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National Events

NSW - Site Visit

Wednesday March 11

Venue: 2.30pm to 4.30pm Grays Online:
Homebush Facility

Cost: $25 LAA members Only

VIC - Breakfast Meeting
Tuesday March 24

Speaker: David Whytcross, GM,
Customer Supply Chain, Fosters Group
Topic: Warehousing and Distribution -
Fosters Efficiency Approach

Cost: $50 members $70 non-members

SA - University Seminar
Tuesday March 31

NSW - Breakfast Meeting
Thursday March 26

Global Spectrum International Speaker
Event

Speaker: Maeve Magna, Director Global
Supply Chain, Clinton Foundation HIV/
AIDS Initiative (CHAI)

Topic: Supply Chain in the Developing
World

Cost: $50 members $70 non-members

NSW - Site Visit

Monday April 20

Venue: 10am-12pm Corporate Express
Cost: $25 members only

ACT - Dinner Meeting

Thursday May 14

Speaker: Mark Rainbird, MD AWA Ltd
Topic: Putting the Value Chain to Work -
the AWA Experience

Cost: $50 members $70 non-members

NSW - Seminar

Wednesday May 20

VIC - Seminar

Wednesday May 27

Speaker: Cameron Eren, Industry
Partnership Program, TEC

Topic: What just happened? 08/09
climate change developments and what
they mean for freight transport.

Cost: $200 members $250 non-members

Tel: 1300 651 911
Website: www.laa.asn.au
Email: admin@laa.asn.au
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Emerging Trends in US Logistics

In the first of 3 articles Silvia Estrada-
Flores, winner of the 2008 Logistics
Development Award sponsored by
Chep Asia Pacific, provides insight
into the emerging trends in US
Logistics.This article gives an analysis
and close reflection of the realities
faced by the US Supply Chain Sector
2007-2008 and the expected impact
of these trends on the Australian
logistics sector. It is based on a
presentation by Rosalyn Wilson in the
Council of Supply Chain Management
Professionals (CSCMP) conference in
Denver in 2008.

Some highlights of this repart were
(Wilson, 2008):

* Over the course of 2007 total

logistics costs reached $1.4 trillion, up

7% from 2006 costs and representing
10.1% of GDP, representing a
reduction in transport efficiency.

This is against a backdrop of a 2.2%
growth of the US economy, the
weakest performance in the last five
years.

* |[nventory carrying costs outpaced
transportation costs, rising 9% in
2007.

* |n the first three quarters of 2008,
2,690 trucking firms left the market,

as compared to 2,000 in all 2007. This

represents a loss of 172,000 trucks or
6.5% of the US capacity.

® |n contrast, third party logistics
are flourishing, with revenues up
7.2% in 2007. 3PLs will play an even
more critical role in the future and
this is expected to be a long-term
phenomenon, not just a crisis-driven
event.

* The operating costs of the trucking
industry increased by 6% in 2007,
mostly due to fuel costs.

® The cost of rail transportation rose

7.4% as the rails posted their second-

best year on record. The robustness of
the rail industry is also reflected on the
rising freight revenues per ton-mile,
which was up in 2007 to 2.99 cents,
from 2.84 cents a year ago.

* Maritime and domestic water
transport had a slight increase in costs
(3.4%). However, US East Coast ports
benefited from increased US exports.

* Air freight revenue increased by
US $3 billion during 2007, mostly due
to gains in international cargo.

From these trends, two aspects are of
particular concern to the US logistics
industry:

* For the first time since the State

of Logistics report was published
(1989), the wholesale inventory levels
have outgrown the retail inventories.
This trend may be due to the
transformation of inventory practices
at retail, as managers reduce the
levels of stock carried by leveraging
size and scale and better aligning
production with demand (O'Reilly,
2008). However, falling turnover
rates are also due to (i) longer order
lead times developing from offshore
sourcing; and (i) falling sales.

» Currently, the US trucking sector
is focusing on survival through

Silvia Estrada-Flores 2008 LDA Winner (middle
left) with (I-r) George Balis CHEP Asia Pacific,
Brad Harrison LAA President and Greg
Chippendale CHEP Asia Pacific.
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measures such as decreasing the fleet
through selling excess equipment
and delaying equipment purchases.
Additionally, many companies are
leaving the market altogether. Adding
the concerns that were often heard in
pre-crisis days (eg. driver shortages,
aging infrastructure, and congestion),
the capacity to serve customers when
the economic downturn is over will be
compromised.

| expect an impact of these trends on
the Australian logistics sector, on the
basis of two factors:

* During 2006-07, the US was one of
Australia's major trading partners in
terms of import value. In this period,
imports from the US amounted to
$28.9 billion (or 3.4 million tonnes)
and exports to $11.5 billion (or 4.3
million tonnes).

