








achieving that position, together with the partners in the chain. Changing logistics
service providers to get into the right network, is still possible, but don't put it

off too long! The focus on sustainability will accelerate the forming of sustainable
collaborative networks.

H.J. Heinz has made its plans and it currently going through the steps towards
building up sustainable logistics networks. The tools provided by Connekt help and
stimulate us in the process (Figure 4). Whereas a few years ago the company found
itself meeting its logistics service providers mainly to discuss operational matters,
we now make an effort to take the time to work towards a common future. On
behalf of H.J. Heinz | will be actively participating in a number of different networks
to further promote this vision. The resulting positive energy is tremendous! In the
next few years the forming of chains will become increasingly important, and we
intend to become, be, and remain, successful in this arena.
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Figure 4: H.J. Heinz passes through the various phases of the Sustainability Matrix.

Last but not least, a word about the objections that can be heard. Of course one
can always think of reasons not to participate in a change process, but all this does
is generate negative energy. There comes a time when even the objectors will be
forced to cross the divide. As the great economist J.M. Keynes put it: “The biggest
problem is not to let people accept new ideas, but to let them forget the old ones.”

All this energy can be put to much better use by converting it into positive energy
focused on creating sustainable networks. Our goal is to be among the winners with
sustainable logistics networks. The famous Dutch hockey coach Marc Lammers
had a good way of putting it: “Winners always have a plan, losers always have an
excuse”.
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Heinz, Mars, InterfaceFLOR launch Green Tender

Mars Netherlands, H.J. Heinz, and InterfaceFLOR recently marketed their Green Tender
concept. Basically, the system ensures that shippers purchasing logistics services will be
able to include considerations of social wellbeing and environmental impact instead of simply
considering how much immediate value they get for their money. A major aim is to reduce the
emission of CO, and to improve the efficiency of goods traffic.

Green Tender forms part of the Sustainable Logistics programme launched by Connekt, an
independent network of commercial partners and public authorities that seeks to improve
mobility in the Netherlands. Whereas Green Order is focused on the logistics ordering and
monitoring process on the customer side, Green Tender focuses on specifying, selecting, and
contracting logistics service providers.

Mark Schenkius, manager at Mars: “Last year, Mars Netherlands launched Green Order, an
initiative that enables us to make our customers aware of the CO, emission associated with
each order. This is a way of initiating a dialogue that should eventually bring about a change in
behaviour by persuading customers to arrange their chain logistics more efficiently and thus
improve sustainability.”

“Participating in the Green Tender scheme is important to Heinz, which is a green company
by nature,” says Tom Tillemans, logistics manager at Heinz Benelux. “Heinz launched a
programme to reduce the emission of greenhouse gases by 20 percent. We have developed
a sustainability programme for our logistics operations which includes Green Order and Green
Tender.”

InterfaceFLOR intends to operate on a fully sustainable basis by 2020, and even plans to
contribute positively towards the recovery of our environment. Efficient transport of goods
to reduce levels of waste and emissions is part of this. In order to achieve its targets,
InterfaceFLOR’s contracts with logistics service providers are concluded for durations of three
to five years.

According to Schenkius many people fail to realise that CO, emissions are directly related to
cost. “A litre of diesel produces an emission of 2.63 kilogrammes of CO, when combusted,

so the less diesel you burn, the less your CO, emission becomes. By focusing on CO, you
automatically cut costs in your chain.”

(Abstract from EVO Logistiek no. 2, 2010)
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Summary of chapter 6

Supply chain collaboration is essential for companies to sustain efficient and
effective supply chain management processes in the global marketplace.
Collaboration is hard work but the payback can be substantial.

Collaboration can significantly reduce costs, increase supply chain efficiency and

improve customer service, but it can just as easily fail if not implemented with the
right motives. To be successful, supply chain collaboration requires not just sheer
effort but often a fundamental change in thinking too.

From an LSP's position, there are many considerations to be taken into account
when deciding to collaborate within the supply chain. These include elements to
consider when determining how to best collaborate, selecting a partner and the
tools necessary for collaboration to work best.

True collaboration involves breaking barriers and building trust. As the trust builds
over time and as the collaboration efforts grow, the partnership will grow from a
tactical, process-oriented one to a strategic one. In a successful collaboration,
each partner views the other as an extension of his or her own organisation.



Collaboration: A Global LSP’s View

Collaboration is often discussed as the strategic next step for optimising supply
chains. While collaboration can significantly reduce costs, increase supply

chain efficiency, and improve customer service, it can just as easily fail if not
implemented with the right motives. Just as the supply chain is a complex web of
pieces and parts, collaboration is equally complex.

In the simplest definition, collaboration is working together in a trusted and mutually
beneficial relationship. To be successful, supply chain collaboration requires not
just sheer effort but often a fundamental change in thinking too. Having trust in the
right partners and choosing the right processes for collaboration is critical, as is
taking the time necessary to clearly define the collaboration strategy.

Trends in the marketplace today include various levels of collaboration between
companies. Each of these levels in turn has varying degrees of complexity and
may or may not require a logistics partner to help unlock the synergies. Today
collaboration is done mostly at a very tactical level, but it is becoming more
strategic as green initiatives and globalisation continue to become more prevalent.

Common collaboration initiatives include:

e Between business units of the same company to provide data visibility, process
alignment, technology integration and joint execution.

e Between company and suppliers or customers to provide factory gate pricing,
process integration and shared transportation opportunities.

e Between company and supply chain execution experts to leverage know-how to
better deal with complexity.

e Between companies in the same industry sector, supplying the same customer
base, to leverage demand and capacity (e.g. food industry to retail).

e Between company and service provider for asset planning advantages,
combined procurement, green initiatives, and unlocking the supply chain
synergies across multiple parties.

e Between 4PL logistics service providers and 3PL asset-based companies to
deliver a more value-added and all-encompassing logistics management solution
for their customers.

From an LSP’s position, collaboration takes more than the decision to find a
partner. There are many considerations to be taken into account when deciding
to collaborate within the supply chain. These include elements to consider when
determining how to best collaborate, selecting a partner and the tools necessary
for collaboration to work best.
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Elements for establishing collaboration

Aligning the organisations between collaboration partners is a strategic component
necessary for success. There is no standard in place to show where collaboration
works best or at what level. This depends on the company goals and can be

based on financial goals, risk assessment, or value for the end customer. Having
top management collaboration as a strategic goal while continuing that alignment
through all levels down to the shop floor will ensure that all employees are involved
in and committed to collaboration success.

A key challenge is keeping collaboration a focus of top management as a strategic
goal without derailing it with short-term problems and conflicting projects. An
example of this is the past year's economic climate, in which we have seen how
customer collaboration and CO, goals were downplayed to satisfy shortterm cash
needs, thus losing the momentum for success. Having alignment at all levels, and
having collaboration as part of the culture, motivates both companies to strive for
mutual success despite any short-term roadblocks.

Once alignment is achieved, both organisations must first define and agree upon
what level of collaboration should be the starting point. Step one understands the
processes in the supply chain, the partners currently involved in those processes,
and the impact those processes have on the end customer. It's not necessary for
every process in the chain to be collaborative. Rather, you must determine which
processes will most benefit from collaboration or will provide a value-enhanced
process that isn't possible without working together. It's also necessary to
determine the level of collaboration for that process, namely whether it is strategic,
such as forecast planning, or tactical, such as daily order management.

As the global landscape continues to change, it leads to a host of new and
challenging opportunities for multinational companies. Companies must carefully
consider their supply chains as they move into international markets. There are
strategic concerns, such as the exchange rate fluctuation, managing facilities
offshore, and government restrictions. There are also tactical concerns such

as tariff standards for transportation services, order entry and planning across
continents and across time zones, modes of transportation versus the cost of
local production or distribution methods, incoterms, and billing entities. Having the
infrastructure, experienced personnel, and information systems that are compatible
in all parts of the world are prerequisites. The challenges in language, cultures,
and business processes can be overcome, but must be closely looked at prior

to attempting to implement collaborative processes that span several nations.
Having a proven, reliable partner with experience of handling supply chains across
continents is a key consideration if the processes you're focusing on are global or
will become global.

Selecting and working with a partner
Once the processes are defined and it is established that a partnership is wanted,
the next step is selecting the partner to work with. Selecting the right partner is
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instrumental in the success of a collaboration. The partner must be a ‘fit’ with your
company. The current working relationship with that partner should be strong, the
company goals should match, and a cultural fit should be established.

After selecting the partner, the design of the relationship and the collaborative
process should be undertaken, including establishing a clear understanding where
in the process each partner’s responsibilities begin and where they end. The
partner and the organisation should work together to design the new working
relationship.

Contracts should be clear on key aspects of how business processes must work,
but flexible on the relationship. They should give each party incentive for achieving
success, and should be clear on what constitutes success. Contract negotiations
can lead to problems in establishing successful collaborative processes, the goal
of which is to achieve a win-win situation for both companies.

Many companies are focused on two areas that can work directly against
establishing collaborative processes: transactional pricing and the expectation
of short-term results. Transactional pricing is deep-rooted in many companies as
the buying strategy of choice to continuously enable negotiation on lower rates
whereas collaboration is about reductions driven throughout the supply chain and
not necessarily only in the rate-based area of the partner. Short-term results are
also a constant expectation in many companies and even more so in the present
economic climate. Collaborative processes can be put in place to enhance
short-term results but collaboration should primarily be focused on the long-term
improvements to the supply chain that will give the company a sustainable supply
chain improving their competitive edge.

Choosing a remuneration model that provides risk/rewards for both partners

is desirable to foster the right behaviour by both partners in a successful
collaborative business relationship. These models can include gain share
opportunities, penalty clauses, and KPI based bonus programs. Each company
needs to determine the model based on the level of collaboration selected. In
addition, adding an audit procedure to establish that the program actually is
successful may also be warranted. This can be a case of each company auditing
the other, or of using an external auditor to test the supply chain solution and
ensure that it is really meeting the needs of both parties.

Communication is another area that should be focused on when starting a
collaborative partnership. Communication must be open, honest and frequent.

For collaboration to work, it's not just about data sharing, it's also about more
strategic issues, including how the company makes supply chain decisions

and sets operating procedures. A structure should be in place to periodically
review the metrics, discuss enhancements to the process and keep the lines of
communication flowing. It is also important to identify the roles and responsibilities
of each organisation within the collaboration framework. This includes defining
who will coordinate the collaboration efforts and the ongoing management of the

The market place | 87

‘Collahoration
should primarily be
focused on the
long-term
improvements to
the supply chain’



‘For a successful
collaboration, it’s
essential for data
transparency to
exist between the
companies’

collaboration. Continuous communication at various levels within the organisations
should not be overlooked as essential for the success of collaboration.

Change management is equally important to consider when addressing
collaboration. A change management plan should be discussed and documented
during the initial planning phases. Ensuring early on that everyone within both
organisations is aware of the goals and has some ownership in the success of the
collaborative processes will lead to a smooth transition. A change management
plan addresses how to get the commitment and keep it. The change management
plan should include stakeholders, communication action plans, conflict resolution
guidelines, and escalation procedures. In addition to the change management plan,
a governing body, such as a Logistics Council or Steering Committee, with key
members of both organisations, should be put into place. These members need
to have the authority to make decisions and make change happen. They not only
break through barriers but they should also provide insight, as the collaboration
becomes part of the business.

