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ABSTRACT

Urban freight transport takes an increasingly intgoar place in the urban mobility strategy.
Experiments to optimize the movement of goods insii@ecity do not miss. Many relate to
traditional goods, without being concerned with activity in particular, others on the
contrary target a precise sector i.e. fresh prajsptare parts, etc. Since few years, new actors
based on innovative scheme of distribution forl#st-miles are merging, in the urban parcel
distribution in particular. The whole actors andith strategies are changing to be nearer to
the customer demand, shaping new logistic orgaaisat The purpose of this paper is to give
an updated overview of the urban parcel delivemgtasein France and some elements to
discuss about the changes and new opportunitiéssiparticular sector.

Keywords: urban parcel distribution, CEP serviceoyiders, urban logistics, logistic
organisations and strategies, actors game

INTRODUCTION

The CEP sector (courier, express and parcel s¢npeeticularly the final stage of the supply
chain in cities, i.e. parcel distribution, has umgg&e significant changes for the last ten years
(Patier-Marque, 2002 ; Savy, 2006 ; Menge, Hebéx 1P With the spread of new
technologies and due to economic and social chamg®s shopping patterns have emerged,
principally distance selling and electronic comnegrquestioning the retail sector (Moati,
2011). These changes have led to growth in paneglisme and in home deliveries in
particular (Hesse, 2002 ; Weltevreden, Rotem-MindZ09 ; Rotem-Mindali, Salomon I,
2007 ; Esser, Kurte, 2005 ; OCDE, 2003). Thus, @&Brs are confronted with the “last-mile
issue” (Gevaers, Van de Voorde, Vanelslander, 20MDreover, firms and stores have
modified their supply chains in cities leading t@ne and more frequent, just-on-time and
small, divided delivery (Menge, Hebes, 2011). A& #ame time, urban good distribution has
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become an important question for cities (PatiemtRier, 2009) regarding the economy, the
environment, public health, employment and so noertives or regulation in urban logistics
have been implemented by public authorities, chglleg the way in which parcel
distribution providers work.

Confronted with those changes in cities, a new ssagof the CEP sector, called urban parcel
delivery service, has started to emerge from CE&sldnitiatives a few years ago in France.
It brings together different actors from the CERtge logistics providers, carriers and
couriers proposing specific urban distribution gafor small and light parcels.

Relatively little attention has been given to urlbagistics providers in the academic literature
while urban good distribution has become a relegamistion for research since the nineties.
This articlé aims at understanding how urban good distribuiissues regarding both
shopping and logistic patterns and urban logigimgtical decisions have shaped a new type
of delivery service and a new segment in the CEoseThe research questions are: what
drives the creation of the new segment and whatitareharacteristics compared to the
traditional CEP sector? What are the urban parsttilbution actor families and what are the
common strategies, logistic organizations and coroialeservices which make up a coherent
segment?

To provide analysis, first, an overview of the sedtas been proposed by referring to the
professional press over the last five years. Tlound twenty interviews with French,
European and world urban CEP providers and parggtilmition providers have been
conducted. The interview grid has been organizedrat four aspects: (1) description of the
volume delivered and effects of changes in logiatid shopping patterns (part of business to
consumer B2C/ business to business B2B in termgohfme, kind of parcels delivered,
frequency, etc), (2) the nature of urban delivegyviee and innovations, (3) logistic
organization and innovations (hubs, types of vesicktc.) and finally (4) the stakeholders’
interactions (partnerships, subcontracting, movemehfirm consolidation, etc.).

This article is organized as follows. First, the teomh of the creation of a new segment of
urban distribution is described and a precise d&fimof the urban parcel distribution service
is given. Then, an updated and complete pictuits@ctors in France is provided. To clarify
the overview a classification in actor families lh@en provided. Finally, the shared structures
of the segment are highlighted thanks to a trassy@mnalysis. Each strategy for entering the
parcel distribution market and logistic organizasidmas been compared and the level of
subcontracting and innovation has been questidBei@rnal issues which can influence and
structured the segment have been also identified.

' This article is part of a PhD thesis in progresthwhe French Post Office La Poste about urbaneparc
distribution in French cities and its prospectikanf a territorial angle.
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NEW DEMAND IN LOGISTICS AND NEEDS IN THE CITY, NEW
SERVICES AND NEW ACTORS OF PARCEL DISTRIBUTION

Drivers of the creation of a new segment

Urban distribution is not easy and logistic orgatian attempt to provide the right product at
the right place and time. But urban good distrimutis a derived demand, and demand is
always changing. In fact, new behaviors are emgrfiiom purchasing patterns. One of the
most important elements of the “retail revolutigMoati P., 2011) has been the explosion of
the e-commerce sector in the past ten years. Acwpidi the French observatory of distance
selling called FEVAD, the turnover of the on-lingdlsng market (including e-commerce) has
increased from 5.4 billion euros in 2004 to 37 Iidr euros in 2011. In spite of a slowdown,
double-digit annual growth rates could be obseres@n in the crisis period. As a
consequence, B2C companies have to deliver thedugts to the customer, at home in
particular, within a very short time and this detiwanust be reliable. Parcel distribution
providers are confronted with the “last-mile issubfi fact, “the final leg in a business-to-
consumer delivery service whereby the consignngedelivered to the recipient, either at the
recipient’'s home or at a collection point” is maepensive and less efficient for parcel
distributors because of delivery failure, congestamd non-optimum loading rates (Gevaers,
Van de Voorde, Vanelslander, 2011). To minimizeivéey failure not-at-home delivery
solutions have been created by CEP. Moreover, stuage modified their supply chains, as
well as firms did years ago leading to divided daiies (Menge, Hebes, 2011). Demographic
phenomena and social changes also enhance urbde dstribution issues (OCDE, 2003).
The population in developed countries is aging.tid¢ same time, family structures are
evolving, i.e. single-parent families, single warli mothers, etc. These phenomena could
affect consumer patterns and cause an increadedinamic purchasing and home deliveries.
The rise in population mobility represents anotiemue to provide a successful parcel
delivery. Finally, the constant urbanization of tpepulation also concentrates a huge
proportion of parcel deliveries in cities. Thosevrmnsumption and supply habits or patterns
have added frequent, just-on-time and small, dividelivery in cities and have increased
goods mobility and parcel volume (Weltevreden, RoMindali, 2009; Rotem-Mindali,
Salomon, 2007; Esser, Kurte, 2005). This is thegny driving force in the creation of a
new segment.

