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1. Executive Summary

This report represents the product of a long period of enquiry and engagement with key

stakeholders from across the Australian logistics industry led by the Australian

Logistics Council (ALC) and a group of national transport and logistics (T&L) industry

stakeholders (fAithe Sponsor Groupo)esandhe i n
The process of planning, scenarios for the future shape that supply chains in Australia could take in the next

implementing and controling ~ decade.
efficient cost effective flow a

storage of raw materials, in . . . . .
procesaventory, finished goc 1 N€ Feport highlights a number of key influences, forces and drivers that the Australian

and related information from  T&L industry is currently experiencing that the Sponsor Group believe will remain
of origin to point of consumg . L . he d d head. Th h id .
the purpose of confirming to ~ CONStant or may increase in intensity over the decade ahead. Through a consideration
customer requirements. of these influencing forces the Sponsor Group has developed a roadmap for the

journey that Australian supply chains will take over the next decade.
Key forces and influences that will shape the supply chain of the future include:

A External economic, environmental, social and political pressures are combining and
growing in influence to force stakeholders to reconsider existing business model
assumptions;

A Impending risks to the continuity of energy supplies require stakeholders to
recognise the commercial, economic and social sustainability impacts that will need
to be addressed,;

A Emerging internal pressures from across the T&L industry are driving participants to
challenge existing business and technical operating assumptions in search of
competitive advantage; and

The Future Supply Chains 2 Global supply chain trends are placing new pressures on regulatory frameworks. A

project has been supported failure to adapt will see the_ T&I___industry Ios_e cost efficiency, value effe_ctiveness
Australian Commonwealth and environmentally sustainability; all of which would have an adverse impact on
Governmasita project of inter the international competitiveness of the Australian economy.

Step-change thinking and industry-wi de i nnovation is requirec

supply chains are to be both economically productive and environmentally sustainable.

The Sponsor Group believes that the Australian T&L industry can learn and prepare for

the future by considering thought leadership generated by authors and groups in other
countries and economies. The Sponsor Group considers the work of the Global
Commerce Initiative (GClI) in Europe over t
Supply Chain2016 6 st udy, p r o pdrspextse thanrequirgstfurthea n d
consideration - recognising the unique challenges and characteristics of the Australian
environment.

A major theme of the European Future Supply Chain 2016 study was the need to
increase6col |l aborationd between stakehol ders i
warehousing and data. Within the Australian context it is recognised that there are

existing leading edge examples of collaboration that demonstrate how these

approaches have been practically applied in our economy. However, the Sponsor

Group also appreciates that the size of the industry and competitive environment in

Australia mean that further collaboration would have far reaching regulatory

implications that need to be explored and addressed e.g. national competition laws.



To accelerate the process of leading change in the T&L industry an Australian version

of the European Future Supply Chain 2016 s
Supply Chai nswa2@askdl withperviewjngtieetEuropean study and

working with T&L industry stakeholders to consider how recommendations, which

applied within Europe, may translate into the Australian context. In exploring the

applicability European of recommendations and strategies the Future Supply Chains

2020 project also sought to identify issues that would require further consideration and
engagement from broader industry representatives, the community and all levels of
Government.

The Future Supply Chains 2020 project commenced work in early 2010 with an
innovative collaborative workshop involving a broad cross-section of industry
stakeholders. In the workshop stakeholders were tasked with reviewing and assessing
how recommendations from the European Future Supply Chain 2016 study could be
applied in Australia.

Whilst many aspects of the European study were considered by workshop participants
to be immediately applicable, there was clear recognition that more work would be
required on four areas of interest that related specifically to the Australian context;
these were:

>\

Remoteness and regional issues;
High urban density;

New delivery modes e.g. home shopping; and

> > >

Collaboration in the supply chain in the face of historical commercial and regulatory
constraints

The European Future Supply Chain 2016 study necessarily adopted a Euro-centric
industry view of what the shape and function of future state supply chains might be.
The Future Supply Chains 2020 project leveraged the work completed by the logistics
sector in Europe and tailored it to the Australian context.

To accelerate the process of change the Future Supply Chain 2020 project worked with
stakeholders to define how the differences identified between the European model and
the Australian context could be bridged. This saw the team draft proposed future
Australian supply chain models that were designed to aid discussion and debate, not to
offer a precise or definitive view. Having completed a drafting of potential future
Australian supply chain models the project identified a number of recommendations
that would be required to support and enable the development of future supply chains,
these were:

A Recognition that various supply chain modes operate in Australia and the impact of
future strategies need to be explored in the context of these supply chains e.g.
urban, regional, rural and remote as well as bulk and unitised freight;

A Nationally significant infrastructure support is required for T&L to be able to develop
productive future supply chains and to support sustainable national outcomes;

A Appropriate and progressive urban planning is required to balance community,
commercial, transport and freight needs, especially in our major cities;



A There is opportunity for the industry to collaborate and innovate new business
solutions; adopting more collaborative ways of working. This will require regulatory
reform to be aligned with industry reform across all Commonwealth, State and
Local Government jurisdictions;

A New models of competition may deliver long term commercial viability beyond the
T&L industry and may positively impact all other industry sectors e.g. retail,
services and manufacturing;

A Innovative technologies will be required on a large scale e.g. Information and
Communication Technologies (ICT) have the potential to build new economies of
scope and scale;

A Reframing of supply chain design and thinking will accelerate solution development
e.g. looking at novel technical solutions that may inspire further economic
opportunity;

A To be positioned to reflect broader stakeholder needs a balanced scorecard of
measurements is required taking into account energy usage, carbon impact, and
freight volumes. Supporting effective implementation of the measurements will
require new reporting tools and technologies; and

A Establishment of pilot demonstration projects in all key areas will be required to
explore practical actions that can lead to changes in supply chain practices.

The Future Supply Chains 2020 Sponsor Group worked with industry stakeholders

from across the country to better understand issues and build solutions. To progress

these proposals requires broader testing and engagement across communities and

governments to further explore applicability and thereby improve their effectiveness.



2. Introduction

2.1 Purpose

The overall objective for the Future Supply Chain 2020 project was to leverage the
work from the European Future Supply Chain 2016 report and develop a fit for purpose
view of possible future Australian supply chains reaching out to 2020.

