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Foreword

As Lognet project started roughly two years ago, we were living in entirely different world —
economies were going through endless economic growth, and transportation sector was
literally prospering. This could be observed through e.g. container handling numbers of the
most important regional sea ports, during year 2008 St. Petersburg handled volume of 2 mill.
TEU, Kotka 0.63, Helsinki 0.42 and Hamina 0.18. However, during year 2009 everything
changed — handling volumes declined in St. Petersburg, Kotka and Hamina by the factor of
50-60 %, and in Helsinki 20 %. This decline is supported by other measures too: Transit car
transport through Finland to Russia declined during the first six months of year 2009 by 80 %,
border crossings by car in same period by 50 %, and railway traffic by 35 %. Interesting fact
is that the number of Finnish metal industry companies during year 2008 interviews indicated
that they do not want to optimize their transportation costs in the east direction — risk of
owning transportation fleet is too high. Low cost of short-term hinders serious risk in case of
demand collabse.

Where we proceed from here? Similarly with Sweden, Russia has been able to increase its
export activity considerably during year 2009. For example, tonnage handling volumes at St.
Petersburg harbour have increased from year 2008 (during the first 9 months), and especially
export groups of steel (+36 %), iron (+70 %) and coal (+39 %) have shown impressive
double-digit growth. During the project execution time we were able to identify that several
warehouses have also started to offer services for further processed manufactured items being
exported from Russia to Europe. So, collaboration will continue in cross-border region, but
possibly as future direction we have export transit besides import transit. However, based on
the project results, we have been surprised from the state of warehouses in St. Petersburg
region — new complexes are similar to Finnish counterparts and IT systems (with bar codes,
WLAN and ERP) as well as modern management techniques such as cross-docking are in the
use already. Thus, warehouses in the region will have enough cargo handling to do in the
future, if new custom regulations in Russia will materialize. Another possible change is the
wider use of railway transportation in transit import of Russia; during the project warehouse
visits we identified that in Finnish side railway traffic is often just an option, but among
Russian logistics operators it is already in some sort of use.

As indicated in the title page, this publication is in the honour of PSTU’s and LUT’s
celebration of their long journey as universities — as LUT has already turned 40, we are
looking forward for PSTU to turn 200 years in Dec.2009. During early November 2009 we
strengthened our university collaboration by executing distance learning course for logistics
service providers in St. Petersburg: Altogether 12 students received certificate, and course
feedback was clearly better than the average. We hold gratitude for all project staff for
accomplishing this course, and also give sincere thanks for M.Sc. Milla Laisi and Dr. Juha
Saranen for editing work concerning this final publication of our joint-project. Thank you!

In Kouvola, Finland & St. Petersburg, Russia during November 20009,

/ LAPPEENRANTA
‘ ‘ UNIVERSITY OF TECHNOLOGY

Olli-Pekka Hilmola Eugene Korovyakovsky
Prof. (act.), Docent, PhD Head of Department, Dr.
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North European Companies and Major Eurasian Countries: How Logistics
Flows Develop Over Medium-Term?

Olli-Pekka Hilmola

Lappeenranta University of Technology, Kouvola research unit, Finland

Komnanuun CeBepHoit EBpornbsl M ocHOBHble EBpO-A3uaTcKue CTpaHbl: Kak
OyIyT pa3BUBATHCA JJOTUCTUYECKUE TOTOKU B CPETHECPOUHON MIEPCTIEKTUBE?

Ommu-Ilexkka Xuiamooia

Abstract

During the previous decades container transportation volumes became first unbalanced between Asia and USA,
but in recent years similar development has occurred with Asia and Europe. In this research work we analyze
transportation volume development in major Finnish and Swedish companies using two times completed
empirical survey (years 2006 and 2009). Findings indicate that companies are identifying medium-term volume
growth of container transports in Russian and Chinese markets, and partially with India. However, most of
concern is the traffic unbalance, particularly developing in unwanted direction with India and China.
Interestingly, Russian market, with some exceptions, is still going to be served from European factories in the
medium-term too. However, in limited amount of companies it seems that Russian factories start to serve also
larger European demand.

Keywords: Container transportation, Eurasia, traffic balance, Finland, Sweden

AHHOTANMA

B TeueHme mociegHEro  NECATWIETHS ~O0BEMBl  KOHTEHHEPHBIX  II€PEBO30K  IIOCTENIEHHO  CTallld
HecOalaHCUPOBAaHHBI MEXAY CTpaHamMu Asuarcko-Tuxookeanckoro permona u CIIA, HO B mocienHue
HECKOJIBKO JIET aHAJIOTHYHbIC TEHJICHIMHM IPOUCXOAIAT W Mexay EBponoit m Asueil. B aroii pabore MbI
aHATM3UPOBA H3MEHEHHE OOBEMOB MEpPEBO30K B OCHOBHBIX IlIBeackmx u DHHISHACKMX KOMIAHUIX,
HCTIONB3YS JBaXIbl TpoBeneHusii onpoc (B 2006 u 2009 romy). Pe3ynmbraThl MOKa3sIBAIOT, YTO KOMITAHHH
0003HaYaI0T POCT 00BEMOB KOHTEHHEPHBIX IMepeB0o30K Ha Poccuiickom m KwuraiickoM pBIHKax, ¥ 9acTHYHO B
Wupun. OnHako, OOJBIINM MPEISITCTBUEM SIBIISIETCS] HECOANaHCHPOBAHHOCTH HAIPABICHUS TPY30II0TOKOB, B TaK
Ha3bIBAEMBIX «HEXeJIaTeNbHbIX» HamnpaBieHusx ¢ Muaueir u Kuraem. MHTepecHo, uro Poccuiickuii pelHOK, €
HEKOTOPBIMH HCKIIIOUCHMSIMH, [0 CHX IIOp OPHEHTHUpPYETCs Ha HMIOpT u3 EBpomel B cpenHecpodHOi
nepcrektie. OJHAKO, OrpaHUYEHHOE KOJIMYECTBO PocCCHIICKMX KOMIIaHMH HAuMHAIOT TakxKe pabdoTarh Ha
9KCIIOPT Ha pacumpsomuiics Esponeiickuil cpoc.

KaioueBnie cioBa:  KonreiinepHsle nepeBo3ky, EBpasus, 6ananc rpyzonorokos, @unnsaaus, [IBenus

1. Introduction

Most often traffic flows between regions, their respective currency valuations, and in the end
economic prosperity is not equally distributed (Ohmae, 1985). This leads to the situation,
where transportation traffic is seldom in balance between major economies, and currency

crises affect to the transportation flows enormously. For example, United Nations (1999a)



estimated that South-Korean port of Busan experienced from empty container handling
significantly during Asian economic (and currency) crisis during year 1997. Similarly, current
financial crisis has resulted in difficulties of freight operators — largest sea continental carrier
of containers, Maersk, reported that volumes had decreased continent sea transportation with
rates of 10-20 %, but at the same time freight rates have fallen 20-30 % (Maersk, 2009). So,
overall effect for business actors is two-fold (vol. and price), and results in severe financial
difficulties. In case of Russian currency crisis, occurred in year 1998, devaluation resulted in
the free fall of imports to below half in only one year time period (Chiodo & Owyang, 2002)
— similar situation occurred recently due to global financial crisis and smaller scale
devaluation of Ruble, and therefore container handling during the first half in the main
container harbour of Russia, St. Petersburg decreased with 64 % (SPB, 2009). Based on
Krugman’s (2005) findings, world faces every 19" month currency crisis, and eventually
traffic flows and logistics systems will pay the price (rapid enlargement of trade unbalance

between regions, increasing amounts of empty transports).

Even if earlier mentioned unbalance in transportation activity between continents and
countries exist, and as world trade continues to grow, this situation will only foster (United
Nations 2005a, 2005b, 2008). However, unbalance is not only volume based, but is also often
transportation mode originated; e.g. some countries are more manufacturing export oriented,
while the others export e.g. raw materials — volumes might be balanced, but transportation
modes and used equipment is entirely different (Kilpeldinen, 2004; Hilmola et al., 2007). This
mode unbalance is not the minor issue; so far economic growth has favoured sea containers
and air transports, but concurrently railways have been unable to respond on international
transportation demand (Shu, 1997; Lee, 2004; Vellega & Spens, 2006). However, railways
have been under agenda of several international traffic development projects (United Nations,
1999a & 1999b; Molnar & Ojala, 2003).

Research problem in this paper concerns the North-European countries, Finland and Sweden,
and their logistical operations with Russia and Asian countries, analyzed through larger
company perspective. We are interested about the countries, which have significance in the
trade and economic growth, and could be reached, if alternatives would be further developed,
with all different transportation modes. So, from Asia we have picked China, Japan, South-
Korea and India. The last country in the list, India, does not necessarily represent the most

feasible alternative to plain rail or road transports from e.g. Europe, but majority of the



transportation operation could be completed through Russia, by near of Kazakhstan (with
either train or road), ending up to Iranian harbour and continuing from there towards Mumbai
harbour in India (Molnar & Ojala, 2003). Empirical material of this research work was
gathered using online survey completed during years 2006 and 2009 — in overall findings
should be giving valid picture, since the first survey was completed during the time of
significant economic growth and prosperity, and latter one right after the global financial

meltdown had occurred.

This research is structured as follows: In Section 2 we will review the world trade
development, traffic flows and unbalanced nature of world transports — analysis incorporates
also current financial meltdown effects. Our literature review concludes that developed
countries (USA, Japan and European Union) still hold the significance in the world economy,
but in transportation, the growing number of transactions indicates that “the fast phase”
developing countries have already taken the lead, this particularly concerns Asia. As large
world-wide corporations are the major cause of traffic flows in a world context, we have
gathered empirical material with two different surveys from largest companies from Finland
and Sweden. We will review the research methodology of these two surveys completed in
Section 3. Empirical part is analyzed in Section 4, concerning first the results of year 2006
survey, which is thereafter followed by year 2009 situation. Findings show in part consistent
findings, how traffic flows and balance is about to develop, and mostly Chinese and Russian
directions still hold same level of significance despite major changes in world economy. In

final Section 6 we will conclude our research, and propose further avenues for the research.

2. Literature Review — World Trade, Traffic Flows and Major Continents

As is known, world GDP has increased steadily during the last five decades. However, this
growth has been enabled by increasing amounts of international trade, and eventually
transports. The relationship between world trade and GDP growth was for a long time near of
1.5, meaning that every time the world GDP grew with one percent, trade increased
correspondingly with 1.5 %. However, as globalization turned real during 1990’s, this
relationship has only fostered, so nowadays the multiplier is 2.5 (United Nations, 2005b).
Emerging markets have shown during the years of economic growth even with higher
multiples (e.g. Kovacs & Spens, 2006). This long-term trend was broken-down by USA led

credit crunch, and as Figure 1 shows, world trade and GDP are both for the first time in



negative territory during last four decades time period. Although, this has been challenging
time for countries being dependent on manufacturing exports as well as own currency, but
also for private sector, e.g. transportation companies (e.g. sea vessel operators, which had
massive amount of orders in for new sea vessels before this global meltdown started), it is
encouraging to see small-scale recovery in this situation, as is shown in Figure 1 for

forthcoming years.
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Figure 1. World trade and GDP development from 1970 to 2014 (percent change from
previous year). Source: IMF (2009), denotation * is forecast.

It is not surprising to find out that all the other three transportation modes, namely road, sea
and air freight has increased their total transportation amount for decades. Also infrastructure
research related to transportation models supports this mode; infrastructure in air freight
transportation is constantly increasing, while e.g. road transportation has started to fall, and
rail infrastructure has been on the constant decline for several decades (Ausubel & Marchetti,
2001). Sea transportation was revolutionized after the 1950°s with container transports, and
volumes have followed similar rates with air freight (e.g. Platou Report, 2006); United
Nations (2005b) estimates that the growth was 8.5 % per year during 80’s and 90’s, while in
the forthcoming years we could expect slightly lower growth rates, 6.6 %. However, it is

important to note that in railroad freights, although there exist a demand for increased



international transportation, the proportional share and absolute amount railroad freights have
been in constant long-term decline, e.g. in Europe (Vassallo, 2005). A number of different
authors argue that this decline has been due to the collapse of communism/socialism, and
overall changed production structures as European economies have developed via agriculture
to industrial and further on to information/service economies (e.g. see more in Hilmola, 2007;
Hilmola 2008; Yu & Lin, 2008). We can not argue against these factors; however, the reason
for this declining development in the business side has mostly been the lack of international
cross-border scheduled routes (e.g. passenger transports, see Milan 1996) as well as the
flexibility to connect railway freights to other transportation modes (Batisse, 2001).

Although, the developing nations, like China as well as India are showing remarkable GDP
growth rates, our world still involves old three, namely European Union, USA and Japan (like
Ohmae, 1985 argued). As is shown in Table 1, total GDP produced in these three latter
regions still take share of 62-65 % from world GDP. So, emerging markets are growing, and
will eventually take much more important role from the world economics, but this is
happening with slow speed, and through export as well as transportation activity. In many
respects emerging markets are already leading, like in container handling; from TOP20
container ports (United Nations, 2008), 13 are located in Asia, and eight in China alone.
Correspondingly only seven ports from the economic triad make the list, four from Europe,
and three from USA (Japanese sea ports have dropped from the list).

Table 1. European Union countries, USA and Japan, as well as emerging BRIC countries

and their respective Gross Domestic Products, comparison to world total as a two
groups during the time period of 2004-2008. Source: Statistics Finland (2009),
note that 2008 world total GDP is an estimate (million USD).

Country / Region

2004

2005

2006

2007

2008

EU Countries

$13,176,795.00

$13,776,335.00

$14,665,210.00

$16,927,176.00

$18,394,117.00

Japan $4,608,136.00f $4,560,671.00( $4,363,632.00( $4,384,380.00( $4,923,761.00
United States $11,685,925.00| $12,421,875.00| $13,178,350.00| $13,807,550.00| $14,264,600.00
Total $29,470,856.00| $30,758,881.00| $32,207,192.00| $35,119,106.00| $37,582,478.00
Share from total 71.22% 68.74% 66.52% 64.73% 61.75%
Brazil $663,552.00 $881,753.00( $1,089,301.00( $1,333,502.00( $1,572,839.00
Russian Federation $591,902.00 $764,256.00 $989,428.00] $1,294,383.00| $1,676,586.00
India $669,407.00 $784,252.00 $874,771.00] $1,102,351.00| $1,209,686.00
China $1,931,646.00| $2,235,750.00f $2,657,842.00| $3,382,445.00| $4,401,614.00
Total $3,856,507 $4,666,011 $5,611,342 $7,112,681 $8,860,725
Share from total 9.32% 10.43% 11.59% 13.11% 14.56%
World Total $41,382,657 $44,747,018 $48,420,629 $54,252,702 $60,863,149
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Transportation traffic imbalance has been under interest in the continental perspective, since
the starting of Japanese exports to US with significant manner in 60’s and 70’s. This in the
end resulted in the legislation that e.g. Japanese car manufacturers were forced to establish
own factories (could be characterized as screw-driving assembly places) to US soil to prevent
increasing import taxes. However, traffic imbalance has continued in US case with both Asia,
but as well with Europe. As Figure 2 illustrates, sea container traffic alone is three times
higher from Asia to US than vice versa. However, in year 2007 from Europe sea container
traffic was above 60 % more than from US to Europe. It should be remembered that the
valuation of US currency during recent years has been in relatively low levels, as compared to
Euro and Japanese Yen, and “traffic unbalance” should be at relatively low level then (since it
favours US manufacturing units). Thus, until year 2005 Chinese Yuan was having fixed rate
with respect of US dollar, and simplistically speaking China and US were the same
“common” trade area. Chinese Yuan has also weakened lately among US dollar, mostly to
protect Chinese massive manufacturing export industry. Notable is the fact that in four years
time European and Asian container transport has turned from European export surplus to clear
dominance of export from Asia (please see United Nations, 2005 & 2008).

Imbalances in world traffic flows result on the increased transportation costs, since empty
transports increase significantly. For example, United Nations (2005 & 2008) has estimated
that during previous years empty container movement has been on the range of 20 to 22 % in
the world scale. Anyway, large world-wide corporations hold the key in transport decisions;
their internal material movements account majority from foreign trade of USA, Japan and
Europe (Barros & Hilmola, 2007).
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Europe

Figure 2. Trade imbalance between three major continents is great, container transports
(Twenty-feet Equivalent Units) in year 2007. Source: United Nations (2008)

Among continents, traffic unbalance exists also between countries; for example, Finnish-
Russian traffic could be considered as one good example. Kilpeldinen (2004) estimated that
road transit traffic from Finland to Russia was 17.5 times larger than vice versa, and later
Hilmola et al. (2007) gave estimate of more than 30. So, basically trucks traveled empty from
Russia to Finland, in order to take the load from some harbour (e.g. Hamina, Kotka, Helsinki
or Hanko), and continue with full load back to Russia. Traffic unbalance problem is created
by the structure of Russian national economy and well-developed Northern Europe;
prestigious raw material base favors sea (roughly half from the value of Russian import to
Finland) and rail (roughly one fifth to one fourth) as transportation modes, and ignore road
transportation (approx. 10 % share). In contrary Finnish export relies on the road
transportation side (very significant part from the volume), and rail as well as sea has much

smaller share (below 10 % each).

3. Research Methodology

For European warehousing of Finnish and Swedish companies we decided to target with a
survey the largest companies of these two countries. We chose TOP500 lists from both of
these countries (in Finland we used local business newspaper Talouseldma and in Sweden

Afféarsdata database), and searched contact information for logistics decision makers in these
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largest companies. Similar questionnaire strategy in logistics has been used before by
Hékkinen et al. (2004) and Lorentz (2008). It should be remembered that in web-based
surveys the population reached is higher, and even with low response rate, as compared to
ordinary postal surveys (Prajogo et al., 2007; Tian et al., 2008), they typically provide
statistically sufficient amount of responses. However, all 1000 companies were not targeted
with this survey, since financial (funds, investors, and banks), service, insurance, and
electricity production and distribution companies were basically out of our interest (simply,
no significant traffic flows). Also during the questionnaire we learned that a number of large
retail companies, due to centralized and outsourced purchasing, do not have any connection to

traffic flow decisions, and were unable to answer our questionnaire.

After these considerations we were left all in all with around 700 companies (750 during year
2006, 680 during year 2009), to whom we sent the questionnaire through email. Survey
response form was available at web-pages in Finnish, Swedish and English. In order to
increase reliability of responses, only individual codes of each company (given in the email)
were accepted as answers in the form. We contacted companies mostly by email, either
directly to the logistics director, to the corporate communications or to the general contact
address. This email contact list required relatively large amount of work, since all of the
addresses were collected via web search engine. As we launched our questionnaire, and sent
first requests for answers, we were amazed that even emails sent to general info addresses
reached logistics managers and directors. Also industrial contacts of the authors’ institutions

aided us to get answers from companies.

We sent two (year 2006) or three (year 2009) reminders for identified respondent population.
During year 2006 we received 72 answers in total, of which five responses were returned as
an empty. In reality, the total number of usable responses during year 2006 survey was 67
(8.9 %). It should be reminded that our questionnaire was rather long, and contained
numerous detailed question areas. So, some of the companies answered only in general
questions, and did not provide any data on specific areas. Therefore, in some of the cases the
number of responses received was around 40, and in extreme maximum of 67. During year
2009 we were not able to reach as good response amounts, and 35 answers were usable for
our analysis (approx. 5 % response rate). Similar situation holds with earlier survey responses
that in some sub-items of the survey we were having approx. 20-30 usable responses.

Although, these response rates could show very low proportional performance, they are rather
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typical for web based surveys. Our sample is a bit biased for Finnish companies, since during
year 2006 approximately 70 % of all answers were coming from Finland, and during year

2009 the share of Finnish responses was at the level of 60 %.

In the beginning of the survey form, we had some background questions regarding to the
respondent itself, and the company. These revealed to us that responses were given with
similar amounts from white-collar workers (29 %) and directors (26 %), while managers
represented highest frequency (44 %). Only one percent from answers was given from
administration position person. Respondents also showed relatively long experience working
in the company, and also in the logistics function (most of the respondents had working
experience of more than four years). Interestingly, quite many respondents were eager to
receive survey research findings in the form of publication. All of these factors together
support that survey responses are from valid persons, and should be reliable.
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Figure 3. Share of transportation costs from revenues based on year 2006 survey (year
2010 estimate, n= 61).
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Figure 4. Share of transportation costs from revenues based on year 2009 survey (year
2010 and 2015 are estimates, n= 33-34).

As a background variable, share of transportation costs (not including warehousing) in
respondent companies, shows interesting results too (Figures 3 and 4 in above). In three
observation points (in Figure 3 two of these points are already realized upon responding
moment, but in Figure 4 only first one is a such), companies do not indicate that large changes
would happen in the transportation cost side. However, smaller interesting trends could be
identified: (1) companies which had previously very low amount of transport costs, are having
increasing development on these, (2) companies which had very high transportation costs are
having a bit decreasing future, but (3) taking two lowest and two highest cost groups together,
the total “big picture” situation will not change that much. Interestingly, in year 2009 survey
companies identified that logistics costs in two highest cost groups would have higher share
than in year 2006 survey. Although, world is experiencing one of the most difficult recession
in decades time, and transportation price from Northern Europe to Central Europe, and further
down to Asia is not that simple matter. If volumes decrease in north (e.g. consumption in
respective countries and Russia, or factory production volumes decrease), it means lower
frequency of sea transportation to European hubs, and correspondingly higher transportation
costs for transported items. As recession typically decreases transportation prices, then we
could assume that these two forces partially cancel each other, but leading into small cost

increase.
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4. Empirical Data Analysis

First Survey Results (year 2006)

Traffic flows within the companies, and selected five different countries and Northern
European companies are shown in Figure 5. Just by following smallest container flow class
(from 0 to 1000 TEU), it could be noticed that India, Russia and China were expected to gain
most of the volume increases until year 2010. From these three, particularly Russia and China
were presenting the strongest growth potential (since larger container flow classes have severe
volume increase until year 2010). India is following more conservative volume growth. Not
surprisingly, Japan and South-Korea are under minor growth in the future, and their relevance

for logistics effectiveness of these companies is about to be smaller.
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Figure 5. Traffic flows (Twenty feet Equivalent Units) between Europe and five selected
countries (China, India, Japan, Russia and South-Korea), year 2006 survey
responses.
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Figure 6. Traffic balance (percentage from Europe minus percentage to Europe from

respective region) between Europe and five selected countries (average), year
2006 survey responses.

As in traffic flows we are able to observe number of different trends, in traffic balance the
situation is more simplified. In all of the other countries, except Russia, the average (, also
median, which is not available in Figure 6) traffic balance is quite near of zero (only Japan
shows that from Europe to Japan there exists more traffic than vice versa). However, as we
analyze the responses from individual companies a bit deeper, we recognize that in these four
countries, companies either transport a lot from Europe to respective country or the other way
around. This is particularly the situation in Swedish companies; in Finland traffic in both
ways exist to a higher degree. Observation means that companies in both Sweden and Finland
have integrated e.g. their factories poorly in a global scale, so factory (or factories) in Europe
serve the entire demand of Asian countries or vice versa. However, in the future this will
change a bit in some of the cases, especially with China and among Finnish leaden

companies.

Most threatening overall development in company volumes is with China, as earlier we
presented that volumes were on significant increase from North European companies, the
balance even here is going to change from eastbound to westbound. So, based on this, traffic
flow balance will only worsen in the future, since it could be assumed that Chinese companies

do not have substituting volumes from Europe to China. With South-Korea situation is a little
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bit similar (still positive one), but if India would gain similar significant volumes with China,

balance would only get worse.

Russian logistics flow balance is an entirely different story from the others; currently Swedish
and Finnish companies are basically transporting items from Europe to Russia, and traffic to
other direction is very scarce. As average figures in Figure 6 also reveal, this situation will not
greatly change in the near future. So, the transportation weight is on the European exports to
Russia. However, interestingly some Finnish companies show different development, they
might have plans to establish factories to Russia, which are serving more than the home
market of that respective country. Thus, in the big picture, Swedish and Finnish companies
both try to keep with their current export strategy, and only minor shifts exist in the direction
that traffic flows (either from own manufacturing units or supplier network) will become
more balanced. However, according to our survey this was still minor trend among companies

during year 2006.

Second Survey Results (year 2009)

Similar findings as compared to the earlier survey were gained from year 2009 findings. As is
shown in Figure 7, Chinese and Russian volumes are on the significant increase still, and
based on survey findings this will only strengthen until year 2015. Second survey findings
indicate that the significance of India in transportation flows is getting less important —
although, some companies in this market are handling very significant volumes (which were

not present in the earlier survey round).

However, all of the findings are not consistent with our earlier survey (year 2006); some
companies are having very significant flows to South-Korea, and this market is even showing
some small signs of increasing in the future (e.g. two largest container volume classes). Even
if Japan remains as marginal product flow country, second largest container group is showing

some minor positive changes.
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Interestingly, traffic volumes from North European companies remain in eastbound direction,
even China or India is not showing at this time negative development (anyway, traffic balance
will be difficult, since balance from North European companies is not great in positive side).
However, similarly with earlier study, respondents of year 2009 survey indicated that traffic
volumes from Europe to India and China are changes into other way around (towards
westbound, see Figure 8). As we analyzed responses further, there was only small number of
companies causing this change, and in significant parts built production network, and product
volumes remained as the same (as compared to years 2005 and 2010). In Russia we found
similar trend, some companies are planning to shift their volumes into Russian factories, and
serving from these European demands. However, this only occurs in the limited number of

cases.

As we analyzed responses further, it was revealed that European dominated production (100
% from Europe to the country of destination) was present for the markets of India, South-
Korea and Russia. However, in Japan as well as in China situation is not that concentrated,
and traffic flows are more distributed in company level into both directions. This is without a
doubt caveat for the traffic volume balance sustainability in the future, since for-profit actors
would most probably use weaker currency valuations, higher market demand in certain region
and/or low costs opportunities; end result of these opportunities is allocation of production

volumes into different places in short amount of time.

6. Conclusions

World’s economic prosperity, world trade and transportation are tied upon together. In time
before financial bubble of USA was witnessed very significant growth phase of transportation
and trade all over the world, but thereafter economic meltdown resulted in very considerable
as well as sudden trade and transportation activity decrease. However, even if state of the
world was totally different during year 2006 (endless demand increase) and 2009 (demand
disappeared and financial problems), our two surveys completed during these two years
indicated that transportation flows are not that greatly affected between North European
companies and Eurasian economies. During both survey rounds it was clearly shown that
Chinese container flows are in the increase, and transportation unbalance is developing into
very unfavorable direction from European perspective. Similar unbalanced development is

occurring with India, but transportation volumes are having mixed future, and basically still
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lack volume. Among these two, also Russian market was having very important role among
North European companies. So, transportation volumes are going to continue their increasing
trend, and in the future direction is mostly from Europe to Russia (with some exceptions
among respondent companies, since new plant investments in Russia to serve also European
demand). Two remaining countries of our study, South-Korea and Japan, have in the future
important role in volume side, but these two countries do not experience that sudden and
dynamic change as the others. Also two surveys did not provide that consistent picture from

South-Korea and Japan.

As a further research, we would be interested to complete transportation flow survey once
again, during spring 2010. It would be rather important to follow, how post-crisis
environment is developing, and do companies just adjust their structures further to serve
emerging markets. There is a danger that European companies increasingly shift their
production into these countries due to lower overall costs, and significant demand provided by
these new “domestic markets”. For example, emerging Asian economies still provide
relatively low costs, and most importantly increasing home market consumption. However, it
would be too one sided to think only that larger Asian economies will take the lead in the
world economy. We could also assume that Central and East European Countries (CEEC),
and particularly Russia, could create booming economy based on manufacturing exports.
Geographical position could not be better, having in near proximity China, India and Europe.
Therefore, repeating this survey in the following years has an important role.
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Abstract

This paper has primary purpose to review criteria and goals when choosing a logistics service provider for
logistics organisations or network. The idea is based on Matti Miettunen and Pia Jamsa (2004): Strategic
partnership in logistics: Goals and Criteria, of which the view is extended to the power of relationships, type of
relationship as well as strategies towards risks when choosing an actor to a strategic or non-strategic operation,
also if and when risks and product returns are notified in the selection process.

Keywords: logistics relationship, logistics networks, alliances, industrial network

AHHOTAINA

Ora cTaThsi UMEET OCHOBHOH IIeNbI0 0030p KPUTEPHUEB U LEJEeH MPH BEIOOPE JTOTUCTHYECKOTO MPOBaiaepa yCciryr
JUTSA JIOTUCTHYECKOW opraHm3anuu 1ubo cetu. Maes ocHoBeIBaeTcs Ha ctatbe MaTtn MuertyHeH u [Ina Swmca,
omyosmkoBanHoit B 2004 romy: Crparernueckoe maptHepcTBo B joructuke: llenn m Kpurepuu; B xotopoii
AKIICHT CMCULICH Ha CI/IJ'Iy BSaHMOOTHOHIeHHﬁ, THII BSaI/IMOOTHOL[IeHI/II‘/II, a TaK¥XKe CTpaTeFI/II/I OTHOCHUTCJIBHO pl/ICKOB
MpH BBIOOpE MapTHEpa I CTPATETMYCCKUX M HECTPATETMYCCKHUX OICPAlldii, B CIlydac €CIIU PUCKUA U BO3BpAT
TOBapa YYHUTHIBAIOTCS B MPOIECCE BBIOOPA.

KnaroueBble €JI0BA. JOTHCTHYCCKHUC B3aMMOOTHOMLICHHUA, JIOTUCTUYCCKHUE CCTH, aJbAHCBI, ITPOU3BOACTBCHHbLIC
CCTHU

1. Introduction

Many researches show that business relationships are complex and diverse. The complexity
has accelerated researchers to create business evaluation and segmentation tools. (See e.g.
Das, 2005; Levary, 2007; Staughton & Johnston, 2005; Chen, 2008; De Lurdes Veludo,
Macbeth & Purchase, 2006; Sarkis et al., 2007; Kakouris et al., 2006) The term network is an
abstract notion of a set of nodes and relationships connecting them (Gomez Arias, 1995).
Relationship, in this paper, starts from single transaction and ends to the model of strategic
alliances and vertical integration. Strategic partnership is referred to as Third party logistics
(TPL) containing long term plan (more than 3 years) and more than one outsourced operation.

It allows partners to concentrate on core competence, it shares risks and benefits. Vertical
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integration is the most extensive means of relations; the service provider offers to take over a

whole of operation.

This paper reviews the power of relationships, type of relationship as well as strategies
towards risks when choosing an actor to a strategic or non-strategic operation, and also if and
when risks and product returns are notified in the selection process. The paper starts with an
overview of existing literature of relationships and logistics networks. Secondly, findings are
presented and later discussed. Finally, the paper provides conclusions and implications for

further research.

2. Logistics Relationship Studies

Relationship studies and relationships have been hot topics in the academic literature.
Whether companies are sourcing new products, solutions, innovation or just a part of their
business, points the clock towards business relationships. Relationships can vary from single
transaction to highly integrated processes (vertical integration). Companies have increasingly
entered into strategic alliances, especially in technology-based industries. (Das & He, 2006)
Many researchers point out the complexity of relationships. Skjoett-Larsen (2000) highlights
the network theory to explain the dynamics in third party co-operations. According to Wang
and Kess (2006), the dynamics of channel partnerships and their implications for managing
on-going relationships has been under focus for many researches while little research focuses
on the starting point of the relationship formation and design. Kannan and Tan (2004) pointed
out the importance of links between the supplier management dimensions of supplier
selection and assessment, and performance. Prajogo et al. (2004) argue that closer
relationships in innovation relationships will open channels for better management of
knowledge. Also, Sarkis et al. (2007) point out a company’s inability to become internally

agile unless its external relationships with the supply chain are also agile.

Todeva and Knoke (2005) explain the formation, implementation, and consequences of
strategic alliances among autonomous actors in an organizational field. They also show that
alliances provide opportunities for participants to tap into the resources, knowledge, and
skills. Walters and Rainbird (2007) introduced the importance of upstream and downstream in

supply chain management including supplier relationship management. In the mid 1990s the
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market context changed again with the advent of large-scale outsourcing and the market entry

of specialist outsourcing organizations.

Das and He (2006) researched the intrinsic and alliance differences in entrepreneurial and
established firms. They found nine (9) intrinsic factors:

e resources,

e innovativeness,

e status in competition,

e legitimacy,

e history/track record,

e economic/political power,

e organizational characteristics,

e Dbusiness focus products and services, and

e planning horizon;

and six (6) alliancing factors:
e control over technology,
e confidence in technology,
e inter-organizational interfacing,
e criticality of alliancing,
e strategic objective, and

e consistency of commitment.

However, De Lurdes Veludo, Macbeth and Purchase (2006) highlight that actors operate with
a portfolio of different types of relationships and that each type of relationship is affected by
different factors. Knoppen and Christiaanse (2007) argue that due to the limited cognitive
capacity of organizational actors, understanding and management of a partnership is
facilitated by separating the concerns and shifting their importance in time. One important
issue in relationship studies have been the supplier selection and segmentation criteria. Even
though it has been widely studied, the content of motivations and criteria as well as their

priority and weightings may vary with different kinds of alliances or situations. (Chen, 2008)
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Supplier selection criteria have also become crucial in order to achieve an appropriate
evaluation of suppliers (Svensson, 2004). Miettunen and Jamsé (2004) studied the criteria and
goals of outsourcing transportation, however, the criteria and goals were changing depending
on the actors. Al-Khalifa and Peterson (1999) argue that the partner selection motivation must
be distinguished from the motivation to enter into a joint venture. Banks Pidduck (2006)
concentrated on how and why supply chain partners are chosen. The research is carried out
through alliance motivation, formation and decision-making. Ounnar and Pujo (2005) cover
the factors of costs, reliability of services, and responsiveness in partner selection criteria.
Staughton and Johnston (2005) identify the underlying criteria of management decision

making regarding the gaps of current and desired situation.

Van Weele (2000) presented a portfolio of different supplier segmentation strategies which
bases on two dimensions: (1) supplier’s impacts on financial results; and (2) supply risk.
However, few studies have shown longitudinal results on selection criteria, and many
highlight it as complex as business relationships. Kakouris, Polychronopoulos and Biniori
(2006) pointed out four key attributes: price, quality, delivery and service. Kannan and Tan
(2004) argue that disconnect sometimes exists between the perceived importance of supplier

selection criteria and practice.

The most often used approach is an analytical network process (ANP) approach which is
based on Markov chain. Sarkis et al. (2007) conducted an ANP based model for evaluating
and selecting competent and compatible business partners. Also, Chen (2006) conducted an
ANP model while Levary (2007) conducted an analytic hierarchy process (AHP) model.
Wang and Kess (2006) selected seven motivation criteria to partner selection:

e risk reduction,

e economies of scale and/or rationalization,

e complementary technologies and patents,

e co-opting or blocking competition,

e overcoming government-mandated investment or trade barrier,

e initial international expansion, and

e vertical quasi integration.
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Many other researches have highlighted similar criteria. Few studies concentrate on the power
of relationships. Kim et al. (2005) explores the impact of IT adoption on partner coordination.
They point out the power of IT in both success and failure of the relationship. Das (2005)
places importance on the potential for deceit in partner organizing. Many studies point out the
importance to understand the relationship and the criticality of mutual operation or product.
Often considered issue is whether buyer or seller has more power on the existing relationship,
or if the power has turned against the actors. Cooperation between the parties has become
more long-term in nature, mutually binding and is often combined with changes. (Skjoett-
Larsen, 2000) Few studies have pointed out the risk management in relationships.
Relationship strategies to a strategic or a non-strategic operation are also cited but not heavily
studied.

