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Supply chains have undergone major changes in recent
years. The developments in information technology have
improved the logistics processes in the supply chain. Businesses have realised the importance of electronic commerce, but still seem to forget that successful integration of
ICT within the whole supply chain will make the difference.
Information communication technology (e.g. electronic
commerce) is in fact an enabler, which has the ability to
improve supply/demand chain performance. The main
challenge in the future will remain the management of the
supply chain processes and the co-ordination of relationships between businesses (the business process), because
supply chains, relationships and processes will be more
complex then ever before.
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Preface

This report is an outcome of several meetings of the F&L
working group electronic commerce. I would like to thank
the active members for their useful discussions in the working group sessions.
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Electronic commerce has become a buzzword heard
in corporate boardrooms across the world. Many corporate officers do not understand what electronic
commerce is or why their organisation should become
involved. This is why the European Freight and Logistics
Leaders Club set up a working group to deliver a report about electronic commerce and it’s potential for
the F&L members.
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1. Introduction

Goal of the F&L e-commerce working group
The goal of the working group was to look at the supply
chain and study how electronic commerce changes it’s
efficiency and effectiveness. The figure below shows the
traditional supply chain and the developing supply chain.
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Figure 1: Developments in supply

As can be seen in the figure the supply chain is changing
from unstructured information and invoice flows (every
player contacts the following player in the chain) to more
structured flows, in which the invoice and information flow
is controlled by one player, the chain manager. The working group mainly focused on the role electronic commerce plays on handling and restructuring these flows and
on redesigning business models.
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Scope of the report

%XVLQHVV
3URFHVV

&XVWRPHUV

6XSSOLHUV

The impact of electronic commerce on managing the
supply chain refers to the electronic technologies that
streamline the process of moving goods between suppliers
and customers.

Figure 2: scope of report

This report focuses on the business process between suppliers and customers and how electronic commerce will
change the way companies do business. In this context
the working group sees electronic commerce as an enabler for new opportunities within this business process and
not as a new sales canal.
Problem Statement
To work out this report, the F&L electronic commerce working group choose to work with the following problem statement:
“The impact of electronic commerce on managing the
supply chain”
To get an answer on this problem statement, some background information about widely used concepts (e.g. ecommerce, e-business and supply chain management)
was needed. Not only for the working group itself, but to
give the report common understandings about this widely
used concepts. In chapter 2 these concepts are discussed.
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In chapter 3, the Trends and Developments are discussed.
In the first paragraph general trends and developments
will be spoken and in the second paragraph the trends
and developments in e-commerce will be spoken . The final paragraph of this chapter describes the opportunities
made possible by e-commerce.
In chapter 4 a business model, designed by A.J.M Vermunt, is spoken. This model is chosen to have common definitions within the supply chain. The model gives a better
understanding about the different layers, which are present in the supply network. In the model three layers of
main activities can be identified; the resources layer, the
information layer (connectivity and transparency) and the
business layer (business owners and orchestrators). In the final paragraph of this chapter the strategic options per
layer will be spoken.
Chapter 5 discusses the path to excellence. This chapter
describes the ‘path’ a company should go before it can
successfully introduce e-business activities. The chapter discusses companies in four stages of development. The first
stage is the entrepreneurship stage, the second is the efficiency stage, the third is the functional excellence stage
and the final stage is the world-class stage. Furthermore
this chapter describes a ‘step-by-step’ approach. Every
step is a stage in the development of a company’s e-business readiness. If you are in the final stage your company is
ready for successful introduction of e-business.
The last chapter, the conclusions, will give an answer to the
impact of electronic commerce on managing the supply
chain. This chapter will also include some recommendations for the F&L members.
Analysis
Electronic Commerce is becoming an important way of
doing business. It is becoming a strategic part of almost
every company. In regard to this the European Freight and
Logistics Leaders Club set up a working group to analyse
the developments in electronic commerce and how it is
effecting everyone who is doing business. In the first work-
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ing group sessions the basic question was: ‘What is electronic commerce exactly’. To answer this question a
search in books and articles (off- and online) was conducted and after several discussion within the working
group a suitable description was found (see chapter 2). In
the following sessions the working group focussed on the
developing supply chain and in particularly on the role of
the chain manager. The following question raised: ‘Do you
want to be a chain manager or should you focus on ‘just’
being a link in the chain’. To answer this question a new
business model was needed. The working group choose to
work with a business model designed by A.J.M Vermunt
(see chapter 5). This model integrates new electronic possibilities (the information layer) into the model and showed
the working group that the transparency (created by connectivity) creates a new player in the supply chain, the
orchestrator. The model also made clear that companies
have to make certain strategic choices. The following
sessions concentrated on the criteria and conditions a certain player should meet before choosing a strategy. To
study this the working group made several matrices (see
annex 3-5) and discussed them in the final meeting. Within
this last meeting the working group also tried to come up
with some recommendation for the F&L members (see
chapter 6).
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2. Concepts used

❖ Enterprise Resource planning;
❖ Supply Chain Management;
❖ e-Commerce;
❖ e-Business;
❖ EDI;
❖ e-Procurement;
❖ Customer Relationship management;
❖ e-Marketplaces; and
❖ e-Auctions.

