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Part] The Term of International Logistics

The international logistics is defined as the negotiating, planning, and
implementation of supporting logistics arrangements between nations; their forces,
and agencies. It includes furnishing logistic support (major end items, materiel,
and/or services) to, or receiving logistic support from, one or more friendly foreign
governments, international organizations, or military forces, with or without
reimbursement. It also includes planning and actions related to the intermeshing
of a significant element, activity, or component of the military logistics systems or
procedures of the United States with those of one or more foreign governments,
international organizations, or militéfy forces on a temporary or permanent basis. It
includes planning and actions related to the utilization of nation’s logistics policies,
systems, and/or procedures to meet requirements of one or more foreign governments,
international organizations, or forces.

When shipping a f)roduct overseas, the exporter must be aware of packing,
labeling, documentation, and insurance requirements. Most exporters rely on an
international freight forwarder {o perform these services because of the multitude of
considerations involved in physically exporting goods.

Logistics as a client in the production process as part of the supply chain; it
provides an effective implementation and control of the economy, the flow of goods
and storage services, and the provision of goods of consumption from the original to
go to the relevant information in order to meet customer requirements. Logistics is a
minimum cost, according to user requirements, will be of material from the supply
to the need for transfer of land process included as transportation, handling, storage,
packaging, distribution, logistics, processing and information processing and other
activities.

To sum up, international logistics is carried out to meet the demand for raw
materials, intermediate stocks, the final product and related information, from start to
finish effectively in the international movement, as well as to achieve this movement



[NTERNATIONAL LOGITICS ENGUSH = pReaprsic 2&

carried out by planning, management and control process.

Logistics has the “7R” characteristics, namely: at the right time, right place
and appropriate conditions, would be the right product to appropriate methods and
appropriate to the cost of providing the appropriate consumers.

International Logistics refers to the time when the production and consumption
in two or more countries (or regions) independently of the case, in order to overcome
the space between production and consumption, distance and time, distance, pairs of
materials (goods) carried out by the physical nature of movement of an international
economic and trade activities. International Logistics is the organization legitimate
goods in the international movement that took place in different logistics activities
between countries. ; ‘

Compared with the domestic logistics international logistics, long distance
transportation expenses, higher inventories, longer ﬁxed—cizcle operation cycle, the
high cost of international logistics; a variety of modes of transport, the need to cross
international borders and other reasons, so that logistics companies increasingly
in the large-scale. As a multinational business and foreign trade services, it has an
international, complexity and risk characteristics.

While an effective logistics system is important for domestic supply chain
integration, it is absolutely essential for successful global manufacturing and marketing.
Domestic logistics focuses on performing value added services to support supply chain
integration in somewhat controllable environment. Global logistics must accommodate
operations in a variety of different national, political, and economic settings while also
dealing with increased uncertainties associated with the distance, demand, diversity,
and documentation of international commerce.

Partll Managing the Global Supply Chain

The Performance Cycle Structure

The performance cycle structure is the major difference between domestic and
global operations. Instead of 3 to 5 day transit time and 4 to 10 day total performance
cycles, global operational cycles are measured in weeks or months. For example,
it is common for automotive parts from Pacific Rim suppliers to take 60 days from
replenishment order release until physical order receipt at U.S. manufacturing facility.

The reasons for a longer performance cycle are communication delays, financing
requirements, special packaging requirements, ocean freight scheduling, slow transit
time, and customs clearance. Communication may be delayed by time zone and

language differences. Financing cause delays since international transactions often
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require Letters of credit. Special packaging may be required to protect products
from in transit damage since containers typically are exposed to high humidity,
and weather conditions. Once a product is containerized, it must be scheduled for
movement between ports having appropriate handling capabilities. This scheduling
process can require up to 30 days if the origin and destination ports are not located on
high-volume traffic lanes or the ships moving to the desired ports lack the necessary
equipment. Transit time, once the ship is en route, ranges from 10 to 21 days. Port
delays are command as ships wait for others to clear harbor facilities. Customs
clearance may further extend time. Although it is increasingly command to utilize
electronic massaging to pre-clear product shipments through customs prior to arrival at
international ports, the elapsed performance cycle time is still lengthy.

The combination and complexity of above factors causes international logistics
performance cycles to be longer, less consistent, and less flexible than is typical
in domestic operations. The reduced consistency, in particular, increases planning
difficulty. The longer performance cycle also results in higher asset commitment
because significant inventory is in transit at any point in time.

Transportation x

The U.S. initiative to deregulate transportation during the 1980°s has extended
globally. Three significant global changes have occurred:

(1) international ownership and operatién,

(2) privatization, and .

(3) cabotage and bilateral agreements. .

