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Chapter 1 Logistics Management .

Case Study Wal-Mart Wins with Logistics

Kmart and Wal-Mart were two retail merchandise chains that, a few years ago, looked alike,
sold the same products, sought the same customers, and even had similar name. When the race
began, people were quite familiar with the “big red K”, whose stores dotted metropolitan areas, but
few had heard of Wal-Mart, whose stores were in rural settings. Considering the similarity of the
stores and their mission, analysts attribute the fates of the two chains primarily to differing
management philosophies.

In 1987, Kmart was far ahead, with twice as many stores and sales of $26 billion, compared to
$16 billion for Wal-Mart. With its urban presence and a focus on advertising, Kmart had more
visibility. In contrast, Wal-Mart began in stand-alone stores outside small towns, luring customers
away from the stores in aging downtowns.

Kmart executives focused on marketing and merchandising, even using Hollywood star Jaclyn
Smith to promote her clothing line. By contrast, Sam Walton, Wal-Mart’s founder, was obsessed
with operations. He invested millions of dollars in a company-wide computer system linking cash
registers to headquarters, enabling him to quickly restock goods. He also invested heavily in trucks
and modern distribution centers. Besides enhancing his control of the supply chain, these moves
sharply reduced costs. While Kmart tried to improve its image and cultivate store loyalty, Wal-Mart
kept lowering costs, betting that price would prove more important than any other factor in
attracting customers, Wal-Mart’s incredibly sophisticated distribution, inventory, and scanner
systems meant that customers almost never encountered depleted shelves or price-check delays.

Meanwhile, Kmart’s mounted, as distribution horror stories abounded. Employees lacked the
training and skill to plan and control inventory properly, and Kmart’s cash registers often did not
have up-to date information and would scan items and enter incorrect prices. This led to a lawsuit in
California, and Kmart settled for $985,000 for overcharging its customers.

Over the year, it has been Wal-Mart’s focus on logistical matters that enables it to keep its
prices low and its customer happy and returning often. Today, Wal-Mart is nearly six times the size
of Kmart. '

Kmart continued its focus on ad circulars and promotional pricing into the 21st century,
whereas Wal-Mart continued to focus more on supply chain efficiencies and less on advertising
with the result that selling, administrative, and overhead costs were 17.3 percent for Wal-Mart and
Kmart’s were 22.7 percent. Wal-Mart was able to achieve prices that average 3.8 percent below
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Kmart’s and even 3.2 percent below Target’s. In 2002, Kmart went into bankruptcy and
reorganization.

Discussion:

Logistics management is a fundamental concept that has evolved to enable organizations to
improve their efficiency and effectiveness in the twenty-first century. We start our study of logistics
management by discussing the meaning of logistics management and the important management

activities in the logistics functions. Then we discuss the components of logistic system.
Text A The Definition of Logistics

After completing a commercial transaction, logistics will execute the transfer of goods from

the supplier (seller) to the customer (buyer) in the most cost-effective manner.[1] This is the
definition of logistics management. During the transfer process, hardware such as logistics facilities
and equipment (logistics carriers) is needed, as well as information control and standardization. In
addition, supports from the government and logistics association should be in place.

Logistics is a unique global “pipeline” [2] that operates 24 hours a day,seven days a week and

52 weeks a year, planning and coordinating the transport and delivery of products and service to

customers all over the world. Coming into being with the advent of civilization, logistics is

anything but a newborn baby.[3] However, when it comes to modern logistics, most professionals in
the business consider it one of the most challenging and exciting jobs, invisible as it is.[4]
Modern logistics is related to the effective and efficient flow of materials and information.They

are of vital importance to customers and clients in various sections of the economic society which
may include but by no means is limited to: packaging, warehousing, material handling, inventory,
transport, forecasting, strategic planning, and customer service.

“Logistics is that part of the supply chain process that plans, implements and controls the
efficient, effective flow and storage of goods, service and related information from the point of
origin to the point of consumption to meet customers’ requirements.” Although this definition fails
to incorporate all specific terms used in the study of logistics, it does reflect the need for total
movement management from point of material procurement to location of finished product

distribution.