Enterprise Resource Planning (ERP) ______________________ 2.1
Business view ERP systems as the core of their information
technology strategies to build their supply chain management solutions.
Today’s ERP systems run on client/server technology and
provide applications for accounting and controlling, production and materials management, quality management and plant maintenance, sales and distribution, human resources management, and project management.
Applications for sales force automation (SFA), customer
service, and supply chain management (SCM) can increasingly be found in ERP software suites.
The most significant characteristic of ERP is that all applications in an ERP suite are integrated, therefore they share a
common set of data that is stored in a central database.
Companies with a large number of geographically dispersed locations sometimes run several versions or instances of their ERP packages. In this scenario the ERP system uses one common set of data that is replicated and
synchronised across multiple databases, each running on
a different server. Companies benefit from this integration
because the ERP system links related business processes.
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According to AMR Research, industry analysts expect the
world-wide ERP systems market to reach $50 billion by 2002.
2.2 Supply Chain Management (SCM) _______________________
A supply chain moves goods through the raw material,
supply, production and distribution stages. Businesses depend on supply chain processes to varying degrees, regardless of the type of product manufactured. Managing
these events in the supply chain is defined as supply chain
management (SCM). The objective of SCM is to effectively
co-ordinate all components of the chain as quickly as possible and at the lowest costs without deteriorating product
quality or customer satisfaction. The ideal SCM state is one
in which marketing organisation does not own any excess
inventory, suppliers deliver parts only when they are
needed, the company only pays for these parts when
used and the customer pays for any product he orders before it is assembled and delivered.
The Internet and e-commerce are changing how enterprise communicate and conduct business. E-commerce
has given birth to virtual online businesses. The Internet and
the Web introduces a low-cost communications infrastructure (intranets, extranets) that enables companies of all
sizes to cost effectively conduct business online. As a result
of these developments Internet-enabled supply chain
management has become the latest tool to achieve competitive advantage and profitability. Web-enabled SCM is
emerging as a promising solution for customer satisfaction
and profitability.
SCM requires significant changes to existing business
processes, organisational structures, business policies, job
definitions and corporate structure. A company must focus
on its core competence and create a new business
model, which could require extensive reengineering. Once
a company has defined its core competence, it can build
a supply chain that is supported by IT. Special attention
should be given to business partners that can communicate effectively across the Internet. Companies should redesign, eliminate or sell complete corporate divisions or
subsidiaries that are not productive components of the
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SCM system being developed. Companies must also decide which product elements to build internally, which to
buy from outside suppliers and where to engage in joint
ventures that will enhance the competitive advantage of
the new virtual enterprise.
e-Commerce __________________________________________ 2.3
Like so many “buzz words” in use today, e-commerce
tends to mean different things to different people. One definition, used by the Automotive Industry Action Group in
North America is: “The application of advanced information technology to increase the effectiveness of the business relationships between Trading Partners.” A variation,
which has been used by eCIC, is: “the enablement of a
business vision supported by advanced information technology to improve efficiency and effectiveness within the
business process”. e-Commerce is essentially a mix of business vision and enabling technologies.
e-Commerce supports the business vision of the future.
Businesses and trading partners are inextricably linked regardless of which sector they operate in. All members of a
seamless supply chain act in harmony and as a single unit,
not a number of disparate members crudely brought together. There is a growing acceptance that no company is
an island in itself. As one of the UK’s leading industrial leaders said, “it’s no good being the worlds finest company if,
in fact, you’ve got lousy suppliers and weak customers.”
The effective use of information is seen to be the foundation of competitive firms in the Millennium. Information and
communication technologies have also enlarged the
competitive environment and made a truly global marketplace and we are now seeing a shift in trade from “merchandise goods” to services.
The business vision means that e-commerce will become a
fundamental, de facto part of everyday trade and communications in the future.
New start-up companies have the opportunity to embrace
e-commerce rather than adopt traditional trading prac-
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tices and processes, which have imposed high levels of
overheads on more traditional and established companies. The traditional functional structure was developed to
support the mass-market economy but we are no longer in
that situation and business structures and operations
should reflect this fact. Over the years most companies
build up heavy overheads both in terms of costs but also
internal processes and procedures. Younger companies or
those moving to Green Field sites are not so constrained.
They do not have such financial and procedural overheads and can offer a faster service and lower product
cost.
Strategic use of information is having a profound impact
on the workplace to the extent that the manipulation of information, rather than materials, is the most highly valued
asset. A recent statistic from the U.S. is that nearly 10% of
their economic activity is now generated in the information sector, but about 60% of all U.S. workers have jobs,
which depend on the information they generate and receive on advanced information networks. E-commerce
services are examples of such networks. More startling, as
new jobs are created, it is estimated that 8 out of 10 are in
the information-intensive sectors of the U.S. economy.
The enabling technologies
E-commerce is a generic title used for a range of technologies that are now available to improve the effectiveness of trading relationships. It is not in itself an enabling
technology. At the application level typical technologies
include:
❖ electronic data interchange (EDI);
❖ electronic mail;
❖ electronic forms;
❖ electronic catalogues;
❖ electronic funds transfer;
❖ fax;
❖ technical data interchange;
❖ voice messaging;
❖ workflow;
❖ ......
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All of which are supported by appropriate telecommunications networks including the Internet.
The majority of these technologies could said to be messaging technologies and the introduction of any or all of
them must be accompanied by changes and improvements to business processes rather than automation of
what currently exists. As organisations grow to understand
the e-commerce concept, so their vision of its potential
use will expand. As transaction volumes increase so will the
complexity of the technology solutions and their inter-relationships. “The real power of technology (such as e-commerce, telecommunications services or multimedia) is not
that it can make the old processes work better, but that it
enables organisations to break old rules and create new
ways of working - that is, to reengineer” (Michael Hammer
and James Champey, Reengineering the Corporation: A
manifesto for Business evolution)
e-Business ______________________________________________ 2.4
e-Business is about doing business digitally, everything from
buying and selling on the web to extranets that link a company to suppliers; from intranets that enable an organisation to better manage its knowledge to enterprise resource
planning systems that streamline an enterprise’s supply
chain; from electronic customer support to automated order tracking. Unfortunately many organisations focus on
the “e” and give insufficient attention to the “business”. Internet glitz, with all its potential applications, can blind executives to the fundamental strategic and operational issues that need to be addressed before and during the
launch of e-business initiatives. Your business strategy
should contain the framework for your e-business strategy
and answer the following questions:
❖ What objectives of our business strategy can be digitally
enabled?
❖ Where does e-business fit in our strategic priorities?
❖ How will we interface electronically with our customers?
with our suppliers? with ourselves?
❖ How will we ensure that we have the systems and technological capabilities to implement this vision?
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❖ How will we ensure that we have the human capabilities to implement this vision?
❖ What are the priorities among our digital initiatives?
❖ ......
2.5 EDI _____________________________________________________
When EDI first came on the scene it was greeted by many
as a near perfect purchasing tool. It could be used to automate transaction processing, exchange information in a
computer-readable fashion, and do it in a secured environment. It allows you to share large amounts of sensitive
information with suppliers on a computer-to-computer basis. It also provides companies a safe way to collect and
use data in their ERP systems. To use EDI effectively senders
and receivers must use standardised language and protocols, something that is typically accomplished using translation software. When EDI is used as a procurement tool, it
provides key suppliers with a clear window to true production line needs. As a transaction tool EDI also is preferred by
many to send purchase orders, change orders and trigger
releases in a secure computer-to-computer environment.
While EDI tends to be beloved by large buyers and supply
companies, many smallish suppliers appear to be at a loss
in dealing with EDI.
2.6 e-Procurement _________________________________________
Internet or web-based procurement is apparently being
looked upon by a growing number of companies as the
perfect purchasing tool to replace EDI. What’s more, it’s
being chosen for many of the same reasons that EDI became a hot technology in the ‘90s. It can be used to exchange information, automate transactions and link other
information systems. e-Procurement allows all employees
to participate directly in the purchasing process. Corporate service applications such as online procurement bolster employee productivity by reducing administrative
tasks and supporting the day-to-day operation of an organisation. E-procurement applications, integrated with
purchasing software, streamline operations, reduce processing costs and improve purchasing efficiency.
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Employees can use an Internet-style interface to browse
through catalogue information from an existing multi-supplier product index stored locally or via the Web. An e- procurement system allows for direct links to supplier web
pages so employees can access additional information
such as technical specifications, pictures or detailed descriptions. Users can view product information on a vendor’s web site, add items to the virtual shopping cart, and
route acquisitions through the company’s approval
process. E-procurement systems automatically create requisitions, route them for approval and submit them electronically to contracted suppliers. When products are received, the system can even alert the Accounts Payable
System to make the payments to suppliers.
Customer Relationship Management (CRM) ______________ 2.7
The thinking behind CRM is that empowered customers are
happy customers, and happy customers are repeat customers. CRM solutions help businesses manage and organise client outreach and customer service functions. Companies can use these applications to generate quality
leads for sales teams, identify and target high-profit customers and reduce redundant work and data re-entry errors by sharing a common data source throughout the organisation. Customers can access the company’s Web
site from anywhere at any time, allowing businesses to improve customer service, reduce costs and improve productivity. It is a strategy that encompasses every customer
“touch point” in a company’s sales, marketing and customer service department.
A recent Gartner Group study found that, by 2004, selling
organisations that increase customer retention by 1% will
see up to an 8% increase in enterprise profitability
e-Marketplaces ________________________________________ 2.8
e-Marketplaces are trying to connect everyone and every
company that buys and sells products or services to an online environment, while reducing the chaos and inefficiencies of the supply chain to a single stream of communications. Marketplaces will make it easier, more efficient, and
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more profitable to do business. The global e-marketplace
gives buyers and sellers a new forum for exchanging information. Changes (e.g. in price or capacity of shipments)
are communicated on a real-time basis and can be customised in a highly segmented manner. Reservations and
orders can be made and confirmed instantly, reducing reliance on slow paper-intensive processes. It also enables a
quick and easy work management tool to facilitate the
‘reverse market’ process.
2.9 e-Auctions _____________________________________________
The key benefit of online auctions for suppliers is often
stated as: “being the ability to bid for business to which
they would not previously have had access”. The auction
process offered by global exchanges means suppliers can
see contracts coming up in new markets. It is clear that
companies can cut expenses through a lower-cost buying
mechanism via the Web. The potential impact of these online trading exchanges on supply chain economics across
Europe is not yet clear, but it is being watched carefully by
companies of all shapes and sizes on the continent.
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3. Trends,
Developments and
Opportunities