The second one is the growing complexity and cagemaee of delivery. In fact, consumer and
business logistic requirements regarding speedjcgeguality, convenience and reliability
are becoming more and more similar. On the whdle,lével of demand is rising (IFOP,
2012, 2013). Years ago parcel service providersdcprovide specialized delivery services
regarding the recipient (i.e. express and gueeghtlelivery for businesses as opposed to
ordinary and slow delivery for the individual conser). But nowadays consumers are as
demanding as firms. Moreover, an express providsrtbadeal with a growing number of
individual consumer deliveries (B2C) because itditronal B2B clients/shipper —firms;
suppliers and so on— have decided to provide omlurehasing in addition to the traditional
business. Nevertheless, delivering the final coressumm still much more difficult than a
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business delivery. That is why delivery providenssinadapt their organization to succeed in
both kinds of delivery.

Public authorities’ requirements regarding delivand sustainability in the city are the last
driving force in the creation of a new segmentha CEP sector. Urban goods distribution is
considered to be responsible for congestion, naesnlocal pollution in cities and global

warming through greenhouse gas emissions (Dabl20@9). For fifteen years European,
national and local regulations have been implentemecities to deal with those issues
(Dablanc, 2011). In France several cities are inwlag to adopt environmental criteria

(regarding the nature of motoring) for urban goostriiution vehicles in their city center,

such as Montpellier has done since 2006. Otherstadying the implementation of an urban
logistics space to organize regulated goods cafeodn. French cities also refer to low
emissions zones and congestion charges. One ofdjog trends is to forbid or limit access to
the city centre for goods distribution vehicles, evhiis making parcel distribution more

complicated, leading distribution actors to implemanovative tours and creating a niche
market for new players. Nevertheless, urban laggsiiitiatives from the national and local

authorities are also helping to deliver parcelsfamourable conditions, by for example,

providing incentive for modal shift and motor tréim, improving loading bay design and

localization or by providing urban logistics spaaed incentive to implement it or the

establishing global consultation.

New actors for a new segment: the urban parcel distribution service sector

Because of those delivery challenges, new solutenm$ distribution services have to be
implemented not only to face the last-mile issymeblems of congestion, accessibility and
parcel distribution cost in urban areas, but atsprovide the best delivery service to all types
of final users in a sustainable way. Mail and egprservice providers have been obliged to
adapt and renew their logistic organization. Thas progressively shaped a new segment of
the CEP sector: the urban parcel delivery segniéns new segment originates descended
from the traditional CEP sector with both traditibrzetors and new players, traditional
organizations and innovative ones.

If we consider the history of mail and express serva new segment always appears thanks
to new services or techniques (Beyer, 1999). Fdamte in the eighties in Europe, express
services have been created in reaction to US iattegr integration into the mail market, such
as UPS or Fedex. One example is the creation @icEr&xpress in 1970 to provide express
services for France. Then, in 1985, the French BPdfste created Chronopost. At the same
time, the construction of coherent actor familiesild be seen i.e. integrators, national
express providers, and regional offer.

“Mail history could be read as the successive settlement of actor groups
who for a long time have structured their organization and establishment
around a technique or a service. If we except the division through firms
size, the mail sector is structured in families of firms in which
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establishment choices, strategies and growth perspectives are
common”(Beyer, 1999)2.

Considering our subject, the new segment is appgarhile differences between express and
ordinary delivery service are decreasing, when @&Brs have to provide new organization
and services to successfully deliver goods to esen with the same level of quality and in a
sustainable manner.

The urban parcel delivery segment assembles aofotise distribution of small and light
parcels or multi parcels (30 kg at most) to fingérs, in general both B2B and B2C, in city
centres and urban areas. In fact, for a coupleeairsy as the urban distribution service
segment has emerged in France, families of actars hagun to appear too. At first sight,
these new segment groups have very different actorst of all, providers whose core
business is not parcel distribution yet but starpngviding that service as it appears to be a
growth area in a time of crisis (logistics provslecarriers, etc.). Then actors whose core
business is actually parcel delivery and whichtayig to adapt and diversify their services
(post office, express providers, couriers, etchose old CEP actors have been forced to find
new roles in the urban parcel distribution marked ¢ghe supply chain. Finally, some young
firms and startups chose to specialize in urbarcgbadelivery. But common services,
strategies, organizations and perspectives coufdured and these shape coherent types. The
second part of the article will describe in dethé different actor families and their structure
before describing in the third part the transversammon points of the urban parcel
distribution segment.

The parcel market in France: volume and distribution

Parcel volume growth: fantasy or a reality?