Tools for collaboration

There are many tools necessary for collaboration to work; these include process,
technology and people. None of the tools alone will make collaboration successful;
rather it is the use of all three and the know-how to tie them together that makes
the difference.

Process tools include cascading metrics that have clear targets for input, process
and output measurements. Cascading metrics start with the primary measurements
(key performance indicators) of success for cost and service and then ‘cascade’
to the underlying measurements of processes and inputs that drive those key
performance indicators. The cascading metrics should be reviewed on a regularly
scheduled basis and improvement plans put into place to continuously ensure

that the targets are achieved and exceeded. In addition to the regular reviews

at an operating level, the metrics should be reviewed at quarterly reviews with

Top Management. These reviews contribute to ensuring the continuous buy-in at
the right levels and to aid in setting strategic goals for making the collaboration
even better over time. Incorporating lean tools into the process will also enable
successful collaboration by conducting value stream mapping sessions to find
continuous improvements. There should also be regularly scheduled strategy
sessions to identify best practices across both organisations, and to look for
innovation in the current business processes, or ways to increase the collaboration
in other areas of the supply chain.

Technology tools must be in place to enable efficient data sharing but they

must also extend the collaborative practices beyond data sharing to effective
communication throughout the business processes. Let's start with data sharing.
For a successful collaboration, it's essential for data transparency to exist between
the companies. Information sharing is key to collaboration success. Without it, no
company can effectively manage its part of the process. Having to go back and
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forth to get the information when it could flow freely will impede the process. By
providing information such as historical shipping patterns and real time load data,
significant efficiencies can be achieved through collaboration. The determination
in how the data is transferred, when the data is transferred, and what data is
necessary are all areas of focus when designing the framework for collaboration.
Companies often have one ERP, but each facility may be using the information in
different ways, or be using data fields in a non-standard capacity. All of these data
elements need to be mapped clearly before collaboration begins. If the facilities
involved use a range of different systems, the data mapping becomes even more
complex but equally necessary for success.

To establish more effective communication among partners, with facilities in many
continents or even longer distances within a continent, face-to-face interaction is
not always cost effective or even possible. E-mail and phone calls are familiar daily
interaction tools for everyone, but more advanced methods are also available to
enhance collaborative communication. These tools include video-conferencing, web-
intelligence data sharing and reporting, live-chat, and integrated video/whiteboard
tools.

Effective social interaction skills are sometimes ignored, but they are critical for
successful collaboration. The value of investing in a strong collaboration team in
both organisations should not be underestimated. Having the basics of effective
listening, verbal and written communication, and presentation skills are a must for
the lead people on the collaboration team. In addition, the team should be capable
of holding effective meetings with agendas, timelines, action items, and meeting
notes for follow-up. Being able to effectively manage the technology communication
tools, knowing the audience, and knowing when to use which method are equally
important. Finally, having strong problem-solving skills, emotional intelligence, and
creativity are all imperative to a strong collaboration team.

Vested Qutsourcing

A new business model regarding outsourcing is emerging, based on a
“performance-based partnership in which both parties’ interests are aligned, and
they become vested in each other’s success.” This model has been developed

by Kate Vitasek in conjunction with the University of Tennessee in the US (www.
vestedoutsourcing.com). Collaboration between partners in the vested outsourcing
model is inherent and absolutely vital in the business relationship. The model is a
performance-based outsourcing approach. This very sophisticated and strategic
approach to collaboration and outsourcing holds great promise for driving the next
level of sustainable business value.

Conclusion

Overall success of collaboration begins with trust. All of the elements above

work towards establishing and reinforcing trust between the parties involved. As
mentioned earlier, having the right cultural fit and having shared goals is imperative
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when selecting a partner for a successful collaboration. True collaboration involves
breaking barriers and building trust. As trust is built up over time, and as the
collaboration efforts grow, the partnership will lead from a tactical process-oriented
one to a strategic one. The true element of a successful collaboration is when the
parties focus on strategic future efforts to improve the supply chain as opposed

to only focusing on the operational aspects of the current collaboration. In a
successful collaboration, each partner views the other as an extension of his or her
own organisation.

In conclusion, supply chain collaboration is essential for companies to

sustain efficient and effective supply chain management processes in the

global marketplace. Collaboration is hard work and the work should not be
underestimated, but the payback can be substantial in terms of strategic growth
and longevity. Key success factors of collaboration, including real and tangible
rewards for all business partners, should be identified in advance. Other ingredients
for success include open, honest communication, data transparency, clearly
defined roles, and the scope of collaboration. With top management support, a
focus on long term strategic fit, and the right partners, collaboration can make a
real difference to a company’s supply chain.
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Sustainable enterprise saves money

“Sustainable enterprise increases yield,” according to a recent survey by ING bank. Don
Spierenburg, senior carbon footprint manager at Climate Neutral Group (CNG), says that the
reduction of CO, goes hand in hand with fuel economy savings. Spierenburg: “I could list many
examples of businesses that have adopted climate-neutral operations with our support and
without added cost.”

To illustrate this, Spierenburg sums up: “The fuel costs of a carrier using 100,000 litres of
diesel in a year, with a litre of diesel costing 1 euro, amount to 100,000 euros per year. The
carrier then decides to send his truck drivers on a fuel economy course. The result is that his
total fuel consumption drops 10 percent. In other words, he save 10,000 euros each year.
In order to compensate the emission resulting from the remaining 90,000 litres of diesel he
burns each year, the company pays about 2,500 euros, enabling them to offer climate-neutral
transport. That still leaves 7,500 euros to invest in sustainable technology and bring about
further savings.”

Spierenburg: “Large operators in particular acknowledge that sustainability is becoming an
increasingly important issue. Suppliers notice that more and more businesses are adding
sustainable logistics to their business criteria. The demand for sustainable products from
consumers is also increasing.”

A climate-neutral operator can generate extra business. As an example, Spierenburg mentions
Sita. “Since they started offering climate-neutral waste collection and disposal, over five
hundred business customers have gone for this option.”

ING analysts Marco Gulpers and Gerard Rijk recently published their research results, ‘The Third
Industrial Revolution’. Its main conclusion is that ‘sustainable enterprise increases yield'.

Their research shows that companies that adopt sustainable methods will make a better profit
five years from now than companies that don't, simply because their production costs will be
lower.

In addition, more and more consumers prefer sustainable products. The Ahold company

already produces 350 of its generic brand products by means of sustainable methods. In
2015 that number is to be 4,500.

(Abstract from EVO Logistiek no. 3, 2010)
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Summary of chapter 7

The dependence on globalised production and delivery models that can respond
quickly to changes in demand has become critical. Cost and time are the key
performance parameters. Associated with every physical movement of goods
through the supply chain is a simultaneous proliferation of information movements.
Providing this information in an optimised and non-redundant way is one of the
problems in today’s global supply chains. Solving this problem would greatly
facilitate trade, and even though improvements have been made, they have proved
excruciatingly slow and difficult to achieve.

The authors argue that obstacles can be overcome by various solution strategies,
and demonstrate the experiences that have been gained from research projects
such as ITAIDE. The primary research interest here was to create an end to end
protected trade lane, and to build up a shared information base across the supply
chain. Both help to improve the exchange of information between parties.

One of the root causes of the complexity is that supply chains bring together

a range of different communities, including traders, logistic operators, and
government agencies. Within these communities, business and IT solutions were
developed in isolation. Changing standards will need to be driven by concerted
initiatives around the globe from each of these three spheres. Successful solution
initiatives address the industry integration and are aimed at the need for optimising
the information exchanges between parties at two hot spots, goods movement
hubs such as harbours and airports, and border crossing which involve government
agencies.



Information management as a
sustainable capability

Information along the supply chain

Supply chains are the lifelines of today's economies that have brought large
opportunities for growth and prosperity to societies across the globe. The engine
that drives these lifelines is goods movement, and the operators of this engine are
the logistics operators that interconnect suppliers and consumers into networks of
production and trade. While enterprises have been adopting increasingly globalised
production and delivery models that can respond quickly to change in demand, the
dependence on these lifelines has grown to a critical level. Cost and time are the
key performance parameters. Any cost or time that can be shaved off a goods
movement by filling empty spaces, avoiding unnecessary side tracks or returns,
and by reducing waiting time, is an advantage in the competitive battle.

Today's increased awareness of the need to balance growth and globalisation with
sustainability is focusing renewed attention on the underlying cost of resources
used by supply chains. Obviously and very visibly these include the resources that
actually power movements (fuel, trucks, ships, logistics facilities, etc.), but a large
hidden pool of a more volatile set of resources also exists: the information that
describes the goods movement, the context, the participants, the regulations, the
history, etc. Associated with every physical movement of goods through the supply
chain is a simultaneous proliferation of information movements. This starts with the
purchase order that a customer sends to a supplier, and continues with the request
for transport that the supplier sends to the logistics service provider (LSP), the
arrival notification that the carrier sends to the LSP at a destination, and so on.

The fact that information is of an intangible nature does not imply, however,

that there are no real physical resources associated with its processing. On the
contrary, it requires the consumption of large amounts of very limited resources:
the knowledge and skills of the persons that have to provide, collect, synchronise,
interpret, catalogue, and respond to the information — information that could be
reused if it were saved. An example of this is a transporter trying to understand
the procedures for exporting certain goods. He will need to provide information
to a number of government authorities, sometimes well in advance, sometimes
while moving the goods, sometimes after the fact, as part of an audit. Indirectly,
information streams that are not optimised cause the same physical resources to
be consumed as when moving the goods: more containers are needed as staging
areas are filling up, more fuel is burned, while trucks wait for authorities to resolve
issues with information flows, etc.

In this article we will discuss information processing as a sustainable capability. We

will focus on the perspective of optimising the provisioning of information along the
supply chain to the parties involved with the goods. This includes private sector
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parties (e.g. a harbour authority that would like to know the arrival time) and public
sector parties (e.g. a customs administration that would like to know the origin of
goods and their manufacturer). Providing this information in an optimised and non-
redundant way is one of the problems in today’s global supply chains. Solving this
problem would greatly facilitate trade, and even though improvements have been
made, they have proved excruciatingly slow and difficult to achieve. We will discuss
solution strategies and obstacles, the root causes of the complexity, why this is so
hard to improve, and current solution initiatives.

To explain solution approaches and obstacles, we will use the experience gained by
participating in the ITAIDE research project. The primary research interest here was
twofold: to create an end to end protected trade lane by mounting programmable
devices to containers, and to build up a shared information base across the supply
chain. Both help to improve the exchange of information between parties.

To describe the difficulties in making the changes required we will use a strategy
theory based on chain models that need to be broken into parts to make
successful changes, and enterprises entering new markets that need to address
‘barriers to entry'.

To describe the root causes of the complexity we will describe the various industry
segments that cluster together around the supply chain, and the perspective that
these have on the information that is flowing.

To describe the solution initiatives that are currently appearing we will use the
experiences with Single Window solutions and Tag-based solutions that are
taking hold at selected areas along the supply chain, such as community service
providers at supply chain hubs (e.g. harbours) and government authorities (e.g.
customs administrations).