General trends and developments ______________________ 3.1
Globalisation (the dead of distance)
Globalisation is enabled by a continuing decrease in the
cost of transportation and communication and has an impact on production and logistics structures. A large variety
of more intelligent production and logistic concepts have
been identified to manage production flows. Horizontal
and/or vertical co-operation, partnerships and alliances
are recognised as effective and efficient ways to create
global (virtual) companies.
Mass individualisation
Customers in the business-to-business sectors are becoming more demanding in terms of required contact frequency, lead times and availability of products and services at the right time and place.
Fast changing customer requirements
Manufacturing and trading companies have to increase
product variety, reduce product life cycle, minimise order
cycle time, intensify customer loyalty, stabilise and optimise supply chain performance (involving sourcing, production and commerce).
The Demand for Better Customer Service
Better customer service manifests itself in the form of ontime delivery, total visibility of the supply chain, and ease
of doing business.
Strategic (re)positioning
Become a world-wide player or focus on a niche.
Core business focus and outsourcing
In the context of globalisation and focussing on the core
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business of the organisation, manufacturing and logistic
activities are increasingly outsourced to specialist companies. These companies are able to execute those
processes at a lower cost by applying economies of scale
and managing those activities for various customers.
Logistic service providers expand their services
Increasing the breath of skills throughout the entire supply
chain (including all transportation modalities, covering all
other activities in logistic chain and control the management of all activities in the logistics chain). Players like integrators, forwarders, postal companies airlines, supply chain
management companies are ‘meeting’ each other, all
aiming customer contracts for managing supply chains.
This is also resulting in acquisitions and alliances.
Pressure on results
The improvement potential in production and marketing is
almost maximised. The necessity of new ways to improve
shareholders value is needed.
3.2 e-Commerce trends and developments _________________
IT/e-Commerce enables logistics management
IT/e-Commerce offers the possibility of managing flows.
Transparency of logistic flows make further optimisation of
flows possible.
e-Commerce enables connectivity and transparency
Due to connectivity of companies, the supply chain gets
more and more transparent.
e-Commerce enables real-time communication
Real-time technologies such as instant meetings, chat,
shared whiteboards and
shared applications will help business users communicate
online with customers, co-workers, partners, suppliers, and
vendors.
e-Commerce facilitates more interaction
e-Commerce facilitates more interaction between sellers
and buyers. The producer can use an interface (e.g. the
Internet) to gain increased knowledge of customer groups

