof all expect her to leave
the farm on ... morning. 6. Martin had married &en autumn, but | could not visit
them for some time afterwards. 7. Well, yesterdayclosed up his shop business
altogether. Didn’t somebody mention ... to you?IBtell you ... : there’s no smoke
without fire! 9. | can’t be sure, ... is only wha¢ himself said. 10. But she opposed
her own strength, ... someone who had gone intomtrd and could imagine no
other life. 11. The architectural monuments of Mongdave little resemblance to ...
of Petersburg. 12. | request from all ... presentiaute’s silence, please. 13. Don’t
tell me, | know all ... . 14. Don’t tell me, | know all. 15. When she’s had five or six
cocktails she always starts screaming like ... .Ifl6 were to prepare one
immaculately phrased generality, it would be we:are a new breed.
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Ex. 4. Fill in ‘few’, ‘a few’, ‘little’, ‘a little’ .

1.1 can’'t go yet, there are still ... things leftdone. 2. The forces were obviously
unequal: we were many, they were ... . 3. Many nembf the audience were silent,
and some ... had left at intervals throughout tmeesh. 4. Of course, there were ...
wrong spellings, but not too many. 5. When womeacgltheir secret lives in the
hairdresser’s hands, he gains an authority ..rotles ever attain. 6. | don’t deny that
perhaps Amy took her husband ... too much for gdnt. ... did he know what was
in store for him. 8. | must admit, this problem lgagen me not ... trouble, yet | have
solved it. 9. Unfortunately, there were quite .istakes in your paper. 10. I'm a new-
comer to the town, | know only ... here. 11. | msey | know only ... more than you.
12. He feels rather lonely, he has ... friendsismdiass. 13. | feel much better now
that | already have ... friends. 14. Is there ametleft still? — Just ... . 15. So ...
people came that we had to cancel the meetingevi&yone was there — Tom, Paul,
Jenny, to name but ... . 17. Many shall be called,... chosen. 18. We need one
more player, we are one too ... for this game.

Adjective. Adverb

Ex. 1. Use the adjectives in the comparative oedapive degree.

1. 1 am sure he is the (true) friend | have. 2 iitiue) to say that British English is
influenced by American, rather than the other waynd. 3. Walking, for many, the
(pleasant) kind of physical exercise. 4. It is m(uleasant) to walk in bright weather
than in the rain. 5. | haven't seen a (stupid) perthan he in my life. 6. He is surely
(stupid) than he tries to seem. 7. You could nodl fan (unhappy) fate than hers.
8. He felt still (unhappy) after what he had he&dThere has never been a (cruel)
regime than in that country. 10. A defeat in a makes the dictator even (cruel) than
does victory. 11. Today he has been (quiet) than egfore. 12. | wish to live in the
(quiet) street of the (quiet) little town. 13. Heesned to be (glad) than | had
expected. 14. Here was one of the (handsome) spesimf humanity he had ever
seen.

Ex. 2. Choose the right word.

1. (cold/coldly) a) What a ... day it is! b) Why dibu speak to me so ... ?
2. (sad/sadly) a) She was very ... when | saw hdr kgsShe looked ... about her
before leaving the place. 3. (silent/silently) @ Was ... for a time. b) Then he turned
round ... and left the room. 4. (good/well) a) Yourgish is very ... . b) You speak
English very ... . 5. (simple/simply) a) How did ydod my place? — Quite ... . b)
This exercise is very ... . c) It was not so ... toenstend you. 6. (terrible/terribly) a)
There was a ... storm at night. The wind blew ... .Il@m ... sorry to hear it.
7. (quick/quickly) a) He can run very ... . b) What.arunner he is! 8. (high/highly)
a) The boy was ... praised for his singing. b) Thanplflew very ... in the sky.
9. (closel/closely) a) Let’'s look at the problem gor. . b) He lives quite ... to my
place. c) These things are ... connected. 10. (deeplg) a) They buried the gold ...
in the ground. b) Her feelings were ... hurt. 11giftirightly) a) Go on straight, then
turn ... . b) The table stands ... in the middle ofrtbh@m. c) I'm afraid you didn’t get
me ... . | didn’t mean that. d) The newspapers quitecriticize the government.
12. (pretty/prettily) a) The girl likes to be ... ds=d. b) Your English is ... good
now. 13. (hard/hardly) a) Just what he wanted, |€yes. knew. b) You have been
working very ... lately. ¢) He was so tired that loaild ... move.
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Numeral

Ex. 1. Write in words.
4,14, 40; 5, 15; 50; 8, 8th, 18th, 80th; 9, 19,%0, 90th.

Ex. 2. Fill in appropriate articles where necessary

1. It was only ... fifth of July, and no meeting wiased with Fleur until ... ninth.
2. June walked straight up to her former friendsk&d her cheek, and ... two settled
down on a sofa never sat on since the hotel's fatiowl. 3. He'd catch ... two
o’clock train back to New York. 4. She’s quite dder ... seventy, isn’t she? What |
would call ... old seventy. 5. The letter bored hamg when it was followed next day
by another, and the day after by ... third, he begaworry. 6. Philip looked at his
uncle with disapproval when he took ... second piafceake. 7. He walked along
thoughtfully. He wasn’t going to be one of ... ludgn who were going to be taken
back. 8. ‘Miss Luce will be ... second mother to ¢hddren,’ she said. 9. They talked of
... thousand things, and they all talked at onceJames looked at her sideways, and
placed ... second piece of ham in his mouth. 11.phHume rang almost immediately ...
third time. 12. The phone ringing for ... fourth timaterrupted his thoughts. 13. ...
three times | have already done that. Everythirggnrthis time will make ... fourth.
14. That question, too, he had asked himself ...dod times. 15. Once more he had
used the service stairs from ... eighth floor ... ninth

