S\ A1\
il
LOGISTICS
ENGLISH

@@ R (% + 5 Wk
. TONGJ ITY PRESS

1 UNIVERS




il R R B
Logistics English

£ & AEA
W F BERK HFFR KR K

@éﬂ R [ + F B
< TONGJI UNIVERSITY PRESS




NERE
A WD TR IR A L BB EOM BE R N AR SR A Bs L B S R
TR RSP 55 E PR 5 5 TR 55 BEER L 55 RS L 5 IS R B
B . NAREN ol 2 R RER Y. ABEMTYR TR SEEL LARVE,
A A A 6 T A O L aT B IR T TR ARANRSE

BB 7ER 4 B (CIP) #i1
PIeiE / RSE R . — Ll R R G,
20009. 1

ISBN 978-7-5608-3949-3

Do SR L 00— 60 PR St
IV. H31

o [ B A T 5 CIP B4 5 (2008) 55 205293

WREE
R T REAME KD SEEN REE HERE € 7

N |
/L\

tﬂﬁﬁﬁﬁ‘ [fﬂ {?Fj(%"?ﬂﬁf(ﬁ' WWW, t(mgjipress. com. cn
il FmDUEEE 1239 5 liR4%:200092  HL3% 021 —65985622)
2 EZMHERE
TR ED A PR
787mm X 1092mm 1/16
11.5
14 100
287 000
20004 1 HAS LRE 2009 4F 1 A4 1 WENRI
ISBN 978-7-5608-3949-3

HFHE DD HD
VIEPS - 38 < I =

filk
=

22.00 70

AEEFNERBEA FAXHRITHER HWUFE ERLR



i

HiJ

5 20 142 00 R KL TR M AL K RAE, HH U T L HARAFA
PR AR, ERAE ARG E N RE. S+ E T HEO L H
B AR A AN ERE R AR LR RN A E A, AT
HETAEHA LGRS, T RIE LN EF R AEE, U RNART 1]
B R RS BRSBTS I A B R R T A A
AT B B Ak T B4 W A A T AT B
A R — KR H (58 H AR A A % e 8 A TR H
LU SRBNERKARFBE N, AR FRE W, B UL R
AN, WP R A4 R AR R R B S A
WA B — KA A ER N EABRER LR T TR, AHEE
SRLT SRR, AR A T O P S B T DL M B
WK RE) (R EEE B,
ABWERADEE AT RANEA, AR G EER R AR NP
EMkE L RROR A, B AU 4 H . meilongle@hotmail, com,
o T WA AT 15 BRI LRI, 8 B www. huaze0?l. com, en % 5

g A3 R T B % (021-65510115, huaze021@vip. 163. com),

AEE
2009 4 1 A



m What Is Logistics

1.1
1.2

Basic Concepts «+++- ced Eop v i e T S SRS o SR 6 S SRR S SR S S 9

Five Major Areas «-:++tsseerseatininmiuiiiiiiiiiiian 3

m Maritime Transportation

2.1
2.2
2.3

The International Transport Sy5tem ................................. 14
The Nature of Transport Demand  ««ceceeeeeerereresesssonmrmmenenn. 16
Introduction of Bulk Cargo and General Cargo «-««eeeeerenceneeees 17

m EC. EB and EDI

3.1
3.2
3.3
3.4

What is Electronic COmMIMErce ««ssssss+ssssssseasessasssssnssssnssnsssss 2
ibiciticint T Doutitian e cive s ssases srusin foipn s Hain s dains o g0 Ry
Difference between E-commerce and E-business ++=esreeeeeeee ceee 27

What s FEDT #uesias suues vsvnes samnis vasary sosnen wnsinss susisss s sy umses vus, 28

m . Truck Transportation

4,1
4.2
4,3

General Service Characteristics o Sikavele s isis ool isgesee REEEED B
Equipment ...................................................... sisle b wiele «eeee 35
Types of Vehicles «+«:-- 00T OO B O DL OO T DO D GO0 0 GGG G GOION0CG00C0 36

m International Trade

5.1
5.2
5.3
5.4
5.5
5.6
Dl

Merchandise Exports and Imports «sseeeseesermmsmemmmnneeinn.. 44
Service Exports and Imports — eseeseseeesemmmennnnn o T SRR 46
LICENSING ++++veeeerrrrunmnsssesmtiiuiuiininin ittt 47

