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2 ObjectivesObjectives

To illustrate some of the constraints To illustrate some of the constraints 
facing the shipper/carrier facing the shipper/carrier 
communitiescommunities
To help focus on possible areas of To help focus on possible areas of 
public policy responsepublic policy response
To promote publicTo promote public--private dialogprivate dialog



3 StructureStructure
Archived Archived powerpointpowerpoint presentationspresentations
Video clips of real shippers and carriersVideo clips of real shippers and carriers
Each Each powerpointpowerpoint is 15 to 35 minutes in lengthis 15 to 35 minutes in length
Each video is about 15 minutesEach video is about 15 minutes
Listen to them at your own paceListen to them at your own pace
Course can also be done faceCourse can also be done face--toto--face with the face with the 
benefit of exchange and discussionbenefit of exchange and discussion



4 AgendaAgenda

Part OnePart One----The basics for the novice The basics for the novice 
or a refresher for the more or a refresher for the more 
experiencedexperienced
Part TwoPart Two----The concepts in more The concepts in more 
depth for all who work in the areadepth for all who work in the area



5 AgendaAgenda
Part OnePart One

Introduction and total cost competitionIntroduction and total cost competition
Managing inventoriesManaging inventories
Managing transportationManaging transportation
The European experience and conclusionsThe European experience and conclusions

Part TwoPart Two
Logistics strategiesLogistics strategies
Network designNetwork design
Outsourcing and third party logisticsOutsourcing and third party logistics
Information technologyInformation technology

Highlights for participantsHighlights for participants
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Module OneModule One
Introduction and Total Cost Introduction and Total Cost 

CompetitionCompetition

Available for free download at Available for free download at 
www.wistrans.org/cfirewww.wistrans.org/cfire



11 Freight and the Freight and the 
EconomyEconomy
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12 1998 Congestion1998 Congestion



13 Growth in TonGrowth in Ton--MilesMiles



14 Modal Share TrendsModal Share Trends



15 2020 Congestion2020 Congestion



16 Supply Chain Supply Chain 
ManagementManagement

Encompasses the planning and management of Encompasses the planning and management of 
all activities involved in sourcing and all activities involved in sourcing and 
procurement, conversion, and all logistics procurement, conversion, and all logistics 
management activitiesmanagement activities
It also includes coordination and collaboration It also includes coordination and collaboration 
with channel partners, which can be suppliers, with channel partners, which can be suppliers, 
intermediaries, third party service providers, intermediaries, third party service providers, 
and customersand customers



17 Logistics ManagementLogistics Management

Is that part of supply chain management that Is that part of supply chain management that 
plans, implements, and controls the efficient, plans, implements, and controls the efficient, 
effective forward and reverse flow and storage effective forward and reverse flow and storage 
of goods, services and related information of goods, services and related information 
between the point of origin and the point of between the point of origin and the point of 
consumption in order to meet customers' consumption in order to meet customers' 
requirementsrequirements
Logistics is part of the supply chain Logistics is part of the supply chain 
management concerning materials movement management concerning materials movement 
and storageand storage



18 QuizQuiz

Q. According to FAF, what portion of Q. According to FAF, what portion of 
the average state truck tonnage the average state truck tonnage 
simply passes through the state?simply passes through the state?

A.A. 43%43%
Q. In 2002 what percent of the 19.3 Q. In 2002 what percent of the 19.3 

trillion tons of freight shipped in the trillion tons of freight shipped in the 
US was domestic?US was domestic?

AA. 91%. 91%



19 QuizQuiz

Q. Which country is the USQ. Which country is the US’’s largest s largest 
trading partner?trading partner?

A.A. CanadaCanada
Q. In 2002 how many people were Q. In 2002 how many people were 

employed by American railroads?employed by American railroads?
A.A. 177,000177,000
Q. In 2002 what was the total Q. In 2002 what was the total 

revenues of class I railroads?revenues of class I railroads?
AA. $35.3 billion. $35.3 billion



20 QuizQuiz
Q. In 1997 what portion of the US GDP was Q. In 1997 what portion of the US GDP was 

involved in international trade?involved in international trade?
A.A. 25%25%
Q. What is generally used as the haul length Q. What is generally used as the haul length 

needed to make rail economic?needed to make rail economic?
A.A. 600 miles600 miles
Q. Between 1980 and 2000, which grew Q. Between 1980 and 2000, which grew 

fastest: overall VMT, truck VMT, lane fastest: overall VMT, truck VMT, lane 
miles of highway?miles of highway?

AA. Truck VMT (89%); overall VMT (80%); . Truck VMT (89%); overall VMT (80%); 
lane miles (3.8%)lane miles (3.8%)



21 QuizQuiz

Q. How many trucks would it take to Q. How many trucks would it take to 
carry the load of one river barge?carry the load of one river barge?

A.A. 58, or 15 rail cars58, or 15 rail cars
Q. What is the value of an average ton Q. What is the value of an average ton 

of freight moved by air relative to of freight moved by air relative to 
that of truck?that of truck?

AA. About 90 to one. About 90 to one



22 A Supply ChainA Supply Chain
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23 Boeing Boeing DreamlinerDreamliner



24 DreamlinerDreamliner AssemblyAssembly



25 What are the Costs in What are the Costs in 
the Chain?the Chain?

ExtractionExtraction
ManufacturingManufacturing
TransportationTransportation
InventoryInventory
AdministrationAdministration
Information technologyInformation technology



26 TransportationTransportation
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27 InventoryInventory



28 AdministrationAdministration
•Procurement

•Accounting

•Transfer management

•Finance

•Customs clearance

•Personnel

•IT



29 The TThe T--ShirtShirt
Lubbock, 
TX: Cotton 
Grown 

Long Beach, 
CA: Shipped 
to China

Shanghais, 
China: Spun, 
woven and 
sewn

Miami, FL: Artwork 
applied, warehoused 
and shipped to US 
and Europe



30

 US Brazil Argentina 
Cost Item 

($/bu.) 
 

Hinterland
Mato 

Grasso
 

Parana
 

SantaFe
Production 5.11 4.16 3.89 3.92
Internal 
transport & 
marketing 0.43 0.85 1.34 0.81
Cost at border 5.54 5.01 5.23 4.73
Freight to 
Rotterdam 0.38 0.57 0.57 0.49
Price at 
Rotterdam 5.92 5.58 5.80 5.22

Figure 19. Comparative total cost of soybeans delivered to Rotterdam 
Source: North Dakota  

International Competition
Cost of Soybeans Delivered to Rotterdam



31 Total Cost CompetitionTotal Cost Competition

Case Case 
#1#1

Case Case 
#2#2

Case Case 
#3#3

ExtractionExtraction $5.00 $5.00 $4.00 $4.00 $5.00 $5.00 

ManufacturingManufacturing 10.0010.00 $6.00 $6.00 $12.00 $12.00 

Product costProduct cost $15.00 $15.00 $10.00 $10.00 $17.00 $17.00 

TransportationTransportation $5.00 $5.00 $7.00 $7.00 $3.00 $3.00 

InventoryInventory $3.00 $3.00 $4.00 $4.00 $1.00 $1.00 

AdministrationAdministration $3.00 $3.00 $4.00 $4.00 $1.00 $1.00 

ITIT $2.00 $2.00 $3.00 $3.00 $1.00 $1.00 

Total costTotal cost $28.00 $28.00 $28.00 $28.00 $23.00 $23.00 
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