Experiences gained from our research

Through participation in the ITAIDE research project (see insert) we have been

able to test some of the IT solution strategies that can be used to facilitate the
information flow that accompanies the actual physical goods flow. One creates
direct online visibility of the physical goods by attaching active devices that can be
monitored using global tracking technology. The other is an information repository
that participants can use to share trade information. Although successful prototype
situations have been implemented in the various living labs, the experiences gained
also make it clear that end to end seamless provisioning of information will require
a more gradual and phased build up.

96



The capabilities and the configuration tested in ITAIDE address an advanced final stage
of industry evolution that requires considerable transformations of the business and IT
organisations of the individual participants. This actually leapfrogs intermediate stages
that cannot be skipped because of the large scale of the change. We therefore expect
a more gradual buildup that allows individual participants to adapt their business and
IT organisation in a more organic way. This evolution is best summarised as a gradual
increase in maturity as depicted in Figure 1.

Maturity Level Business operating environment IT operating environment

Optimised End to end networks of Optimised networks of
optimised functions and ecosystems that seamlessly
information in trade and logistics  use each other’s service and
communities information

Controlled Distribution of business functions ~ Modular systems that reuse

and information into the network services and information and
communicate with external

systems
Connected Coordination of trade/movement ~ Common parts appearing in
information between partners systems
Isolated ‘One on one’ exchange of trade/  Silo-based IT systems aimed at

movement information between specific types of business flows
trade, logistics and government and regimes
parties

Figure 1: Maturity view of industry evolution

Interpreting industry evolution from a maturity perspective and realising that it takes
participants many years to rearrange their business and IT operating environments
puts the required strategic planning into a realistic perspective. It prevents us

from creating solutions that are so advanced that they cannot be adopted by the
industry, while at the same time it keeps the vision open.

What strategy teaches us

In this section we will look briefly at academic points of view from relevant areas
of research that will allow us to further understand successful solution approaches
and the problems that we need to expect and should be prepared to deal with.

We will discuss two areas: chain transformation and the entry into existing markets
of enterprises with new business models. Both have been the subject of extensive
academic research.

Academic research into chain transformation has concluded that end to end
solutions are very difficult to implement immediately. The reason for this is the
sheer number of stakeholders with widely differing interests. Reconciling these
interests in a single step is very difficult. A better way to approach this is to identify
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local areas in the chain where value propositions can be created for a limited set
of stakeholders that create sufficient advantages for all those involved. Projecting
this into the theme of our papers, we should find the hot spots of activities where
partners with similar interests cluster together.

The ITAIDE project

ITAIDE (Information Technology for Adoption and Intelligent Design for EGovernment)
is a research project that addresses the issue of eCustoms: How can customs
documents and procedures be digitised and redesigned, and what are the business
and administrative challenges that may be encountered?

ITAIDE research bridges the technical, procedural and inter-organisational network
layers.

The inter-disciplinary project covers five main areas: (1) standardisation, (2)
interoperability, (3) control and redesign, (4) network innovation and (5) value
assessment.

ITAIDE research runs four Living Labs (LL) which are reallife settings centred
around large European exporters:

e Beer Living Lab (Netherlands)
e Paper Living Lab (Finland)

e Food Living Lab (Denmark)

e Drug Living Lab (Germany)

For more information, see www.itaide.org.

With respect to our current information-providing perspective there are two
candidates for these hot spots that immediately come to mind:

e The major distribution hubs where goods change transport mode, as at
harbours and airports. Arriving by sea and by air, goods are switched to
transport by rail, road or river. Stakeholders here are hub management
authorities and logistics service providers that have a common interest in
sharing the information required to optimise the goods flow.

e The major information provisioning needs when goods cross borders. The
stakeholders are government authorities seeking to enforce regulations and
traders and operators who need to comply and who have a common interest
in providing the information in an optimised manner (a single format for all
recipients).

This implies that these hot spots are excellent starting points for information

optimisation initiatives that can act as stepping stones leading to end to end
chains.
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Academic research on competitive advantage has brought to the foreground the
need to focus on ‘barriers to entry’. There is an inherent inertia that is formed by
existing coalitions and partnerships in the industry, creating barriers that need to
be broken if new value propositions associated with new business models are to
gain acceptance. Introducing the information provisioning initiatives around the two
identified hot spots therefore needs to explicitly observe and address barriers that
exist. Examples of such barriers include:

e Changes in trade patterns requiring new legislation, e.g. the current legal
requirement to submit a declaration per transaction makes it difficult to
introduce advantages for trusted operators (see insert).

e Acceptance of IT solutions requires increased maturity of participants: e.g.
until recently government agencies developed regulation-focused systems that
consider a supply chain as made up of discrete segments.

e Acceptance of business solutions requires viable value propositions, e.g.
providing an end to end supply chain needs a business case that is attractive
for all parties in the chain.

¢ (Cost effective integration requires standardisation of information exchanges: e.g
considerable differences still exist between the information of the involved parties
(such as customs administrations) across the key geographies in the world.

An example of legislation that provides an obstacle

Under EU customs legislations, traders are required to submit declarations per
transaction (with some exceptions, mainly related to local clearance). This is an
obstacle for developing new trading patterns.

According to the 80/20 rule, roughly 20 percent of the trading parties account for 80
percent of the cargo in international supply chains, and roughly 80 percent of trading
companies are law-abiding entities. Combine this assumption with the understanding
that cargo movements have increased so much that 100 percent control is neither
feasible (in terms of human resources of customs) nor desirable (as it causes
extensive delays in the movement of goods and thus in supply chain operations), and
the obvious conclusion is that customs should allow for two different types of trading
procedures:
e A “green lane” for trusted traders, i.e. those that have proved to be in control of
their operations, and are subject to regular audits;
* a “red lane” for other traders.
The “green lane” can be realised by extensive information sharing — instead of
transaction-based control — as presented in the scenario above. The benefits of
this scenario have been demonstrated by the ITAIDE project and serve as a call
for the EU: change customs regulations to allow for smart supply chains based
on information sharing among trading parties and between trading parties and
government.
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Taking down these barriers will require the concerted action of stakeholders
throughout the industry, one of them being EVO.

Root causes of complexity

In this section we will look at the root causes of the complexity. Supply chains bring
together different communities with world views that have developed independently.
Traders have developed their view on the supply chains from the perspective of
managing goods in their factories. Logistics operators have developed their view of
the supply chain from managing their fleet and storage facilities, and government
agencies have developed their view from the perspective of obligations under
specific regulations.

As a result, the business and IT solutions used by these communities have also
developed separately. This is most visibly demonstrated by the information
standards that are the cornerstone for integration between participants in

a community. These standards differ for each community and even within a
community across geographies. The standard developed for storing supply

chain events (EPCIS) and exchanging supply chain messages (UN/CEFACT)

was developed from the perspective of traders and operators, and differs from

the standard developed by the World Customs Organisation (WCO) for storing
information on goods movement. And these WCO standards in turn differ from the
data modelling and messaging conventions that were developed by the Multi Annual
Strategic Program (MASP) that the European Union is running to bring the individual
Member State Agencies for Customs to closer cooperation.

Changing these standards will need to be driven by concerted initiatives around the
globe from each of these three spheres. Initiatives for this are in progress, both
driven by the industry providing solutions (such as IBM) and by trade organisations
(such as WCO). In May 2006, for example, UN/CEFACT and WCO agreed to
collaborate on the development of a Cross-Border Reference Data Model (CBDRM,
see section 1.4.1.1), which combines the contents of the WCO Data Model and
the UNeDocs Data Model. The CBDRM forms the recommended interoperable
framework for Single Window implementation worldwide. The Single Window
concept will be discussed in the next section.

Solution initiatives

In this section we will discuss the successful solution initiatives that are emerging
today that address the required industry integration. These solution initiatives are
aimed at the need for optimising the information exchanges between parties at the
two hot spots identified earlier: at goods movement hubs such as harbours and
airports, and at border crossings where government agencies are involved. Two
types of solutions are being inserted into these hot spots: information management
between participants and goods tagging.
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Information management solutions take two forms: repository-centric or

coordination-centric.

¢ Repository-centric solutions develop around a shared repository of information
(similar to the ITAIDE repository). Participants can add information and
subscribe to information. These types of implementations are the base for so
called Single Windows. A Single Window solution allows trader and operators to
add information to a central database in a single operation. The Window then
provides this information to the partners that require this. Implementations like
this are in progress at both types of hot spots.

¢ Coordination-centric solutions develop as a distributed solution in a community.
A good example of this is the European Union’s MASP programme. This uses
the existing network of customs agencies that exchange information on goods
movement between them. Whereas solutions like these today are used to
prevent fraud (e.g. for excise monitoring), in the future they could be used to
offer traders a single access point so that they can provide goods declarations
to the authority of their choice. The MASP program calls this the Single
European Access Points (SEAP).

Tagging solutions attach devices to goods packages and containers. Tags store
information and can actively (e.g. GPS-based) or passively (e.g RFID-based)
communicate attributes and locations of goods. Solutions like this can monitor
goods flows physically, for example in customs holding areas, which greatly
reduces the need for simultaneous electronic declarations. This ‘instrumentation’
of physical goods with electronic sensors combines the digital and physical
presences. It allows for a much ‘smarter’ world to develop as solutions can
respond directly to actual physical interactions and events.

Once established, solution initiatives like these can be used as a nucleus for growth
by attaching additional capabilities.

Conclusion

Supply chains rely on the cooperation of a large number of stakeholders including
traders, operators and government agencies. Since information in modern Western
supply chains has become mostly digital (paperless), and the business processes
that are at the core of the supply chain of individual parties have been optimised, the
information interactions across the supply chain in particular require improvement to
further facilitate trade and produce sustainable end to end networks.
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The value that end to end networks bring

The availability of end to end information across trade networks adds value for all the
parties involved.

Availability of information across the chain provides:

e improved ETA estimates (e.g. the estimated time of arrival at multimodal handover
points);

e historic shipment records: locations, users, incidents, handling parties, etc;

e realtime traceability of the shipment.

The availability of those data brings the following values:

e enhanced analysis of bottleneck locations;

e enhanced risk assessment;

e improved planning and optimised cost allocations;

e reduction of double work;

e reduction of paperwork;

e ability to make realtime changes in shipment routing;

e increased security: increased hit rates against terrorism, smuggling, theft, and
other crimes.

All these advantages can be translated directly into cost reductions and quality
improvements in both the Trade Community and the Government Departments
involved.

Today we are only seeing the start of these developments. We are still unaware of the
many future innovations this will trigger. The modus operandi in the world of logistics
is about to change beyond our imagination.

In this paper we have discussed the root problems as well as a number of methods
to bring improvements. The steps that are taken today target hot spots in the supply
chains. They bring real improvements and can act as stepping stones for further
optimisation.

