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ABSTRACT

Modern information and communication systems (ICS) contribute to a steady and dynamic
increase of the spatial division of labour among firms. In the context of economic and social
transformations, modern ICS (e.g. internet-based technologies, GPS, RFID) are shaping the
supply of goods in terms of quantities, of temporal and spatial organisation. The resulting
increase in complexity of logistic networks complicates the coordination and control of
transport chains. Up to now, physical and information logistics are often handled as separate
fields of activity. However, more efficient communication and effective provision of the
required information are essential for the management of value chains. And the overarching
research question is whether a paradigm shift in the application of modern ICS allows for a
sustainable organisation of the physical flow of goods.

This paper therefor discusses the influence of modern ICS on the spatio-temporal
organisation of the physical flow of goods through the use of different control systems (e.g.
push vs. pull). It reveals the changing prominence of distribution operations (storage,
consolidation, cross docking, etc.), the types of logistical nodes (distribution centre,
transshipment point, harbour, etc.) and the choice of logistic locations as well as the resulting
traffic generation in time and space.

The analyses show an interrelation between the dominant control schemes of a supply chain,
the effect of ICS and their impact on the spatial structure of production, the generation of
traffic and the environment. A conceptual framework for this interrelation is developed on the
basis of a new understanding of the role of communication and information elements within
logistical systems.

RFID, production system, value chain, transport, sustainability
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INTRODUCTION

The division of labour between different companies and across space has been expanded
and accelerated recently, particularly due to the integration of value added activities. Cross-
company supply chains were developed (Porter 1985, p. 33ff.) and transformed into global
networks (Coughlan et al. 2006, p. 14ff.) as a result of the reduction of trade barriers and the
establishment of global production networks. Thus value adding processes have become
more efficient on the one hand, but also more vulnerable on the other hand. This also applies
to the material flows of physical goods: The more likely bundling effects are becoming, and
the more complex transport chains will be, the more difficult will be the related management
and control of the chains. This is a consequence of rising transport volumes, longer
distances and significantly more complex transport chains. The dynamic changes of
(logistics) network structures — especially tendencies of geographical decentralisation —
supported the increase of the complexity of processes while impeding efficient
communication and sufficient supply of relevant information for central controlling authorities.
The realisation of global flows of goods was mainly driven by the invention of information and
communication systems (ICS), which also influenced the development of spatial structures
(Castells 1996, Dicken/Lloyd 1990, p. 383ff., Schamp 2000, p. 1). Interdependencies
between ICS and spatial developments were recently discussed with respect to the
breakthrough of the Internet and the emergence of Electronic Commerce (‘E-Commerce’),
which is defined as the trade between buyers and sellers using electronic media (Dohse et
al. 2004, Flamig 2002a).

Current studies on E-Commerce deal with the traffic and/or environmental impacts of delivery
services, sometimes under consideration of the spatial dimension. They include conceptual
analyses and ideas about potential correlations between E-Commerce and traffic
(Mokhtarian 2003, Mokhtarian/Salomon 2002, Janz 2001), surveys concentrating on tele-
shoppers (Tacken 1990, Handy/Yantis 1997, Gould 1996, Gould/Golob 1997,
Gould/Golob/Barwise 1998, Luley et al. 2002) and projections of the trips generated by E-
Commerce in relation to the entire commercial traffic volume (TLN 2000). There are also
studies concerning the home delivery of groceries. These studies mostly deal with more or
less extensive simulations of real, precisely defined areas (Cairns 1998, 2003,
Punakivi/Saranen 2001, Punakivi/Holmstrom 2001). Another study examines the emissions
caused by the last mile in different distribution concepts (Orremo et al. 1999, 2000).
Regarding the evaluation of E-Commerce and its impact on traffic, some valuable work has
been done by Cairns (1996). Her study identified a number of related factors and parameters
of E-Commerce. Other studies concerning simulation were based on these calculations and
obtained similar results. Depending on the variables chosen and their characteristics
according to certain scenarios or service models, the simulations indicated that between 50
and 90 per cent of the mileage per unit could be saved by using a delivery service
(Punakivi/Saranen 2001, Punakivi/Holmstrom 2001, Cairns 2003). Palmer's (2001)
calculations lead to the conclusion that, regarding the generation of traffic, a delivery out of
shops was more efficient than delivery via fulfilment centres or distribution warehouses.

Most related studies have in common that the amount of kilometres per delivery vehicle is
compared directly to the amount of private car kilometres saved. Regarding the impacts on
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traffic and the environment, this comparison is incomplete as, for example, an average
private car needs less space and produces less noise and pollutants than the average van or
truck. Therefore, each figure represents a maximum savings potential, as for the purpose of
reducing complexity related assumptions made are not wholly realistic (e.g. a major
substitution of shopping trips by home delivery), and a number of parameters have been
neglected so far (such as alternative uses of the car, exhaust emissions and in some cases
modal-split).

Orremo et al. (1999, 2000) and Punakivi et al. (Punakivi/Saranen 2001, Punakivi’lHomstréom
2001) tried to overcome this deficit by evaluating emissions in rural and urban areas which
are linked to shopping and delivery traffic. Depending on the delivery concept, the potential
of reduction in the case of air pollution varied widely, ranging between 15 and 90 per cent. In
general, both calculations revealed that delivery services are energetically more efficient than
customers’ shopping trips by car.

Studies of tele-options primarily contain empirical data on how far individual and commercial
traffic can be substituted by distance trade. At least regarding the purchasing of groceries it
seems that people, who buy their food online, use their car less (Tacken 1990, Gould 1996,
Handy/Yantis 1997).

Overall only few studies are currently available specifying the impacts of E-Commerce on
traffic and the environment precisely. In particular, no further conclusions have been drawn
so far regarding the impacts of new delivery concepts. In addition, the studies at hand are of
limited comparability, as they differ in their assumptions, e.g. concerning unloading times or
the loading capacity of the vehicles. Discussions focused on changing conditions of
participation and spatial distribution of individuals, companies, cities and regions, not
answering the question of spatial development and its environmental impact as subject to
changing procurement and distribution practices.