Words and Expressions

commercial [ka'ma:[al] adi. ®ME), HEH

-, B 2R, F ThH, BB, AEES
e, &, B, e

HRE

R U R, (RIS H)IEMWE
HEaE, (BREDEMS, (BTESRFDEML
&, WE, &6, FHE, KEEWR

transaction [treen'zeek|an]
supplier [sa'plais]
customer [ kastams]
definition [defi'ni[ an]
hardware ['ha:dwea]
equipment [i'kwipmant]

R B R REBE B
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unique [ju:'ni:k]

global ['glaubal]
pipeline ['paiplain]
coordinate [kau'a:dinit]

transport [treens'po:t]

delivery [di'liveri]
come into being
newborn [nju:'ba:n]

professional [pra‘fe[anl]

challenging ['tf eelind3in]
invisible [invisible]
effective [i'fektiv]
efficient [i'fif ant]

vital ['vaitl]

client ['klaiant]

package ['paekid3]

warehouse ['weahaus]

inventory ['invantri]
forecast ['fo:ka:st]

Notes to Text A
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adji. ME—F1, MEFH

adj. KW 2EK, SR

n B, HERe

n [F1%, R%Y), BIRFEEE)

adj. RFEH, FHFIH

vt. VAR, I

n f5iX8%, 2%, SN W, WEOL: EE
vi. fik, &% BB, BOR

n BIE, A Stk Bl BIEABR, KiE
A4A] Rk, F=4E

adj. FHER, WIHER

n Bl

n. BHBE, B AR, Bz, BlZEA
(professionals JH FH LX)

adji. EMkf, Bk

adj. SRS, PLEN

adi. HEARK, LM

adi. AW, BEHER, SABRZIENRE

ad. (BE)AERM, ARER: GTH

adj. FFMKK, EXH, £@H

n B, &P, ZHEA

n A%, &

vt e 3THL, U2k

n. G, Bk, KE)E

vt. NG, [BIZ]ih A& EHEE)

n fE8, BELF

vt. T

[1] After completing a commercial transaction, logistics will execute the transfer of goods from

the supplier (seller) to the customer (buyer) in the most cost-effective manner.

Bh: EHARAR G, WHURKPBAKE, BERIAENEER)EBRES

(RK)o

[2] Logistics is a unique global “pipeline”...

WA WRE TSR SRR “BE” e

riERE P E —MERF L, ATHEBMEYRAMER S s bRk
BRI REE G . BHMPR B LL Mk RN EY” M like Ko WEMIEREAFY R

H—AED” .
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(1) W%i: Steve Morris looks like a wonder boy.
(2) H&Mi: Steve Morris is a wonder.

[3] Coming into being with the advent of civilization, logistics is anything but a new-born
baby.
WA X, MR OarE, RmAEHEE.

[4] When it comes to modern logistics, most professionals in the business consider it one of the
most challenging and exciting jobs, invisible as it is.

Bh RBIAR, LERARLATLVALILNY, IHRREENLEAE,
2 B A PR BRI TR —.

invisible as it is & —MEIEEA), FToR Ao, “as” FIHATINBh R SR A 1A

151 4« *

(1) Child as he is, he makes a living on his own. REAML /%, (HEELHOHAET .

(2) Difficult as it is, we still encourage each other. REFMREHME, FATI35R BAH S

Exercises

Fill in the blanks with proper words and expressions.

1. Logistics is a unique global “ ” that operates 24 hours a day,seven days a week
and 52 weeks a year.

2. Coming into being with the advent of civilization, logistics is anything but a baby.

3. Logistics is that part of process that plans,

implements and controls the efficient, effective flow and storage of goods, service and related
information from the point of origin to the point of consumption to meet customers’ requirements.

True or false.

1. When it comes to modern logistics, most professionals in the business consider it one of the
worst jobs. ( )
2. Modern logistics is related to the effective and efficient flow of materials and information.
« )
3. Modem logistics may include only: packaging, warehousing, material handling, inventory,

transport, forecasting, strategic planning, and customer service. ( )

Translate Chinese into English.

. WA D R ) — R )

. GG, YR CEETE, N SHErsH.

VR R A A AR R — N TR . BE BRI A I T,
. BT R R AN S BRI R R .

KT ET ENHEREMNPRITRE, SPRAERREIEFEERN.

