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• Cost	
  and	
  value	
  of	
  logis0cs
• Approach	
  to	
  ICT-­‐based	
  innova0on
• Market	
  changes
• Opportuni0es	
  for	
  innova0ve	
  logis0c	
  services

Agenda	
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Logistics	
  value	
  proposition
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Back to the basics: 
Martin Christopher's "Logistics and Supply Chain Management", 1992

LogisCcs	
  as	
  the	
  key	
  
to	
  become	
  cost	
  and	
  service	
  leaders,
improving	
  both
Value	
  and	
  Produc0vity
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How	
  we	
  lost	
  the	
  value	
  dimension

• Logis0cs
– Focus	
  of	
  the	
  transport	
  buyer,	
  price	
  is	
  the	
  discriminant	
  factor
– Low-­‐value,	
  provides	
  replaceable	
  capacity
– Improve	
  along	
  the	
  cost	
  dimension	
  only.

• Supply	
  Chain	
  Management
– Focus	
  on	
  the	
  client,	
  service	
  is	
  the	
  discriminant	
  factor
– High-­‐value,	
  ensures	
  product	
  availability
– Rarely	
  outsourced,	
  only	
  from	
  big	
  manufacturer/retailer	
  to	
  big	
  LogisCc	
  

Services	
  Providers	
  (LSP)	
  through	
  long-­‐term	
  relaConships.
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Different	
  stakeholders	
  position

• Clients	
  (LSC)
– Pressure	
  on	
  reducing	
  costs

• Regulators
– Enforce	
  eco-­‐social	
  
sustainability	
  

– ..	
  sJll	
  more	
  pressure	
  on	
  costs

• LSPs
– SMEs	
  in	
  a	
  low-­‐margin	
  
commodity	
  market	
  

– Large	
  LSPs	
  bePer	
  at	
  cost	
  
reducJon	
  through	
  
economies	
  of	
  scale
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Intelligent	
  Cargo
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loading 

!  Cargo 
identification 

!  Loading check 
!  Truck/wagon 

status 
!  Free space 

visibility 

!  Cargo condition monitoring 
!  Estimated Time of Arrival 
!  Combined ETA 
!   Re-routing 
!  Tracking 
!  Triggering outbound asset 
!  Triggering authorization 
!  Parking reservation 
!  Security notification 

Transport execution 

 
! Delivery  
confirmation 
! Anti-theft 
! Payment 

Delivery 

EURIDICE Project, 2011

Value	
  proposiCon:	
  
sophisCcated	
  track&trace,	
  automated	
  monitoring,	
  excepCons	
  management
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Complicated	
  value	
  proposition

• Difficult	
  to	
  jus0fy	
  investments	
  on	
  cost	
  /	
  efficiency	
  basis	
  only
– Need	
  in-­‐deep	
  assessment	
  of	
  processes	
  to	
  judge	
  each	
  and	
  every	
  

applicaCon	
  case
“The	
  only	
  ones	
  making	
  money	
  out	
  of	
  the	
  RFID	
  buzz	
  are	
  
consultants"	
  (anonymous	
  RFID	
  integrator)

– No	
  dramaCc	
  improvements	
  for	
  large,	
  stable	
  chains
“We	
  are	
  already	
  as	
  efficient	
  as	
  we	
  can."	
  (Large	
  European	
  AutomoGve)

– No	
  business	
  model	
  changes
“I	
  could	
  do	
  the	
  same	
  with	
  2	
  more	
  employees	
  and	
  it	
  would	
  cost	
  less."	
  
(Large	
  Port	
  Operator)

• Mo0va0ng	
  Intelligent	
  Cargo	
  is	
  a	
  difficult	
  exercise	
  if	
  
considering	
  the	
  cost	
  dimension	
  only	
  
– Limited	
  impact	
  on	
  customer	
  value:	
  beWer	
  informaCon	
  support	
  for	
  

excepConal	
  cases	
  (high-­‐value	
  goods,	
  perishable,	
  dangerous...)
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Market	
  changes	
  call	
  for	
  innovation

• Post-­‐crisis	
  scenario:	
  selling	
  less	
  of	
  more
– More	
  products,	
  from	
  more	
  sources,	
  to	
  more	
  desCnaCons
– Lower	
  volumes,	
  less	
  stable	
  supply	
  chains,	
  less	
  “economies	
  of	
  scale”	
  

• Logis0c	
  industry	
  challenge	
  	
  
– Fixed,	
  dedicated	
  supply	
  chains	
  are	
  valid	
  for	
  Cmes	
  of	
  abundance,	
  but	
  are	
  

less	
  sustainable	
  when	
  volumes	
  decrease	
  and	
  variety	
  increases
– Need	
  rethinking	
  of	
  logisCc	
  organizaCons	
  that	
  were	
  conceived	
  to	
  move	
  

huge	
  quanCCes	
  of	
  few	
  products	
  to	
  few	
  mass-­‐market	
  desCnaCons

• Restoring	
  the	
  value	
  dimension	
  	
  
– InnovaCve	
  logisCcs	
  services	
  are	
  needed	
  for	
  more	
  flexible,	
  responsive	
  

and	
  widespread	
  distribuCon	
  networks,	
  fulfilling	
  the	
  need	
  for	
  fast	
  and	
  
efficient	
  deliveries
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Why	
  should	
  we	
  innovate?