Modal verbs

Ex. 1. Fill in the blanks with the verbs can or may

1. 1t ... have been anything serious, or | shouldeh@membered. 2. You ... have
noticed that | happen to wear my hair rather Idgshe ... never remember clearly
what came after. 4. You ... have noticed he was mosdif at lunch. 5. If she ...
only see what he’s really like! 6. ... | now andrtheome and sit here and talk to
you? 7.1 ... have more questions to ask you later..8you possibly lend us a
hundred pounds? 9. It ... have been some days ageekswerhaps. Or — it ... have
been yesterday afternoon. 10. One ... not know, y®j what is important. 11. He
chose an inside table against the back wall where.Hook over the other tables to
the people walking in the street. 12. Of course, be imagining it, but | don’t think
| am. 13. Be careful — did you hurt yourself? Youhave struck your head on that

marble chimney-piece. 14. ‘Shirley, don’t hate me.'Hate you? How ... | hate
you?’ 15.1 ... have one or two people coming in torme evening. Why not join
us? 16. | ... not bring myself to forgive him. 17. l..order you something?

18. Shirley ... have told you what she wouldn't litcetell me. 19. She ... see no
harm in just bringing Josephine on the terraceY2. ... have seen Mr de Winter’s
name in the papers recently. 21. She turned ohgileas though it ... warm her. 22.
Yes, it was awful, but what ... | do? — You ... haveeasmy advice!. 23. Harry ...
often be seen sitting on the porch with a pipeismiouth.

Ex. 2. Fill in the blanks with the verbs can, maynust.

1. Perhaps he went to the beach by another wayhave missed him. 2. They ...
not have had the key. It never left me day andtni§hfimpossible,’ | cried. ‘You ...
be making a mistake.” 4. Will you give him thesedsaand ask if we ... see him for a
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moment? 5. You ... go upstairs and use our bathréomut surely he ... have gone
to the wrong flat. That is the only possible sauati7. Yes, you ... leave the room
now. But be careful. 8. She ... have been talkingotar father, she ... not have been
talking to anyone else. 9. He's honest enough, evieait else he ... be. 10. You
absolutely ... come and see that place. 11. He vmeadooking young fellow with a
touch of graying hair at the temples though he .t. hmve been much over thirty.
12. | strolled across the lawn to the house, awlaae they ... be watching me still
from a chink in the shutters. 13. Let me introdyoa to Monsieur Poirot, of whom
you ... often have heard. 14. But it ... not have baewthing serious, or | should
have remembered. 15. Some astonishment ... have sitseinon his face, for she
looked at him and paused. 16. Perhaps it ... hava beter if you hadn’t written
letters to us. 17. She asked the fishmonger if.shieave the basket with him while
she got some other things. 18. ... | have some mbtkeab delicious salad, do you
think? 19. Helena, you ... not leave him. He needs, y&know he needs you. 20. |
adore Scarlatti. Partly because only musicians ay pim. 21.1 ... have been the
first person to put on that mackintosh since thedkarchief was used. 22. What you
tell me ... be true, but it happened many years a8oHer hair hung down so that
Anne ... not see her face. 24. It ... have been twemtutes past seven when he
heard the call. That ... be a fact useful to thHeceaf anything ... be discovered. 25. |
... swim when | was five. Daddy taught me. 26. Youalso address me as Aunt
Augusta for the future.

Ex. 3. Fill in the blanks with must, have to ortbe

1. To work with method, one ... begin from the begugn 2.1 ... be getting
sentimental. 3. Nowadays one ... do nearly everytbimgself. 4. | ... think who she
was talking about. She ... have meant your fatheHe5.... leave the vessel at
Melbourne and go off at once to the gold-fieldd. itad left my key at home, and my
servant ... letmein. 7. | ... be mad, coming here tlks. 8. We ... dine together and
then go to the Opera. 9. But who was it — Daniel®durphy? It ... have been one
of the two. 10. The man lost his way and ... drivekbhalf a mile. 11. It seemed
horrible to him that it was here the fatal portraitbe hidden away. 12. The man ...
touch him twice on the shoulder before he woke.Thss was comedy, one ... not
make it into tragedy. 14. Two days ago | asked ISgbmarry me. | am not going to
break my word to her. She ... be my wife. 15. | amaidfthat you ... go back the
way you came. There is no through road. 16. Sheot.tonreturn to dear Mamma or
to Sheffield, not ever again. 17. The next aftemtiwre ... be an attack up the river.
18. The carriage ... have come back by this timeSb@ner or later we all ... pay for
what we do. 20. | asked what time the attack ... fu they said as soon as it was
dark. 21. | was very hot and ... take a drink of deerool my mouth.

Ex. 4. Fill in the blanks with the verbs can, manst, should, ought, need, have
to, be to.

1. At this time Strickland ... have been nearly fesgven. 2. ‘Real friends ...
have everything in common, ‘ the Miller used to.sdySurely he ... have stayed
with her on her birthday! 4. She ... never have redriim! 5. You ... not bother
with these things here for you are among friendd. &ything ... happen to me, my
wife will be left very badly off. 7. That young Amean chap ... have overheard
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something too. 8. Tell him I'd wait twenty years fum if | .. do. 9. This ... be the
very last dinner he would ever eat at Ella’s. 16..H go to business, why ... other
people stay in bed merely because it was dark eggy? 11.1 ... have insisted on
going by myself and who knows | ... have got a jokewth got to London. 12. You
.. hot be afraid, | never cry. 13. Why ... you andlktabout it? 14. He suggested
that | ... stay with him for a few days so that he show me something of the
surrounding country. 15. It ... be a tiny path, or. itextend for miles. 16. | think I ...
find some girl, who'll just look after me. 17. Weithy dear fellow, you ...not eat as if
you were going to eat it all. 18. Harris said there have been twenty people
following him in all. 19. It was of himself and hiswn future, that he ... think.
20. It's not my secret. But I'll see what | ... deedause | think both you and John ...
be told. 21.1 ... say that you ... have shown moresm®ration. 22. It's absurd to
have a hard and fast rule about what one ... readvaatione ... not.