According to analysts and professionals the par@eket has been constantly growing since
the beginning of the century because of the riss@ntronic commerce. In terms of turnover,
French e-commerce is the third most important emnence market in the European Union
after Great Britain and Germany. The European Uniamket is now almost as important as
the North American one. However, the volume andwian of the French parcel market, the
number of parcels delivered in cities and the itistion between B2C and B2B parcels are
difficult to deduct from those turnover numbers. ®oattors emphasised the fact that the
distance selling market growth is first of all dicea recovery after the mail-order market
crisis in the nineties, putting into perspective sbecalled “boom”. For example, quiet regular
volumes are observed in the supply chain of thedfrd?ost Office. Yet, at that stage of our
thesis some hypothesis could be made. First, itovisider ARCEP statistics (ARCEP is the
French postal regulation authority), total parcelrket volume was around 740 million of

? « L'histoire de la messagerie peut dés lors se tirarmae la mise en place successive de groupes d'scei
vont durablement structurer leurs logiques et lémglantations autour d'une technique ou d'un ptode
secteur de la messagerie, outre une division seldnille des entreprises, se structure donc totérd en
familles d'entreprises, au sein desquelles demfgrexistent dans le choix d'implantation, detégia et de
perspective de développement ».
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parcels in 2010 (express and ordinary parcels)déddiquite evenly into B2C and B2B
(ARCEP, 2011) (see table 1). Between 2004 and 20lime would have risen by 23%. In
fact, considering the growth of e-commerce turndaeound 20%) this hypothesis could be
realistic, even if non material goods are incluadeBEVAD statistics.

Table | — Small parcel volume evolution between 2004 and 2010 in the French parcel market (ARCEP)
(Millions of parcels) 3

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Ordinary parcel’ 342 | 346 | 355 | 386 |383 |372 | 386

Express parcel® (domestic | 260 | 260 |300 |312 |302 |328 |354

and international import)

Total 602 [ 606 | 655 | 698 | 685 | 700 | 740

Nowadays e-consumers buy around 13.5 parcels a(pearet, Durand, 2012). Considering
the predicted growth of e-commerce in spite ofdbenomic crisis and the constant widening
of on-line non dematerialized goods, even if thenbers of e-consumers is slowing down, a
growth in the number of parcels delivered per camsuper year can be expected.

Finally, providing an estimation of the proportiohparcel delivered in the city compared to
other urban flow of goods is difficult. According tesearch from the French Laboratory of
Transport Economy (LET), the flow of goods in atiean be divided into three main
categories i.e. establishment supply movements (d@Dfbtal goods distribution in the city),
end-consumer commodity movements (50%) and otheitsaanex flows (10%). The latter
contains waste flows, removal activities, the buiddisupply chain, home deliveries and
postal activities (Patier-Marque, 2002). Light pasccould be found in establishment supply
movements, home deliveries and postal activitiesl @en end-consumer movements in the
case of not at home delivery solutions). Thus,tlggrcel flows could represent around 30 %
of the urban goods distribution activities.

The bipolarization of the parcel distribution market in France

As figure 1 shows, two groups of actors (the NatloRost Office and express providers)
share more than 60% of the parcel market volume pioportion of the other logistics
providers and carriers seems negligible. In the esamay, specialized delivery service
providers, couriers and pickup point networks reprné a very small parcel volume. The
French Post office, thanks to its subsidiary Cdtpqwhose position is predominant in B2C),

* Those statistics have to be considered carefully owing to the difficulties to find long series and to reach one
and only definition

4 According to the ARCEP an ordinary parcel is a consignment transported by a logistics provider, a postal
provider or a logistic provider of the mail-order sales sector (as opposed to an express provider). The definition
also includes specialized delivery service providers and pickup point networks. By contrast, an express parcel is
a consignment transported by an express provider.

The identity of both recipient and sender and the delivery speed are other criteria to distinguish express and
ordinary parcels but less relevant than the first one because of the actual convergence of the product proposed
by both express and non-express providers.
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picks up 1/3 of the total volume. Regarding B2Cuwoés, the group of small actors delivers
around 20% of the volume.

The parcel distribution market appears to be rethticoncentrated. It is also divided into few
actors at a national, European and even globat stak to control it, and many little firms
often local subcontractor for the larger firm. Thdynamic phenomenon is called
bipolarization (Savy, 2006) : the two poles areéith in cooperative relations because they
need each other to provide innovative services tancbver the largest area.

mMational Post office

[ .
.
21% N
E— = Other pestal actor
[ N
I
— 1 )
| T ®Couriers
I . 00000 ]
I . 000000 ]
- "
ey
2O - — } B
a— pr—— % = specialized delivery service
100 T _ . )
170 /V providers

S

3% m Pickup point networks (iogistic
providers of the mail-order sales

P P —
SECI0F anda Oners)

1

ddar:
theriegistic provigers

Figure 1 —The distribution of parcel delivery market actors (ARCEP, assessments and personal data from
interviews)®

CLASSIFICATION OF URBAN PARCEL DISTRIBUTION
ACTORS; HEIRS AND NEW PLAYERS

The urban parcel delivery service sector in Frasceomposed of a wide range of actors
classified into three families: heirs, new playargl other actors, and divided into ten sub-
families, as we can see in table 2.

> Those statistics have to be considered carefully owing to the difficulties to find reliable numbers and to reach
one and only definition
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Table 2 — Urban parcel distribution actors classification

The heirs The other actors The new players

Specialized delivery
service providers

Logistics
providers Othr . Other
French Express in the logistics Sub- Pickup ostal
Post P! . providers Couriers point pOS Green Other
Office providers | mail-order and contractors networks authorized parcel specialized
sales carriers actors delivery delivery
sector service service
providers providers

The heirs; strengthening their position or playing a new role

The so-called heirs refer to traditional actorgha parcel and express sector who are now
obliged to adapt and diversify their urban paragdivery supply chain. Three types of actors
are grouped in this family: the French Post Offica,Poste, the main historic actor of the
French parcel distribution sector, the express piergi and integrators and the historic actors
of the mail-order selling sector and their logistsubsidiaries.