Levary (2007) provide insight on evaluating potential suppliers and to consider the risk of
disruption to the manufacturer’s assembly operation associated with the characteristics of the
potential supplier. Delerue (2005) brings an empirical support to risk management problems
in alliances, and places an important question; how is the risk to be managed? The firms
favoring strategic behavior prefer a past working relationship with the potential partner, while
those favoring learning did not. (Tokman et al., 2007)

If the decision to be involved is in a too close strategic relationship, it is not an easy issue.
(Zineldin & Bredenlow, 2003) Emerging biotechnology firms rely on a network of socio-
economic partnerships that can be classified as close, collaborative but relatively short-lived.
(Ferguson et al., 2005) However, many actors tend to ignore the importance of the strategy.
According to Kannan and Tan (2004) actors tend to only improve their ability to respond to

market pressures.

It can be said that fast changes in business environment force companies to seek for different
options in order to become successful and to encourage changing. (Bagchi & Virum, 1998)
Cost-effectiveness seems to be the indicator of the day, where business is based on market
governance. In perfect market situation buyer and seller meet where the market is. However,
in reality, there seldom exists a perfect market. The modern economics highlights also the
different aspects of decision-making. Each party may have different relations in negotiations

because of the differences in size, lack of information or irrational choices.
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In long-term business relationship, partners have collaborated with each other for a longer
time period. If partners do not share any joint ventures or production, the relation is
comparable to arm’s length relations. In this model there is no remarkable information
sharing, neither there will be any dependencies nor future commitments. Price is often an
issue in negotiations, and provider is relatively easy to substitute. (Dyer et al., 1998; Webster,
1992) The main indicators are information sharing, joint goals, and shared risks and incomes.
(Dyer et al., 1998) The line between partnership and strategic partnership is fluctuating.
(Webster, 1992 vs. Bowersox, 1990) In the other hand, the market governance has been
eliminated from cooperation of vertical integration (Seppéld, 2001).

Partnership requires same kind of expectations from both sides. For example Choy and Lee
(2002) divide these criteria into three groups:

1) Technical know-how evaluation,

2) Quality evaluation, and

3) Organisation profile.

All in all, these criteria can be used as main criteria according to the literature reviewed in this
paper. In some point all paper point to the question of being cost effective, have enough
capacity (resources) and market situation of the company. Criteria when choosing a partner

will move on in detailed and precise evaluation. (Carter, Carter & Swan 2000)

3. Methods

A literature review on criteria and goals of logistics relationships, alliances and industrial
network is conducted by the search of the following journal databases (1990 to current):
ScienceDirect, EbsconHost, Emerald, and ABIlInform. These databases cover both the
mainstream journals in logistics and supply chain management as well as enterprise
development. The focus was placed on “logistics relations” and “logistics networks”,
“alliances”, and “industrial network” in order to find research questions, methods, topics and
key elements in goals and criteria. Goals and criteria were not found as a keyword, since the

articles were driven by types of relationships rather than their indicators.

There were several overlaps with the database journals, and the final amount of reviewed

academic papers was forty-four (44).
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4. Frame of Reference

The literature review on goals and criteria on logistics partnership with the extended view
from the power of relationships, type of relationship to strategies towards risks when choosing
an actor to a strategic or non-strategic operation, also if and when risks and product returns

are notified in the selection process is verified the frame of reference. Figure 1 shows the
frame of reference.

Strategic level

Non-strategic level

Type of relationships

Vertical

® Criteria and Goals

Selection

integration

Segmentation

Strategic

alliances Power of relationship

Network

Risks of relationship

organisation

Supplier
partnership
Term

relationships

Repeated

transactions

Single

transaction

Figure 1. Frame of reference.

Each party may have different relations in negotiations because of the differences in size, lack
of information or due to the irrational choices. There are two different levels, strategic or non-
strategic, when analysing the data. Secondly, the type of relationship is under focus and
thirdly, the main criteria of the relationship.
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5. Findings

There were several actors (buyer — supplier) and processes included in this study through
literature. The type of sourced/outsourced operation, processes, type of relationship, power of
relationship, and the main criteria found in the literature review in selection are listed in Table
1.

Table 1. Review of the relationship studies.

Type of sourced/ | Process Type of Power of Main
outsourced relationship relationship | selection
operation criteria
Strategic Supply Chain Strategic High Important,
management alliance cost
effectiveness
Non-strategic Supply Chain Partnership or Low Mainly
operation single financial
transaction issues

Depending on the issue of strategic or non-strategic outsourcing, the studies highlighted clear
results. If the operation was not strategic, the power of relationships as well as type of it, were
of low value. Also, the economic aspect was then highlighted. Risk of outsourced operation
was more often evaluated within strategic operation than with non-strategic operation.
However, there were no indicators showing that returning goods or reverse logistics in general

was in question when selecting suppliers.

Webster (1992) and Cox (1996) have examined relationships of partners and circumstances.
Figure 2 shows these relations as tentative mapping of the relationship (Webster, 1992).
However, the power of the relationship has been ignored in the mapping. This paper argues
that the power of relationship depends on the type of relationship rather than market
governance or the volume of transactions. Therefore, it has been added into the tentative

mapping.
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Figure 2. A tentative mapping of buyer-supplier relationship (amended from Webster,

1992).

When going up from the left into the right side corner, the effect of market governance is
reduced and the effects of own choices are raised. Companies tend to minimise the cost of
transaction and production (including administrative cost) by choosing the right business
relationship model suitable for each situation. Still, each modification requires time when the
resistance to change is met, not only inside the company but within partners that prefer the old
relationship model. The more complicated the operation or product is, the more likely these
companies strive towards more integrated business relationship. Still, relationship based on
single business operation is very common, and it can be impugned, if there even is a
relationship (Webster, 1992). It can be argued that the power of relationship depends on the

type of relationship rather than market governance or the volume of transactions.
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6. Discussion

Outsourcing has several advantages of partnering. It allows companies to concentrate on core
competence, and to elaborate further. (Choy & Lee, 2002) It allows service provider to
balance its load and profit in order to serve more than one customer. Outsourcing is
recommended when focusing on manufacturing industry. (Lankford & Parsa, 1999) Relation
models of outsourcing are partnership or strategic alliances. They are depended on three
resources: technology, information and relationship network. (Lieb & Randall, 1999) Supplier
segmentation is one fundamental business activity to improve the outcome of a company’s
efforts to maintain and enhance its position in the marketplace, as well as customer
segmentation, market targeting, and positioning (i.e. strategic marketing). (Svensson, 2004)
Kraljic (1983) is often considered as a pioneer in developing a model of supplier
segmentation, Kraljic Matrix.

In close cooperation, partners share information, risks and profits, and either fail together or
succeed. (Lambert et al., 1996; Bowersox, 1990) There exists a wide amount of operations
which outsiders can manage cheaper and faster. (Lankford & Parsa, 1999) Van Weele (2000)
highlighted two dimensions: (1) supplier’s impacts on financial results; and (2) supply risk.
(van Weele, 2000)

Besides cultural differences, earlier experiences, company size and corporate structure have
an influence when choosing a logistics partner. National culture and culture heritage have an
effect on corporate strategy and problem solving skills. If partnership fails companies tend to
look for new criteria and metrics to re-evaluate the situation. According to Dacin and Hitt
(1997) from 50 to 60 % of partnerships tend to fail. Also, Parks and Ungson (1997) argue that
50 % of logistics partnerships fail. Both of the arguments state that the common reason for
failure comes from cultural differences or incompatibility with organisations. Failure process
is time consuming. To minimize the risk of failure, each actor should define and detail their
goals. The most common reasons for failure are lack of commitment in management level,
undefined goals, lack of control, and different levels of commitment from both sides.
(Bowersox, 1990)

Globally companies are outsourcing widely. Since partners are used for rationalising the

business and raising standards in competition, outsourcing process opens the door for closer
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cooperation. (Bagchi & Virum, 1998) Alliances and industrial networks are sought through
low overhead costs, increased responsiveness and flexibility and greater efficiency of
operations. (Gomez Arias, 1995) In traditional logistic services such as forwarding,
transportation, material and inventory management the profitability is low. (Berglund, 2000)
It has been forecasted in the 1990’s that European logistic services will be more centralised
than today. (Peters & Jockel, 1998) Therefore, mergers and acquisitions (M&A’s) have been
common in the field, and small amount of logistics companies rule the market. At the moment
there is still a wide amount of service providers in the market. (Gordon, 2003) Transportation
operations have primary purposes on cost saving, and logistics service providers often seek
for solution with effects on reducing costs but still fulfilling the delivery accuracy
requirements. The aim is to maximise own profitability with price, and high and regular
volumes. In transportation operations volumes and frequencies play a key role. Single logistic
operations have often decentralised organisation, which causes lack of coordination. By
integrating the logistic operation a company may gain remarkable cost savings. (Bowersox &
Daugherty, 1987) However, this concentration is commended for internal logistics, as the
solution has limits and is far from the real problem — lack of coordination. External logistics
integration, such as outsourcing and logistics alliance, concentrates on assumption that the

logistic operations are build upon corporate borders. (Stock et al., 1999)

7. Concluding Remarks

This study analyses literature of logistics network. The purpose is to understand the different
types of relationships, and goals and criteria of an actor. Literature review is based on
phenomenon of outsourcing, and partnership and their goals and criteria of which the view is
extended to the power of relationships, type of relationship as well as strategies towards risks
when choosing an actor to a strategic or non-strategic operation, also if and when risks and
product returns are notified in the selection process. Partnership models are analysed based on
extended Webster’s model of partnership.

When outsourcing, buyers have centralised operations with even fewer providers.
Development follows ideas of outsourcing with specialised companies. Centralising has been
a start for logistics partnership. (Lieb & Randall, 1999; Bagchi & Virum, 1998) Companies

seek fastness, flexibility and cost savings with partnerships. Service providers seek long-term
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business relationships and commitment through partnership. Business is easier to forecast,
and investments have secured basis. Advantages tend to arise from supplier’s effectiveness,
organisation loping, and capital saving when outsourcing. The purpose is often to affect on
changing fixed costs into flexible cost. These results are agreed with Choy and Lee (2002).
Also, economies of scale are achieved, as agreed with LalLonde and Cooper (1989) and
Morphy (2000).

Partnership is achieved with careful negotiations and with limited amount of service
providers. Bowersox (1990) also emphases selective matching for the selection process.
According to literature many companies chose their partners by themselves without external
business consulting. Logistics service providers as partners are mainly chosen using the same
criteria as choosing other business partners. There did not arise any particular criteria for only
logistics partners. Partner is assumed to have stable economy, adequate size and liable
ownership. Logistics cost present remarkable cost for companies. Instead of integrating inner

logistics, companies seek for optimised outbound logistics or the whole supply chain.

If cooperation goes smoothly with single working level, then the cooperation is easier also
with partner level. Communication is facile and operation becomes flexible. Often, logistics
provider is required to have earlier experiences with same type of customers, preferably as
reference customers. When companies have agreed with partnership, the measured metrics are
agreed at the same time. They can be measured daily with operative level, or monthly in
management level. Therefore, criteria concerns both partners’ personnel and supplier’s
network. A professional buyer knows that supply chain is as strong as its weakest link. Still,
even if the above criteria is handled carefully, it seems unclear how the return network would
work, and which indicators should accelerate it. Growth and profitability were listed as future
challenges. When investments are remarkable, then also the partnership is seen as long term
strategic choices. If partnership is successful, the service provider can raise the amount of

goods flow, and can get its profitability on higher level.
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Nuunmatussel Poccuiickoit TamoxHu 1 nienu noctaBok jy1st Cankt-IlerepOypra
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Abstract

The Finnish-Russian project LOGNET besides educational issues deals with investigation of supply chains.
Custom procedures occupy very important place in logistics of foreign trade and improvement of appropriate
supply chains. That’s why it was reasonable to pay attention to nearest future processes in Russian Custom.

Keywords: Russia, Russian Customs, supply chains

AHHOTAINSA

B ®unnsaancko-Poccuiickom mpoekte JIOTHET kpome oOpa3oBaTenbHON YacTH BEITIONHSIOTCS MCCIICIOBAHUS
Lernei mocTaBoK. TaMO)KEHHBIE MPOLEAYPHl 3aHUMAIOT OYEeHb Ba)KHOE MECTO B MEXIYHAPOIHOW JIOTUCTHUKE U
yIy4IIEHUH Ieneil mocTaBoK. VIMEHHO MO3TOMY OYeHb BaKHO OOpaTHTh BHUMaHHE Ha Onpkaiiiee Oymyiuee
MPOLIECCOB, Mpoucxoadux B Poccuiickoil TaMoxHe.

KaroueBble ciaoBa: Poccust, Poccniickass TaMOKHs, LIEITH ITOCTaBOK

Not so long ago this year Russia Federal Customs Department presented three initiatives,
which will enhance the future logistics of international trade, especially for Saint-Petersburg.
These three initiatives are:

1) Concept of customs goods clearing and control in the places near to state border of
Russian Federation (sometimes it is named “Concept of custom goods clearing transfer
to external borders of Russia till year 2020”);

2) RF Government Enactment draft about foundation of cross-border points for goods,
coming at Russian custom’s territory in universal and special containers of 20 feet or
larger (in fact it is quoting of container transportation through terrestrial automobile
cross-border points);

3) The project of North-West Custom Administration reforming (joining of Baltic Custom

to Saint-Petersburg Custom).

Let us consider in more detail the sense, time of realization and some possible aftermaths of

these documents implementation.
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1) As declared: “The aim of Concept — to make sure economic security of Russian

Federation by improvement of Custom’s procedures in conditions of near border

regions infrastructure development necessity and diminish in Russian big cities the

transport charge, enforced by growing international trade”. The Concept proposes to

remove the main part of cargo customs clearing from internal departments to near

border ones. In Moscow and Saint-Petersburg territory this must be done already in

2009. For automobile and maritime transport custom’s procedures ought to be

transfered close to border till 2014 year, and for railway — till 2020 year.

In this case existing custom’s order wouldn’t be changed for:

raw materials imported by Russian industry enterprises, having continuous
technology cycle of manufacturing,

goods for important invest projects (e. g. Sochi),

goods for foreign trade actors, for whom were permitted special, more simple
custom’s procedures,

goods at Free Economic Zone territories and

goods for individual usage.

The concept realization assumes:

moving of main accent at the control before goods import and after custom
clearing,

custom clearing of goods, related to risk profiles of risk management system,
in near border regions and

passing goods and transport units through Russian state border in cross-border
points with minimum time loses and avoiding the whole custom procedures

cycle.

Some possible aftermaths for Saint-Petersburg:

a) Concept realization will lead to reduction of custom procedures places, so will

decrease the competitiveness (and as a result a period of pay off) for terminal-
warehouse facilities, whose business-models were partly oriented to possible
custom clearing at this terminal. It will “help” to make crisis a little deeper.
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Saint-Petersburg terminal-logistics infrastructure will lose some share of
cargo flow.

It can be noticed, that aftermaths of this concept are not so significant for
Saint-Petersburg. More significant was transfer of Custom points to Ring
Road. The transit flow practically wouldn’t change due to this Concept.
Investors, who already participate in construction of terminals with bond
warehouses in central part of Russia will lose there profit.

It is unknown now, what would be with export from Russia. In concept is said
nothing, that it is only for import. Russian market actors exporting raw

materials can get into difficult situation.

2) As was mentioned above, the matter of this enactment is to introduce quoting for

container transportation through Russian state border in international automobile

cross-border points. The draft of the document is agreeing now with all organizations

that it is concerns. Information of its introduction is not announced yet.

Some possible aftermaths for Saint-Petersburg:

a)

b)
c)

d)

Saint-Petersburg automobile carriers, possessing great share of North-West
Russia foreign trade cargo transit, will lose.

Maybe Saint-Petersburg container terminals will win.

Saint-Petersburg terminal-logistics complex will lose some part of business,
connected with container loading/unloading. Finland and Baltic states simply
will change packing.

The rate of containerization in Russia (being very low) will occur much
slower.

The risk of responded measures is rather high, because the sense of this

document is in contradiction with existing international conventions.

3) The very core of proposed custom’s reform in Saint-Petersburg:

to join Baltic custom to Saint-Petersburg one,

to reorganize maritime border custom posts of Baltic custom in transit posts
(where only shipment cargo goes through custom procedures), and all other
cargo, arriving to Saint-Petersburg by sea, to send by scheme “internal custom
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transit” at inland custom posts of Saint-Petersburg custom, which would be re-
qualified for such cargo and cargo, transported by automobiles,

- it is proposed to reserve only 12 custom posts of 20 now existing in the
structure of Baltic and Saint-Petersburg customs, among it:

* 7 transit border posts (Turukhtanny, Kronshtadsky, Lomonosovsky,
Timber port, Gavan, Central, Maritime facade (instead of
Vasileostrovsky) and

* 5 inland posts for cargo custom clearing (Vyborgsky (bonded

warehouse of “Konkord” company), Peaskarevsky (bonded
warehouse of ”Transsphere International” company), Yaninsky
(bonded warehouse of “Logistic park Yanino” company with
capacity of 10000 TEU), Moskovsky (bonded warehouse of
”Logistica Terminal” company with capacity of 15000 TEU) and
Shusharsky with railway cargo specialization.

- Priozersky post is proposing to include in Vyborgsky custom, Volkhovsky-in
Novgorod custom, Kirishsky — in Central energetic custom;

- North and South-West posts to combine, include in Vyborgsky custom and locate
at bonded warehouse of ”Voskhod” company (International Motorway Cross-
Border Point “Torfyanovka”), South custom post include in Sebezh custom and
locate at bonded warehouse of “RUS-SERVICE Terminal” company
(International Motorway Cross-Border Point “Burachky”), the staff of Gatchina
and Avtomobilny zavod custom posts direct for strengthening of Pytalovsky
custom post of Pskov custom at bonded warehouse of "ROSTEK-Pskov”
company (International Motorway Cross-Border Point  “Ubylinka”),
Krasnoselsky custom post include in Vyborgsky custom and direct to bonded
warehouse of "ROSTEK-Vyborg” company ( International Motorway Cross-
Border Point “Svetogorsk™) and the staff of Zheleznodorozhny custom post to
use for strengthening Pechorsky custom post of Pskov custom at bonded
warehouse of "ROSTEK-Pskov” in city Pechory (International Motorway Cross-
Border Points “Kunichna Gora” and “Shumilkino”)

- It is assumed that reduction of custom procedure places in Saint-Petersburg arise the
necessity of custom procedures in near border regions of Leningrad and Pskov
region, where 5 custom-logistics terminals will begin to act in whole format at

Russia-Finland, Russia-Latvia and Russia-Estonia borders.
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After considering in different organizations and taking into account other proposals the
document have to begin realization in the first half of 2010 year. It seems to be the most
deleterious initiative by its possible aftermaths for Saint-Petersburg.

a) Anyone wants to believe, that the “dry ports” model would be really implemented.

b) Customs procedures would be transferred very far from Ring Road, but it wouldn’t
relief the city from congestions. Moreover, it would be difficulties along Ring Road.

¢) There is high degree of probability for Saint-Petersburg port to lose significant
share of consolidated and especially RO-RO cargo.

d) Competitiveness of Saint-Petersburg container terminals in the model of “dry ports”
wouldn’t raise in compare with terminals of third states, because additional costs
will appear.

e) The competitive conditions for operators of transport-logistics market have to
become unequal, because “dry ports” have only two owners of three container

terminals in Big Port of Saint-Petersburg.
It is obvious, that custom initiatives presented in this article will never bring “sweet life” to
business. But, the sooner anyone will be acquainted even with bad news, the better for his
position in logistic business.

The author would like to express many thanks to Mr. Karpov A.Y. for his materials.

About the author
Mikhail Pimonenko, D.Sc.,North-West Russia Logistics Development Center “ILOT”
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PasButne cotpynnuyectBa ¢ EBponetickum Coro30M uepe3 KOMOMHUPOBAHHBIE
YKEJIE3HOJOPOKHBIE cCUCTEMBI Mex 1y PunisiHauen u Poccuiickoit @enepanuen
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Abstract

The Trans-Siberian Railway (Trans-Sib) is the main transport corridor from West to East on Russian territory
covering the distance of 9 244 km. It is an important backbone of the Russian Railway logistics. The unique
geopolitical location of the Trans-Siberian Railway is to play the role of international bridge connecting
countries from different continents. First and foremost are China, Japan, Republic of Korea and Russia with
Finland. But transit potential of the Trans-Siberian Railway is under used currently. The transporting of
containers with involving Russian transport system remains incompatible due to bottle necks in the Train-
Siberian Railway. Despite the efforts of rail and sea transport companies interested in attracting transit container
traffic.

Keywords: Newer transport distributing centers with higher standards, lead time, just in time, transport logistic
system, freight forwarder, integrated executive center, stevedoring company

AHHOTAINSA

Tpanccubupckas MarucTpaib — OCHOBHOI TPaHCHIOPTHEIN Kopuaop ¢ 3anana Ha BocTok Ha Teppuropuun Poccun,
HUMEIoIIas IPOTHKEHHOCTH Oosee 9240 kM. YHUKAIBHOE TEONOINTHIECKOE MECTOHAXOKIeHHEe TpaHccnOupcKoi
MarucTpald HIpaeT pojib MEXKAYHAPOJHOIO MOCTA, COEAMHSIOMIErO CTPaHbl HECKOIBKUX KOHTHHEHTOB.
OcHoBHBIe cTpaHbl 310 Kwurail, SAnonus, Pecny6muka Kopes, Poccus n @Ounnsanaus. OgHako BO3MOXHOCTH
TpanccnOMpPCKON MarucTpanu HCHOIB3YIOTCS HENOCTaTOYHO. B craTbe paccCMOTPEHBI «y3KHE MECTa»
TpaHccHOMPCKOH MarucTpaiy, KOTOpPbIE IMPENSTCTBYIOT Pa3BUTHIO TPAH3MTHBIX KOHTEHHEPHBIX NEPEBO30K
Mexay Ounnanauei u Poccuniickoit @enepanueit. Taxke cucteMaTU3UpOBaHbl IPUUKUHBI OTCYTCTBUS TPAH3UTA
Ha TpaHccuOe 1 peIoKeHbl MEPOTIPUATHS 110 UX YCTPAHEHHIO.

KiroueBnle ciioBa: HoBrle PaCpCaACIIUTCIbHBIC LCHTPBI, IMOCTPOCHHBIC IO COBPEMCHHBIM CTaHAApTaM, CPOK
JAOCTABKH, KTOYHO-B-CPOK», TPAHCIIOPTHAS JIOTUCTUYICCKAA CUCTEMA, DKCIICAUTOPCKNEC KOMIIAaHUH

1. Introduction of Trans-Siberian Railway Activity

The efforts to develop the transport infrastructure of Trans-Sib in our country must
harmoniously fit in on one hand with Finland and on the other hand with Asian neighbors. In
2008, approximately 13% of Russian import value was transported through Finland.

Eastbound Finnish transit consists mainly of high-value goods from the European Union to
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Russia. These high value goods include mainly private cars, electronics, machinery,
equipment and other valuables. During the planning perspective volumes of container transit
for “General system of developing Joint Stock Company RZD for 2015, 2020 was installed
volumes of attracting cargos to Russian railway system between different countries. For
example, Finland will share with other countries about 40% container traffic in connection

with China, Japan and Republic of Korea.

According to this plan, the total volume of transit cargo in containers through the system of
Joint Stock Company RZD in 2015 was expertly defined and accounted to more than 560
thousand containers in which the container transit between Finland and North- East Asia will
exceed 45 thousand (Table 1).

Table 1.  Forecast of container transit through the system Joint Stock Company RZD in

2015, thousand containers

China Republic of Korea Japan
Country

Export Import Export Import Export Import
Finland 8 22 1 4 0,5 10

According to the Economic and Social Commission for Asia and the Pacific (ESCAP), by
2015 the container traffic from Asia is going to exceed 365 million TEU. The amount of
container traffic is measured in TEU’s. One TEU is a “twenty feet equivalent unit” which

refers to the standard length of containers.

With a growth of container traffic on Trans-Sib, it is needed to offer high quality transport and
logistics solutions to neighboring countries. As a rule, it is about the system multimodal
solutions in the modern world. The cargoes shipped by sea to Russia can be delivered further
by Trans-Siberian railway. This is a perfect logistics solution which is the best in terms of the
price and time of delivery against deep-sea transportation in the international east-west trade.

In case of the switching sea route to the Trans-Siberian Railway, the volume of transit
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container traffic by rail transport will increase by 4.5 times as compared with volume of 2008

year.

Nearly always the container transit by Trans-Sib starts its trip in port-terminals. Two main
container terminals in Russia, Vostochny of the Pacific Ocean and St. Petersburg in the Gulf
of Finland, serve 50 percent of all containerized imports, and 90 percent of containerized
exports. With the exception of St. Petersburg, which is currently expanding its container
capacity, the other Russian container gateways are currently operating below their Soviet-era
capacity in spite of that flow of containers steadily rising. The volume container handling in
Far Eastern ports has been amplifying. In comparison with year 2006, the total number of
handled containers in container terminals in Vladivostok, Nakhodka, VVostochny and Vanino

increased by 33%. In addition, the increasing takes place in each port of Primorsky Krai.

In total trade traffic volume of Primosky Krai ports the export quota dominates (more than
80%), import quota increases 15% and transit quota is roughly invisible (1%), which means

the loss of transit container traffic for Far Eastern Railway.

It all comes of some negative factors. First, there is take place internal reasons. The
infrastructure of the some Russian Pacific ports sometimes cannot work with the shipping
companies, which expect perfect and accurate work from the ports. Misbalanced work of
these cooperating transports causes wasting time with waiting rolling stock and sea ships,
which increases considerable losses in this area. That is why the cooperation between railway
and sea transport in supplying economics international links is one of the strenuous task of
JSC RZD. Secondly, it connects with negative external factors. Competition with sea
transport and energetic activity of Russian neighbors in developing the traffic corridor parallel
to Trans-Siberian Railway, which means a precarious situation. Sea route is valid only from
Japan because Korea is planning to turn the sea route to the rail transport. These plans have
every reason to believe in light of current agreement between the ministers of Democratic
People’s Republic of Korea and Republic of Korea about the beginning cooperation in

railway traffic since 2008.

By transportation distance the shortest routes for Korean and Japanese transit quote are 2 and
3 (less than 11 thousand km) with outlet to Trans-Siberian Railway through the railway

station Zabaikalsk (Figure 4). In this case the Trans-Siberian Railway (TSR) is mostly
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involved in transportation, but the transit for Far Eastern Railway can be considered as a
practically lost. In my opinion the Russian government needs to heavily invest in the
structure, technology of the Far Eastern Railway to increase container activity. The transit
goods should pass through Far Eastern Railway instead of the 2 and 3 routes, because it will
bring an economic growth to Russian Federation and fast transit goods from countries of
North-East Asia to Finland.

The Far Eastern ports are in a good situation but need new technologies in transportation in
order not to divest Primorsky Krai of Japanese transit. There is a ferry between Japan and

Korea which might be used to transit goods ahead through the Korean Railway system.

The attraction of transit to the Trans-Siberian Railway is becoming an acute problem.
Nowadays due to this the Russian railways system is trying to eliminate one of the main bottle
necks in the Far East for transit container traffic from North-East Asia to Finland via the
Trans-Siberian Railway. Solving of the strategic problem of current importance takes
innovations. It can be variously systematized the reasons of absence transit on the Trans-
Siberian Railway in order to find out the arrangements for managing them (Figure 1).

Figure 1. Classification of the reason by influence on the developing of container traffic

through Trans-Siberian Railway
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2. Solution to the Covering Problem

Can we say what is more important — logistics or infrastructure? | think the answer is clear. If
we have infrastructure we will have logistics. The quicker we build the infrastructure, the
more we will be able to offer to cargo owners, the more competitive our logistics products
will be. That is why | am going to analyze the rectangular component — infrastructure and

connected with it work technique and compatibility.

A. To revelation the working balances in the area of improving of compatibility Trans-
Siberian Railway it is necessary to review the timing. We have to refuse from classical
dividing the Lead Time of container in Russia into two parts, the time in port and
transport time. It is considerably better to operate with 3 elements of time:

- Duration of container in the sea port
- Standing idle of flat cars in the departure station under accumulation for the
full train

- Duration of traffic by rail transport through the territory of Russia

On average duration of container in the sea port Nakhodka-Vostochnaya amounts 10
days. The average standing idle of flat cars in the departure station under accumulation
for the full train is 3 days (45 containers per a day, 140 containers in the train). The
transit through the Russian territory on average takes 10-12 days. The total time roughly
equals 25 days. As alternative the using sea transport for delivering containers takes 45
days. Why do not use Trans-Siberian Railway for transit containers traffic? Because in
logistics there is no phenomena’s like quicker, quick and etc. But principle Just in Time
(JIT) exists. Thus, choice of the route through Russia imposes freight forwarder to
operate on average figures while the sea transport guarantees exact time delivering. It is
already negotiated the law “About transit”, at which besides the other principles should
be installed the exact time of containers on different steps of delivering. | support the

enactment “About transit”.

B. While the container staying in port the procedures of customs and traffic documents
are being process. Then container entrains on flat cars and removals to a railway
station where it stands idle on average 3 days. Cannot we accumulate containers on the

ground and at the same time fill the traffic documents, pass custom and when the
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amount of containers will be enough to make up a train, dispatch the train
immediately? No, we cannot in the terms of current work technique. Because port will
not take it on its own as it has their function and technologies. It is needed to create
newer transport distributing centers with higher standards, which will be a consignee
on Russian territory as well. It will allow unshipped in bond cargo removals to this

center and make the remaining operations there.

C. Currently became a common situation when ready to dispatch containers not to entrain
due to lack of flat cars and at the same time on the nearest stations stay flat cars in
waiting the containers. It is because of the forwarding agents make a deal with the
owner of transport fleet and flat cars stand idle in waiting on containers and not
loading by other containers. On the assumption of creating newer transport distributing
centers with higher standards could be organized an integrated executive center which
will be responsible for the deals with owners of transport fleet. It will bring
elimination of forwarding agents duties and provide the container dispatching at the

required time without extra postponement of deficit flat cars.

The projecting ahead transport logistic system of the Primorsky Krai will include transport
distributing centers with higher standards located near the railway stations:

1. On the way of Vladivostok transport junction (railway station Nadezgdinskaya)

2. Near Nakhodskinsko-Vostochny transport junction (railway station Hmylovsky)

3. In Khasan transport junction (railway station Malakhino)

Using the complex method for developing the transportation system of Primorsky Krai has a
list of advantages:

- The consolidated transport logistic system of Primorsky Krai will be the
international trade junction and attract cargos of North-Eastern Asian
countries

- The creation of consolidated transport system of Primorsky Krai will
initiate the developing of new areas in economics in krai, supply the steady
expansion of transport infrastructure, open a new vacancies in work and
tremendous increase to the revenue budget

- It will rise the throughput of ports because of releasing expensive territories

of ports thanks to removing the extra logistic operations with cargo (bulk
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storage, customs clearance, container picking/unpicking, order picking,
container load/unload, order palletized) to the cheap places of transport
distributing centers with higher standards, which will increase the
production of stevedore operation and open the places in ports for building
a highly technological complexes

- Optimization the plan of freight train schedule of the Far Eastern Railway
which will be achieved due to building the distributing railway station
included in transport distributing centers with higher standards

- The improving of mutually beneficial cooperation of ports in transport
logistic system

- Decreasing the prime cost for intangible service in ports because of
concentration the logistic operation in transport distributing centers with
higher standards

- Ecological effect which bases on removing the systems of distribution and
warehouses out of the cities territory which reduce the overloading federal

and local roads because of banned access trucks into the city.

3. Conclusions

Despite of permanent developing of transport system of Far Eastern Railway of Russia the
amount of increasing is still insufficient. That is why between the transport systems of
neighboring countries and Primorsky Krai there is a gap. In North-East Asia the transport
system of Japan, China, and Korea are able to meet competition. These countries form the
structure of international trade, offer the traffic routes and set tariff politics in krai.
Implementation of this project will increase the compatibility of Far Eastern Railway which

will respectively amplify the transit traffic through this way via Trans-Sib to Finland.
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Buenpenue cucrembl MeHepxkMeHTa kadecTBa B OAO «Poccuiickue xene3Hbie
noporu». CMK Ha xene3nbix goporax Poccuiickoii @enepanun B HaCTOSIIIEE
BpEMSL.

['eopruii Anues

Abstract

The main principles of quality management system (QMS) are discussed in this article. Stages, purposes and
results of implementation of QMS in JSC RZD on Oktober and Northern railways are described. The conclusion
on expediency of creation of corporate quality management system (CQMS) is drawn.

Keywords: Quality management system, railways, quality of services, I1SO 9001:2000, GOST P ISO
9001:2001, client service.

AHHOTANMA

B craThe paccMOTpeHBI OCHOBHBIC MPHHIUITBI CHCTEMbI MeHekMeHTa KauecTBa (CMK). Onucanbl 3tamsl, nenu
n pesynbrarsl BHeapeHuss CMK B OAO «PX/I» Ha Oxtsa6peckoit u CeBepHOM jkese3HbIX jpoporax. CruemaH
BBIBO/J O 1I€JIECO00PAa3HOCTH CO3aHMsI KOPIOPATUBHOM cucTeMbl MeHekMeHTa kauecTBa (KCMK).

KiaroueBsie cioBa: CructemMa MEHEIKMEHTa KadecTBa, XKeJe3HBIE AOpord, kadectBo ycuyr, 1SO 9001:2000,
T'OCT P MCO 9001:2001, obcyxuBaHuE KINCHTOB.

1. Introduction

At the background of Russia’s entry into the World Trade Organization and access to the
international market of transport services, including integration into Euro-Asian transport
system, the image of the company JSC RZD takes great importance in possibility to provide
competitive and safe services in cargo transportation. In the program of strategic development
of JSC RZD considerable milestones are set, which achievement requires not only
investments and mobilization of resources, but also implementation of the modern

management system based on quality criteria.

The considerable contribution to research of theory and practice in the field of quality
management system was made by Russian and foreign scientists: V.G.Versan, A.V.Glichev,
J. Goldsmith, E.A.Gorbashko, L.Y.Donchak, K.Isikava, M.G.Samuelson, G.Taguti, F.Taylor,



52

A.Fayol, R.D.Shonbenger, L.Y.Shuhgalter et al. There are works of scientists, experts in the
field of:

2.

economy and management in railway transportation: A.P.Abramov, V.G.Galaburda,
A.V.Davidov, A.F.lvanenko, M.N.Larina, N.P.Tereshina, M.F.Trihunkov et al.;

quality management: A.V.Glichev, E.Deming, J. Juran, K.Isikava, V.A.Lapidus, V.V.
Okrepilov, A.V.Feigenbaum, J. Harrington et al., including in railway transportation:
|.P.Isaev, V.T.Strelnikov, A.D.Shishkov et al.;

quality economy: Y.P. Adler, K.M.Rakhlin, L.E.Skripko, J. Schotmiller and others,

including in railway transportation: V.G.Voronin, T.A.Bulokhova et al.