* From 2001 to mid-2008, Australian
road and freight rates increased

by 9% and 5% respectively, mostly
due to increases in diesel prices.
These increases partially reversed
cost reductions achieved through
improved productivity such as the
introduction of B-double road freight
vehicles, efficient engine technology
and others.

* In 2007, the total costs of logistics in
Australia were estimated as being 9%
of GDP (Little, 2007), just below the
10% costs estimated in the USA in the
same period.

However, there are some significant
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differences between the US and the
Australian situation:

* The rate of increase in Australian
business inventories between March
2007 to March 2008 was about half
of the rate registered in the US in the
same period (Logistics Bureau, 2008).

* The trend of wholesale inventory
levels outgrowing retail inventories
has been the norm rather than the
exception in Australia (Figure 1).
Australia has always faced longer
order lead times from offshore
sourcing and excess stock is still a
common occurrence at wholesale
level, often due to a lack of visibility
caused by lack of communication
among supply chain partners
(Christopher and Gattorna, 2005) or
to a lack of infrastructure. An example
of the latter is the case of import/
export of manufactured goods, where
port congestion can lead to increased
inventory holdings (SAHA, 2008).

* The impact of fuel costs is different
in Australia than in the US because of
the different taxation systems on fuel.
The State and Federal tax component
in the US represents about AUD$0.13
per litre of fuel, while in Australia,
State and Commonwealth taxes are
about AUD$0.50 per litre. Therefore,
although Australia has a higher fuel
price per litre, this price is somewhat
more insulated from changes in world
oil prices than in the US.

Global diesel prices have shown a
downward trend since July 2008 (Figure

and Sydney CBD

103.11 metres (approx.)

v’ Zoning: Industrial

v" Prime location with immediate access to Port
Botany, and close proximity to Sydney Airport

v" Total site area: 33,947m? (approx.)
v’ Significant Botany Road frontage of

v’ Suitable for owner-occupiers or developers

i For Sale by Expressions of Interest closing Wednesday 15 April

As we come to the
end of our first
quarter for 2009

it has never been
more important

for Logistics
professionals to have
the ability to drive innovation

and change through flexible
operations. The foresight to
modify, moderate or expand the
logistics of your company may see
many professionals challenged
during this time of turbulence in the
global economy. Whilst Australia
may be buffered from the worst we
still need to be vigilant in weighing
up the impact to our markets.

Suzanne Marshall

* Will you let the news bombarding
you from all sources detract you
from achieving optimal results your
customers deserve?

» What will make you successful?

* Where will you seek competitive
edge in your industry sector?

Sustaining your position in the
market or boardroom may rest on
your ability to drive down costs.
Will you slash and burn or look to
work smarter? Logistics can and
often does transform business by
revamping activities, driving out
supply-chain costs by thinking
outside the square.

Collaboration to work smarter
opens up opportunities for Logistics
Professionals to step into the box
seat and drive business to a lean
and sustainable future,

Suzanne Marshall
Treasurer LAA ltd

Eugene Evgenikos
0416 246 820

02 8337 6216
Gavin Bishop
0401 146 051

02 8797 1606
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2), due to declining demand caused by
the global economic recession. These
events place fuel costs momentarily

in the back seat. The more pressing
concerns for the Australian logistics
sector are (a) the continuation of their
business relationships with clients that
are struggling to maintain liquidity; and
(b) how the transport sector (particularly
the trucking industry) can overcome
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Figure 1. Wholesale and retail inventories (book
value) during the period 1987-2008. Source:
ABS, 2008.

their current financial hurdles without
decreasing their fleet dramatically. We
should remember that strategic planning
is not only useful to weather difficult
financial situations. Strategic decisions
made today will ensure that the logistics
sector can take advantage of the upturn,
keeping Australia and the rest of the
world moving.

New members at the launch of the 2009
Logisitcs Development Award Breakfast
February 17th in Sydney. Front row (I-r);
John Colebatch, Joshua Marks, Alyce Tulich,
Andrew Watson. Back row (l-r): Rick Jacobs,
Goran Tipura, Steve Takacs.
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| Have you visited the LAA Resource Centre and Careers Information Page?

Here you will find Logistics and Supply Chain Directory Listings and Career
Information. Visit us at www.laa.asn.au and click on Resource Centre

or Career Opportunities.

Directories:

* Consultants * Education Providers * Legal Specialists * Software: Transport
Management Systems and Warehouse Management Systems = 3PL/4PL |

Providers = Related Organisations and Industry Links * Domestic Transport & |

Freight Operators = Infrastructure & Modal * Materials Handling + Equipment &
Systems Integrators * Packaging * Recruitment * Warehousing & Storage

Career Opportunities:
* Recruitment Agencies * Positions Wanted and Available = Careers in Logistics/

Pathways * Salary Survey's * Graduate and Internship Programs
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