More recent studies emphasised aspects such as traffic control and optimisation through the
application of ICS or the increased transport impacts resulting from logistical concepts
through temporal adjustment (e.g. just-in-time), rather than a reduction of transport. Issues
such as mid- and long-term changes of transport- and traffic-networks caused by logistical
modifications appear to be covered quite rarely. Only the role of newly established logistics
nodes as a consequence of E-commerce (pick-up points, packing stations, automats, etc.)
and the related impact on transport and the environment had been modeled
(Taniguchi/Kakimoto 2004, Flamig 2002b).

The invention of ‘Radio Frequency Identification’ (RFID) has raised a renewed interest in
gaining an insight into the related role of technological change with particular attention paid
to a de-coupling of economic and transport growth. By providing technological options for
making goods ‘intelligent’, RFID systems also enable the realisation of decentralised
planning and controlling strategies. The term ‘Internet of Things’ (I0T) has been introduced,
in order to describe the communication between objects and machinery (Fleisch, Mattern
2005).

In this context, the paper deals with the consideration of self-control of logistic processes
through the decentralised co-ordination of autonomous logistics objects. For this, a set of
scenarios is being developed. The guiding questions in this research are: Do intelligent
logistics units lead to introducing a new approach in controlling logistics chains and thereby
change the physical flow of goods and thus over-coming space? The overarching research
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question is whether a paradigm shift in technology allows for a sustainable organisation of
the physical flows of goods.

In order to answer this question, a basic understanding of some principles for controlling
supply chains is required, as they determine the demand for the transport of goods and
potential alternatives (design, mode, utilisation). The fundamental principles will therefore be
explained in more detail below, in order to discuss their influence on logistic and spatial
systems. Also, a basic knowledge of the underlying architecture of the systems of goods flow
is required in order to assess the impact of a changing logistical management on transport
systems. Moreover, the paper touches on the development of information and communi-
cation systems, which are influencing the design and management of value chains and
transport chains. Based on a particular knowledge of steering principles, freight transport
systems-architecture and the related role of ICS, the potential impact of ‘intelligent logistical
units’ on logistic chains, transport flows and spatial developments will be discussed using a
differentiated scenario approach.

PRINCIPLES FOR CONTROLLING PHYSICAL SUPPLY CHAINS

In the 1980s the concept of ‘Efficient Consumer Response (ECR)’ was developed, which
describes the idea of assigning every part of a product to the consumer at any time of the
supply chain beginning at the store check-out. This information is to be forwarded in the
opposite direction of the material flow directly to the producer and its suppliers. This idea
basically follows the ‘Kanban’-principle. Kanban was developed for efficiently organising
production systems, particularly where subsequent units of production call for delivery of
materials from the preceding unit, as part of autonomous circuits of steering. Here, ‘Just-in-
Time (JiT)" or ‘Just-in-Sequence (JiS)’ concepts ensure meeting the demands (quantity, time,
order) of the customers. Further developments are based on the approach of ‘Continuous- or
Efficient Replenishment (CRP/ERP)’ and the ‘Vendor-Managed-Inventory (VMI)’, in which the
supplier is in charge of the delivery process (Cooke 1998). In the case of vertical co-
operation along the consumer goods-supply chain, the approach of ‘Collaborative Planning,
Forecasting and Replenishment (CPFR) in the context of the ‘Voluntary Interindustry
Commerce Standards Association (VICS)’ is being applied (www.vics.org).

By integrating the concepts of JiT, ECR and ERP, a collaborative planning, forecasting and
procurement procedure could be achieved, comprising the entire supply chain. CPFR
extends the concept of ECR by triggering processes of joint and continuous improvement,
also with respect to measuring the quality of data, in order to adjust production and storage
to real-time demand.

According to Chopra/Meind| (2004, p. 54), two main goals were aimded for using the new
steering principles of logistics and supply chain management: the reduction of stocks
throughout the supply chain and thereby the reduction of the so-called ‘Bullwhip-Effect’
(physical efficiency), and also avoiding out-of-stock-situations and associated opportunity
costs (market responsiveness). This is to be achieved by generating minimal costs,
considering storage costs, capital commitment costs and mobilizing economies of scale
(Bowersox 2007, pp.12).

The bullwhip effect (Forrester 1962) describes developing variations in the supply of a certain
quantity of goods, starting with consumers via the retailers back to the producers and their
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suppliers. This also occurs when the demand of consumers at retail is constant. The
activators are deviations of order quantities in relation to the demand, for example, to take
advantage of economies of scale effects (volume discounts, price fluctuations, etc.). The
higher the distance between the particular link in the chain and the final demand (in physical,
organisational, legal) is, the lower is the correlation of the local production with the demand.
The process of steering is determined by two basic principles: first by the temporal
adjustment of the value adding processes (time base) via flow oriented or resource based
(functional) approaches; second by the nature of the order, further distinguished by push and
pull steering modes. The central idea behind these concepts is to reduce or even eliminate
the total stock of product units within the supply chain at a certain time and to produce
customer-oriented goods.

Push or pull Resource or flow oriented

customer order point (COP) Ressource oriented

gt

-m |_make to order
/\ Ressource A Ressource B Ressource C
VOV ~O

Flow oriented

Y & i *—
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make to stock N flow 2
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storage flow 3
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Figure 1: Principles of controlling physical supply chains

In the flow-oriented approach the steering is organised via the time that is required for certain
tasks to be done. The central steering parameter is the lead time which has to be kept at a
minimum. In the resource-oriented approach the steering is organised via the available
capacities of resources and the time that is required for getting certain tasks done; these
capacities can comprise e.g., machinery or staff capacity. In logistic transport systems, this
approach plays an important role for big logistics nodes, such as harbours, freight traffic
centres, goods distribution centres with major warehouses and consolidation outlets. They
tend to be crucial for the functionality of these nodes. However, some specialised interfaces
may only be suitable for meeting very specific demands. A standardised production system,
which is found in the case of hubs of courier, express and postal service providers, is
adjusted to a consistent use of capacity with standardised shipment (dimensions, weight)
and covers only forwarding (no storage or commissioning) and the function of consolidation
for bundled transport.