Trading Companies D R P R  4
]oint Ventures  tececeesececssetnnes S OC O OC 00 oo siszenieie sisiaaieie siwace:se slaisceiwie 47
Investment crsseesrereratesssstintetssnisssstsrsrnnnssnsssssassassscscsssnes A8

Visible and Invisible Trade «=::- e e <es 49

O
-,
=
-
m
=
-
p




Air Transportation
6.1 Elements of Air Transport «-seseeeeeeseerereemeiii .. 56
6.2 Characteristics of Air Transport «=:=ss«sesesssemeiieiiimi... 57
6.3  Air Cargo CONtAINErS «=r+ssssrrrrerrosinmneeeitiiii . 59
6.4 Documents of Carriage «rereteseesrrmrastimtiiiiiiiiiiii. 60

Lesson 7

3
)
2
=
-
-
]
=
-
©
q
N
)
-
=
(-]
=

7. 1 Commodities Hauled on the Rail «eceveveecrerenieiiiiiiiiiiaiiiiiiinne, 68
7.2 Feature of Rail Transport ................................................ 68
7' 8 Innovations in Rall Transport .......................................... 70

Lesson 8

h
-
o
=
Q
s
A
=
=4
o
T
S
]
=
©
=
[

8.1 What's Warehousing = sssessssseeerevaesiommsatatntimnsistonssonssdses 78
8.2 Public, Private and Contract Warehousing — +=+=resreeeeerncaneens 80
8.3 ()perations .................................................................. 83

G 1 IntrOdUCtion  cfsenssssnss smmss s asss sossss sasais ioa8s Basnd Exevs s £3554 2 55 90
9.2 What a Freight Forwarder Can Do for You -teceeeeerecanannine. 90
9.3 Freight Forwarders and Customs Agents and Brokers ««++-++--:-- 91
9.4 Arrange Your Own Transport or Use a Freight Transporter «+«-+«--- 92
9.5 Finding and Choosing a Freight Forwarder —+--sceeeereeieiiiiin. 93
9.6 The Costs of Using a Freight Forwarder —:+esoeveveeeeieiann... 94
9. 7 Freight Trade ASSOCIBtIONS -+-vsr>s-sessassssmsresstbennsssbssssasassos 95

e |
2
-y
2.
L)
]
=1
L d
<
-
©
s
]
-3
0
U]

10 I OVEEVICTW, » wess fisen s gaivns § st § Fosbinh § S35 3 Hsiofarm ssision 2 mase na s p s o aisaims 100

10, 2 OULSOUTINE ++etterersrenerattuittuiimmistireisiuisiesiimtismaiiisris 101



10. 3 Supply Chain Essentials and Nonessentials — --eeeoereeeeeseneeees 102
10.4 Going beyond the 3PL Model «+resssererrressminiurnnienieennnes 103
10.5 Advantages & Disadvantages of 3PL +rreerrereerreraesennreeeeeee: 103

11. 1 INtrOdUCHION  +ee+eseesessrnsnsmmmsnmmietetiesiaransaesataranaseeeeeas 110
11.2 Forward E-logistics sreeeeeserersmamesrminnmmm 111
11,3 Reverse E-lOgistics s+erereerserrrssmmrnrnnsetiiiiiii ittt 113

m Operations in Container Terminals

19 1 Tntraductifing - wesesst-smanse anenssnsanssansemsdobnsnk spny cebggin hipucads 120
12.2 Containers, Storage Blocks, and Yard Cranes ««-ereseereeeeens 120
12,3 Quay Cranes -eeeesssessssssemiumeiimmnsimmiteeeiiressinaseas 122
12.4  The Yard Operations ««««+-sssssseesssrrsresnnumasaiiiiisiinininieess 123
12.5 Key Performance Measures of a Container Terminal = -+--+---- 124

m Operations in Shipping Liners

13.1 Two Basic Shipping Services —sessesesssererrrmmerennsiii. 128
13.2 General Procedures of Ocean Transport by Liners —«oeeeeeeee 128
13.3 Shipping and Forwarding Agents «++ssssssesssrsreensssuisesnnsinaess 130
13.4  Freight Rates «-eeeeeesrereemmmmmmmmmiinimiiittsiitea i 130
13.5 Bill of Lading -«-«tessssreeeeesrsseemmimmmmimineeiiiieeneanen, 131

m Inventory Management

14.1 Why Keep Inventory ................................................... 138
14_ 2 Controlling Inventory ................................................ 140
14. 3 Balancing Inventory and COSts trrerrrrerrrncanateieetieeiieeriins 141