2.2 Approach
The approach used to develop this report involved the following:

A Industry research;
A Collaborative workshops with industry stakeholders; and
A Utilisation of leading practice examples to assist with development.

This is the first iteration of the report; further iterations will be completed following
stakeholder consultation around Australia. The final report will then be provided to
industry and government to prompt discussion and influence policy decisions to ensure
that Australia has a sustainable supply chain.

2.3 Background i Why undertake this initiative?

In 2008, the ALC convened the first national T&L Environment Summit in Melbourne.
It was convened in response to growing concerns amongst ALC members over the
price and source of energy, and the potential for major legislative reform in pollution
controls and carbon emission reductions. At the time ALC members were concerned
that the forces at play may lead to the introduction of a carbon tax, in one form or other,
that could significantly impact and challenge the business models and operating
assumptions on which the T&L industry was based.

The key outcomes of the Summit were:

A Agreement that the debate on climate change is over, and the industry needs to
manage the consequences of the coming change;

A Price and source of energy is important in relation to total transport and logistics
costs i 40% of transport costs are energy related;

A Environmental considerations are mainstream industry issues, and no longer
confined to special interest groups;

A Commonwealth, State and Territory governments and international trading blocs
are looking at Emissions Trading Schemes (ETS) and Carbon Pollution Reduction
Schemes (CPRS). These will have an important impact on the T&L industry; and

A The industry should not wait for a legislative regime to be imposed and then
respond through reactive compliance strategies. The industry needs to become
proactive, take climate change seriously and begin to shape the policy agenda.

To shape the sustainability policy agenda, the Summit argued that T&L must continue
its positive track record of industry self regulation. In line with the national retail and
safety codes, the industry should set the benchmarks in environmental matters. These
benchmarks should then be presented to Government for consideration as the basis for
future policy.



At the 2009 ALC Annual Forum, industry participants were introduced to the findings

from the 2008 ALC Environment Summit and to the outcome of the European Future

Supply Chain 2016 report. Significant statements made in the 2016 report have had an
influence on policy in the global supply chain industry. The ALC Forum agreed to

support an initiative to explore the work of the European group as it might apply to
Australia, under the working title AFuture

Following the 2009 Forum, the ALC Board worked with others to create a Future
Supply Chains 2020 Sponsor Group which comprised the ALC, the Australian Road
Research Board (ARRB), all State based members of the Australian Freight Council
Network (AFCN) and the National Transport Commission (NTC). The Sponsor Group
decided that the Australian Future Supply Chains 2020 project was to be established
under the leadership of Dr Daryll Hull, Chair of the Sustainability Group of the ALC
Board.

It was agreed that the Australian Future Supply Chains 2020 project would use a
similar approach to develop its solution as was used in Europe. The international
consulting firm Capgemini, who worked with the European group, were engaged to
assist in the Australian project.

A national event to begin the initiative was convened in Melbourne in March 2010,
where 40 senior supply chain industry, government executives and research support
staff spent a long day developing the initial brief for the project.

Through the Future Supply Chains 2020 project, the T&L industry is seeking to re-
frame the debate on energy and environment in supply chains in Australia. The project
proposes possible new ways of looking at supply chains, solutions and lays out a
consultation and communication strategy to take to government and industry.
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3. Future Supply Chain 2016

3.1 Overview of the Future Supply Chain 2016 Project

In the face of mounting evidence that the supply of low cost energy could not be
guaranteed and that continued exploitation of fossil fuels would not be economically,
environmentally or socially sustainable the GCI commissioned research to understand
more about the nature of the challenges that Europe faced and develop potential
solutions to these issues.

To develop a 2016 vision for the future supply chain, a project was commissioned by
the GCI and the global consulting company Capgemini, in conjunction with 24
companies from the retail and consumer package goods industries across Europe.

The Future Supply Chain 2016 project was tasked with defining new ways that supply
chains could operate in Europe and to find solutions to the growing social,
environmental and economic pressures facing the industry.

3.2 Factors Driving Change Globally

To construct a new model for future supply chains, the GCI began by considering the
external and industry forces that were influencing supply chains in Europe and were
expected to continue and grow in intensity over the next decade. The factors driving
change included external forces and industry trends. Figure 1 below provides an
overview of the drivers.

New markets and new
economic balance

Economic

Sustainability and the
scarcity of natural resource:

Ecological

Managing complexity
through transparency

Driving the value chain

Regulatory

New rules, new complianc}

Demographic

Greying and urbanisation

Py,
Odllcl. F/o
Redesigning supply chains

Explosion of informationﬁkNew Technologies

Figure 1- The

Drivers of Change: External and Industry Trends




3.3 External Forces Driving Change

The Future Supply Chain 2016 project worked to define and explore the external forces
that stakeholders believed would continue to influence and shape the future direction of
European supply chains, these included:

A Economic trends: new markets and a new economic balance: Brazil, Russia,
India, China, Africa and Korea will be major markets to consider in the coming
years. Each of these markets will evolve at a faster rate than that experienced by
economies in North America and Western Europe. There will also be changes in
the balance between local and global sourcing;

A Ecological trends: sustainability and the scarcity of natural resources:
Sustainability will be a prime consideration for future scenarios. The industry will
need to convince consumers that it is operating in an ecologically responsible
manner. The 2007 Bali Treaty and other political initiatives are challenging the
industry to define breakthrough solutions by 2020. Preserving energy, raw materials
and other resources including water will become crucial aspects in future supply
chains, as costs will likely remain volatile and supplies will continue to dwindle;

A Demographic trends: ageing and urbanisation; the future will be dramatically
changed by shifting demographics, such as the ageing of Western countries and
the increase in urban population. For example, it is projected that 51.3% of the

worl dés population wild/ be urban by 2010
A New technology trends: explosion of information: Mo o r’ eib contihua te
l’\:?hg hfisteoro Zf Coanau‘t';’n scale the effects of new technologies in ways never before seen. For example,
harduare. Sty the 2w RFID technologies will play a big role in the future. In addition, the adoption and
relates to the number of use of new technologies by consumers and shoppers (in home, in stores, on-the-
transistors that can be plas go) will grow rapldly, and

inexpensively on an integr
circuit. The law states that A Regulatory trends: new rules, new compliancy: In addition to consumer
number of transistors will ¢ d . A . h
approximately every two y pressure an companiesd own growing emph:
governments will enact more regulations, particularly targeting areas such as
sustainability. This will be undertaken by government and regulatory bodies at
different levels: local, national and international. In addition, some current labour
regulations may need to be repealed (for example, for more flexible working times)
to allow infrastructures to be used to their full capacity with less stress on the
environment.