Steering the supply chain by means of the type of order is closely connected to the point of
time of the individual customer’s order, the so-called ‘Order Penetration Point’ (Sharman
1984, p. 73). At this point the final product is individualised and in most cases its destination
is known. In the case of mass products, the order penetration point is not used for controlling
purposes. In the case of customer-independent production, goods are being delivered out of
the warehouse. The production follows the push-principle, is forecast-based and will be

12" WCTR, July 11-15, 2010 — Lisbon, Portugal

5



The Influence of ICS on Sustainable Logistics
FLAMIG, Heike

steered by a plan outside the production system (Hopp/Spearman 2001, p. 340). In the case
of customer specific products, i.e. in the ship building-industry, the customer is supplied
directly, avoiding storage (contract manufacturing). In such pull-systems, the steering occurs
via the status of the system itself (Hopp/Spearman 2001, p. 340). The programme
manufacturing can be seen as a combination of both approaches. This mostly occurs in
correlation with customer-neutral pre-fabrication. Once the customer order is received, the
product will be finished as in the pull-principle, which is also the basis for the JiT-philosophy
and the ECR-concept. For this order-oriented way of controlling, the flow of information is
directed in the opposite way compared to the flow of goods. For example in the automobile
industry this is daily practice, where the pre-fabrication is customer-neutral while the
completion of the car occurs individually for customers (customizing). Thus for the
programme-manufacturing the push-principle is applied ahead of the incoming customer
order. After the ‘Order Penetration Point’, an individual differentiation of standard products is
performed for the customer following the pull-principle. The aim is to postpone the final point
of the production process in the customer’'s direction (‘product-related’ postponement,
manufacturing or assembly form postponement). On the other side there is the logistic or
geographical postponement (Bowersox et al. 2007, p. 14). Here, differentiated products are
stored in warehouses until the customer order is being received. This approach requires a
fast and safe transport to meet the customer needs.

The selection of the type of controlling highly depends on the value and the quantity of the
product, on possible benefits of economies of scale in the production process, on
manufacturing technologies, on alternatives of competition and on customer wishes
regarding speed and reliability. In practice, combined systems are increasingly being applied.
However, time and costs for overcoming space (transport) are only considered with respect
to modal comparisons, often without questioning the related framework conditions (e.g.
volumes, distances).

NETWORKS FOR OVERCOMING SPACE AND TIME

The increase in cross-company supply chains and networks leads to a growing importance of
the three main logistic functions. Transport serves to overcome space and defines the
connection of space and time between sender and recipient of goods, handling serves to
balance quantities, breaking up large quantities (function of disaggregation) or bundle small
gquantities (function of aggregation) in logistic nodes (harbours, distribution centres, railway
yards, etc.). These also provide storage capacity and overcoming time between the
completion or the procurement of a product and the point of its distribution.
The movement of goods itself is carried out within transport networks (edges). Their spatial
integration is depending on geographical conditions and existing infrastructure. Transport
systems (road, rail, water, air and pipelines) have different qualities in terms of space and
time, different capacities, infrastructures and accessibilities for demand, according to the so-
called ‘values of transport’ (‘Verkehrswertigkeiten’, VOIGT 1973):

Time: speed, punctuality, frequency of transport service, seasonal, regular,

Quantity: mass performance,

Distance: ability to establish networks,

Quality/degree of service: safety, comfort, reliability, computability.
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Beside the infrastructure of transport and the utilisation of edges, the number, form and
spatial distribution of logistic networks plays an important role for efficiency of logistic flows.
Logistic nodes are interfaces, which often appear at company boundaries, when changing
the transport medium, rearranging, distributing or storing goods. Logistic nodes can be
harbour locations in worldwide supply chain networks, central or regional warehouses,
distribution centres, business locations of commercial or industrial enterprises as well as
interfaces between suppliers and end customers or in the transport system itself, like
handling points.

In general it is distinguished between direct and indirect flow systems of goods. Direct flow
systems are characterized by two existing interfaces: one at the origin and one at the
destination of a transport chain. There is no interruption within the supply chain. Instead
goods are transported directly from the sender to the recipient. In direct flow systems the flow
of goods is interrupted by various trade levels, changing loading units, transport routes or
transport mediums in order to bundle shipments (consolidation) and thereby increasing the
efficiency of the system. Thus vehicles can be used to their full capacity or bigger and more
efficient means of transportation can be used.

---------------------------------------------------------------------------------------------------------------------------------------

Point of shipment Break bulk Consolidation
i (goods provision) point point

Point of reception !
(goods utilisation)

direct goods flow indirect goods flow
single-level system multi-level system

Figure 2: Systems of good flows (according to Pfohl 2004, p. 6)

Concerning the transport management, this means that transport is either realized through
direct transport or through grid patterns or so-called ‘Hub-and-Spoke’ (HuB)-Systems. In grid
patterns, handling points are exclusively connected by direct transport. Co-operations in the
case of general cargo are often organized this way. The bundled main transport flows
between two hubs are indicated by the thick arrows in Figure 2, while the thin arrows
symbolize consolidating or distributing transport on the so-called last mile. Courier, express
and parcel services were the first user of HuB-structures. Today a lot of forwarding agencies
or cooperations have two-leveled systems. Only once covering the last mile major
differences can be detected. Depending on controlling via push- or pull-principle, goods on
the last mile are either brought to the recipient or collected by the recipient. In practice many
of these systems are used and sometimes even realised simultaneously. However, some
basic types of systems can be distinguished (according to Holderied 2005, p. 234ff.):

shuttle transport (two opposed routes on the same relation);

triangular- or occasionally quadrangular transports (shuttle transport between three or

four logistic junctions) and

exchange transport (two vehicles on one relation or more vehicles on a junction,

which can only be one highway parking where an exchange of handling units takes

place).
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In the 1990s the flow oriented ‘Cross Docking (x-docking)’ was developed for customers in
the retail business. Today it is an important part of ECR. It is characterised by a direct
transfer from the reception area to the outbound area without existing storage in between.
For one leveled cross docking the loading unit (i.e. the pallet) remains the same, while for
two leveled cross docking (transshipment) the shipment is broken up and commissioned for
example according to branches. Hence the sender does not commission goods according to
branches but according to the cross docking-point. This can however lead to the bullwhip-
effect, which can be avoided by integrating article-based real time information of CPFR. In
order to do so, information and communication systems have to be considered as important
factors.

DEVELOPMENT OF ICS AND THEIR INTERACTION WITH THE
PHYSICAL FLOW OF GOODS

In order to assess and to determine the effects of information and communication systems
(ICS) on the organization of physical flows of goods, the framework model of Krcmar can be
applied (2005). It distinguishes between information management (supply and demand of
information), IC-technologies for communication purposes (transmission, processing and
storage) and information systems (data, processes and application systems).