Those actors have been present in the urban ga2celor B2B distribution sector since the
seventies or eighties (as an example, B2C distabwnow-how has emerged thanks to mail-
order selling activities and the logistics subgigis for home delivery since the seventies and
international express providers specialized in BXPBress deliveries have arrived in Europe
in the seventies and eighties) but ever since tiese shown to have different degrees of
openness to the B2C market and different strateefct, for about ten years their role in
the parcel supply chain has evolved under constrait first, they have been confronted
with the B2C parcel increase on their supply chaimce the beginning of the century.
Nowadays the economic crisis has positioned pa&elery as a growth area and has obliged
them to diversify their offer to consumers. For rapée, in spite of their strong positions in
the B2B parcel market express providers have beégedbto open up to B2C. As B2C
delivery is quite a different business, subconingcand partnerships have been preferred
over creating of a dedicated offer, as a deferstrzegy.

Except mail-order selling actors who adapt to eqo@mce with difficulty, they benefit from a
strong position in the market thanks to volumegstment capacities and a reliable business
model. Most of them have integrated the parcel lsugmain from outbound to inbound, with
or without subcontractors, depending on the sedispmd the parcel market or geographic
constraints in general.

As an old actor in parcel distribution faced wittmnplayers, they have also been obliged to
strengthen their position. As an example, there li@En a renewal of services thanks to
innovation in information and communication toatew organization of the supply chain in
cities have been tried out and vehicle researchbess conducted. Subcontracting and
partnerships have also been used to benefit framnptayer innovations and to keep an eye
on them. It is possible that in a few years, thesheole will change again and that they will
end up managing a group of small innovative stpg-wand pickup point networks,
subsidiaries or partners, in a lead contractorool@ a kind of innovative incubator.
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1. La Poste is the main and historic actor of paredivdry in France, both in B2C and
B2B. It has always delivered packages and paraate &S creation. La Poste includes
the B2C subsidiary Coliposte, created in 1999, #rel B2B express subsidiaries
Exapaqg and Chronopost group in the European hol@egPost. It is a challenge for
this historic actor to renew its position on theerkgh parcel market thanks to its
historic position and its innovative spirit. Untl010 the strategy has remained
relatively reticent, as it relied on the know-homdaon subsidiary innovations such as
Chronopost. Since 2010, a two-step, more aggressiategy has been adopted: first,
innovation through the subsidiaries and targetedhase, and then the creation of a
dedicated offer. For example, following the exampil€ChronoRelais (pickup service
of Chronopost since 2007), Geopost created Pickapindependent pickup point
network in 2010 thanks to the purchase of Pickupi&e an information tool start-up.
Now, the network is one of the largest in FranceO(B points). In the same year,
Coliposte created a dedicated offer called So €iatig that groups together and
integrate various delivery services for consumees, pickup network, home, home
scheduled Post Office and even parcel-locker deliia fact, home deliveries were
not sufficient anymore to counter competitors. Mwer, to face volume growth the
firm has made important investments in the sorprmacess and storage facilities and
has reorganized the national supply chain.

The new players; service innovation and sustainability first

The second family refers to young firms or stars-gpecialized in urban parcel delivery, B2C
in particular (but not exclusively) which are highihnovative and environmental-friendly.
Pickup point networks, postal authorized actors spelcialized delivery service providers
have been classified into that type.

Even if we observed different generations of firmspst of them are recent creations
following the rise in e-commerce.

The pickup point networks are pioneers becausérdieones were created in 1983 and 1993
by mail-order sale logistics providers to ensurstaloindependence, i.e. Relais Colis and
Point Relais (Mondial Relay). A new generation etworks, built around information and
innovative managing tools have emerged since 2R@Ela being one of the most important
firms, as well as PickUp (Augereau, Curien, DabJ&2@09). The degree of involvement in
transport and logistics differentiates the foug&st French networks, i.e Kiala and Mondial
Relay are freight forwarders whereas Relais Calvides transport and PickUp positions
itself as a managing tool.

A movement of diversification can be noted amorgspecialized delivery service providers
around the use of sustainable vehicles and orgaonzi cities. Thus, two groups have been
identified: green providers and other logisticsviders specialized in parcel distribution in
cities. Even if the latter were created before 20@0,Speed Distribution, Star’s Service, etc.,
most of the new players were created after 200Br@mch cities and Paris in particular, for
example Label Route, Le Kangourou Vert in 2009, Gneen Link in 2010, Vert chez Vous
in 2011, and so on. A growing number of small filnase been created since 2005.
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Finally, Colis Privé, the French authorized pogiedvider, was created in 2008 thanks to
liberalization and B2C parcel market opportunity. i$ specialized in cheaper parcel
distribution and they present themselves as the o@npetitor of La Poste.

Within this family, offensive strategies have besyserved, relying on service innovation,
innovative organizations or vehicles. Most of thes®ictures share features characteristic of
start-ups: few and young employees, long workingsdand innovative spirit. Various
innovations in service delivery are proposed: salestl delivery, fitting services, return
logistics offer, e-grocery delivery, conveniencerst delivery, and so on. They rely on
innovative routing and scheduling tools and afsdes services. The second aspect
characterising those firms concerns innovation ehieles and logistic organization linked
with sustainable commitment. Both are linked. Molthe new players are defined by their
use of electric or neutral vehicles, i.e. tricy¢clbrycles, vans, etc. Sometimes vehicles are
also designed for urban streets. The Vert chez \fwogect even use river barges for their
deliveries in Paris. Despite their ability to deliva cities silently and limiting GES and
polluting emissions, these vehicles have a limitadrying capacity and autonomy so
dedicated organization must be implemented. Fomel& to reduce the transport between
the warehouse and the city, small urban logistacsegdor cross docking have been installed in
cities or in the suburbs for contractors to delparcels.