The Goals of the Company JSC RZD

Proceeding from the goals of the company, such as:

increase in scope of business, integration into Euro-Asian transport system -
impossible without high-quality marketing and provision of quality service in
transportation complying with international standards;

increase of production and economic efficiency — impossible without improvement of
quality and efficiency of management, development of human resources, introduction
of modern standards and corporate management principles;

improvement of quality of work and operation safety — impossible without use of new
types of rolling stock with increased reserve maintenance periods, use of units and
components with extended service life, without improvement of procurement,
introduction of new technical processes in line companies based on quality
management system, transition to the processor principle at all levels of management
of the JSC RZD;

increase of financial stability of the company — impossible without high-quality
management of finances, improvement of budgeting system, reduction and liquidation

of unprofitable manufactures, improvement of credit rating of the company.

It is possible to conclude that the key directions are creation of management system and

maintenance of operation safety of trains, as well as creation of corporate quality control

system. And the keyword for successful realization of the above-named goals is “quality” —

quality of business, quality of services and quality of technical processes. But for today in the
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official reporting of JSC RZD at all levels of management, from structural division to JSC
RZD branch and department, there are no systematized criteria and indicators reflecting
quality of service of consignors, quality of performance of internal technical and business
processes of the company. Other weaknesses are:

¢ high level of deterioration of basic production assets (and maintenance capacity of

rolling stock several times exceeds the indicator of western equivalents);

low-quality factory and repair base;

e low investment appeal, lack of investments, especially last decade;
e insufficient orientation to the market and needs of consumers;

e insufficient “transparency” of corporation;

e high-cost technologies in comparison with western equivalents;

e tendency of decrease in safety of transportations.

Finally, if previous management system on the railway was aimed at provision of reliability,
safety and security in course of transportation, now with unconditional performance of the
specified requirements, consignors, for example, want to get such transport services, which
would provide delivery of cargoes “door-to-door” and “just-in-time”. Service maintenance is

also very important for consumers.

3. QMS Principles

There are eight principles of quality management:

e Consumer orientation; JSC RZD depends on its customers and for this reason
should understand their current and future needs, to meet their requirements and
aim at exceeding their expectations.

o Leadership of the director; The management personnel provides unity of railways
purpose and direction of activity. It should create and maintain the internal
environment, in which employees could be completely involved in solution of
company’s problems.

¢ Involvement of employees; Employees of JSC RZD divisions of all levels make the
company basis, and their full involving gives the company the chance to use their
abilities to the benefit.
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Process approach; The desirable result is reached more effectively when activity
(transportations, etc.) and appropriate resources of the company are managed as a

process.

The system approach to management; Detection, understanding and management of
interconnected processes as a system promote productivity and efficiency of the

company in achievement of its purposes.

Constant improvement; Constant improvement of activity of the company as a

whole should be considered as its eternal purpose.

Decision-making based on facts; Effective decisions are based on the analysis of

data and information.

Mutually advantageous relations with suppliers; railways and its suppliers are
interdependent and mutual benefit relations increase ability of both parties to

create values.

4. Corporate Quality Management System (CQMS) in JSC RZD

The analysis of QMS principles allows drawing a conclusion, that their realization is a
difficult complex project aimed at improvement of production processes, activity of directors
and personnel, interaction of the company with customers and partners for improvement of
quality of production and provided services. The QMS provides creation in management
personnel and at enterprises of JSC RZD of few structures (departments, sectors, councils) for
management and coordination of activity in the field of quality, as well as service of internal
audit in which employees of these enterprises are involved. The main subjects of management
in QMS are interested directors of all levels and staff which activity is connected with
maintenance of quality of products and services. In well working QMS issues of quality are

matter of vital importance for all staff.

According to ISO 9001:2000, the QMS is a part of general management system and purposes
and policy in the field of quality should comply with organization purposes. On the other
hand, the QMS is the universal tool of maintenance of quality of any administrative solutions,
including formation of the organization purposes. Therefore, in JSC RZD it is necessary to
create quality management system not only at the line enterprises but to build the corporate

system of quality management covering all levels of management from top to down, from
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central staff of JSC RZD to its structural divisions, affiliated and subordinate companies. Now
there is a concept which contains basic principles of methodology of development and
introduction of corporate quality management system in JSC RZD on the basis of
international standards of 1SO 9000 series.

The project approach to creation of CQMS provides determination of results (objectives)
which can be achieved by introduction of this system as well as modeling of variants for
achievement of these results and selection of best of them. Achievement of result by
implementation of CQMS is based on stabilization and improvement of processes,

development of their interaction and improvement of resource maintenance (see Table 1).
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Generalized results and economic effect of CQMS implementation

Improved processes

Economic effect

components

Generalized

economic effect

1. Improvement of quality and competitiveness of transport services

Improvement of interaction of
of

and maintaining processes

processes transportation

Increase of value of services and

work. Increase in share of the
market of transport services
(acquisition of additional
customers)

Increase in incomes and

profitability

2. Reduction of nonproductive activities and increase level of implem

entation practice

Improved organization of

interaction with customers

Reduction  of  nonproductive

expenses. Growing labour
productivity. Saving of material

and human resources

Cost price decrease

3 Reductions of time and improvement of quality of management dec

ision making

Regulation of staff activity.
of

administrative and production

Improvement

processes

of

measures for control of faulty

Improvement preventive

work. Reduction of time for

elimination of noncompliances

Reduction of losses and

saving of working costs

4. Increase of transparency of activity of the company and its investm

ent appeal

Regulation of management

processes. Improvement of

system of training of directors

Expansion of  activity in
international markets of transport
services. Attraction of external

sources of financing

Increase of income and

profitability

Owing to structural complexity of management of JSC RZD, some strategic variants of

CQMS creation can be defined (see Table 2); each of those provides achievement of various

results. The comparative analysis of the shown variants of development and implementation

of CQMS allows concluding that the 4™ variant, which accumulates advantages of all

specified strategies and lays emphasis on improvement of the general system of management

of the company, is preferable.
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The main principle, on which functioning of the created quality management system is based,
is the process approach. In the company the mechanism of achievement of high quality of
technical processes on the basis of formation of system of consumers and manufacturers of
internal services that will provide creation of system of working relations management
preventing from deviations in realization of intermediate operations resulting in poor-quality
service of customers. Creation of effective quality management system in the company will
demand the maximum involvement of all employees into process of creation and functioning
of the system as well as increase in share of employees with leadership abilities, capable to
work most dynamically, creatively, to create and organize work of teams for implementation

of specific projects.

Development of leadership system will become one of directions of long-term development of
the company staff and even at the initial stage will provide involvement and participation in
construction of new system of work of both top management and company management at all
management levels. Each employee of JSC RZD within the limits of official duties should
have possibilities, conditions, methods, which is the main thing, and incentives for creation of
quality products and services. For this purpose the company will build the appropriate system
of staff motivation in which criteria of estimation of quality of performed work, responsibility
and appropriate incentives for achievement of required degree of quality will be well defined.
Implementation of QMS in domestic enterprises is carried out, as a rule, by one of first three
variants (see Table 2) depending on complexity of the enterprise and presence of subordinated
branches. From among the domestic enterprises which obtained certificate of compliance of
QMS to requirements of 1SO 9001:2000, according to experts, only 20 % have achieved real
improvements. The main cause of low efficiency of certified QMSs at the enterprises is
insufficient coordination of these systems with the general management as scope of QMS
does not cover processes of preparation and making of management decisions. Experience of
“Railways of Germany” confirms necessity of adjustment of all system of corporate
management during implementation of QMS that complies with the fourth variant. Such
approach allowed this company in a period from 1993 to 2000 to increase 15 % of cargo
turnover and passenger turnover to raise labour productivity by 2.5 times. At the Russian
enterprises, which had successfully implemented QMS, economic indicators improved on the

average level by 15-20 %.



58

Table 2 Variants of creation of CQMS in JSC RZD and expert judgement of their
effectiveness.
Variant | Variant of implementation of | Achieved results
No. CQMS
1 CQMS is implemented in line | 1) Regulation of internal activity of the enterprises
enterprises
2 CQOMS is implemented in | 2) Adjustment of procurement processes
management structures of the | 3) Formation of partner relations on all chain of
company management
4) Regulation and reduction of control checks,
audits, commission surveys
3 CQMS is implemented in |5) Improvement of quality of target products and
management structures of the | services, attraction of new customers
company (on all chain of | 6) Reduction of non-productive costs by “putting
management) and in line | everything in order”
enterprises 7) Increase of labour productivity by regulation and
formation of constantly operating system of staff
motivation
4 CQMS is implemented by the | 8) Increase in output of investment projects by

third variant with adjustment
of  corporate management
system of JSC RZD on the
basis of ISO 9000 principles
ISO 9004

recommendations

and

reasonable target-setting and planning of activity for
achievement of goals

9) Labour productivity increase by decentralization
of management by delegation of powers to branches
and structural divisions of the company

10) Expansion of scope and increase of efficiency of
transport business by improvement of marketing
and reasonable target-setting.

11) Reduction of administrative staff by adjustment
of activity and elimination of backup links

12) Maintenance of improvement of all indicators of

activity
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5. Implementation of CQMS by the Example of the Northern Railway

Implementation of the corporate integrated quality management system (CIQMS) of JSC
RZD is described by the example of the Northern railway. In the course of development,
analysis and implementation of the QMS on the railway application of models, methods and
instruments of management are planned, such as:
e integrated system of evaluation of indicators of activity during project
implementation
e innovative process of improvement with attraction of soilid investments
e continuous process of improvement in which all project areas - top managers,
medium-level managers and workers are involved
e policy management, including intentions, objectives and priority approaches
should focus attention on formation of unified objectives of divisions by procedure
of their coordination at different levels

e strategy of detection and elimination of losses in resources

Practicing of methodology will be applied, firstly, in railway equipment (test area), including
all elements of production cycle — maintenance, repair of rolling stock, equipment,
infrastructure etc. Creation of quality management system of railway complex is a basis of
quality management system of the Northern railway, which by growth and expansion will
embrace other kinds of activity and railway divisions. The program of the project

implementation includes:

1. Organization stage
e Order on development and implementation of QMS;
e Formation of Coordination council for quality;
e Training of directors and experts of QMS, including internal auditors;
e Analysis of management current system for compliance with requirements of ISO
9001:2000.

2. Development of organizational structure and production basis

e Placing of orders for development of projects;
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e Development of production basis;
e Formation of human resources taking into account infrastructure of railway
complex;

e Formation of quality management structure.

3. Formation of modules of processes and documentation of QMS
e Development of quality instructions, definition and description of processes;
e Development of system of interaction with suppliers according to requirements of
ISO 9001:2000;
e Development of system of internal audits, motivation and involving of staff;

e Development of criteria of estimation of process efficiency.

4. Evaluation of conformity QMS to ISO 9001:2000 requirements and working out of the

program of further development

5. Notification of certification agency about readiness of QMS to certification

6. Implementation of QMS on the Oktober Railway

In world practice, there are few examples of implementation of QMS in the companies of
such scale and complexity as JSC RZD. According to policy of achievement of strategic goals
taken by the management of JSC RZD Scientific Research Institute of Quality Management
in Railway Transport together with consulting firm “Conflax” (Saint Petersburg) in 2004
began implementation of international standards 1SO series 9000 in several line enterprises of
the Oktober railway. Four line enterprises of the Oktober railway got the status of pilot
enterprises: Locomotive depot TCh-8, Wagon depot VChD-8, Motor car depot TCh-10 and
the Moscow station.

According to the contract on creation of QMS at the pilot enterprises of the Oktober railway,
performance of work in full was planned for one or two years. It should be noted that it is the
shortest term for implementation of such a difficult organizational administrative innovative
project what introduction of ISO series 9000 standards actually is. As the world experience

shows, this work requires more time, especially for the enterprises beginning creation of



61

quality management system according to requirements of these standards, so to say “from

point zero”. Complexity of work was aggravated with two more circumstances:

1. The decision of introduction of standards was initiated by management not of the line
enterprises, but of the Oktober railway. Such approach was for pilot enterprises of not
voluntary but compulsory nature, which is contrary to main principles and market
ideology of ISO standards.

2. Preparation of QMS to certification was included in the plan of work. It resulted in the
fact that certification of quality management system was wrongly considered as the
final goal of work. Being the instrument of objective estimation of compliance of
QMS of an enterprise with requirements of ISO 9001:2000, in itself certification
cannot be the basic purpose of introduction of ISO standards. Improvement of quality
of their services and creation of preconditions for improvement of the general control

system of JSC RZD should become such purpose for the line enterprises.

According to the approved plan of work in 2004 preliminary check of management systems
operating at the pilot enterprises for compliance with 1ISO 9001:2000 was conducted. Results
of this check showed that control systems of all pilot enterprises do not meet many of
significant requirements of 1SO 9001:2000. In particular, all enterprises have no policy and
objectives in the field of quality, system processes are not identified, structure and
composition of documents of quality management system are not defined, there is no quality
service or required documentary procedures, internal auditors of quality management system
are not trained, etc. The first action carried out at the pilot enterprises by experts of Scientific
Research Institute of Quality Management in Railway Transport according to approved
schedules of work was training of top management. The carried out training of management
and staff informing allowed starting identification of QMS processes and construction of

process model at the enterprises.

In March 2005, at all pilot enterprises the structure of QMS internal documents was defined
and schedule diagrams of their development were established. The centralized training of
experts of the pilot enterprises on the course “Internal audit of QMS” was organized. Trained
experts obtained certificates confirming their right to perform functions of internal auditors.
Appropriate programs were developed for carrying out of internal audits at all enterprises.

Carrying out of pre-certification audit at the pilot enterprises became a significant step to
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development of auditor activity. For carrying out of pre-certification audit at each enterprise
the detailed plan of audit was prepared in which as criteria of audit requirements ISO 9001
were used, and as objects — top management and nearly all services of the enterprise. During
audit all noncompliances were detected and recorded. According to the report showing results
of audit, general estimation of condition of quality management system and recommendation

for its improvement were made.

During analysis of efficiency of development and implementation of QMS at the pilot
enterprises in December 2005, it was noted that development of QMS is conducted with high
degree of intensity and actual results were achieved for rather short period of development.
The performed analysis showed that experiment of implementation of QMS at the pilot
enterprises had proved its value. Creation of QMS at the pilot enterprises proved basic
possibility of use at the enterprises of JSC RZD of ISO international standards. Carrying out
of this work allowed to detect problems typical of the majority of the line enterprises, in terms
of requirements of 1SO standards which soultion is beyond possibilities of these enterprises. It
should be noted that implementation of quality management systems meeting the
requirements of international standards ISO series 9000 is one of key conditions of the

Concept of improvement of management system developed now in JSC RZD.

In April 2009, it three years from the date the Oktober railway began implementation of
quality management system (QMS). The preparatory period, which took 14 months, came to
the end with certification of six base locomotive depots in July 2007. On the railway the
quality policy according to mission of JSC RZD and strategy of development of railway
transport at are worked out, the objectives of QMS in 2007 and in 2008 in segment of repair,
maintenance and operation of locomotives were defined and reached. Preparation for
implementation on the railway of the integrated management system including standards of

labour safety, industrial and ecological safety is now conducted.

The work showed that at the first stage the quality management system should be
implemented in the most significant processes of JSC RZD where economic losses are
maximum, i.e. not only in railway equipment (test area) but also in repairs, procurement,
management of finance, projects and programs, quality of services in freight traffic, quality of
performance of budgets of all levels as well as in transportation process in management of

classification yards, freight and port terminals.
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7. Results of Implementation of QMS in JSC RZD, Opportunities

In case of implementation of quality management system in large corporations there is always
a risk that great work of modernization of business processes of the company, improvement of
staff motivation for quality performance of technical processes, introduction of modern
principles of management in the companies, turns into competition in obtaining of quality
certificates, that by no means brings the company to the strategic objective - to become the
highly effective and competitive company. As the world experience shows, quality
management systems allow with higher efficiency to provide achievement of strategic
objectives and promote business development. Besides, in relation to interested parties the
quality management system of JSC RZD is designed to provide new quality not only of
services in transportation, but also new quality of the company. In relation to the company
and the state it means: increase of transport coverage of the country, meeting of growing
demand in transportation of economy and the company; increase of macroeconomic
efficiency of railway transportation, decrease in transport load of economy, stimulation of
economic growth; acceleration of social development by growth of mobility of the population,
strengthening of social and economic unity of the country. For consumers - increase of
transport availability and quality of railway transportation; possibility of non-discriminatory
access to railway infrastructure and conducting of own business in the field of rail
transportation and associated work and services; transparency of formation and predictability
of railway tariffs, their relative decrease for the end consumer. For JSC RZD and its
employees — operation efficiency increase; increase of investment appeal and, on the basis of
it, modernization of material basis, decrease in capital consumption; increase of real wages of

employees, social status and prestige of work in the company.

Quality management systems can also help JSC RZD to improve customer satisfaction.
Customers need transportation which characteristics would meet their requirements and
expectations. That is, it should be safe, secure and cargo should be delivered in time. In any
case the transportation acceptability is finally defined by the customer. As requirements and
expectations of customers’ change JSC RZD is also under pressure caused by competition and

technical progress, it should constantly improve quality of products and processes.
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Abstract

In this paper, as an alternative system a wheel-rail a magnetic suspension is considered, because in spite at the
great number of directions of scientific searches of new types of high-speed transport, only the system wheel-rail
can be used in the next 10-20 years for commercial purposes for carrying passengers with speeds over 250 km/h.

Keywords: system a «wheel-rail», magnetic suspension, «magnetic levitation», abbreviated Maglev, Russia,
Finland

AHHOTANMA

B Hacrosimieit cratbe B Ka4ecTBE aJIbTEPHATHBBI CUCTEME KOJIECO-PEJIbC pacCMaTPUBAETCS MarHUTHBIA MOJBEC,
TaK KakK IPU MHOXKECTBE HalpaBJiIeHUH HAYYHBIX TIOMCKOB HOBBIX BHJIOB BBICOKOCKOPOCTHOTO TPAHCIOPTA JIUIIb
9Ta cUCTEMa MOKET OBITh B OJMKaWIINe JECSATWICTHS HCIIOJIb30BaHAa B KOMMEPYECKHMX LEJSX IS IePEBO3KU
MAacCaXKMPOB CO CKOPOCTAMH cBbitiie 250 km/d.

KiroueBble ci10Ba: crcTeMa «KOJECO-PENbC», MATHUTHBIN MOJIBEC, KMarHUTHAS JIeBUTAIusL», Marnes, Poccus,
Dunnauausa

1. Introduction

Over the semi-centennial history of high-speed passenger land transport railways on the basis
of the traditional system a wheel-rail demonstrated many competitive advantages over other
types of passenger communications. Among these advantages are speed of delivery of
passenger, comfort, safety, environmental friendliness and economic efficiency. At distance
of a journey 300-800 km and durations to three hours, high-speed railway magistrals (HSM) —
where they are built, almost completely displace out of the logistic chain of passenger

transportations air and road transport.

However, these results of HSM and systems a wheel-rail does not stop the process of search

of alternative. Science and technological progress do not stand still. Perhaps, for high-speed



66

transport at the beginning of the third millennium may be offered another framework, yet
more rapid, economical, safe? Such a question is asked first of all in countries which have not
yet established its network of HSM, and who are at the stage of choice of main technical
parameters and the initial stages of design, Russia and Finland among them. At meetings in
JSC «RZD» and the Ministry of Transport of Russia in recent years, the participants
periodically are returning to the question of a basic platform for high-speed passenger
network. In his speech at the scientific-technical council in April 2009, the President of JSC
«RZD» — V. I. Yakunin called the HRM «new type of transport, not previously existing in
Russia». At the same time the system a «wheel-rail», which is the basis for building networks
of HSM, is used to transport almost two centuries. Can a fundamentally new mode of

transport based on the old basis?

In this paper, as an alternative system a wheel-rail a magnetic suspension is considered,
because in spite of the great number of directions of scientific searches of new types of high-
speed transport, only the system wheel-rail can be used in the next 10-20 years for

commercial purposes for carrying passengers with speeds over 250 km/h.

2. Magnetic Suspension and System of “Wheel-Rail”

Under term «magnetic suspension» (or «magnetic levitation», abbreviated Maglev) presently
understand two systems, using the different technical methods of creation of levitation. In
Germany, an electromagnetic suspension system based on the principle of attraction located
on the carriage of electromagnets to ferromagnetic rails was developed. Corps of the crew
covers the waypoint structure so that the electromagnets are under the rail and on each side of
it (the last for the transverse stabilization of the crew). Thus, the electromagnetic suspension
is carried out fact under the track structure. For the operation of this fundamentally
unsustainable system powerful and high-speed automatic current regulator of windings of
electromagnets based on the latest computers are designed. System of the electromagnetic
suspension requires the highest precision construction and erection works (a tolerance of 1

mm), because an air-gap at hanging makes only 10-20 mm.

In Japan, the system of electro-dynamic suspension using force, repelling train from the path
and raising it was adopted. The advantages of this class of brackets are the stability of the

spatial confinement of the crew and less stringent requirements for the design track structure,



67

because an air-gap at hanging is 150-200 mm. However, the system requires more powerful
superconducting magnets, and wheels (commonly used pneumatic) for motion of train on low
speeds, when the electromagnetic forces are not big enough for hanging. Driving and braking
force in both systems of the magnetic suspension, implemented by linear motors, is the stator
which is mounted in the ground trestle. For comparison with the system a wheel-rail
electromagnetic and electro-dynamic suspension are discussed below as variety of
construction of magnetic suspension. For convenience of comparison information is given in

a brief, concentrated table form.
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Table 1. Comparative characteristics of high-speed passenger land routes on the basis of
the systems wheel-rail and magnetic suspension.
Wheel-rail Magnetic suspension

Stages of development of the systems in the

world and the realized projects

The special speed railway rolling stock
was developed yet on steam traction from
the end of a 19 age. Absolute record of
train on steam traction - 202 km/h

(England, 1938y.).

Since the early 30-ies of the twentieth
century in many countries speed trains
were developed on thermal, gas-turbine
and electric traction. The record speed by
the beginning of the 90 years has
exceeded 500 km / h, in the present - 570
km / h (France).

In 1964 year commissioned the first
specialized
magistral (HSM) Tokyo - Osaka length of

high-speed passenger
515 km. Successful experience of its safe
and effective exploitation served a shove
for creation of analogical networks of
HSM in many countries of the world. In
the middle of 2008 general operational
length of HSM in the world exceeded 10
thousands of km [4].

Polygon of exploitation of high-speed
trains in view of the reconstructed high-

speed lines - more 25 thousands km.

1922 — the first ideas and the beginning of studies of

the magnetic suspension in Germany. [1], [5].

1934 — basic patent for a magnetic suspension was

obtained.

1969 - in Munich, the first prototype model trains in

the magnetic suspension was created.

1971-1977 — in Munich, the first test ring 2,4 km was
built , speed of the train had reached 258 km / h.

1977 — first 7 km test polygon in Japan was built, on
which during 20 years crews on the magnetic
In 1979
at the polygon reached the speed of 517 km / h. To

suspension of four generations were tested.

date, the polygon is finished building a to 18,4 km.

1988 - test polygon in length 31,5 km and costing
more than $ 1 billion built in Emsland, Germany.[2],

(51, [7].

1994 - the government of Germany has approved
idea of building 290 km of line Berlin-Hamburg by a
cost 10 milliards of brands and planning began
(1996). Work suspended for financial reasons.

2001 - beginning of pre-work to establish lines of
Munich-Airport, Munich - Central Station (37.4 km)

2001 - beginning of pre-work on the line Tokyo -
Osaka in connection with the exhaustion of the
capacity of the railway HSM (in peak-hours Skipping

to 11 pairs of trains per hour).
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2002 - Start of operation of the first commercial line
of Shanghai - Pudong Airport, 30 km long and cost
1.2 billion dollars.

Germanic system «Transrapid».

The road is built on the basis of

Research and development in the USSR and Russia in recent decades

1988 - The

environmentally clean

program  «High-speed
transport», in
which the task of establishing in the
USSR high-speed

passenger traffic at speeds up to 350 km /

rail transport for

h was adopted.

1991 - research project HSM Center -
South was approved and the technical
feasibility of building the main section of
this highway Leningrad - Moscow has
been developed.

1992-2001 - the creation of RAO «HSM»
and CDB
«Sokol» with design speed of 250 km / h.
The
developed the maximum speed 236 km/h.

[2].

2008-2009 - the certification tests of

«Rubin» high-speed train

pre-production model of train

high-speed train «Peregrine», built by
In the tests 2 May 2009 the

record speed of 281 km / h was reached.

«Simens».

1970-1980 y.y. - Theoretical studies of the role of the
magnetic field of linear asynchronous traction motors
in the efforts of levitation conducted in Leningrad,

Kiev, Dnipropetrovsk, Donetsk, Novocherkassk, [5].

1976-1993 vy.y. - VNIIPItransprogress
INC «TEMP»)

Moscow region were working to build and test on the

(after
reorganization in  Ramenskoye,
polygon of domestic transportation system for
magnetic suspension [10]. The model of experimental
crew was created for the suburban Moscow-

Sheremetyevo [2].

The works were stopped due to the termination of

funding.

Passenger traffic

Over the period 1964 — 2000 y.y. by SHM

carried 6 billion passengers.

In 2006, having 0,9% of the total length of

railways of the world, HSM had

On the German test polygon in Emslande for 20 years

more than 0,5 million passengers was transported.

In the line of Shanghai - Pudong for the first 3 years

8 million passengers was transported.
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performed 7,3% of the total passenger

traffic.

Safety of exploitation

Exploitation of the HSM showed their
100% security, i.e. on these highways for
43 years one passenger was not perished

(excluding cases of terrorism).

In the history of the development of magnetic
suspension - the collapse of the pilot trains in
Germany (September 2006, died 23 people) and a fire
on a train in China (August 2006, there were no
casualties). The reasons in both cases recognized as
«human factor», weaknesses in systems management

and automation of security.

Speeds

Record values — 574,8 km/h (France).
Realized commercial speed - to 300-
350 km/h. This speed

recognized as the best, taking into account

limit is now

economic, environmental and social

causes.

Record values — 581 km/h (Germany).
Realized commercial speed — to 430 km/h. [1], [2].

The project speed for a commercial line of Munich

center - airport - up to 350 km / h.

Comparative parameters of trails

Radiuses of curves are a 5500...7000 m
(at speed to 300 km/h).

Maximal slopes of longitudinal profile —
30...40%o.

R of vertical curves are 25...40 km [2],

[4], [6].

Relatively smaller radius of curves due to the
possibility of more cross-slope (at a maximum speed
of 300 km / h the estimated radius of the curve make
2800 ... 3300 m).

Maximal slopes of longitudinal profile can

theoretically reach 100 %o.

The
overpasses and tunnels is equivalent to the territory

required Territory for the construction of

for laying the railway line and a 30 ... 50% less than

needed for the construction of the highway [2], [7].
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Noise

The width of a protective zone for
residential for motion of trains at speeds
of 300 km / h should be 250 ... 300 m, and
when the trains moves at night — 500 ...
1000 m. In areas of large towns and the
entrances to the city for reduce the
country traversed by railway, cut,
including the overlap, and tunnels can be

used.

With the same level of velocity noise level is much
lower than that sistem wheel-rail does not exceed
standards for residential development and does not
require a protective zone to the speed of 250 km / h.
At speeds over 250 km / h the aerodynamic noise

would require the use of protective equipment [8].

Electromagnetic influence (magnetic induct

ion)

The special protective measures are not

required.

Inside the car protective screens provide the level of
the magnetic field of 100 mT (the natural background
of the Earth is 50 mT and the background of a color
TV is 500 mT).

railway international standards are provided [8].

Outside of the construction of

Cost of building and exploitation

Construction 1 km HSM costing 12-30

million euros. [4].

Average cost of the current contents of
1 km of HSM is 70 thousand euros per
year, cost of maintaining one high-speed
train is 1 million euros per year with
mileage of 500 thousand kilometers per

year.

Construction 1 km line of Shanghai - Pudong Airport
worth $ 40 million. In new projects the Chinese
engineers plan to reduce the cost of a 1 km in two
times (all ground infrastructure the Chinese are
building themselves, buying technology, equipment

and rolling stock in Germany.

Cost of 1 km of track in project Munich Center — the

airport is 49,5 million euros [8].

In the mountainous and cramped conditions at the
expense of more flexible parameters of the magnetic
suspension tracks the difference in capital investment

with a system of wheel-rail is significantly reduced.

In addition, should assess the value of «know-how»,
because Russia does not have its own technologies of
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construction of lines and rolling stock on the

magnetic suspension.

Estimated operating costs associated with the
movement of trains in Munich will make about 0,2
USD per 1 passenger-kilometers. [8]. Cost of content
the permanent device is relatively small because of
practical absence of wear. The main component of
the costs - energy, therefore at the increase of
distance of journey the cost of passenger-km goes

down insignificantly.

Prospects of development

On the prognoses of International Union
of railways to 2025 in the world will be
exploited 36 tkm HSM [4]. Building of
pilot VSM is conducted in PEOPLES
Republic of China, Turkey, project works
on new highways are conducted in the
USA, Brazil, Argentina, India, Russia and

many other countries.

In Japan, the double-tracked polygon is completed to
42,8 km. In Munich, is designing and seeking
funding for the project Munich Center — Airport 37,4
km in length and cost 1.85 billion euros.

In China, by the construction line of Shanghai —
Changzhou length of 170 km and $ 4 billion, and
Shanghai — Beijing length of 1200 km $ 22 billion is

planned.

3. Conclusions

Comparative advantages and disadvantages of high-speed passenger transport on the magnetic

suspension and on the basis of wheel-rail make it possible to identify the most appropriate

scope of each of the systems. Magnetic suspension softens the limits of design in the plane

and profile, provide greater operating speed, high level of comfort for passengers due to the

smoothness of motion, a significant reduction in traffic noise of the train. The most significant

deficiencies of transportation systems on magnetic suspension, besides the obvious is

currently higher cost of construction and operation, should include incompatibility with the

existing network of conventional railways, as well as the lack of significant experience in

their construction and the safe efficient operation, not only in Russia but also in world.
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Therefore sufficiently obvious, that first in Russia high-speed passenger Railway Saint
Petersburg — Moscow must be created on traditional basis wheel-rail, that will allow in future
with the least expenses of facilities and time to build strategically necessary for our country a
high-speed transport network. Transport in magnetic suspension is most advisable to use as a
supplement to the rail system wheel-rail. It may be short corridors with greater stability of
passenger traffic, allow the installation of a sufficiently high cost of travel (up to 1-1.5 Euros
per 1 km). Such cases should include the line to transport passengers to the airports,
especially in the exhaustion of the capacity of other modes of transport (road and rail) as well
as having recreational and tourism value, particularly in confined and mountainous terrain (for

example, sea and ski resorts).

In Russia, under the criteria come first line center Moscow — Sheremetyevo Airport,
Domodedovo Airport, St. Petersburg Center — Pulkovo Airport, Ekaterinburg Center -
Airport Koltsovo; Center of Sochi — Adler Airport-Krasnaya Polyana. The latest project at the
Olympic Games will also enhance the international prestige of Russia and its transport sector.
In Finland, the line of Helsinki Center — Vantaa airport can become a pilot transport project

on the basis of magnetic suspension.

It is time to renew the research, including fundamental, in the field of transport projects on the
magnetic suspension. The practical use of superconductivity, the creation of new
nanotechnology-based materials with desired properties can soon qualitatively to reduce
energy consumption and cost of equipment in maglev systems. Then, in the history of this

transport of the future will begin a new phase.
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Abstract

In article idea of changing the permit process for oversized transportation is described. Comparative analysis has
been made in two cases: in Finland and in Russia. In Finland there is possibility to prepare all needed
documentation by experts of main railway company. In Russia situation is still not the same. Recommendations
for changing this structure are given.

Keywords: large-sized cargoes, motor transport, railway transport, Russia, Finland

AHHOTAIINA

B cratbe omuchIBacTCS WIS WM3MECHEHHS IIpolecca pa3pabOTKH TEXHOJIOTHYECKON JIOKyMEHTAIUU IS
KpyIHOTa0apUTHBIX Tpy30B. CpaBHUTEIBHBIN aHATU3 ObUT cAeNaH B JABYX ciiydasx: B Ounnsaauu u Poccun. B
OUHISHINY CYIIECTBYET BO3MOXHOCTH IMOJATOTOBHUTH BCKO HEOOXOMUMYIO TOKYMCHTAIMIO CHJIAMH KEIC3HOU
nmopord, B Poccuu Tpy300TIpaBUTENb CAMOCTOSATEIIFHO BBIHYKICH TOTOBUTh BECh KOMILICKT JOKyMEHTaIuu. B
CTaTbe JaHBI HEKOTOPBIC PEKOMECH AN TI0 M3MEHEHUIO TEXHOJIOTHH 3TOH Pa3paboTKH.

KiroueBble cjioBa:  KpymHeorabapuTHBIE TPY3bl, aBTOMOOHMIIBHBIN TPAHCIIOPT, JKEIE3HOAOPOKHBIA TPAHCIIOPT,
Poccust, Ounnauausa

1. Introduction

Lately there has been a tendency of increasing the transportation of large-sized cargoes across
Russia and the CIS countries. It is caused by the economic revival of Russia and the CIS
countries. Economy growth leads accordingly to the growth of building new factories and
reconstruction of the large industrial enterprises in all cities which, in turn, require
transportation of large-sized cargoes (turbo - and hydrogenerators, details of steam and gas
turbines, transformers, steam boilers, nuclear reactors, ferro-concrete blocks, equipment on
wheels, etc.). As an example it is possible to note the construction of large car assembly plants
in Saint-Petersburg region. Even in conditions of ongoing crisis there are still many projects
that will “collect” oversized cargoes nearby. Many of these projects will proceed

independently from any crisis.
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Development of transportation in the field of interstate trade promotes increase in
transportation of similar cargoes at the international level. An example is the industry of St.-
Petersburg which, in turn, is strong in mechanical engineering. It is enough to mention such
plants as Izhorsky, "Electrosila®, "Turboatomgaz". The considerable share of their production
is export orders, for example, for the development of power engineering of China. The
railway transport is the basic carrier of large-sized cargoes; its share is more than 60 % from

all transported large-sized cargoes on territories of the Russian Federation and the CIS.

2. Large-Sized Cargoes

According to the instruction on transportation of oversized and heavy cargoes on railways of
the state-participants of CIS, the Latvian Republic, the Lithuanian Republic, the Estonian
Republic DCH-1835 confirmed at the thirtieth session of the Council of railway transportation
on October, 19th, 2001: «Cargo, including packing and fastening, is oversized if it is placed
on the open rolling stock which is on a straight horizontal permanent way and at combination
of a longitudinal vertical plane of symmetry of the car with an axis of a railway track, it
exceeds an outline of the basic dimension of loading, or its geometrical carrying out in curves
behind the limits of the basic dimensions of loading exceeds geometrical carrying out in
corresponding curves of a standard car (a standard car is a car with a frame length of 24
meters and base of 17 meters)».

Growth in demand for transportation of large-sized cargoes leads to the growth in supply in
this sphere of services, and every year it is more and more difficult for the railway transport to
compete with other types of transport. It is caused by a number of problems to be solved in
this area. Along with the technical condition of tracks, bridges and an out-of-date rolling
stock, there is a problem in document circulation, delivery terms, difficulties in making and
coordination of drawings, the working documentation and technology of reception and the
process of the organisation of transportation of large-sized cargoes as a whole. As an example
it is possible to compare transportation of large-sized cargoes by rail and by motor transport.
These types of transport possess the advantages and disadvantages. The advantages of motor
transport are:

- as well as in other kinds of transportation, a door —to- door technology is carried

out;
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- aset of firms, rendering services;

- alarge fleet of cars and the trailers for transportation;

- the absence of necessity to make and co-ordinate drawings;

- the absence of restrictions on a dimension and weight of cargoes;

- and, at last, the most important advantage today is delivery term.