Information management, which can be understood as information logistics, deals with the
same issues as logistics for organizing material flows: providing the supply of the right goods
(information) in the right quantity and quality at the right time to the right place (customer).
The flows of goods and of information are closely connected. The flow of information can be
organised either in advance of the material flow, simultaneously or afterwards (Pfohl 2004, p.
81):

- information flows situated in advance of the material flow inform about the type, the

quantity and quality of the good, from where to where it is transported, at what costs, by
which kind of transport medium and at what time it is ordered,;

- the information flow which happens simultaneously to the material flow enables the
identification of the good as well as its origin and destination;

- information flows after delivery are required to give and receive feedback about the order

status, the quality of delivery service and to identify the right time for invoicing.

In the context of the so-called ‘digital revolution’ several generations of IC-technology have
been created and applied. Only through the invention of information technologies, various
forms of division of labour in space and time became possible (cf. Flamig/Sjostedt 2003, p.
116ff): At first, independent mainframe computers were used to solve complex problems for
the optimization of processes at a location as well as to store data (Kretschmer 1963, p 137).
The storage of data was performed by exchangeable storage devices, which had to be read
in again when needed. The exchange of data and information was carried out on paper
documents, later on accelerated by the invention of the fax machine, which is still used today
in context of transport logistics, especially for the avis of delivery.
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The personal computer can be seen as the second generation of IT. With its development it
became possible to realize intra-organizational planning and transactions digitally.
Production, exchange relations, and delivery sequences between different locations could
now be planned and controlled at the same time. Thinking in processes could thus be
supported by the required information logistics. As a consequence, the concept of work flow-
management was created. Based on this idea, new logistic concepts such as the JiT-
principle could emerge. Another important step was the development of information
networks, which enabled real time actualization and synchronization of databases between
computers without human interaction. The so-called ‘Electronic Data Exchange (EDI)’ plays
an important role in this area today. It describes the transfer of structured data by agreed
message standards from one computer system to another by electronic means (Schippler
1998, p. 25). Besides the internal cross-linking, EDI allows the cross-linking to and between
external companies. Today, agreed message standards provide unified and transparent
structures for all market participants.

Hence EDI represents an opportunity for the automation of information flows between
companies without facing the risk of media interruption. EDI replaces the manual input and
the printout of paper documents (such as orders, invoices, delivery receipts), which in
contrast to conventional media like letters, telefax or telex, leads to a higher speed of
transmission. Preventing double entries, reaction times and thereby processing times are
reduced. A lower susceptibility to errors and lower costs can be realised. This development
was further supported by the introduction of barcodes and scanning methods. An important
step towards a greater customer orientation could be made by realizing the ECR concept
and thereby by the supply chain-wide co-ordination of good flows and information flows,
leading to a reduction of transport errors.

Further reputation for logistic processes via EDI was gained after the development of the
internet. Browsers reduced the barriers of usability significantly. E-Commerce and E-
Business have emerged. Today, computers are able to illustrate various complex business
processes and resulting physical operations online at the same time. Today’s generation of
information technology allows for the collaborative handling of abstract orders even at
greater distance. At the same time access barriers to information on supply and sale sources
are reduced, which leads to the simplification of establishing remote business relations with
corresponding good flows.

SMART GENERATION

The currently evolving ‘smart generation’-technologies had mainly been made possible by
RFID-applications. Instead of connecting companies, the informatisation and cross-linking of
physical items took centre stage, also known as the ‘Internet of Things' (Fleisch, Mattern
2005). After EDI helped to reduce media interruption in the information chain, RFID now
enables sending information from the physical good into the abstract world of information
systems. The Internet of Things links real and virtual space (Fleisch, Mattern 2005, p. 64) by
uniting informational and physical parts of the supply chain. A new standard, the Electronic
Product Code (EPC), allows for the clear labeling and thus the identification of objects.

12" WCTR, July 11-15, 2010 — Lisbon, Portugal

9



The Influence of ICS on Sustainable Logistics
FLAMIG, Heike

Table 1: RFID-Technology

Radio-Frequency-ldentification (RFID) is a method of communication between a tag, which
is able to transmit as well as to respond, and a writing and/or reading unit with an associated
evaluation unit. The performance of RFID-units is based on its type, its power supply and its
frequency. The type of power supply of the transponder (activ, passiv, semi activ) influences
the possibilities of locating and the ‘intelligence’ of the tags. The frequency influences range
and behaviour in different media. Today, existing systems feature ranges between 1 cm and
300 m. This range can be enlarged, by using space-based global navigation satellite
systems, like e.g. the Global Positioning System (GPS).

RFID systems thus expand the options of logistics chains, particularly regarding identi-
fication, tracking and tracing, quality assurance, billing and modes of control (cf. Table 2).

Table 2: Performance of RFID in the supply chain (following Gronau 2005)

Function Value

Identification Establishing an automated link between environment and object
Track & Trace | Adding information about the location

Quality Linking objects with quality requirements and rules

assurance

Billing Usage-based billing and assessment, pay-per-damage

Control Decentralized control of the logistical channels

By satellite-based positioning, e.g. GPS, it has been possible in retail and commerce for
some time now to locate the flow of goods geographically on edges. Today many vehicles or
transport containers are equipped with GPS. However, the current data, which are submitted
from GPS systems are primarily used by logistics service providers to optimise their fleet,
and only afterwards the information will be made available to shippers and receivers of
consignments. Data on tracking the goods at any time are currently not transmitted instantly.
The exact contents of the cargo unit depend on the reliability of the loading place. RFID
would be able to ensure a 100-per cent certainty about the loaded article.

The coupling of satellite-systems and RFID-systems allows for not only to render those flows
of goods virtually visible, which are resulting from distributed processes, but also to actually
locate the materials at any time; and with an appropriate sensor technology it is furthermore
possible to determine the quality condition and submit it. The flow of information
accompanying the flow of material gains a new quality. By using RFID-systems, products
and goods can be monitored and possibly readjusted throughout the entire flow. Thus, the
self-controlled logistical units are able to provide information on their current location, their
condition or their environment (e.g. temperature) or about singular events (such as strokes
due to an accident) at any time. Intelligent logistical units could navigated through the
logistical channels. They are able to control the vehicle choice locally, because they own the
(real-time updated) information about the place of use. In addition, they could perform the
route planning by themselves. In combination with information about the means of transport
they can optimise tour planning and load factors. Depending on the configuration of the
system, it will be possible to change this information at short notice (cf. anticipatory
information).
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Table 3 gives an overview of the range of additional information that can be provided by ICS
regarding the physical transport - in advance, accompanying and following the material flow.
Besides new information, e.g. concerning the reporting on the permanent local and condition
of the item, the innovation includes that all data can be provided real-time directly at the
logistical unit. Temporal frictions in the transport chain can be avoided, material flow and
storage processes (e.g. at the terminal) can be optimised.