As an industry we are on the right track. To deliver the value that comes with
sustainable end to end information flow (see insert), what is required is ongoing
cooperation between partners from different areas, intense focus on standardisation
efforts, and business efforts to provide solutions that target the needs of participants
at hot spots.
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ECL directs collaboration between shippers

Europ Cool Logistics (ECL), based in the Dutch town of Coevorden, plans to bundle the frozen
produce cargo from different shippers in order to create more efficient flows for inbound and
outbound goods. The company is even opening up its books for everyone to see where it gets
its profit margin from.

In the day-to-day business of logistics service providers the bundling of shipments from
different customers is wrought with problems. According to managing director Tjerk Roossien
of Europ Cool Logistics (ECL) this is all down to the way businesses operate. “Logistics
service providers don't like to open up their books to others,” he says.

ECL is now focusing on the frozen produce market. The service provider sees opportunities
in frozen food flows because they are much lower in volume. Roossien: “You can bundle the
shipments for the shops in a single truck. Imagine a town having four shops that are now
served by four different trucks delivering the same type of products. In our concept it can be
done with a single vehicle. We think it will enable retail organisations to shave 20 to 25 percent
off their logistics costs.”

The added benefit is that the concept means a large step on the route towards sustainable
logistics. “In a central warehouse with a couple of people picking orders you not only share
manpower, you also share the cost of the building and the power bill.”

ECL has already found one chain of supermarkets willing to join the bundling initiative. “We are

now looking for ways to set up an open discussion with other retail organisations to see what
we might be able to do for them.”

(Abstract from EVO Logistiek no. 7, 2009)
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Summary of chapter 8

E-Logistics creates new possibilities for collaboration in the world of transport and
logistics. The Internet-based platform Transporeon enables shippers and carriers
to set up various collaboration schemes which result in significant cost savings and
reduction of CO, emissions.

Originally conceived as a computer program that used the Internet to simplify
and accelerate communications between shippers and transport companies on a
single company-to-company, one-to-one, and one-to-many basis, Transporeon has
developed into a platform offering solutions for groups of shippers and carriers,
thus multiplying the cost-saving aspects.

Groups of shippers now have a very easy means of sharing groups of carriers,
without any formalities or paperwork. This optimises logistics for both parties in a
measurable way. Vehicle efficiency is increased, empty runs are minimised as is the
total emission of CO,, and shipping costs are reduced significantly.



Collahoration and dynamic
dispatching

A web-based solution provider Peter Forster

The E-Logistics shippers platform Transporeon was founded in 2000 by (Managing Partner
three business studies graduates and a physicist. They designed a computer Transporeon)
program which significantly simplified and accelerated communications between Michel Haenen
manufacturers and transport companies. Users of the platform receive web- (Key Account Manager)

based solutions such as electronic transport assignment, time slot management,
shipment tracking etc. The system is generally recognised as an aid to reduce
harmful emissions and relieve the pressure on the road traffic infrastructure.

Based in Ulm, Southern Germany, Transporeon offers its services to some 300
international shippers (e.g. SCA, Rockwool, Nestle, InBev, Stora Enso, Lufthansa
Cargo) and more than 15,000 hauliers in Europe. We make the dynamic transport
market transparent. A freight order placement module gives a selected group

of transport companies simultaneous access to all freight orders which a
dispatcher is looking to place. Every haulier can bid for the orders which they can
carry out with the least number of empty kilometres. This leads to considerable
improvements in capacity utilisation across vehicle fleets in Europe. On an average
base the number of empty truck runs decreases by 13 percent. Significant cost
savings are achieved, and waiting times for loading and unloading are reduced.

Shippers and hauliers report significant savings. For example a German Freight
forwarder was able to save 40,000 km of empty journeys a year by using the
module - and that was with a relatively small fleet of just ten lorries. Another carrier
reports a reduction in empty running of 20 to 30 percent. An international shipper
in the automotive industry saved approximately 30,000 euro in administration costs
in the first six months of using the platform. The utilisation rate of trucks increased
to 95 percent.

Independent studies have shown that platforms like Transporeon bring

significant advantages to shippers and forwarders, particularly in the field of

fleet employment, by optimising the supply chain. Cost reductions could also be
achieved in other fields, for example by increasing communications efficiency and
reducing manpower requirements.

The introduction of road toll systems, like the LKW Maut for trucks in Germany

and the Congestion Charge in London, have stimulated shippers and forwarders

to look for ways to reduce the number of empty runs. Most of the forwarders can

charge the toll costs to the shippers, but that does not apply to empty kilometres.
This is an important incentive for road hauliers to join systems, and it can lead to a
decrease in empty runs.
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The LKW Maut toll system in Germany was introduced in 2004 and became

fully operational in 2006. As a result, the total of empty kilometres in Germany
decreased by more than 10 percent in the first year, and almost 9 percent in the
second year. During the same period Transporeon experienced a significant growth.

Strategic alliances

Logistic cooperation is a key motivator for Transporeon. As far back as 2002 we
noted that our customers experienced a significant amount of synergy within their
own group, i.e. collaboration between their own operations. One of our largest
customers, for example, used to operate in a very decentralised manner. They had
a number of separate branches that acted as single shippers within the company
group. They realised that through Transporeon they could create a single pool of
carriers with a single pool of trucks distributed all over Germany. This increased the
possibilities for backloads, significantly reducing the number of empty kilometres.

In the decentralised, local way of working, without the collaboration between
branches, only some 10 percent of the transports could be assigned as backloads.
This initially increased to 40 percent. At this point the idea of strategic alliances was
born. The company had only about fifteen branches in the country, and there were
many white spots on the map not covered by any branches. But within those company
white spots existed many other shippers with the possibility of offering backloads.

That was the start of an initiative to contact other shippers within the network.
Transporeon asked them whether they would be willing and able to cooperate with
other shippers. One of them, an international shipper in the automotive industry,
has production plants in different regions of Germany where the other company did
not have any operations, but did have customers. These two shippers were able

to collaborate very easily and exchange a number of carriers that would typically
travel into the other’s region, thus giving them access to each other’s shipping
pool. This gives the carriers an easy means of optimising operations by finding
backloads, with a reduction of empty kilometres as a result.

One party would ask for the names of five or ten carriers in a region where he had
few or no branches, and offer the other party five or ten carriers which typically
operated in an area where that party operated. These carriers were given access
to the other shipper’s cargo pool. The shippers themselves do not look into each
other’s pool, it is the carriers who have access.

Integration of the carriers into this collaboration between shippers results in a
much higher leverage. They know best where their trucks are, and which loads and
destinations fit these trucks best on a daily basis. The world of logistics is a very
dynamic market, and if a carrier were to have a fixed contract with a single shipper,
he would not be able to guarantee that there would always be a truck available in
the region. But a dynamic way of dispatching on a daily basis can offer the right
match of load and truck.
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Another example is an international producer of building materials with some 110
carriers who together operate about 4,500 vehicles. Through the system the
company makes the loads (approximately 200 per day) available to these carriers.
This collaboration scheme creates the right interaction between these loads and
the highly dynamic capacities of the carriers. This is what made it possible to
increase the average of 10 percent backloads to 40 percent backloads. The basic
idea is to establish a match between loads and trucks. This is what brought the
environmental aspect of sustainability into the collaboration.

This example proves how easily collaboration can be realised without any
complications, without endless formal CEO meetings, and without creating endless
red tape before any action can be taken. It is a very practical and direct way of
collaboration, and it is based on creating transparency without sharing confidential
information between shippers.

A network of specialists

Transporeon contributes to the collaboration in the logistic sector in two different
ways. In the first place there is the technology. The company offers the facilities to
create the tools for meeting the needs of shippers and carriers alike. The second
part is Transporeon’s philosophy that the company is there to connect logistics.
That was the idea from the very beginning. This is done not only by offering
technology, but also by creating networks between logistics parties. Transporeon
expands the network of the logistic decision-makers in order to stimulate
collaboration and exchange best practices. In the early days of the company this
was done though personal contacts. Opportunities were created to meet and get to
know one another.

In a next step forward, Transporeon created e-logistics networking, a European
event for our customers and business contacts over all Europe, all highly specialist
decision-makers working for shippers, and all of them facing serious logistics
challenges. They meet annually for two days, and during this event they have the
opportunity to exchange ideas and initiate collaboration. The network started with
only seventy participants in 2004 and by now it has more than doubled to include
some 150 logistics managers. The event is generally acknowledged as the place
to be for supply chain managers. One participant indicated that the event is very
different from typical logistics conferences in Germany, which tend to be visited
by up to 2,500 people working in transport and logistics. It is very hard to find
the right new people in such a crowd. If you have the challenge of organising
logistics for up to hundreds of vehicles a day and you would like to find a highly
concentrated group of people facing the same challenges, your chances of
success will be much improved in the Transporeon network.

The need for structural optimisation
The idea of connecting shippers and their carriers was the reason for the
foundation of Transporeon, but the effects of the collaboration appear to be
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more far-reaching than originally estimated in the business plans. This is why the
company decided to focus on the aspects of collaboration. Several groups of
shippers now share their carriers. The added value of the system is demonstrated
by the fact that they would already profit from a certain degree of synergy if they
simply shared carriers within their own group of companies. Transporeon typically
is a next step up, which is triggered by external factors such as shortage of
capacity in the haulier market, or the wish to reduce CO, emissions. The reason
for this is that some shippers are unwilling or unable to collaborate with other
companies. Not so very long ago, the group of carriers a logistics manager would
work with was a closely guarded secret. A highly qualified group of LSP's was
considered one of the company’s biggest assets, and shippers would refuse to
share such information. However, new demands such as reduced CO, emissions
and fewer empty kilometres, in a market where the margins for the carriers have
already been eroded, mean that shippers are having to look for new ways to
optimise. This is where structural optimisation comes in, for example by changing
work methods or by adopting dynamic dispatching. This need is triggered by
external factors.

Obtaining backloads is very beneficial to carriers. These service providers are
induced to work for more shippers by the prospect of reducing the number of
empty kilometres. Of course they already used to do this in the past, but the
platform adds dynamic dispatching, enabling the carrier to see that a certain load
at a certain location is the best option for a truck. As a result there are many
carriers who are eager to join the carrier groups of certain shippers. It would
increase their potential for backloads. They are active on the Transporeon website,
looking for new shippers. The important quality aspect for the carriers is that they
are able to tell their clients that they work with the Transporeon platform. This
adds to their image. Branch leaders are always the innovative ones. They have
good-quality management. The logical conclusion is that a carrier who is part of the
network of one of these big shippers must have a certain quality level.

The first shippers that made use of the Transporeon platform typically were the
larger ones, but gradually smaller companies are being added, including shippers
offering ten shipments a day rather than hundreds. There is, however, a limit to
this. A shipper offering a single shipment a day to a local carrier would not profit
from a platform like this. On the other hand, if a large number of shipments from
smaller operators were to be combined into a single pool, a positive effect could
be achieved. All it takes is someone to coordinate the pool. It can be done, it just
hasn't been done yet.
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UnitNet matches supply and demand

A central, neutral party that matches goods flows and transport modes with each other,
that is the general concept of UnitNet. The initiative, in which hauliers VERN and KNV, the
Ridderhaven inland terminal, EVO, the Inland Shipping Office, Buck Consultants, and Randstad
Goods Traffic (Govera) are the participants, goes one step beyond the usual practice in
transport and logistics.