Those structures are dedicated to very last-milieety. Some of the firms prefer to contract
directly with e-retailers but most of those firnte dubcontractors in the parcel supply chain
so they try to diversify and stabilize their adi®$ contracting directly with the actor of the
retail. They offer innovative high value delivergrgices for the urban well-educated and
well-off active population able and willing to p&gr those services. Because of this market
niche strategy, few parcels are distributed thraothgise chains nowadays. Moreover, because
of the seasonality of B2C flows and the difficudtief subcontracting, their activities appear to
be risk investments and are built on a fragile hess model. Only a slight profit margin can
be generated but the progressive industrializatibthe process compensates for the weak
carrying capacity and volume. Today due to the goage of those structures we do not have
the necessary time span to evaluate the size, whmd business model which guaranty the
reliability of such initiatives. Nonetheless, thet@s interviewed observe a rapid rise in their
volume.

2. Colizen, a new player in B2C urban parcel delivergs created in 2009 in Paris. As a
start-up it began with few employees and employsnty persons today. It is
specialized in value added-scheduled delivery fostailers (two-hour-time window
rendez-vous It also delivers early in the morning and udf p.m in the evening and
even on Sunday mornings. The service is enabledopyisticated algorithms and
routing and scheduling software. Attention is ajsgen to consumer service thanks to
follow-up tools. Despite the difficulties of usinglectric vehicles the firm tries to
maintain sustainable delivery, which has beenangtadvertising point from the start.
The choice to use electric vehicles explains thegiral localization in Aubervilliers,
in the first Parisian ring, reducing the transpmetween the warehouse and the final
users. All the deliveries are subcontracted. Colizebecoming a “freight forwarder
for complex delivery”. Deployment in other Frendties is one of the objectives of
the firm (the service is also been offered in Ldtefar). The fact that the structure has
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found a value-added market niche and contractettirevith e-retailers may explain
the relative stability of the system and the graywolumes (from about ten parcels
two years ago to two thousand a day in Paris now).

Other actors; parcel delivery as a secondary activity and a growth area

This is the last family group of actors identifiedurban logistics and urban parcel delivery. It
IS a most heterogeneous family. Sub-contractorsries and some logistics providers
composed it. Even if parcel delivery is not theirec business, i.e. some are specialized in
logistics or heavy freight and others in courier,o@portunistic and recent strategy regarding
parcels has been identified for the last coupleyedrs. Thus, urban parcel delivery is
becoming a secondary growth activity.

By “other logistics providers” we mean carriers albu delivering heavy goods and pallets
and logistics providers specialized in the upstreativities of the supply chain. Whilst those
actors have experienced a growing volume of e-camenand B2C freight they have
provided additional services targeting B2C urbarcg@aflows. In the same way, as logistic
issues have become a commercial opportunity thatsesahave provided a dedicated offer for
urban areas. In some cases partnerships have igeea svith last-mile delivery specialists.
For example, the French carrier Grimonprez, whilspecialized in B2B freight transport,
signed a partnership with Colizen to provide urlpamcel delivery in Lille. This service
complements its e-logistic offer dedicated to &itets.

Furthermore, for a few years, couriers have becessential for parcel distribution. Even if
courier core business consists of running from ecifip point to another one, those actors
also subcontract for express providers in delivelyrs to guarantee their activity. The
strategy of diversification has shaped a mixedepatof run and delivery tours. Moreover an
innovative generation of couriers defined by the wa$ sustainable vehicles, bicycles or
tricycles in particular and green logistic orgatimas has appeared in the last few years.
Those “bicycle messengers” or “bike couriers” alkable because they avoid congestion but
their carrying capacity is weak and they provideasdelivery (Maes, Vanelslander, 2012).
Nevertheless they bring green advertising to cetdra. Some of them have grown thanks to
outsourcing and express provider investments aneé baen able to buy electric vans and
enhanced their organization but the majority is Isyad has fragile structures with one or
two bikers.

3. Becycle is a French courier based in Lyon. The fivas created in 2004. The core
activity is B2B run or run on call. A contract wWifRNT Express signed in 2006
enabled them to diversify the activity to B2C an2BBparcel delivery tours. 98% of
the parcel are B2B, 2% are B2C. Becycle can besifled as the new generation of
couriers, innovative and green. In fact, toursraegle with electric bikes, tricycles and
recently electric city vans. The city hub was pthaethe centre of Lyon. The firm is
trying to enlarge its activity to grocery home dely. It has also developed a
franchise network of bicycle couriers in Francetie cities of Grenoble, Lille,
Toulouse, Metz and Dijon.

13" WCTR, July 15-18, 2013 - Rio de Janeiro, Brazil

11



Parcel delivery and urban logistics- changes in urban courier, express and parcel services: the French

case
(DUCRET, Raphaélle; DELAITRE, Loic)

Regarding subcontractors, those actors appear ésdemntial for the last-mile distribution and
parcel delivery in particular. We will describe tpecific situation of subcontracting in

another part of this article.

Finally, a new generation of new players could appe the next years. Regarding the
example of Amazon in the North American parcel regriactors from e-retail which control

the supply chain and are becoming a freight forematoy direct outsourcing with various

parcel distributors and provide last mile deliveiglutions could enter the parcel transport
sector.

COMMON WAYS TO DELIVER PARCELS AND TO OVERCOME
URBAN LOGISTICS AND LAST-MILE ISSUES

Common ways to diversify the delivery service offer

This section shows the common commercial and liogistrategies designed by firms to
enter or reinforce their position in the urban pamelivery sector. These strategies can be
either defensive or aggressive.