Historically, there have bépn regulatory restrictions concerning international
transportation ownership and operation rights. Transport carriers were limited to
operating within a single transportation mode with few, if any, jointing pricing
and operating agreéments. Traditionally, steamship lines could not own or manage
integrated land-based operations such as motor or rail carriers. Without joint
ownership, operations and pricing agreements, international shipping was complicated.
International shipments typically required multiple carriers to perform freight
movements. Specifically, government rather than market forces determined the extent
of services foreign-owned carriers could perform. Although some ownership and
operating restrictions remain, marketing and alliance arrangements among countries
have substantially improved transportation flexibility. The removal of multi-model
ownership restrictions in the U.S. and in most other industrialized nations served to
facilitate integrated movement.

A second transportation impact on global operations has been increased carrier
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privatization. Historically, many international carriers were owned and operated by
government in an effort to promote trade and provide national security. Government-
owned carriers often subsidize operations for their home country business while placing
surcharges on foreign enterprises. Artificially high pricing and poor service often made
it costly and unreliable to ship via such government carriers. Inefficiencies also resulted
from strong unionization and work rules. The combination of high cost and operating
inefficiencies caused many government carriers to operate at a loss. A great many such
carriers have been privatized. l

Changes in cabotage and bilateral service agreements are the third transportation
factor influencing international trade. Cabotage laws require passengers or goods
moving between two domestic transportation ports\\to utilize only domestic carriers.
Cabotage laws were designed to protect domestic transportation industries even
though they also served to reduce overall transportation equipment utilization and to
increase related efficiency. The European‘Community has relaxed cabotage restrictions
to increase trade efficiency. Such reduced cabotage restrictions will serve U.S.

corporations 10 to 15 percent in intra-European shipping costs.

Operational Considerations

First, international operations typically require multiple languages for both product
and documentation. A technical product such as a computer or a calculator must have
local features such as keyboard characters and language on both the product itself
and related manuals. From a logistics perspective, language differences dramatically
increase complexity since a product is limited to a specific country once it is language-
customized. For example, even through Western Europe is much smaller than the
U.S. in a geographic sense. It requires relatively more inventory to support marketing
efforts since separate inventories may be required to accommodate various languages.
Although product proliferation due to language requirement has been reduced through
multi-purpose packaging and postponement strategies, such Practice is not always
acceptable. In addition to product language implications, international operations
may require multilingual documentation for each country through which the shipment
passes. Although English is the general language of commerce, some countries require
that transportation and customs documentation be provided in the local language. This
increases the time and effort for international operations since complex documents must
be translated prior to shipment. These communication and documentation difficulties
can be somewhat overcome through standardized electronic transactions.

The second operational difference in global commerce is unique national
accommodation such as performance features. power supnly characteristics. and safety
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requirements. While they may not be substantial, the small differences between country
requirements may significantly increase required SKUs (Stock Keeping Unit) and
subsequent inventory level.

The third operating difference is the sheer amount of documentation required
for international operations. While domestic operations can generally be completed
using only an invoice and bill of lading, international operations require substantial
documentation regarding order contents, transportation, financing, and government
control.

The fourth operating difference is the high incidence of counter trade and duty
drawback found in some international situations. While most established firms prefer
cash transactions, counter trade is important. Counter trade, in essence, is when a seller
agrees to take or purchase products from the buyer as part of a sales agreement. While
such agreements have financial consequences, they also have major implications for

logistics and marketing in terms of disposal of goods received as payment.

System Integration

Few firms currently enjoy global systems integration. Since firms typically
globalize by acquisition and mergeér, the integration of systems typically lags.
Operational integration requires the ability to route orders and mange inventory
requirements electronically throughout the world. Development of supportive
 technology integration represents substantial capital investment. The overall process
was significantly facilitated by the global initiative to achieve compliance. However,
there remain few enterprises that have integrated global systems.

Alliances

A final difference in international operations is the extended role of third-party
alliances. While alliances with carriers and specialized service suppliers are important
in domestic operations, they are essential in international commerce. Without alliances,
it would be necessary for an enterprise operating internationally to maintain contacts
with retailers, wholesalers, manufacturers, suppliers, and service providers throughout
the world. International alliances offer market access and expertise and reduce the
inherent risk in global operations. The number of alternatives and the complexity of the

globalization require increased use of alliances.
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Writing Skilll Placing A Trial Order

April 10,2010
Huang Kun, Manager of Non-ferrous Dept. '
Shaanxi Goodwill Metals & Minerals Imp./Exp. Co. Ltd.

Dear Mr. Wang,
Re: “Snowflake” Brand Zinc Ingots, Zinc Contract 99%

Reference is made to our recent exchange 6f *letters about 1,000 metric tons
“Snowflake” Brand Zinc Ingots, zinc contract 99%. As we find both quality and prices
satisfactory, we are pleased to place a trial order with you for Fhe following;:

Quantity Description Unit price (net) Amount
1,000M/T  “Snowflake” Brand " USS$1, 700 per M/T US$1,700,000.00
Zinc Ingots, Zinc . CIF Pusan, Korea
Content 99%

Payment: By confirmed, irrevocable L/C by drift at ;ight

Packing: In bales

Shipment: Within 4-5 weeks of receiving the L/C

Please make sure that the goods are to be shipped in accordance with the ones in
the sample book. We would like you to send us your acknowledgement of this order at
your earliest convenience. We will arrange to apply for L/C through the Bank of China,
Seoul on receiving your acknowledgement.