3.4 Industry Trends Driving Change

A number of key industry trends were identified that will affect the future of supply
chains, particularly in the areas of consumer behaviour, information flow and product
flow. The key difference between external forces and industry trends is that the
industry has a greater ability to shape the change. Examples of industry trends
included:

A Consumer behaviour: driving the value chain; Consumers and shoppers will
continue to become more demanding and empowered. In fact, they will become
active partners in the supply chain and will directly drive product development and




replenishment. They will increasingly interact (including ordering and buying) via
different channels (online, in-store, mobile) and will require other delivery
mechanisms besides the stores, including neighbourhood distribution and home
delivery;

A Product flow: redesigning supply chains; New industry challenges necessitate
new supply chain solutions. Urban structures will require special attention. Current
transportation and infrastructures are increasingly congested and hamper the
required service levels. In addition, energy prices and government regulations (for
example, relating to city distribution) will have a significant impact on transportation.
The industry will need to rethink how products are distributed; and

A Information flow: managing complexity through transparency. Supply chains
in the future will be even more complex than they are today. Companies will need
to determine how best to work together to effectively match supply with demand.
Open information sharing will be an important foundation to help companies
anticipate dynamic consumer demands. Collaboration should focus on areas of
common interest, without affecting the competitive positioning of companies. This
will also become a competitive advantage to organisation that successfully adapt.

3.5 The Vision for 2016 i Future Supply Chain Model

Building from understanding of external drivers and industry trends the 2016 team
worked with stakeholders to frame future supply chain architecture that will assist in
bringing new efficiencies and cost reductions. The model below (Figure 2) highlights
the need for new solutions for present and emerging challenges including urban and
non-urban supply chains. A consistent theme present throughout the future supply
chain solutions identified is the need for new collaborative ways of working throughout
the entire supply chain.
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Figure 217 The 2016 Future Supply Chain7

3.6 The workings of the 2016 Future Supply Chain

A The future model will be based on multi-partner information sharing among key
stakeholders: consumers (the originators of the demand signal, either from home or
from a store), suppliers, manufacturers, logistics service providers and retailers;

A After production the products will be shipped to collaborative warehouses in which
multiple manufacturers store their products;

A Collaborative transport from the collaborative warehouse will deliver to city hubs
and to regional consolidation centres;

A Warehouse locations on the edge of cities will be reshaped to function as hubs
where cross-docking will take place for final distribution;

A Non-urban areas will have regional consolidation centres in which products will be
cross-docked for final distribution; and

A Final distribution to stores, pick-up points and homes in urban and non-urban areas
will take place via consolidated deliveries using efficient assets.

3.7 Supporting consumers in a sustainable way
How can the Future Supply Chain 2016 support consumers to be served in a
sustainable way?

Current supply chain designs are primarily aimed at improving on-shelf availability,
reducing cost and supporting sound financial figures (i.e. ROl or return on brand
equity). In the future, the industry must design for additional parameters including CO2
emissions reduction, reduced energy consumption, enhanced traceability and reduced
traffic congestion. The impact of these new parameters on the current bottom line may
not yet be substantial but will grow over the next decade during which efficiency
improvements will be realised.

Supply chain strategies need to look ahead and give priority to broader sets of
parameters than have been accepted in the past. All stakeholders in the supply chain
will need to play their part to accomplish this change. Consumer awareness and
demand for new products and services will also accelerate the adoption of new
practices.

3.8 Building the future supply chain
How should the industry build the future supply chain and what are the components?

The GCI identified the key elements that must be taken into account by the industry in
order to implement the supply chains of the future, these include:

A Solution areas: The solution areas cover existing and emerging challenges and
are focussed on physical supply chain innovation. Seven key solution areas were
identified:

1. In-Store Logistics: including in-store visibility, shelf-ready products, shopper
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interaction;

2. Collaborative Physical Logistics: shared transport, shared warehouse,
shared infrastructure;

3. Reverse Logistics: product recycling, packaging, recycling, returnable
assets;

Demand Fluctuation Management: joint planning, execution and monitoring;
Identification and Labelling;

Efficient Assets: alternative forms of energy, efficient/aerodynamic vehicles,
switching modes, green buildings; and

7. Joint Scorecard and Business Plan.

A Leading practices: Examples of existing leading practices need to be integrated
into models of the future to show how enhanced value can be delivered; proving
the concepts and sharing what others have achieved to accelerate the pace of
change.

A Application to example supply chains: Simplified supply chains are used to
demonstrate how the new supply chain model can work and how it can be adapted
to individual companies. In each case, appropriate new solutions are posed, taking
into account the main characteristics of the example supply chains.

A New ways to calculate the impact on the supply chain: These calculation
methodologies, using the new parameters, are an essential element of the future
supply chain in determining the impact of the leading practices and solutions.

3.9 A New Model for Enhanced Collaboration

Integrating these improvement solutions together with collaboration concepts into a
cohesive model will provide the future supply chain architecture that will help bring new
efficiency and cost reduction for the industry. This analysis demonstrates how the
different solutions should be considered in relation to each other, and makes it clear
that a big impact on the parameters can be made when the following concepts are
merged and implemented:

A Information sharing i driving the collaborative supply chain;

A Collaborative warehousing;

A Collaborative city distribution (including home delivery and pick-up); and

A Collaborative non-urban distribution (including home delivery and pick-up).