The idea behind UnitNet is to put a central director at the disposal of transport nodes. Carriers
and shippers report their transport capacity and requirements, and the director matches them
to get the most efficient result. He does so without any preference for transport modes, but
simply selects the most suitable channel for each cargo flow.

General director Dick van den Broek Humphreij of EVO: “Say we have a trucker in the east
of the country with a dozen of customers. He gets a load to deliver across the country in
Rotterdam, but he doesn't get a full load for the return journey. The director will then look
at the shipments being offered by other customers, and with a bit of luck our trucker can
do the home leg with a full truckload.” He concedes that it's “not all that simple”. After all,
companies are asked to surrender some of their power of decision, which means part of
their independence. Shippers and carriers must also be prepared to part with some of their
business information. According to Van den Broek Humphreij it's up to the central director to
handle these issues with tact and so establish an atmosphere of trust.

An important champion of UnitNet is Klaas de Waardt, chairman of the Dutch organisation
of selfemployed truckers, VERN. In 2000 he was a member of a committee that was asked
to see how the transport and logistics industry could secure its survival. He says that it is
inevitable that companies will start looking across their own borders in the future. “Right at this
moment it is not an issue, but the shortage of truck drivers will strike again. Shippers must be
aware that a growing economy will result in a shortage of transport. There comes a day when
it is simply no longer possible to do everything on your own.”

(Abstract from EVO Logistiek no. 4, 2009)
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Summary of Chapter 9

All the media commotion about different climate scenarios has helped businesses
realise that from being a typical environmental activist issue, sustainability has
become a subject in which we all share responsibility. The logistics industry is no
exception.

Each day sees more publications appear about companies introducing sustainability
innovations and generally trying to be sustainable in any way they can. The problem
is that simple cost savings are too often promoted as sustainability. Motives other
than the purely financial are often difficult to sell when implementing sustainable
developments. This article takes a closer look at these motives.

Any structural improvement in sustainability will have to be preceded by a baseline
measurement. The question is how to measure sustainability. What is the right
label to use for sustainability? How can the best ideas for sustainable solutions be
implemented from the point of view of the people within an organisation? How can
you do so in a way that creates and makes the most of company-wide support
rather than imposing a view from the top down?

The Rensa company, which is based in the Dutch town of Didam and specialises

in heating and ventilation products, wanted to know how it could improve the
sustainability of its logistics and reduce its impact on the environment. With the
help of Arnhem and Nijmegen College (Hogeschool Arnhem en Nijmegen, HAN)
and EVO, a study was launched to find practical starting points which the company
could use to get to grips with sustainability.



Sustainability at an equipment
wholesaler’s

Sustainability is a subject that increasingly crops up in professional publications Vincent van Marwijk,
for the logistics industry. Views on the subject vary and generally highlight such logistics department,
aspects as the opportunities for saving fuel, improvements in human resources Rensa

management, and changes in purchasing policies. This article discusses how
a sustainable business policy can be implemented by a wholesaler of technical
equipment operating on a national scale whose motives aren’t exclusively financial.

Environmental issues

One of the best-known agreements on sustainability must be the Kyoto protocol.
The purpose of this treaty, which was signed in Japan in 1997, is to bring about a
reduction in the emission of greenhouse gases. A similar climate conference was
held In Copenhagen in 2009, with the same objective of creating a sustainable
world and reducing greenhouse gas emissions.

The days when sustainability was a buzzword heard only in circles of environmental
activists are a long way behind us. Numerous publications on subjects such as
global warming have demonstrated the link between the emissions caused by
ourselves, the inhabitants of this planet Earth, and the general rise in temperature.
Businesses, governments, and private individuals alike are starting to get the
message, which is that sustainability concerns us all. Films like Earth (based on
the BBC documentary series Planet Earth) show all kinds of fascinating images of
our planet. Known perhaps even better is An Inconvenient Truth by Al Gore. This
much talked-of production has forced industries, administrations, and households
to finally face the facts. Many people have drawn inspiration from this film and

it is said that it provided the proverbial prod in the back that caused many big
multinationals and governments to take a closer look at sustainability.

On the other hand, the film was also criticised as presenting views not based on
facts and exaggerating a number of issues. The Royal Netherlands Meteorological
Institute stated however that the general drift of the film was in agreement with the
climate scenarios it had calculated.

The IPCC, or Intergovernmental Panel on Climate Change, has set itself the task of
evaluating the risks presented by climate changes. Rather than conducting its own
research, it evaluates the results of existing research on climate change. The IPCC
has also come in for a great deal of criticism because many of its sources are said
to lack any scientific basis. Examples include the unfounded claim that the glaciers
in the Himalayas would have disappeared by 2035, and the fact that hearsay from

mountaineers and a student’s graduation paper were accepted as reliable proof for
the global warming theory.
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The Dutch government appears to be going for sustainability in a big way. Starting
this year, cars with very low CO, emission figures have been made exempt from
road tax. More useful to company car users is the very low income tax surcharge
for such cars. Compulsory energy labels have been introduced for houses too.

With the effects of global warming, the impending rise of sea levels has also
become an issue of global import. Since our country is hardly a stranger to the
danger of flooding (after all, we are known as the Low Countries), the Dutch
government has launched a number of initiatives to help counter this threat.

Sustainability at Rensa

Within the Rensa company too, sustainability is a subject that is increasingly being
discussed. Many large suppliers and customers have voiced their concerns, and a
number of large customers have been reported as taking a closer look at their own
sustainability.

Prompted by these developments, the logistics department of Rensa came up with
the idea of finding a way to apply sustainability to logistics. A proactive company
policy on the subject is considered important. With the help of Arnhem and
Nijmegen College a research project was set up to find an answer to the following
question:

To what extent and in what way can Rensa improve the sustainability of its logistics
(i.e. reduce its impact on the environment)?

An important secondary objective of the research effort is to create awareness
regarding sustainability within Rensa, and to provide practical starting points for the
company to pick up.

Reliability

The effect of being able to indicate exactly how sustainable Rensa'’s logistics
processes are will not be limited to its customers. Suppliers may also be
stimulated to subject their own sustainability to a critical review. Recently,
research by Eindhoven University of Technology on behalf of the INKA purchasing
organisation to investigate how innovation and sustainability could be used to
create value showed that sustainability is generally perceived to be synonymous
with reliability. !

L Ir. Kibbeling M, prof. dr. Weele A van (2009), Waarde creéren in de keten, Technische Universiteit Eindhoven.
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This principle works equally well for the company’s own employees, who will
interpret sustainability by looking upon Rensa as even more reliable. The ability to
provide a measure of Rensa’s sustainability would therefore result in a considerable
added value. Sustainability can also be a unique selling point. In addition to this
added value it is increasingly considered important for a company to do business in
a socially responsible manner.

Vehicle

Although terms like green thinking, social responsibility, and sustainability certainly
have a nice ring to them, they nevertheless remain abstract concepts, as abstract
as ‘white’. A standard sheet of office paper is white, and so is snow, but no two
whites look the same. And so it is for sustainability. Practically every commercial
textbook these days offers a chapter on sustainability and how to apply it to

fields such as human resources and purchasing. It would seem that anything and
everything can now be called sustainable.

Sustainability is too often mentioned in the same breath as cost reductions. It
would appear that many businesses use it as a vehicle to pass off cost cutting as a
novel concept, even though the operation itself has little to do with any underlying
desire for achieving sustainability. It can be very hard to make choices that
transcend purely economical considerations.

The use of such non-financial performance indicators comes with both benefits ‘The use of
and drawbacks. Aaron Chatterji and David Levine in their research report, Breaking non-financial
down the wall of codes, describe the pros and cons of using performance perfurmance

. B,
indicators that are not based on financial criteria. indicators comes
The use of non-economy-related performance indicators often fits in better with an with both benefits
organisation'’s long-term strategy, whereas monetary indicators are more commonly AN drawhacks’
used in annual reports and objectives for the short and medium term. One

drawback of non-monetary indicators is that they seldom are of the same nature.

Using a variety of standards makes it difficult to make comparisons. This is easier

to do with financial data. Moreover, the use of financial criteria is more common

and has gained wide acceptance.

Chatteriji and Levine also investigated ways to minimise the drawbacks of non-
monetary performance indicators. First of all, the indicator has to be understood
and accepted within the organisation. Also, the importance of the measurements
for the organisation’s primary objectives must be clear. Finally, the importance
must be explicitly included in the report.

2 Aaron Chatterji and David Levine, ‘Breaking down the wall of codes, Evaluating Non-Financial Performance

Measurement’, California Management Review, Vol. 48, No. 2, Winter 2006.
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Clearly, cost cutting is not the right vehicle for achieving acceptance of
sustainability as a concept. Many people have spent energy on looking for a

more tangible definition of sustainability. Harlem Brundtland in 1987 proposed

the following definition: “Sustainability is meeting the needs of the present without
compromising the ability of future generations to meet their own needs”. As a
definition, it rings true as a bell; the only problem is that it doesn't give us much to
measure. 3

Measurahility

There are many ways to measure sustainability. One widely available standard is
the Greenhouse Gas Protocol, which was formulated with the help of the World
Business Council for Sustainable Development (WBCSD). The standard provides a
basis for many different methods of calculation, and is in use by such institutes as
the United Nations. The ISO 14001 standard and less wide-ranging initiatives such
as the Lean and Green Award and the Emission Scan Logistics are based on it.

The factor that is often being measured when sustainability is involved is the
emission of CO,. As mentioned previously, even the government uses this emission
figure, e.g. to support the taxation of motor vehicles. It is a figure that will see

its use increasing. However, in addition to CO, other emission measurements are
gaining popularity when sustainability needs to be assessed in some way, e.g. NO,,
the generic name for harmful nitrogen oxides.

The Greenhouse Gas Protocol distinguishes emissions according to their origins, as
follows:

e Scope 1 covers direct emissions by the organisation being assessed, i.e. any
emissions being generated by its property.

e Scope 2 covers the indirect emissions caused by power and heat purchased by
the business, or by the production of fossil fuels it has purchased.

e Scope 3 covers the indirect emission caused by the production of the resources
in use by the organisation being assessed. These include resources outsourced
to other organisations.

As mentioned before, there is an ISO standard covering sustainability, ISO 14001.
This standard has a lot in common with the ISO 9001 standard for which Rensa
has already achieved certification. The difference is that is specifically addresses
sustainability and environmental aspects. The regular internal audits test the
process, and ensure that employees become actively involved in sustainability.
Rather than being a reduction strategy, it is an environmental management system

3 In Our Common Future, World Commission on Environment and Development (WCED, chaired by the then

prime minister of Norway, Gro Harlem Brundtland.), 1987.
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that applies to the entire organisation. ISO certification also brings with it the
obligation to accept regular audits by an external party. In fact, the initial introduction
of ISO 14001 should involve an external party. This means that additional costs are
unavoidable. In the current state of the economy in particular, this could be a deciding
factor whenever an organisation wants to consider ISO certification.

Generally speaking ISO offers little flexibility, since it lays down a multitude of
regulations and standards that must be observed. The danger of this approach is
that it can rapidly lead to a rejection of the concept of sustainability, since it is so
tightly linked with procedures. This could mean that any innovative ideas from within
the organisation itself would not be utilised to their full extent.