The disadvantages of motor transport are:
- low safety;
- the absence of possibility of long-distance transportation;
- the high cost of transportation;
- the dependence on weather conditions (seasonal prevalence);
- the difficulty of drawing up a route as not all roads, bridges and tunnels can be

used transportation of large-sized cargoes.

The advantages of railway transport are:
- the possibility of long-distance transportation;
- high safety;
- the independence of weather conditions;

- the low cost of transportation.

The disadvantages of railway transport are:
- the shortage and a bad condition of car fleet, conveyors;
- the existence of dimension and weight of cargo restrictions;
- the difficulty of drawing up and the coordination of the working documentation;

- the long term of delivery.

In the modern world the important criteria in any area of manufacture and granting of services
are speed, price and safety. Transportation of large-sized cargoes is not an exception.
According to it as it has been noted above, the most important lack of railway transportation

at transportations of large-sized cargoes are the big terms of delivery.

It is known that term at transportations is time from the moment of application for
transportation. Here also it is possible to add and time necessary for drawing up of drawings,

their coordination in corresponding instances of railway transportation, on what leaves to 40
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% of general time. It is provided three stages of the coordination of transportation of the
oversized or heavy cargo shown to transportation. The first stage of the coordination of
transportation is the preliminary coordination of transportation of cargo. “The demand”
(special document) for the preliminary coordination of transportation within railways of one
state is given by the consignor to railway administration of that state. Thus, for the cargoes
transported on a universal rolling stock with small degree of over sizing of bottom 1-2nd,
lateral 1-3rd, top 1 2nd degree, the demand is represented in regional branches of JSC RZD.
At higher degrees of over sizing and super bulky goods, and also by transportation on demand
conveyors are represented to Department of transportation of JSC RZD. In transportation
cases in the interstate message the demand is represented Department of transportation of JSC
RZD.

The second stage of the coordination of transportation is the coordination the sender of the
technological loading documentation with railway administration of railway of departure. The
technological documentation on transportation of oversized and heavy cargo is developed by
the consignor on the basis of imprisonment before trail and according to the conditions
specified in it and should include:

- the drawing and calculations of placing and the fastenings of oversized (heavy)
cargo executed according to requirements and the Instruction;

- the drawing of a control frame for supercargoes within loading range and cargoes
of the bottom and lateral over sizing of 6th degree;

- the drawing (scheme) of placing and fastening of transport adaptations (transport
equipment) on conveyors or specially equipped platforms in case of planned by the
consignor and their return co-ordinated preliminary after an unloading on station
of initial loading (departure). Thus, if under the scheme fastening of the multi-
turnaround adaptation on empty transport (car) same, as well as at its following
with cargo its description is put to the drawing (scheme) with transfer of requisites

of fastening without calculations only.

On the coordination it is given four copies of drawings of placing and cargo fastening in three
projections, calculations of over sizing, cross-section stability and cargo fastening, a copy of
the document on the preliminary coordination of transportation. The documentation consider

and co-ordinate in services of transportation, cargo and commercial work, a way, a carload
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economy. If cargo has vertical super over sizing involve experts of service of electrification

and a power economy.

The drawings of placing in one copy co-ordinated by railway administration and fastening of
cargoes on conveyors, and also bulky goods on platforms and in semicars of oversizing of
bottom 4-6th, lateral 5-6th degrees and super-dimensional the coordination goes to
Department of transportations of JSC RZD on definitive. The coordination railway
administration of drawings of placing and fastening of cargoes on platforms and in semicars
of oversizing of bottom 1-3rd, lateral 1-4th, top 1-3rd degrees is definitive. Thus, if
transportation single on the drawing the permission to loading to concrete station of
appointment in addition is underlined. On platforms and in semicars of oversizing of bottom
3rd, lateral 4th and top 3rd degrees the railway administration informs Department of
transportations of JSC RZD on the coordination of drawings of placing and fastening of bulky
goods the telegramme or by fax. Besides, after application it is necessary not less than two
weeks for calculation of cost and a transportation route. As a result time for loading and along

the line occupies no more than 25-30 % from the general.

In this connection for the purpose of increase in a share of the railway in this area of
transportations expedient it is represented:

- to organise the centre at JSC RZD and on the basis of each railway which would
be engaged in work directly with the consignor, passing all intermediaries (fig. 1
and 2);

- to equip this centre with the software for drawing up of drawings and calculation
of the necessary data;

- to create a powerful database under already earlier developed drawings and to
provide to this data of the corresponding workers who are engaged in process of
transportation;

- at drawing up of drawings of earlier not transported cargoes to enter them with
explanatory notes into this database;

- as much as possible to simplify search of already existing drawings and
calculations for workers of this centre;

- for the purpose of acceleration of process of the coordination of drawings and
demand consideration it is expedient to accelerate document circulation between

this centre and corresponding departments;
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- to apply bonus discounts to consignors who have addressed directly to this

department, and constant clients and depending on operation time of the consignor
from JSC RZD;
- and, at last, to develop and improve technology of loading, transportation of large-

sized cargoes.

\

The consignor.
The information on
cargo and the
demand for the
preliminary
coordination,

J

—

\

The forwarding agent.
Drawing up and the
coordination of drawings
and the working
documentation,

—

shadowing.

J -

Figure 1. The standard scheme, at work of the client with firms forwarding agents.
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Figure 2. The offered scheme, at work of the client on a straight line from JSC RZD

Conclusions

- terms will considerably be reduced to drawing up and the coordination of drawings

and demand consideration that any more will not be an obstacle at a railway

transportation choice as carrier;

- quality drawing up of drawings as their qualified engineers of this centre owing to

what safety of transportation raises also will make will raise;

- the payment for transportation considerably decreases, as transportation process

will occur without participation of intermediaries;

- the consignor gets rid of necessity to make drawings and to co-ordinate them.
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- Owing to what competitiveness of the railway as much as possible raises and its

share in the field of transportations of large-sized cargoes increases.

Summing up all aforesaid, there is a question, the requirement for centre existence on
transportations of large-sized cargoes, after all, despite uniqueness, complexity and growth of
transportations of such types of cargo is how much justified, all of them still remain not

numerous?
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Abstract

The paper describes the electronic market of innovation and knowledge development on railway transport as
well as E-learning Logistics system which have been created in frame of Lognet project as open training
environment and may accumulate these innovation and knowledge for staff development of different logistics
companies via Internet.
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AHHOTaAUA

B craree ommchiBaeTCSi pa3BUTHE DSJCKTPOHHOTO pPHIHKA WHHOBAIMM M 3HaHUN B cdepe
KENEe3HOJIOPOKHOTO  TpaHcropTa. BHuMaHue — ynensercss  yXe  anpoOHMpOBaHHBIM
MHHOBAallMOHHBIM CHCTEMaM, a TakKK€ OIMCAHHUIO BO3MOYKHOCTEH IPUMEHEHHSI CUCTEMBI
3JIEKTPOHHOI'0 00y4eHHUs! B 00J7aCTU TPAHCHOPTHOM JIOTUCTUKM KaK OTKPBITOW BUPTYaIbHOM
yuebHoi cpenpl. Cucrtema crmocoOHa aKKyMyJUpOBaTh WHHOBAIIMM WM 3HAHHS BEAYIIUX
9KCTepTOB (KaK POCCHUIICKUX, TaK W MEXIYHAPOAHBIX) JJIs MOBBIMICHHS KBaTU(DHUKAIMHA U
pa3BUTHS TEpCcOHaa, PadOTAIONIMX KaK B YAaCTHBIX JIOTMCTHYECKHX KOMITAHUSX, TaK U B
rOCYJIapCTBEHHBIX CTPYKTYpax, 00CITYKUBAIOIIUX >KEIE3HOAOPOXKHBIM TPaHCIOPT.

KioueBble cjI0Ba: 3JIEKTPOHHOE 00pa3oBaHME, 3JEKTPOHHBIN PBIHOK, MPOdhecCHOHAIbHBIN
YpOBEHb, pa3BUTHE IITaTa, THHOBALIUHU, 3HAHUSI.

1. Introduction

The railway transport is one of the major elements of supply chain management not only for
the Northwest of Russia and the whole transport complex of Russia, but also for many
countries of the world, which economy is directly connected with development of railways
and trade. Economic efficiency and development of the Russian railways in modern
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conditions of a global competition in the world markets directly depends on integration and
coordination of the intellectual resources of the research and design organizations, the
professional educational institutions and the industry. Main purpose of such actions are
reception and distribution of new knowledge and innovations, that is high technologies, new
materials and essentially new products, which allow creating the condition for

competitiveness of the Russian railways.

Nowadays from the point of view of country economic development acceleration, the process
of innovation creation and new knowledge reception in Russia are characterized by week
single—minded motivation. That means reception of desirable results during certain time at
expenses of predicted volumes of resources. All can be carried out to the problems of

development of the Russian railways.

Possible way to solve the problem includes a chance to use modern management
technologies. On the basis of information communication technologies Russian and foreign
innovations in railway transportation sphere can be widely circulated. These matters are
considered within the limits of project LogNet, which is a combined project between Russian

and Finnish researchers. Research topics are:

— direct use of innovations and knowledge for development of electronic

business on the railway transport;

— improvement of professional skills of experts on the basis of application of
innovative methods of training (the distance methods, the methods, based on

the application of information-communication technologies, ICT).

2. Electronic Market on Railway

Nowadays the information communication technologies are actively used by the state and
private transport companies, in order to create and optimize business processes and to develop
electronic business. The special part is assigned to such a significant sphere of electronic
business as electronic commerce. Electronic commerce is a component of electronic business

which provides performance of functions of marketing, registration of orders of the goods and
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services, carrying out of payments, a choice and realization of the scheme of delivery of the
goods, realization after sale service through the Internet. At first, the electronic commerce was
used in the railway transport to organize orders and sales of tickets through the Internet. Sales
of electronic tickets started in 2007, and from that time the amounts of sales are constantly

rising.

The electronic trading platform of the transport services, integrated with automated system
ETRAN (Electronic TRANSsport invoice), has been working for more than 4 years in the
Russian railways. The centre of the organization of competitive purchases in the Internet in
2009 opened the electronic trading-purchasing platform, allowing holding competitions on
deliveries through the Internet. On the 30" March 2009 the first demands for competition
among the organizations, which have passed qualifying selection, have been received in
electronic form. Therefore, it is possible to claim, that the information technologies and
electronic commerce are widely used in the Russian railways, and every year they get the

increasing weight in the organization of transportations.

3. Electronic Tickets

There has been a possibility since May 2007 to purchase tickets for a train through the
Internet. To choose a route and pay a trip, web-site of the Russian railways can be used.
Before registration of the order for purchase of tickets, the registration procedure is carried
out. The personal password, which is necessary to remember to be able to view the order
information, is entered. At order registration requisites of a trip and the personal data of the
passenger are brought in offered fields. The person, who is drawing up the order, is
responsible for correctness of requisites of a trip and the personal data of the passenger. If

there are empty seats in the system “Express”, tickets can be purchased:

— from 45 days and before departure of a train from points of formation or a train

turn;

— from 3 days and before departure of a train from way station.
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Ticket sale is carried out:
— on the trains following on territory of the Russian Federation;

— on the trains following in the Union of Independent States (Azerbaijan,
Kazakhstan, Kyrgyzstan, Belarus, Ukraine, Tajikistan, Turkmenistan,
Uzbekistan, Moldova);

— on the trains going to Latvia, Lithuania, Estonia;

— on the trains belonging to companies «I'panag Cepsuc Dxcmpecc» and

«TBepckoil akcIpecc».

Order payment is carried out only by means of bank cards Visa, Visa Electron, MasterCard
and Maestro and via international payment systems Visa International and MasterCard
International. Payment on a bank card is made after the check and acknowledgement of the
order with readdressing on a payment lock of "TransCreditBank". There are only 10 minutes
to make a decision about payment and to input the requisites of a bank card. In case of excess
of established time, the order is cancelled. After order payment, the order form, in which
order number (14 numbers) is specified, is formed. It is necessary to print the order form,
because the ticket will be issued only at its presence. Tickets are issued in booking-office of
the Russian railways or on a registration rack of "the electronic ticket”. In addition, there is a
possibility to issue the ticket by means of self-service terminals. Similar terminals are
established to stations of Moscow, St.-Petersburg and other big cities in Russia. It is necessary
to enter order number and personal data of one of the passengers into the terminal in order (a
surname, a name, a patronymic and number of the document proving the identity). In case of
correct data, terminal prints the ticket. However, the electronic tickets cannot be passed to full
value in Russian railways (system is already operating in passenger air traffic). The problem
is that train conductors do not have mobile terminals for reading a stroke-code from printing

of the electronic ticket and its verification through a company database.

There are certain restrictions while purchasing the tickets:

— ticket sale system through self-service terminals provides to buy tickets to no

more than 4 passenger during one session of interaction;

— ticket sale is made only under "full" and "children's™ tariffs;
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— it is not possible to purchase tickets to international traffic, on trains of
alternative carriers, penniless (for example, under military requirements) and

preferential tickets.

Thus, the given service is calculated via mass consumer and service of the most demanded
directions of trips. However, every year sales of tickets through the Internet is increasing. On
the basis of the data about sales of electronic tickets for the first half of the year 2008 and

2009 the diagram presented in Figure 1 is constructed.

1,4

1,2 -
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Figure 1. The amount of sold tickets.

4. The Electronic Trading Platform of Transport Services

The electronic trading platform of transport services (ETP TS) is the specialized information
system that allows, by means of the Internet technologies, to receive information about
transportations carried out by the Russian railways. ETP TS appeared in 2005, and nowadays
more than 600 organizations and more than 1000 users are presented on it. The users of ETP
TS are offered the following services:

. informing on a dislocation and operations with cargoes, cars and containers;

. preliminary calculation of fare in an operative mode;
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= the check up of the reliability of number of the container or the car;
=  viewing of the news and the services rendered through ETP TS;
" service of acquaintance with a course of complained works;

= the technical user support.

To work with ETP TS the representative of the organization, wishing to receive services of
ETP TS, should make an application on organization registration. After acknowledgement of
registration and reception of the login and the password for an access to the web-site, it is
necessary for representative of the organization to come on ETP TS and to conclude the
contract on use of the ETP TS in the section "Conclusion of contracts”. For the conclusion of

the contract it is necessary:

to familiarize with an existing form of the contract in the section "Samples of contracts";
= to enter the registration data of the organization in the section "Requisites”;

= to make an application on the contract conclusion (the reference "New contract™), then to
download a package of documents on the computer and to issue the contract from its

part in duplicate;

= to send a package of documents in center of the firm trade by the means of the certified

mail, an express delivery service or personally;

= to wait for a notification about the successful coordination of the contract and its signing

by e-mail or by phone.

For the personification of the actions of the staff the user of ETP TS can register some of the
employees and delegate them rights in ETP TS. In this case every employee gets his own

password and his actions are registered in the system.

5. Distance Learning System (E-Learning Logistics)

Specialists and other people who have to work in electronic market can receive needed

information quickly. E-Learning systems can help to organize these processes via Internet in
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any comfortable place at any time. Applying this knowledge via Internet specialists can also

learn to work on the electronic market.

Logistics has an important role in developing the new business in Russian market including
cross border regions (such as for example Saint-Petersburg and Leningrad region — East-West
of Finland). In frame of LOGNET® project the E-learning logistics system (E-LEARNING

LOGISTICS?) have been created for integration and co-ordination of Intellectual resources

and knowledge about railway logistics. E-learning logistics includes:

. Logistics training courses were developed by project experts and researchers from
Finnish and Russian universities, and other research, development and educational
organizations working on that sector (http://lognet-project.ru/moodle/course/index.php)

. Research library (which includes results of LOGNET research, seminars/workshops
results as well articles of project experts from both Finnish and Russian side)

. Training exercises

. Possibility of connection with simulation railway system.

E-LEARNING LOGISTICS was realized on the Open Source Software’> — MOODLE.
Moodle (modular object-oriented dynamic learning environment) is web-based open source
software, which is a course management system designed to help online course management
in schools, universities and companies. Scheme of E-Learning Logistics realization on the

base of Moodle is presented in Figure 2.

! Development of logistics for supplier net models — LOGNET proje(http://www.intermodal-

lognet.euffi/lognetprojectct, INTERREG I1IA

2 www.lognet-project.ru/moodle

* Explanation of Open Source refers to software programs that are distributed with the source code and license
allows user the freedom to run the program for any purpose, to study and modify the program, and to freely
redistribute copies of the original or modified program.




90

server
(Apache)

Trainer's computer

E-Learning
Moodle

Date Base of
e-learning courses

Figure 2. Scheme of realization of E-learning logistics.

Support E-learning logistics consists of specialists from Lappeenranta University of
Technology and Petersburg State Transport University and includes:

. E-learning logistics system administrator

" Group of experts for library and courses support.

After the project finishes E-learning logistics will be supported in order to strengthen the
sustainability. Target groups of E-learning logistics are specialists from October railway
(Russia) and specialists of logistics companies. Another important groups are local authorities
in charge for logistical solutions, local administration in region and municipalities, companies
working on logistics, their subcontractors, agents and research centers. During this project and
training process the project purpose is also to develop other co-operation and networking
among above mentioned groups. There are two types of users in system:

1. The teacher or expert who can create new course, support of this course

developing training materials, training exercises and tests (see Figure 2).
2. The trainer who can do the registration, to choice the course and teacher and study

the training materials (see Figure 3).



91

Figure 3. E-learning logistics.

Lognet E-learning logistics includes courses:

= Basic logistics

= Terminals and warehouses

= |CT on railway and Information Logistics Centers

= Cross border logistic co-operation (about Saint-Petersburg, Leningrad region and Kouvola

region)

» Logistics methods research on the examples of both Logistics centers in Finland as well in
Russia (comparing technology, planning, logistics and product development methods
used in Finland and Russia)

Modern tendencies of logistics development and so on.

After LogNet project realization, project experts and researchers will support E-Learning
logistics in order to confirm project’s sustainability. This also develops know-how and
contents of further training programs for the participating educational organizations. The
teaching materials will be developed utilizing new distance learning methods and e-Learning

material for electronic market development in logistics. Next step for E-Learning logistics
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development could be co-operation with different simulation organization which develops
computerized training systems and dynamic simulation models (training simulators).
Computerized technologies can help in real time to create situations for control, monitor and
optimize the rail traffic necessitates drastic changes in methods and aids for training of a wide
range of specialists. Active training methods will be a good alternative for traditional tutoring

procedures.

6. Conclusions

The growth of the global electronic market and information society shows that E-learning
systems can accumulate the innovation and knowledge in its contents and become important
for specialists. E-learning Logistics can become the open environment of common rules and
principles for specialists in railway logistics as well supply change management and
aggregate of all participants of this process. In the future the E-learning logistics can be

included to Innorail forum.
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Abstract

Although the focus of Moodle project is always on giving educators the best tools to manage and promote
learning, there are many ways to use the system. Moodle has features that allow it to scale to very large
deployments and myriad of students, as well as it can be used for a primary school or an education hobbyist.
Many institutions and organizations use it as their platform to conduct fully online courses, while some use it
simply to augment face-to-face courses (known as blended learning). Many E-learning users enjoy to use the
many activity modules (such as Forums, Wikis, Databases and so on) to build richly collaborative communities
of learning around their subject (in the social constructionist tradition), while others prefer to use it as a way to
deliver content to participants. Moodle is free to download and registration is voluntary. According to
experiences presented in this article, Moodle is an ideal system for transferring academic knowledge to business
people.

Keywords: Moodle, E-learning, logistics learning systems, SCORM, education IT-solutions

AHHOTAINSA

Ipoexr JIOTHET cdokycupoBaH BOKpPYr JIOTUCTHYECKUX WM TPAHCIOPTHBIX MporeccoB kommanuid Cemepo-
3amaga Poccum m IOro-Boctounoit ®uansHauu. OAHAKO OCHOBHBIM (DAaKTOPOM pas3BUTHA JII000H cdeps
JESITEIbHOCTH SIBIISIFOTCS JIFOJ, MX 3HAHMS M yMeHus. IMEHHO MO3TOMY B paMKax IIPOEKTa ObuIa peaqn30BaHa
cucTeMa W CalT [TUCTAHIIMOHHOTO OOydYeHWs] Ha OCHOBe mporpammuoro mpoaykra Moodle. Cucrema
JUCTAHIIMOHHOTO OOYYeHUs] TpeJHa3HaueHa MJIsl JIOHECEHHs B IPOCTOW M yAOOHOH (opMe CIOXKHBIX,
TEOPETUYECKUX MAaTepHaJiOB O COTPYAHHUKOB PA3JIUYHBIX TPAHCHOPTHO-JOTMCTHUECKUII KOMIIaHUIl.
JucraHioHHOE 00y4eHHE AaeT NCUEPIBIBAIONIYI0 HH(OPMAIHIO IS TAIbHEHILIEr0 Pa3BUTHS TEX HapaBJICHUN
JIOTHCTHKH, aKTYaJIbHOCTh KOTOPBIX OYepueHa TpeOOBaHUSIMH PHIHKA.

OObenuHeHNe Ha OJHOM HMH(OPMAIMOHHOW IUIOMIAJKE NIpEICTaBUTEIeH KOMIIAHMH pPa3HBIX CTpPaH IOMOXKET
MOJIHEE MPEACTABUTh BBI3OBBI, BCTAIOIIEE IEpe] JIOTMCTHUKOW B COBPEMEHHOM Mupe. B coorBercTBHM ¢
NOJIyYeHHBIM OIBITOM peanu3auuu npoekra, Moodle sBisercss wuaeansHOW cucTeMod st TpaHchepa
aKaJIeMHYECKNX 3HaHUH B JAETOBYIO CpELy.

KaroueBbie caoBa: Moodle, »smekrponHoe oOyuenne, cucrembl o00yuenus Joructuke, SCORM,
obpazoarensubie UT-permenus
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1. Introduction

E-Learning (also called electronic learning or eLearning) is a term which may be used to
encompass all forms of technology-enhanced learning (TEL), or in some cases very specific
types of TEL such as online or Web-based learning. The term does not have a universally
accepted definition; actually, it has been discussed in the e-learning industry whether a
technology-enhanced system can be called e-learning if there is not settled pedagogical
objectives, as some argue e-learning is: "Pedagogy empowered by digital technology"
(Dublin, 2003; Nichols, 2008). The term e-learning is ambiguous to people outside the e-
learning industry, and even within its diverse disciplines it has different meanings to different
people (Dublin, 2003). For instance in companies, it often refers to the strategies that use the
company network to deliver training courses to employees. Lately in universities, e-learning
is used to define a specific mode to attend a course or study programs where the students
rarely or never meet face-to-face, nor access on-campus educational facilities, because they

study online.

This paper presents the Moodle system and describes how it can be utilized in developing
education industry. Although the concentration is on Moodle system, also other e-learning
methods are shortly presented. Paper is structured as follows: section 2 describes the goals
and benefits e-learning systems can offer. In section 3 we scrutinize the e-learning
technology. Section 4 discusses and carefully presents Moodle system. In section 5 we
present a distance learning course, which was organized via Moodle system. ldeas are

concluded in section 6, which finalizes the article.

2. Goals and Benefits of E-Learning

E-learning method can provide major benefits to organizations, field of education and
individuals. Recent studies have noticed that e-learning improve performance: a 12-year
meta-analysis of research by the U.S. Department of Education found that higher education
students in online learning generally performed better than those in face-to-face courses
(Means et al., 2009). Additionally, the learning method improves students’ possibilities to
access to high-level courses; highly recognized instructors can share their knowledge across
borders, allowing students to attend courses across physical, political, and economic

boundaries. The experts have opportunity of making information available internationally, to
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anyone interested at minimum costs. For example, the MIT Open Courseware program has
made substantial portions of university's curriculum and lectures available online for free.
Furthermore, e-learning provides convenience and flexibility to learners. In many contexts,
students can choose the time and place for learning as the learning sessions are available 24/7.
Learners are not bound to specific day/time to physically attend classes. They can also pause

learning sessions at their convenience.

3. E-Learning Technology

Learning management system (LMS) is a software application that manages the
administration, documentation, tracking, and reporting of training programs, classroom and
online events, e-learning programs, and training content (Ellis, 2009). LMSs range from
systems of managing training/educational records to software for distributing courses over the
Internet and offering features for online collaboration. In many instances, corporate training
departments purchase LMSs to automate record-keeping as well as the registration of
participants for classroom and online courses. Student self-service (e.g. self-registration on
instructor-led training), training workflow (e.g. user notification, manager approval, wait-list
management), the provision of on-line learning (e.g. Computer-Based Training, read &
understand), on-line assessment, management of continuous professional education (CPE),
collaborative learning (e.g. application sharing, discussion threads), and training resource
management (e.g. instructors, facilities, equipment) are dimensions to Learning Management
Systems. Most LMSs are web-based to facilitate access to learning content and
administration. LMSs are used by regulated industries for compliance training. It is also used
by educational institutions to enhance and support classroom teaching and offering courses to
a larger population of learners across the globe. For the commercial market, some Learning

and Performance Management Systems include recruitment and reward functionality.

LMSs can cater to different educational, administrative, and deployment requirements. The
characteristics shared by all types of LMSs include:

e Manage users, roles, courses, instructors, facilities, and generate reports

e Course calendar

e Learning Path

e Student messaging and notifications
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e Assessment/testing capable of handling student pre/post testing
e Display scores and transcripts
e Grading of coursework and roster processing, including wait listing

e Web-based or blended course delivery

Corporate learning, including e.g. franchisees and other business partners, have more specific
characteristics. LMSs are based on a variety of development platforms, like Java/J2EE based
architectures, Microsoft .NET, PHP, and usually employ the use of a database as back-end.
Some systems are commercially developed and have non-free software licenses or restrict
access to their source code, other systems are free and open-source and frequently used. Other
than the most simple LSMs with basic functionalities, cater to and focus on different

educational, administrative, and deployment requirements.

A learning content management system (LCMS) is software for authoring, editing and
indexing e-learning content (courses, reusable content objects). A LCMS may be solely
dedicated to producing and publishing content that is hosted on LMS. A common standard
format for e-learning content is SCORM whilst other specifications allow transporting of
"learning objects” (Schools Framework) or categorizing metadata (LOM). Today many
technologies can be and are used in e-learning, from blogs to collaborative software, e-
portfolios and virtual classrooms. Most e-learning situations use combinations of these
techniques. Especially in higher education, the increasing tendency is to create a Virtual
Learning Environment (VLE), which is sometimes combined with a Management Information
System (MIS) to create a Managed Learning Environment. In VLE all aspects of a course are
handled through a consistent user interface standard throughout the institution.

4, Moodle

Modular Object-Oriented Dynamic Learning Environment (MOODLE) is a free and open-
source e-learning software platform, also known as a Course Management System (CMS),
Learning Management System (LMS), or Virtual Learning Environment (VLE). To work, it
needs to be installed on a web server, either on one of your own computers or one at a web
hosting company. It has become very popular among educators around the world as a tool for
creating online dynamic web sites for the students; it has a significant user base with 52,153
registered sites with 30,176,528 users in 2,770,832 courses (as of March, 2009). The largest
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live Moodle installation at time of writing (Open Polytechnic of New Zealand) handles

45,000+ students and 6,500+ courses registered.

Figurel. Total known Moodle sites

The focus of the Moodle project is always on giving educators the best tools to manage and
promote learning, but there are many ways to use Moodle. The program has features that
allow it to scale to very large deployments and myriad of students, as well as it can be used
for a primary school or an education hobbyist. Many institutions use it as their platform to
conduct fully online courses, while some use it simply to augment face-to-face courses
(known as blended learning). Moodle is designed to help educators create online courses with
opportunities for rich interaction. Its open source license and modular design mean that
people can develop additional functionality. Development is undertaken by a globally
diffused network of commercial and non-commercial users, streamlined by the Moodle

company based in Perth, Western Australia.
Moodle features

Moodle has many features expected from an e-learning platform, plus some original
innovations. Moodle is modular in construction and can readily be extended by creating
plugins for specific new functionality. Moodle's infrastructure supports many types of
plugins:

e Activities (including word and math games)
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e Question types

o Data field types (for the database activity)
e Graphical themes

e Authentication methods

e Enrollment methods

Many third-party Moodle plugins are freely available, enabling to use this infrastructure.

Origin of the name

The word Moodle is an acronym for Modular Object-Oriented Dynamic Learning
Environment. Moodle can also be considered a verb, which describes the improvisational
process of doing things as it occurs to you to do them, an enjoyable tinkering that often leads
to insight and creativity. As such it applies both to the way Moodle was developed, and to the
way a student or teacher might approach studying or teaching an online course. "Moodle" is a
protected trademark. Only Moodle partners get the right to use the trademark to market their
services like Moodle Hosting, Moodle Customization etc.

Supporting Organizations

1. Open University, UK - contributed to Roles, accessibility in 1.8, Quiz (ongoing)
and many smaller things.

2. lstituto Superiore di Sanita (ISS), Italy (especially Daniele Cordella) -
contributed to accessibility compliance to W3C guidelines and Italian law.

3. Microsoft, US - contributed to development of XMLDB.

4. Google, US (Summer of Code) - contributed to development of Admin interface,
AJAX editing and Database activity presets

5. Open Polytechnic, NZ (esp Richard Wyles) - for contributions to Moodle
Network, Stats, PostgreSQL support, and many other things

Deployment and development

Moodle has been evolving since 1999 (since 2001 with the current architecture). The current

version is 1.9.5, which was released in May 2009. It has been translated into 61 different
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languages. As there are no license fees or limits to growth, an institution can add as many
Moodle servers as needed. The development of Moodle continues as a free software project
supported by a team of programmers and an international user community, drawing upon
contributions posted to the online Moodle Community website that encourages debate and
invites criticism. There are some auto install packages to facilitate the installation including
Bitnami, Fantastico, JumpBox and the Moodle package for Debian. Users are free to

distribute and modify the software under the terms of the GNU General Public License.
Specification

Moodle can be installed on any computer that can run PHP, and can support an SQL type
database (for example MySQL). It can be run on Windows and Mac operating systems and
many flavors of Linux (for example Red Hat or Debian GNU). Moodle runs without
modification on UNIX, Linux, FreeBSD, Windows, Mac OS X, NetWare and any other
systems that support PHP and a database, including most web host providers. Data is stored in
a single database: Moodle version 1.9 could use MySQL or PostgreSQL. Version 1.7,
released November 2006, makes full use of database abstraction so that installers can choose
from one of many types of database servers (Oracle and Microsoft SQL Server are two

specific target DBMSes).

Requirements

Moodle is primarily developed in Linux using Apache, MySQL and PHP (also sometimes
known as the LAMP platform). It is also regularly tested with Windows XP/2000/2003
(WAMP), Solaris 10 (Sparc and x64), Mac OS X and Netware 6 operating systems. Support

for PostgreSQL, Oracle and Microsoft SQL Server is also available.

The Hardware requirements for Moodle are as follows:
1. Disk space: 160MB free (min). You will require more free space to store your
teaching materials.
2. Memory: 256MB (min), 1GB (recommended). The general rule of thumb is that
Moodle can support 50 concurrent users for every 1GB of RAM, but this will vary

depending on your specific hardware and software combination. This includes
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hosting limits of PHP or MySQL on a hosting service. The capacity can limit the

number of users your Moodle site can handle.

There are two basic ways to install Moodle: Most Moodlers are used to the installer script but
with Moodle 2.0 you may install it from the command line. By default Moodle includes the
TCPDF library that allows the generation of PDF documents from pages. If you want to run
Moodle on your own computer, please see Installing Apache, MySQL and PHP for step-by-
step instructions for installation on most popular platforms.

Security

All web application software are highly complex, and every application has security issues
that are found from time to time, usually involving some combination of input that the
programmers did not anticipate. Moodle takes security seriously, and is continuously
improving program to close such holes. Moodle is designed and audited to be secure for its

purpose. A security issues/announcements site exists at http://security.moodle.org. Moodle's

current system of roles includes administrators, teachers, and teachers without editing
privileges (sometimes called teaching assistants), students and guests. Each has a clearly

defined set of privileges and cannot act beyond those privileges.

Interoperability

To support content from different sources and multiple vendors' hardware/software solutions,
the LMS should exchange data using open industry standards for Web deployments.
e For enrolment, Moodle supports the use of an LDAP server (e.g. Active Directory),
and the IMS Enterprise standard (via a downloadable plugin).
e For content, there are a number of aspects:
1. Moodle supports the import of Reusable Learning Objects packaged
according to the SCORM/AICC/IMS Content Packaging standards
2. Quiz questions can be exported in the international standard IMS QTI 2
and several other formats

3. RSS newsfeeds can be integrated into a Moodle site or course
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4. Forum discussions, glossary entries and database content can be accessed
as RSS newsfeeds, and therefore integrated into other RSS-capable
websites or systems.

e The use of XML for import/export is standard in Moodle. The "web services"
method of exchanging data with other systems (e.g. via SOAP or XML-RPC) is not
yet standard - but is in active development.

e Currently Moodle already sends an email as notification of a lot of different types of

events, but it can be difficult to manage.

Translation credits

From the very beginning, Moodle was designed to be translated into many languages. Moodle
currently exists in over 60 languages and dialects. New translation projects are starting all the

time.

Users

In addition to the hardware and software requirements, you also need to think about the
capacity of your Moodle installation in terms of the number of users it can handle. There are
two possibilities:
1. Browsing users: the maximum number of users able to browse your Moodle site.
This is the number of computers in your organization or on your course (whichever
IS greater).
2. Concurrent database users: the maximum number of concurrent database users
(needed for Moodle activities such as quizzes). This is the number of users who will
be using Moodle at the same time. In an educational institution, use your

timetable/roster to obtain this figure.

Once you know the number of users and the Moodle installation supports the needed capacity,
you can start to work. The exact number of users depends on your hardware/software/network
combination. Usually the amount of memory installed (RAM) is the deciding factor but a

faster overall processor speed will also help in reducing waiting times for pages to load.



102

Courses

The basic unit of organization is the course. Each course homepage generally contains blocks
on the left and right with the centre column containing the course content. Blocks may be
added, hidden, deleted and moved up, down and left/right when editing is turned on. "Latest

News", "Blogs", "Upcoming Events", and "Recent Activity" are a few examples.

Teachers can choose from a wide range of over 16 different block types, and therefore
provide additional information or functionalities to the learners. The standard blocks that
come with Moodle are shown on the right. There are also many contributed developed by

Moodlers that an administrator can add to this list.

A teacher with editing rights will also have a course administration block. This is an
important tool for teachers. It has sub menus for course: backup, restore, assign roles, grades,

activity logs/reports, files and the useful course settings.

Figure 2. Teacher-student cooperation.
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An administrator can assign any number of teachers (with or without rights to edit content) to
a given course, which has its own file area as well as its own discussions forums and other

activities. Teachers can decide whether content is visible or hidden to students.

Moodle courses automatically generate news forum which defaults to automatically subscribe
all participants in a course. This is a useful feature and many use this forum in a Moodle
course to announce exam dates, times or changes to exams, lectures or seminars, as well as
important information about course work throughout a term or special announcements relating

to events.

Work can be uploaded and submitted by students and scored by teachers using assignments or
workshops. These modules have several assessment options, including instructor-assessment,
self-assessment and even peer-assessment. Online Quizzes offer several options for automatic

and manual scoring. You can even integrate Hot Potato quizzes by adding a Hotpot activity.

