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Chain Management

contract logistics
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landed cost

landed cost

landed cost

Supply

( Lead Logistics
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Coyle Langley the Management of Business Logistics
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Examples of “Core” Capabilities

Transportation
LTL and TL
Dedicated
Intermodal
Global sourcing/distribution
Warehousing
Inventory management and control
Information systems
Order processing
Logistics systems
Consolidation and distribution
Freight management services
Carrier selection and rate negotiation
Freight bill auditing and control
Consulting assistance

Examples of “Value-Added” Capabilities

Pick and Pack

Marking, tagging and labeling

Product returns and reverse distribution
Packaging and repackaging

Salvage and scrap disposal
Telemarketing

Armstrong & Associates

4PL /lead logistics provider
Consulting/process re-engineering
Order management

Carrier contracting/brokering/freight
payment

Computerized transportation
management

merge-in trangt

Inventory/vendor management
JT kanban

Light manufacturing/assembly

Kitting/pick & pack
Cdll centers

Reverse logistics
Pool distribution/cross docking

Accenture

Andersen Ryder Ericcson

Customs brokerage

Small package/fulfillment

Food grade/temperature controlled
Hazmat

I nstallation/removal

Home delivery

ISO certified

WMS

Transportation network planning and
optimization

Transportation execution/freight bill
payment

Internet

Radio frequency and barcoding

Andersen Consulting




Andersen

(Forth Party Integrator)

Kuehne & Nagel Nortel
Kuehne & Nagel Nortel
Nortel
: Lead Logistics Provider)
Andersen
Andersen
Langley

(Non-Vessel Operating Common Carrier)



( : Dedicated Contract Carriage)

471 98
Armstrong & Associates

600
150 200

10



Delaney 1998
Delaney 9700
780
62 sq.ft 5.7 m

public/contract warehouse

18 140 1 7000 4 sq.ft 0 4
1 7000
0 6
Armstrong & Associates
2002 169
4.85 sq.ft
public/contract warehouse 225 7000
sq.ft 0.74
Armstrong & Associates
200 2002
650
10

m

1996 1997 1998 1999 2000 2001 2002

11

8.0



650

2002Gross Current
Revenues Growth
Third-Party Service Providers ($ Billions) Rate (%)
Dedicated Contract Carriage 9.0 8.4
Domestic Transportation Management 19.5 114
Value-Added Warehouse/Distribution 16.9 10.5
U.S.-Based With International Operations 16.6 5.7
3PL Software 3.0 -25.0
Total Contract Logistics Market 65.0 6.9
9000
8000 - )
/ —*—Value-Added Whse/Dist.,
7000 Asset-Based

™ Transportation, Asset-

6000 /'

Based (DCC)

5000 /E\E/‘i ”””” International, Non-Asset
Based

4000 /

Domestic, Non-Asset
Based

3000 %///
2000 7 &—

1000 7

1995 1996 1997 1998 1999 2000 2001 2002

12




100

zz A~ /S
,,,,,, ~——_ A //,?L\-\ﬁww

97 71

9% ®—Value-Added Whse/Dist.,
95 ] Asset-Based

94 _E_Transportation, Asset-Based
93 (DCC)

92 International, Non-Asset Based

91T
90

Domestic, Non-Asset Based

89
88
87
86

1995 1996 1997 1998 1999 2000 2001 2002

1990

Logistics  Ryder

13



Original Business
(1980s)

Initial 3PL Activity
(1985s)

Next Steps
(1990)

Most Recent Change
(1995)

Leasing [Ryder, Penske
(Leaseway)]

Trucking, truckload,
dedicated (Schneider, JB
Hunt),
less-than-truckload
(CNF, USF, Menlo)

Warehousemen (DSC,
USCO)

Domestic transportation,
International freight
forwarding(AEI, Danzas)

U.S. Freight Brokers
(C.H. Robinson)

Intermodal Marketing
Companies (Hub, Pacer)

Dedicated contract
carriage

Contract DC

Cross dock,
warehousing

Distribution centers,
traffic mgmt., JIT, cross
docks

Contract carriage, JIT,
crossdocks, distribution
centers, traffic mgmt.

Value-added
warehousing

Cross docking, contract
DC management

Warehousing, contract
DC mgmt., traffic mgmt.

Network transportation
management

Network transportation
management

Traffic management

Value-added
warehousing

Network transportation
management

(traffic management) 1

(network transportation management)

cross dock

1980




GENCO Distribution System
GENCO

80

GENCO

Menlo Worldwide Logistics
Menlo Worldwide Logistics 2001

Logistics
1989 Emery Air Freight
Menlo Logistics
Menlo

Logistics

Standard Corporation
Standard

2002 10
uti Standard

1971

Menlo

1990

1894

Kuehne & Nagel

15



C.H. Robinson

20%
Schneider Dedicated 1984
Schneider National
10
C.H. Robinson
2002

50

24

Asset-Based Non-Asset-Based

Raising Capital

Lower investment X
Quicker returns X
Accounting practices X
Survivability
Start-up X
First 5 years X
Long term X
Top line growth X
ROI, ROE, ROC X
Legal entanglements X
Organizational complexity, nimbleness X
Generation of new business ventures X
Long-term ownership control X
X

16




Microsoft Office Quick Books Accounting
Warehouse Management Software

Maves  AccuPlus

10

(Visibility)

Standard 2002
Standard 1.27

17



Transport Management Software:

Exel
Exel
WMS-Brand # of 3PLs
EXE Technologies 15
AccuPlus 4
Manhattan 4
Provia 4
DSA 3
Irista 3
LogiMax 3
MARC 3
Maves 3
RedPrairie 3
Insight 2
Source: Armstrong & Associates, Inc
Provia 20
Brand # of Program Update
Company Name Price Maintenance Installations Language Frequency
EXE EXceed™ $125k - 18% 800 C++, Annual
Technologies, $500k+ PowerBuilder,
Inc. Informix 4gl
Manhattan PkMS $150k - 15-20% 800 C++, Visual Bi-annually
Associates, Inc. $1M License Fee C, Visual
Basic, RPG
Red Prairie DM plus® $200k+  18% of 200 Uniface, 4GL, Annual
license Open RF, NT
Provia software VIAWARE®  $400k 18% 500 C++ 9 Months
WMS

Source: Armstrong & Associates, Inc

18




Hub Group Sabre
i2
Pacer Global Hub

Shipper’ s Agent

Maersk-Sealand

19



registration license

C.H.Robinson
H.B.Fuller

Menlo Barilla

Fortune 500

20



Ryder

Armstrong & Associates

Armstrong & Associates 2002

21



10 20

The Association for Transportation Law, Logistics and Policy

The Association for Transportation Law, Logistics and Policy 1997 1998

22



i2

23

Schneider

MySumit



Vector
Vector

Vector

20

Penske

Penske

Penske

Penske

Penske

Schneider Logistics

Ford

Ford

1996

FedEx
FedEx
Vector
Vector
Vector
Vector
32
1998
Ryder

24

FedEx

Exel

Penske

Ford

Ford

Ford

6000

Penske
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Robert Lieb
Armstrong & Associates
Langley Ryder Cap Gemini

Lieb

Northeastern

2002

2002 18

65 Exel

2000 16

2001

18 7

26

18

3900

1200

64

Lieb

14

10

11

12

100

500

Landstar

47

11

66

13



11

& Associates

Lieb
E-Commerce
E-Commerce
11
22 12
11
2001 17 2002
Armstrong & Associates
15
66 43
27 1991
38
1991 78
1998
2001 63

27

Armstrong

2001

18

2002
2002

40



58 56
42 47
47
32.5
67
Armstrong
Armstrong & Associates
1871
20
22
Menlo Vector
100 5000

28

67

24

40

52
42

22

63

70

Fortune



Rank Customer # of
Used
1 General Motors 22
2 DaimlerChrysler, Ford 18
3 General Electric, Hewlett Packard 17
4 Procter & Gamble 16
5 Sears, Toyota 13
6 E.l. Dupont, IBM, Siemens, Wal-Mart 12
7 Volkswagen 11
8 GlaxoSmithKline 10
9 Home Depot 9
10 BMW, Compagq, Kimberly-Clark, Kraft, Mitsubishi, 8
Nestle, Philips Electronics, Sara Lee, Unilever
11 3M, Abbott Labs, Coca-Cola, Georgia Pacific, 7
Goodyear, Honeywell International, Kmart,
Lucent Technologies, Xerox
12 | Anheuser Busch, Colgate-Palmolive, Dell 6
Computer, Honda, John Deere, Maytag, Nissan,
Nortel, Pepsi, Quaker Oats, Whirlpool

100

Exel Menlo Ryder

Fortune 200 300

Fortune 500

% of Fortune 500 Companies Using 3PLs

., 100% 7—88%
S 80%
= 56%
(4]
o 60% 46%
&% 40% 3%
21%
S 20% —
°
0% T T T T

1-100 101-200 201-300 301-400 401-500

Fortune Ranking

29

Fortune



Fortune 400

500 1.5
Meridian Freight

quote .com

Fortune 500

Average # of 3PLs Used by Fortune 500
Companies

# of 3PLs

OFRLrNWRAOITIO N

1-100 101-200 201-300 301-400 401-500

Fortune Ranking

1999 2001 15.7 18.6

30



2001 2000 Variance
Transportation Mgmt 21.2% 20.9% 0.3%
Dedicated Contract Carriage 7.7% 8.6% -0.9%
Intermodal 5.6% 4.6% 1.0%
Warehousing 20.3% 20.5% -0.2%
Value-Added 18.4% 18.0% 0.4%
International 9.7% 10.2% -0.5%
Integrated Solutions 8.7% 9.1% -0.4%
Efulfillment 1.4% 1.3% 0.1%
Lead Logistics 4.0% 4.0% 0.0%
Other 3.0% 2.8% 0.2%
Langley
Langley
2002 Cap Gemini  Ryder System
1975
260
Langley Lead Logistics Manager
Supply Chain Integrator
Langley
Langley

The Migration of 3PL Service offerings

Service offerings

Serviceaes

Value-Added

Basic Services

31

Partnership

Contractual

Contractual

Commodity

Relationship Pricing

Value Based

Risk Sharing

Fixed and Variable

Transaction



The Change In Key Attributes as 3PL Service offerings Migrate

Service offerings ;:ﬁﬁi:m g Key Attributes

Models

sStrategic refationship

*Broad supply chain expertise
Supply Chain - Knowledge—and infonmation—based
Integrator (SCH or *Shared risk and reward
Lead Logistics “Advanced technology capability

Advanced Manager (LLM) -Adaptive Hexible and collaboratfve

Services

Frofect management.s contrant managemert
-Single point of coniact

3P techinology integration

Lead Logistics
FProvider (LLF)

Third-Farty Logistics  -Ephanced capabilities
Value-Added P

L2 Frovider (3FL} :Broader service offerings
Laogistics Serviee *Focused cost reduction
Provider (LFS) “Niche setvices

Basic Services

2002 2002

32
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90
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30
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Logistics

Vector

Langley

Fortune

200

2005

10

34

10 12

2002

Caterpillar