While individual examples of these concepts already exist, the key to their broader
implementation across the industry will be improved collaboration. Improving such
collaboration demands new ways of working together in the physical supply chain, a
framework for which has been developed by GCI and is being addressed under a
separate initiative. The total impact of this supply chain redesign (even taking into
account the usage of current transport and storage technology) could potentially:

A Reduce transport costs per pallet to the order of more than 30%;
A Cut handling costs per pallet to the order of 20%
A Reduce lead time by 40%; and



The future supply chain
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A Lower CO2 emissions per pallet to the order of 25% whilst also improving on-shelf
availability

The outcomes listed above do not include additional energy cost savings stemming
from more efficient assets such as green buildings and fuel-efficient/aerodynamic and
jumbo trucks. These benefits and others are expected to be achievable when all the
elements of the future supply chain are in place. The future supply chain is expected to
provide clear benefits for our society, for the industry, for individual companies, and
ultimately for consumers and shoppers.

3.10 Critical Changes Need to be Made®

A True collaboration will be imperative. The coming years will see a new era for
industry collaboration, which will become an important factor for future success. In
many cases, this will require companies to rethink their areas of competitive
advantage. Some business areas that are now considered to be core differentiators
may well become candidates for collaboration with competitors, such as
replenishment in inner cities. In addition, industry collaboration will be essential to
encourage governments to enact more appropriate regulations.

A Supply chain managers will need new capabilities. Addressing all of these
challenges will require new ways of working, new tool sets and thus new supply
chain management capabilities. New types of supply chain managers will look not
only at efficiency, but will also understand the potential of innovation and
collaboration. The mindset regarding the current management capabilities should
be changed in order to realise the vision. Achieving this new mindset will require
additional training and development of new skills and tools. Education programmes
should be set up to address these behavioural issues and to develop a new
approach to leadership.

3.11 Key observations from 2016
The key observations of the Future Supply Chain 2016 report included:

A There are challenges ahead that will force companies to change their operation;

A There is a need for breakthrough change, as the past does not reflect the future the
industry will face;

A The innovation that currently exists in the form of new solutions, leading practices,
example supply chains and new ways to calculate the impact of the new
parameters on the supply chain need to be embedded into new models;

A Enhanced collaboration will be essential for all parties in the supply chain; and

A The recognition that now is the time for a step change to a future model leading to
sustainability and new business opportunities.

3.12 Taking the Next Steps with 2016

The realisation of the collaborative concepts that comprise the 2016 future supply chain
architecture will require a number of initial next steps, driven by industry leaders. These
steps include:




A Establishing buy-in to the vision by a group of key stakeholders (such as leading
retailers and manufacturers, mayors of large urban areas);

A Validating the conceptés business case Wi

A Piloting the concept with industry leaders (or possibly leverage and enhance
existing pilots); and

A Evaluate the implementation and share lessons learnt.

3.13 Why is 2016 important to Australia?
The work of the Future Supply Chain 2016 project is important to organisations
involved in Australian supply chains because:

A 1t provides the basis for step-change thinking;
A It reflects industry global leading practice;
A number of components directly correlate to the Australian context;

> >

There are components of the 2016 report that, with modification, can relate to the
Australian context; and

>\

The 2016 report can be used as a starting place from which to identify unique
characteristics specific to the Australian context that require separate exploration

The balance of this report concentrates on the unique Australian characteristics
specific to the Australian context, and seeks to identify opportunities and next steps to
address these.



4.

Australian Future Supply Chains 2020 Project

4.1 |Initiating the Future Supply Chains2020 project

To kick-off the Future Supply Chains 2020 Project a national event was held in
Melbourne in March 2010 to review the European 2016 Study, capture learnings and
assess applicability of the model to the Australian context.

The event was conducted in Capgeminiés Acc
Melbourne, Victoria. The ASE is a creative work space in which a unique methodology
is applied to accelerate business decision making and the creation of innovative
solutions.
The Scope of the event was fAbuilding susta
with the overarching objectives of leveraging the work completed in the future supply
chain 2016 to:
A Determine the optimal future state of sustainable supply chains in Australia by
2020;
A Identify the gaps between the current state and optimal future state model of
sustainable supply chains; and
A Determine principles and/or recommendations for bridging the gap.
To accelerate the process the workshop agr

assumptions from which the work would be undertaken, these were:

A The Future Supply Chain 2016 study is a European industry view of what the future

state needs to be and we will leverage it;

A The fAoptimal future statedo picture we

debate, not to offer an exact or definitive view; and

A A well established national and state based regulatory framework exists across
Australia, but the purpose of this forum is to challenge the constraints in the
framework.

It was understood that the outputs of the event, along with this report, would be used

as input into capital city and stakeholder consultation around the country. The intent of

this wider consultation was to involve a variety of T&L people in the process and

incorporate local ideas. The outputs of which were to be included in an updated report

and distributed to all stakeholders involved.

The final conclusions would then be shared with State and Federal Governments to
assist with the framing of policy decisions and provide approaches for partnering to
support effective implementation of changes identified through the process.

The roadmap envisaged by participants at the national event for the Future Supply
Chains 2020 Project is shown in Figure 3 below.
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Figure 3: The Roadmap for the Future Supply Chain Project 2020

4.2 Stakeholders involved with the project

The Australian Future Supply Chains 2020 project workshop involved a broad cross-
section of stakeholders; participants at the event included:

A Ben Church Bluescope Steel

A Ben Newton Woolworths

A Brett Campbell  Graysonline

A Chris Brooks Woolworths

A Chris Mangan Queensland Multi Modal Freight Council (QMMFC)
A Chris Purcell OneSteel

A Daryll Hull ALC/Transport and Logistics Centre (TALC)

A Dave White Capgemini

A David Salisbury  Australian Competition and Consumer Commission
A Derek Harris Aust Rail Track Corp

A Gemma Gordon Macklin Transport

A Greg Spiker QANTAS

A Helen Newell Asciano
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lan Hunter

lan Ross
Ingilby Dickson
Michael Haines
Michael Kilgariff
Neil Findlay
Neil Murphy
Neil Wong
Nigel Jesson -
Peter Swan
Philip Petersen
Richard Jones
Rose Elphick
Stewart Jones

National Transport Commission (NTC)

Australian Logistics Council (ALC)

Bluescope Steel

Westgate Ports

Australian Logistics Council (ALC)
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4.3 Similarities and differences between Europe and Australia in applying 2016
The Australian Future Supply Chains 2020 ASE event leveraged the work completed
by the European Future Supply Chain 2016 project. This work was used as a basis
from which optimal future state sustainable supply chains could be defined in Australia.