Table 3: Time and type of information through intelligent items in transport chains

Information In advance Accompanying Following
flow related to
physical flow
Document Order Consignment note Invoice
Avis
Current Subject Subject Subject
information Quantity Quantity Quantity
Origin Origin
Destination Destination
Quality Quality
New Article Location of shipment Performance
information Availability Conditions / state of the shipment
> Real time

As part of the next section, the question will be investigated further to what extent the
physical flow of goods as a result of new data handling (such as the use of RFID systems)
can be reorganised and which spatial impacts are to be expected.

A SCENARIO OF IMPACTS OF ICS IN LOGISTICS CHAINS ON
TRANSPORT IN SPATIAL CONTEXTS

Once considering the transport impact and the associated changes in spatial contexts, the
issue discussed is particularly about the ‘intelligence’ of goods between different stages of
added value. Although the (total) order size and production volume can no longer be
determined, the geographic postponement may be refined and cross-docking approaches
continue to gain importance. If RFID-systems are installed thoroughly, it would be possible to
produce full accounting capabilities. Theoretically, it is possible to move the order penetration
point as far as possible into the transport chain, being much closer to the area of distribution
than to the area of production. Prerequisites for this opton are rapid turnover frequencies and
large order-volumes, in order to ensure the most efficient delivery bundling against direct
deliveries. Thus it is conceivable that logistical units, which are still in a cross-docking point,
could be adjusted according to order volumes or locations of delivery.

Concomitantly, such self-controlled logistic units would be able to adjust and control their
‘own’ material flow, on short term and demand-oriented, through the logistics system at
shorter relations or other transport, for example, from the lorry onto the train. By applying the
basic principles of the systems of goods flow (see Figure 2) to the issues outlined here, the
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‘intelligent’ logistical unit needs to decide again whether it makes more sense to form smaller
logistical units (break bulk) or to combine itself with other logistical units to a larger logistical
unit (consolidation). In the latter case, a significant 'pooling potential’ can be mobilized for
increasing the load factor of vehicles, for using larger and thus more efficient vehicles, or for
shifting transport modes in favour of the rail or inland waterway modes.

Due to the increased load factor of road transport vehicles and the more frequent use of
mass transport modes such as rail or barge, respectively, the ecological efficiency along the
supply chain can be improved.

Table 4 provides an overview of possible interdependencies. Starting with newly derived
principles of management and control, exemplary cases of applications and products are
listed. In such cases, the use of new ICS is expected to change the logistical organisation
and the associated spatial and transport impacts can be estimated.
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Table 4: Scenarios of the influence of ICS on sustainable logistics

Scenario A B C D
Product attributes |+ Low value - Middle value - Trendy - High value
- Functional - Functional - Mass product . Customized

- High suitability for
forecasting
- Mass product

- Trendy
- Susceptible to failure
- High product

. Low product
demand (order
quantityl)

- High product demand - Spezialized
demand
Examples Canned vegetables Cell phone Fashion Ship modules
Toilet paper Camera Airplane modules

Medicine technology

Main aim of control

Shorten inventory

Lead time reduction

Lead time reduction

Lead time reduction

RFID-System Passive tag Passive tag [with GPS] | Active tag Active tag with gps

Postponement Geographic Geographic Geographic Manufacturing

Logistics Lower number of Lower number of lost | Lower number of Lower number of

advantages default trips products; reverse default trips default trips
logistics as pull-system

Logistics Consolidation Consolidation Break bulk -

organisation Cross docking Cross docking Cross docking

Routing Routing via notes [Free routing] Routing via notes Free routing

Transport corridors | Modal shift Modal shift No changes Less congestion

Spatial balance No changes Agglomeration Fragmentation No changes

besides quantity

Transport balance

Lower number of trips

Lower number of trips

Increase in shipments

Smaller shipments
with trucks

Emission balance

Emission reduction

Emission reduction

Emission increase

Emission increase
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Scenario A: Replenishment in the retail business: functional products

During the manufacturing of functional or low value products such as toilet paper or canned
vegetables, the production itself is based on the concept of economies of scale. According to
that the actual manufacturing is mainly based on the forecast data. The order penetration
point (see Chapter 2) is situated behind the completion of the product. Therefore the storage
of finished products is initially located near the production centre. With the help of RFID-
systems, differences of quantities which occure at the point of sale (e.g. shrinkage, spoilage)
can now already be detected at the shelf. Related pilot projects are already being
implemented in Germany, for example the Metro Future Store-project pursued by the Metro
AG. In the mid-1990s, Metro took over the management of their logistics chains and has
since then ordered from the factory. Specifically for that reason the Metro Group Logistics
Warehousing GmbH & Co. KG (MGL) was set up. In order to increase the visibility of the
logistics network, Metro uses RFID-technology for realising ‘Smart Shelf’. In addition it uses
the technology for controlling the flow of goods between the distribution centre and the
showroom, at case or pallet level. The smart shelf is a shelf that can identify what item and
what amount is stored. For that reason the shelf is provided with an RFID-reader and each
sales unit has been tagged with an RFID-label. Thus the demand control can be improved
and the availability of goods can be increased.

Real-time data submission from the shelf utilises geographic postponement in the supply
management. Ultimately, this contributes to cutting the distances travelled by the
commodities, since these can be allotted more short-term, consumption oriented, which is
also more in-line with the real demand. It is thus also achieved that unnecessary items are
not transported, hence the traffic volume is being reduced.

Scenario B: Replenishment in the retail business: products of higher value

Passive tags are already used for high-quality products on the item level; for example there
is the showcase of the Otto Group, who already applies this technology. Cell phone,
cameras, etc. are equipped with a bar code combined with a passive tag, added to each
good at the distribution centre. The goods are stored in a separate, locked picking location.
After the activation of the picking and distribution process by the customer's order, it is now
possible to trace the path and the exact localization of the goods. Therefore loss rates can be
reduced and in the case of eventual recalls by manufacturers, customers can directly be
contacted.