Verb (Tense. Voice)

Ex. 1. Use the required present tense insteadeoirntimitives in brackets.

1.1 (to be) here too long. | (to want) to get awayWhat he (to do) for a living? —
He (to sing) and (to play) the guitar. — He (toyplar his friends or just for money? — |
(not to know). — He (to have) a commercial cons@dn? — Yes, on Saturday.
3. Where you (to be), Tommy? Look at your face! Yew sight! — Mummy, you
always (to grumble)! 4. Everybody (to be) here?a; Mr Black (not to come) yet. |
think he (not to return) from abroad yet. He (tdva) on Saturday. 5. The old man
(to sit) in front of the fire since dinner-time.lgnot to have) a holiday fir two years.
7. ‘Gentlemen,” Andrew said. ‘| just (to wait) fargood position — such as this — to
get married.” 8. We (to take) two rooms in Dabnése& and we (to furnish) them
now. 9. ‘What you (to write) to him about?’ she edkooking over my shoulder.
10. What you (to tell) me (to be) quite a romarike. For years you (to say) you (to
be) trapped out, but you always (to get) throudgh.l1(to read) the book you (to
hold). 13. You always (to forget) something! 14td grow) too fat! 15. Something
(to worry) me all day! 16. All I (to know) is th&omebody (to stick) pins into my
wax image for years.

Ex. 2. Use the Past Indefinite instead of the itifies in brackets.

1. Mrs Sunbury (to cut) the cake and ( to put)rgdaiece on Betty's plate. 2. He
(to look) at her for a moment with surprise. 3.cEtbd switch) on the wireless and (to
sit) down beside it. 4. She (not to smile) when @besee) him. 5. On the way home
she usually (to buy) a slice of honeycake at tHeebs. It (to be) her Sunday treat.
6. Three o’clock (to strike) , and four, and théf haur (to ring), but Dorian Gay (not
to stir). 7. When he (to arrive) he (to find) thetipnt to be a small boy of nine years
of age. 8. A little before nine o’clock | (to desck to the ground floor. 9. When
Eddy (to leave) in the morning he (to take) hertpgoaph with him. 10. The girls (to
sit)side by side at their desks, they (to lunclgetber every noon, together they (to
set) out for home at the end of the day’s work.A fjuarter of an hour later he (to
hear) voices. 12. On the fifteenth of October Amd(& set) out alone for London.
13. Bart’s train (to get) into Central about halisp five, and he (to go) to the
servicemen’s hostel and (to have) a both and @slek The stranger (to climb) into
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his car and (to drive) away, and when he (to nptiater that his speedometer (to
indicate) seventy-five, he (to laugh) at himself ot to slow) down. 15. Clapper (to
stare) at the photograph without a change of egpmedor at least half a minute.

Ex. 3. Use the Present Perfect or the Past Indefimstead of the infinitives in
brackets.

1. You (to behave) like this ever since | first tome) here. 2. It (to happen)
when | (to be) out. 3. She just (to remind) me that(to be) at school together. 4. |
never (to have) the slightest desire to be an stée | (to meet) Tom this morning at
the station. 6. I'm very sorry, Doctor, but Doct@riffiths (to go) to Swansea on
important business. 7. She (to finish) cleaning Ibla¢hroom, then she (to begin)
peeling potatoes. 8. | (to see) her name in thpdsd rather often of late. 9. They (to
leave) just a week ago today. 10. Most of the chiichere (to have) measles already.
11. They (to talk) much that evening. 12. ‘I (to) d@mething,” he (to think). ‘Oh, |
(to do) something real at last.” 13. The bell (bogy repeatedly, but they (not to
answer) it, and presently it (to stop). 14. You'taee Herb. He (to be) out. — No, he
(not to be). | (to watch) him to go in with his dadd he (not to come) out yet.
15. She (to lift) her bag from the sideboard amdtétke) out a two-shilling piece..
16. ‘Good morning, Mrs Watt,” she said. ‘Eric (&} you what to do? 17. | (to love)
you since | (to see) you walk into that classro@f.| don't think | (to be) out more
than a couple of minutes. 19. The thing is thab Icome) to have a talk. 20. I'm her
sister, and we (to have) only each other since (xadie).

Ex. 4. Use the Past Indefinite or the Past Contusumstead of the infinitives in
brackets.

1. She (to go) to the back door, and as she (se)&er hand to knock, the young
man (to open) the door suddenly. 2. While the €tggboil) | (to go) out into the hall
and (to phone) Jo. 3. He (to begin) to walk fastvnidhe hedge; he couldn’'t see
where he (to go). 4. She (to invite) him to thetpahe (to give) on Saturday. 5. He
(to pause). They all (to look) at him now, inteeest6. She (to have) the satisfaction
of seeing that Betty (to get) more and more ilease. 7. | (to wash), (to brush) my
hair and we (to start). 8. It (to rain) hard ané ¢io run) for taxi. 9. Near her a small
boy (to play) silently. 10. She (to look) up to sleee (to listen). 11. Next day, when
the car (to come) we (to vanish) into the bush Al all the while she (to think)how
to get the money from Christie. 13. For the firste he (to notice) Heidi (to wear) a
new dress: a simple affair of dep blue. 14. Lizaidat) busily and (not to raise) her
head. 15. It so (to happen) that she (to dine)wbat evening at Timothy’s. 16. Mrs
Pimley (to come) into the drawing-room where we(llsit) reading the papers after
breakfast.

Ex. 5. Use the Past Indefinite or the Past Perfastead of the infinitives in
brackets.