The workshop began by seeking to identify areas of commonality and areas of
difference in the contexts at play in Europe and Australia. This analysis was completed
on four areas:

A

A
A
A

Key regulatory trends,

Industry trends,

Collaboration model

External forces

The following table provides a summary of this assessment of similarities and
diffrences identified by ASE participants.



Components that Components need Components that Whatis missingin

relate to Australia change to relate to are not applicableto  Australia and
Australia Australia recommendations
LG ECTIETGIYARC IS = Information share = Home delivery models | = Duopolymodel,not = Physical networks
trend improve = Retailsupply competitive = Seaand Air
= Demographics, = Trackingand = Challengesin = Call for action plan
simple and related compliance collaboration = Third party logistics
Transportand DC = Role of third party impact
consolidation logistics information = Vehicle technology
= Rail- interstate, but exchange = Network model, matrix
notmetro = Demographic growth and city
= Retail trends = Labourmarket = infrastructure deliveries
Industry Trends = Retailmodel = Need to expand = Density of = Exportrural and mining
appropriate and across state lines to population/ disperse supplychains
= ProductFlows somewhatin place nationaltask population = Alternatives or
= Consumer Information = Recognise 24/7 = Different starting environmentto foster
operations in pointfor change innovation
Europe, nothere = Clear solution to
reflecting our labour congestion
markets = We want to change the
regulatory framework to
supply chain focus, not
optimise efficiency within
existing framework
Collaboration Model = Willingness = Supply Chain = Spread of players in = Nomention of urban form.
= Sustainability influence at each industry Integrated land
= Scale relates seniorfexecutive useftransport planning
= Buyerbehaviour = Recognition ofbuyer = Infrastructure inefficiency
{push verses pull) behaviourfinfluence existsandis an
= 95% of report impedimentto freight task
= Step changes for CO2 growth
External forces driving = Challenges are the = Accommeodate growth = Our model needs to = No mention of urban form.
change: same of non-traditionalcities| considerdiverse Integrated land
= Increased data = Clarify the supplychain| urban customers - useftransport planning
* Economic analysisandsharing | concemed 800km’s againstbuk | = Infrastructure inefficiency
* Ecological = City-edge hubs = Australia perhaps export ports in exists and is an
= Demographic akeady further down remote areas impedimentto freight task
the adoption path growth

4.4 Detailed Future Australian Suppy Chain Models

The European Future Supply Chain 2016 Report provided a compelling view for the
future direction of supply chains and the ASE patrticipants concurred with the direction
and model of interaction described. However, the ASE participants also recognised
that the Australian context has a number of unique challenges that need to be
considered in light of the 2016 report.

To ensure a sustainable T&L industry into the future, Australia needs to address some
of its challenges in addition to those outlined in the 2016 report. These unique
Australian challenges include:

A Remoteness and regional issues;

A High urban density;

A New delivery modes (e.g. home shopping); and

A Collaboration in the supply chain in the face of historical commercial and regulatory

constraints.



Participants at the March 2010 ASE event agreed that it was important for the
Australian 2020 models to adopt a fit for purpose future supply chain vision applicable
to the Australian market. Participants also decided that whilst there were many
similarities between model requirements for Europe and Australia, supply chains in
Australia needed to be considered further. To achieve this participants then prioritised
areas of specific concern to the Australian industry and went about examination and
focused work on the three models below (As Figure 4 highlights).

A The Rural and Remote Model;
A The Urban Model; and
A The Collaboration Model.
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Figure 4- Australian Adaptation of the Supply Chain Model

During the ASE event participants worked to explore and address challenges found
with applying the 2016 European concepts to Australia, by developing the supply chain
models for Australia. The following passages in this report provide an overview of the
definition of each of the new segmented models, with explanations of why they are
applicable to the overall Future Supply Chains 2020 vision, and the key design
principles that support the segmented models.



4.41 The Rural and Remote Model
The 2016 report described a key component of the future state model as being the
Non-Urban Supply Chain.

Remoteness and Rui

Figure 517 Non-Urban Supply Chains

When a well-developed conceptual frame such as the 2016 report is created it can be
tempting to seek to adopt it without further testing, in order to progress the debate and

make in-roads into driving change. However, the Australia T&L industry is a critical
enabler to economic sustainability and a v
GDP. As such, Australiads unique circumst
the most significant challenges to any conceptual frame for Australian supply chains,

being our Remoteness and Rural Issues.

Rural and Remote regions of Australia were defined by workshop participants as being
those locations with:

A Low population density
A Low level of current service

A Limited population size

The national ASE event developed a cohesive future state model for Rural and Remote
supply chains. This process began by examining the current situation for Rural and
Remote freight logistics. It was decided that due to the established and productive
nature of this dimension in the current Australian supply chain context, the status quo
should remain, and the future state model out to 2020 need not be radically different
from the current state. Innovation and collaboration are embedded as key business
drivers in these supply chains. Refer to Figure 6 below for the Rural and Remote
model.
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Figure 6 1 The Rural and Remote Model

However, whilst recognising the current state model is effective and productive the
team did identify, a number of prioritised opportunities for improvement and
observations of the Rural and Remote model including:

A

A

In the area of collaboration, particularly with regard to deep sea ports and bulk
commodity movement. Enhanced collaboration will provide open access and
broader economic benefits to the community;

The consolidation of local logistics providers and resource sharing will enhance
rural and remote supply chains. Factors in this consolidation will include the number
of providers, seasonality and the nature of produce, the role of the existing logistic
providers supporting the supply chain;

Improved visibility of information regarding supply and demand to enable the ability
to consolidate and smooth demand to ensure sustainable distribution;

Better utilisation of current resources and infrastructure (grain silos, mining assets)
would provide significant improvement;

Increasing fuel cost and the potential for road tariffs would drive new demand and
opportunities for domestic sea and rail infrastructure development;

New technology in alternate and efficient fuels will improve the sustainability of
routes where trucks are the only option;

For local point-to-point transport in remote communities there will be limited
change; and

Load consolidation and resource sharing along with infrastructure maintenance by
2020 will make a difference.