Lessons and SCORM activities deliver content and offer ways of individualizing your
presentation based upon a student's choices. Glossaries of keywords can be set up by the
instructor, and can be configured to allow students to edit, add or rate entries. Surveys and

databases are also very powerful additions to any course.

Registration

Registration supports a range of authentication mechanisms through plug-in authentication
modules, allowing easy integration with existing systems. Registration can be done via
following ways:
e Standard manual method
e Standard email method: students can create their own login accounts. Email
addresses are verified by confirmation.
e LDAP method: account logins can be checked against an LDAP server. Admin can
specify which fields to use.
e [IMAP, POP3, and NNTP: account logins are checked against a mail or news server.

SSL, certificates and TLS are supported.
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Students are encouraged to build an online profile including photos and description. Email
addresses can be protected from display if required. Every user can specify their own time
zone, and every date in Moodle is translated to that time zone (e.g. posting dates, assignment
due dates etc). Every user can choose the language used for the Moodle interface (English,

French, German, Spanish and Portuguese etc).

5. Moodle Distance Learning Course for Logistics Specialists

Finnish and Russian universities together with other partners combined knowhow via Lognet
project. Lognet (Development of Logistics for Supplier Net Models) project started in March
2008 and it is terminating in November 2009; as the lead partner has acted Lappeenranta
University of Technology, Kouvola Research Unit, Finland, while the other partners have
been St. Petersburg State Transport University, Russia, North-Western Russia Logistics
Development and Information Center, ILOT, Non Profit Research and Training Center of
Adult Education, Protey and Innorail-organization from Kouvola, Finland. One of the
project’s objectives was to develop and implement a distance learning course for St.
Petersburg area’s logistics specialists. The main intention was to transfer academic knowledge
to business people via interactive environment. Therefore, Moodle system was chosen as
distance learning course’s backbone. Course webpage was created to Internet under address

www.lognet-project.ru (see Figure 3.)

Figure 3. Lognet distance learning course main page (Source: www.lognet-project.ru)
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Lognet distance learning course webpage provided various kinds of data. Main concentration
was on lectures, which operated as the main teaching method. Course topics covered various
themes between basics of logistics to engrossed aggregates, for example over-sized cargo had
an own lecture. All lectures were done by Finnish and Russian professors. Because course
language was Russian, Finnish professors’ lectures were re-done by Russian trainee. This
ensured good language quality in all provided lectures. Lectures were recorded by using
Camtasia program: voice was recorded while showing power point slides. This strengthened
the studying experience. In addition to recorded lectures, webpages provided various data;
students were able to read reports and notes, and see videos. Due to Moodle system’s
versatility, numerous functions were offered to students. For example, discussion section,
news and e-mail possibility enabled close cooperation with organizers. This strengthened the

learning experience.

Although course was done mainly interactively, in order to strengthen the cooperation
between different actors in the field of logistics and provide recent information concerning
logistics programs, two workshop days were organized. During the evening lectures Finnish
and Russian professors shared the recent research knowledge and familiarized the participants
with several programs. Additionally, during the workshop days test was kept and participants
gave short company presentations. Overall both participants and organizers were really happy
with the outcome: representatives from several companies (For example OOO Huolintakeskus
and DHL Russia) participated in the course. According to gathered feedback, participants
were satisfied with the course proceedings. Provided information was seen interesting and
what is most important, vital for their daily duties. Therefore, Moodle has proven its
functionality, and we can conclude the system is outstanding for such functions.

6. Conclusions

Moodle is open source software. Although people often think if something is for free, it is
cheap and inoperative. However, this is not the case in Moodle system. Open source tends to
be more secure, more stable and to develop faster than equivalent closed source software.
Moodle's open source nature means that you own the system and have all rights allowing you
to change and modify it, rather than renting the program “as it is”, which is the case in many

competing systems. These features combined with the huge community means that there are
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an enormous number of third party plugins available so that functionalities can be added, for
example to send text messages, pod casting, new types of quiz question and 3D molecule
models. You can also commission a programmer to make any extra plugin or alteration you
like, which may turn into a larger scale reform; once posted to moodle.org, other users may
improve it further which strengthen the possibilities for development. Additionally, Lognet
distance learning course proved Moodle is actually working in practice; it is an important tool

in transferring knowledge to business people.
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Ocobennoctu npoekta «EqnHoe nHpopManmoHHOE MPOCTPAHCTBO B
TPAHCIIOPTHO-JIOTUCTUYECKOM KOMILJIEKCE»

Anjnpeit CUMyIIKOB

Abstract

The Common Information area covers a considerable quantity of elements of transport and logistical process. It
carries out innovations of all kinds of activities in transport and logistic complex of the Northwest Russian
Federation, taking into account consolidating of information streams and strengthening of a role of
responsibility. The model of the Common Information area is characterized by active involving of the user in
process of development and perfection for achievement of understanding of the user requirements and
appropriate allocating of functions between users and technologies. At its introduction interaction between all
participants of transportation process essentially changes. Transportation becomes transparent at all stages.
Creating the Common Information Area of transport and logistics complex will help implement the latest
developments in the field of IT, which offer fundamentally new opportunities for the management of all areas of
transport interaction.

Keywords: ACS, E-logistics, Common Information area, railway IT systems, RFID and bar-coding integrated
IT-solutions

AHHOTAINA

C nmomomipio EnuHOrO MH(GOPMAMOHHOTO MPOCTPAHCTBA PEHIACTCS 3ajada MPEACTABICHUS BCEM yYaCTHHKAM
TPaHCIIOPTHOTO Tpoliecca TapaHTUPOBAHHOM KadeCTBEHHON HH(OpMAIMU IO MPOTOKOJIAM M CTaHAapTaM,
MNPUHATHIM B COBPEMCHHBIX HH(POPMAIMOHHBIX cHcTeMax. J[s yhpoIeHHsl JOCTyma IMOJb30BaTelIeH u
TIOBBIIICHHSI KQUeCTBa MPEACTABIICHIs HH()OPMAIMK B MHTETPUPOBAHHOW HH(POPMALIMOHHOM cpelie HEOOX0TUMO
y4ecTh BCE acmekThl wuHTep(eiica cuctembl. [loHMMaHue TPOIECCOB (DYHKIMOHHUPOBAHUS EIUHOTO
WH(POPMAIIMOHHOTO MPOCTPAHCTBA TTOMOMKET IMOJIE30BATEIAM JyYIlle B3aUMOICHCTBOBATh ¢ WH(POPMAIMOHHON
cucremoii. Coznanne EnnHOro nH(MpOPMAIIMOHHOTO TIPOCTPAHCTBA TIOMOXKET BHEIPUTH COBPEMECHHBIC HAPaOOTKU
B 00JlacTH HH(QOPMAIIMOHHBIX TEXHOJIOTHH, KOTOPBIE MOTYT OCHOBATEIBHO YIIYUIIHTh PAbOTy YIIPaBICHUECKOTO
IepcoHana Bcex cep TpaHCIIOPTa U JOTHCTHKH.

KiroueBble ciioBa: QJICKTPOHHAA JIOTUCTHKA, E,Z[I/IHOC I/IH(I)OpMaLII/IOHHOG MIPOCTPAHCTBO, I/IH(I)OpMaL[I/IOHHBIC

K.JI. CHCTeMbI, Paano-4acTOTHBIE CHCTEMBI HICHTH(UKAIIMH W CHCTEMBI IITPUX-KOAWPOBAHHUS,
WHTErPUPOBAHHBIC B MH(POPMAIIMOHHBIEC CUCTEMBI

1. Introduction

The Common Information area of transport and logistic complex of Northwest region of the

Russian Federation will allow to realize elaborations in the field of the newest information
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technologies, which give fundamentally new opportunities in management of all spheres of

transport interaction, and to solve next problems, namely:

Giving to each participant of transport market a possibility to orientate himself
easily in transport information area;

Giving to authority of subjects of the Northwest region of the Russian Federation
reliable information and prognoses of freight flows for making effective
management decisions;

As for international traffic, it is a realization of potentialities of integration with
ICT systems of EU countries, especially with Finland;

The use of public information as well as integration with existing information
systems;

Analysis and co-ordination of work of transport departments, forwarding
companies, custom authorities, banks and other organizations in the sphere of
transport and logistic;

Control of all transportation stages and increase of goods delivery speed,;

Stock-taking and control of all stages of electronic documents circulation.

The main areas of functioning of the Common Information Area of transport and logistics

complex are:

Organization integrated escort of goods traffic;

Information services for forwarding companies and operating companies
(including stevedores and sea carriers);

Organization of information interaction with border and customs control services;
Informatization of integrated logistics services, including services for the storage

and distribution of goods.

Technical Aspect

For its effective implementation, the Common Information Area will be able to involve the

different technical possibilities existing in the operating information systems. They are:

The using the equipment of satellite navigation systems (GPS NAVSTAR,
I'JIOHACC, Inmarsat, Globalstar) to find the location of the facility;



3.

109

The using bar-coding and RFID-coding to manage storage facilities and to control
the goods in the terminal complexes;

The using the database clusters and GRID technologies — the systems which work
with parallel versions of databases and are used by ERP-systems, as well as
transactional databases;

The using the mechanism «TCO» for the selection of general software;

Methods and devices to develop complex integrated ICT. CASE-technology and
equipment;

The implementation of wireless networks. WAP, Mobile WiMax-technology and
their abilities to manage the business. The global mobile communication and

Electronic Data Interchange.

Electronic Data Interchange (EDI)

The kernel of the system is based on the central database which allows to store and process

the information. The basic directions of work of system:

The Center of an information network and an open system, witch offers all
transport companies interfaces of EDI systems.

Realization "the Paperless technology".

System for Electronic Customs Monitoring, designed to allow all participants to
have a beam coupling with the Customs through the system.

Electronic Data Interchange (EDI) refers to the structured transmission of data between

organizations by electronic means. It is used to transfer electronic documents from one

computer system to another, i.e. from one trading partner to another trading partner. EDI

documents generally contain the same information that would normally be found in a paper

document used for the same organizational function. EDI can be transmitted using any

methodology agreed to by the sender and recipient. This includes a variety of technologies,

including modem (asynchronous, and bisynchronous), FTP, E-mail, HTTP, AS1, AS2, etc.

There are four major sets of EDI standards:

The UN-recommended UN/EDIFACT is the only international standard and is

predominant outside of North America.
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e The US standard ANSI ASC X12 (X12) is predominant in North America.
e The TRADACOMS standard developed by the ANA (Article Numbering
Association) is predominant in the UK retail industry.

e The ODETTE standard used within the European automotive industry

4. Information Technology and Timing of Information Transmission Technology
EDI

Information interaction of the participants is in the nature of parallel action, the corresponding
physical movement of goods and paper-based documents.

Table 1. Algorithm Implementation of information exchange

Ne Operation

Should be verified as follows:
Preparing and sending -
e message number is unique;
messages on the goods
Step 1 ¢ sending recorded date and time the message;
transported by  the
Send the message will occur in the time prescribed by
company - exporter
the rules. Prepared message is sent to the EDI server

Operator exporter expects the arrival of a response to the
Step 2 Acknowledgment
sent message

o When you receive the message automatically recorded
Receiving messages on ) )
Step 3 the date and time the message was received, the code of
the server EDI _
the sender, message size, message number

The operation is performed automatically on the

Formatted control | application server. The server controls the syntax of the

Step 4 message content input message to the appropriate standards, EDIFACT
(1SO 9735, the rules of the Message UNSM)

The operation is performed automatically on the

Step 5 Logical control message | application server. This step is controlled by the contents

content of fields in the message to the appropriate directories,

codifier. Validates and compares the currency codes,
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countries, commodities, customs

Step 6

Convert the message into

the internal format.

The operation is performed automatically on the server.
The original message is converted into the internal
format used by Russia in the system

Step 7

Sending messages to the

border customs post

The goods are delivered by means of electronic mail
MHS (GroupWise) automatically and demanding
acknowledgment of fact delivery of the message

Step 8

Sending a reply message

to the exporter

Upon successful completion of steps 4 - 8 of the
application server automatically generates a reply
message with a positive resolution on the transport of
cargo

Step 9

Sending messages to the

domestic customs post

After crossing the border control, border customs
inspector's station shall perform the following operations
on information support:

e found in the database document that matches "paper"
document;

e written in the electronic and paper documents the
necessary data in accordance with the technology of
customs clearance;

¢ send a file with an addition and a reaffirmation of the

transition burden on the domestic customs border post

Step 10

Actions at the internal

customs post

Receiving a message from the border customs post, the
inspector of internal customs post must:

o reflect the fact border crossing;

e convey information to the AMS of the consignee or

transport company.

Step 11

The response to the reply

message

The exporter may obtain a response message from the

server, the necessary data to monitor delivery of goods

Step 12

End

This cycle of action on information support the transport
of goods is completed. All participants go into standby

mode.
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Information Interaction

Application with existing systems in the Common Information Area will provide an
opportunity for the integration with other information systems (ETRAN, DBS ASU, ASU

PS, RAYU and RAISA). For existing classical information systems of railroad

communications and systems the interface of interaction of systems satisfy to following

technical requirements:

1.

Interaction will be performed under report HTTP of family of reports TCP/IP.
Thus for maintenance of confidentiality of the transferred data between systems it
is necessary to use the protected connection under report SSH.

Interaction of systems will be realized as a kit of the "Web-services" given by
systems for accomplishing of necessary functions, namely: data acquisition NSI,
reception of a specification. For unique commitments of data exchange it is
enough to cause HTTP inquiry and to obtain the data in format XML.

Each interaction between systems is one complete transaction and in case of
failure on any of domestic steps will be cancelled entirely. Successful end of a
session of an exchange should be fixed in control magazine.

Interaction of systems will be carried out asynchronously under the claimed

regulations.

For qualitative future development of Common Information Area it is necessary to consider a

number of the specific moments inherent in an information technology:

1.
2.

Objects of an information exchange and its rule;

Ideology and architecture of integration program interaction (an integration
infrastructure);

Criteria for creation of the unified intellectual interfaces;

It is necessary to develop the browser of control magazine for monitoring of
processes of data exchange;

It is necessary to develop the special document describing services and parameters,
in WSDL format (Language of Description Web of Services) in case of application
SOAP, or a format returned document XML.
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The problems of security and data protection are very important for scalable systems. The
following methods can be provided to protect transmitted data:
e the authentication and access control (using MAC addresses);
e the using the keys SSID (Service Set ldentifier) and the protected connection
under report SSH.
e the encrypting of data.

WPA protocol can be installed in the most of existing devices (access points, network cards)
to access control by the software updating.

6. Problems

Creation the principles and future models of the Common Information Area generates a
number of the problems:
1. Creation of new ways of reconstituting of the information and improvement of
process of transportation on the basis of optimum control of information streams;
2. Search of rational forms of interaction of the transport companies, Common
Information Area and governing bodies;
3. Construction of various variants of models of functioning of the Common
Information Area for satisfaction of demand of various target audiences;
4. Improvement of quality of the information product, allowing maintaining a

competition on a foreign market.

7. Effectiveness

The effectiveness of the implementation of the Common Information Area will consist
of:
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1. Speeding up the processing of documents at customs points (a day of downtime
costs transportation carriers on average 10$ per 20 tons).

2. Reducing the duration of the application/plan for transportation/loading from 10-
15 to 3-5 days, that will lead to more flexible transportation process, to reducing
downtime in the cargo loading cars at the terminals from 1.5 to 0.5 and to reducing
the period of delivery of cargo by 15% (it will lead to the returning part of 1.5
billion rubles, which were lost because of denials at the 1st quarter of 2009)

3. Reducing the processing time of customs documents by 10-50% depending on
their number (10 - 25 minutes for train) and the time for customs and other
documents of the goods™ arrival place from 1 - 3 days to 3 hours through the

provisional transfer of documents and electronic declaration.

Efficiency from introduction of the Common Information Area will consist of following
improvements:

e Acceleration of process of a handling of documents on customs points.

e Decrease in period of validity of the demand/plan for transportation/loading.

e Decrease in time of a handling of documents in a place of arrival of cargo.

e Improvements of already existing MANAGEMENT information systems and their

user interfaces.

The model of the Common Information Area is characterized by active involving of the user
in process of development and perfection for achievement of understanding of the user

requirements and appropriate allocating of functions between users and technologies.

8. Conclusions

Using the new developments and technologies, combined with modern ERP-system, allows
deploying IT solutions. These solutions provide the co-management of business and
technological processes of the Common Information Area of transport and logistics complex.
Basis, for an estimation of functioning of an information system, the mutual relation of
expenses for system introduction to a positive effect realized by an innovation (improvement
of quality of service, decrease in costs, and increase in delivery capacity or reception of

additional financial benefit) is. Therefore the Common Information Area assumes carrying
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out of an innovation of all key kinds of activity of a transport and logistic complex taking into

account consolidating of information streams and strengthening of a role of responsibility.

Now in Russia certain steps on introduction of technologies which are considered as the tool
of the organization and information support of all chain of participants on creation,
manufacturing and production realization at all stages of life cycle are undertaken. These are
systems of the coordination of approaches of rail cars and trains with cargoes to ports, to
border stations, systems of electronic exchange between consignors and JSC "Russian
Railways", and systems of the preliminary notification about the approach of cargoes to
customs points. But effective application of such toolkit probably is only the basis of system
of the integrated logistics which is "kernel” of the Common Information area. Application of
various variants of reception of access to the Information field will help to create «single point
to access» in which it will be possible to receive any information on a course of process of

delivery of cargoes to consumers.
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BinsitHue MOITHOCTH THUIOBOI'O TEpMHHAIA Ha OO0 MepepadaThIBAIOIIY IO
CIIOCOOHOCTH MOPCKOTO TTOPTa
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Abstract

This article is about the interaction between the rear terminal and port which represents mutual transfer of
material (transportations of container cargoes and empty container) and information streams (electronic,
telephone, telefax, oral, in paper form). The influence of rear logistics terminal on capacity of seaport in course
of delivery containers cargo is described. The devices, technology and working conditions, and also features of
these terminals by definition of key parameters of port rear terminals are considered.

Keywords: Rear terminal, seaport, cargo transportation, seaport capacity, container, block-train

AHHOTALIMSA:

Cratbs MOCBsiIIEHa B3aMMOJICHCTBHIO THUIOBOTO TEPMUHAJIA U MOPTa, KOTOPOE BKIIOYAECT B3aUMHYIO Iepeaady
MaTepHalbHbIX MOTOKOB (MIEPEMEICHHE TPYKEHBIX M MOPOXKHUX KOHTCHHEPOB) W MH(POPMAIHOHHBIX TOTOKOB
(meKTpOHHBIX, TeneOHHBIX, TEJICTANUIHBIX, YCTHBIX, Ha OyMaXHbIX HOCHTENsX). OIMHCHIBACTCS BIHSHHE
TBIJIOBOTO JIOTHCTHYECKOTO TEPMHHAJIA Ha MEpepadaThIBAIOIIYI0 CIOCOOHOCTh MOPCKOTO IMOPTa B MPOIECCE
JIOCTAaBKH KOHTEHHEPHBIX TPY30B. PacCMaTpUBAIOTCS YCTPOWCTBA, TEXHOIOTHS, MPOU3BOJICTBCHHBIC YCIOBHS H
MapaMeTpbl ATUX TCPMHUHAJIOB, KOTOPBIC SIBIIIOTCS OCHOBHBIMH XapaKTCPUCTHKAMHU THUIOBOIO MOPCKOTO
TEepPMHUHAIIA.

KiroueBsbie cioBa: TrioBoii Tepmunain, I'py3zoBeie nepeBo3kH, [lepepabaTsiBaroniasi criocoOHOCTb MOPCKOTO
nopta, Konreiinep, biok-Tpein.

1. Introduction

The rear terminal is the technical object in transport net, located outside of port territory, on
some distance from it, also it is intended for sea, automobile and railway transportation mode
and serves for effective logistical flow cargo transformation by transfer of various kinds of
cargoes from the sea on overland modes of transport and in the opposite. The rear container
terminal is an overland terminal which allows expanding port possibilities about processing of

container cargoes, increasing port container turnover.

It is necessary to consider the device, technology and working conditions, and also features of
these terminals by definition of key parameters of port rear terminals. The great amount of
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cargos arrives in TEU and 2 TEU, while 45 feet units are rarer. As one 40 foot container
consists of two 20 footer, here exist English TEU or Russian DFE. It is accepted to name
transportation of certain quantity of cargo like container stream and to designate its - the letter
Qx with corresponding indexes.

Annual turnover of containers arriving in seaport and accordingly on the sea container
terminal, we will designate as Q... Interaction between the rear terminal and port represents
mutual transfer of material and information streams. Material streams are transportations of
container cargoes and empty containers. Information streams are transfers of various
messages (electronic, telephone, telefax, oral, in paper form). Main types of flows are the
following between the sea terminal in port and the rear container terminal:
e Loaded containers (20-footer or 40-foot) of foreign shipping companies (are called
— «linear containers») with import cargoes from port to the rear terminal,
e Empty linear containers of the foreign shipping companies that are empty from
import cargoes in the sea port — from port on the rear terminal for time storage;
e Loaded containers with export cargoes — from the rear terminal to the seaport;
e Empty linear containers of the foreign shipping companies that are empty after
unloading from them of import cargoes on the rear terminal — from this

terminal in port for return abroad.

It allowed cargo operations, if the vessels with container cargo using sea transport to port
arrive after passage of all customs procedures. It is necessary to examine all logistical chain
for possibility of research of estimated capacity influence of rear container terminals on
turnover capacity of seaport. In this case it will be a logistical chain of delivery of import
foreign trade cargoes by sea transport. Construction of a logistical chain assumes
consideration of system and its separate elements. Basic elements of a logistical chain as a
system will be the following: moved cargoes (containers), transport (sea, railway, automobile
and air), the open and closed warehouses, information streams, and also financial, legal,

technical and scientifically-methodical maintenance.

It is presented the network model of logistical chain mixed (intermodal) transportations on
Figure 1. Certain quantity of containers with the most various cargos arrives in a seaport

within a year or navigation if a seaport is freezing. Moving of containers from a cargo ship is
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carried out in the beginning on the container terminal of seaport (SPT), and then some part of

containers from this terminal is transported to the rear container terminal (RCT).

9, 10...n — Export from RCT cargo by
motor transport

Export of containers by
the railway

by a direct variant

1 2] 3] 4] 5]
Overload of
Import of Loading oh containers Moving of
containers to the ship from ships in containergs ona
seaport Seaport platform of the
terminal of
seaport

A

Export by motor
transport

Export of containers on RCT

RCT

|‘ P

Export of containers from RST by
main line railway transportation

Figure 1. In network model mixed (intermodal) transportations it is necessary to establish
the quantity of containers that flows on RCT.

The part of containers from the sea container terminal of port is cleared by automobile and by
railway transport in corresponding directions to the different industrial centres, passing the
rear container terminal. Quantity of the containers which are cleared from seaport by
automobile and railway Qmr, passing TKT will be:
Qmr=Qsptc, (1)
where
a is the factor considering quantity of containers which can be cleared from the port
terminal by railway and automobile transport, passing RCT, presumably, « = 0,4 -
0,6.

Therefore, quantity of the containers which have arrived on RCT QRCT, it is possible to

express dependence

Qrct=Qspt— Qspr @ 1w Qrer= Qspr(1-a)= Qspr S, (2)
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where 3 — quantity of containers which can arrive to TKT from seaport, presumably, g = 0.4
-0.6.

Containers can be imported railway and automobile transport on RCT.

It is possible to present following expression the quantity of containers which can be taken

out with RCT railway and automobile transport at the same time,
Qrer =0 Qrert ¥ Qrer, (3)

O — coefficient considering export of containers with RCT by rail, not less,d = 0,6;

¥ — coefficient considering export of containers with RCT by rail, in limits, » =0,4.

It is possible to establish the following researching movement of container flow about
logistical chain. The logistical chain represents process of transportation of container cargoes
from one terminal (seaport) to another (RCT) taking into account loading of platforms on the
sea container terminal and unloading of platforms on RCT with the subsequent warehousing
of containers. Thus two components of this process will take place:

e transportation,

e cargo transfer and warehousing.

Transportation of containers from one terminal to another will be characterised by following
parameters:

. Speed of a vehicle (train),V, km/h;

) Transportation Distance, S, km;
. Duration of transportation, 7, h or 24-hour period,;
. Quantity of the transported cargo in containers N,, st., Or cargo size in

containers Q,, t;

o Transportation Cost, C,, rub.;
. Quantity of platforms m as a part of a pendular train — m - the block-train
. Quantity of haul cycle of the block- train.

The number fitting platforms m in structure of the block-train can be defined, proceeding from

settlement daily goods traffic of containers on RCT under the formula:
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x k
Qme 7 m = Qme X kH

m= =
or 365x3x 4)

_TexNix p
where

Qme — the plan one year container flow, TEU/y on RCT;

k, —coefficient of non-uniformity of a daily container flow (is accepted on the similar
terminal in a limit 1 - 1,3 (At the regular circulation the block-train between port and the rear
terminal under the schedule, we accept k,, =1);

T. — Number of days in a year, T. =365days;

N;— the number of 20-foot containers on fitting platform 60-foot platform, such containers on
a platform can be three.

p —Number of dayly feed changes to the terminal.

The quantity of trips the block-trains for transportation of a daily container flow to RCT can
be defined with the formula (4)

_ Quon ¥k, = Qe ¥k,
T.xNxm ™™ P~ 365x3xm - ©)

p

The quantity of platforms in structure of block-train is expedient to accept as 41.The
Operation «transferring cargo and warehousing» will characterise the following parameters:

e The Arrival time of containers by train on RCT —t,;

e Time of departure of containers from RCT with other types of transport —t,;

e Time Interval between arrival and departure of container cargoes - At, dayly;

e The Period of storage of container cargoes on RCT, T, dayly;

e Capacity of warehouse of arriving container cargo about import £, thousand, st;

e Cost of processing and cargo storage in the outside and inside warehouse — C,,,

rub.

If we know the quantity of containers which arrives during a year, for example, in the seaport
of St.-Petersburg, it is possible to construct the diagram of delivery of part of container flow
on RCT. While analysing the container turnover in seaports from 2004 to 2008, research
shows the greatest quantities of containers were handled in 2007. This year on indicators of

port work comes to forward planning [4,5]. The following perspective indicators container
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turnover of the rear container terminal since 2007 till 2010 which are received and presented

in the form of the schedule on Fig. 2 Basing of data of turnover of goods on RCT of St.-

Petersburg seaport and programming on the computer with application of means Microsoft

Excel.

Q.containers/year
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300000
200000
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0
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: 0,

60% - -
=A%

=40% | 474@%————————————[774{1\)/0
faYaYaVi faYaYaVa 20%

«26%——— ¢ oo % 20%

2007 2008 2009 2010

Figure 2. The graph of the perspective annual containers’ turnover of RCT.

T,year

The volume of containers transportation on RCT can be realised within 20; 40; 60 percent of a

goods turnover of seaport depending on possibility of the rear container terminal, quantity of

block-train trips or the several block- train. Daily carrying capacity in case of transportation of

containers only in one party can be defined the block-train under the formula:

24

6—m

where 24 hours — duration of days, hour;

ka‘m :T—ml X Ni X f ) TEU/dany,

T5.» — duration of 1 full trip of the block-train, hour;

m; — number of fitting platforms in structure the block- train;

(6)

Ni —Number of 20-foot containers transported on one fitting platform for full trip of

the block-train:

N=3 using transportations only in one direction,

f — coefficient of filling the block-train with containers is 0,9 — 1,

During the year or navigation if the seaport is freezing, the quantity of containers which is

necessary for taking out from the sea container terminal on RCT, is presented in the form of
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model, the formula (2). It is expedient for carrying out railway transportation between seaport
and the rear container terminal basically only by means of ring routeing trains, the block-
trains. These trains can go under the firm schedule some times in day and have full structure
from 41 fitting platforms or incomplete structure from 12 — 20 platforms (depending on the
sizes of a container flows consisting from 20 or 40 foot containers and other local conditions).
The quantity of block-train turns the depending on quantity of platforms in its structure (12,
20 or 41-s' platform) is presented on the graph fig. 4 received as a result of programming of

the data on the computer with application of means Microsoft Excel.

n,turn of block-train
50

40 12

30

’ —20 41
41
0
526 996 1576 Container DFE, pieces.

Figure 3.  Quantity of the block-train flights per day for transportation containers DFE on
the RCT: 12; 20; 41 — possible quantity of the fitting platforms on the block-
train.

The graph on Figure 3 shows the following:

e It is expedient, that there were as much as possible platforms in structure the
block-train;

e The number of daily block-train turns increases or it is required to increase
quantity of block-trains with increase of quantity of carrying out containers from
the sea container terminal on RCT;

e It will be probably required to increase quantities of receiving-and-departure tracks

on RCT and transhipping areas.

Estimated capacity of RCT is an indicator of its productive capacity and it also reflects the
possibility of terminal to unload railway train with container cargoes, to carry out their time

warehousing and storage, to load containers on the main or local kinds transports for the
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certain period of time at rational technology and the organisation of performance of the basic

and auxiliary operations of reloading process.

Estimated capacity of RCT is measured in quantity of discharge or loaded containers and it is
also depends on the following factors:
e Cargo handling area extents of means of transport on RCT;
e  Productivity of materials fuel handling vehicle;
e Estimated capacity of container areas and warehouses, connecting railway tracks
and auto ways;
e Tonnage and the characteristic of fittinng platform;

e Time of containers export from the sea container terminal.

It is possible to express processing ability of cargo fronts with the formula
N;
N% =D NZ, (7)
1

rone N% _ estimated capacity of i-th cargo area;

M

n; — quantity of cargo area.

It is possible to express estimated capacity of cargo area, cont./dayly (using of materials fuel
handling vehicle) with the simplified formula which receives as a result of transformation of

the formula of Poljacheka-Hinchena [2].

o _ 7,2,(1-T,0) .
! 2[2%%5 +72. 1+ 0506] ’ ®)

rie 1, — mathematical expectation of service duration of one container, dayly;
7,6 — Mathematical expectation of duration idle trip materials fuel handling vehicle,
CyT.;
z,— quantity of materials fuel handling vehicle;
c.06— coefficient of time service variation (it is recommended to accept ¢,,s =0.52);
Tex — duration of a technological break in work of materials fuel handling vehicle,

Shares of days.
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Expected daily container flow on the sea container terminal (SPT) is worked out (which is

subject to carry out on the rear container terminal (RCT)):

pacu QMT(l_a)KH
©)

Qcym - T !

where KH — coefficient of dayly cargo carrying out inequality;

T- time of working in the period of navigation;
a — coefficient, that characterises export of containers from seaport, passing RCT,;

Qur—annual container turnover of sea port.

Therefore, capacity of MKT is

Q o (1-a)x, ;
E, = ftxp , (10)

where tif] — time of container storage on SPT,

K - coefficient of dayly cargo carrying out inequality on SPT.

It is possible to define the same way dayly container fow, that comes to RCT. Therefore the

capacity of RCT is
(11)

m

pQK,
r b

where ,BQ —annual container flow, that carries out to RCT from sea port terminal;

where t; — time of container storage on TKT.

For full port release from containers, capacity of RCT should accumulate all taken out

containers from MKT, i.e.

l-a)x, ,, Pk, .
QU t,= QT t (12)

Ey=E, umm 7 » »

After receive (1— a)’[Z = ,b’tlp , then

T X,
==t (13)
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Where tg — time of container carrying out from sea port terminal.

Under the conditions f = (L— ), receive:

t) =t =1, daily. (14)

Thus, it is possible to come to conclusion that influence of estimated capacity of rear
container terminals on capacity of seaport at processing of container cargoes is connected

with containers staying on the sea container terminal and time of containers staying on RCT.

The container seaport terminal is the important link of a logistical chain under the conditions
transfer of goods traffics on railway transportation. Terminal capacity is defined by estimated
capacity of reloading complexes and the rear container terminal. Container seaport terminal
capacity depends on its processing capacity and it is defined by a logistical chain « SPT —
warehouses — railway cargo front — a container train in structure of fitting platforms — RCT».
It is necessary the presence of the high-efficiency reloading equipment and sufficient size of
containers on the terminal for an exception of idle times of a train about containers export. It
is presented the logistical scheme of containers movement from SPT to TKT and with an

overload on railway and automobile transports for container cargoes export (fig. 1).

It is necessary to make certain capital investments under the construction of the rear container
terminal. The quantity of containers will also essentially increase at the same time processed
in common seaport and the rear container terminal (Figure. 4). It is possible to assume that in
some years of co-joint operation of sea and rear container terminals, there will be a

recoupment of capital investments in building of the rear container terminal.
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K, rubles
A
3
3reT 2
3cpT 1
3cpT
., pieces.
Ncer  Nrer

Figure 4. Dependence of expenses from quantity of the transported containers:
1. 3cpr — Dependence of expenses from quantity of the transported
containers through the seaport terminal;
2. 3rer — Dependence of expenses from quantity of the transported
containers through RCT;
3 — Growth of quantity of the containers arriving to seaport.

Figure 4 shows that the expenses connected with building RCT, will become covered by
growth of container transportations in sea port. The quantity of the containers arriving from
seaport on RCT, will provide a gain of container transportations through seaport A N,

A N = Nyn— Ny — max, (14)

where N,,, — existing container flow,

N.... — perspective container flow.
From anithe side
A Nk = pi*mi*Ni* T, (15)

where p; — quantity of trips of block-train dayly; m; — quantity platforms in B block-
train; N; — quantity of container TEU on one platform;

T. — quantity of days in a year of container carry out from sea port to rea container

terminal.
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It is obviously possible to bring some correction in the formula offered for definition of
estimated capacity of seaport as a result of making research and to present this formula in a
following way:
11, =x, 1+ (L-k,) 1+, (16)
where I7,,— estimated capacity of container terminal od seaport;
I1,,— estimated capacity of transhipping complex on maritime port;

Kk, — coefficient, that characterises correlation of depot capacity 71.. and a reloading

H HCK ;
complex on a sea mooring; «, = o <r

K, - correlation of the used estimated time by unloading of the vessel using warehouse

variant to k pacuernomy calculated monthly period.

Hmlcm = N d)i

M

— estimated capacity of cargo area of RCT according to formula (8).

Thus, estimated capacity of seaport should be considered as set of throughput estimated
capacity of a reloading complex on a sea port, throughput estimated capacity of the seaport
container terminal, processing ability of cargo front RCT with the subsequent export of

container cargoes from this terminal.
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MeTtoasl OIIpCACIICHNA CKIIAJACKUX 3aIllaCOB I'PY30B
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Abstract

The problem of stock at warehouses determination is very important for supply chains’ projecting and
management. Usually the problem is searched theoretically while considering some supply chains, which contain
several warehouses with their stock. These researches mostly are concerned only supplying warehouses,
although there are many other types of warehouses in supplying chains. Besides there are practical tasks,
warehouse activity is connected with cargo handling and stocks’ fluctuation. These procedures significantly
influence on efficiency of work both — transport and warehouses and the whole supply chains. Their projecting
sometimes is underestimated and considered as very simple procedure. Some methods of taking into account the
warehouse stock changing in warehouses projecting are displayed in this article.