1. Suddenly he (to grit) his teeth in angry exasfi@n. Not only he (to omit) to
leave his card; he (to forget) to tell them whq(tioebe).2. It (to be) perfectly true that
he never (to take) the slightest interest in hathas, a suit off the peg always (to
serve) him excellently, (to cover) him, (to keepphwarm without elegance. 3. It (to
be) nine o’clock and we (to come) to her room twaoils before, as we (to do) often
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on those winter evenings. 4. At once Helen (to syrak me; yet | (to see) that it (to
be) an effort for her to clear her mind of what @) before. 5. Gideon (to wake)
early that morning possibly because the ringingheffire alarm (to be) in his mind
most of the night. 6. He (to graduate) from QuedPdidlege before he (to take) his
master’s degree at Christ Church, Oxford. 7. ‘Whai{to say)? Tell us! Tell us!” He
(to tell) them what he (to say) and what the re@orsay) and, when he (tell) them,
all the fellows (to fling) their caps and (to crifturroo!” 8. When he (to come) back
to his seat his manner (to change). He (to be)gand kind. 9. He (to see) he (to be)
already further out than he (to hope) to be at flmsr. 10. By the time Fenella (to
take) off her coat and skirt and (to put) on hanfiel dressing-gown, grandma (to be)
quite ready. 11. No sooner we (to put) down oussga than the waiter (to refill)
them. 12. Inquiring for her at tea-time Soamedd#on) that Fleur (to be) out in that
car since two.

Ex. 6. Use the Present Indefinite or the Futureefidte instead of the infinitive
In brackets.

1.1 (not to mention) it unless he (to do). 2. Yoa home and if we (to see)
Tommy Flynn we (to tell) him. 3. Within a week y@o agree) with me. 4. Of course
it can’t last, but when it (to come) to an endat l§e) a wonderful experience for him.
It really (to make) a man of him. 5. He (to dana#&ndance upon her as long as she
(to let) him. 6. | (not to work) any more today)itd stay) with you. 7. | (not to want)
Eliza to have the shock of your news until she rftake) it up with these two
gentlemen. 8. He (to let) Mrs Rodd go free tonightn condition that we all (to
leave) tomorrow. 9. If you (not to intend) to gofor the whole day you'd better let
me know and | (to ring) up when | (to get) to wankd tell them you (to be) sick.
10. You just stay there until | (to tell) you, myrlgand | (to clean) up the house.
11. If you (to wait) ten minutes, | (run) both of tound in the car. 12. When you (to
be) up in the sanatorium it (not to seem) so bétd be) sure. 13. Now I (to tell) you
a secret if you (too promise) not to tell anyonk.IL(not to be) so long till we (to be)
together and then it (not to be) so hard for hig. Qnce | (to get) her into one of
those sanatoria, you (to have) no expenses ahulluntil there (to be) a vacancy |
can’t get her in.

Ex. 7. Use the required future or present tenseaeats of the infinitives in
brackets.

1. | expect we (to see) a lot of each other. 2o Iget) old and (to have) children
by then. 3. In a minute | (to join) you, my friendl. She knows that if she (to come)
she (to have) a chance of a happier and surahbie she has had. 5. You don't think
it (to rain), do you? 6. In a week you (to drivelfwthis woman in the Park. She (to
be) your constant guest, your dearest friend.(fb Istart) out on my round by the
time you (to go). 8. | (to think) of you day andyht. 9. If you (to mention) her name
again, | (to knock) you down. 10. You (to stayRame long? 11. Why, we (to work)
all night and (to finish) everything by midday tommw. 12. Bart and your mother (to
come) to dinner. 13. | (to stink) American unti{ftd drop) dead. 14. Our people (to
wait) at the emergency entrance. 15. Mum, | thirk (to leave) for Chicago sooner
than we thought. We (to start) getting ready tomermorning.
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Ex. 8. Use the required tense of the Passive Mostead of the infinitives in
brackets.

1. Each candidate (to question) in turn by two smgaexaminers. 2. Andrew saw
at once that she (to instruct) carefully beforen@dHe insisted on seeing the article
before it (to publish). 4. While the meal (to preggahe mother sat by the sick child’'s
bedside. 5. Jennie (not to forget). We all remenhieer 6. He opened his eyes and (to
blind) by a circle smaller than the moon. 7. Natiregle copy of the books he spoke
of ever (to ask). 8. | (to inform) that you (to y&e Church Street in conversation
with a young gentleman. 9. The room just (to mawu&), it smells wet paint. 10. He
didn’t utter a word, knowing that whatever he s@m meet) by the same silence.
11. My question (not to answer) properly yet. 1BeTshop looked shabbier in
artificial light: the shelves were dusty and theieg (not to paint) since | went there.

Ex. 9. Use the required passive forms insteadeofrtfinitives in brackets.

1. Her brother (to elect) president of the new eonc 2. Do you know how
pictures (to sell) nowadays? 3. She stared gittere that (to snap) the night before
at Morocco. 4. Back in the living-room, when coff@e pour), Lily excused herself
and left us. 5. Soames thought that perhaps Irae& lshe (to shadow). 6. Then he
wanted tools and nails, and soon all the closedssaelves (to put) in order. 7. As his
eyes cleared he saw that the lantern (to hold)aratr. 8. He felt he (to enlist) for the
fight, that some duty (to lay) upon his shoulde&dsThe lists (to send) to both
newspapers and now (to print). 10. There was vdorain the ground floor, and even
more on the second, where | (to take). 11. Whengthads (to pay) for a heavy
freight wagon halted in front of the store. 12 climpany with Suel James they ate
dinner. While cigarettes (to roll) after the medbwlen and his foreman went into
the office. 13. All the things that Roberta and tdan did for Ted (to do) for
themselves long before Ted was born. 14. The rasis-tstill held last night's
cigarette ends, the sofa pillows (not to straightand there were two magazines on
the floor in the exact position in which they (&aVe) the previous night. 15. Don’t
keep telling me I'm pretty. | (to tell) that evanse | was twelve. 16. The letter said
that for his thesis Andrew (to award) his M.D. $he looks like a spoiled child who
(to punish). 18. Do you realize that these aninftdsuse) to save men’s lives,
perhaps your own lives?