If this initial order is satisfactory, we shall place further orders with you in the
future.

Your early attention to this order will be highty appreciated.

Yours faithfully,
Korea Non-Ferrous Trading Co., Ltd.
Kim Woong Zu

New Words and Phrases

multitude ['maltitju:dl n. 1. X &, # % 2. x4k, K&, #LX
broaden ['breidn] v. % %, T%, (&) ¥k, %
conceptualize [kon'septjuslaiz] v. 4 # #t. 4

initiative [i'nifistiv] n. %)

negotiation [ni,gaufi'eifon] n. % #|
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furnishing ['fomifip] n. [F A L] £&, &4, Kiks, R

reimbursement ». AF3i%, iREiE

intermesh ['into(x)'me[] v. & Z Aa 44, & ZAav4

rim [rim] », 32, %%, ¥Eve. B4, K- 2H, Lo AR vi. TR

replenishment n. 4h%-, 4F £

humidity [hjuimiditi] n. ;2 %, #18, BA<£>BEF T HILE S

traffic lane i % % i@

en route [on'ruit] adv. i ¥

preclear [prir' klia()] ve. Fisk 2o A K H T, FhILA

elapse [i'leps] vi. (8+i]) &, Wi v Rl

steamship ['stizm[ip] n. 545, 4%

subsidize ['sabsidaiz] v. %85, &b

surcharge [so:'tfa:d3] n. A&, EwHE, FIHF v BRELE, EWHR

at a loss adv. B X, 5 Kx,

cabotage ['kaebotid3] n. (L#EAIFDEMITAY) BHH AL, BHMA
2, BAMEEH

accommodate [o'komadeit] ve. #E R, #%4, #iER, BF, PR, G- R
B, Zth, Afevi &8 :

proliferation [prou lifa'reifon] », 358, % ¥ %5

postponement [poust'pounmont] . 2 7, 4

substantial [sob'steenfal] adj. R EI4), £AE, AL, AEH

subsequent ['sabsikwant] adj. & k&5, # % &

sheer [[io] adj. 4/ #, "hip 8y, Babe), MR H, EY, SoHH vi @
T, Wik, AL v BT, BB adv. 28, SR, E n B

incidence ['insidons] n. BT 455 X, #raLH, [4E] A4

counter trade & 13 &

merger ['ma:d3a] n. &5, J2 4

inherent [inohierent] adj. BI% 45, WA, 54EMALH

take advantage of v. #| fl

spanning ['spnin] adj. [#] (LAEKHTE) £AH

trial ['traiol] n. X%, F%, FiL, FH

non-ferrous adj. A &%, 4 AW (£4)

goodwill [gud'will n. £&, &y

metal ['metl] n. £ 5

mineral ['minaral] n. 57 4%, 5%

snowflake ['snaufleik] n. & 7%
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zinc [zink] n. 4 vt. B8 F

ingot ['ingot]l . [/4] 424k, T L4k

metric ton n. 2AvE,

satisfactory [,se&tis'feektori] adj. # &6, B R
irrevocable [i'revokabl] adj. 7~ #E B il &)

in accordance with adv. & ----- —5, KRB
acknowledgement [ok'nolidzment] n. &k, #ik,

Part Il The New Opportunities of Globalization

Globalization is an evolving froptier that is increasingly demanding supply
chain integration. As the development of international business, the demand for
logistical competency increases due to longer supply chairf, less certainty, and more
documentation. While the forces of change push toward borderless operations, supply
chain management still confronts market, financial, and channel barriers. The barriers
are exemplified by distance, demand, diversity, and documentation. The challenge
is to position an enterprise to take advantage of the beileﬁts of global marketing and
manufacturing by de‘veloping‘ world-spanning logistical competency.

Around the world, logistics services form an important basis for success in
business. In a global comparison, the significance of logistics depends largely on the
overall economic power of a country. For instance, logistics has been far advanced
in the United States, Japan and Europe for a long time. But regions like the BRIC
countries are rapidly catching up. Business cannot be done without the services of
logistics providers. Logistics’ significance and capabilities depend largely on the
economic power and developmental stage of a country. One critical factor, for instance,
is the availability of an intact infrastructure. The range of logistics service providers
extends from pure transport functions to modermn, complex logistics systems-depending
on the conditions of a particular country.

In old, highly developed and mature markets, logistics plays a very special role. In
such markets, it is held in high esteem in macroeconomic terms. These markets include
the United States, Japan and Europe. In recent years, other countries have become
important players in the world economy as a result of their high growth rates. These
countries include Brazil, China, Russia, India also known as the BRIC countries, has
achieved growth of around 10 percent in the past. Similar growth has been forecast for
the future. The importance of logistics will also increase in countries that are relatively
unimportant today as the result of further growth in developing countries.

In addition to economic power and expected growth, the location of a country