In addition to ISO 14001 (environmental management and sustainability) we

have the ISO 26000 standard. This standard focuses on socially responsible
entrepreneurship, which gives it a wider scope than ISO 14001. Many businesses
consider ISO 26000 to be the logical step after ISO 14001. It widens the range
from an environmental management point of view and allows the aspect of social
responsibility to be included in the equation. ISO 26000 is not so well-known as ISO
14001 and is used mainly by businesses with a considerable environmental impact.

There is also the Lean and Green initiative developed by Connekt, in which EVO
played a major part. Lean and Green was developed specifically for the logistics
industry, and features an extensive toolbox that includes an emission scan. This
offers great advantages in that the measuring methods have been standardised.
Lean and Green does not specify how businesses should achieve a reduction, but
proposes a strategy resulting in 20 percent reduction by 2012.

Having leeway to decide how to achieve a reduction in CO, emissions has the major
advantage that creative and innovative proposals from Rensa’s own employees can
be utilised to full effect. Considering the point of view of Rensa’s logistics team this
strategy would suit the company well. Another advantage lies in the fact that Lean
and Green is completely free. All it takes is a little time to decide on a commitment
and make a decision how to bring about the proposed reduction. Preparing a
reduction strategy also takes time, and external audits will be need to be arranged.
As soon as Rensa decides to join the Lean and Green Award scheme, this can be
advertised through various media, including the company’s vehicles and website.
Major businesses such as retailer V&D, logistic service provider Van Gansewinkel,
and food company Heinz are already leading the field.

The differences between ISO and Lean and Green lie mainly in the fact that 1ISO
focuses on methods that follow an integrated, company-wide environmental
management system, whereas Lean and Green is aimed primarily at achieving a
strategy that will reduce CO, emissions by 20 percent in 2012. ISO offers little

in the way of flexibility and limits the room for innovative ideas, but it does offer

a wider scope. Lean and Green is more specifically aimed at logistics and leaves
more latitude for creative ideas.

As this article went to press, Rensa had yet to make up its mind. One option would
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‘The important
thing is to make
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supported hy the
people who will be
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be to start by going the Lean and Green way. If this is done in a manner that also
takes the ISO system into account, the next step could be to go for ISO 14001
certification once Rensa has familiarised itself with the concept of sustainability.

Vision

Vision is said to be the solution for turning sustainability into a workable concept
within a business, but what does it mean? Vision has been described as a form of
perception. As mentioned before, it is important that sustainability be considered
in combination with plans for the future and an organisation’s long-term strategy.
On the other hand, to simply say that vision offers the solution would be merely
another woolly statement. If sustainability still is an abstract concept to most
people, vision is so even more.

Of course the personal interpretation of a company’s upper management remains
important, but it takes more to actually work on sustainability in a constructive
manner. Everything starts with a clearly defined long-term plan, but vision alone will
not be enough. Vision, however, is needed for orientation.

The important thing is not just to introduce sustainability from the top down by
means of a company strategy and a matching vision, but rather to make sure it is
actively supported by the people who will be working with it on a daily basis. It is
essential to approach sustainability on a process basis. Sustainability needs to be
widely supported; people need to believe in its importance and they need to be
willing to make an effort for it. Whenever something is to be measured, nobody
must be left in any doubt as to what is being measured, as was made clear by the
report on creating value with sustainability mentioned earlier.

Sustainable ideas

Following a interview-based survey that included the staff of the Rensa logistics
team, it became evident that there are ideas aplenty for improving sustainability
at Rensa. However, because no fixed standard is being applied, the ideas are
haphazard and lack a common basis.

During the analysis stage the ideas were bundled and used as feedback to the
people involved, so everyone would know what other people had in mind. This can
provide a starting point for a centralised approach to sustainability.

Once it becomes clear which of the previously outlined methods of measuring
sustainability fits the Rensa situation, a basis for the reduction strategy will have
been created. This will allow sustainability to be tackled in a structured manner
from within the process itself. The fact that the ideas have been submitted by
employees will facilitate their eventual implementation.
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Opportunities for collaboration

Although this approach may at first appear to be an internal affair, many of

the ideas include collaboration down the chain. One example of this is the way
suppliers are vetted. In the current system, sustainability is not a point under
consideration. A slight change to the scoring system for logistics performance,
with the addition of a sustainability score, will allow a supplier's sustainability to be
assessed. The scoring system could consider such issues as types of packaging,
frequency and method of delivery, and any strategy implemented by the supplier to
run his business in a sustainable manner.

For Rensa this will not be an easy ride all down the line. For example, it will be hard
to convince boiler manufacturers to change their packaging just because Rensa
would like them to. However, the arguments that both sides would benefit and that
the result would be a socially responsible enterprise, might just tip the balance in
favour of converting the entire chain.

On the customer side too, an example of sustainable collaboration can be given. If
Rensa'’s customers can be persuaded to be more flexible with regard to schedules
(insofar as these are not imposed by local authorities), more efficient routes can be
planned. This will result in a direct reduction of distances travelled, and therefore of
fuel consumption. It will also allow vehicles to be loaded more efficiently, reducing
the amount of capacity wasted. It goes without saying that this too is a further step
on the road to improved sustainability in the logistics chain.
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Summary of Chapter 10

The logistics market is experiencing changes that are caused by the global crisis
as well as by today’s demands for sustainability. Is the market ready for green
supply chains, and can property be part of a green contract? How should a
sustainable network be created? Will the market provide the opportunity to think in
terms of flexible networks or are we to remain obsessed with the book value of a
property’s cash flow?

The supply chain world is rapidly changing. Within the course of a year, what was
once a commercial hotspot can become a second-rate location as the market's
centre of gravity moves away. The crisis has made it clear that current forecasting
models are incapable of handling such major shifts in customers’ spending
patterns. New strategies are urgently needed.

Not so long ago, good supply chain network design was considered a very efficient
cost-cutting tool. These days it is used to promote the green image of companies.
It has become a very effective way of reducing supply chain emissions. The
logistics real estate market is also focusing on green initiatives. A new trend in this
respect is green certification of buildings.

The market has already shown that green initiatives are more profitable when large
investment funds move towards green investments and yields improve. Large
contracts will be the first steps toward sustainable supply chain networks, as
logistics real estate represents solid centres of gravity in the supply chain. Until
now their flexibility has been limited, but the unpredictability of customer spending
patterns will force businesses to think in terms of new business models.



Towards a sustainable logistics real
estate market

At the crossroads Erik van Wunnik is
Why do people always have to do things the hard way? Is it that we like a challenge, Logistic Real Estate
or are we simply focused on short-term benefits? The world offers a number of Consultant

freely available energy sources that represent so much power that the world’s
population could double in size. Nevertheless, humanity has chosen to use energy
sources that need to be extracted from deep inside the Earth, and then they have
to be processed before they can be used to provide energy. Throughout history,
the development of energy sources has been a hit-and-miss process. Mineral oil for
example used to be sold cheaply as a lighting product for decades before it finally
became the world’s premier source of energy.

We still really have no idea about the sources of energy that still exist, let alone
which of them will become important in the future. A great example of how the
direction of human innovation can change can be found in the development of the
internal combustion engine and the growth of commercial aviation. Together they
brought us growth, but they also brought problems and uncertainty. We now see
that the problems with our energy supply are reaching the point where we need to
find solutions by creating a new path to new energy sources. Better still, we should
try to use less energy to sustain our way of life. We should live greener.

The Global Crisis

The logistics real estate market is currently experiencing hard times as a result

of the global crisis. Some years ago the financial markets felt that this market
was a safe place for pension funds, so they decided to enter this niche market.
This decision worked out very well for the users as rent levels stabilised. Also,
developers could realise higher profits due to yield compression following the
higher demand for new investments. The feeling of the financial market was
confirmed by this positive trend, and more money was targeted at these activities.
However, the market overheated almost immediately due to the large volumes

of new money and the lack of experience of the newcomers. Their investment
strategy involved a very basic real estate principle, that investing in a good location
is always profitable. This may be a very stable indicator for investing in real estate,
but for the logistics real estate market it is an unstable factor.

Of course, it is important to have a location which can accommodate tri-modal
solutions for customers, and a good infrastructure is also essential, but the supply
chain world is changing so rapidly that within the course of a year, what was once
a commercial hotspot can become a second-rate location as the market's centre
of gravity moves away. The cost of inbound traffic may still be favourable as the
hotspot location is based on the inbound traffic facilities, but the cost of transport
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to the customer will rise and it will become impossible to achieve the optimum
supply chain network.

Large supply chain networks are supposed to be designed to be flexible to change
with the trend, and central distribution centres and regional distribution centres are
located as close as possible to the centre of activity. Even so, they may still encounter
problems due to geographical differences in the customer base, if the activity study

is based on incorrect forecasts. With the financial crisis it has become clear that

the forecast models are no longer sufficient to handle such large shifts in spending
patterns, and so we need to look at new strategies to handle these problems.

Normally an organisation can improve its flexibility by changing its supply chain
strategy and trying to increase its buffer, but in the end it appears to be a problem
of the whole industry. We are currently having to deal with initiatives to improve
sustainability and with very fast-changing consumer spending patterns. So how
should we go about creating a sustainable network for the future?

Mounting problems

Companies with a network that includes the entire European customer base will use
their forecasting models to analyse the inbound and outbound traffic in order to
find suitable locations for their distribution model. These analyses are based on the
combination of inbound and outbound volumes and the working capital within the
supply chain. The strategies for these three main elements are all very different and
it is therefore not easy to incorporate them into a single overall strategy.

However, the growth of the past ten years has caused this diversity to be
overlooked, so many companies have chosen an overall growth strategy for their
real estate. This strategy was also followed by the investors and developers of
logistics real estate. They started to buy empty warehouses and developed a lot
of warehouses on speculation in central locations throughout Europe. Their idea
was that this new offering of warehouses would be easily filled within a single
year, with contracts lasting at least five years. Lately we are seeing a lot of empty
warehouses in the logistics hotspots due to the failing economy. Have these
hotspots outlived themselves?

To find an answer to this question we need to look at the three main factors that
decide what strategy to adopt for locations within a network.

Inbound traffic

Inbound transportation is a very stable factor in the supply chain, because the
number of stock-keeping units per shipment tends to be less than for outbound
shipments, and because they can be easily managed through direct shipments
from the supplier to the location. The biggest challenge lies in keeping the iron
inventory at the right level, in finding the most efficient transport to minimise costs,
and in having a better green strategy for the supply chain.
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It is therefore very useful if river barges or a very good road infrastructure can

be used to get from suppliers to the location. If we look at the European top ten
hotspot locations, they all offer these features. In other place too, municipalities
have decided to invest substantially in such infrastructures to attract new logistics
operations to their region. This trend will enable businesses to weigh the pros and
cons of more locations in Europe. The inbound traffic objectives can be achieved
by creating a Central Distribution Centre (CDC).