Ex. 10. Use the required active or passive fornsted of the infinitives in
brackets.

1. He (not to waste) time with foolish questiok®lwhy, when and where. He (to
do) as he (to tell). 2. Always a punctual womarg &b come) downstairs as the front
door (to open) for Charles. 3. Some kind of puldénonstration (to plan) to take
place at the airport tonight. 4. The flight (notanounce) yet. It (not to announce)
for another half-hour, at least. 5. The messag&aaya (to dictate) it, (to type) by a
girl clerk in New York. 6. She could tell by theclmation of his head that he (to
listen) intently to everything that (to say). 7(td6 be) an old house that (to divide)
into flats. 8. Julia can’t know what (to say) abdwr, and someone must tell her.
9. Each apartment usually (to share) by two orethgals. They (to know) as
stewardess’ nests. 10. Inez (to occupy) a chainenroom’s centre to which she (to
guide) on arrival. 11. He (to see) that the dodr§rans America Flight Two (not to
close) yet, and a few remaining passengers dittlfeck) in.
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Non-Finite Forms
I nfinitive

Ex. 1. Insert the infinitive with the particle tefore it where necessary.

1. She began (to talk) of Moscow. 2.1 don’t wanérh (to think) you in the
wrong. 3. It was a command from her mother, andetlas nothing for her (to do)
but (to obey) it. 4. You must (to take) care notdffend) her. 5. I'd rather not (to go)
home that way. 6. ‘I think we’'d better (to go) aial get) dry,” he said. 7. | stood by
the door and watched him (to take) the drinks aeeiVells. ‘Do you want (to
write)?’ — ‘Of course.” — Then why not (to writefi 9. It heartened Mary (to hear)
him (to speak) so lightly. 10. How dare you (toenfiére) with my private concerns?
No, don’t speak. Don'’t try (to excuse) yourself. Liza felt herself (to grow) red to
the tips of her toes. 12. | had not seen Jimnudgse) his temper before. 13. Mrs
Carey rose (to help) her (to lay) the cloth. 14 WMot (to make) him a doctor like
his father? 15. He would never cease (to regrst)dst opportunities. 16. | want (to
begin) (to earn) my corn. 17. 1 used (to spenddtaof time in Robison’s rooms.
18. He never let himself (to be) angry.

Ex. 2. Use the required form of the infinitive iratkets. Insert the particle to
where necessary.

1. I want (to go) to the East. 2. That was the tlaisig she expected (to hear) him
(to say). 3. At that hour she was unaccustomedlidiurb) by anyone. 4. She could
not let herself (to cry). 5. He wished (to makeg thost of his opportunity. 6. He
seemed (to think) over what he wanted (to say).watched the shore (to come)
close, then (to swing) away, then (to come) clo8eHe wants (to congratulate) you
In person. 9. ‘As soon as Joe gets here,” Meluiestd, ‘I want (to notify) whenever |
am.” 10. The question is, what had | better (toddl this house? 11. Wrap up my
lunch, child. I must (to go) now. 12. He doesrkeli(to keep) waiting. 13. | don’t like
(to see) men (to cry). 14. | hate (to leave) one fnouse. 15. They do nothing but (to
talk) about it all day long. 16. There was noth{tg do) but (to knit) all day long.
17. His face showed his grief and how upset he wad his eyes seemed (to ask) for
consolation. 18. He had felt that they should tiad) up by their mother. 19. But he
dared not (to ask) what was in her mind. 20. Hetfelt her friends ought (to choose)
for her. 21. ‘We’'re just going in,” he said to Bosey. ‘You'd better (to come) back
to dinner with us.” 22. The street and the houseewmiet, but from St Charles
Avenue and beyond could (to hear) distant soundeefiwakening city. 23. | have
never heard anyone but them (to do) so.

Ex. 3. Use the required form of the infinitive iratkets. Insert the particle to
where necessary.

1. | decided (to make) a fuss, and went (to look)Robinson. 2. We walked to the
door and | saw her (to go) in and down the hdikeld (to watch) her (to move). 3. Let’s
(to go) and (to find) him, he’s sure (to be) infr@f his picture. 4. It's very interesting
(to hear) you (to say) that. 5. Some importantsiecs must (to make) soon. 6. You
must (to do) something heroic at that time. 7irkine must (to suffer) from injury now.
8. You must (to dream) of it long. 9. She likedspanately (to like), (to think) worthy
of confidence. 10. Let me (to hold) the baby, StarDh, | know how (to hold) babies.
11. She noticed that he seemed (to look) at thebead and with her engaging smile
leaned forward. 12. Do you want (to make) sometlftoghappen)? 13. But there is
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something else (to do). 14. | have not done muckdo. You might (to ask) much more
at that time. 15. ‘If you've got nothing to say$aid, ‘why (to try) (to say) it? Why not
(to have) a little rest?’ 16. There was one anneomnant (to make).

Ex. 4. Complete the sentences choosing a suitalfieitive phrase from the
following list:
when to come, how to phrase, how to keep, how tomdie, what to do, which to
choose, where to put, whether to stay here or go tlg where to go, what to say

1. He asked his mother ... back. 2. We know ... snow iag; we live with it.
3. There were a lot of books on the shelves. Wenditdknow ... . 4. We were not
sure ... . 5. Show me please ... . 6. | did not knowhe.baby warm. 7. She did not
... . Her head swam and she was afraid she was ¢wiiant. 8. | was helping her to
put away the clean linen. She was telling me .9.itde did not know ... his faith in
her. 10. I'm so bewildered, | don’t know ... .