20
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and learn about cost, quality and availability of competitive offerings.
New e-commerce devices
There is a growing array of devices that perform limited
range of computing tasks on the market now ranging from
phones with screens and keyboards that let you surf the
Net and use E-mail to network computers with limited functions. More and more people are accessing services
through new e-commerce devices and appliances. (e.g.
TV’s, cell phones, handheld PCs, ...)
Mobile and wireless e-commerce technologies
This platform will deliver the benefits of e-commerce directly into the customer’s hand, via wireless technology.
Mobile phone will become a uniquely powerful distribution
channel, available anywhere, anytime, in the palm of the
customer’s hand. People will also be able to use their mobile phones (or other devices) to carry out their business
wherever they are and whenever they want. The idea is
delivering services and information directly into the hand
of the customer, wherever they may be and whenever
they want.
EMERGING STANDARDS
Several new standards are emerging, a few of them are
listed below:
– Virtual Private Networks: VPN,
– eXtensible Mark-up Language: XML,
– Integrated Messaging: G5
– Emerging Security: tunnelling protocols PPTP & IPsec,
– The next-generation Internet Protocol IPv6,
– LDAP: Lightweight Directory Access Protocol,
– IMAP: Internet Message Access Protocol,
– ADSL: Asymmetric Digital Subscriber Line technology, ...
XML: THE NEW LINGUA FRANCA OF E-COMMERCE; a way to
solve a whole series of problems. XML is a way to integrate
multiple data sources, to communicate with business partners, to build extranets, and to make information available
over the Web.
Security technologies
There are four requirements for secure virtual transactions:
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❖ Authentication - identity of persons involved in transactions can be verified.
❖ Integrity - data transferred should not be modified in
transit or storage.
❖ Confidentiality - privacy in transactions.
❖ Non-repudiation - parties involved in a transaction cannot deny it after its taken place.
Great progress has been made in improving data integrity
and confidentiality by advanced encryption and digital
signature technologies. With SIM and Smart and Java
Card development terminal-end solutions are available.
At the present time, non-repudiation and authentication
require further development.
3.3 Opportunities made possible by e-commerce ___________
e-Commerce enables new business model(s)
In new business models companies must implement the increasing importance of e-commerce (connectivity and
transparency). In these models companies can position
themselves and create new strategic options. (see the
model used in chapter 4)
e-Commerce enables connectivity and makes markets
(more) transparent
Through the connectivity of companies, there is more and
faster insight information which makes business more easier. This can be an answer to the mass individualization of
customers and the demand for better customer service
mentioned above.
e-Commerce enables less cost-oppressive communication portals
Because of the existence of the internet, e-commerce provides a less cost-oppressive way of communicating with
plants or with other companies (intranets, extranets). In this
way everyone (even small and medium sized companies)
is able to start-up low cost networks
e-Commerce enables better ways of real-time communication
Real-time technologies such as instant meetings, chat,
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shared whiteboards and shared applications will help business users communicate real-time with customers, coworkers, partners, suppliers, and vendors.
e-Commerce enables one-to-many communication
The internet provides the possibility, unlike the old EDI concept, of one-to-many communication. A company can
be connected with many suppliers through one portal.
e-Commerce makes Supply Chain Management possible
Due to transparency (through connectivity) companies
can perform a complete management of the supply
chain.
e-Commerce is the key to increase global competitive
strength
e-Commerce knows no boundaries, you can reach people from all over the world (they have to be connected).
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4. The business model

In this chapter we will discuss the business model, chosen
to have common definitions within the supply chain. The
model is designed by A.J.M. Vermunt, vice-president of the
Holland International Distribution Council. The model gives
a better understanding of the layers, which are present in
the supply network.

Figure 3: layers of the supply chain, A.J.M. Vermunt HIDC

In the model three layers of main activities can be identified; the resources layer, the information layer (connectivity and transparency) and the business layer (business
owners and orchestrators). In the next paragraphs these
layers and their strategic options will be discussed.
4.1 The resources Layer _____________________________________
In the first layer of the business model, the physical activities of the supply chain are executed: production transportation and storage.

Figure 4: the resources layer, A.J.M. Vermunt HIDC

In the resources layer customer orders are executed after
being received and planned in the network by the business layer. The ICT systems support the execution of logistic
functions performed in the supply chain. These systems
create functional control over the execution of processes
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in the organisation. A large variety of systems in the company can be linked or operate on a stand-alone base. Inter-company systems have been implemented in the resources layer and include, for example, OMS, MRP,
financial applications, various legacy systems, WMS, TMS.
Between companies the systems co-operate with one to
one communications links via one to one EDI or FTP or are
updated manually. Any-to-any communication between
these systems is introduced when the Internet enabled
connectivity function of the information layer is implemented over the supply network.
Using ICT applications in the resources layer, a group of logistics service providers are emerging to offer a combination of ordering, fulfilment and transportation services.
These processes go beyond just the physical flow of goods
to also include the process and information activities necessary to optimise e-fulfilment activities. Some logistics
providers also offer inventory management and financing
of inventory as additional services to their customers. In
such cases the role of the logistics service provider
changes significantly.
The information layer ___________________________________ 4.2
The information layer facilitates the exchange of information between business and resources layers using electronic interchange of data.
±3URGXFWIORZPRQLWRULQJ
±5HVRXUFHFDSDFLW\DQGSURGXFWYLVLELOLW\
±)ORZSODQQLQJDQGVFKHGXOLQJRILQIRUPDWLRQ

$Q\WRDQ\FRQILJXUDWLRQWRVKDUHGDWD

Figure 5: The information layer, A.J.M. Vermunt HIDC

The most important activity in the information layer is to
provide connectivity of systems to route data in the network and to create transparency of supply chain informa-
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tion. In this case the information layer enables two issues:
connectivity of systems and transparency of information.
More companies become connected via the open standards of the Internet, enabling information to be exchanged on a real-time basis as everyone uses the same
set of information, including customers and suppliers. Connectivity of order transaction data with supply chain transaction an execution system breaks down walls between
different supply chain players and creates any-to-any connectivity via standardised internet-based interfaces. They
increase supply chain reliability and responsiveness.
Connectivity and new ICT tools enable companies to implement software systems, which provide product flow
monitoring, resource capacity and product visibility and
flow planning and scheduling of information. This creates
the transparency needed for efficient and effective supply
network execution. The transparency enables improved
planning and scheduling of resources in the supply network. The implementation of Advanced Planning and
Scheduling systems (APS) in the information layer facilitates
more flexible accommodation of customer orders in the
resources network. This technology enables the planning
of order to deliver cycles to be reduced.
APS systems are complementary to ERP systems, which are
used to control processes in one organisation. APS offers
the opportunity to plan demand over multi-site production, transport and warehousing infrastructure.
4.3 The business layer ______________________________________
In this layer business management is the process of decid-

GHVLJQ
WHQGHULQJ

GHFLGHDQGFRQWURO
1HWZRUNPDQDJHPHQW
PDUNHWSODFH
&RQWUDFWPDQDJHPHQW

3URFHVVPDQDJHPHQW
PDUNHWSODFH

Figure 6: The business layer, A.J.M. Vermunt HIDC
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ing and controlling the strategic, commercial and performance results of the supply network. The business owner
controls customer relations with the demand network.
Core activities of the business owner are client relationship
management and brand management. A business owner
is the one that makes commercial agreements with customers.
The business owner should decide and control the following three processes:
– Network design, create an optimal combination of suppliers, manufacturers and logistic service providers in the
resources layer to execute customer orders;
– Tendering products and services in the market, selection
of suppliers in the resources layer or selection of main
subcontractors (orchestrator);
– Contract management, management of supplier contracts.
The business owner can perform execution processes inhouse or subcontract them to a network manager, an orchestrator. The orchestrator performs these activities on
behalf of the business owner.

