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We have a saying at home…

A person who speaks 3 languages is: Tri-lingual
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We have a saying at home…

A person who speaks 3 languages is: Tri-lingual

A person who speaks 2 languages is: Bi-lingual

And a person who speaks 1 language is: American
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We have a saying at home…

A person who speaks 3 languages is: Tri-lingual

A person who speaks 2 languages is: Bi-lingual

And a person who speaks 1 language is: American

… so this presentation will be in English
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We are a $22-billion dollar enterprise, with 180,000+ people in 200 offices in 52 
countries around the globe (7,500 in Supply Chain Management), serving 4,000 
clients, 96 of the Fortune-100 and 75% of the Fortune Global-500. 

Who are we? – Our Global Alignment
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Who Are We? – Accenture Global Rail Experience

Enterprise Resource Planning (ERP) 
Implementation

EAM – Enterprise Asset Management/Maintenance, 
Repair and Overhaul – Rolling and Linear Assets

Crew Management Technology (Ops & Non-Ops)

Asset Accounting and Life Cycle Management

Business Support Functions – Financials, Materials 
Management, and Procurement

Transportation Systems

Salesforce Enablement

eCommerce Strategy and Implementation

Performance Management

Revenue Forecasting

Passenger Distribution Systems

Electronic Ticketing

Business Simulation
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Strategic Context: An Era of Permanent Volatility

Volatility won’t disappear – companies that mismanage it will!

USD vs Other Currencies 
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SO M A LI PIRA T ES H IJ A CK

SA U D I O IL T A N KER

Of all the challenges facing companies today, it is clear that this new era of 
“permanent volatility” is driving an increasingly large number of Supply Chain 
failures.

Financial/Market Volatility

Currency Fluctuations

Geopolitical Events

RU SSIA  SH U T S O FF A LL GA S 

D ELIV ERIES T O  EU RO PE

Commodity Volatility

1 9  M ILLIO N  T O YS SH IPPED  FRO M  CH IN A  RECA LLED

Expectations are up, lifecycles are down, and 
supply chains are not prepared

Global economic forces affect everyone
- Nearly instant commoditization of innovations
- Rapid access to low cost labor
- Inflationary pressures on scarce resources
- Constantly shifting supply lines

Global footprints make companies much 
more vulnerable

Government policies are increasingly 
unpredictable

Volatility has increased dramatically
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… in addition, substantial financial analysis was conducted (in partnership with MIT 
and others) to validate impact, as well as divine methods of improvement.

1
2

3
4

5
6 & 7

Surveyed across 7 supply chain 
domains …

…to understand key challenges and 
what differentiates top performers

Top 
10-15%

Average

Performers
MastersLaggards

Bottom 
10-15%

Strategic Context:  High Performance Research
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In a multi-year effort, Accenture conducted multiple surveys/interviews of nearly 3000 
operating execs across 21 countries in major industries across 100s of companies to 
understand SCM challenges and emerging responses…
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The New Normal: The world is rapidly 
changing, and Permanent Volatility is a reality 
with which all enterprises must deal

Value of the 
discounted 

cash flows to 
shareholders 

Total Return 
to Shareholders 

(TRS) 

Value Creation
Cost of 
Capital

ROIC

M&A

Organic

-Spread

Growth

Adaptiveness: Companies must operate 
Dynamic Supply Chains that can adapt to the 
continuously changing conditions

Making It Happen: Dynamic Supply Chains 
must become Financial Engines that enable 
growth, generate cash flow, and drive higher 
ROICs

Strategic Context:  Key Research Themes
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The Perfect Storm:  There are a number of major issues looming on the horizon that 
will dramatically change Supply Chain behavior in ways we don’t fully understand yet.

Infrastructure

Demographics

Oil
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Infrastructure:  The “Transportation for Tomorrow” Study from 2007 poses some 
very challenging questions for the U.S., but they are far from unique.

“We need to invest at least $225 
billion (USD) annually…for the 
next 50 years to upgrade our 
existing system to a state of good 
repair…We are spending less 
than 40% of this amount today.”
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Demographics:  The U.S. is moving from 300 mil people to 420 mil by 2050, 
mostly in 6 key states, which will severely tax the existing network, even if we 
completely rebuild it.

Future Population Growth
“Between 1950 and 2000, the total 
population of the U.S. grew from 150 
million to 281 million, reaching 300 
million in 2007.”

Population will “…reach 364 million 
by 2030 and 420 million by 2050.”
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Oil:  Consumption is outstripping our ability to find and produce.

A Giant Field is one with more than 500 million barrels of 
reserves

World-wide we consume the equivalent of one of these giants 
every week!

The oil industry finds only 20 of these per year

16Copyright ©2010 Accenture. All Rights Reserved



17

Oil:  Add into the mix the looming challenge of World Peak Oil…
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Oil:  Supply and Demand are Headed in Opposite Directions

Exxon View and Industry Outlook – Oil & Gas Demand/Supply
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Oil:  The rising cost of fuel will make lower-cost modes increasingly more viable as 
an alternative choice.  The premium for speed will eventually become too expensive.