Ex. 5. Paraphrase the following sentences usingciaplex subject with the
infinitive.

a) 1. He marched into the hall. She heard himth& receiver and give the
number. 2. He did not expect her to write oftem, He knew that the letter-writing
came difficult to her. 3. He saw those three retogether from the other room and
pass back along the far side of the screen. 4. [@n’t hear you come in.” — ‘I
came to see if | could be of any help to you,” sRa@ce. 5. A voice on the stairs
behind made us all start. 6. He made the boy té&kasboot and stocking.

b) 1. It seemed that her dinner party went on tog lto her, as it did to you. 2. It
seemed that she sensed the purpose of his quékstibseemed that he did not notice
that | was in outdoor clothes. 4. ‘It seems that ¥mow a lot of Robinson,” Tom
Wells observed. 5. It was so wonderful to see @di@e. It seems he needs a friend.

c) 1. It appeared that George was talking to MrsSnpersuasively. 2. ‘I don’t
think you should blame yourself.’ It appeared tih@ man had not heard. He went on
as if in a daze. 3. When she passed by it app¢aatdhey looked at her attentively.
4. It appeared that they were coming down wherit Ithe room. 5. It appeared that
he did not see at all why he should explain hiagl®arance.

d) 1.1t was likely that he had hidden my journaldar his mattress. 2. It was
unlikely that she would come across him by accidénlt is quite likely that a motor
containing two boys has been noticed. 4. It iskahi that he will come and see us
soon. 5. I think, it is likely Peter will make thalistake.

e) 1. It is believed that John has arrived in Land®. It is known that Jack is
good at painting. 3. It is reported that the splaigebas landed successfully. 4. It is
believed he is clever. 5. They say that he is te teacher at our school.

f) 1. It happened that his father came. It wasingirand he had not been able to
play golf, and he and Walter Fane had a long ¢hdt.happened that everybody had
taken the problem seriously. 3. It happened thaaw them at the theatre. 4. It
happened that | mentioned your brother's namet Bappened that | knew Eliza’s
brother well.

Ex. 6. Paraphrase the following using complex disj@ath the infinitive.

1. He heard how one of the other girls in the sadgressed Jane. 2. He felt that
the eyes of his fellow-students rested on him. &sHw that the door of the sitting-
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room opened and her mother entered. 4. What | wsahiat your uncle shouldn’t be
left alone. 5. She smiled when she heard how Hestbthe door loudly. 6. What she
wanted was that he would come and see her. 7. waidhed how Eliza left, then he
walked slowly down the hall to his father's room.I'8e never heard him how he
spoke of his life in Canada.

Gerund

Ex. 1. Use the indefinite gerund of the verb inchkeds in the active or passive
voice.

1. He looked forward to (to meet) his parents. @u¥an't be afraid of (to hurt)
unless you've been hurt. 3. He took his time aljtmuanswer). 4. Robinson could not
live in the caves. They aren’t for (to live). Theyfor (to go) through. 5. But in fear
of (to recognize) she lowered her gaze. 6. So.l'¥ee're good at (to make) yourself
at home. 7. Jack would have gone to his bedroomowit(to see). 8. My sister would
never leave without (to see) me. 9. Jennie sat tbpnto their dinner, and Jeff
presently stopped (to cry). 10. She couldn’t h&tplike) the look in his brown eyes.
11. He had got out of the habit of (to ask) questioy demonstrators. 12. I've always
liked (to take) risks. 13. | seem to remember @) hot to grumble by someone.
14. She had not even got round to (to ask) forhangtyet, because she was too busy
to tell him about her grandmother. 15. At his daar Rose had continued to weep,
largely through fury at (to leave) alone with Nudliams.

Ex. 2. Use the gerund from the following list as:

a) subject

continuing, going, riding, keeping, finding

1. Robinson thought at the time that ... a journalilddoe an occupation for my
mind. 2. My brother always said that ... is the earcise. 3. I'm afraid it's no use
... this discussion. 4. It's no use ... over old groufd... him there surprised me
greatly.

b) direct object

sitting, opening, hearing, being, doing

1.1 remember ... her complain to Joe. 2. The box stastly made and resisted
... . 3.1 intend ... it tomorrow. 4. Would you mind .over here? 5. Now | had
resolved, if possible, to avoid ... alone with anyledse men, these strangers.

C) prepositional object

shaking, stopping, calling, getting, drinking, nmgg dealing, being, saying,
twisting

1. She was afraid of ... Miller in the crowd. 2. Heasvfond of ... :"The
superstition of today is the essence of yesterdaylhank you for ... . 4. On the way
home Sally insisted on ... in front of our collegel &ssure you | am quite capable of
... with the matter. 6. After that, of course, | Hdifficulty in ... off Tom Wells. 7. |
am sick and tired of ... tea without milk. 8. Suré¢hat prevents the day from ...
ordinary. 9. They were certainly clever at ... omearks.

d) attribute

eating, coming, getting, reading, going, greetidgcussing

1. The surgery opened at five-thirty, and | madeoent of ... along there quite
promptly. 2. The only way of ... to the dance wasoan bicycles. 3. They talked and
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laughed and shouted, and there was the clattemiwkes and forks, and strange
sounds of ... . 4. Philip had few friends. His haljit.. isolated him. 5. He could not
bear the thought of ... his situation. 6. There wares of ... from a dozen voices
and they moved toward her. 7. Philip could nevérlies without embarrassment,
and he was scarlet when he finished his explan&tionot ... .

e) adverbial modifier of time

hearing, answering, leaving, passing, looking, eggracing

1. She looked at the paper, after ... out this qoes®. Before ... , the little old
lady grasped his arm. 3. He spent those nights aftat his mother’s house in Green
Street. 4. He found an endless excitement in ..hair faces and ... them speak.
5. Tom considered before ... . 6. She seemed exaried. this. 7. Poirot had looked
up at the staircase in ... , and shook his headlissatisfied manner.