[ S R S R
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Text B The Characters of Modern Logistics

The characters of modern logistics are huge quantity, quick response and globalization. [1] In
order to meet the needs, information technology has become the brain to control. [2]

Three major functions of logistics:

(1) Creating time value: same goods can be valued different at different times. Goods often
stop during the transfer process, which is professionally called the storage of logistics. It creates the
time value for goods.

(2) Creating location value: same goods can be valued differently at different locations. The
value added during the transfer process is the location value of logistics.

(3) Distribution processing value: sometimes logistics create distribution processing value,

which changes the length, thickness and packages of the goods. Like popular saying, “cutting into
smaller parts” is the most commonly seen distribution processing within logistics create added value
for goods.

Logistics is a new commercial area, developing from the traditional stage to a modern one. The
main differences between these two stages include:

(1) Modern logistics adopts containerization techniques. The goods transfer process starts with
packaging, followed by transportation, storage and distribution. The whole process is operated
under logistics standards. [3] Based on the logistics base module of 600mmx400mm, from the
logistics module of 1,200mmx1,000mm, and enlarge to the size of 2,591 mmx2,438mm—the size
of heightxwidth of the container, it can be adjusted to the standard sizes of containers for trains,
trucks and ships. [4]

(2) Information technologies are most important for modern logistics. Bar Code, POS, EDI and

GPS systems dramatically improve the efficiency and accuracy of the logistics activities. [5]
Internet further assists the market development, operation and management of the logistics industry.

Words and Expressions

response [ris'pons] n [BE; N, RN
globalization [.glaubalai'zeif an] n £, SE
information [infa'meifan) n JEEL, WA HE: B
brain [brein] n i, kA

distribution processing [1H4H] FidEnT
containerization [kan.teinarai'zeif an] n. BN

transportation [,treenspo:'teifon] n. 5%, 1BiE

Bar Code [F4H] &5

POS(Point of Sells) n [F] [F8E TREN RS
EDI(Electronic Data Interchange) n [%] BT EESKR: THERS
GPS(Global Position System) n [F1EEREMNRE
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dramatically [dra'meetiksli] adv. 3REITERL; SIAEHH, BEH
accuracy [‘sekjurasi] n KB, RHGERE), #ER(TE)
Notes to text B

[1] The characters of modern logistics are huge quantity, quick response and globalization.

P BUARHITREVSIE o KAUAEAL . PR AN Bk AL

[2] In order to meet the needs, information technology has become the brain to control.

VA A TIENIZRTE R, FEBR ORI B AT K

[3] Modern logistics adopts containerization techniques. The goods transfer process starts with
packaging, followed by transportation, storage and distribution. The whole process is operated
under logistics standards. .

Bh AR TEEEA. BRI TENEIETTR, MiELhEh. #ERE
B . BT RBAEYRARERIRTR TiE1T.

[4] Based on the logistics base module of 600 mmx400mm, from the logistics module of 1,200
mmx1,000mm, and enlarge to the size of 2,591mmx2,438mm-the size of height x width of the
container, it can be adjusted to the standard sizes of containers for trains, trucks and ships.

TR UPREMBER T 600mm>x400mm HEEARE, $l BRI R 1 200mmx
1000mm, FH¥HBKZE 2 591mmx2 438mm, BIEMERKENEHE S EERERS, HALA
BRIGE A HIE . TRIZFATE KR F A br e R

[5] Bar Code, POS, EDI and GPS systems dramatically improve the efficiency and accuracy of
the logistics activities.

WA . BTRENLARLE. R THEETHRAL. 2REMRENEH, RAHIR
= T RE SRR AR IR .

Exercises

Complete the sentences.

1. Logistics is referred to the ( ) flow, but not including the flow of the people.

A. article B. merchants
C. material D. thing
2. The package for protecting goods is ( )-
A. sales package B. consumption package
C. outside package D. transport package
3. Automated warehouse must be managed by ( ).
A. computer B. computed
C. information system D. Internet

4.( ) can create added value.
A. Distribution processing B. Manufacture
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C. Product Process D. Packaging

5.( ) links all suppliers and customers as a chain in a certain product or service.
A. Contract B. Business agreement
C. Supply Chain - D. Network

6. Most large companies locate in ( ) of the city.
A. downtown B. center
C. Central Business District (CBD) D. shopping area

7.( ) provides all the logistics services.
A. SCM B. Third Part logistics
C.EDI D. supply logistics

8. ( ) means we can do business with Internet.
A. EDI B. E-commerce
C. GPS D. Fax and Telex

9. ( ) is the management system to distribute all resources economically, meanwhile to
satisfy the demand from market in the firm.
A. MRP(Material Requirements Planning)
B. ERP(Enterprise Resource Planning)
C. DRP(Distribution Requirement Planning)
D. LRP(Logistics Resource Planning)
10. ( ) is the same word as ordering,
A. Purchasing B. Procurement
C. Buying D. Selling

Read the following passage and choose the correct answer.