Keywords: Logistic chain, warehouse, stock, material flows, unevenness, cargo, capacity, probability,
transport

AHHOTAINSA

[Ipobnema ompezneneHus 3amacoB Ipy30B Ha CKJIaAax OYEHb BaXKHA UL Liemel moctaBok. OHa yCIIOJKHEHa TeM,
YTO 3aracel TPy30B MPEICTABISIOT COO0H CTy4aifHyI0 BETMYHUHY, MEHSIOIIYIOCS 0T BO3JCHCTBUEM CITydailHBIX
Tpy30NIOTOKOB IpH€Ma U BBIJAYM IPY30B CO CKIamoB. HO eM-KOCTb CKIIamoB, KOTOpas SBISETCS ONHHUM H3
OCHOBHBIX X NApaMETPOB, - JOJKHA ObITh BEJIM-YMHON MOCTOSHHON IPU BBIOPAHHOM CIOCO0€ CKIIaJUPOBaHMS.
Jl1g IpeooneH s ATOro MPOTHU-BOPEUHNS UCHIOIB3YIOT CIEAYIOLINE METO bl ONPEACTICHHUS PaCUeTHON BEIMYUHBI
3aracoB M €eM-KOCTH CKJIa/ia. C MCIOJB30BAHUEM CPEJIHEr0 CpOKa XpaHEHMs I'PY30B Ha CKIaje; Kak MaTeMaTH-
YECKOTO OXHJAHUS CIIy4allHOM BEJIMYMHBI 3allacOB; HA OCHOBE JOBEPUTEIIBHOM BEPOSTHOCTH, HA OCHOBE
COIMOCTaBIECHUS BEPOATHOCTEW BEIMUYMH CYTOYHOTO NpPUEMA M BBIAAYM IPY30B CO CKJIa-Aa; UMUTALUOHHBIM
MOJIETMPOBAHUEM CKIIAICKUX 3allaCOB Ha KOMIIBIOTEPE.

KuaroueBsie ciiopa: Jloructnueckas ILlems, Crxuman, 3amacel, ['pysomoroxwm, HepaBHomepHOCTH, ['py3,
ITepepabaTriBatomias ciocOOHOCTh, BEPOSTHOCTD, TpaHCTIOpT

1. Introduction

Sometimes warehouse stock is considered as the most important problem in supply chains
management. But before management of some system such as supply chain it is necessary to
create this system, for example it should be firstly projected, organized or its facilities should
be built and put into action. It is not enough for this to know some constant level of
warehouse stock, because material flows coming into and out of warehouses can change from
day to day. So the warehouse stock is changed also. Under these conditions it is very difficult

to project warehouse and particularly to determine warehouse dimensions and capacity.
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However, all main parameters of a warehouse and whole investments on its building and
operation costs significantly depend on the level of the stock, keeping in it. And this stock

level should be of some specific value.

2. Simplest Methods

Nowadays warehouse stock in projecting more often is calculated on base of regular terms of
stock keeping at warehouse. These terms were established on foundation of real experience of
warehouses operation in different industries. With this method the warehouse capacity is

computed as follows:

_Q .
"= 365 @)

where Q — annual value of material flow (in tones, units or m®); t - term of stock keeping at

the warehouse.

Drawback of this method is constant value of capacity, which does not take into account real
conditions of changing of the warehouse stock. In real condition of warehouse operation the
quantity stock is a some function of time and parameters of material flow going in Q; and out

of the warehouse Q;:

I =f(t Q1 Q2). (@)

So as changing of material flows, connecting with warehouse, are some stochastic processes,
warehouse stock is also an unknown stochastic process. But warehouse dimensions and
capacity are constant valuables for every specific warehouse. This contradiction can be

overcome with special methods of warehouse stock calculation.

As was displayed in the Warehouse System Theory, developed in scientific works and books
of the author [1, 2, 3], a warehouse should be considered as a technical system, i.e. as a
complex of interconnected elements, created for reaching of united objective. The purpose of
warehouse is transformation of material flows, which are going through it, with the least
spending of 6 main resources — space, time, materials, labor, energy and money. This
transformation is fulfilled for provision the most efficient further transportation or using of

cargo. Temporary keeping and management of the merchandise stock are some part of
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technological operations, executed for this transformation of material flows. The warehouse
system can be characterized with capacity E of its main storage area, additional capacity AE
of its other areas (reception-dispatching areas, loading-unloading docks etc.) and real quantity

of merchandise I, remaining at the moment at the warehouse.

Interaction of these valuables for supplying and transferring warehouses is shown in Figure 1.
The difference between these warehouses is the purpose of their activity. The supplying
warehouse should keep some insurance stock Iy , that must provide supplying of consumers in

case of interruption of cargo arrival to the warehouse.

Time

Figure 1. Interaction of stock fluctuation | and constant values capacity of storage area E and
additional capacity AE of other areas for supplying warehouse (a) and transferring
warehouses at long-distance transport (b).

For both these types of warehouses the stocks are fluctuating between two levels, but these
levels are different for these ones. In supplying warehouse the stocks fluctuates from
insurance stock 10 to the warehouse storage area capacity E (and sometimes up to additional
capacity some other areas AE). In transferring warehouse the stocks fluctuates from 0 to the
warehouse storage area capacity E (and sometimes up to additional capacity some other
areas). Therefore, in The Theory of Scientific Stock Management several two-level methods
of stock management were developed. The consideration of these methods goes over the

limits of this article.

Function of warehouse stock, depending on time t | = f (t ) for constant time steps (for

example — days) can be represented in form of polygon as shown in Figure 2.
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Figure 2. Polygon of warehouse stock function I = f (t) as depending on time.

While researching way of warehouse stock transformation, the warehouse is considered as
some “black box”, which configuration is unknown and only its changing under influence of
two flows — going in and out of the warehouse - are taking into account. This process can be
described with function | = f (t). Having integrated this function by time it is possible to
determine the whole quantity of cargo W, which was kept at the warehouse for some period
T. However, type of this function is usually unknown. Therefore the value W can be
calculated with assistance of polygon of function, shown in Figure 2. In this case in is

convenient to us formulas of trapezium:
k
W :%(|0+2*Z|i+|k), @3)
i=1

where At — value of time interval; lp and I —respectively initial and finish values of
warehouse stock; k — number of time intervals (for example days or months).
Then average warehouse stock:
w

=—, 4
T (4)
where T — the whole time of consideration.
Now the average time of cargo remaining at the warehouse:

T = W or T W (5,6)

Kk 1
Z A
-1 i

where A - average intensiveness of cargo arrival to the warehouse.
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3. Probability Methods

There are several methods of warehouse capacity determination, that taking into account
casual processes of arrival and dispatching of material flows from warehouse. It is possible to

calculate warehouse capacity as Mathematic Expectation M (I) of warehouse stock I:

E=M()=>1,*P, (7
i=1
where |; - i-value of warehouse stock during time of stock research;
Pi - conforming Probability of i-value appearance;

n - the whole number of considering values of warehouse stock.

For using this method probability distribution of the warehouse stock should be created
firstly, that can be fulfilled on the statistic base:

I:{Il ... Iy }
Py P, ...Py7, (8)
where 1; 1, ... I, - statistic election of warehouse stock in a warehouse, similar to that
under consideration;
P1 P, ...P, -conforming probabilities of these stock values, that can be calculated
with using of number of days in which the relative stock value has been observed:
D, D

Pp= —&, Pp= —2, ..., Py= —L, 9
1 2 n 365 ()

Other method of warehouse stock and capacity determination is one with assistance of
Creditable Probability. In this case the warehouse capacity is calculated not as one specific
value, but as only possible value with creditable possibility, for example 0,95 or 0,97. Other
cases of 0,05 or 0,03 probability are considered as very rare and therefore they can be
neglected. For this method using also as in the previous case probability distribution of the
warehouse stock should be produced, as mentioned above. For the warehouse stock

determination it is necessary to know the law of distribution of the stock :

Fy=>1,, (10)
i=0
In Figure 3 an example is shown of warehouse stock determination for creditable
possibility P=0.95.
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Figure 3. Graph of warehouse stock distribution cumulative function F(I) with an
example of stock determination for creditable probability P=0.95.

4, New Method of the Warehouse Stock and Capacity Determination

This method of warehouse capacity was created at Petersburg University of Transport
Engineering in the 80" and was used while projecting a lot of warehouses for various
industries. It does not request to form graph of distribution F(I) and contains only mathematic
calculations. So it is possible to fulfill this method on computer and optimize capacity of

warehouse with taking into account casual fluctuations of going in and out material flows.

The following probability distributions should be designated as initial data:

of arriving flow: Qa= 1Qa Qa2 ... Qun [
Pa]_ Paz Pan (11)

of dispatching flow: Qq= {le Qa2 ... Qdm}
Par Pa2 ... Pam (12)
The core of this method is calculation of warehouse capacity as casual i-event, which is
represented combination of probable values of flows going in Q,and out of the warehouse Qq:
li = lo + Qia— Qid, (13)

where o - is some initial or insurance stock, that is set depending on type of warehouse and

some other conditions.
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Probability of i-stock at the warehouse is calculated with formula:
P(I1=1)=P(Qa)*P(Qa ), i= Lnm, (14)
where P (Qa.i ) and P (Qgi ) - conforming probabilities, that Q, cargo would arrive to the
warehouse and Qg cargo would be dispatched from the warehouse;
n — number of values in the flow going into the warehouse;

m - number of values in the flow going out of the warehouse.

Block-chart of algorithm of calculation the warehouse capacity by this method for designated

Creditable probability “p” is shown in Figure 4.
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Calculation of warehouse capacity with the mentioned method under simple conditions (when
n and m are not more than 3-4) can be easily produced just on-hand, that is confirmed by the
following example. Let accept that it is necessary to determine capacity for a warehouse,
which experienced the following material flows:
arriving flow: Q.= (120 150 200
{ 0.20 0.60 0.20 } ; (15)
dispatching flow: Qg = {140 180 }

0.65 0.35 /, (16)
where 120, 150, 200 - number of transport batches (railway cars, trucks etc.), that arrive to
the

warehouse for some period of time;
0.20, 0.60, 0.20 — conforming probabilities of these arriving quantities;
140, 180 - number of transport batches, that dispatch from the warehouse from the
same
period of time;
0.65, 0.35 - conforming probabilities of these dispatching quantities.

Let us determine initial stock from the condition, that the warehouse was not empty at the
beginning:

lo = 180 — 120 = 60 batches,
where 180 and 120 — minimal values relative arriving and dispatching flows into and out of

the warehouse. Assign the creditable probability of the stock calculation p = 0,95.

Let us calculate all the possible unions of arriving and dispatching material flows (there may
be only 6 such unions):

1° combination: Stock = 60+20-140=40; probability of the stock: P(1=40)=0.20*0.65=0.13;
2nd combination: Stock = 60+20-180= 0; probability of the stock: P(1=0)=0.20*0.35=0.07;
3rd combination: Stock = 60+150-140=70; probability of the stock: P(I1=70)=0.60*0.65=0.39;
4th combination: Stock = 60+150-180=30; probability of the stock: P(1=30)=0.60*0.35=0.21;

5th  combination:  Stock =  60+200-140=120; probability of the stock:
P(1=120)=0.20*0.65=0.13,;
6th ~ combination:  Stock =  60+200-180=80;  probability = of the stock:

P(1=180)=0.20*0.35=0.07.
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It is necessary to verify that these cases form full group of events (in this case the sum of their

probabilities must be equal 1.00):

P. =0.13+0.07+0.39+0.21+0.13+ 0.07 = 1.00.

6
i
i=1

The standard condition is observed. Thus probability distribution of warehouse stock as

cooperation of two fluctuating flows has been formed:

Qa= J0 30 40 70 80 120
0.07 0.21 0.13 0.39 0.07 0.13 .

Now the cumulative function of stock distribution (from less stock up to the bigger ones) can
be produced:

Lo 0 30 40 70 80 120

FA).......... 0.07 0.28 0.41 0.80 0.87 1.00.

From this function it can be seen that creditable probability having been assigned as p=0.95
is located between 0.87 (for stock 80 batches) and 1.00 (for stock 120 batches):
0.95 €[0.87;1.00] .

So design value of warehouse capacity may be determined in interval of possible stock

E < [80;120] with formula of linear interpolation:

E=80+ 095-087, (120-80) = 105 transport batches.
1.00-0.87
5. Using the Queue Theory for Warehouse Capacity Determination

With using of the Queue Theory methods the warehouse capacity may be determinated
without preliminary gathering statistics and formation of probability distributions. But the
drawback of these methods is calculation with some average values. The author used the
mathematic model of “destroying & multiplying” to produce a method of warehouse capacity

determination with assistance of The Queue Theory.



139

In this case a warehouse is considered as many-channel mass-service system, with a place for
keeping of cargo representing a canal of service of one transport batch (cargo from a truck or
a railway car). “Refusal” is an event when the storage area is completely full and there is no
room for reception next transport batch, which is considered as entry, which needs to be

serviced, i.e. unloaded, received and put to the place of storage.

The process of entry service is considered as keeping merchandise in warehouse during some
time t, so that intensiveness of entry flow:
u=1/. a7

The storage area can be in one of the following states W; (see Figure 7):
W, — no place in the warehouse is occupied, i.e. the warehouse is empty;
W; — there is one transport batch in the warehouse;
W, - there are two transport batches in the warehouse;
Wj; — there are three transport batches in the warehouse;

W - there are k transport batches in the warehouse (k places are occupied, other n-k
places
are empty);
W, - there are n transport batches in the warehouse (all the n places are occupied, no
places

are empty);
H 2| 3u ku (k+1)p Ny
Figure 7. Marked graph of states and transitions of the warehouse system relative its

storage area occupation.

From every states to another one in direction of increasing its stock (to the right) the
warehouse system transfers with intensiveness of A in the moment, when the next transport
batch comes into its storage area. So the system occurs in the (i+1) state.

Transition the warehouse system in direction of decreasing its stock (i.e. to the left in the
Figure 7, from the i-state to the (i-1)-state) is happened with intensiveness of ku in the

moment, when a new transport batch is dispatched from the warehouse.



140

In according to the Queue Theory probability of storage area to be empty may be calculated

with formula:

2 3 K n -1
A A A A A J 18)

P(Wp) = |1+—+ + +.t +..t
(Wo) ( u 2u® 2*3u° K1* 1" n*u

or with taking into account expression (17):
-1

P(Wp) = 1+/17+3/12¢2+i/13r3+...+1/1krk +...+1m“ , (19)
2 2*3 k! ni
where A - intensiveness of the entering flow.

Probability of only one transport batch at the warehouse (k=1):
A
PW) = £ =PW,), => P(Wa) = k" P(WG); (20)

Probability of two transport batches at the warehouse (k=2):

2 X’
2ﬂz*F’(Wo), = PW)= —

P(W2) = *P(Wo), (21)

Probability of k transport batches at the warehouse (k<n):

A B A
KL PW,), => PWJ= 0

P(Wi) = *P(Wo) (22)

Probability of n transport batches at the warehouse, i.e. when the storage area of the

warehouse will be completely occupied:

/ln /1n n
_*PW,), => PW,)= 2=
n!u n!

P(Wh) = *P(Wo) . (23)

Now it is possible to determine probability of the storage area to be full not completely and
next transport batch can be received into the warehouse:

k __k
P (k<) =1- 22 %PON,). (24)
Having designated average stock of cargo at the warehouse | = A t, it is possible the

expression of probability of empty storage area rewrite in the following view:
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P(Wo)= 1 (1+ ZLL—U : (25)

Then probability that there will be some room for cargo at the warehouse (24):
k
P(k<n):: 1—"%7*————;£——FT .
S 1+ Zk:lﬁ

Changing the row, that is divider in this formula to e' according to research of Macloren ,

(26)

receive probability of empty warehouse:

P(vvo):ei. => P(Wo)= ¢ 27)

Now the formulas (22) and (24) may be written in the following view:

Probability of k transport batches at the warehouse (k<n):
k
P(Wi)= re (28)
Probability that the storage area is not full completely and there is room for the next transport

batch to be received into the warehouse:

k
|

P (k<n) = 1—E*e‘I . (29)

P(Wi)
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Figure 8. Character of probability of having room for cargo at a warehouse P(W; ) as

depending on number of transport batches k at the warehouse at the moment.

Distributions of occupying storage area of the warehouse as calculating by the formula (29)
are displayed in Figure 8. It can be seen from this picture that average stock at the warehouse
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| = At conforms to the most probable stock and shows vertexes of the graph curves. However
the stock may be exceeded and in this case capacity of the storage area would occur to be not
enough. For practical use this new method of capacity warehouse determination, the graphs of
cumulative functions of stock distribution were produced which are shown in Figure 9. The

graphs were formed with the following formula:

FWe)= D —%" . (30)
i K
F(Wk)
O N S S
p=0.95_ !
! i
I |
I |
050" Xfro--ofmmmrfmm oo 4| ---------------- the
! i
1 |
1 |
I |
I |
I |
Ll | k
5 10 15" 20 25
Figure 9. Graphs of Cumulative Function of warehouse capacity distribution F(Wy ) as
depending on transport batches number k for transferring warehouse with
average term of cargo keeping 2 days (example is shown of warehouse
capacity determination for capacity 1=10 batches, annual flow N=1825 batches
and creditable probability p=0.95)
6. Warehouse Capacity Determination Using Simulation

The task of determination of warehouse stock and capacity can be resolved by way of
simulation on computer, but for this it is necessary to have special program, that is rather
expensive (as a matter of act under Russian conditions). Simulation of warehouse stocks
provides possibility to determine them rather precisely. Although for that it is also necessary
to know the laws of material flows distributions — arriving to the warehouse and dispatching
out of it. These laws are to be formed in the same manner as in methods of using probabilities.

The algorithm is based on the continuance equation:
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Qi—-Q2= i—l, (17)

where Q1, Q2 - arriving and dispatching quantities of cargo;

Al — changing of the warehouse stock;

At — period of time, for which the stock has changed by value of Al.
The initial data for simulation include laws of material flow going in and out of the warehouse
and number of simulation experiences n. The flows can be assigned in view of tables,
probability distribution or formula. While simulation is in process the warehouse stock the
laws of casual quantities of arriving and dispatching cargo are formed with assistance of
pseudo-casual numbers, evenly distributed in the interval [0,1] and on the foundation of
assigned statistic distributions of material flows. The computer program, having created
values of in-going quantity of cargo Qi and out-going quantity Q. in every i-cycle of
simulation experience calculates the warehouse stock as follows:

li=lia+Q1—Q2, (18)

where 1.3 - the warehouse stock in the previous, (i-1)-cycle of simulation experiences, that
for the first cycle of simulation is taken equal to safe stock for a supplying warehouse and can

be taken equal to O for a transferring warehouse at long-distance transport.

The number of experiences should be big enough (for example — 365 days, i.e. one year), so
that the results received statistical steadiness and with determine probability could be
acknowledged to be true. Such simulation model was worked out at the Freight & Logistics

Department of Petersburg State University of Transport Engineering. In is displayed below:
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* GPSS - Inventory Management
AAAXAAAAAAXAXAAAXAAAXAXAAAXAAAAXAAXAAAAXAXAAAXAAAXAXAAXAXAAAXAXAAXAXAAAXAXAAAAAAAAAXAXAAAXX) K
* *
* Order Point Inventory System *
* *

B o ko e o R AR AR R AR AR R AR AR R R R R R R AR o S e e R R R AR AR R R S e S e R R R AR R e

* Initialize and define

INITIAL X$ACB, 150 ;Arrival Cargo Batch.
INITIAL X$Point,300 ;Order point
INITIAL X$Stock, 1000 ;Set initial stock = 1000
Inventory TABLE X$Stock,300,50,7 ;Table of stock levels
Sales TABLE P$Demand,70,10,7 ;Table of dispatches per day
Var2 VARIABLE RN1@24+40
GENERATE _—
Again TEST L X$Stock, X$Point ;Test of stock level
ADVANCE 1 ;Skip over time of 1 day
SAVEVALUE Stock+,X$ACB ;Addition to Stock
TRANSFER ,Again ;Repeat of stock replenishment
B R e R R R e e R R e e e R e
GENERATE 1 ;Create daily dispatch
ASSIGN Demand, V$Var2 ;Assign daily dispatch
TABULATE Inventory ;Record inventory

TEST GE X$Stock,P$Demand ;Make sure order can be executed
SAVEVALUE Stock-,P$Demand ;Remove cargo from stock

SAVEVALUE Sold,P$Demand ;X$Sold=Daily dispatched cargo
TABULATE  Sales ;Record daily dispatched cargo
TERMINATE 1 ;Daily timer

Figure 10. Order point inventory system.

The model consists of three main parts: the initial data declaration; simulation of cargo arrival
process to warehouse; simulation of cargo dispatching process from the warehouse. Four
columns of the model include: labels; blocks and commands; operands of the blocks and
commands; commentaries. Additional information in the simulation model is marked with

stars *, this information is ignored by the system translator.

The first block INITIAL declares parameters of transport batches, arriving to the warehouse.
The next block INITIAL designates the “order point”, that shows moment of replenishment
of the warehouse stock. The third block INITIAL designates the initial merchandise stock at
the warehouse. The command TABLE (with label “Inventory”) forms a table for the
changing stock. The second command TABLE is intended for offers for cargo to be delivered
from the warehouse. The command VARIABLE interacts with generator of casual numbers,
forms and gives them into the simulation model. The block GENERATE creates offers for

dispatching cargo from the warehouse. The block TEST L testifies whether the stock occurs
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less than the insurance stock. The block ADVANCE moves the model time. The block
SAVEVALUE forms new warehouse stock. The block TRANSFER transfers the model

entry to the next block in accordance with the simulation algorithm.

The further blocks simulate delivery cargo from the warehouse. The block GENERATE
forms daily volume of dispatching cargo from the warehouse. The block ASSIGN forms
demand for cargo. The block TABULATE writes in the TABLE with label «Inventory» data
of stock. Block TEST GE testifies whether the stock in the warehouse is enough to make sure
the order can be executed. The block SAVEVALUE decreases inventory at the warehouse by
the volume of dispatched cargo in this day. The next block SAVEVALUE records the
dispatched volume of cargo. The third block TABULATE puts in the TABLE with label
“Sales” the volume of delivered cargo. The block TERMINATE counts number of fulfilled
cycles and finishes simulation if the number occurs to be equal 0. GPSS system shows results
of simulation automatically in standard view, that is rather full (contains some dozens of

values).

Simulation system GPSS World gives away in the results also graphs with histograms of
stock fluctuation (the table “Inventory”) and daily dispatching (table “Sales™). The research
with using of the simulation model is not revealed here. They can be easy executed by any
expert depending on characteristics specific warehouse, parameters of material flows and

other conditions.

7. Conclusions

In the article several methods of merchandise stock and storage areas of warehouses
determination are represented. This information may be useful for projecting and research by
the engineers who are interested and eager for reception more specific knowledge on the
warehouses in supply chains, where warehouses are of great importance. These methods take
into account probable fluctuation of warehouse stock during their operation in the logistic

networks.
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[Mporecc cOopa 3aka30B Ha CKIIAJE U CTOMMOCTb

Aypenus bypuHckuHe

Abstract

Order picking process is the most laborious activity in warehouse. It consumes almost 50 % of all warehouse
labour activities. The study pays special attention to order picking process in a wide-aisle warehouse with the
aim to identify the opportunities resulting to reduction of order picker’s costs. The order picking process
optimisations are analysed using simulation model. The presented results show that the picker’s travel distance
can be reduced by 45%, and order picker’s costs - by around 38% by using appropriate combination of
optimisation methods.

Keywords: Order picking, simulation model, wide-aisle warehouse, batching, zoning, routing, order picker’s
costs

AHHOTanUst

[pouecc cbopa 3aka3oB sBisieTCsE HabOIee TPy NO3aTPATHOH onepauneld Ha ckiage. OH COCTaBIsET MPUMEPHO
50% Bcex omepanuii B padote ckinama. CraTes yaeiseT ocodoe BHIMaHHUE Iporeccy cOopa 3aKa3oB B IIUPOKO-
MPOXOIHBIX CKIIAJIAX C LICJNBI0 ONMpPE/ICIICHNs] BOSMOXKHOCTH COKPAIICHUS 3aTpar Ha cOop 3aka3a. OnTumusauus
nporecca cOopa 3aKa30B aHAIM3HPYETCS, MHCIIONb3YS HMHUTALMOHHOE MOJCNIMpOBaHUE. IIpeacTaBieHHBIC
pe3yIBTaThl TOKA3BIBAIOT, YTO PACCTOSHUE, MPOUICHHOE IMOTPY3YHMKOM, MOXET OBITh CokpamieHo ao 45% u
CTOMMOCTh COOpPKH 3aKa3za — IpUMepHO Ha 38%, 3a cyeT MCIOJIb30BaHUS ONPEACIICHHOTO COYETaHHsS METOHOB
ONITHMH3AIIHH.

KiioueBble cioBa: C60p 3aKa3a, MMHUTAMOHHAsA MOJICIIb, IIHUPOKO-IIPOXOJHBIC CKJIaJbl, 30HUPOBAHME,
MapmpyTusanusda, CTOMMOCTb C60pKI/I 3aKasa.

1. Introduction

Nowadays, a critical point in warehouse management practice is finding ways to answer a
question “How to increase efficiency and how to reduce daily costs?” This research pays
attention to a customer order picking process with the aim to reduce order picker’s costs. The
research focuses on manual picking process when the picker receives a pick list from a
computer station, picks an empty picking cart at a pick-up point, travels to picking locations
to pick products (Petersen et al., 1999), delivers them to a drop-off point and completes
picking at computer station. In the research the meaning of the depot consists of the computer
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station, the pick-up and the drop-off points. The simulation model created by author is used in

the research.

2. Order Picking Process and Simulation Environment

Order picking process

Order picking is the retrieval of products from specified storage locations on basis of
customer orders. In general, the order picking process is the most laborious activity in a
warehouse. On average, order picking costs may amount to 50 % of warehouse operational
costs, as measured by Tompkins et al. (2003). The common objective in the most of case
studies is to minimise order picker’s costs. Hodgson et al. (1982), Gray et al. (1992) study
possibility to optimise warehouse operations and to minimise the costs mentioned above.

For studying manual order picking process, warehouses with single block are often chosen.
There are some studies dealing with multi-block warehouses regarding 1) aisle configuration

problems and 2) storage.

Aisle configuration problems
Bassan et al. (1980) and Rosenblatt et al. (1988) calculate picker’s travel costs; Dukic et al.

(2008) define that two block warehouses are more potential then single block ones.

Storage (random, class-based or volume-based) policy

According Petersen (2002), policies of random and volume-based storage affect the usage of
labour; also order picking is significant in terms of its influence to company’s customer
service policy. This relation is determined by order picking efficiency and accuracy.
Efficiency shows how fast an order may be retrieved, and how soon it is available for
shipping to the customer; accuracy is a degree, which shows number of picking errors. In
order to operate efficiently, the order picking process needs to be designed robustly. Any
underperformance in the order picking can lead to unsatisfactory of service and to higher

operational costs. (De Koster et al., 2006)
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Most methods, which are used for the improvement of order picking efficiency, focuses on
reducing picker’s travel distance, and can be categorized into four groups according basic
policies: routing, storage, batching (Roodbergen et al., 2006) and zoning (Gray et al., 1992).
Routing methods determine the sequences in which the order picker is expected to move from
one location to another and routes of travelling, trying to minimize total travel distance. The
sequence of visiting locations in wide-aisle warehouse are studied by Merkuryev et al. (2009)
and savings of 60 % are reported; the most famous routes of travelling are introduced by
Roodbergen (2001), Dukic (2004), De Koster et al. (2006).

Storage methods, or assignments of items to storage locations based on some rules, can help
to reduce travel distances compared to random assignment (Dukic et al., 2008). These
assignments are compared by Hausman et al. (1976), Yang (1988), Roodbergen et al. (1999),
Van den Berg et al. (2000), etc. Order batching methods, or the grouping of two or more
customer orders in one picking tour, are also used to minimise total travel distance. The batch
size (number of different customer orders picked per stop) is analysed by Gray et al. (1992),
Gong et al. (2008), Gong (2009), etc. Order zoning methods analyse the order picking process
when each picker is assigned to a single picking zone. The benefit of zone picking method is
the minimisation of picker’s travel distance per item picked through the maximisation of the
number of picks along picking tour (Gray et al., 1992). Number of zones is studied by Gray et
al. (1992), Le-Duc et al. (2005), etc. All above mentioned methods are used to improve order
picking efficiency. However, the performance greatly depends on the batching and zoning, on
size of the warehouse, characteristics of orders, on the picking cart capacity and on the

technical process design.

This research focuses on two-block warehouse. The study pays special attention to the order
picking process in the wide-aisle warehouse with aim to identify opportunities resulting
minimisation of picker’s travel distance and reduction of order picker’s costs. The study
focuses on order picker who retrieves products by customer orders. The customer order
transferred into pick list is forwarded to the order picker via information technology-based
tool, which tells the picker what to pick and from which picking locations. An order picker
always starts a route at the depot. For changing the aisle, the picker moves in the direction of
the closest cross-aisle. The routing algorithm chooses the shortest way for each aisle
separately: the picker needs to return back to the front cross-aisle or to transfer the aisle
through its entire length till the rear cross-aisle (Merkuryev et al., 2009). In a two storage
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blocks warehouse, the middle cross-aisle operates as the rear cross-aisle for the first storage
block and as the front cross-aisle for the second storage block. This route is called a
composite route (combines S-shape and return routes, and is proposed by Petersen (1995), Le-
Duc et al. (2004)) and displayed in Figure 1. With the composite route the aisles, which have
the picks, are either entirely traversed or entered and left at the same end. The routing

algorithm has a possibility to check one aisle ahead.

Other routing algorithms for multi-block warehouses are studied by Roodbergen et al. (2001,
1999). They adapted different routes with some modifications for such kind of warehouses
(Le-Duc, 2004).

g
i

Figure 1. Composite route (grey- specified locations, black- depot).
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For studying manual order picking process, warehouses with narrow aisles, which enable the
picker to retrieve products from both sides of the aisle without changing position (De Koster
et al., 2006), are often chosen. However, this case study, aiming to analyse a picker’s travel
distance, examines a warehouse with wide aisles. In order to retrieve products from both sides
of aisle picker needs to travel in a wide-aisle warehouse additionally. In the case study the
composite route is integrated with travelling inside the aisle to retrieve products from both
sides of the aisle (Caron et al., 2000). The travelling inside wide-aisle is illustrated in Figure
2.
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Figure 2. Travelling in the wide-aisle.

In the most of cases of minimisation of order picker’s costs, authors analyse picker’s travel
distance. Two types of travel distances for order picking are used in literature: average travel
distance per order and total travel distance (for a set of orders). The case study focuses on the
last one. By minimising an average travel distance, the total travel distance is also minimised
(De Koster et al., 2006).

In order to define the most efficient order picking method in the wide-aisle warehouse and to

analyse possibilities to optimise the order picking process, a simulation model is created.

Simulation model

The structure of the Excel-based simulation model is based on:

Warehouse plan. A schematic picture of the wide-aisle warehouse is shown in Figure 3. The
width of aisles is 5 metres. The items (each item with one picking location) are stored on
shelves and are picked in cases from picking locations. The considered warehouse, called a
reference warehouse, has eight parallel aisles, and each aisle contains one hundred picking
locations (the width of each location is 0.8 and the length — 1.2 metres). The cross-aisle in the
middle of the warehouse separates it into two storage blocks and makes three possibilities of
switching between aisles: at the front, at the rear and in the middle. The width of middle
cross-aisle is 4.8 metres and it is used in the reference warehouse to handle the traffic. In the

reference warehouse the total width of corridor is 3.4 metres.
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Figure 3. Wide-aisle warehouse plan.

Pick list database. Customer orders are entered into a pick list database, which contains the

name of the customer, date, the items and the quantity ordered by the customer.

Simulation on warehouse plan. Simulation on warehouse plan uses the pick lists database,
where sequences by locations shall be visited are defined; for picking in accordance with the
next pick list, the picker returns to the depot. It is also considered that the order picker travels

in warehouse at the same speed.

The movements such as order picker inside aisles, cross-aisles and picker returns to the depot
are modelled by Visual Basic macro commands. Three macro command blocks are used for

the algorithm:

The first two command blocks - for moving between even or odd locations. The picker is

moving according to the schematic picture of the reference warehouse. Generally, during
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simulation the picker is moving at the right side of the corridor and is stepping to the left side

by a pick list request only.

The third command block - for returning to the depot.
If the picker moves between different aisles for any purposes (to pick items or to return to
depot) the algorithm checks which cross-aisle is closer to the previous and next locations, and

indicates the closest cross-aisle for the next picker’s movement.

The simulation model also gives ability to check the customer order. The data may be seen on

4 Microsoft ¥isual Basic - C_Layout_MK 13l x|
%Ella Edit Yiew Insert Format Debug Run Tools Add-Ins

warehouse plan by choosing its appropriate customer order number (Figure 4).
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Figure 4. Simulation model: customer order on warehouse plan on the left side and
routing algorithm on the right side.

The macro command is also used to calculate total travel distance. It is considered, that inside
the corridor, the order picker is walking 0.3 metres away from the shelves. When the picker is
retrieving a product, 0.3 metres till location and 0.3 metres back are added to the total travel
distance. If the picker is stepping from the right side of the corridor to the left side or from the
left to the right side, the distance of 2.8 metres for changing sides is added. The calculation of
total travel distance is activated by pressing the Visual Basic macro command button (see

Figure 4).
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Customer order

A customer order is defined as an order placed by the customer on specified date. The
customer order can be transferred into one pick list or into separate pick lists (De Koster et al.,
2006). In this case study customer orders are split into pick lists based on the customer name,
date and picking zone. When the customer order is large, it is split into separate pick lists
according picking zones. However, the smaller pick lists are, the more often the picker is
returning to the depot and his total travel distance additionally increases. Due to this, the

number of picking zones needs to be carefully analysed.

Zoning methods

Zoning means, that entire warehouse is split in multiple parts, each with different order
pickers. Zone picking requires that order picker only pick products stored within his picking
zone. Possible advantages of zoning are defined by De Koster et al. (2006). De Koster et al.
(2006) find that due to zoning order pickers need to traverse a smaller area and they become
familiar with the products in the zone. Also that zoning reduced traffic congestions in
warehouse (De Koster et al., 2006). Petersen (2002) examines the configuration of picking
zones in order to minimise picker’s travel distance. Petersen (2002) defines that both the size
of the zone and the number of items on the pick list have a significant effect on picking zone
configuration. Le Duc et al. (2005) find that in case of ‘small’ orders the order picking takes
longer. However, if ‘small’ order is split into very small zones (or sub-zones) then order

picking efficiency can be improved by 25 % (Le Duc et al., 2005).

De Koster et al. (2006) propose two approaches, how the zoning can be organised: Using the
first approach one order picker starts to work on the customer order. When the first picker
collects products from preferential picking zone, the picked products are handed to the next
picker, who continues the assembly of the customer order. Hence the customer order is only
finished after having visited all relevant picking zones. In practice, the usage of preferential
zone depends on safety requirements or product characteristics, like size and weight.

Using the second approach several order pickers work on one customer order at the same
time; order pickers work in different picking zones. The picked products are placed together

and later (if needed) are merged by driver. In practice, zoning is partially based on the size of
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picking cart and the number of picks in particular zone. Also zoning is used for separating

detergents, tobacco, alcohol products and temperature-based products from other items.

In literature zoning methods are classified into (Le-Duc, 2005):

Sequential zoning — one order picker starts to work on the customer order. Hence, picking of
customer order in one zone is finished, products are sequentially picked from all the other
relevant zones;

Parallel zoning — all order pickers can work on the customer order at the same time. This

synchronization of pickers intends to pick any customer order faster.