The use of RFID systems significantly improves providing information related to the flow of
material. This makes it possible to completely reconstruct the life-cycle of an item and its
components; thus more detailed information can be provided, for example in the case of
claims, liability issues, call-backs, etc. Reverse logistics operations, which are closely related
to call-backs, can now be more efficiently organised as a pull-system. By using GPS, the
exact position of a good can be localized. Flows of goods thus can be better concentrated in
time and space; the conditions for a shift to other transport systems like rail or waterway are
being improved.
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Thereby the spatial performance of the logistics system can be improved as well, e.g. once
many separate lorry trips can be combined or bundled, following the hub-and-spoke
approach, and the long haulage is shifted to mass transport modes. This standardisation and
the associated further automation of transport and handling can allow for a higher
concentration of traffic on a few highways and a few logistical nodes, such as large sea
ports. Due to the bundling of transports close to the customers, transport efficiency will be
increased.

Scenario C: Replenishment in the retail business: ‘trendy’ products

In the case of ‘trendy’ products any data based on concrete business experiences is missing,
and thus the forecasting options appear limited (e.g. in the case of textiles) and the
production begins according to the pull-system, after receipt of the order. Starting with the
first re-order, RFID-systems may allow for placing these textiles at the precise point of sale or
consumption according to demand. The tags will deliver the required information concerning
the future time of demand in the subsequent stage of adding value.

If the logistic unit also possesses the information on which transport modes (truck, ship, train,
airplane) it can be transported in the available time frame (and offer the required capacity),
then it would be possible to use alternative means or routes for transport, identified by the
logistical unit. A sufficient time window may allow for significant modal shifts. Transport
related environmental impacts might be reduced.

Scenario D: Customized products

A different development is expected in the case of the batch size one. Here, the production
begins according to the pull-system after receipt of the order. This means that for all parts,
assemblies and modules that are required according to the order penetration point, both, the
precise quantity and geographic location within the following steps are already determined.
RFID-systems can contribute to increasing the quality and the reliability of the manufacturing-
process. This is also associated with lower transport costs, since only those goods will be
transported that are actually needed. Due to the increased value of such goods, it is likely
that (even more) smaller consignments with smaller (road) vehicles will be transported.
Consequently, this will raise the related transport and environmental costs.

Scenario E: Management of means of transport, GPS

Currently the identification of the goods flow is taking place in nodes, usually in a warehouse
of a shipper or a recipient, and also in a terminal (distribution centre, port, etc.). In the long
term it will be possible to install the appropriate reading units not only in the logistical nodes,
but also to integrate them into the modes of transport. Regarding the road transport system,
toll bridges could be used; in the railway system, the reading units could be installed at the
rail tracks; for the inland waterway the installation on bridges would be conceivable. Data
exchange is ensured by global positioning systems (GPS) mentioned above, in order to
detect road vehicles beyond the highway as well as ocean ships and airplanes.
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Through the use of isolated, passive tags, the physical flow and thus transport activity can be
recorded at a reading station or a gate. The monitoring of the tag commences in the
distribution centre where it is recognized at the dispatching point and ‘married’ with the
vehicle. In the central computer system this information can be linked with the information on
the content of transport. The further assessment and monitoring will take place as usual by
detecting the bar code. Hence, it is limited to the track-and-tracing process. However, it will
be possible to recognize at the reading gates whether the planned routing is still useful or
not. For instance, in this case traffic jams caused by clogged transport axes can be avoided.

DISCUSSION AND OUTLOOK

The aim of logistic management approaches is the system-wide increase in efficiency and
effectiveness of the processes along the logistical channel, in order to improve customer
benefits and contentment. The approaches pursue the reduction of stocks in general and of
the bullwhip effect in particular, and the reduction of processing times at minimal cost. The
related performance is strongly influenced by the use of the three logistics functions -
transportation, handling, storage - and the manipulation time (editing, commissioning).

The new ICS improve communication across the entire logistics chain, thus fluctuations and
variations in the supply and demand will be reduced, as well as the sales order can be
fulfilled in a shorter time. ICS now allow for (real-time) transmissions, the (mass) storage and
the (automated) processing of information flows, which are situated upstream, associated
and downstream with regards to the material flows.

However, the dynamic changes of the logistics network architectures that are currently being
observed — particularly the tendency of spatial decentralisation — may increasingly hinder
efficient communication and the allocation of the required informations to the so far installed
central units of management, planning and decision making. This may contribute further to
an increased complexity of the logistics processes. Though the rising demand for
communication — in the light of the likewise increasing complexity — requires a high level of
flexibility and adaptability of the logistics processes. This can hardly be achieved by centrally
organised systems of information and communication.

One solution is usually seen in the decentralised self-controlling of logistics processes. Here,
with the help of new information and communication technologies, such as RFID tags,
positioning systems and wireless communication networks, the planning and control
processes can be transferred to the physical flow of goods, which in particular can show their
advantage in pull systems. This decentralised control combined with the demanded flexibility
requires active transponders. The price today, however, is significantly higher than of other
embodiments. Because of the high costs which are associated with the introduction of RFID-
technology, the current fields of application of this technology are conceivably fields, which
need to provide evidence for the high process reliability and consistent documentation of
health or safety features (food, drugs, requiring documentation components, etc.). Other
fields of application include a closed loop system, which ensures the reuse of the more
expensive chips. Regarding passive tags, there is a certain reservation — mainly within retail
trade — with respect to a widespread use on all products.

Advantages offered by RFID-systems will be significantly useful at the level of replenishment,
which currently takes place at the retail outlets (the point-of-sales), by scanning the barcode
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according to the pull-principle. The central warehouse-management system triggers orders
based on sales data, supplemented by additional forecasting informations (e.g. on leakages,
scrap or possible changes in demand, caused by weather or other singular events, e.g.
holidays, sports events). In ideal cases, these data may also trigger manufacturing activites
in upstream stages of the value chain.

Basically it must be assumed that functional or low-value goods tend to be equipped with
simple, passive systems, and that high-quality, innovative products will be equipped with
more complex and active systems. When, however, loss rates are taken into account, more
items will be subject to a continuous tracing. The same issue applies to the cases of sold out
products, high cost of manual price displays (without RFID) and physical inventories as well
as cost savings through fully automated cashier operations.