Partnerships and subcontracting: defensive strategies

The first one consists in enlarging and diversifythg delivery offer thanks to partnerships
and subcontracting, without modifying the supplyichto accommodate B2C flows, while
slightly distorting it.

This strategy is used by express providers andyraters in particular, because of the low
density of their network in France, and by someepthgistics providers and carriers whose
core business is much heavier B2B freight. Theyehaften chosen those solutions to
accompany their clients who take on e-retailingadasst step to B2C parcel distribution.
Secondly, this shift could lead carriers to setlagistic service as storage, management of
inventory, order processing, packaging and so od lhecome an e-logistics provider
integrating the e-retailing supply chain both upml alownstream. Besides, outsourcing and
partnership strategies present various advantagesthe contractor such as, limiting
investments and outsourcing risks, delivery failane flow seasonality on subcontractors in a
very competitive environment. Even if it adds tfapsnent in the supply chain, both of those
strategies allow the contractor to remove parael firom their supply chains before the last
mile distribution without transforming it.

First partnerships have been signed with pickumtpoetworks since the beginning of the
twentieth century. Pickup points have sold onehef last-mile issues, the delivery failure,
reducing parcel reprocessing costs. In fact, ttude such a network could be seen as B2B
logistics or B2B2C organized logistics (Durand, @Galez-Féliu, Henriot, 2010) because
parcels are consolidated and delivered to the pigaint where consumers can go to pick it
up when they want. In 2003, TNT Express was th& fo contract such a partnership, and
their colleagues soon followed suit: DHL and Chrasgipfor example and more recently
GLS.
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The out-sourcing strategy in this particular paagfr remains to contract with couriers and
specialized urban parcel distribution providers lgoth cases especially those who turn
“green”), that is to say subcontract for innovatiand diversification. This particular
subcontracting strategy aims at developing greeB B2 B2C offer or specific service.
Positive advertising is also provided by thoseiatites. An increase in such contracts has
been observed for a couple of years, since urbgistics and sustainable development have
begun relevant issues both for public actors amdsfi DHL Express was one of the first to
lead the way in 2005 with the delivery tricycleslLaf Petite Reine in Bordeaux in particular.
Today, one express provider can be involved in re¢w®ntracts with different start-ups in
different cities and vice versa. The principal Ftewcities are targeted by those strategies, i.e.
those which began to control urban goods distrdputivith environmental regulation in
particular and which present the highest growthparcel flows and thus the greatest
distribution issues.

4. TNT Express is a good example of an heir stratéggeovices diversification in B2C
delivery thanks to partnership and outsourcingagpears to be a pioneer in the
express sector. In 2003, TNT Express was the thrsontract a partnership with the
French pickup point network Relais Colis for B2B-qe and a couple of years later
for B2C. Then, in 2006, the firm created an exprasse delivery service to
consumers. The firm selected innovative subcordracin different French cities.
Home and business deliveries are done by elecitictes in Lyon thanks to the bike
courier Becycle since 2007, The Green Link in Pange 2010, La Petite Reine in
Bordeaux, etc. TNT Express benefits from their gregositive image and
communicates on it thanks to tricycle in TNT’s asloFinally, in 2010 it achieved
diversification contracting with Colis Privé, a B2iglivery service provider, to offer
slower and cheaper home deliveries. It reachedsd#iqo of freight forwarder in the
French delivery supply chain. All those initiativabowed the firm to be the express
provider leader in the French market today. Furtteee, the express provider has
been inspired by those partnerships and now expetimarious innovative logistic
organizations in Lyon in particular, beginning teate its proper offer.

Creating a dedicated offer: offensive strategies

The second strategy is much more aggressive akyl lisconsists in creating a dedicated
offer to parcel distribution and/or reorganizing tharcel distribution supply chain to optimize
the delivery. New players are the most offensivioracof the classification. Some express
and parcel providers and other logistics providds® follow those strategies. On the one
hand, heirs benefit from solid investments and r@uvhich could explain their offensive
attitude. One the other hand, such an attitudenderstandable for new players whose size
could only be compensated for by innovation.

New players offer new last-mile delivery and seegicproviding additional or tailored
advantages. The logistics providers of the maikordales sector were first, offering a
solution to the last-mile issue, the pickup poBécause of a postal strike in the seventies
which revealed their dependency on the nationatatpe they decided to set up a pickup
service. To begin this service was offered to tokants only but they opened to e-retailers a
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couple of years ago. Independent networks weretedesm the early twenties and even
automatic pickup points called parcel lockers hheen set up by La Poste since 2005.
Today, pickup points are the preferred not-at-hodstivery solutions of the French
consumers (48% choose it over the other one, aicgptd the FEVAD).

For a couple of years a new generation of valueeddervices has emerged targeting home
delivery in particular as well as B2B distributioRor example, home scheduled delivery
(Colizen and Vert chez Vous offer different slotgla fifteen minutes before SMS to remind
customers of theendez-vous home delivery with fitting (Team Distributionfefed such a
service with the e-choose retailer Sarenza), weekeelivery, delivery and return logistics,
and so on. In most cases, those services are ltokedstainable goals. Some of the services
offered are clearly “green”-oriented. In fact, inative and free CO2 vehicles are used by
several actors: bike, tricycle and pedestrian @ejiwith trolleys, boats, electric vans, etc.
One of the French express providers, Chronopoatepl a pioneering role in that matter.
Since 1999, Chronopost has been conducting researokutral vehicles and it developed the
Chronocity range of neutral vehicles in 2006 (Clotonlley, Chronobike and Chronovan).

The final stage of the process is to create a cawialeffer able to integrate all those B2B
and B2C services. Few actors in the French markefige a large and coherent offer to both
contractors and consumers. To some extent the Irfeast Office (So Colissimo offer) and
TNT Express do. According to the interviews, theveroent is on the way as we can see
actors like DHL recently thinking about how to dgssuch a coherent offer.