Gaps



Within the workshop discussion, gaps were identified that require additional work
based on situations that rural and remote areas are currently facing; these included:
A Bottlenecks in the bulk chain;

A Under-capitalised infrastructure; and

A Poor visibility of product flow.
Recommendations

To successfully adopt and implement the proposed model for Rural and Remote 2020
supply chains, the group recommended focusing on:

>~

Greater Collaboration;

A Greater Investment where appropriate by government, private enterprise and Public
Private Partnerships; and

A Consolidation of, and better access to, data.

All recommendations will be discussed in both the private and public sector to assist in
building sustainable rural and remote supply chains by 2020.

Jrban 4.4.2  The The Urban Model

An Urban area has a hig The 2016 report described a key component of the future state model as being the
population density and \ Urban Supply Chain, particularly focusing on high urban density and new delivery
human features in comg

to surrounding areas. models.

Figure 31 Urban Supply Chainso

Australia is one of the most urbanised nations in the OECD with projections for ongoing
population growth in the established large coastal conurbations.

? Source: Future Supply Chain Report 2016



AAt 30 June 2007, 64% of Acity.tBBy 2056ithasrpsopadlrtiorvie d
projected to increase to 67%.

Whilst some of the practical distribution challenges found in Australian centres will be
similar to cities in Europe and North America, a critical difference is the current lack of
existing infrastructure and the degree of growth expected in some of our cities.
Australian Bureau of Statistics (ABS) projections show a 10% growth in population to
be likely for Melbourne and Sydney by 2020 and centres such as Perth and Brisbane to
experience 114% and 116% growth respectively by 2056.

Event participants recognised the unique challenges facing Australian cities and
defined 2020 Urban model to apply for locations within a built-up area of a city,
including

A Suburban activity
A Centralised business zone
A Decentralised support areas

The participants focused on developing one cohesive future state model for Urban,

Inter-Urban and Regional (including Import Chains), refer to Figure 4 below. It was

recognised that whilst it may not be possible to implement the proposed model in its
entirety by 2020, there is a desire amongst stakeholders to immediately commence
taking the necessary steps towards the future state.

INWONG : The UPBAN  WTee-UBAN & PeGIoNAL

Figure 41 The Urban Model*
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To create step change towards sustainability of supply chains, there needs to be a set
of guiding principles for the movement of freight in the urban domain. These principles
were defined by the group as being:

A Large volumes r-eiglue d esypysioameywotrilising rc
methods;

A Medium volumesl irkgaigwstéemsaimoving regul a
transport modes; and

A Small volumebi keédmévemehkhts, requiring f|

Dedicated infrastructure and techniques will also be required to support efficient
movement of goods. This may include the use of consolidated warehousing and
transport operations to service urban and regional consumers, and reducing
congestion for private vehicles by removing freight off major roads at peak hours.

Challenges

The challenges that will be faced in adopting the urban model include:
A Designating suitable Freight nodes: these must be centred within key freight activity
districts adjacent to the major freeways and rail lines connecting to the Port,

A Defining and constructing the dedicated corridors. By sitting the nodes at the
intersection for major roads and rail lines, it should be possible to create the
corridors using paths along, over or under the existing reserves at least cost. Once
built, these corridors will remain a vital piece of infrastructure into the future as
freight will always need to be moved physically across town to where people live
and work;

Remove the need for multiple handling;
Design models and infrastructure that reduces the number of kilometres travelled;

Provide the incentives to reduce CO2 and energy use; and
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Improve safety and environment and reduce the overall lead time.
Gaps

A number of gaps were identified between the current state and the future state of the
urban model, these included:

A Robust information on pricing, logistics and behaviour and it implications for freight
movements and urban environments;

A Policy alignment between urban planning, transport, pricing and infrastructure; and

A Industry standards, to ensure consistency in multiple areas including information
exchange, transport technology and materials handling.

Recommendations

To successfully adopt and implement the proposed model, the following is
recommended:

A Raising the profile of freight with policy makers at all levels, ensuring that it is firmly



on the agenda; and

A To ensure the viability of this future state sustainable supply chains model, we also
recommend that it be placed in the context of a longer-term vision, beyond 2020.

These recommendations must be discussed in more detail in both the private and
public sector to assist in building a sustainable Urban supply chain by 2020.



4.4.3 The Collaboration Model
The 2016 report described a key component of the future state model as the

Collaborative model. Collaboration was defined as partners working together and
sharing information to resolve a common problem.

Figure 91 The Collaboration Model in Supply Chains™

Australia has been described as being a
European settlement Australian economic development has been dependent on
models of collaboration that have enabled at times vast distances to be overcome.
Throughout the twentieth century low costs of energy enabled forms of collaboration to
become less critical to the development of the economy. Individualism and open
competition ranged supreme.

Lessons from the 2016 report are that the Australian economy cannot continue to
assume viability based on open market models, in the face of upward pressure on the
price of energy. As such the economy may face increased pressure to find ways of
collaboration in the future, whilst also finding ways to deal with potential regulatory
consequences of organisations sharing infrastructure, facilities and data; all of which
may have impact on competition, when viewed from the current paradigm.

There are two distinct types of import and export tasks that are important to Australia:

A Unitised Cargo
A Bulk Freight Movements

In the ASE workshop participants worked to define what the future shape of these
forms of import and export tasks would look like when applying higher levels of
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collaboration and increased application of technology. Figures 10 and 11 below
illustrate how participants saw the future of these two forms.

Figure 11 - The Collaboration Freight Model Part 2

Participants at the ASE event discussed and came to conclusion that a major change
required to deliver the enhanced collaboration required by 2020 was the increased use
of information technology and improved sharing of information and data across the
value chain. Taking the concept the concept of infromation sharing further the groups



discussed and defined a virtual shared logistics management systems which is shown
at Figure 12.
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Figure 12 - The Collaboration Freight Model Part 3

Participants recognised that there is an opportunity to smooth and develop more
sustainable freight movements by improving the visibility of the import and export
freight. This would enable the small and medium sized enterprises (SME) and end
consumers to be actively involved in the supply chain process. To deliver this outcome
there would need to be improved use of information technology with, the adoption of
open standards and service providers.