GHFLGHDQGFRQWURO
1HWZRUNPDQDJHPHQW
PDUNHWSODFH

(FRPPHUFH

GHFLGHDQGFRQWURO

GHVLJQ
WHQGHULQJ

3URFHVVPDQDJHPHQW
PDUNHWSODFH
&RQWUDFWPDQDJHPHQW

Figure 7: the orchestrator role, A.J.M. Vermunt HIDC

Strategic options per layer ______________________________ 4.4
In this last paragraph the strategic options per layer will be
discussed. These strategic options are choices a certain
chain player should make. Successively the resources
layer, the information layer and the business layer will be
spoken.
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The resources layer
The logistics industry is being transformed from an asset-driven business into one, which is increasingly concerned
with the process information available in the supply network. Players in the resources layer should position themselves in the European market as outlined in the strategic
choices mentioned below:
– Perform “best in class” execution of logistics processes
production, warehousing and transportation with ownership of assets and process operating skills. The execution of a limited set of “best in class” services can be
performed on a local or in co-operation with the large,
international logistics networks
– Expand the product portfolio with execution of additional services for the business owner, e.g. procurement
of non-strategic products or e-fulfilment activities like
customer order intake, customer credit check. These
activities are process orientated.
– Perform an orchestrator role to manage logistics
processes on behalf of the business owner. The orchestrator should add ICT tools and business and process
management skills to the network.
The information layer
Internet-based technology provides cost-effective any-toany connectivity between the execution systems of supply
network partners in the resources layer. The result is more
transparent supply networks when it comes to monitoring
product flows and the capability of resources. The players
in the information layer should concentrate on the following strategies.
– Implement advanced supply chain planning and
scheduling software to control and plan processes in
the resources layer.
– Create e-marketplaces for commercial transactions
with the supply or demand network.
– Implement customer relationship management to support client orientation of business owner.
The business layer:
The core activities of business owners are brand management and customer relationship management. The business owners should concentrate on the following strategy:
– Perform core activity functions in-house, outsource activities if you are not able to perform them “best in
class”.
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This chapter describes the ‘path’ a company should go
before it can successfully introduce e-business activities.
The chapter discusses companies in four stages of development. The first stage is the entrepreneurship stage, the
second is the efficiency stage, the third is the functional excellence stage and the fourth is the world-class stage. Furthermore this chapter describes a ‘step-by-step’ approach. Every step is a stage in the development of a
company’s e-business readiness. If you are in the final
stage your company is ready for successful introduction of
e-business.
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5. Path to Excellence

The four stages of development ____________________________ 5.1

Stage 1
Entrepreneurship

Stage 2
Efficiency

Stage 3
Functional
excellence

Stage 4
World-class

Integration

Performance

Control
Organizational
integration

Fragmented
activities

Specialized
functions

Integrated
functions

Strong integration
with customers
and suppliers

Decision horizon

Day-by-day

Short

Medium

Long

Objectives

Problem solving

Budget

Minimum cost

Competitive
advantage

Type of program

Emergency

Cost reduction

Productivity
improvement

Integrated
strategic business
plan

Customer Service

Claims reduction

Non-differentiated

Differentiated

Personalized

Figure 8: the four stages of development, A.T.
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Stage 1: the entrepreneurship stage
This is the first stage in the development of a company. The
organisational integration is minimal due to the highly fragmented activities of the company. Because the main objective is to solve problems within the company the decision horizon is mainly day-by-day. The main goal in
customer service is to reduce claims. Because of this, the
program type is: emergency.
➾ Increase your importance in the supply chain. Get control over your activities and get them organised. Solve
your internal problems and increase your customer service (getting things where they belong, on the right
time, in the right quantity, in the right quality, etc.).
Stage 2: the efficiency stage
The second stage in a company’s development is the efficiency stage. The organisational integration is based on
specialised functions. Every activity is divided in a specialised function. The main objective is to focus on your
budget. Because of this the decision horizon is mostly short
term. The level of customer service is non-differentiated.
Every customer is treated the same way, this means there is
little awareness of different customer demands. The program type is: cost reduction.
➾ Maintain and enlarge your position in the supply
chain by reducing your costs. Get control over your
specialised functions and their performance. Get
your internal processes connected and increase the
customer service (adapt to your customer wishes and
demands, get to know your customer).
Stage 3: the functional excellence stage
This is the third stage in the company’s development. The
specialised functions are now fully connected and are becoming integrated functions. The customer service is
reaching a level of differentiation, this means that the
company is aware of and implementing different customer demands and wishes. The main objective is to reach
a minimum level of costs. To accomplish this the decision
horizon is mostly medium term and the program type is:
productivity improvement.
➾ Maintain and enlarge your position in the supply
chain by improving your productivity. Get your cus-
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tomer relationship management on a higher level by
personalising your service on customer wishes and
demands. Get ready for external connectivity and
the integration of the supply chain (supply chain
management).
Stage 4: the world-class stage
This is the ‘final’ stage in the development of a company.
The company is strongly integrated with customers and
suppliers. The decision horizon is long term. The main objective is to create a competitive advantage. Customer relationship is now at the level of personalisation and the type
of program is: integrated strategic business plan.
➾ Maintain and enlarge your position by creating a
competitive advantage. Create better customer service by offering more and easier electronic service
possibilities. Implement e-business plans to integrate
the supply chain.
The ‘step-by-step’ approach ____________________________ 5.2
To introduce e-business activities a subtle approach is acquired. Only when a company is completely e-business
ready, e-business can be successful. The following figure
shows the ‘steps’ in a company’s e-business readiness.