Reorganization of the supply chain to optimize arlgtribution is another line of strategy.
The fact that urban logistics has become a quexdiassue for professionals could explain
this. Most of the time, the reorganization alsedrio favour parcel distribution. In most cases,
an integrated offer dedicated to urban area andefsars created along with the traditional
offer. In fact, since 2009 and the dedicated uriféer of Deret Logistique in French cities for
the world perfumer Sephora, other logistics prorsdand carriers have followed suit; they
used to deliver heavy goods but try to developtldjktribution as an economic opportunity
(for example in France Astre City and Green way).

5. In 2011, Geodis, a French and European carrierkingrboth in B2B and B2C
distribution (parcels and heavy goods), has reorgdrthe supply chains of three B2B
subsidiaries (Ciblex, Calberson and France Expressnprove good distribution in
French cities (for the moment Paris, Strasbourg ebailles) through a network
called Distripolis. It achieved the consolidationadifflows thanks to an organizational
shift with a pooling city hub and urban logisticasps called “blue base”. From those
bases final deliveries are made by electric vekiolevarious sizes depending on the
goods to be delivered. Marketing and strategic aegusof the firm are related to
urban logistics issues and especially issues apdramities created by the evolution
of the parcel market in both the B2B and the B2€@as. Distripolis is an example of
the creation of a dedicated urban organizatiohéurban distribution sector.

Subcontracting: old habit and the first way of delivering cities

Subcontractors have been from the very beginnirggrgml actors of the urban parcel
distribution sector and freight transport in geherBor example, Team Distribution
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completely outsources its activity in Paris, 80 #4he distribution activity of Chronopost is
subcontracted and 50% of the UPS activities insPd8re high cost of urban delivery, the
flexibility and seasonality of flows and the deliyeand regulatory constraints in cities
explain why some actors subcontract to others.ekample, while DHL only subcontract 10
% of its activities in small towns, nearly the m@jpis outsourced in Paris. Moreover it is a
convenient way for actors to enlarge their networkon-dense areas and smaller cities.
Several types of outsourcing can be identifiedarcpl delivery - price subcontracting versus
innovative subcontracting. First, some carrierspmanely subcontractors. Even if those firms
could provide occasionally national or local rumeyt are highly economically dependent on
contractors who push down prices and use them asljastment variable. They use thermic
vehicle in general and their economic situationvenés them from investing in sustainable
fleet. They enter the contractor supply chain pigkip goods in the contractor hub and only
provide the final delivery. Then, we identified aosh innovative and value added
subcontracting activity. In that case, subcontracfmovide an innovative organization and
even proper green vehicles. Even if it adds trgmeknt at the subcontractor city hub,
advertising and innovation benefit the contractbhis type of outsourcing has been
developing for a couple of years. It concerns nkaygrs and innovative couriers.

Moreover we observed several level of subcontraatitin the urban distribution supply
chain. In most cases big firms subcontract to snalhes, i.e. specialized delivery providers
in the biggest cities, carriers in others urbaraar But even small firms and new players can
subcontract the very last delivery. Two or thexeels of subcontracting are the rule.

This activity is difficult to identify because most the subcontractors are small firms with
one carrier and few employees and even at theefsing legality for some of them (exceeding
work hours, non-registered vehicles for examplar(tdy P., 2012). The subject is a thorny
one for the actors involved. Unfair and rude contijoet is prevalent in this sector. Prices are
pushed down by contractors and small firms. Thalig some of those subcontractors tried to
overpass contractors to deal directly with retailand suppliers and impose their prices.
Unbalanced relations define this activity. Many saricactors are highly dependent on one or
two contractors. But some contractors try to devejoalitative and partnership outsourcing
based on the rental of sustainable vehicle fleetspedifications.

Spatial and logistic organizations for urban parcel delivery

Spatial organizations: from duplication to integration

We identified different scales of parcel deliveogiktic organization from a national scale to

a very local one.

First, rather integrated national networks and oiyworks can be observed among the older
parcel distribution actors. The heirs and some rolibgistics providers of great size, whose

logistic network is dense and historically welladdished, offer integrated delivery service at
a national or even European and global scale. pata systems could be defined. First, the
coming together of two scales of logistics orgatiizes provides a semi-integrated system
(). Even if they add transhipment, partnership suatontracting makes it possible to offer a
rather integrated network through the associatiotwof different spatial organizations and
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supply chains, i.e. those of the subcontractor @#wade of the contractor. The partnership
between TNT Express and the specialized green geovihe Green Link illustrates this
configuration. The world express provider bringscpés to the subcontractor hub in Paris
which provides final delivery, associating both tjlebal and the local scale. Then, some
actors provide completely integrated supply chdios the pickup of parcels from retailers
to the final distribution to the client, includirsprting, planning routes and transport by their
own means or by very integrated subcontractors TRBe example of Distripolis quoted
previously is a case in point. In that specificegasubsidiaries pooling allow the complete
integration of the parcel distribution chain. Evénthe local logistic scheme is rather
independent it remains integrated to a national daePoste or the logistic provider Deret
could have provided good examples too.

Then, we identified local (city scale) and micr@db (district) urban parcel distribution
organizations, particularly the organization of n@hayers. Specialized delivery service
providers, pickup point networks and couriers ofiegeo-localized delivery service in the
largest French cities, that is to say Paris, Lyidhe, Toulouse, Bordeaux, and so on. The
spatial dynamics of their growth is a deploymenarichipelago, duplication, from city to city.
Because there is no transport between the citiesspatial organization cannot be called
network but archipelago. The activity is concemdain urban territories. Firm sizes, market
niche positions, volumes, and position on valueedidgkrvices, targeting a certain population,
could explain such a spatial logic, as well as tyyge of vehicle used and the logistic
organization (see below). As we described befdne, tricycle courier start-up Becycle
developed from Lyon to Grenoble, Lille, Toulouse @o on, thanks to franchises.