Outhound traffic

The biggest challenge for every supply chain anywhere in the world is its outbound
traffic. Everything depends on the geographical customer base, the number of
stock-keeping units, and the customer’s spending pattern. Companies spend a lot
of money to monitor and forecast these factors as they not only affect supply chain
decisions, but also determine the day-to-day running of the company. The global
crisis has made the network design of these outbound distribution models very
fragile, and it is very hard for companies to rely on these models and look three
years ahead.

At this moment it is also very difficult to predict what kind of impact green thinking
on the part of the customers will have on their behaviour. Will they be looking for
new markets, or will the customers merely focus on a product’s carbon footprint?
This will have a major impact on the future supply chain, but how do we make the
right decision at this point in time? Flexibility is needed when designing an outbound
strategy if it is to cope with rapidly changing demands.

Companies with very competitive customer service models will need to use
Regional Distribution Centres (RDC) to serve local markets. The total inbound
transport cost will have to be reduced by combining transport between the CDC
and the RDCs. Any market changes will first be felt at these RDC locations, since
they are closest to the market.

A quick way of achieving the required flexibility is to shorten the lease of the RDCs.
This ensures more flexibility in the future. The terms of the contract will also have
to be more flexible. If a company leases 20,000 m2 for a number of years, it will
try to get an option for scaling up or down its operation to suit the need of the
moment. Of course, companies owning real estate will not be very eager to offer
such an option, since their primary concern is to create a stable cash flow for their
investors.

Even so, it could start with large companies using larger CDC-RDC networks. They
could look at the total number of square metres leased from a company, and work
out a flexible European lease contract. It will give the supply chain flexibility on a
national level so costs can be kept in line with demand, while at a European level
the highs and lows in demand can more easily be managed. If human resources
and the use of internal equipment are factored into this new model for outbound
traffic, even more options become available.
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Working capital

When the crisis struck, many companies decided to decrease their working capital
in the supply chain. There was an urgent need to generate cash, and an easy way
to do so was by lowering inventories at all levels of the supply chain. In doing so,
these companies created an opportunity for themselves to get an impression of
how the network would function if inventory levels were kept very low. Would it

be possible to reduce the warehouse space in the supply chain, or to have more
cross-dock centres?

This turned out to be an ideal starting point for a new logistics real estate strategy,
as building up the inventory back to the original levels would take longer than the
market would be willing to wait for. It is easy to lower the inventory to a level of 25
percent within three months as products near the end of their life cycle. Getting
the inventory levels back up to a previous level however, for example that of a year
earlier, would take at least nine months, as it would mean restarting production.
This resulted in businesses adopting a new strategy, and it is now up the real
estate market to adapt to these new times.

Now that we have looked at the three factors, we can conclude that hotspots are
not outdated yet. Nevertheless, new times lie ahead, and companies will have to
refocus on the new developments in market demand. There have always been two
different kinds of hotspots: Central Distribution Centres and Regional Distribution
Centres. The main challenge the real estate market faces is to decide what each
centre could best be used for. These buildings don't differ much in value, as the
value always depends on supply and demand. The actual difference will be in future
lease terms. Will the market give us the opportunity to think in terms of flexible
networks, or are we going back to looking at the book value and the cash flow of
the property?

The green mile

The present changes in the logistics market are caused not only by the current
slump in the economy, but also by the new green principles the world is embracing.
Climate protection is one of the most pressing global challenges we are facing
today. This is caused by the enormous increase over the past few years in the
emission of greenhouse gases, and carbon dioxide (CO,) in particular. Statistics
published by the International Energy Agency (IEA) reveal the major contribution of
emissions by logistics processes. In 2005, transport operations were responsible
for almost one third of all CO, emissions generated by the combustion of fossil
fuels in OECD countries.

In recent history good supply chain network design was seen as a very efficient
cost-cutting tool. These days it is used to promote the green image of companies.
This is a very effective way of reducing emissions from the supply chain. Many
companies are starting to invest in sustainable networks. The green way of thinking
has been widely adopted, and with the advent of Chief Sustainability Officers it has
even managed to penetrate as far as the Board Room. This means that the supply
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chain of these businesses will change in the near future to become greener than
ever before. The whole market is trying to keep the customers satisfied, even
though the customers haven't a clue where they would like their green ideas to take
them.

The logistics real estate market has also started to focus on green initiatives. They
first tried to make it clear that their buildings could feature all kinds of sustainable
solutions, and that this had in fact been established practice for some years. A new
trend is to obtain green certification for proposed buildings or for existing building
that are being upgraded. Clearly these new initiatives are encouraged by the users
of the buildings, as they are always having to pay for the extra green mile in a
contract.

There are currently two main environmental assessment systems in use by

the European market. The first is BREEAM (Building Research Establishment
Environmental Assessment Method), and the other is LEED (Leadership in Energy
and Environmental Design). Their main difference lies in the certification process.
BREEAM has trained assessors who base their assessment on credit criteria, and
report to the local BREEAM institute. This validates the assessment and issues
the certificate. LEED does not require any specific training. Instead it uses what
is known as an Accredited Professional (AP), whose role is to help gather the
evidence and advise the client. The evidence is then submitted to the US-GBC,
which conducts the assessment and issues the certificate.

A business may feel confused at the prospect of having to choose between
BREEAM and LEED, but there is no need to be. Both systems can happily co-exist
and each has its own niche areas and preferred countries. The schemes are even
starting to borrow each other’s ideas as they develop. Since we are still in the early
stages of new trends, this is a good thing, but large investors will want to know
what the effect of these certificates will be on the book value of their products. It
appears as if the BREEAM certificate is set to become the preferred method, as it
has been adopted by the major logistics countries in Europe. On the other hand it is
important to have a global certificate suitable for use throughout the logistics real
estate market, otherwise the next five years may not see any changes at all.

This creates a new problem, which is how to revaluate real estate in these new
times. Clearly the current devaluations are based on today’s market figures, and
refer to market deals that are now being concluded. Will we keep on growing at the
same rate, never reaching the old levels for another decade, or will the new market
trends determine the value of logistics real estate in the future?

The market has already shown that green initiatives are more profitable, because
large investment funds are moving towards green investments and are willing to
pay out the improved yields. Is the market also ready for green supply chains in
which property can be part of a green contract, for example a European contract
allowing flexible use of the property? Such a new contract will only be possible if
the investment market is willing to be more flexible with regard to the cash flow
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generated by these contracts. Fund managers will not find it easy to adapt their
strict contracts to the greener terms demanded by today’s world. In the end it
will be the users of the logistics real estate alone who have the power to change
things. They currently have the purchasing power to demand such contracts, and
this means that logistics real estate needs a new business model for the years to
come.

Future trends

The current market is very fragile because new developments are slow to hatch,
and any new deals are still being valued using current market figures. There are still
many empty square metres of new, high-quality warehouse units around Europe.

Of course, the owners of these properties are not happy, but eventually these
properties will all be filled, and new developments will start to emerge. These new
developments will increasingly be required to offer opportunities for value added
logistics and services as the final processing of the product moves increasingly
closer to the customer. Investors will adapt their views to the new warehouse
standard as almost every user will have these requirements. It will also mean that
leases will initially become longer, as the industry is not one to embrace change,
but flexibility can be achieved with larger contracts. These large contracts will be
the first steps on the path to sustainable supply chain networks. Logistics real
estate represents centres of garvity in the supply chain that in themselves are
inflexible. Nonetheless, the unpredictability of customer spending patterns will force
companies to think in new business models.

So what would a new supply chain look like for a company using the CDC-RDC
model? The main factor for deciding the location network strategy is the question
to what extent the working capital should be allowed to determine the supply chain.
In the old version of the lease contracts, companies needed to determine how
much iron inventory would be needed for every DC to provide the market with the
right customer service level. The duration of the lease would be based on this,

as occupancy levels are always very important to ensure a smooth operation. If
large European lease contracts were to allow operations to be scaling up or down
within the CDC-RDC network, this would mean that the supply chain design could
be based on a reduced iron inventory and a larger customer base. This makes it
easier to minimise the storage costs in relation to the financial costs of the working
capital.

The inbound side of the supply chain will undergo some minor changes in the near
future. For example, a large number of tri-modal infrastructural solutions have
been created to promote sustainable transport. Green incentives will result in

an increasing number of companies using these transport modes. It is therefore
important for investors to be present in these regions, since the new flexible
business model will have a major advantage for the choice of location for the CDC.
This choice will remain very stable if the outbound logistics strategy is based on a
flexible choice of location for the RDCs.
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At the RDC level it will not only become very important to be able to scale
operations up or down in terms of square metres. Flexibility will also be needed in
terms of human resources and equipment. This will make it possible to establish

a very sustainable way of working for the future, which in turn will mean a new
definition of flexible networks. The market is ready for new initiatives, but will we
decide to take the long road to victory, or is it to be short-term benefits once more?

EVO conference shows need for sustainable logistics

The motto of the recent EVO conference on sustainable logistics was Be smart... be green’ (‘Slim
groen... gewoon doen’). Although not simple to achieve in practice, it can be done. The subject matter
may be complicated, but doing nothing is not an option. This was made abundantly clear, if only by the
fact that political circles, and European political circles in particular, are working hard on it.

The European Union supports the internalisation of external costs, i.e. modes of transport should pay
for the damage to the environment they cause. These payments could be as much as eighty euro
cents per truck kilometre, EVO policy consultant Joost van Doesburg warned. Investing in the cleanest
technology today means saving money in the future, according to Van Doesburg.

Dick van den Broek Humphreij, the general director of EVO, remarked that governments should try
to minimise the negative effects of transport rather than try to restrict the growth of the transport
industry. After all, an increased in transport is inherent in the economic growth we all want to see. So,
cleaner technology and improved efficiency have become the credo of sustainable logistics.

The problem with sustainable logistics is that many businesses don't even know to what extent their
activities impact the environment. This is why EVO and Connekt jointly developed the emission scan,
which enables operators to measure their CO, emission.

A survey by PricewaterhouseCoopers shows that many companies pay lip service to environmental
concerns, but fail to do as they preach. The survey covered some fifty companies offering transport
by road, rail, air, and sea. All were asked about their environmental protection measures. Of the fifty
companies interviewed, only half turned out to have any environmental protection measures in place,
mostly in the form of cleaner vehicles and improved efficiency measures such as increased loading
percentages and better planning. Improved driving techniques to reduce fuel consumption were also
popular.

PricewaterhouseCoopers found that reputable businesses that have included sustainability in their
business strategy really do exist. There were also some examples on a smaller scale that raise
optimism. For example, a project supported by the environmental protection agency for the Rotterdam
region, DCMR Milieudienst Rijnmond, visited some thirty transport companies to see how they could
reduce their mileage and so cut back on the emission of environmentally harmful pollutants.

(Abstract from EVO Logistiek no. 1, 2010)
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Summary of chapter 11

The road to innovative enterprise is often full of obstacles. Besides the technical
pitfalls, there are also the difficulties in finding funding and opening markets for
innovative products. The problems apply equally to shippers and carriers promoting
sustainability.

The SUST-enable Forum was established to address the issues confronting such
businesses. The organisation offers an extensive network of experts who know
their way around a variety of subjects, as well as people looking for similarly
inclined partners to set up and implement projects. The forum is supported by a
large number of experts in matters technical, commercial, and financial.