O
O
=
-
m
=
—
2




m Supply Chain Performance Assessment

15.1 Supply Chain’s Performance Categories «+«+:seerreercueuninnnn 148
15. 2 Customer Service Metring cosssssesses sosbss sosss s sviess sisnse vassnnnen 149
15.3 Internal Efficiency Metrics -++rssrsssseeeses e 151
15.4 Demand Flexibility Metrics ««-ss+seesseseseeeens sewas s st ATAR AR U
15.5 Product Development Metrics --+-+++-++= vospesbussinessassiivies |53

m What Is SC and SCM

16..] What (s ST sewsns sneniss sainsis vasas s somnene et ST 158
16. 2 Some Related Concepts STTTR T s o ininsis ¥ SHROH £HVEEE 5L B i PB S DA .« 159
16.3 What is SCM  +cveeeee SRR SRR IR |- |

m Supply Chain Development Strategy

17.1 IntroducCtion  «eeeeeeereererrersareencnenenes OCOOnGaO O Or wsene, 168

17.2 Developing a Supply Chain Strategy +:-+eseeesresernenaennin.. 169
17.3 Executing Supply Chain Strategy — cceeceeeesrseinnnn. 171
17.4 Avoiding Potential Pitfalls --+-++seerresnsnnnenns wrm e o i IS i ke 172

17.5 Conclusion s+eesc-seseses — o ey sy siasiebebiinns Lasaed soat 173




What Is Logistics

1.1 Basic Concepts

1.2 Five Major Areas




1.1 Basic Concepts

ogistics deals with the planning and control of material flows and related

information in organizations, both in the public and private sectors. Broadly

speaking, its mission is to get the right materials to the right place at the right
time, while optimizing a given performance measure (e. g minimizing total operating
costs) and satisfying a given set of constraints (e.g. a budget constraint). In the
military context, logistics is concerned with the supply of troops with food, armaments.,
ammunitions and spare parts, as well as the transport of troops themselves. In civil
organizations, logistics issues are encountered in firms producing and distributing
physical goods. The key issue is to decide how and when raw materials, semi-finished
and finished goods should be acquired, moved and stored. Logistics problems also arise
in firms and public organizations producing services. This is the case of garbage

collection, mail delivery, public utilities and a fter-sales service.
1. 1.1 Significance of Logistics

Logistics is one of the most important activities in modern societies. A few figures
can be used to illustrate this assertion. It has been estimated that the total logistics cost
incurred by USA organizations in 2005 was more than 0.8 trillion dollars,
corresponding to approximately 10% of the USA Gross Domestic Product (GDP). This
cost is higher than the combined annual USA government ex penditure in social security,
health services and defense. These figures are similar to those observed for the other
North America Free Trade Agreement (NAFTA) countries and for the European Union
(EU) countries. Furthermore, logistics costs represent a significant part of a company’s
sales, as shown in Table 1.1 for EU firms in 1993.

Table 1., 1 Logistics Costs (as percentage of GDP) in EU Countries

(T, transportation; W, warehousing; I. inventory; A, administration)

Sector T W I A Total
Food/beverage 3.7 2.2 2.8 1.7 10. 4
Electronics 2.0 2.0 3.8 2.5 10. 3
Chemical 3.8 2.3 2.6 1.8 10. 2
Automotive 2.7 2.3 2.7 1.2 8.9

Pharmaceutical 2.2 2.0 2.5 2.1 8.8

Newspapers 4.7 3.0 3.6 2.1 13. 4
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1. 1.2 Logistics Systems

A logistics system is made up of a set of facilities linked by transportation services.
Facilities are sites where materials are processed, e. g. manufactured, stored, sorted,

-sold or consumed. They include manufacturing and assembly centers, warehouses,

distribution centers (DCs), transshipment points, transportation terminals, retail
outlets, mail sorting centers, garbage incinerators, dump sites, etc.
Transportation services move materials between facilities using vehicles and equipment

such as trucks, tractors, trailers, crews, pallets, containers, cars and trains.

1.2 Five Major Areas

The five major areas of logistics are production, inventory, location, transportation,

information, as was shown in Figure 1. 1.