Finally, due to the rise in cross border e-commdgR€SEL, 2012), cross border parcel
distribution emerged as the new front for parcedtributors. Several strategies might be
implemented to cover the largest scale, i.e. omyarowth and integrated deployment,
partnerships of different parcel distribution sypphains actors, subsidiaries, subcontracting
or targeted buying.

Innovative logistic supply chains

We observed several logistic organizations, frorassic and heavy ones to light and
innovative ones (see figure 2). Different configimas and shapes and different vehicles
could be associated to each logistic organizations.

The classic logistic organization (A) is usuallyedsby the heirs and some other logistics
providers. It is a hub and spokes organization. Jdreel delivery process is integrated from
upstream to downstream, from pickup to the retdédeility to tours from a suburban hub.
Diagram B presents a softer and more innovativegbatistribution supply chain than the
first one. Most of the new players have organiZsglirtchain with a small city hub in the
suburb or in inner city called urban logistic baBelivery round is done by using small
vehicles, which are generally neutral, bicycles tocycles. This organization is quite
developed nowadays in France (Green Link, Coliz&monopost in Paris, Label Route in
Montpellier, Kangourou vert in Orléans, Deret inoby and so on).

The logistic organization in diagram C is one & Hoftest and most innovative ones today. It
is used by the specialized delivery provider Larhée in a specific Parisian district. The hub
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is replaced by a virtual exchange point on theestvehere delivery men sort and exchange
parcels, and then go on tours. Everything is dgnftt and with a trolley. That organization
suits micro local delivery. Exchange points canrimge or less virtual and immaterial: a van,
a garage, and so on. There is no storage facilitya certain extent Combifret, a TNT
experiment in Lyon, was similar: a heavy truck witihee boxes entered the city to a parking
situated in the city centre where the boxes weaedd onto smaller trucks to make the final
tours.

Finally, some actors use mobile city hubs (D). Vanbarges, considered to be storage parcel
facilities, are moved in different places around ¢itg. The logistics organization is cyclic:
tours in tricycle or other vehicles start from thigbile point and when the delivery round is
done delivery men return to this point, load thashicles and start a new round. The French
green delivery service provider Vert chez Vous enpénted such a supply chain with barges
on the Seine River and tours are done by tricycle.

Those organizations can be combined in a multiettakders supply chain.

A A A A A A A A
A 4

C. Innovative logistic organization : virtual | D. Innovative logistic organization : mobile
exchange point city hub

A Retailers, suppliers, etc. _ _
Delivery to final users

[ sorting office o
<;{}> Exchange point

. City/suburban hub

Figure 2 —Innovative logistic organizations (personal datas from interviews)

Several factors make firms decide to adopt sucbvative organization. From an economic
point of view, some of them use organization B otoDenhance the efficiency of shipping
thanks to a reduction of the transport betweendgsstic platform on the fringes of the city
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and the city centre and a decrease in congesbiostraints. Economic efficiency of the
organization is the main objective of all the astor

We also observe that such organization could kettegfic towards urban areas and town
councils regulations. Firms provide innovative austainable services and organization in
city centres to prevent from urban regulations sashcongestion charges, low emissions
zones or environmental taxes and city centre closmegsure against non-virtuous parcel
providers. Being innovative could provide the firabve to future benefits in regulatory
conditions.

Marketing and communication profits of such innow&torganization towards consumers
and, above all, decision makers in cities candertain extent balance its economic record.
Finally, environmental concerns in firms, or enwimeental and modal shift policies could
explain the implementation of those organizati¢fm. example in the case of organization B,
investments in electric vehicles are encouraged mational incentive but firms can also
develop internal sustainable policies.

CONCLUSION AND PERSPECTIVES

Confronted with both changes in urban logisticaiéssin cities and new consumption and
logistic patterns, a new segment of the CEP se&xtented in urban parcel delivery has been
emerging for a few years in France. The urban palekvery sector is influenced by both
urban logistics and last mile delivery issues. sltcomposed of a wide range of actors
descended from express, postal and transportitnaslibnd of a swarm of innovative new
players. Common B2C and B2B parcel-oriented stiese@and shared experiments in
innovative organizations, services and vehicledat® last-mile issues and environmental
regulations in cities have shaped a new segmentevAway of delivering parcels in cities is
developing. The consolidation of firms and joinfatiges, for example the acquisition of La
Petite Reine by the specialized delivery provideéar'S Service in 2011 or the recent
acquisition of Kiala by UPS in 2012 and Colizen ®gronopost in 2013, testify that a new
segment has been underway for a few years ahdsl@ncentration is intensifying.
Improvement in urban goods distribution requirexamvergence of public and private
initiatives and a public space prepared to receisgan logistics and goods distribution
activities, as in Japan. A better knowledge of eactor is thus required to improve that
“urban productivity”, as Michel Savy puts it. Thaticle tried to present the emerging
knowledge of transport in urban areas by proposingupdated study of the omnipresent
urban parcel delivery sector. Moreover, it providedomplete overview of the urban parcel
delivery organization as well as the inherent idés and issues to help understand the
different opinions and concerns of an importanteitalder in urban logistics.

In the rest of the thesis, perspectives of the ugiiarcel market will be questioned in a ten
year horizon. Changes in final user’'s logistics dath and evolutions in urban logistics
regulation in urban areas will be analyzed to ustded related consequences for the parcel
distribution segment and to provide well-adaptddtgms regarding the specificities of urban
territories.
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