In addition there needs to be recognition that there are physical and land use issues in
the current port arrangements and the import and export model needs to be considered
in the wider context of both movements into urban and remote environments.

Gaps
A number of gaps were identified in adopting greater levels of collaboration in the
Australian T&L indutry, including:

A There are not enough ports in suitable locations, thereby causing congestion,
inefficiency and environmental impacts;

A Freight connectivity is lacking between hubs and distribution centres; and
A The technology, protocols and standards, and wider access to information
technology inhibits ability to share information

Recommendations



To successfully adopt and implement the proposed model, the following is
recommended:

A Improved land use planning;

A Development of a Virtual Shared Logistics Management System (VSLMS), with
open access; based on standards and protocols;

A Development of a national freight strategy to include all relevant nodes; and
A Greater partnership between the public and private sectors.

4.5 What is required to enable us to take the next steps?

To deliver the systemic change required for Australia to develop sustainable supply
chains there needs to be substantive transformation to how the industry perceives
itself, operates internally, engages with stakeholder groups and is supported by critical
enabling infrastructure.

On the basis of work completed to date, the Sponsor Group believes that there needs
to be further specific development in each of the three unique Australian supply chain
models to:

A Develop a fit-for-purpose vision for the future supply chains; and

A Undertake effective supply chain segmentation to identify all participant groups
For change to be effective in the industry there will need to be a shift in mindsets and
work practices so that solutions can be embedded, examples include:

New home delivery models and retail supply methods are required,
Improvements are needed to tracking and compliance;

Third party logistics will need to be involved in the information exchange;

Improved transport and distribution centre consolidation is needed; and
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Supply chains need to expand across state lines to be a national task.

To enable mindsets and work practices to change there is a need for improvements to
the physical, digital and collaborative infrastructure:

A Physical transport networks including road, rail, maritime and aviation infrastructure
needs to be upgraded,

A Improvement in vehicle technology, roadside and trackside facilities, and smart
infrastructure, including intelligent transport systems are required;

A Improved human capital management including better workforce planning and skills
development, improved industrial relations and productive workplaces and
continuing professional development for managers and supervisors;

Network model, matrix and city infrastructure deliveries need to be adopted,;
Freight logistic congestion needs to be resolved employing new solutions;

Land use policy needs to be reviewed to better integrate freight logistics planning;

> > > >

Infrastructure inefficiency exists and is an impediment to freight task growth 17 the

Africtiono in the system and the fAchoke



A Non-traditional cities and regional centres need to grow to deliver a truly national
freight network.

4.6 The challenges we will face in leading change

Leading change is not easy; it can be an extremely difficult and challenging role to play.

At the heart of the challenge is a mindset
made ussuccessful t o date will not make wus succes
the ASE event recognised that Australia is at a point where to be successful in

delivering sustainable supply chains for the future we cannot allow ourselves to design

a future that is a reflection of the past:

A The challenges ahead of our industry mean that to prosper companies will need to
change their operations and adopt new bu:
nothingd option

A To transform into sustainable supply chains there is a need for new ways of
thinking and new solutions. Innovation that currently exists in the form of new
solutions, leading practices, example supply chains and new ways to calculate the
impact of the new parameters on the supply chain need to be accelerated and
brought into the mainstream;

A Enhanced collaboration will be essential among all parties in the supply chain;
including between competitors where new |
roadd need to defined with regulator sup|]

A Now is the time for a step change to a future model leading to sustainability and
new business opportunities; and

A New objectives need to be agreed with participants in the supply chain with
progress towards successful implementation being agreed and performance
measure reported to all stakeholders.

Much was achieved by industry participants in the ASE event in laying the foundations
for transforming the T&L industry in Australia. As with all strategic change of this
nature leaders firstly face the need to define and design solutions, then the challenge
of implementation. Whilst there is more work required to complete a detailed design for
sustainable supply chains the journey has begun.

For the Sponsor Group to successfully take the next steps and complete the detailed
design it is imperative to carefully plan how to engage with stakeholders and involve
them in the process of building momentum b



5.

Leading Change

The Sponsor Group has worked with stakeholders from across the T&L industry to
build a common understanding of the drivers for change and influences that are
already impacting the industry. Together with stakeholders the Sponsor Group have
co-designed views of the future direction Australian supply chains will take by 2020. In
the process of completing this work much goodwill has been generated and an aligned
group of stakeholders has been created. Making change happen will require the
Sponsor Group to engage more broadly at all levels within industry, governments and
regulators to build understanding of the case for change and the projected pathways
this will take the industry.

5.1 Building the case for change

At a conceptual level there has been broad alignment amongst senior industry
stakeholders on the case for change. Whilst achieving alignment and consensus of the
conceptual frame is a significant step towards effecting change, it is the first step on
what will become a broader transformation journey.

For broad systemic change to be achieved there will need to be a planned stakeholder
engagement approach that will seek to engage, position the case for change and build
commitment to making substantive change required to deliver the sustainable supply
chains the Sponsor Group have defined as being required to support the future health
of the broader Australian economy.

To execute a stakeholder engagement process the Sponsor Group has identified three
broad stakeholder segments:

A Government;
A Industry; and
A The Community

Working with participants at the ASE event in March 2010 the Sponsor Group defined
an approach for engagement and communication to support building the case for
change.

5.2 A plan for broader engagement

Participants in the ASE event recognised that much had been achieved but there was a
need to take this work further to progress a process that would lead to broader
systemic change for the industry.

To achieve this change participants agreed there was a need to produce a definitive
report that captured the co-designed perspectives developed by stakeholders in a form
that would be used as an input into the broader change agenda. To this end
participants agreed the Sponsor Group should produce this current report as both the
definitive record of the event and as a document that would capture the points of view
of participants and leading thinking behind the co-designed solutions recommended.