Nevertheless, a truly 100 per cent-service level cannot be realised concerning the category
of every day consumer goods, apparently promising the delivery of the right product in the
right quantity at the right time, at the right place, in the right quality and at the right price. The
order lead time, if not the production time, includes even for ‘batch size one’ consignments
the delivery by the producer to the point-of-sale. This depends - among other variables -
mainly on the geographic distance between two places, which can not be nullified even by
RFID systems. All in all, the geographic postponement is gaining momentum, since ICS
tends to adjourn the routing of single commodities into the transport chain.

The scenarios as discussed in this paper have made obvious that by developing and
applying ‘intelligent logistic units’, certain improvements can be achieved, namely a reduction
in the number of mislead transports, a higher load factor of delivery vehicles and a short-
term, individual choice of transportation and choice of route. In a nutshell: With the help of
intelligent logistic units, the transport costs and the associated environmental impacts can be
reduced significantly. For this purpose, transponders are not necessarily required. Rather,
the different value chains need to be connected in terms of information; the same applies to
the logistic service providers. The related information management should provide for real-
time data and allow for flexibility in response to changes that may occur at short notice. It has
become clear that nowadays the physical flows of goods are as diverse as the world of
commodities appears to be. In this respect it is no surprise that, concerning transport and
environmental impacts, the particular way of orchestrating the value chain seems to be
essential, rather than the degree of application of new technologies.

Depending on which ‘intelligence’, which objectives, requirements and rules are being
assigned to the logistic unit, the spatial and environmental effects can be negative. This is
particularly the case once certain logistical volumes are being centralised, storage levels will
be reduced and, at the same time, more small consignments will be transported. Thus it
would become necessary to create even more major logistical nodes and mega-hubs,
located at just a few places nationwide, respectively in Europe and possibly blocking much of
motorway capacity. Other logistical edges (transport infrastructure) and hubs (e.g. ports) may
become more important when there are capacity constraints on those goods flow relations
which will be commonly used for transport.

In the near future the flows of goods and the use of space through the new ICS will not
change, as initially the improved refresh period and locating of logistic units will be of great
benefit for the actors. In the long term it is conceivable that flows of goods will be spatially
redistributed, once capacity constraints occur on certain routes, such as traffic jams or other
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congestions, e.g. due to a lack of handling capacity at ports. Then it is possible that not only
alternative relations will be chosen, but that in general a switching toward faster modes of
transport will be a more viable option.

Equally, a slow-down or deceleration-effect can occur, if the purchasers of products no
longer specify a certain delivery date, but define a broader time window which is in line with
their demand but more relaxed in terms of transport management. As a consequence, the
units could make ‘independent’ decisions according to the now broadened time frame,
adjusting transport mode, route choice and delivery date. Overall, such adaptations could
provide for a more environmentally friendly pattern of transport.

These first qualitative considerations reveal that by developing and applying new information
and communication systems, both possibilites - traffic reduction and traffic generation - may
be associated as possible side effects of the application of ICS. Hence, based on these
findings further research will be required, first in order to test the conceptual model presented
here empirically, second for deriving thorough conclusions that may result from the practice
of ICS for policy and planning. Because of the missing large scale implementation of
‘intelligent’ items or units it will take some time to further observe and evaluate the scenario
developed above in the reality. To overcome this lack of implementation, as well as to be
prepared for the future and to avoid possible negative burdens on the spatial development or
on the environment, the quantification of the developed scenario in a systems dynamic
model will be essential.

REFERENCES

Bowersox, Donald J.; Closs, David J.; Cooper, M. Bixby (2007). Supply chain logistics
management. 2. ed., internat. Ed. — Boston, Mass. [u.a.]. McGraw-Hill/lrwin.

Cairns, S. (1996). Delivering Alternatives. Successes and Failures in Providing Home
Delivery Services for Food Shopping. In: Transport Policy Vol. 3 No. 4 1996, 155-176.

Cairns, S. (1998). Promises and Problems. Using GIS to analyse shopping travel. In: Journal
of Transport Geography. Vol. 6 No. 4 1998, 273-284.

Cairns, S. (1999). Home Delivery of Shopping. The environmental consequences. Working
Paper 1999/5. ESRC Transport Studies Unit, Centre for Transport Studies University
of London. London 1999.

Cairns, S. (2001). The Traffic Impacts of Home Delivery Services for Groceries. Empirical
Findings. ESRC Transport Studies Unit. University College London. London
November 23rd 2001.

Cairns, S. (2003). Mehr Verkehr durch Zustelldienste des Lebensmitteleinzelhandels? In:
Jessen, Johann et. al. (ed.). B2C Elektronischer Handel — eine Inventur.
Unternehmensstrategien, logistische Konzepte und Wirkungen auf Stadt und
Verkehr. Opladen 2003. 265-294.

Castells, M (1996). The Information Age. Economy, Society and Culture. Vol. I. The Rise of
the Network Society. Blackwell. Oxford.

Chopra, S.; Meindl, P. (2004). Supply Chain Management. Strategy, Planning, and
Operations. Pearson Prentice-Hall.

Cooke, J. A. (1998). Into the Great Wide Open, In: Logistics Management and Distribution
Report, 37. Jg., Nr. 10. 84-87

12" WCTR, July 11-15, 2010 — Lisbon, Portugal

18



The Influence of ICS on Sustainable Logistics
FLAMIG, Heike

Coughlan, Anne T.; Anderson, E.; Stern, L. W.; EI-Ansary, A.l. (2006). Marketing Channels.
7. ed. New Jersey.

Dicken, P.; Lloyd, P.(1990). Location in Space. Theoretical Perspectives in Economic
Geography. 3. Ed. New York: HarperCollins.

Dohse, D.; Laaser, C.-F.; Schrader, J.-V., Soltwedel, R. (2004). Raumlicher Strukturwandel
im Zeitalter des Internets. Ed. Wistenrot Stiftung. 1. Ed.. Wiesbaden.

Flamig, H. (2002a). Lebensmittelhandel tber das Internet — Vor allem eine logistische
Herausforderung. ECTL-Workingpaper No. 12, Hamburg 2002.