f) adverbial modifier of manner, attending circumsiances or cause

noticing, having, disguising, bringing, answering,
working, coughing, laughing, breaking

1. Cindy glanced up, then away, without ... . 2. Lwzas able to make her own
living by ... at a factory. 3. Eventually Selvyn cdait laugh for ... , and again, he
couldn’t cough for ... . 4. Can’'t we even laugh pndpevithout ... trouble? 5. Was

he trying to escape by ... himself? 6. Major Pennymamt on without ... her
interruption. 7. We might be fined for ... the Prassng, George. 8.You might ruin
all my life by ... your promise.

g) part of a compound verbal predicate

pacing, shaking, saying, looking, reproducing, megtichatting, knitting

1.Teddy Lloyd continued ... Jean Brodie in his painging. He began ... the
words aloud to himself. 3. They went on ... theirrdin 4. The old man stopped ...
her fist and stick. 5. Sandy kept ... ahead, Mamdttio keep up with her. 6. Anson
Harris had ceased ... out and was flying on instrumatone. 7. Two weeks old this
child was, and the lady had just finished ... herapcover in stripes of white and
blue. 8. The twins started ... about their schoel lif

Ex. 3. Change the construction of the sentences)tise gerund.

1. She bowed her head but she did not speak.ilZe Iwhen | do everything
myself. 3. Philip was tired because he talked toeim4. She insisted that she should
be called Joyce Emily. 5. Within less than a minafeer she apologized to her guest,
she was in the express lift to the main floor. i@V he returned she went
immediately into the dining-room. 7.1 don’'t remeanlthat | met him in London.
8. Little Jane liked when she was clean. 9. Aftereixamined the patient he said it
was simply a case of nerve strain. 10. I'm so tlhedause | sit at home. 11. | am still
a little afraid to be late. 12. | like to get hadd nice things. 13. The younger man
hesitated before he answered. 14. When he enteeedobm, he addressed Alec
Warner without preliminaries. 15. | suggested thsttiould visit the Smiths. 16. She
glanced round the comfortable consulting room lee&ire answered. 17. He went on
and did not pay any attention to her interruptib®. He barely skimmed through his
next letter before he handed it over to Raymond.Sh@ stepped back and did not
say a word. 20. After he left his friends at thevarsity he bought copies of the early
editions of the post. 21. Tom realized tat he haeinsJane before but he did not
recognize her. 22. When he realized this his firetight was to leave the vicinity of
the house as quickly as possible.
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Ex. 4. Complete the sentences using the gerurahaplexes from the following list:

your thinking, her talking, my bringing, our waignhis being taken, my not
sitting, our keeping, your being left alone, yoeahng

1. ‘You do not mind ... Graham,’ said Daniel. ‘| fimdbest to keep him under my
eye.” 2. It is true she had prevented ... to a membahe for treatment. 3. | like the
idea ... of other projects. 4. Some people, it se@wos:t like ... to the rules. 5. But
that doesn’t excuse ... to Mrs Leidner as though Masiner were her great aunt. |
could see that Robinson was making an effort tmfeome communal for the period
of ... on the island. 7. ‘You don't mind ... at oneyafur tables this afternoon?’ he
asked once, when he was walking to the station meth 8. There must be something
wrong with ... , Godfrey. 9. | should have thougldtth. alone has given you a lot of
opportunities.

Ex. 5. Use the required form of the gerund and ringgepositions where
necessary.

1. Good-bye, and thank you ever so much ... (to com#d) me. 2 She was
afraid... (to go) on public transport. 3. She begahdve frightful pains all over her,
and she held her breath to prevent herself ... {fp @ut and (to wake) her mother.
4. This was Daphne’s only chance ... (to tell) thdrher college life. 5. She had the
local habit ... (to place) the word ‘eh’ at the endhe@r remarks, questions and
answers alike. 6.1 was aware ... (to plunge) intoework of fresh difficulties.
7. His mother would not like the idea ... (to eatltfunwashed. 8. ‘It seems to me an
awfully selfish way ... (to look) at things,’” said iRp. 9. ‘I don’t see the use ... (to
read) the same thing over and over again,’ saitipP@&D. Sandy could not remember
... (to ask) about it. 11. | had not asked for adviogas quite capable ... (to advise)
myself. 12. That's no reason ... (to give) up. 13vduld be better to wait for him on
the terrace where she was fond ... (to sit) towareneng (to enjoy) the view of
which she was never tired. 14. Dad would not drean{to say) such a thing to
anyone. 15. Mrs Brodie was greatly taken abacksaffi@red greatly from a sense ...
(to betray). 16. He was looking forward ... (to tak®d tickets. 17. Are you thinking,
Sandy, ... (to do) a day’s washing? 18. And thenrautei or two afterwards someone
else entered the room and expressed his surpri® find) Griffiths there. 19. She
was on the point ... (to obtain) permission to goviatks alone. 20. Jane, your nose
wants ... (to blow). 21. ‘That child needs ... (to takare of,” said Eliza. 22. He felt
that life was worth ... (to take) care of. 23. Thghtiseemed very long. He shivered.
He was ashamed ... (to sleep) on the Embankment.H&4. were busy ... (to find)
some food. 25. Did he suspect her ... (to see) hitereéhe room? 26. Thank you ...
(to give) me this book. 27. His heart sank at tlrmught ... (to go) out into the bleak
darkness. 28. These girls did not say anythindhéodthers ... (to paint) by the art
master. 29. ‘I'm not very good ... (to guess),’ Idsawith a laugh. 30. Ann was such a
friendly, pretty child, few people could resist .to talk) to her. 31. The baby was
round and very red, with dark curly hair. ‘Fancy he (to have) hair. | thought they
were born bald,’ said Raymond. 32. | don'’t like to {ear) a black tie to movies. |
enjoy ... (to see) my movies when | eat popcornB2g.| can’t tell you how grateful |
amto you ... (to listen) to me. | had to talk abibaind it was so kind of you to listen.
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Participlel

Ex. 1. Use the appropriate form of participle Itbé verb in brackets.