H%XVLQHVV
6XSSO\&KDLQV,QWHJUDWLRQ
7UDQVDFWLRQVVSHHGXS
1HHGV¶ DQWLFLSDWRU\PDQDJHPHQW
3DUWQHUVKLS$JUHHPHQWV
([WHUQDOEXVLQHVV

([WHUQDO&RQQHFWLYLW\$SSURDFK

,QWHUQDOEXVLQHVV

,QWHUQDO&RQQHFWLYLW\6HWXS

0DQDJHPHQW 3URFHVVVHWXS2SWLPLVDWLRQ
0DQXIDFWRULQJ6HWXS2SWLPLVDWLRQ

Figure 9: ‘step-by-step’ approach, Polimeri Europa.
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The figure shows eight steps in e-business readiness development. A company should follow each step before it is
ready for successful introduction of it’s e-business activities.
The first three steps cover the internal business processes. It
includes the manufacturing, management, process and
internal connectivity set up optimisation. In other words:
get your internal processes optimised, before looking at
the external business processes.
After optimising the internal business processes, the next
steps need attention. The following five steps cover the external business processes. It involves the external connectivity, agreements in partnerships, the speed-up of transactions and the integration of supply chains. When all of
these steps are optimised, e-business can be successful.
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The effective use of information is seen to be the foundation of competitive firms in the new Millennium. Information
and communication technologies have also enlarged the
competitive environment and made a truly global marketplace.
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6. Conclusions

e-Commerce tends to mean different things to different
people. For many start-up companies in the business-toconsumer market, e-commerce is a new and powerful
sales-canal. For the ‘old economy’ players in the businessto-business market e-commerce means as much as: “the
enablement of a business vision supported by advanced
information technology to improve efficiency and effectiveness within the business process”.
e-Commerce is essentially a mix of business vision and enabling technologies.
e-Commerce supports the business vision of the future. The
business vision means that e-commerce will become a
fundamental, de facto part of everyday trade and communications. Because of this, new business models need to
be designed. The business model of Jos Vermunt contains
three layers, the resources layer, the information layer and
the business layer. The model integrates new electronic
possibilities (the information layer) and shows that transparency (created by connectivity) creates a new player in
the supply chain, the orchestrator. The model shows that
electronic commerce forces companies to asses where
they currently are in the development stages (see chapter
5, the four stages of development) and to determine a
strategic choice.
Players in the resources layer should chose one of the following options:
➾ Perform “best in class” execution of logistics
processes production, warehousing and transportation;
➾ Expand the product portfolio with execution of additional services for the business owner;
➾ Perform an orchestrator role to manage logistics
processes on behalf of the business owner.
The information layer is seen as the enabling layer. When
choosing for the orchestrator role, players in the resources
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layer should find players in the information layer to help
them with adding ICT tools to the network. Players in the
business layer only have one strategic option:
➾ Perform core activity functions in-house, outsource
activities if you are not able to perform them “best in
class”.
Without the proper strategy, companies can not survive in
this new age. To help companies in making a strategic
choice the F&L working group made three matrices. These
matrices must be seen as examples. They contain some
criteria, which companies should meet, when making a
certain strategy choice. The matrices are listed in Annex 35.
Many organisations who introduce electronic commerce
in their business process (e-business) focus to much on the
“e” and give insufficient attention to the “business”. Electronic commerce, with all its potential applications, can
blind executives to the fundamental strategic and operational issues that need to be addressed before and during
the launch of e-business initiatives. This is why the introduction of e-business activities needs a subtle approach. Only
when a company is completely e-business ready, e-business can be successful (to test the e-business readiness,
companies can project themselves on the figure shown in
chapter 5, the ‘step-by-step’ approach and see how
‘ready’ they really are). Furthermore the company’s business strategy must contain the framework for its e-business
initiatives and answer (at least) the following questions:
❖ What objectives of our business strategy can be digitally
enabled?
❖ Where does e-business fit in our strategic priorities?
❖ How will we interface electronically with our customers?
with our suppliers? with ourselves?
❖ How will we ensure that we have the systems and technological capabilities to implement this vision?
❖ How will we ensure that we have the human capabilities to implement this vision?
❖ What are the priorities among our digital initiatives?
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Some recommendations from the working group members:
❖ Learn by doing (step-by-step approach)
❖ Start with your most intensive processes (( efficiency opportunities)
• Information intensive
• Labour intensive
• High value impact
❖ IT alone is not enough, also look at process redesign, organisation redesign, etc. (see the Polimeri Europa case)
❖ Get/stay informed
• Guest speakers
• F&L meetings
• ......

➾ More recommendations can be read in the Polimeri Europa Case (lessons learned) !!
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Annex 2: Cases

Supply Chain Management Project
Implementation
Formed in April 1995, Polimeri Europa was established for
the development, production, marketing and sales of
polyethylene and olefins in the European market.
Project analysis
When Polimeri Europa started with its supply chain management project, the first thing they to do was: define the
business issues. They asked their selves the following questions: “where are we? and what problems do we want to
solve?”. By answering these questions Polimeri Europa
came to the following business issues:
❖ Inability to reschedule orders to match new stock positions with customer order portfolio on a dynamic basis;
❖ Stock transfers to the wrong locations, or incorrect packaging due to a lack of visibility of the entire supply chain;
❖ Effect of production planning problems on product
availability and inventory levels;
❖ Management decision making process not supported
by I.T. tools, making it difficult to analyse the financial impact of SCM decisions.
This resulted in higher supply chain costs and lower customer satisfaction. The following step was to format a team
to work out the issues. The first task of the team was to define the project goals and to select a vendor (Rhythm) for
the supply chain management project. The following goals
were set:
❖ implement the solution within one year;
❖ improve supply chain performance quickly;
❖ complete integration with SAP.
Implementation approach
The implementation schedule was 12 months with a major
release planned at a 4 month intervals. Polimeri Europa’s
Supply Chain Management Project was divided into three
phases:
❖ Demand Planning, Due Date Quoting and Order
Rescheduling;

i

39

★

★★

★★★
★★★

★

The impact of
electronic commerce
on managing the
supply chain

★★

❖ Allocated Available to Promise and Constraint Management;
❖ Factory Planning.