Flamig, H. (2002b). E-Commerce in der lebensmittelbezogenen Prozesskette.
Ausgebliebene Effizienzrevolution. In: Okologisches Wirtschaften, 3-4/02. pp. 16-17.

Flamig, H.; Sjostedt, L. Gutertransport als Bestandteil von Supply Chains. Neue Anfor-
derungen durch E-Commerce und E-Business. In: Jessen, Johann; Lenz, Barbara;
Roos, Horst J.; Vogt, Walter (Ed.). B2C Elektronischer Handel — eine Inventur.
Unternehmensstrategien, logistische Konzepte und Wirkungen auf Stadt und
Verkehr. Leske + Budrich, Opladen 2003. 114-129.

Fleisch, E.; Mattern, F. (Ed.) (2005). Das Internet der Dinge. Ubiquitous Computing und
RFID in der Praxis. Springer Verlag, Berlin, Heidelberg 2005.

Forrester, Jay W. (1962). Industrial Dynamics. 2 Auflage. MIT Press: Cambridge (Mass.).

Gould, J. (1996). Driven to shop? The role of transportation in future home shopping. Centre
for Marketing Working Paper No. 96-801, London Business School, London
September 1996.

Gould, J.: Golob, Th. F. (1997). Shopping Without Travel or Travel Without Shopping? An
Investigation of Electronic Home Shopping. In: Transport Reviews. Vol. 17 No. 4
1997. pp 1-36.

Gould, J.; Golob, Th., Barwise, P. (1998). Why do people drive to shop? Future Travel and
Telecommunication Trade-offs. Presentation for Transportation Research Board
Annual Meeting, January 1998.

Gronau, N. (2005). Prozessorientiertes Wissensmanagement: Strategien, Methoden,
Erfahrungen und Werkzeuge. Gito-Verlag, Berlin.

Handy, S.; Yantis, T. (1997). The Impact of Telecommunications Technologies on Non-Work
Travel Behavior. Working Paper Southwest Regional University Transportation
Center. Austin.

Holderied, C. (2005). Guterverkehr, Spedition und Logistik. Oldenbourg. Miinchen.

Hopp, W; Spearman, M. (2001). Factory Physics. McGraw-Hill Higher Education, New York.

Janz, O. (2001). Mehr Verkehr durch E-Commerce? — Eine Analyse der Auswirkungen des
E-Commerce-Wachstums (B2C) auf den Verkehr. In: Zeitschrift fur
Verkehrswissenschaft. Vol. 72, No. 1 2001, pp. 48-69.

Krcmar, Helmut. Informationsmanagement. 4. Auflage, Springer, Berlin, 2005.

Kretschmer, ,G.. Datenverarbeitung mit kleiner elektronischer Anlage. Zeitschrift flr
wirtschaftliche Fertigung. 59 (1963) 3

Luley, T.; Bitzer, W.; Lenz, B. (2002). Verkehrssubstitution durch Electronic Commerce? —
Ein Wirkungsmodell fir die Region Stuttgart. In: Zeitschrift fur Verkehrswissenschaft,
73. Jahrgang, Heft 3, 133-155.

Mokhtarian, P. L. (2003). A Conceptual Analysis of the Transportation Impacts of B2C
E-Commerce. University of California, Davis. Paper presented at ‘Stella — Sustainable

12" WCTR, July 11-15, 2010 — Lisbon, Portugal

19



The Influence of ICS on Sustainable Logistics
FLAMIG, Heike

Transport in Europe and links and liaisons with Am.Jatte. Consolidation and
Exploration Meeting Focus Group 1 — Globalisation, E-Economy and Trade. Bruxelles
April 24-26th 2003.

Mokhtarian, P. L.; Salomon, I. (2002). Emerging travel patterns. Do telecommunications
make a difference? In: Mahmassani, H. S. (ed.). In Perpetual Motion. Travel
Behaviour Research Opportunities and Application Challenges. Pergamon/Elsevier,
pp. 143-182.

Orremo, F.; Wallin, C. (2000). IT, food and environment. Analysis of Environmental
Consequences in electronic commerce of groceries. Presented at IT-for en battre
miljo? Naturvardsverket Stockholm 000223. Stockholm.

Orremo, F.; Wallin, C.; Jonson, G.; Ringsberg, K. (1999). IT, mat och miljé6 — En
Miljokonsekvensanalyss av elektronisk handel av dagligvaror [IT, food and the
environment]. Lund (Institutionen fér designvetenskaper, Lunds Tekniska Hogskola).

Palmer, A. (2001). The effects of grocery home shopping on road traffic. Report to the Retall
Logistics Task Force. O. J. 2001.

Pfohl, H.-Chr. (2004). Logistiksysteme. 7. Auflage. Springer, Berlin.

Porter, M. E. (1985). Competitive Advantage. Creating and Sustaining Superior
Performance.. New York.

Punakivi, M.; Holmstrém, J. (2001). Environmental performance improvement potentials by
food home delivery. NOFOMA 2001 conference proceedings; or
www.tuta. hut.fi/fecomlog/publications.

Punakivi, M.; Saranen, J. (2001). Identifying the success factors in e-grocery home delivery.
In: International Journal of Retail and Distribution Management. Vol. 29 No. 4 2001.
http.//www.tuta.hut.fi/fecomlog/.

Schamp, E. W. (2000). Vernetzte Produktion. Industriegeographie aus institutioneller
Perspektive. Wissenschaftliche Buchgesellschaft. Darmstadt.

Schuppler, D. (1998). Informationsmodelle fir Uberbetriebliche Prozesse. Frankfurt.

Sharman, G. (1984). The Rediscovery of Logistics, Harvard Business Review,
September/October.

Tacken, M. (1990). Effects of teleshopping on the use of time and space. In: Transport
Research Record 1285. 89-91.

TLN (2000) Transport en Logistiek Nederland. Nieuwe wijn in oude zakken. Pleidooi van
Transport en Logistiek Nederland voor meer ruimte voor het vrachtverkeer om de
groei van de nieuwe economie op te vangen. Zoetermeer.

Voigt, F. (1973). Verkehr. Duncker Humblot.

Wallace J. Hopp, Mark L. Spearman (2000). Factory Physics: foundations of manufacturing
management; 2nd ed.; McGraw-Hill Higher Education.

12" WCTR, July 11-15, 2010 — Lisbon, Portugal

20