Third Part Logistics providers are to lower the total cost of logistics for the supplier and can
improve the service level to the customer. Third Part Logistics have been growing rapidly. Cost
reduction and demands for better and cheaper services are the main drives behind the growth. A
Third Part Logistics provider will be in a position to consolidate business from several companies
and offer frequent pick-ups and deliveries, whereas in-house transportation cannot. Other reasons
are as follows:

(1) the company does not specialize in logistics;

(2) the company does not have sufficient resources;

(3) eager to implement better logistics operation or does not have time to develop the required
capabilities in-house;

(4) the company is venturing into a new business with totally different logistics requirements;

(5) merger or acquisition may make outsourcing logistics operations more attractive than to

integrate logistics operations.
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Questions:

1. Third Part Logistics provides ( ) logistics services.

A. single B. some
C. simple D. all
2. Third Part Logistics is the ( ) between the supplier and customer.
A. link B. bridge
C. middle D. transport
3. The advantage of Third Part Logistics are ( ).
A. better service B. lower cost
C. overall D.A and B
4. Third part logistics is more ( ) than other logistics provides in operations.
A. quick ‘ B. fast
C. specialized D. exact
5. What promotes Third Part Logistics developing its business? ( )
A. Outsourcing B. Transporting
C. Warchousing D. Distribution

Reading Material P.G. Logistics

P.G.Logistics (PGL) provides total solutions as logistics and supply chain. PGL provides
customers with optimized logistics network design, planning, operations, management and
information related to supply chain management. [1]

PGL has established more than 40 subsidiaries or branch offices in main cities across the
nation, forming a service network that supports nationwide distribution. In addition, there are PGL
offices in HongKong, Thailand and Australia to develop international business. In 1997, PGL was
the first logistics company that applied Internet/Intranet technology to logistics information for
customers. [2]

“Creating value for our customers” is the core operating principle of PGL.[3] There are various
professional talents who fully understand Chinese situation and western advanced management.
PGL implement new technology, effective information systems and management practices in our
daily work. As a result, PGL continually improve operation reliability and customer satisfaction
through a set of standards and procedures. PGL is recognized by their customers as one of best
logistics suppliers in China. And some of customers formed a strategic partnership with them in a
long run.

PGL is one of the key corporations that are certified by national domestic commercial bureau.

It is one of the 34 logistics companies that have most potential at growing business according to the
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National Economic and Trade Committee, and one of the logistics leading companies awarded by
Guangdong Province Government. China Logistics and Purchasing Association also names it as
“China Logistics Role Model™. It is the first corporation to have this honor. PGL is the most
valuable third party logistics service provider in China according to Mckinsey and Morgan
Stanley’s analysis.

Recently, PGL is to build up about 10 distribution centers equipped with high efficient and
advanced facilities and equipment, such as RF, dock leveler, racking and WMS systems etc..[2] The
size of these distribution centers will be varied from 150,000 to 700,000 square meters. With
completion of new DC’s, PCL will have an effective and responsive distribution network across
China to support, but not limited to the following:

(1) warehousing and inventory management;

(2) dispatching and transportation management;

(3) distribution in cities;

(4) order management;

(5) cross Docking;

(6) value added service such as labeling, cutting, repackaging etc.;

(7) product shows;

(8) financial Transitions;

(9) information providing and sharing;

(10) customs Clearance and inspections related to import and export;

(11) logistics research and development, training centers.

All in all, PCL will provide integrated total supply chain solutions to their customers both at

home and abroad for them to grow their business.
Discussion:

1. Discuss the functions of the logistics.'

2. Give some examples to illustrate the importance of a firm’s logistical activities.
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