SCM Implementation Plan
BUSINESS RELEASE
• Factory Planning

BUSINESS RELEASE
• AATP
• Supply Planning
• Logistics Constraints

BUSINESS RELEASE
• Order Rescheduling
• Due Date Quoting
• Demand Management

SCM
Project
Definition

Mar ’99

Jul ’99

Mar ’00

Jun ’00

Business Release 1 was successfully completed in July
1999.
❖ Demand Planner and Supply Chain Planner (selected
functionalities) are operational and integrated with SAP;
❖ Commercial Department is routinely using Demand
Planner with a significant reduction of time and effort
needed to generate forecasts;
❖ Supply Chain Planners are using Due Date Quoting and
Order Rescheduling with increased visibility (when a
problem occurs, SCP generates a list of the affected
customer orders).
Business Release 2 was successfully completed in March
2000.
❖ All internal transportation requirements planned automatically based on real and forecasted orders;
❖ Transportation constraints modelled;
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❖ On line interface between SAP and DF during order entry with AATP (Allocated Available To Promise) capability.
Business Release 3 (Factory Planning) was successfully
completed in October 2000.
❖ All plant/manufacturing resources planned automatically based on SCP planned requirements;
❖ Overnight updating of rolling three months ahead period plan;
❖ Daily rescheduling 7 fine tuning of delivery’s engagements.
The Supply chain licensed software
There are four modules in the licensed supply chain software:
❖ Demand Management;
❖ Supply Chain Planner;
❖ Demand Fulfilment;
❖ Factory Planner.
The Demand Management Module is used by the Commercial Department. It includes:
❖ Sales forecast on historical basis by product/customer;
❖ Monitor forecasts vs. shipments at different levels of detail;
❖ Possibility to check forecast performances (KPI).
The consensus forecast is created through a monthly
process in which the Marketing and the Commercial Area
(Area Managers and Sales Men) take part in different
steps. ➾ “COMPULSORY” INTEGRATION.
The supply chain planner: Proposal of a distribution Plan
considering existing warehouses and plants and based on
constraints:
❖ Distribution (means of transport capacity, calendars...);
❖ Manufacturing facilities and warehouses (safety stocks,
maximum stock, loading capacity...);
❖ Pre-assigned warehouse for delivery.
The better the model is built (constraints), the more reliable
the distribution plan will be. ➾ Flexibility must be taken into
account for the “exceptions” or non-modelled constraints
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Demand Fulfilment: The goal was to improve the customer
service level, increasing the ability to quote accurate
promise dates and meet commitments on time. ( Allocated Available To Promise (AATP) is the new approach to
order fulfilment. Allocation logic enables DF to reserve inventory and planned production, according to pre-defined priorities and business rules.
Factory Planner:
❖ Proposal of production plan confirmed by the “human”
production planner.
❖ Plant constraints that have an impact on the production planning.
❖ The input in the model is the output demand (Orders,
Forecast, Safety stock) of the SCP
The interface between SAP and Rhythm
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The purpose of the interface is to provide the ability to create or change a sales order within the Sap SD module. ➾
When a Sales order is created, the items are passed to the
DF engine, through the interface. Availability checks are
made at the proper level (depending from the Seller hierarchy), and confirmations are sent back to the SAP sales
order.
The interface works in on-line mode using a “bus” tool to
manage the message exchange through Unix. Standard
and customized SAP functionalities are respected. (e.g.:
Delivery block, Credit check, Availability control at Sched-
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ule line category/Order type/Material group level, Partial
deliveries, etc....)
Keys to the success of SCM-SAP integration
Quality: The data related to the planning elements used in
SCP must be updated, accurate and detailed. ( suggested actions:
❖ SAP Data cleaning.
❖ Define an accurate procedure to monitor SAP jobs and
batch-input execution logs.
Velocity: The programs that extracts data from SAP, as well
as the AATP on-line interface, must have an high speed
and performance. ➾ suggested actions:
❖ Manage, on a dynamic basis, only the dataset related
to the current planning elements (Customers, Products,
Sales order, Production forecast, Production order, etc.).
Flexibility: Data about calendars, capabilities, resources, inventory policies, etc., must be stored in additional and
easily changeable SAP tables. ➾ suggested actions:
❖ Store and update the data used in the SCP model only
in SAP tables.
Lessons Learned
❖ Supply chain problems need to be fully analysed before
the project Start-up;
❖ Carefully assess organization impact and new job skills
required;
❖ Significant opportunities exist for organization changes
and improved workflow efficiencies;
❖ Increased emphasis on business strategies allows for
clarification of business targets (service levels, etc.);
❖ Knowledge transfer is critical and requires a strong presence of internal company personnel on the implementation team;
❖ Master data files (eg. product, customer, ..) should be
reviewed regularly to ensure accuracy;
❖ Do not underestimate the need for very knowledgeable
SAP interface personnel;
❖ Involve IT resources early and obtain long term support
commitment.
Time factor:
❖ Keep in consideration “learning time”;
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❖ Interface setup time evaluation is a key point;
❖ Implementation delayed due to other project considerations;
❖ Manpower resources is always a problem.
SCM Future State Design
❖ Maximize the use of SCM software to provide customers
with answers to their availability questions while on the
telephone with customer service;
❖ Use the decision support capability to develop solution
options for rapid response to customer questions or
problems (about their orders);
❖ Use the enhanced visibility of the supply chain network
to prevent problems;
❖ Avoid extra costs associated with non-optimized transportation and production planning;
❖ Automate routine decision making within the software
to allow more time to analyze potential problems before they become actual problems.

