
11

Sloan Industry Studies Annual MeetingSloan Industry Studies Annual Meeting
April 19April 19--21, 2004 21, 2004 –– Atlanta, GAAtlanta, GA

Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

Outsourcing & Offshoring:Outsourcing & Offshoring:
Transportation & LogisticsTransportation & Logistics

Chelsea C. White IIIChelsea C. White III
Trucking Industry ProgramTrucking Industry Program

Georgia TechGeorgia Tech



Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

Presentation ObjectivesPresentation Objectives

How  How  outsourcing outsourcing is affecting services is affecting services 
offered by  transportation & logistics offered by  transportation & logistics 
companiescompanies
How How offoff--shoringshoring is affecting, and is affected is affecting, and is affected 
by, the efficiency of transportation & by, the efficiency of transportation & 
logistics companieslogistics companies
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U.S. Spent $970 Billion on Logistics in 2001U.S. Spent $970 Billion on Logistics in 2001
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Total Logistics Expenditures  & GDPTotal Logistics Expenditures  & GDP
Percentage of GDPPercentage of GDP
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Supply Chain NetworkSupply Chain Network–– The ScopeThe Scope

Real Time Execution ProcessReal Time Execution Process
Product Flows to the rightProduct Flows to the right

CustomerCustomer
Alert Alert 

& Protection& Protection

ProductProduct
& Communication& Communication

SystemSystem
DevelopmentDevelopment

ManufactureManufactureManufactureSupplierSupplier ConsumersConsumersRetailersRetailersRetailersLogistics & Logistics & 
DistributionDistribution

Need capacity and incentives Need capacity and incentives 
all along the chain all along the chain 

Real Time Monitoring and Planning Real Time Monitoring and Planning --
Information now flows to the leftInformation now flows to the left
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Logistics is MultimodalLogistics is Multimodal



Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

Goods Movement TodayGoods Movement Today
U.S. freight system moved 14 billion tons of freight valued at U.S. freight system moved 14 billion tons of freight valued at 

$11 trillion over 4.5 trillion ton$11 trillion over 4.5 trillion ton--miles in 2000miles in 2000
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Rail 15%Rail 15%

Rail 28%Rail 28%

Truck 78%Truck 78%

Truck 60%Truck 60%

Truck 88% Truck 88% 

Rail 6% Rail 6% Air 5% Air 5% Water 7%Water 7%
Water 12%Water 12%

Water 1%Water 1%

Source: Transearch and FHWA Source: Transearch and FHWA 
Freight Analysis Framework ProjectFreight Analysis Framework Project



Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

Presentation ObjectivesPresentation Objectives

How  How  outsourcingoutsourcing is affecting services is affecting services 
offered by  transportation & logistics offered by  transportation & logistics 
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Outsourcing & LogisticsOutsourcing & Logistics

Outsourcing has lead to an expansion Outsourcing has lead to an expansion 
of transportation & logistics servicesof transportation & logistics services
“One stop shopping”“One stop shopping”
Internal growthInternal growth
Mergers & acquisitionsMergers & acquisitions
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Impact of Outsourcing: Impact of Outsourcing: An Expansion of An Expansion of 
Transportation & Logistics ServicesTransportation & Logistics Services

Simple transportation of product between two pointsSimple transportation of product between two points
Cross dock management to support JIT deliveriesCross dock management to support JIT deliveries
MarketingMarketing
Packaging designPackaging design
SequencingSequencing
Light assemblyLight assembly
Vendor managed inventoriesVendor managed inventories
Software development and data managementSoftware development and data management



Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

CNF Service ExpansionCNF Service Expansion

1935 1945 1955 1965 1975 1985 1995

Consolidated
Freightways/CNF

CF AirFreight/Emery
Worldwide

Con-Way

Menlo Logistics

CF MotorFreight

Vector SCM Vector SCM, Menlo Logistics and Emery Worldwide
were joined under the Menlo Worldwide brand in 2002
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UPS Service ExpansionUPS Service Expansion

1906 1916 1926 1936 1946 1956 1966 1976 1986 1996

United Parcel Service

Serves 48 contiguous states

UPS Next Day Air

International Air

UPS Airlines

UPSnet

UPS Logistics Group

UPS Capital

UPS Supply Chain Solutions

Mail Boxes, Etc. 
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FedEx Service Expansion FedEx Service Expansion 

1970 1975 1980 1985 1990 1995 2000 2005

Federal Express

Caliber Systems/FedEx Global Logistics

RPS/FedEx Ground

Roberts Express/FedEx Custom Critical

Viking Freight/FedEx Freight

FedEx Trade Networks

FedEx Supply Chain Services

Kinko's
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Effect of Lead Time on ProfitEffect of Lead Time on Profit

Geographical separation of components Geographical separation of components 
manufacturing and final assembly results in:manufacturing and final assembly results in:

Longer lead timesLonger lead times
Higher lead time variabilityHigher lead time variability
Lower unit production costs, if component Lower unit production costs, if component 
manufacturing occurs in an inexpensive labor marketmanufacturing occurs in an inexpensive labor market

Improvements in logistics can decrease lead time Improvements in logistics can decrease lead time 
mean and variability and help justify the separationmean and variability and help justify the separation
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Lead Time Increase Results in Safety Lead Time Increase Results in Safety 
Stock (and hence cost) IncreaseStock (and hence cost) Increase

0

200

400

600

800

1000

0 0.5 1 1.5 2

Lead Time (Weeks)

Sa
fe

ty
 S

to
ck

 (U
ni

ts
)



Sloan 2004 Annual Conference Sloan 2004 Annual Conference 

Variability in Lead Time Reduces Variability in Lead Time Reduces 
ProfitsProfits
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Reducing Unit Production Cost Reducing Unit Production Cost 
Increases ProfitIncreases Profit
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U.S. GDP & Trade HistoryU.S. GDP & Trade History
GDP growth has averaged 3.2 %/year; trade in goods and GDP growth has averaged 3.2 %/year; trade in goods and 

services is now 22% of GDPservices is now 22% of GDP
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21st Century/Information Era21st Century/Information Era
Global economy is being built on information, telecommunicationsGlobal economy is being built on information, telecommunications, and , and 
lowlow--cost, longcost, long--haul transport by water, rail, and air; northhaul transport by water, rail, and air; north--south NAFTA south NAFTA 

trade is expanding rapidlytrade is expanding rapidly

Source: Transearch and FHWA Source: Transearch and FHWA 
Freight Analysis Framework ProjectFreight Analysis Framework Project

Atlantic CoastAtlantic Coast
Canadian Border
Pacific CoastPacific Coast

Gulf CoastGulf Coast
Mexican BorderMexican Border
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