1] 2:
PRODUCTION INVENTORY
What, how, and when to S How much to make and
produce how much to store

7y x
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The basis for making

1
1
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1
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1

4
4. 3.
TRANSPORTATION LOCATION

Where best to do what
product activity

How and when to move

Figure 1.1 Five Major Areas

1.2.1 Production

Production refers to the capacity of a supply chain to make and store products. The
facilities of production are factories and warehouses. The fundamental decision that
managers face when making production decisions is how to resolve the tradeo ff
between responsiveness and efficiency. If factories and warehouses are built with a lot
of excess capacity, they can be very flexible and respond quickly to wide swings in
product demand. Facilities where all or almost all capacity is being used are not capable
of responding easily to fluctuations in demand. On the other hand, capacity costs money
and excess capacity is idle capacity not in use and not generating revenue. So the more

excess capacity that exists, the less efficient the operation becomes. Factories can be



built to accommodate one of two approaches to manufacturing:

(1) Product focus—A factory that takes a product focus performs the range of

(2) Functional focus A functional approach concentrates on performing just a few
operations such as only making a select group of parts or only doing assembly. These
functions can be applied to making many different kinds of products.

A product approach_tends to result in developing expertise about a given set of

roducts at the expense of expertise about any particular function. A functional
approach results in expertise about particular functions instead of expertise in a given

product. Companies need to decide which approach or what mix of these two approaches
will give them the capability and expertise they need to best respond to customer
demands. As with factories, warehouses too can be built to accommodate different
approaches. There are three main approaches to use in warehousing:

(1) Stock keeping unit (SKU) storage—In this traditional approach, all of a given
type of product is stored together, This is an efficient and easy to understand way to
store products.

(2) Job lot storage In_this approach, all the different products related to_the
needs of a certain type of customer or related to the needs of a particular job are stored
together. This allows for an efficient picking and packing operation but usually requires
more storage space than the traditional SKU storage approach.

(3) Crossdocking—An approach that was pioneered by Wal-Mart in its drive to
increase efficiencies in its supply chain. In this approach, product is not actually
warchoused in the facility. Instead the facility is used to house a process where trucks
from suppliers arrive and unload large quantities of different products. These large lots
are then broken down into smaller lots. Smaller lots of different products are
recombined according to the needs of the day and quickly loaded onto outbound trucks

that deliver the products to their final destination.

1.2.2 Inventory

Inventory is spread throughout the whole system and includes everything from raw
material to work in process to finished goods that are held by the manufacturers,

distributors and retailers in a supply chain. Again. managers must decide where they
want to position themselves in the trade-off between responsiveness and efficiency.

Holding large amounts of inventory allows a company to be very responsive to
fluctuations in customer demand. However, the creation and storage of inventory is a

cost and to achieve high levels of efficiency, the cost of inventory should be kept as low
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as possible.

There are three basic decisions to make regarding the creation and holding of
inventory:

(1) Cycle Inventory—This is the amount of inventory needed to satisfy demand for
the product in the period between purchases of the product. Companies tend to produce
and to purchase in large lots in order to gain the advantages that economies o f scale can
bring. However, with large lots also comes increased carrying costs. Carrying costs
come from the cost to store, handle and insure the inventory. Managers face the trade-
off between the reduced cost of ordering and better prices offered by purchasing product
in large lots and the increased carrying cost of the cycle inventory that comes with
purchasing in large lots.

(2) Safety Inventory—Inventory that is held as a buffer against uncertainty, If
demand forecasting could be done with perfect accuracy, then the only inventory that
would be needed would be cycle inventory. But since every forecast has some degree of
uncertainty in it, we cover that uncertainty to a greater or lesser degree by holding
additional inventory in case demand is suddenly greater than anticipated. The trade-off
here is to weigh the costs of carrying extra inventory against the costs o f losing sales
due to insufficient inventory.