1. Poirot and | behaved in the customary fashiompedple (to show) over the
houses. 2. | felt a bitter envy towards the twabkroys (to walk) along the path.
3. (To greet) her, he turned the key in the onlgrdeith a certain skill. 4. (To have)
tea she went early to Victoria Station. 5. There w&anoise of curtain-rings (to run)
back along the rods, of water (to splash) in th&rsa 6. She had a pale face and dark
hair (to turn) grey. 7. (To pick) up his coat, halked on into the field. 8. The dog
Balthasar, (to walk) round the three small flowed$, had also taken a seat in front
of old Jolyon. 9. He and Soames stood in the drgan@om (to wait). 10. Not for one
moment did he show surprise at the wedding giftpitesent) to him personally.
11. (To dry) his hands, Tom came across from thehatand. 12. The major was at
the telephone (to sit) on a box. 13. She had a bartds shoulders and was including
herself in the pictures (to take). 14. He cros$edroom to the long buffet (to stand)
beside the girl he picked up a sandwich. Thentuiio) and (to speak) nervously and
with an effort he said, ‘| say, do you mind if legk to you?’ 15. (To think) this, with
some comfort, she fell asleep. 16. (To see) Fladrhas grandson off to the sea that
morning, he felt flat. 17. Miss Lindey, (to see)depsmiled. 18. Miss Swiss poured
out another cup of tea for herself, and (to tastedlunged into further confidences.
19. (To walk) longside, Dan inclined his head tadgathe building they had left.
20. (To jump) down from the stairs, he went overthie driver. 21. (To lift) the
telephone, Peter asked for the director.

Ex. 2. Use the infinitive or participle | of therlsan brackets.

1. He watched McNeil (to cross) the room and (tb @d of the door. 2. She saw
his teeth (to gleam) in what must be a smile. 8m8 stairs here,” said Calvin.
Hunter saw him (to vanish) down a twist of two ita#é. He lifted his head quickly
and saw Annette (to stand) just outside the drawmogn windows. 5. This phrase
made Jane (to sigh) deeply as she poured out tfeecé. The noise in the entrance
hall continued, and more vehicles could be hearaitive) at the door. 7. ‘Hold the
print with these tons,” said Calvin, ‘and moverntthe solution as | told you. Soon
you'll see the picture (to appear). It's like magicnever get tired of seeing the
picture (to come). 8. As Rosa watched Jan (to gisap round the corner fifty yards
away down the workroom, she smiled violently to beeface. 9. Calvin departed
laughing, and could be heard (to laugh) and (teaseall the way down the stairs.
10. Looking toward the door, he saw Lucy (to come)l1l. He walked through the
drawing-room into the garden. In the last lightsagv the flowers (to close) up.

Ex. 3. Point out the complex object with the pgrtee Translate the sentences
into Russian.

1.1 heard him moving about, and presently he waskbwith some hot soup.
2. When Mary opened her eyes she saw Nina stamgiriger side. 3. Simon shortly
found her having coffee in the sitting-room. 4. S&k her cheeks blushing a little.
5. I noticed Tom Wells standing in the shadow @&f thountain. 6. She liked to watch
him doing things, digging, planting, trimming.
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Participlell

Ex. 1. Pay attention to the use participle Il iretfiollowing sentences and
translate them into Russian.

1. The answer to this was unexpected. 2. You didok so interested. 3. There was
a stillness in the small intimate dining-room, leokonly by the subdued ticking of a
Dutch clock upon the wall. 4. He replaced usedtas)s on the table with fresh, and
refilled Dodo’s coffee cup, then the others. 5.diéered, puzzled but interested. 6. She
always became impatient when asked to define a wionchose definition she was not
sure. 7. Puzzled by the dim light, Sanders turnisdattention to the inshore areas.
8. Tell you what,” said Gideon, as if struck wahnew idea. 9. You could have passed
me by unnoticed. 10. Presently he came to a stthnagh his hands deep plunged into
his pockets. 11. She had no photographs of héaselh since her marriage.

Ex. 2. Point out the complex object with particigleTranslate the sentences into
Russian.

1. | am not accustomed to having my word doubtetlwant my head examined
for making this dangerous journey. 3. ‘l want td ges grass cut,” he said. 4. ‘Do
people have their own photographs taken? said Balour sister would like the
bottle opened. 6. | want Jane and her husband motw@ane of the new houses on
the hill. 7. Eliza, as she did on most days, hdfeecand a sandwich sent in. 8. At
last she heard her name called. 9. He also keptamslyed black. 10. Shall we have
Nevill brought down to say good night? 11. She pdethe calf driven from the
yard. 12. If you insult me | shall have you turreed of here.

Ex. 3. Point out the absolute participial phrasedananslate the sentences into
Russian.

1. He reached out across the table, his hand caydarsha’s. 2. Iris stared out
over the landscape, her chin cupped in her hangh&.stopped, a red spot on each
cheekbone. 4. Old Jolyon stood at the bottom ob#ws his hands folded in front of
him. 5. And, cigar in mouth, old Jolyon said: ‘Plaae some Chopin.” 6. Chance was
silent, his eyes intent on Silvertip. 7. They set with a lantern, Boddick telling his
tale. 8. Treleaven stood by the radio panel, imigdts fixed on the clock. 9. He stood,
his hands behind him. 10. One night, Winifred hgvgone to the theatre, he sat
down with a cigar, to think. 11. He looked at hetently, his curiosity reviving.
12. They were on the porch and Rhett was bowingt aqd left, his hat in his hand,
his voice cool and soft. 13. Less than half an lema, after Dodo’s leave-taking, he
had paced the suite living-room, his thoughts ceafuand troubled. 14. Archie sat
on a stool by the hearth, his back against thelace.
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