• For	
  sustainability
– Increased	
  load	
  factor
– Less	
  emissions
– Be6er	
  u7lized	
  resources

• For	
  market	
  evolu7on
– Faster	
  and	
  more	
  efficient	
  
delivery	
  of	
  smaller	
  shipments	
  

– Specialized	
  logis7c	
  services,	
  
globally	
  accessible,	
  integrated	
  
but	
  maximizing	
  efficiency	
  on	
  a	
  
local	
  scale

9

CollaboraGve	
  Planning,
Open	
  logisGc	
  networks,	
  
the	
  “Physical	
  Internet”
www.physicalinterneGniGaGve.org

the	
  “Long	
  Tail”	
  (C.	
  Anderson,	
  2006)
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The	
  iCargo	
  approach

An	
  open	
  freight	
  management	
  ecosystem,	
  where:

– Specialized	
  logisJc	
  services	
  are	
  globally	
  accessible,
– Services	
  can	
  be	
  easily	
  combined	
  into	
  door-­‐to-­‐door	
  chains,	
  
– Clients	
  get	
  acceptable	
  performance	
  and	
  cost,	
  regardless	
  of	
  the	
  

shipment	
  size	
  and	
  frequency,	
  
– Overall,	
  less	
  CO2	
  is	
  generated.	
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Access	
  and	
  combine	
  services

11

Logistic Services
Provider (LSP)

Logistic Services
Client (LSC)

Publish services

Integrate services
into the ecosystem

Discover and 
compose services

Find best door-to-
door solution
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Logistic Services
Client (LSC)

Execute	
  door-­‐to-­‐door	
  chain
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Cargo will be late !!

!
!

Logistic Services
Provider (LSP)

Free up space for other
cargo on waiting ship

Delay recovered
+ Performance
+ Cost
+ Emissions

Automated event
detection

Propagation of changes 

Re-planning to find 
alternative solution 
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Control	
  emissions

13

CO2 Energy

Logistic Services
Provider (LSP)

Automated monitoring of 
environmental parameters

Certified emissions
based on actual data

+ + ..+
Transport chain emissions 
per shipment

Logistic Services
Client (LSC)

More accurate
carbon footprint
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Logistics	
  as	
  a	
  “long	
  tail”	
  market

14

• Specialized	
  logisJc	
  services
– Globally	
  accessible	
  
– Maximizing	
  efficiency	
  on	
  a	
  local	
  
scale

• Value	
  added	
  services
– CollaboraJve	
  planning
– CoordinaJon	
  between	
  modes
– Intelligent	
  cross-­‐docking	
  (e.g.,	
  
DHL-­‐3M	
  pilot	
  in	
  iCargo)

– Postponement	
  of	
  demand-­‐driven	
  
acJviJes

– ...	
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Final	
  remarks

• Injec0ng	
  ICT	
  innova0ons	
  into	
  tradi0onal	
  logis0cs	
  processes	
  can	
  be	
  
a	
  frustra0ng	
  exercise
– Efficiency	
  improvements	
  are	
  hard	
  to	
  prove,	
  especially	
  for	
  SMEs	
  
– Marginal	
  impacts	
  on	
  service	
  (e.g.,	
  bePer	
  track&trace)	
  are	
  not	
  sufficient	
  

moJvaJon,	
  especially	
  in	
  Jmes	
  of	
  crisis	
  

• The	
  market	
  itself	
  is	
  changing	
  	
  
– “Long	
  Tail”	
  phenomenon
– Environmentally	
  concerned	
  customers

• ICT	
  as	
  enabler	
  of	
  Business	
  Model	
  innova0on	
  	
  	
  
– InnovaJve	
  logisJc	
  services	
  for	
  evolving	
  client	
  needs
– Ecosystem	
  approach	
  to	
  access,	
  integrate	
  and	
  provide	
  the	
  services
– Future	
  projects	
  should	
  look	
  at	
  market	
  changes	
  requiring	
  innovaJve	
  ICT	
  

soluJons	
  (e-­‐Commerce	
  logisJcs,	
  sustainable	
  urban	
  distribuJon,	
  healthcare	
  
logisJcs	
  ..)	
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Thank	
  you	
  for	
  the	
  attention!

paolo.paganelli@bluegreenstrategy.com
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