This current report has been written to become an initiator of dialogue more broadly, to
highlight issues and to offer solutions to government, industry and the community. In
particular, the report will be used to:

A Support devel-toppmernposoefd ar edgfuiltat ory fr amew

A ldentify and prioritise the need for Nationally significant infrastructure; and

A Generate dialogue for appropriate urban planning outcomes for all stakeholders.

5.3 Structured approach to engagement

To facilitate effective engagement the Sponsor Group have defined the stakeholder
engagement roadmap that illustrates the process of engagement activity that will be
undertaken to test, validate, inform and build commitment for change.

Stage 1 Stage 2 Stage 3

National View Capital City Insight Road shows
Future Supply Chain Events Future Supply Chain Engagement Industry Engagement

We are
here
Mobilisation of Publish the Run Capital Engage State Consolidate
National Future Supply City Workshops Governmenton Capital City
Steering Group Chaiin 2020 to test concepts State based feedback to
National report of future state findings inform National
sustainable report
supply chains
Run the Event Engage Consolidate Engage with Provides
and gain Government, Capital City industry and medium to
consensus share findings, feedback to other key mobilise
highlight next inform National stakeholders sustainability
steps report debate in
Transport&

Logistics

5.4 A strategy for communicating the case for change

To initiate and execute a process of engagement participants in the ASE event
developed a communications strategy structured around each stakeholder segment.
This approach to communications is represented in the table below.



Communications Strategy

Government Toachieve the goals of a suitable regulatory framework, nationally significantinfrastructure support,
and appropriate urban planning, the Sponsor Group, togetherand separately, will use the
‘Sustainable Supply Chains 2020’ Reportas the unifying documentaround which to engage
govemnmmentstakeholders including:

The Council of Australian Governments (COAG);

The Ministers of Transport{ATC);

The Standing Committee on Transport(SCOT); and

Allied Industry Associations including the Australian Trucking Association and the
Australasian Railway Association.

Industry Tobuild understanding, supportand commitmentfor change from participants in the industry the
Sponsor Group, togetherand separately, will use the *Sustainable Supply Chains 2020’ Reportas the
unifying documentaround which to engage leading industry participant organisations in:

= Supplychain;

= Manufacturing;and

= Retail.
In addition the Sponsor Group, togetherand separately, will also communicate to industry
associations including:

= Business Council of Australia Supply Chain Partners;

= Minerals councils;and

= National Farmers Federation.

To build understanding, supportand commitment for change from the broader community the
SponsorGroup, togetherand separately, will use the *Sustainable Supply Chains 2020’ Reportas the
unifying documentaround which to engage leading community bodies and representatives to build
awareness and understanding of:

= Why there is a need to change supply chains;

= Whatimpactchanges will have on communities; and

= Howimpacts can be addressed applying lessons leamntin other countries who have already

acted.

In addition the Sponsor Group will specifically communicate the benefits of adopting sustainable
supply chains for the community including:

= Improved living standards through decreased congestion, noise and pollution;

= Reducedcarbon emissions leading to better environmental outcomes; and

= [mproved safety and service levels.
Through engaging with community stakeholder the Sponsor Group intends to raise the profile of the
dialogue sumrounding development of sustainable supply chains, bringing discussion into the
politicalagenda, via community response and feedback to politicians.

The Community

5.5 Key messages for communicating the case for change

To enable connection with stakeholders, participants in the ASE Future Supply Chain
workshop defined a number of key messages
platform for change. These messages centred on a number of key issues, being:

How do we ensure our childrenbdés future st a
in the face of:

A Increased congestion;

A Reduced resources and increased costs;

A Increased urban tension stemming from population growth; and
A Reduced housing affordability.

The underlying premise behind this communication theme is that if the challenges
facing Australiads supply chains are not a



productivity and international competitiveness, which will threaten to undermine the
standards of living enjoyed in Australia.

5.6 Channels for communicating key messages

Participants in the ASE Future Supply Chain workshop recognised that there was an
opportunity to build broad understanding of the themes at play in shaping the future of
supply chains in Australia. To achieve this end, participants recommended that the
Sponsor Group begin to engage with media nationally and suggested the following
channels as being appropriate:

A Newspapers i Media released and extracts from the 2020 report;

A Radioi Sound grabs on populist and talkback radio; and

A Viral campaigning i for example using YouTube to convey virtual earth simulations
(e.g. O6how to order products in 202006) .



6.

Conclusions

61 Iltds not an easy task to find consensus

Bringing together the outcomes of the National Energy and Environment Summit in
2008 and the valuable work of the European Future Supply Chain 2016 study has not
been an easy task. There are many differing views in the T&L industry concerning the
future shape and direction that supply chains in Australia will take.

However, despite differences on the specific deatils of the future of the supply chain
there is common ground on a number of important areas, including:

A The price and source of energy; and

>

The changing technologies in T&L;

A The need for a more flexible and resilient regulatory framework a the national, state
and local government levels.

Since commencing the Future Supply Chains 2020 Project there has also emerged a
recognition that the key differences between the 2016 European study and the
Australian T&L industry include:

A Population futures and shifting demographics are unique to Australia;

A Remote and bulk freight tasks are core economic activities not in play to the same
extent in Europe;

A Geographical complexity and distance exist in Australia; and

A There are particular import and export requirements presetnin Australia not found in
Europe.

These areas are pertinent across each of the supply chain segments as previously
discussed, and need to be incorporated in any future supply chain strategy.

6.2 External Forces driving change in Australia

The T&L industry along with the entire retail supply chain in Australia, domestic and
import/export will be subject to external forces. Included in this are the other supply
chains that make up our economy i.e. bulk commodities, general urban supply chains,
agricultural and remote business systems. However, unlike Europe, Australia has
geographic and demographic challenges that are unique. The way in which external
forces and global pressures play out in Australia requires different analysis and will
present different solutions to the European situation.



6.3 Industry Trends driving change in Australia

To a large extent, Australian industry is influenced by overseas supply chains.
Nonetheless, within Australia it should be possible to determine the basic shape and
direction of supply chain organisations, business models and logistics systems. This
will, however, be impacted by government regulation, local management skills and
financial sector funding for the change. Regardless of these influences, the key
message for industry is simple: lowering emissions and energy use is good for
business as it reduces cost.