Regarding zoning, always even number of aisle has to be included into the picking zone: even

aisles are left, most often, from the front (depot side).

Order picking

The order picking can be organised in several ways. The basic variants include picking by
order or picking by article (batch picking) (Le-Duc, 2005). The customer order can be
transferred into one pick list or into separate pick lists (De Koster et al., 2006). This way of
picking is called “picking by order’ (De Koster et al., 2006). In the case of picking by article,
the order picker retrieves product (the batch) from location according multiple customer

orders.

Batching is the process of combining several customer orders into one or more pick lists. All
customer orders which to be collected are joined together. This means that in one picking tour
several parts of customer orders are picked. Later during the sorting process, the items are
sorted into original customer orders. Many in-between variants exist, such as picking multiple
orders followed by immediate sorting (Le-Duc, 2005) (separation to different picking carts)
during picking, or the sorting takes place after in the special sorting area. The first way is

called ‘sort-while-pick’, the second way - ‘pick-and-sort’.

Many studies focus on batch picking. Two types of order-batching algorithms are developed
in order to find the most suitable orders to be batch together. First, for example, random
orders are batched together or small orders are combined into a larger picking tour. Second,
the orders are selected according different rules. At the beginning, for example, the order with
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longest pick tour, or the order with large number of positions, or the order with most distantly
located (i.e. furthest from the depot) items, or the order with the largest difference between
depot aisle and the right-most and the left-most aisle are found. After that another order is
selected, to be included in a batch. Usually, it is selected based on ‘travel distance’, for
example, if there are additional aisles which to be visited when the new order is added; if
there are additional locations to be visited the sum of travel distances between every location
of an item in the new order and the closest location of item from the main order are
calculated. Elsayed et al. (1989) propose algorithm, which combines small and large orders: at
first they classify orders as ‘large’ or ‘small” before assigning them to different batches, after
calculation of smallest travel distances (De Koster et al., 2006). However, according the
author of the research, warehouse management systems have no possibility to calculate
picker’s travel distance - they are able to calculate some distances and to sum them only.

That’s why the order-batching algorithms must be as simple as possible.

De Koster et al. (2006) treat, that when orders are fairly large, each customer order can be
picked individually (i.e. one order per picking tour) (this way of picking is called as the single
order picking method). Only, when orders are small, there is a possibility for reducing total
travel time by picking a set of orders in a single picking tour (De Koster et al., 2006).
However, this case study shows, that when orders are too small (consists only of ten

products), there is a need to pick in a single picking tour.

If order picker is picking products according paper-based pick list, at first he receives a pick
list at the computer station, then takes 4 picking carts on a lifter and moves to certain picking
locations to retrieve products according to the pick list, at the end, delivers picking carts to the
drop-off point and then moves to the computer station to confirm the completed order and
quantities of delivered products (Petersen et al., 1999). For picking by article situation *pick-
and-sort” variant can be used only. The simplest way is to pick articles according single pick
list. In such way, two or more customer orders are combined into one pick list. The products
are retrieved by order picker in one picking tour and sorted by the picker after in the special
sorting area. Over wise, the paper-based batch picking process is too complicated and order
picker can make sort-while-pick errors. In general, even a good pick list, which have the
information most needed, presented in the sequence needed and easy for the picker to handle,

and can’t insure the order picker from making errors.
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The usage of information technology-based tool in order picking process can be useful to help
solving the above mentioned problem. Properly implemented technologies can help to reduce
existing errors and can insure the order picker from having sort-while-pick errors, but none of

them are able to eliminate all human errors.

The pick list is forwarded to the order picker via information technology-based tool, which
tells the picker not only what to pick and where from, but also where to place. In such
situation sorting during picking can be applied. Gademann et al. (2005) show that the batch
picking can be applied in some case when order picker sorts several customers orders during

picking.

The common objective for implementing information technology-based picking tool is to
minimise labour cost. In literature picking with information technology-based tools is
classified into picking with scanners, picking with voice and picking by light (Gong, 2009).
By scanning location and picking cart, order picker identifies where from the product picked
and where placed. In picking with voice situation pick list is converted into spoken
commands. The order picker has a handset with a microphone and a small battery-powered
portable computer with audio capability, wearied on belt. During the picking process, the
order picker hears where to go, how much to pick and where to place. In batch picking
situation, the order picker hears “pick five, distribute 2 to order A, 1 to order D, 2 to order F’.
Practically, with using voice 2-6 orders can be batched at the same time (Flanders, 2002). For
picking by light situation light-emitting diodes are used; they display picking location, the
quantity to be picked, and the picking cart for placing the product. Also light-emitting diodes
can have different colours for different order pickers (Gong, 2009). Instead of portable
scanners and portable computers Tesco (2001) uses a computer on the trolley (picking cart)
which tells the order picker what to pick and where from, and maps out the most efficient
route. In such case the order picker communicates with warehouse management system
electronically. Using such possibilities, for example, during a pick tour order pickers can be
instructed through handheld terminals connected to the computer station, to pick items of new

customers’ orders, which have been just received at warehouse (Gong, 2009).

According to Goetschalckx et al. (1989), the main target of above mentioned picking tools is
to maximise both efficiency and accuracy in order picking process. The goal for accuracy is 1
error per 1000 picking lines, but in general during order picking process more errors appears.
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For higher accuracy level, scanning or picking with voice (in high-volumes operations) can
help (to validate the pickup). In practice, picking with voice helps to improve picking
accuracy by 50-70%. For example, wholesale food distributor U.S. Foodservice reduced
picking errors by 70% when voice picking solution was rolled out in 24 of its distribution
centres (Lcefield, 2004). The company Save-A-Lot realized an 80% improvement in accuracy
in its network of 16 warehouses after implementing specific voice picking solution (Save-A-
Lot, 2005). While the Associated Wholesale Grocers’ Kansas City warehouse improved its
order accuracy rate from 99.52 % till 99.64% by voice picking solution. This means, that from
62 million cases a year 74.000 cases are picked additionally correctly (Langnau, 2004). So,
more accurate picking can create a ripple effect from which benefits customer service policy

of company.

Seeking to improve the order picking process efficiency, the case study analyses different
possibilities to collect specified items by tools based on information technologies. In this
research batch picking in two-block warehouse is studied. Herein, the first approach ‘sort-
while-pick’ of batch picking is analysed and it is considered that pickers are closing picking
tour with complete picking carts (there is assumption made that the pick cart has sufficient
capacity to accommodate all picks (Gong, 2009)), which have to be placed at drop-off point
based on original customer orders. From each of zone at least one full or almost full picking
cart is delivered to single customer order collection area at the drop-off point. For higher
accuracy level, the scanning of picking cart label and drop-off zone label can help to validate
drop-off. It is considered that in each pick zone two orders are batched at the same time. In
this case study the entire warehouse is split into two picking zones; four aisles represent each

picking zone.
3. Experiments and Results
In the reference warehouse every item was passed by order picker many times during the day.

Of course, such travelling took hours but not always added value. That’s why optimisation of

picker’s travel distance was needed.
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Figure 5. Different scenarios: zoning and batching algorithm

The objective of developed zoning and batching algorithm (which is presented in Figure 5)
was to reduce picker’s travel distance and to minimise the number of picking stops. Customer
orders were classified into large and small ones. The orders, which had on maximum ten
items, were called ‘small’, all others — ‘large’. After that customer orders were assigned to
different batches. For each batch were assigned two original customer orders only. Later all
batches were separated into two picking zones. The scenario was tested, and results of the
experiment and basic scenario were compared. Later the above mentioned algorithm was
improved. Only the batches of large orders were split into different picking zones. The
presented zoning and batching algorithm was used in pick lists generation stage.

In order to test different scenarios customer orders were entered into pick list database. The
products and the number of products were selected for each customer order randomly. On
average one customer order had 49 products. For basic scenario 3.532 pick lists and for first

scenario 4.093 pick lists were generated.

The performed experiments showed positive results. Even in case when number of pick lists
was increased the total travel distance was 34 % less (and were 1.854.427 metres). From the
experiments was clear that it is not efficient to handle small pick lists. So, the experiment was

repeated. This time the small customer orders (which had only ten items) were not linked to
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picking zones. After recalculation, the total travel distance was 1.534.336 metres. The final

results showed that the picker’s travel distance was reduced by 45%.

4.

Order Picker’s Costs

The objective of this study is to minimise costs by optimising order picking operations. Gray

et al. (1992) propose to analyse order picking operations in accordance with the components

as follows:

‘Travelling’ associated with distance travelled by order picker,

‘Stopping’ associated with the number of different picking stops (i.e. number of
picking cart stops or batches),

‘Grabbing’ associated with the total number of cartons picked at each stop,

‘Closing’ associated with operations at the computer station (to confirm completed
order, quantities of delivered products, and receive new pick list).

Now we can study each above mentioned component:

“Travelling” component. Comparing results of basic and the second scenario, we can
see that the picker’s travel distance can be reduced by 45 %. The experiments show
that this is the most labour activity during order picking;

‘Stopping’ component. Comparing the single picking and batch picking methods, we
can see that number of picking stops can be reduced by 4 %. Gray et al. (1992)
propose to calculate 0.29 minutes per stop. If on average the order picker stops 277
times, this means that during a day picker spends around 1.5 hours at picking
locations;

‘Grabbing’ component. Comparing results of basic scenario and other scenarios, we
can see that it is no matter when order picker grabs cartons on one or on several stops.
Gray et al. (1992) propose to calculate 0.0383 minutes per carton. If on average the
order picker picks 3 cartons per item, this means that during a day he spends half an
hour to grab cartons;

‘Closing’ component. In basic scenario paper-based pick lists take some order picker’s
efforts to handle the job at the computer station. However, in other scenarios there

isn’t a need to have such operations. Gray et al. (1992) propose to calculate 2 minutes
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per pick list. If on average the order picker picks 13 pick lists, this means that during a

day he spends around half an hour at the computer station.

According Gray et al. (1992), which propose to calculate daily costs of order picker, during a
day one order picker costs 40 Euro, then 27.5 Euro costs travelling, 7.5 Euro - stopping, 2.5
Euro - picking of cartons, 2.5 Euro - operations at the computer station. After comparison of
the basic and the second scenario some results occurred that show benefits of usage of
information technology-based tools as follows: 45 % (12.4 Euro) of travelling costs, 4 % of
stopping costs (0.3 Euro) and all closing costs (2.5 Euro costs related to operations in the
computer station) can be saved; totally can be saved 15.2 Euro, i.e. around 38 % of daily costs
of order picker. The presented results show that order picker’s costs can be reduced by around
38%.

5. Concluding Remarks

The described experiments demonstrate that in the reference warehouse the efficiency of the
picking process can be improved up to 45 % by using batching and choosing the right zoning
method (see Figure 5). The target of this case study is to have a possibility of evaluating
different methods in a wide-aisle warehouse at the pick list creation moment in order to create
the pick list according to the best one.

The concluding remarks for picker’s travel distance are as follows:
e The total travel distance is lower when the number of aisles included in the picking
zone is even,
e The combination of batching and zoning methods depends on the number of items

ordered by the customer.

Results of the research show that even usage of simple order batching method lead to
significant picker’s travel distance improvement. Results also show that travelling takes hours
in large warehouses but not always adds value. In order to provide value-added order picking
process and shorten response time the information technology-based tool has to be used. The
presented results show that the picker’s travel distance can be reduced by 45%, and order

picker’s costs - by around 38% by using appropriate combination of optimisation methods.
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Evaluating Automated Storage and Retrieval Systems Using Spreadsheet
Simulation

Lauri Lattila and Juha Saranen
Lappeenranta University of Technology, Kouvola Research Unit, Finland

OHGHKa ABTOMATHU3UPOBAHHLIX CKJIAA0B U CUCTEM ITOMCKA, UCIIOJIb3Y
MOJCIUPOBAHHUC B SJICKTPOHHLIX Ta6J'H/II_IaX

Jlaypu Jlartuia u FOxa Capanen

Abstract

Warehousing plays an important role in the efficiency of todays international supply chains. Warehouse
activities include the receipt of items and customer orders, storing items, order picking, shipping, customer
service and reclamation, and control. Order picking constitutes 65 per cent of the total operating costs for a
typical warehouse. Optimal configuration of warehouse activities depends on several design criteria. Basic
alterative system designs are based either on manual labor or automated systems. While manual systems
typically require smaller investments automated systems enable increased efficiency in space utilisation,
advanced flexibility, as well as reduction in spoilage and administration cost.

Transportation and material handling systems tend to be too complex for analytical models to be modelled
realistically. On the other hand, discrete event simulation offers a tool for evaluating automated material
handling systems on a detailed level. However, discrete event simulation requires extensive model building time
as well as special training. In this paper we conduct a feasibility analysis of two automated storage and retrieval
system configurations by combining static spreadsheet modelling with Monte Carlo simulation. Using the
spreadsheed simulation tool payback time of each investment alternative as well as main factors affecting the
economic feasibility are identified. After this initial evaluation only configurations with most potential need to
proceed to more detailed planning.

Keywords: AS/RS systems, warehousing, investment evaluation, Monte Carlo simulation

AHHOTAINSA

TpancnopTHpoBaHKE UTPAET BAKHYIO POJIb B 3()()EKTUBHOCTH COBPEMEHHBIX MEX/[yHapOJHBIX IIETICH MTOCTaBOK.
Ckrnaackasi JEesTeNbHOCTh BKIIFOUAeT IMOJIyYEHHE I'PY30B M 3aKa30B KIIMEHTA, XPAaHEHHE TIPy30B, IEPErpy3Ky,
o0ciyHBaHKHe KIMEHTOB U MPETeH3UH, a Takke yrnpaeienue. COopka 3aka3oB 3aHUMaeT 65 MPOIEHTOB 00IIKX
9KCIUTYyaTal[MOHHBIX PAacXOAOB Ul THIOBOTO ckiana. OnTuMmainbHas KOHQUIypalus CKIaACKOH NesTeIbHOCTH
3aBUCHT OT HECKOJIBKMX KPUTEPHEB KOMIIOHOBOYHOrO pemieHus. OOBIMHO pelIeHHe NPUHAMAETCs b0
BpPY4YHYIO JIMOO C MOMOLIBIO aBTOMAaTH3MPOBAHHBIX CHCTEM. B TO Bpemsi Kak «py4yHbBIE» CHUCTEMBI OOBIYHO
Tpe6leT MCHBIINUX MHBCCTI/IHHﬁ, ABTOMATU3UPOBAHHBIC CHUCTEMBbIL MO3BOJIAIOT TOJYYUTH 6OJ'II)H_IyIO
3 PEeKTUBHOCTh B MCIHOJIB30BAaHUH CKJIJICKOTO MPOCTPAHCTBA, OOJBIIYIO MOABHKHOCTD, & TAKXKE yMEHBIICHUE
MPOM3BOJICTBEHHBIX OPAKOB U CTOMMOCTH O0CITYKUBaHUSI.

TpaHCIOPTUPOBKA M CHUCTEMBI NEPEBAIKH TPY30B CIHUIIKOM CIOXHBI [UIS aHATUTHYCCKUX MOJECICH, YTOOBI
pe3yneTaThl ObUTM anekBaTHBIMEH. C OPYTOM CTOPOHBI, AUCKPETHO-COOBITHITHOE MOIECIMPOBAHHE ITIpeajiaract
WHCTPYMEHT UTSI OIEHKH CHCTEM aBTOMATH3MPOBAaHHOW 0OpaOOTKH Ipy30MOTOKOB HA JOCTATOYHO JCTAIEHOM,
JIOCTOBEPHOM ypoBHE. OTHAKO, TUCKPETHO-COOBITHHHOE MOICIUPOBAHIE TPeOyeT MPOIOIDKUTEIHHOTO BpEMEHH
MTOCTPOEHHSI MOJICNH, a TaKXKe CIICIHATbHOTO OO0y4YeHHs Uil paboThl ¢ HEW. B 3Toil craThe MBI BBITIOIHWIA
aHaM3 [IByX AaBTOMATH3WPOBAaHHBIX YyYaCTKOB XPAaHEHWS W CHCTEMBl IIONyYeHHWS 3aKa3a, KOMOHMHHPYS
CTaTHUYECKOE MOJICIIMPOBAHUE B JIEKTPOHHBIX Tadbiuuax ¢ meronoM Monre Kapio. Mcnone3ys MmozaenupoBanue
B JJICKTPOHHBIX Ta6m/1uax MOTyT 6]:ITI:. IMOJYUYCHbI OCHOBHBLIC (baKTopr, BIIUAOIINE Ha 3SKOHOMHYECCKHE
mokazareiu paboThl CKJana, a TaKKe CPOK OKYIMaeMOCTH WHBecTuiuil. [locie momoOHON IMpeaBapuTeIbHON
OIICHKHU TPeOyeTCs JIUIIH OIICHUTh KOH(QUTYPAIHIO pa3MEIleHHs TPY30B BHYTPH CKJana 0oliee IeTaabHO.

Karouesnie cioBa: cucremsl AS/RS, ckiaaupoBaHue, olieHKa HHBECTHIUIA, MoienupoBanue Monre Kapio
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1. Introduction

Warehousing plays an important role in the efficiency of todays international supply chains.
Basic alterative system designs are based either on manual labor or automated systems.
Optimal configuration of warehouse activities depends on several design criteria; while
manual systems typically require smaller investments automated systems enable increased
efficiency in space utilisation, advanced flexibility, as well as reduction in spoilage and

administration cost.

As automated material handling systems incur large investments, need for detailed planning
arises. Although discrete event simulation offers a tool for evaluating automated material
handling systems on a detailed level it requires extensive model building time as well as
special training. On the onher hand material handling systems tend to be too complex for

analytical models to be modelled realistically.

This research stems from the practical need of an automated material handling systems
provider. The objective is to construct an easy-to-use evaluation tool which calculates
investment payback time as well as identifies main factors affecting the economic feasibility

of a project.

This research report is structured as follows: In the following Section 2 we briefly review
literature from warehousing and AS/RS-systems. Following Section 3 introduces spreadsheet
simulation the research methodology used. Thereafter, in Section 4 we introduce two cases,
where automated storage and retrieval systems are evaluated with spreadsheet simulation. In

the final Sections 5 and 6 we discuss our findings and conclude our work.

2. Warehousing and AS/RS -Systems

According to Parikh and Meller (2009) warehouse activities include the receipt of items and
customer orders, storing items, order picking, shipping, customer service and reclamation, and
control. Order picking constitutes 65 per cent of the total operating costs for a typical
warehouse (Coyle et al., 1996). Optimal configuration of warehouse activities depends on
several design criteria (see e.g. Petersen et al., 2005). Basic alterative system designs are

based either on manual labor or automated systems. While manual systems typically require
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smaller investments automated systems enable increased efficiency in space utilisation,

advanced flexibility, as well as reduction in spoilage and administration cost.

According to Material Handling Industry of America (2009) “An Automated Storage and
Retrieval System (AS/RS) is a combination of equipment and controls that handle, store and
retrieve materials as needed with precision, accuracy and speed under a defined degree of
automation. Systems vary from relatively simple, manually controlled order-picking machines
operating in small storage structures to extremely large, computer-controlled storage/retrieval
systems totally integrated into a manufacturing and distribution process”. Roodbergen and Vis
(2009) have summarized different classification methods for AS/RS systems. They can differ
in the used cranes, handling of goods and used racks. In addition to the classification, the
system design will also heavily impact the final system. These decisions include (Roodbergen
& Vis, 2009) the system configuration, storage assignment, batching, sequencing, and dwell-

points.

According to Baker and Halim (2007) there are many reasons why an automated system is
chosen over a conventional system. The prime reasons are to accommodate growth, reduce
operating costs and improving customer service. Other benefits include reduced staffing level,
consolidated inventories, and improved accuracy. Possibility to grow and reduce costs can be
more easily estimated than other benefits, but there has been a lot of work regarding
consolidated inventories and some work on the impact of inaccurate data of supply chain
performance (Sari, 2008). Caputo and Pelagagge (2006) created a decision-support system to
use an automatic order picking system.

3. Spreadsheet Simulation

According to Banks et al. (2005) the purpose of simulations is to imitate a real system. There
are many different kinds of simulations available. These include physical simulations (car in
an air tunnel), interactive simulations (physically evacuating a building), computer
simulations etc. Naylor et al. (1966) define simulation as the process of designing a
mathematical or logical model of a real system and then conducting computer-based
experiments with the model to describe, explain, and predict the behavior of the real system.

Simulation analysis is a descriptive modeling technique. It does not provide explicit problem
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formulation and solution steps like linear programming. In this paper only computer based

simulations are studied.

According to Seila (2005), spreadsheet simulations contain three types of cells: input cells,
intermediate computation cells, and output cells. In the input cells the users gives the specific
parameters for the simulation model. They can be either inputted by the user or they can be
sampled values from known distributions. The intermediate computation cells sue the input
values and they define the transformations into outputs. The final output cells provide the
actual simulation results.According to Seila (2005) there are two situations where spreadsheet
simulations are used: when the model contains stochastic (random) elements or one wants to

conduct proper sensitivity analyses.

Simulations have been used with AS/RS —systems to improve decision-making. In a recent
literature review on AS/RS systems, Roodbergen and Vis (2009) found seven papers using
simulation as a methodology to analyze these systems. However, there have been few studies
using spreadsheet simulations (Wilson & Laney 2003). Most likely it is easier to simulate the
system using a different simulation approach, like discrete-event simulations. Nevertheless,
current simulation models have emphasized the actual performance of the AS/RS —system,

not the high level configuration estimates.

4. Case Study — Estimating an AR/SR -System Configuration with Spreadsheet

Simulation

In the case-studies the purpose was to build spreadsheet models which could give rough
financial estimates for the AS/RS- and loading systems using a small amount of inputs. In
order to make the financial estimates, it is required to make some physical performance

estimates as well.

According to the supplier their AS/RS warehouse solution enhances space utilization by
enabling additional pallet positions and higher input/output capacity within the system. The
system offers integrated value added functions such as buffer inventory, order sorting,
picking, staging and shipment consolidation, enables optimization of storage and handling

processes.
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The supplier provides solutions also for automated loadforming and loading of transportation
vehicles. The system requires no modifications for transportation vehicles or the cargo space,

while enabling minimized turnaround time and improvement cargo space utilisation.

The spreadsheet simulation models

Two spreadsheet simulation models are constructed, one for evaluating automated loading

systems and one for AS/RS —systems.

The automated loading system spreadsheet model consists of three sheets: Instructions,
information, and results. The instructions sheet simply states the general information for the
simulation model, while the information sheet is used to gather inputs which are used the
make the financial estimates. The final sheet, results, gives the actual financial savings

achievable by using the automated system.

The main inputs of the model can be divided to three categories: operational information,
transportation information, and investment requirements. All of the inputs are presented in

Figure 1.
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Operational
Labor costs
Working days
Effective working hours
Worker / loading crew
Forklifts / loading crew
Forklift monthly investment costs
Forklift operating cost / container
Containers handled by one crew in an hour
Time to load a container

Less days of illness due to safer handling of goods

Transportation

Transport cost per DC

Transport cost per OC

Percentage of OC containers

Are your containers constrained by volume or by weight?

By volume we mean timber, plastic tubes, etc.
By weight we mean steel, marble, etc.

Transportation idling costs

Value of goods in container

Damaged goods during loading

Investment requirements
Investment time to amortization

Desired discount rate

Figure 1. : Input window of the automated loading system spreadsheet model.

The results of the model are also divided to three categories: operational, transportation, and
additional savings. The automated loading system can load 6 containers per hour with one
forklift and two workers, which allows comparing the results with a traditional system.
Transportation savings occur due to less use of open top containers. As the loading system
pushes the material into the container, there is no need to use a crane and load the material
from above. The additional savings include a shorter turnaround time (a truck needs to wait
only for 5 minutes instead of 20 minutes), better space utilization (which requires less
containers to transport the same amount of goods), less damages during loading and less days
of illness. The spreadsheet model’s results are presented and compared against the amount of

containers to be loaded per hour.
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Like the automated loading spreadsheet model, the AS/RS —system model contains three
sheets: Instructions, information, and results. Again, the instruction sheet simply contains
basic information about the spreadsheet program while the information sheet is used to gather

inputs for the model. The results —sheet contains the actual output of the model.

The information is gathered under three categories: system data, operational costs and costs of
ownership, and investment requirements. The system data contains basic information about
the warehouse: size of the building, throughput rates and pallet sizes. Operational costs and
costs of ownership contain basic operational costs like workers, wages, costs associated with
forklifts, inventory costs, and facility costs. The last category is reserved for basic information
about investments; cost of forklift trucks, facility investments, discount rate and other

investments.

The spreadsheet contains many intermediate calculations, which use the system data to make
an estimate of the potential automated system. The estimate includes actual physical
information about the conveyors, lifts and amount of pallet positions. The system also
estimates whether it is possible to have automated load forming where the automated loading
system is integrated into the AS / RS —system. The average user does not need these values
and they are not shown. The purpose of the simulation model is to provide an initial estimate
for the cost of the system. However, the intermediate calculations have worked as a validation

tool to see whether the spreadsheet gives accurate results (which it does).

In the results —sheet the final outputs are presented. In this sheet three different scenarios are
presented. In the first one the financial results for a conventional system is presented. The
second one contains the AS/RS —system while the third one also includes the automated load
forming. The scenarios’ results are divided to three categories: investments, operative costs,
and additional benefits. The investments include the actual systems, possible facility and
project management costs. The operative costs include everything which is needed to run the
system (workers, forklifts, electricity, facility maintenance etc.). As an automated warehouse
is able to save a lot of space and/or provide additional capacity for the warehouse, these needs
to be taken into account in additional benefits. Also, as it was noticed in the literature review,
there are many benefits available when an automated warehouse is used and it is difficult to

convert the benefits into monetary values.
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For the company there are two ways to use the simulation spreadsheet model. It can either use
it internally to organize tmarketing efforts as new knowledge can be gained using simulations,
or they can use it in their own selling process as the customers might not have exact
information on all of the inputs. Nevertheless, both are done in a similar fashion by allowing
some variable to vary according to certain distributions. We will first present a simulation

model for the automated loading system and after that the model for the AS/RS —system.

As a default setting the simulation model contains a base scenario. This scenario is used in
this paper as well. In the base scenario the customer uses three workers and two forklifts to
load a container. The material is long and heavy (steel rods), which means that it is difficult to
load using forklifts and includes a lot of safety issues. Sometimes the material is also loaded
to an open top container which is even more hazardous. Some variables can be assumed to be
well known, which does not require the use of stochastic variables. The rest require some sort
of confidence limits. Using a spreadsheet simulation software (@Risk from Palisade), some
values are allowed to vary. The fixed values are presented in Table 1 while the stochastic

variables are in Table 2.

Table 1. Parameter values

Variable Value

Labor cost 4000 € / month
Working days 22 / month
Effective working hours 7 hours / day
Worker / loading crew 3 workers
Forklifts / loading crew 2 forklifts
Forklift monthly investment costs 1500 € / month

Forklift operating cost / container

3 €/ container

Containers handled by one crew in an hour

3 containers / crew

Time to load a container 20 minutes
Avre your containers constrained by volume or by weight Weight
Investment time to amortization 60 months

Desired discount rate

10%




Table 2. Distributions
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Variable

Distribution

Less days of illness

Lognormal, p = 2, 8 = 2, Shift of 18 > Mean 20

Transport cost per DC

Normal, 1 = 2000, & = 200

Transport cost per OC

Normal, 1 = 4000, 6 = 400

Percentage of OC containers

Triangular, min = 5%, mode = 10%, max = 20%

Transportation idling cost

Normal, p =800, & = 80

Value of goods in container

Normal, i = 20000, 6 = 2000

Damaged goods during loading

Triangular, min = 0,005%, mode = 0,01%, max = 0,02%

Simulation results

The results from the model are presented in Figure 2 and 3. Figure 2 shows the monthly
savings by using the automated system compared to a traditional loading operation. There is a
large amount of variation in the results. The savings range from 15000 Euros to 105000
Euros, mean value being 45000 Euros. As it is possible to notice from the figure, most of the
monthly savings are between 27.6 thousand Euros and 68.4 thousand Euros. More

information can be achieved by studying the regression coefficients of the independent

variables (presented in Figure 3).

4,000

Total savings per month

3,500+

3,000+

2,500+

2,000+

Values in 10" -5

1,500+

1,000

0,500+

0.000
10

27,55

5 60

Values in Thousands

90% [ 5% |
68,93

3 85 110

Figure 2. : Monthly savings in the first model.




174

Regression Sensitivity for total savings

|
Percentage of OC container.../E20 , 764
Transport cost per OC/E19 555
=277 Transport cost per DC/E18
Transportation idling cost.../E24 ,027
Damaged goods during loadi.../E26 ,008
Less days!of iIIne‘sses dule...lEls‘ ‘ ‘ ‘ ‘ ,008‘ ‘ ‘ 1 ‘ ‘ ‘

1 ' o 025

o

05

Std b Coefficients

Figure 3. Regression coefficients in the first model.

Clearly the benefits are heavily dependent on the values of the transportation of containers.
The ability to shift totally from open top containers to normal containers would drastically
decrease the cost of transportation. Also, the cost of transportation will also impact the
potential savings. If the transportation cost open top containers increases, the automated
loading solution becomes more beneficiary while the opposite is true for normal containers.

Other variables have very little effect in this scenario.

As the AS/RS —system spreadsheet contains a lot more variables, the individual values are not
presented in this paper. Overall in the simulation model we are comparing a new automated
facility to a new conventional facility. The physical warehouse is available, but the throughput
is not known with certainty. Both the in- and outbound values are allowed to vary in the
simulation model. The wages of the personnel are known, but the amount of personnel, as
well as the amount of forklifts, is dependent on the simulated throughput. As price of
electricity is expected to grow in the future, general facility costs are allowed to vary along
with the price of electricity. Average price per pallet also contains uncertainty, as well as the
amount of inventory costs in a traditional system annual cost savings are presented in Figure
4,
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Yearly savings

15

Values in Millions

90% [ 5%
122 2,47

1,200

1,000—

0,800—

0,600

Values in 10" -6

0,400

0,200—

0.000

05 25 35

Figure 4. Annual savings in the second model.

Like in the automated loading system, there are large differences in the yearly savings. The
maximum value is nearly double compared to the minimum value and the values are in
millions. The decision-makers should gather more information to make sound decisions.
Conducting a sensitivity analysis on the independent variables will yield additional insights to

the results (presented in Figure 5).
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Regression sensitivity for yearly savings

, 767

Inv entory costs/G66
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Figure 5. Regression coefficients in the second model.

The sensitivity analysis shows, that the actual throughput values are not that critical for the
cost savings. The price per pallet and inventory costs impact very heavily the results, as the
system is able to keep the goods in good condition. Also, the costs associated to the facility
and system impact the results but in different ways. If the price of electricity increases and
facility costs increase due to this, the automated storage is a lot smaller than a conventional
system which minimizes these costs. On the other hand, the automated system requires

electricity to function which will increase the system’s costs.
5. Discussion

The simulation model offers additional insights to the AS/RS —systems. The automated

loading system can be combined with other AS/RS —systems as well, which makes the
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spreadsheet model a good marketing tool. The simulation of the spreadsheet model gives a
confidence interval for the financial benefits which allows the potential customers to
incorporate uncertainty in their decision-making. Also, the simulation model gives
information on the sensitivity of the independent variables. The actual AS/RS system —model

can be used in a similar fashion and simulation offers the exactly same benefits

According to the simulations it is clear that an automated loading system can offer large
financial benefits to companies which need to load heavy and bulky cargo with cranes. By
substituting open top containers with hard top containers it is possible to dramatically cut the
transportation costs. The transportation costs had clearly the highest impact in the simulation
model and the other variables impact was relatively small. It should be noted that other

variables will become more important in different scenarios.

6. Conclusions

Warehousing plays an important role in the efficiency of todays international supply chains.
Optimal configuration of warehouse activities depends on several design criteria. Basic
alterative system designs are based either on manual labor or automated systems. While
manual systems typically require smaller investments, automated systems enable increased
efficiency in space utilisation, advanced flexibility, as well as reduction in spoilage and

administration cost.

Transportation and material handling systems tend to be too complex for analytical models to
be modelled realistically. However, detailed discrete event simulation models require
extensive model building. In this paper we combined static spreadsheet modelling with Monte
Carlo simulation for conducting financial feasibility analysis of two automated storage and
retrieval system configurations. This initial evaluation tool enables us to select only
configurations with most potential for more detailed planning.

In the cases studied the investments evaluated seemed economically feasible. As the system
supplier conciders offering the tool directly for its potential customers on the web, the tool as
a construct has passed the weak market test proposed by Kasanen et al. (1993).
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CpaBnenue TepmuHanoB B Gunnsuauu u Poccun
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Abstract

Although Russian logistics sector has been studied greatly during last decade, comparison of terminals in
Finland and Russia has been overshadowed. This research provides insights into the national peculiarities of the
Russian terminal and warehouse market. As point of comparison, example from Finland is presented. Literature
analysis combined with first hand data gathered by visiting terminals provides novel data. Research’s main
findings note the Russian terminal sector has been developing rapidly: WLAN, Enterprise Resource Planning
system, wireless barcodes and Pareto principle are becoming standard in Russia. Although road transport is still
the mainly utilized transport mode, terminal providers have plans to expand to railway transport.

Keywords: Finland, railway, road, Russia, terminal, warehouse

AHHOTALMSA

HecMoTpst Ha TO, YTO POCCHHCKHH CEKTOP JIOTUCTUKHU ObUI M3yUeH JOCTATOYHO CEPBE3HO B TEYEHHUE IPOIILIOro
JIECATHIIETHS, CPaBHEHNE YPOBHS pa3BUTHs cKianoB Ounisaauy u Poccnu ObIIIO HEOCTATOYHO OCBEIIEHO. JTO
HCCIIe/IOBaHHUE TTO3BOJISIET MOHATH OCOOCHHOCTH POCCHHCKOTO TEPMHHAIBHO-CKIIAJICKOTO phIHKAa. B KaudecTBe
cpaBHeHUs, npezcTasieH npuMep Ouansaan. O630p TUTEPaTYpPhl, COBMEIIEHHBIH C JaHHBIMH, TTOJyYCHHBIMH
B XO/I¢ TIOCEUIEHNs TEPMHHAIIOB, MTO3BOJISIET MOIYYNTh HAM HOBBIM B3I Ha TpobieMy. OCHOBHBIE PE3yIIbTaThI
MCCJIEZIOBAHNS COCTOSIT B TOM, YTO POCCHICKMI TepMHUHAIBHBIN cekTop pasBuBaics Obictpo: WLAN, cucrema
ERP, 6ecripoBomHbie mITpUX-KOABI U mpaBmwio Ilapeto craHoBaTcs obmenpusHaHHbIME B Poccnu. U HecMoTps
Ha TO, YTO aBTOMOOWJIBHBIA TPAaHCIIOPT — OCHOBHOHM BHJ TPAHCHOPTA, NPH MEPEBO3KE I'PY30B, MPOBANIEPHI
CKJIQICKUX YCIIyT MMEIOT TUIAHbI OCYIIECTBIISATH EPEBO3KU H XKEIE3HOIOPOKHBIM TPAHCIIOPTOM.