44

i

★★★

★

★★

★

★★★

★★

The impact of
electronic commerce
on managing the
supply chain

FAILURE CASE:
Boo.com Burns Out
Keith Regan & Paul A. Greenberg - May 18, 2000
Online fashion retailer Boo.com, a splashy symbol of 1999’s
e-commerce explosion, announced Thursday that it will liquidate its assets after recent failed attempts to get more
cash from its backers or find new investors or buyers. The
high-end clothing retailer, which recently described itself
as “the first truly international e-commerce site,” said it has
hired KPMG to liquidate the company’s assets.
Bedtime for Boo
With 300 employees losing their jobs — and the millions of
dollars invested Boo.com unlikely to be recouped in a
Chapter 7 bankruptcy — Boo.com may now become a
symbol of the shakeout that analysts say will claim more
than half of all online retailers by the end of 2001. Based in
the United Kingdom, Boo.com had offices around the
world, including U.S. headquarters in New York City.
Founded six months ago by three partners — including two
well-known fashion-industry figures — Boo.com quickly
burned through the $120 million (US$) worth of initial capital it raised last year. In recent weeks, the company reported receiving an emergency infusion of $30 million, led
by majority backers LVMH. Unfortunately, the cash did not
come through. Ernst Malmsten, who co-founded the site
with former model Kajsa Leander, told The Financial Times
of London that the company should have kept stronger
control of costs. “We have been too visionary,” he said.
“My mistake has been not to have a counterpart who was
a strong financial controller.”
International Vision
Critics of Boo.com say the retailer focused too much on a
flashy, cutting edge design for its site, which featured 3-D
photographs and technology allowing customers to zoom
in on different parts of a product and dress mannequins in
different outfits.
Some analysts also say that Boo.com spread its initial resources too thin by targeting 18 international markets at
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once. The site is available in seven languages, and offers
customers in most markets free shipping and free returns.
Boo.com also staffed its customer call centres with multilingual representatives.
Initial Stumble
The company had trouble from the start. After just 12 weeks
in business, Boo.com began thinning out its staff, with a layoff of ten percent of its workforce, all the while trying to project an image of success. At the time, the company attributed the layoffs to the seasonal nature of the retail industry.
While the site was novel, innovation did not translate into
sales. Net revenues for the fourth quarter ended January
31st totalled only $680,000 (US$). Although the company
raised $120 million in 1999, it appeared to spend the money
as fast as it received it, advertising in offline magazines such
as Details, Mademoiselle, Glamour and Vibe. By February
2000, the company had lost two of its top executives. Chief
Financial Officer Dean Hawkins left to join Chello Broadband NV, a Dutch Internet service provider. Hawkins’ departure came on the heels of the exit of one of Boo.com’s
three founding members, Executive Chairman Patrik
Hedelin. Even with executives bailing out and technology
which did not always work, Boo.com continued to forge
ahead. A marketing partnership with CDNow was announced earlier this year. Additional pacts with Yahoo! sites
across Europe and others were also unveiled.
Massive Financial Loss
The failure of Boo.com is going to be a harsh sting for many
of its European financial backers, who had hoped to see the
company offer stock in the near future. Initial investors included Europ+web and 21 Investimenti, a private fund controlled by clothing maker Benetton Group. Other backers of
the site included Goldman Sachs, J.P. Morgan, the Benetton
family and Bernard Arnault, chairman of LVMH, Louis Vuitton
Moet Hennessy. As for the value left in Boo.com, Jupiter
Communications analyst Heather Dougherty said in early
May that “there’s potential for a supplier to come in and
grab the technology. Maybe a luxury goods maker, because the way they present merchandise is great.”
Taken from: http://www.ecommercetimes.com/
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Annex 3: Matrix
Trucker

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Criteria for Strategy Choices
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Best in class
Expand Services
Orchestrate
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Size (turnover) Enough to reach Enough to invest
Enough to cover
economies
investments
of scale
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Cash available Limited
$$ to invest
$$ to invest
(invest in assets) in take-overs,
in IT-related
partnerships
company
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
People /
Skilled execution Skilled execution Visionary (* 1)
Management people and
people and
+ manager
management
capable
(execution
management
personal
can be hired)
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
IT Capabilities Personnel for
IT personnel to
IT manager and
optimising
optimise new
personnel with
execution
internal
vision (money
processes
processes
to invest in
(e.g. tracking
(e.g. WMS)
new personnel)
& tracing)
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Specialization Trucking
- Trucking related Trucking related
- Product related (large
customers,
geography)
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Market
Customers
- Customers willing Customers
willing to stay
to outsource
willing to
- Customers
grow with you
demanding
to outsource
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
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––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Strategy choices to make

––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
In house
Orchestrate
Full outsourcing
execution
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Size (turnover)
Products with a
Multiple products
Multiple products
limited growth
manufacturer manufacturer forecast
several strictly
Different
connected
activities for
activities different
products with very products high K.H. content
-Limited K.H.
content
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Cash available Niche
Medium / large
Big diversified
Companies,
Companies Companies /
fully integrated
Numerous
Single Division of
products with
a ../ Single
proprietary
product
technology
Company, with
a low interest in
building
competition
barriers in
downstream
activities.
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
People /
One or few
One or few
Many nonManagement
homogenous
non-homogenous
homogenous
markets
markets
markets
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
IT Capabilities
Enough to cover Concentrate efforts Concentrate
the whole chain in Customers
efforts in
Relationship
Customers
Management and Relationship
Brand Awareness
Management
and Brand
Awareness for
single Products /
Division
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Specialization
Capability to
Capability to
Managers and
execute and
execute and
executives able
manage every
manage every
to understand
activity in value
activity in value
businesses
chain, with a full, chain, and to
evolution, and to
deep K.H. in them correctly judge
correctly judge
the value in
the potential
partner’s potential value in choosing
contribution
an external
Orchestrator
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Market
Efficient/Effective Efficient/Effective
Efficient/Effective
IT Supply Chain
IT Supply Chain
IT Supply Chain
Capabilities for
Capabilities for the Capabilities, with
the whole
whole enterprise,
spread internal
enterprise
with spread internal applications, and
applications, and
strong External
strong External
Connectivity
Connectivity
Capability to third
Capabilities
party’ Supply
Chain
Management
Applications
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Criteria for Strategy Choices
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Annex 4: Matrix
Business Owner
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Annex 5: Matrix
Shipping Line

–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Criteria for Strategy Choices
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Best in class
Expand Services
Orchestrate
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Size (turnover) Enough to reach Enough to invest
Enough to
economies
cover
of scale
investments
(Not applicable
in every case)
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Cash available Limited
Networking and
$$ to invest in
(invest in assets) niche services
IT-related
company
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
People /
Skilled execution Skilled execution Visionary (* 1)
Management people and
people and
+ manager
management
capable
(execution
management
personal can be
hired) no good?
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
IT Capabilities Personnel for
IT personnel to
IT manager and
optimising
optimise new
personnel with
execution
internal
vision (money
processes
processes
to invest in
(e.g. tracking
(e.g. WMS)
new personnel)
& tracing)
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Specialization Expanding to
Value added
Large customer
value added
service
specialisation
services
development
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Market
Service niche
- Customers willing Customers
on special field
to outsource
willing to
- Customers
grow with you
demanding
to outsource
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
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★

★★★

The impact of
electronic commerce
on managing the
supply chain

i

49

★

★★

★★★
★★★

★

★★

AD INTERIM OFFICE
EUROPEAN FREIGHT & LOGISTICS
LEADERS CLUB
Via Tortona, 16 - 20144 Milano - Italy
Tel. +39.02.89423765 - Fax +39.02.83201592
e-mail: felclub@ats.it - www.europeanfreight.org
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www.klmcargo.com

What do you consider to be the
biggest challenge in your business?

Wouldn’t it be good if there was a carrier that offered a
range of distinct and clearly defined services? Where you
knew exactly what you were getting for your money,
whatever the nature of your shipment? Well that’s what
KLM Cargo is all about. Because transparency is the
cornerstone of KLM Cargo’s product range. Whatever the
service you require, and wherever you are, our standards
for dedication and reliability are uniform and consistent.

Transparency?

KLM Cargo stands for Connectivity - linking supplier and
customers.
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