The SUST-enable Forum network offers several good examples of innovations
that can result in sustainable logistics. An entirely new concept is embodied in the
‘Fluisterbus’ (Whisper Van) which can make quiet and clean inner-city distribution a
reality. The NONOX engine is a clean replacement for the diesel engine.

The SUST-Enable Forum is aimed primarily on businesses that would like to
implement innovative ideas. If the demand is there, we can support these
businesses with advice and assistance.



Fast and effective innovation through
collaboration

Innovation and sustainability Ludo van Oyen,
The challenges of sustainable economic, ecological, and social development offer committee member of
great business opportunities, but the introduction of sustainable products and the SUST-enable Forum

services on the market is going too slowly. Innovation for sustainability is tricky, in
particular for small and medium-sized businesses.

Innovations are often met with unnecessary resistance, making them hard to
implement. Innovative businesses often need to look for help because they get
bogged down or have problems raising funds. If these businesses are given the
opportunity to share their experiences and collaborate with others, much more can
be achieved.

The SUST-enable Forum is a platform for, by, and with entrepreneurs focusing on
sustainability to build up a flourishing business.

Barriers to innovative enterprise

Innovations often have to overcome considerable obstacles. The established
order, for example, tends to be unreceptive to changes, and will put up all kinds
of barriers. Businesses often find it hard to get access to potential investors

and loans. Government subsidisation schemes usually fail to work for small or
medium-sized businesses, as putting in a request for a subsidy often takes too
much time and money. This situation is compounded by the fact that sustainable
enterprise often requires a different earning model, with businesses first having to
turn themselves around and then having to persuade their customers. Then there is
the ever awkward phase of market introduction and acceptation. And of course, a
business doesn’t always have the right contacts to access the specific knowledge
required to develop and launch its new product.

Recent research and experience have shown that joining forces is a good way for
innovative small and medium-sized business to score results. Collaboration speeds
up innovation and makes it more effective. This is the concept that lies at the basis
of the SUST-enable Forum.

Innovative businesses deserve to be enabled by receiving practical support from
people with in-depth knowledge, substantial commercial experience, and extensive
network contacts. These enablers can help small and medium-sized businesses to
set up and implement commercial collaborations and to find funding.
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The organisation

The task of the enablers is to inspire, to initiate, to promote collaboration, and to
serve the client’s interests, and do all of these expertly. Enablers can also depend
on one another to ensure that the level of expertise is guaranteed and experiences
can be shared. They will be tapping into their networks to support the projects,
approaching potential market parties and financial institutions as well as the
authorities in their many guises.

The team of enablers currently consists of: Volker Aurich, Theo van Bellegem,
Martin de Bree, Dick Broekhuis, Hans Derksen, Henk Groeneveld, Piet de Groot,
Vibeke Helder, Jules Hercules, Boudewijn Klaversteijn, Yoram Krozer, Rover van
Mierlo, Wim Scheele, Ludo van Oyen, Ton van Rooijen, Hans Wapenaar, and Peter
Wesselius.

The forum is a non-profit foundation with a highly experienced and inspiring board
of trustees to serve as a sounding-board for the businesses and their enablers.
The day-to-day running of the team of enablers is the responsibility of the executive
committee, which consists of Henk Groeneveld, Ludo van Oyen, and Peter
Wesselius.

The board of trustees consists of Bart Nooteboom (professor of innovation at the
University of Tilburg, chairman), Gosse Boxhoorn (who runs a solar energy business
and is the founder of Solland Solar), Marko Hekkert (professor of sustainable
innovation at the University of Utrecht), and Ruud Koornstra (entrepreneur/investor,
Tendris). Bart Jan Krouwel (former director of Socially Responsible Enterprise at
Rabobank Netherlands) acts as consultant to the board of trustees.

The joint expertise of the team of enablers and the board of trustees includes:
¢ technology for sustainability, in-depth and on a broad front;

e market introduction, overcoming resistance;

o feasibility studies;

e cementing collaborations;

e setting up and implementing innovation processes;

e government policy;

¢ funding and subsidies;

e business plans, risk analyses.

Anything else that might be required can be sourced from a more extensive
network. The forum is there to deliver customised results to individual businesses,
but its greatest merit must be to inspire and initiate new joint initiatives that make
optimum use of various combinations of parties and expertise.

Enablers do their job primarily not for financial gain, but for the contribution they
can make together with their clients towards improving the sustainability of the
Netherlands as a whole. In the event that an enabler becomes involved in the
commercial roll-out of a business project, he becomes a commercial partner and
ceases to act as enabler.
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Subjects and special interests

The SUST-enable Forum pursues various generic and application-specific or technology-
specific themes. A number of these are discussed below, but the list is by no means
exhaustive, as the number of subjects and special interests is rapidly expanding.

With regard to funding and subsidisation, two types of support are provided. On

the one hand participants can be pointed in the direction of existing opportunities
regarding subsidies and tax incentives, in which case the level of business expertise
becomes a central issue. This is something that weighs particularly heavy during the
implementation phase. In addition there is the matching of clients with financiers,
green funds, banks, private equity, etc. In such cases the forum, with the expertise
of its members and the enablers, also become useful to financial institutions by
helping them to make the best choices.

The Forum also provides support on technology and marketing, with expert project
teams specially assembled according to the client’s specific requirements. To fill
the teams, SUST-enable draws on the pool of enablers and its external network,
looking for specific technical know-how and expertise in improving the chances of a
successful implementation of market introductions.

Cleaner and cheaper transport is an area of particular interest, involving cleaner
fuels, new engine types, and revolutionary drive systems. The aim is not just to
drastically reduce the emission of CO,, but also to suppress airborne soot and save
fuel, while at the same time reducing other types of emission at reduced cost.

An example of innovation in the field of transport that originated in the SUST-enable
network is the ‘Fluisterbus’ or Whisper Van, which has a wheel hub drive system and
carries its own electricity supply. Requiring only a third of the power of a standard
van, the Whisper Van makes no noise and does not smell. Such a vehicle could be
very important for supplying inner-city department stores and supermarkets. The
Whisper Van concept will be introduced on 3 July this year, at the start of the Tour
de France in Rotterdam.

Another example is the NONOX engine, which runs on natural gas today and will use
biogas in the future. The engine has low fuel consumption and offers much better
sustainability than diesel engines can.

The shipping industry will also have to become more sustainable. Today anything
left behind from the refining process is used to fuel ships. Transport by road is
becoming considerable cleaner, whereas ships’ engines still blast a lot of trouble
into the atmosphere. Changing this will not be a simple matter, but additives are one
option that may help to reduce the emission of NOx and fine dust.

Another player in the network is Crisscross Technologies, which is investigating the
application of additives and biodiesel in the transport industry. The use of recycled
frying fat as fuel forms an important contribution to making the transport industry
more sustainable.
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‘The focus is
always on practical
implementation
through
collaboration’

A plant for the large-scale production of biomethane is to be built near Delfzijl.
Methane will still be on tap from the natural gas network for some time to come,
but in the future it will also be produced by means of fermentation. Methane is
by far the easiest fuel to produce, unlike hydrogen for example. The latter can't
offer a solution for the future either, because the technology involved is far too
complicated.

Collaboration

To provide the best possible support to its members, the Forum collaborates
with parties that share its aims, including Rabobank Netherlands, Triodos

Bank, Ovium (specialists in designing financing solutions), Nederlandse Rubber
and Kunststofindustrie (the Dutch organisation for the rubber and synthetics
industry), MVO Netherlands (which helps businesses take advantage of the
opportunities offered by socially responsible enterprise), CIM (the Centre for
Innovation Management, whose objective is to further professionalise innovation
management in business and other institutes in order to improve the efficiency of
innovation in the Netherlands), and Panteia EIM (full-service policy research, policy
consultancy, and market research). Other activities include projects for a number
of municipalities to facilitate collaboration with innovative small and medium-sized
businesses focusing on improving sustainability.

The SUST-enable Forum is open to new participants with an interest in our methods
and themes, as well as those interested in setting up themes of themselves. The
focus is always on practical implementation through collaboration.

Any shipper or carrier looking for an answer to a question they have can contact
the Forum, and will be referred to an expert if possible, which depends on the
question of course. The SUST-enable Forum is entirely enterprise-focused, i.e.
focused on businesses willing to create opportunities, which means willing to take
the risks involved.
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Rewin, EVO, Syntens help optimise supply chain

Reducing the cost of logistics, improving the level of service, and at the same time reducing congestion
and CO, emissions. Practical experience has proved that it can be done. The magic ingredients are
bundling the goods flows from different shippers, and transparency. Regional developers Rewin West-
Brabant, EVO, and Syntens, together with other partners, are supporting businesses that are looking
for ways to optimise their supply chain through collaboration.

Many companies have already arranged their logistics processes to get the best results. The solution
lies outside a company’s own supply chain. Collaboration with other shippers, even with competitors,
can offer significant benefits.

Food company Hero and paper manufacturer SCA have been successfully working together for over
two years now, operating from a distribution centre at Hazeldonk, near the Dutch border with Belgium.
Joint arrangements with customers to simultaneously deliver Hero and SCA products have enabled
them to optimise their goods flows. The results of the operation include the reduction of the number
of truck journeys by 28 percent and the reduction of CO, emissions by 12 percent.

The example setby Hero and SCA deserves to be repeated, according to regional development company,
N.V. Rewin West-Brabant. Together with EVO, Syntens, Economic Impulse Zeeland (Economische
Impuls Zeeland), and the Brabant Development Company (Brabantse Ontwikkelingsmaatschappij) it
launched a project to persuade other businesses to bundle their goods flows. The first phase has just
been completed, Rewin’s logistics project manager Martin van der Broek reports, and it hasn't been
without success. Logistics service provider Mepavex and shippers Sabic, Nuplex, and Lamb Weston
were enticed to collaborate in the context of the temporary inland shipping terminal at Bergen op
Zoom. “By bundling their goods flows, they hope to prevent having to return empty containers that
arrived loaded,” Van der Broek says.

Rewin also brought the FloraHolland flower auction into contact with Treeport Zundert, a collaborative
of tree growers. Both were looking for ways to optimise transport flows for their customers. Although
this has not yet culminated in an official project, the two companies are now jointly exploring smarter
ways to process their logistics.

In the second phase of the project, Rewin, with the support of EVO and other parties, will be looking

for more shippers that might be interested.

(Abstract from EVO Logistiek 5, 2009)
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About EV0

EVO represents the interests of some 30,000 companies in the Netherlands
that transport goods for their own account or contract this out to a professional
transport company. They come from all sectors of industry, including wholesale,
retail, construction, agricultural and business services.

Our members are users of freight services across all modes of transport: deep
sea shipping, short sea shipping, air transport, road transport, rail and inland
waterways. They operate both within Europe and overseas.

EVO brings the views of member companies to the notice of political decision-
makers and public authorities not only at regional level, but also in the Hague and
Brussels. We also convey our own and our members’ views to carriers in all modes
of transport, both directly and through their organisations.

EVO is an international level member of European Shippers’ Council (ESC),
International Road Transport Union (IRU), Union of Industrial and Employers
Confederations in Europe, (UNICE) and the International Chamber of Commerce
(ICC).
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