As crude oil price increases, transportation costs become more important relative 
to production and facility fixed costs. We expect:

― Production to move nearer demand:  Cheaper manufacturing is offset by 
higher transportation costs

― Additional DC’s are more attractive:  As outbound transportation becomes 
more expensive, it becomes more important to minimize the final leg

― Rising costs will drive modal shifts to cheaper modes (e.g., rail and water)

20

$675 USD @$1.35/mile

$940 USD = $1.88/mile

+ 40%
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Oil:  How the cost of fuel alters Supply Chain behavior…

Moving from $125/barrel to $150/barrel changes the optimal number of DCs from 5 to 7. In this 
example, Las Vegas is replaced by Los Angeles, Albuquerque, and Portland.

$75 USD/barrel $150 USD/barrel 
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Summarizing:  What does all this mean for Supply Chain behavior?  We can make 
some presumptions that are likely to morph into facts.

Population will continue to grow worldwide

Fuel will continue to rise, not steadily, but inexorably

Infrastructure will remain a challenge for the foreseeable future in terms of
―Achieving a state of good repair
―Expanding to meet increasing demands

Modal shifts to lower cost transportation will be driven more by increasing costs and 
infrastructure issues than speed-to-market

Off-shoring will diminish and be replaced by near-shoring and on-shoring as 
benefits are increasingly offset by
―Rising wages around the world
―Increasing fuel cost

Pressue will continue increasing to more tightly control inventory and related 
carrying costs

Customers don’t care about “Interoperability,” except when it doesn’t work
22
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Implications for Rail Leadership
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International Railway Journal
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What does this mean for rail leadership?

KEY
ATTRIBUTES

Adapative
Innovative
Price competitive 
(TCO/TLC)
Solution provider v. 
carrier
Information 
Driven/Technology 
enabled

25

Railroads are historically receivers rather than producers of demand, but they can 
influence how that demand is distributed in moving people and products to market.

CORE
CHALLENGES

Productivity

Capacity

ROIC

COMPELLING VALUE 
PROPOSITION

Cost-effective

“Green”/Sustainable

Viable alternative
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North American railroads have had a rebirth since deregulation in 1980, 
but…historical productivity measures are showing signs of diminishing 
returns with significant investments looming.

Searching for Incremental Productivity
Next generation productivity will be required as prior initiatives and tools 

begin to demonstrate saturation . . .
. . . and required future infrastructure needs place a 

premium on asset efficiency

Forecasted Rail Capacity vs. Demand
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Technology will play a key role in driving the next wave of Industry 
productivity.

Historical and Future Sources of Productivity

1980s – Mid 1990s Mid 1990s – Mid 2000s Mid 2000s – Today 2010 +

Consolidation

Network Performance

Continuous Improvement

Technology Driven 
Operations

Significant M&A
Less track for same freight
Labor renegotiation
Train crew consolidation                     
(5-man to 2-man) Physical infrastructure investments

Network management & integrated 
planning
Improved locomotive technology
Extended crew days

Optimization concepts
Lean principles
Predictive maintenance
Fuel conservation

Communication-based train control
Locomotive/Car innovation
Operational transparency
Integrated asset management
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Successfully capitalizing on these trends will require development across a 
distinct set of capabilities . . . 

From Trends to Capabilities

1. Seeking & Leveraging Next 
Generation Productivity

2. Getting Ahead of an Evolving 
Customer Base

3. Increasing Partnering & 
Configuration Flexibility

4. Managing Regulatory 
Uncertainty

Key Trends Shaping Future Performance

Technology-Driven Operations
World-Class Asset Management
Line-of-Sight Operational Transparency

Customer-Centric Commercial Operations
Value-Based Pricing and Selling
Embedment into Shipper Buying Processes

Strategic Partnering and M&A
Network Integration
Technology Standardization & Integration

????
????

Critical Capabilities
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. . . that will define High Performance Rail in the future.

High Performance Rail

Growth 
Creation

Operational 
Excellence

Technology 
Enablement Technology Backbone

(key system / 
technology)

(key system / 
technology)

(key system / 
technology)

(key system / 
technology)

Enterprise Asset Management
Capital utilization decisions enabled by 

visibility to lifecycle returns, service 
implications, & risk mitigation

Network Optimization
Technology-enabled network operations that maximizes asset efficiency based upon demand levels,                                     

asset status, customer service commitments & targets, and regulatory requirements

Customer-Centric Commercial 
Operations

Internal & external-facing processes built 
around the requirements, needs, and 

buying patterns of shippers

Strategic                     
Partnerships

Progressive partnerships coupled with 
the ability to efficiently put together 

and/or take apart networks

Clear Vision and Strategy Alignment

Operational  Transparency
Create line-of-sight across the full 

lifecycle of operations to drive 
productivity and service reliability

Value-Based                      
Pricing and Selling

Implement commercial capabilities to 
create pricing leverage and demand-pull 

based upon relative value-add

Lean Enterprise Management

Lean support operations and functions 
‘variablized’ to underlying demand levels
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- Thank You -
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