(3) Seasonal Inventory—This is inventory that is built up in anticipation of
predictable increases in demand that occur at certain times of the year. For example, it

is predictable that demand for anti-freeze will increase in the winter. If a company that

makes anti-freeze has a fixed production rate that is expensive to change, then it will tr
to manufacture product at a steady rate all year long and build up inventory during
periods of low demand to cover for periods of high demand that will exceed its

roduction rate, The alternative to building up seasonal inventory is to invest in flexible
manufacturing facilities that can quickly change their rate of production of different
products to respond to increases in demand. In this case, the trade-off is between the
cost of carrying seasonal inventory and the cost of having more flexible production

capabilities.
1.2.3 Location

Location refers to the geographical siting of supply chain facilities, It also includes
the decisions related to which activities should be performed in each facility. The

responsiveness versus_efficiency trade-off here is the decision whether to centralize
AR RAARREA ARSI o e S 20 OETR 1S e deaision whetner to centralize

activities in fewer locations to gain economies of scale and efficiency, or to decentralize
activities in many locations close to customers and suppliers in order for operations to be

more responsive,
St r A UL N




When making location decisions, managers need to consider a range of factors that
relate to a given location including the cost of facilities, the cost of labor, skills

available in the workforce, infrastructure conditions, taxes and tariffs, and proximity to

suppliers and customers. Location decisions tend to be very strategic decisions because
they commit large amounts of money to long-term plans. Location decisions have strong
impacts on the cost and performance characteristics of a logistics system. Once the size,
number, and location of facilities is determined, that also defines the number of possible
paths through which products can flow on the way to the final customer. Location
decisions reflect a company’s basic strategy for building and delivering its products to

market.
1. 2.4 Transportation

This refers to the movement of everything from raw material to finished goods
between different facilities in a logistics system. In transportation the trade-off between
responsiveness and efficiency is manifested in the choice of transport mode. Fast modes
of transport such as airplanes are very responsive but also more costly. Slower modes
such as ship and rail are very cost efficient but not as responsive. Since transportation
costs can be as much as a second of the operating cost of total logistical cost , decisions
made here are very important.

There are six basic modes of transport that a company can choose from:

(1) Ship which is very cost efficient but also the slowest mode of transport. It is
limited to use between locations that are situated next to navigable waterways and
facilities such as harbors and canals.

(2) Rail which is also very cost efficient but can be slow. This mode is also
restricted to use between locations that are served by rail lines.

(3) Pipelines can be very efficient but are restricted to commodities that are liquids
or gases such as water, oil, and natural gas.

(4) Trucks are a relatively quick and very flexible mode of transport.

Trucks can go almost anywhere. The cost of this mode is prone to fluctuations
though, as the cost of fuel fluctuates and the condition of roads varies.

(5) Airplanes are a very fast mode of transport and are very responsive.

This is also the most expensive mode and it is somewhat limited by the availability
of appropriate airport facilities.

(6) Electronic Transport is the fastest mode of transport and it is very flexible and
cost efficient. However, it can only be used for movement of certain types of products
such as electric energy, data, and products composed of data such as music, pictures,

and text.
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Given these different modes of transportation and the location of the facilities in a
supply chain, managers need to design routes and networks for moving products. A
route is the path through which products move and networks are composed of the
collection of the paths and facilities connected by those paths. As a general rule, the

higher the value of a product (such as electronic components or pharmaceuticals), the

more its transport network should emphasize responsiveness and the lower the value of

a product (such as bulk commodities like grain or lumber), the more its network should

emphasize efficiency.
1.2.5 Information

Information is the basis upon which to make decisions regarding the above four
areas. It is the connection between all of the activities and operations in a logistical
system. To the extent that this connection is a strong one, (i. e. the data is accurate,
timely, and complete), the companies in a supply chain will each be able to make good
decisions for their own operations. This will also tend to maximize the profitability of
the supply chain as a whole. Information is used for two purposes:

(1) Coordinating daily activities related to the functioning of the other four:
production; inventory; location; and transportation. The companies in a supply chain
use available data on product supply and demand to decide on weekly production
schedules, inventory levels, transportation routes, and stocking locations.

(2) Forecasting and planning to anticipate and meet future demands. Available
information is used to make tactical forecasts to guide the setting of monthly and
quarterly production schedules and timetables. Information is also used for strategic
forecasts to guide decisions about whether to build new facilities, enter a new market,
or exit an existing market,

Within an individual company the trade-off between responsiveness and efficiency
involves weighing the benefits that good information can provide against the cost of
acquiring that information. Abundant, accurate information can enable very efficient
operating decisions and better forecasts but the cost of building and installing systems to
deliver this information can be very high. Within the supply chain as a whole; the
responsiveness versus efficiency trade-off that companies make is one of deciding how

much information to share with the other companies and how much information.
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