KirueBnle ciioBa:  DOUHISTHAWA, )KEJIC3HAS I0pOTa, aBTOMOOMIIbHAS 1opora, Poccus, TepMHUHA, CKIaT

1. Introduction

Although supply chain management is often seen as an attractive field of research in logistics,
also other parts of logistic chains are noted. One of these is warehousing, which has been
scrutinized world widely in numerous studies (see for example Baker, 2007; Hilmola and
Szekely, 2006; Min, 2009). Although logistical functions between Finland and Russia are
widely studied, terminals have not been among the mostly investigated factors. Therefore, this
research tries to fulfil the gap by presenting results, which are gathered via qualitative case
study analysis. Main intention is to compare Finnish and Russian terminals and estimate
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whether there are discrepancies. The transport modes utilized by the visited terminals are
presented, and future prospects are clarified. Therefore, the main research question this article
tries to tackle is “Are there discrepancies between Finnish and Russian terminals’
functionality?” As minor research question, article tries to clarify which are the mainly

utilized transport modes.

Many researchers have recently concluded studies concentrating on Russian logistics sector
(see for example Filina, 2009; Hilmola et al., 2008; Lorentz et al., 2007). Interestingly, many
studies have compared Finland and Russia (Inkinen and Tapaninen, 2009; Lorentz, 2008;
Tuominen et al., 2009). Although Finnish—Russian logistics sector has grabbed researchers’
interest for decades, studies have mainly scrutinized transport. However, due to increased
amount of terminals, warehousing and technologies related to increased productivity have

sharpened their portions.

Due to various reasons, many international companies prefer establishing warehouses to
Finland. Warehouses operating in Finland are seen safe, reliable and liquid; however, short
distance to Russia has assured quick re-transport to Russian markets. (Hilletofth et al., 2007)
Additionally, Russia has faced shortages in warehouse space. According to Pekkarinen
(2005), in 2005 deficit of high class warehouse space was 400 000 — 500 000 square meters in
Moscow, while the figure for whole country was 2.5 — 3 million square meters. According to
Tuominen et al. (2009), the main reason for problems in establishing warehouses are lack of
suitable land and bureaucracy behind land development permit process. Although it is noted
only 60 % of planned terminal space was concluded in 2004, the situation has changed. In
2004 as the main obstacle were mentioned legal and operational reasons; however, during the
last years many new warehouses have been constructed to Russia, mainly Moscow and St.
Petersburg (Inkinen et al., 2009; Pekkarinen, 2005). However, Finnish companies also
establish own warehouses to Russia. According to Hilmola and Szekely (2006), Russia was

seen as an interesting place for locating warehouses.

High-technology is gaining ground in terminals and warehouses. Radio Frequency
Identification (RFID), Enterprise Resource Planning (ERP) and Wireless bar-codes are
commonplace. RFID is widely used in the United States, for example in companies such as
Wal-Mart and Tesco (Kwok and Wu, 2009; Vijayaraman and Osyk, 2006). Zeng et al. (2003)

describe Enterprise Resource Planning (ERP) as a strategic tool which helps companies to
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increase the competitive advantage, for example via integrating business opportunities and
optimizing the available resources. Therefore, ERP has an important position in supporting
most of the functions in companies (Elbertsen et al., 2006; Inkinen et al., 2009; Kakouris and
Polychronopoulos, 2005).

The research is structured as follows: Section 2 presents shortly literature findings concerning
warehousing in Finland and in Russia. In section 3 research methodology is described.
Following section 4 presents the case companies and scrutinizes gathered information. In
section 5 gathered data is discussed. Section 6 finalizes the paper by concluding the topic and

giving suggestions for further research.

2. Research Methodology

Research utilized qualitative case study analysis. In order to gather genuine information,
terminals in Russia and Finland were visited. Due to modest level of earlier first-hand data, by

visiting terminals new insights were developed and genuine level information was gathered.

Russian logistics sector has confronted changes during the last decade. While country is
rebuilding the main activities, logistics sector is increasing its foothold. According to Russian
Freight Transport Report (2009), although the market is in deep crisis, logistics sector has an
important role in Russian economics. Terminal operations and major warehouses are located
in Moscow and St. Petersburg area, which enables business opportunities for international and

Finnish companies.

In order to understand the discrepancies between western and eastern terminals, as case
studies were chosen two Russian and one Finnish terminal. From Russia were visited one
smaller scale and one larger scale terminal, which enabled us to evaluate whether terminal
size affects on level of knowledge and utilized methods. Finnish terminal is expanding and
updating its operations, wherefore it provides an interesting viewpoint for recent terminal
functions in Finland. All visited terminals were new or expanded. Although sample is rather
small, it provides an insight into terminal operations in countries in question. All terminal
visits included two parts: in addition to conversation with managers or persons in such a

position, terminals were visited in order to see the functions. This strengthened the level of
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knowledge and confirmed the actions were understood correctly. The possibility for language

misunderstandings was minimized by having Russians in the delegate.

3. Empirical Results

Section 4 scrutinizes the cases. Summary discussing the results is provided in the next section.

Terminal operator in the City of St. Petersburg

The operator is having main warehouse in St. Petersburg, in a warehouse complex area, where
in total is available 170,000 m? of warehouse space. Their operations consists 15,000 m?,
from where 60-70 % is currently used for customer deliveries; in the warehouse is 40 000
pallet places and 41 loading docks. In total the warehouse has employees of a bit more than
100. Altogether this service operator is having more than 50 customers, but one retail chain
operating in Russia is their main customer, other customers are mostly wholesalers.
Interestingly, currently 40 % of their customer stocked items are originating from Russian
manufacturers, while rest is coming from overseas, mostly from China (also Central Europe is
important source of supply). Warehouse does not only serve customers in St. Petersburg or
Leningrad Oblast region, but also long-distance destinations are being transported from this
location (e.g. to north, into Murmansk, and some West Siberian locations, having up to 7-10
days of road transportation time). Most of the stocked items are non-frozen, and therefore this
long-distance arrangement is possible. Logistics operator bases its transportation operations
comprehensively on outsourced road transportation as shown in Figure 1. Operator could
have desire to use more St. Petersburg harbour (and eventually sea vessel deliveries), but
customers have influence on transportation mode being used, and e.g. some deliveries from
Central Europe are being transported directly by trucks. On Russian outbound distribution

side operator is solely using road transportation.
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From container harbour:
by road transports (<50 %)

Distribution:

Terminal Area road transports (100 %)

By road transports from
manufacturers (<50 %)

Figure 1. Transportation flows to and from operator’s facilities in St. Petersburg.

The high-technology systems have a strong foothold in the terminal in question. For example,
this operator has wireless WLAN based bar-code application, which is connected to
Enterprise Resource Planning (ERP) system. ERP system is in most of the cases having
connection on customers IT system — these all lead to situation, where information should be
fresh and up to date as well as having least errors (as it is once typed in). Logistics operator is
daily using also cross-docking (flow through approach) in some customer shipments, and in
some cases customers are requiring dedicated services (for example warehousing section or
transportation device). Based on company personnel, due to the global economic crisis more
efficient practices have been started to be favoured among customers. For example, cross-
docking has become increasingly popular. Logistics operator is also using rational
management methods in its order picking, e.g. placing items in selves by using Pareto
principle (ABC; where highest volume times are placed in the first closest section to order
picking area). The warehouse turnover depends on customer: basically, the time varies

between 1 week and 3 months.

Logistics operator was telling that some more distant cities, like Krasnojarsk, is currently
growing fast (as the weight on retail and economic activity has been earlier on St. Petersburg
and Moscow). Although, operator is nowadays able to manage these long-distance shipments,
pressures to enlarge warehouse network is growing, and if economic conditions will improve

in the future, customers will require warehouse space in these more distant locations too.



184

Currently operator is managing these long-distance shipments in a manner that particular day

is order picking day of e.g. West-Siberian region, and another e.g. northern region.

Freight forwarder / Terminal operator in the City of St. Petersburg

The terminal was built in 2006 in order to take care of company’s freight forwarding section’s
warehousing and distribution. The company in question is forwarding and transporting
company, which has offices in Finland and Russia. Its main concentration is on transit traffic
from Finland to Russia, but company operates in all areas of logistics. The terminal employs
approximately 120 persons, including personnel in café and warehouse. At the moment
company has around 300 customers, varying between large companies and small-scale

businesses.

The terminal is located in St. Petersburg by the ring-road which circles around the city.
Company’s freight forwarding office will be located in the same location; today the office is
in a different place. In the same building with terminal are located Customs, Bank, Café and
Warehouse, providing all needed services to truck drivers who arrive to unload / load the

cargoes.

The terminal’s total size is over 3000 m2 and it’s divided into bonded and normal distribution
warehouse. Bonded warehouse occupies 1/3 of terminal’s size and it has 4 loading docks. The
loading docks’ floor is adjustable, which enables smooth loading and unloading. All terminal
operations are done both manually and electronically. Warehouse’s shelves are in three layers,
utilizing the smooth turnover time (rational management methods are used in order picking;
items are placed in selves by using Pareto principle (highest volume goods are placed in the
closest sections to ease the picking process)). Warehouse is equipped with 2 scales, one is
able to scale goods till 3000 kg, and the other one is used for small and lighter goods. There is

also an x-ray machine, which describes the content, temperature etc.

Normal, distribution warehouse occupies 2/3 of the warehouse and it has 6 doors. Few doors
are meant for small vans, which easies the delivery of small lots. Warehouse is equipped with
three-layer shelves, utilizing also Pareto principle. Wireless WLAN based bar-code
application is used, which minimizes the human error possibility. Application has a

connection on company’s own Enterprise Resource Planning (ERP) system as well as
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customers IT system. Both warehouses are equipped with heaters, which enables safe and

reliable loading and unloading also during winter.

Group of companies also has an own distribution service, which provides local distribution
within city limits using own cars. Additionally, company can arrange delivery by air, rail and
truck to any destination in Russia. In future, terminal has a plan to expand its area and the
services. Company owns an area of 24.5 hectares which enables the expansion in the future.

The plan is to build new warehouses, including two which would have a railway connection.

In addition to warehouse and office building, terminal area consists of “Business Centre”,
Inspection Zone, Custom control parking zone and functions which strengthen the warehouse
functions in case of emergency times. Business Centre is an own complex which concentrates
on Customs procedures. In the building are located offices of over 60 Customs Brokers’
companies. Inspection zone is a place to do a careful check for the trucks. At the same time 6
trucks can be examined. All needed IT systems are available enabling a full check. Custom
control parking zone has space for 400 trucks. When entering the lot, trucks pass a gate which
registers the trucks and gathers the needed information. IT systems enable careful checking:
all the time for example amount of trucks and information about the Customs procedures can
be examined. Parking lot is equipped with cameras and other needed security functions.
Additional functions include boiler point, own transformation centre (enables own electricity

in the case of power failure), diesel centre and clean water refill centre.

Delivery to terminal: _ Distribution:
road transports Terminal Area road transports

Figure 2. Cargo flows to and from the terminal
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Figure 2 illustrates the cargo flows to and from the terminal. Today the cargo arrives to
terminal 100 % via road transport. Distribution is done by the same transport method. Cargo
arrives mainly by trucks from Finland (around 50 %); cargoes around the world are collected
to Vantaa terminal, where it’s distributed truck by truck basis to St. Petersburg terminal. Part
of cargo is arriving from St. Petersburg port, which is located near-by. Airport is also only 30
minutes away, enabling smooth cargo flows in the case of air cargo. However, company
representatives believe the situation will be different in the future: the new terminal area will

have railway connection, and the intention is to change 40-50 % of transport to rails.

In the terminal the newest functions are used. In the entrance hall is customer display
terminal, where customer can check truck-by-truck basis where the truck is located and what
is the status of Customs procedures. Good service is also confirmed by providing all needed
services under the same roof. For example electronic TIR Carnet control is used, which
enables smooth information flow between the terminal and border stations. In the terminal is
also located a bank section, where drivers pay for example terminal handling charge (THC)

before continuing the journey.

Additionally, terminal is utilizing a truck control system, which gathers information
concerning the trucks, drivers and the Customs control procedures. This strengthens

terminal’s competitiveness.

Terminal operator in the City of Kouvola

Company operates three warehouses in Kouvola area, covering total 38 000 m2. The largest
warehouse is 15 000 m2; the office is located at the same premises. Loading and unloading
operations are organized through 30 loading places and one bigger door which can be used
with large machines; this enables trucks to enter the warehouse. Additionally, railway loading
and unloading area is inside the premises, ensuring proper settings for temperature-controlled
goods. Railway is asphalted, which enables trucks’ side loading / unloading. Warehouse is
free space warehouse, no shelving is utilized. The maximum height is 6 — 6.5 metres, which

according to CEO is enough for this type of storage.
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From container harbour: Distribution:
road transports road transports
Terminal Area
. From container harbour: ™, | Distribution:
railway transports railway transports
i (only occasionally) i (only occasionally)

Figure 3. Incoming and outgoing cargo flow in terminal in Kouvola

All incoming containers arrive from harbours by utilizing road transport (see Figure 3).
Containers are unloaded to warehouse and goods are stored various periods, depending on
customers’ requests. The distribution is done mainly by road transport. Occasionally, cargo
arrives and departures by railway. The major part of goods is on transit to Russia: the main
cargo types are electronics, various household goods and commaodity products. Additionally,
some cargos arriving from Russia, including paper rolls and other paper products, are stored
before distributed to Finnish customers. Due to the nature of main product types, loading and

unloading can be organized in not-temperature controlled sections.

Company owns one container handler, which according to the CEO is enough to handle all
container movements. Additionally, several forklift trucks operate inside and ensure smooth
cargo flows. Warehouse’s turnover speed is good: on a normal day, 80 containers arrive and
120 trucks leave. However, during our visit the tempo was a bit quiet, due to change of
lodger.

Although the economic downturn has decreased the market, company strongly believes in the
future and is enlarging operations nearby the main warehouse. A new warehouse (4 000 m2)
is built during summer 2009, and an option for another similar building is available. New
warehouse specialises in construction industry’s products, which do not endure moisture and
therefore requires moisture expulsion system. Due to same reason, the railway track is built
inside: company believes significant share of this product group will be transported by
railway. Cargo handling will be done by cranes and 32 tonnes truck. At this location is also a
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large container field, where companies can store empty or full containers, or trailers.

Altogether the area is 6 hectares.

According to company’s representatives, railway transport will capture market share from
road. This strengthens Kouvola’s position as a logistic centre. Once transit traffic to Russia is
changed to tracks, Kouvola is a perfect location for container depots. Company’s aim is to
operate as a hinterland hub and provide both warehousing and depot services for diverse

companies.

4. Discussion

Case studies in question provide interesting insights into the terminal operations in Finland
and Russia. Development of Russian logistics sector has been rapid during the last years,
which strengthen the level of operations. Actually, high level of utilized information
technology systems, namely Enterprise Resource Planning (ERP) and wireless network and
barcode system, surprises. Additionally, Pareto principle is in use, which enables terminals to
function cost-effectively and strengthen the level of knowledge. Significant is to note
although the visited terminals in Russia are different size (other occupies 15 000 m2 whereas
other is 3000 m2), both are utilizing same high-technology systems. Due to the fact the
backgrounds of visited Russian terminals are different (although other one is providing
services also for smaller customers, it mainly concentrates on warehousing and distributing its
forwarding company’s shipments, while the other one’s main customer is a retail chain), also
provided services vary. Smaller terminal has multifunction services: at the same premises are
located Customs, bank services and warehouse. Additionally, terminal has actual truck
surveillance zone. The other terminal is part of a larger terminal complex. The Finnish
terminal is facing new times as it is going through remarkable changes in clientele as well as
terminal area. Operator has expanded its operations to windscreen transport, which needs
special transport equipment. Therefore, it can be noted as an innovative company.

Additionally, ring road which circulates the city is strengthening transport market. Because
ring road enables good connections to port, airport and roads to Moscow and Finland,
numerous new terminals are located nearby. This concern also the two visited terminals in St.

Petersburg, which both were located by the ring road. Same ideology is behind Finnish
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terminal’s location: it is located in Kouvola, which is often seen as hinterland for Kotka and

Hamina ports.

Road transport is the mainly utilized transport mode in all terminals in question. However,
some minor discrepancies are noted. In Finland basically all units arriving to terminal are
unloaded from container feeder vessels to harbour, where after units are delivered to terminal.
Although same method is utilized in Russia, in addition air and direct road transports are
used. Interestingly, only terminal among analyzed cases utilizing railway transport is the
terminal located in Finland. Although terminal has direct railway connection, only minor part
of shipments is transported via railway. However, terminal operator’s intention is to boost
railway transport in near future. One Russian terminal operator referred to same aim:
company has purchased land, and the intention is to increase the terminal areas’ functionality

by constructing new warehouses with railway connection.

5. Conclusions

Terminals’ functionality in Finland and Russia are on the same level. During the last decade
Russian counterparts have developed the operations rapidly: today terminals are equipped
with latest high-technology equipments and systems. Although direct transportation to
Russian ports has increased, due to national peculiarities many international customers still
see transit route via Finland as more attracting route due to safety, accuracy and reliable
liquidity. However, it must be noted the level of development has been outstanding,

wherefore the future can only be roughly estimated.

For further research in this area, it would be interesting to evaluate a larger sample.
Interviewing terminal operators nearby Finnish ports as well as Russian border would
increase the level of knowledge and could adduce the divergences between terminals.
Equally, by visiting larger number of Russian terminals, located nearby ports as well as in
mainland could explicate the situation. Additionally, research concentrating on transport

flows could evaluate the situation and provide new insights into the future expectations.
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Crioco0b! CKIIaAMPOBaHUs IPYy30B

Oner Mayiukos

Abstract

One of the important problems in Supply Chain Management (SCM) is inventory cost decreasing at the
warehouses which are significant components of the supply chains. Before inventory control can be produced, it
is necessary to create the warehouses and determine their technology of operation and equipment so as to select
the best solutions. Some of these questions are considered in the article.

Keywords: Supply Chains, warehouses, storage Inventory, stock keep unit (SKU), rack, operation cost

AHHOTAINSA

IIpexne ueMm ymnpaBisATh 3amacaMM TIPy30B B IIEMH IOCTaBOK, HY)KHO CO3[aTb CKIaabl ¢ 3(QQPEKTUBHBIMU
crnoco0aMH CKJIQJIMPOBaHMs, KOTOpBIE obOecrmedaT MHHHMAIBHYI0 Ce0ecCTOMMOCTh NepepaboTKH TPy30B Ha
ckinagax. IIOHSTHE «CmOcOO CKIAgUPOBAaHWS» BKIOYACT BHAXpaHCHHs (WITaOENbHBIN, CTEIUIAKHBII,
KOHBCHWEpHBIA) THI ¥ MapaMeTpbl TPY30BBIX CKIANCKUX EIUHHIL, CTS/UIAKHOTO U MITAGeIHpYyOIIEro
obopynoBanust. [IpuBeneHsl kiaccuduKaiys crioco0OB CKIAIUPOBAHKS U XapaKTEPUCTHKA XPaHEHUS! TPY30B B
wTabensx, B PAAHBIX M OJOYHBIX CTEJUTAXaX, KOHCTPYKIHHM CTEJUTAKeW pasHBIX THIOB (KapKacHBIX
(pPOHTANBHBIX, OECIOJIOYHBIX, TITyOHHHBIX, KOHCOJBHBIX, IEPEIBIKHBIX, IPABUTALHOHHBIX).

KuaroueBsie cioBa: Llens [TocraBku, Cxianpl, Cxnanckue 3amackl, Cremnax, ['py3oBast ckiaackas equHHIIA,
OKCIDTyaTallMOHHBIE PACXOIbI

1. Introduction

In the SCM the problem of Inventory Control is considered as very important for the total
supply chain optimization. The purpose of the inventory control is to provide the least cost for
keeping stocks at warehouses, which always include in any supply chain. These warehouses
are of different types, but all of them fulfill likely function — to transform parameters of
material flow so as any following partner in the supply chain can receive merchandise with
the characteristics that are needed for them. That regulation is in accordance with the main
principle of the Business Logistics — right load, in right quantity, in right time, in right place,
of right quality, in right condition and at the competitive price (LQTPQC-P). However, it is
very difficult and sometimes impossible to fulfill this principle if the warehouse was built and

equipped improperly or unprofessionally. In this case it is also impossible to provide the least
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operational cost of the warehouse nevertheless we would introduce the most efficient methods

of inventory control or no.

One of the first stages in the supply chain projecting is creating warehouses in it with the best
parameters, capacity, layout, type of storage and other characteristics. Specifically, the most
significant problem in this respect is professional selection of the method of merchandise
storage and the type of racking equipment in the storage area of the warehouse under
consideration. Right solutions on these points would provide the best technical characteristics
and economical indexes of the warehouse having been created.

2. Methods of Merchandise Storage

The storage area in the warehouse facilities of different types amounts to about 70-80% of the
total square and cost of the warehouse. Therefore, it is very important to project and operate
this area professionally and efficiently. The first and most important stage in this direction is
to select proper way of storage at the warehouse. There is great variety of the methods of
merchandise storage. This name itself includes the following points:

e Type of storage (stack, racking or conveyor);

e Types and parameters of Stock Keep Unit (SKU);

e Types and parameters of racking structures;

e Types and parameters of handling (stacker) equipment.

As analyses show there may be a number of hundreds of storage methods as combinations of
these factors. Basic alternative stocking methods include stack, racking and conveyor
storages. For example racking storages can further be devided into systems with or without
pallets. In every type of storage the main purpose consists of reception maximum utilization
of the warehouse space with cargo and provisions over this the biggest capacity of the
warehouse. The simplest storage of cargo in stacks, at which SKU are established one on the
other without any rack, can be produced with cargo on flat pallets, on pallets with uprights or
in box pallets. This method is characterized with the following parameters:
e Number of tiers in height;

e Number of pallets in depth of the stack;
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Number of pallets in every vertical bay (these should keep the same items of

cargo);

Volume of transport shipment should consist of one or several full pallets.
Advances of the stack storage are as follows:

Small initial cost of storage;

There is no stationary equipment;

Ability of operational maneuverability of the stack disposition.

Drawbacks of the stack storage:

Little height of storage;

Poor utilization of the warehouse volume;

Possibility of the lower cargoes or their packing damage;

Impossibility to take and dispatch any SRU from depth of the stack;

Difficulty of addressing of the cargo location in the storage area (because of

changing their places in the free way).

As a consequence of these specialties the stack storage is recommended to apply at rather

small warehouses when number of different cargo items is not very big (for example not more

than 30-40). Capacity factor that is number of loaded pallet per 1 m? of the total square of the

warehouse is about 1 pallet per 1 m? when flat pallets are used (stack of 2 tiers high) and

something like 2-2.2 pallets per 1 m” when pallets with uprights or box pallets are used (.stack

of 4-5 tiers high). Racks have the following advantages as in comparison with the stack

storage:

More full utilization of the warehouse volume (that is the most significant
characteristic of the way of storage);

Great height of storage that provide possibility to save very expensive lot of land,;
Strict setting of the cargo location in the storage area, that make easy addressing of
the cargo;

Better preservation of merchandise in high bay racks;

Possibility of automation of the storage area.
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The racking equipment may be classified as follows:

By the way of load supporting and kind of corresponding construction of the rack
(cell, frame, shelves or absence of them, cantilevers);

By the load condition in the racking (stationary or moving);

By the drive: having or not;

By the number of pallets in a rack cell: mono-pallet, double-pallets, many-pallets
cells (compartments);

By accessing to any load unit: with direct access to any pallet, with direct access
only to the first pallets of the transport shipments (by the operational aisle);

By the sort of loads to be stored: for loads on pallets, for separate loads without
pallets, long cargoes, small parts;

By the height of racks: low racks (up to 4 m high), middle height racks (5-8 m
high), high bay racks (higher 8-9 m).

Total number of racking equipment can count to several thousands. Cost of racks in Russia

fluctuates from $30 up to $70-80 per one stored pallet with load depending mostly on types of

the racks. The concept of “row-storage” and “block-storage” are explained with assistance of
Figure 1.

a) b)
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Figure 1. Sketch of main types of racking storage: row-storage (a) and block-storage (b)

While row-storage is applied the racks are established with separate rows and there is

operational corridor Ast (aisle) after every row of racks. While block- storage is applied there

is only one operational corridor Ast (aisle) between two blocks of the racks. Advantage of the

row-storage type is possibility to reach to every pallet (and consequently to any item of load



195

in the racking) from the aisle along which stacking machine is moving. Little coefficient of
the warehouse volume utilization is the drawback of this method of storage. It is occurred

because of many aisles between the racks.

Coefficient of the storage area volume utilization is calculated with the formula:
_a*b*c*R

v =

B*L*H

where a and b — are dimensions of the used pallets;
¢ — is the height of SKU;
R — number of the SKU’s, which are contained in the storage area of the warehouse;
B and L - relatively width and length of the storage area;
H — useful height of the building in the storage area (vertical distance between the

floor level and bottom level of the girder of the warehouse building).

For the row-storage method the coefficient k, is usually so little as only 0.12-0.20. There are
some technical ways for the coefficient k, increasing (appliance of narrow-aisles stacking
machines, double-deep cells in the racks, setting pallets into the rack with their long
dimension across the cell rack, creation of high-bay warehouses etc).

Taking into account the mentioned specialties of the row-storage method, it is applied mostly
for the warehouses that keep great number of stored items — 2-3 thousands of items and more.
These are logistic and distribution centers and big freight terminals. Possibility of access to
every pallet and every item of stored merchandise for replenishing and picking is the

obligatory requirement for these facilities.

The block-storage method, displayed at Figure 1b, features of having only one (or two — in the
very wide building) work aisle for the stacking machine. That allows using maximally the
warehouse volume and providing the greatest warehouse capacity and throughput. So the
coefficient of warehouse volume utilization in this case is as big as 0.60-0.70. That is the
main advantage of the block-storage method. The drawback of the block-storage is
impossibility to pick loads from the depth of block rack and therefore some loaded pallets
may stay in the racks for long time. However taking into account these specialties of the

block-storage method, it is applied mostly for the warehouses that store cargoes of little



196

number of items — not more than 30-40 or big shipments of the same merchandise or
designated for the determined consignees. These are transferring warehouses and intermodal
terminals at transport corridors in the points of different modes of transport interaction. There
is no need of reaching to every pallet and every item of stored merchandise at these
warehouses and it would be enough to provide possibility to reach the pallets nearest to the
aisle, where stacking machines operate. Cargoes at these warehouses are replenished and
picked with big transport batches of several full packages (pallets) from the same many-

pallets cells.

2. Types of Racking Structures

The most wide-spread type of racks is cell frame racks (see Figure 2), which in Russia are

called “frontal racks”. This rack is applied along with the method of row-storage.

2

Al

1 N ;

Figure 2. Performance and main parameters of the cell frame rack:
1 — Upright columns; 2 — Longitudinal load beams; 3 — Anchor bolts

Main parameters of the frame rack that should be determined while the way of storage is
projecting are as follows: A — length of a cell; A1 — span clearance between upright columns;
Y — number of cells along the rack (number of bays); y — number of pallets along a cell
(bay); C — height of tiers; z —number of tiers; H — total height of the rack (height of upper
tier); P — weight of load in a cell (there may be 2 or 3 loaded pallets in a cell of G weight
every, as shown on the Figure 2); L — total length of the rack, as equal L = Y*A and some

others.
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Weight of the steel, which is spent for this rack structure, is about 50-60 kg per 1 stored pallet
and cost of these racks in Russia is something like $30-35 per 1 stored pallet. Their
disadvantages are load beams, which takes some height and decreases at near 5-8% useful tier
height and make impossible to protrude shuttle grab under the pallet to take it. Advance of the
rack is big distance between the upright columns, that provides lessen spending of metal for
the rack and decreases cost of mounting works. The dimension of columns span of about

2700-2800 mm is considered to be optimal.

Cell frame racks usually are applied in conjunction with forklift trucks or bridge stacker-
cranes. The cell racks without shelves consist only of upright columns (Figure 3), which have
short cantilever supports for pallets. Absence of any shelves under the load provide room for
shuttle grab of the stacker crane when it is necessary to put or take away loaded pallet in or

out of the rack.
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Figure 3. Performance and main parameters of the cell shelf less rack:

1 — Upright columns; 2 —Load support angles; 3 — Horizontal truss bracing; 4 —
Vertical back bracing; 5 - Anchor bolts; 6 — Upper directing rail; 7 — Axis of
the automatic stacker crane (storage robot); 8 — Low rail of the stacker crane

Expenditure of metal for this rack as calculated per 1 pallet and its cost are about the same as
for the frame rack, but at the height more 12m these indexes increase dramatically. Advantage
of these racks is possibility of great height of warehouse (up to 20-30m and more), that may
be rather important especially when land lot is very expensive. Other advantages are high
utilization of storage area (because of small width of the aisle for the stacker crane - only by
200mm more the dimension of pallet) and completely automated storage-retrieval operations

with assistance of storage robots. This system is called AS/RS — Automated Storage/Retrieval
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System. They are applied at big Logistic Centres and Distributional Terminals in Supply

Chains of consumer merchandise.

Parameters of the shelf less racks, that should be selected and calculated while warehouse is
projected, are almost the same as ones of the frame racks. When warehouse height exceeds
12m in the most cases it is efficient solution to use rack-supported building, because the
racking structure is itself very power erection and it can bear additional loads of snow, wind,
roof and siding of the building while being strengthened only by 5-7%. So in these cases the
racking structure replaces the frame of the warehouse building and total investments for the
warehouse facility are decreased dramatically (in some cases down by 20-30%). In the 80™ of
the last century 5 such warehouses (although only of 13m high) were built in Russia.
Drawback of rack-supported solution is that it is impossible later to reconstruct the facility if

the merchandise nomenclature or its designation would change.

Drive-in/drive-through racks, related to block-storage type, are called in Russia “deep racks”.
They consist of separate many-places bays, separated with vertical trusses (Figure 4). This
kind of racks provide high utilization of warehouse volume and big warehouse capacity on the
same square, but in this case important rule of “First-in-First-out” can not be accomplished.
Therefore these racks are usually applied when the merchandise is stored and handled by big

transport shipments of 20-30 pallets, without unpacking packages and little batches picking.
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Figure 4. Performance and main parameters of deep-lane racks:

1 — Vertical side trusses; 2 —Load support rails; 3 — Horizontal truss bracing; 4
— Vertical back truss bracing; 5 — Load bays; 6 - Anchor bolts

Main parameters of the deep-racks, which may be seen in Figure 4, are as follows: A — length
of a load bay; Al — span clearance between upright frame columns; y — number of load bays
along the rack; x — number of pallets in the depth of the load bay; C — height of tiers; z —
number of tiers; H — total height of the rack (height of upper tier); P — weight of loads in a
bay (there may be from 2 up to 10-12 loaded pallets in every tier and every one is of G
weight , as is shown on the Figure 4); L — total length of the rack, as equal L = Y*A and some

others.

The deep racks provide average load up to 2-3 pallets per m? of the total warehouse square,
but they are more expensive as comparing with cell frame racks — near $40-50 per 1 stored
pallet. Cantilever rack consists of central vertical columns and cantilever supports for loads,
fixed to them (Figure 5). The racks features of absence of partitions between separate cells
and as a matter of fact there are no cells at this rack at all. Therefore very long cargoes may be
stored in this rack — up to 6m length and more and they may be of different length. This is the
main advantage of the rack. Drawback of the cantilever racks is great stress on the central

columns, because they are single ones along the rack and not double as in the racks of other
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types. Other drawback is impossibility to use for storage all the height of the tier elevation

because cantilever height occupies some part of this height.

Having in mind these features of the cantilever racks they are applied for the long steel bars,
tubes, metal extrusions and other long and sheet materials. Handling of these loads is fulfilled
by special side-loader lift trucks with side-reach fork grab or stacker cranes. The cantilever
racks provide opportunity of access to any load in the rack from the operation aisle and so the

rule of “First-in-First-out” can be provided in this case.

While steel rods are stored on the cantilever racks it is necessary to provide very reinforced
foundation, because stress under rack columns can amount to 10-12 t per m? and more. One of
options of the cantilever racks are cantilever-shelf rack, that has shelves over or between
cantilever arms and so provide opportunity to store not only long loads, but also small and

short ones. Therefore these racks may be applied for storage more various nomenclature of

cargo.
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Figure 5. Performance and main parameters of cantilever racks - front view (a), side

views of one-side rack (b) and double-sides rack (c):
1 — Upright columns; 2 —Load support cantilevers; 3 — Vertical truss bracing;
4 — Long cargoes; 5 — Bottom base with anchor bolts
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Main parameters of the cantilever racks are shown in Figure 5. They are: A — span between
columns; y — number of bays along the length of the rack; L — total length of the rack; z -
number of tiers; d — height of the base; C — height of tiers; h — clearance between cantilevers
in vertical direction; B — width of the racks; b — length of cantilever arms; G —load on a

cantilever etc.

Moving racks (Figure 6) provide the full utilization of the warehouse volume, its capacity and
throughput. They represent usual frame racks having been established on driving wheels. The
moving racks are used in conjunction with the stationary ones, as in Figure 6 is displayed: two
stationary frame racks are located on the margins of the section and several double-racks on
driving wheels — between them. Operational aisle is provided only one in this case. Access to
every pallet in the section is provided by way of moving of part of the racks. This type of
storage can be considered as an intermediate type between row-storage and block-storage,
because loads are stored in big blocks, but when it is necessary there is opportunity to have
access to any pallet — just as with row-storage type. With appliance of moving racks it is
possible to provide capacity about 2-2.5 pallet per m? of total square of warehouse facility.
However, these racks are the most expensive at Russian market — in range of $70-80 per 1

stored pallet.
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Figure 6. Performance and main parameters of a warehouse section with moving racks:
1 — Stationary frame racks; 2 — Moving frame racks; 3 — Wheels with drives; 4
- Rails for the moving racks; 5 — Operational aisle for stacking machine
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The roller conveyor rack (Figure 7) is related to the flow types of storage. It represents welded

steel structure with inserted slope lanes of roller conveyors.
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Figure 7. Performance and main parameters of gravity roller conveyor racks:
1 — Vertical side trusses; 2 —Load support rails with rollers; 3 — Horizontal truss
bracing; 4 - Anchor bolts

Angle of slope of roller lanes usually does not exceed 2-3° - such angle is enough to prevail
resistance of the rollers rotation. All the same height of loading high side may be higher on
300-500 mm of the height of low unloading side of the roller lanes. It is considered to be one
of the drawbacks of these racks. The other drawbacks are big cost, possibility of jamming of
pallets in roller lanes, incomplete using these lanes, too fast running of pallets in the roller
lanes (it is necessary to insert braking devices) and requirement of more high quality of
pallets. Advantages of roller lane racks are high warehouse space utilization, directed motion
of material flow from receiving area to the shipping area of the warehouse and strictly
accomplished throughput rule “First-in-First-out”. Loading and unloading of gravity racks is
fulfilled usually by lift trucks or stacker cranes.

Main parameters of the gravity roller racks are shown in Figure 7. These racks are applied
when term of merchandise keeping is rather little and number of load items is not too great.
These conditions occur usually at warehouses of finished products at factories. The gravity
racks also may be used as equipment for separate picking area at big logistic centres. There is
no room to consider the storage types in more details and conveyor storage options in limits

of this article. This information may be found in special warehouse literature.
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3. Conclusions

There are many options of modern warehouse furnishing and it is rather difficult to select
optimal one without profound knowledge of Theory of Warehouse Systems (TWS). As a
matter of fact there are dozens and hundreds of options related to methods of merchandise
storage and types of racking constructions in every case of warehouse creation. Cost
investment and operational cost of warehouses in logistic chains influence dramatically on the
total supply chain efficiency. Therefore, before the supply chains management it is necessary
to project, build and equip properly the components of this chain, such as warehouses and

freight terminals, with optimal solutions.
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