Available online at www.sciencedirect.com

. ] Transportation
ScienceDirect Research

Procedia

www.elsevier.com/locate/procedia

ELSEVIER Transportation Research Procedia 12 (2016) 787 — 799

The 9th International Conference on City Logistics, Tenerife, Canary Islands (Spain), 17-19 June
2015

Value co-creation in the interface between city logistics provider
and in-store processes

Britta Gammelgaard, Christina B.G.Andersen, Jesper Aastrup*

Department of Operations Management, Copenhagen Business School, Solbjerg Pldas 3, 2000 Frederiksberg C, Denmark

Abstract

This paper develops a framework for understanding how city logistics service co-creates value with users. The users’ perspective
in city logistics research is limited, and value added services are rarely emphasized. The framework developed is based on
literature on value in business markets, and in-store processes. Two case stores and their use of city logistics demonstrate how
value is co-created when changes in delivery patterns and value added services affect especially the use of store employees.
Further, we show that there is a barrier to the co-creation of value when services get close to core activities in-store operations.
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1. Introduction

City logistics based on Urban Consolidation Centres (UCC) have been tested in many European cities (Browne et
al, 2005); often without the success that stakeholders expected and wished for. One reason for this may be that
projects have not emphasized the needs of users. As a business model for city logistics is presently lacking (Palsson,
2014), this paper seeks to contribute to such a model by emphasizing how city logistics providers potentially co-
create value with users.

* Corresponding author. Tel.: +45 3815 28; fax: +45 3815 2440.
E-mail address: bg.om@cbs.dk

2352-1465 © 2016 Published by Elsevier B.V. Thisis an open access article under the CC BY-NC-ND license
(http://creativecommons.org/licenses/by-nc-nd/4.0/).

Peer-review under responsibility of the organising committee of the 9th International Conference on City Logistics
doi:10.1016/j.trpro.2016.02.032



788 Britta Gammelgaard et al. / Transportation Research Procedia 12 (2016) 787 — 799

This paper deals with the possible business benefits and value drivers of stores as users of city logistics. City
logistics users have been a rarely treated actor group in city logistics literature. Users of UCCs represent an
important stakeholder as they, according to e.g. van Rooijen and Quak, (2008) can choose whether or not delivery in
cities has to be made via a UCC. Thus, benefits for users is a mechanism for attracting necessary freight volumes for
UCC based systems. However, only few contributions outline possible value adding services from UCCs (e.g.
Browne et al, 2005; van Roijen & Quak, 2008; Aastrup et al., 2012), and only a few contributions take a users’
perspective (e.g. Hvass & Teilmann, 2012; Pélsson, 2014, Hofenk, 2012), and no-one the interface between logistics
service provider and store. The value adding processes in city logistics schemes seem to be poorly understood.

In this paper we therefore analyze value drivers for stores from using city logistics services. We address both the
value of the basic delivery parameters as well possible value adding services. Theories of value in business markets,
co-creation of value and models of in-store logistics and operations will be applied to get this deeper understanding
of the interface between city logistics service provider and store/consignee and therefore how value is co-created.

The purpose of this paper is to develop and exemplify a framework for understanding how activities and services
can add value for users and consignees in city logistics schemes based on UCCs. This is captured in the research
questions below:

e How do value adding services co-create value in the interface between city logistics provider activities and in-
store processes?

e How value adding services affect in-store processes and resources? Which benefits and sacrifices are perceived
by users from these activities?

Section two introduces city logistics literature addressing UCCs and the users’ perspective. Section three
develops a framework of potential UCC based value drivers for stores using city logistics. Section four presents the
findings from two case stores, both users of city logistics services in Copenhagen. Section five and six discuss the
findings and conclude the paper.

2. City Logistics and value adding services

City logistics is about having an urban geographical perspective on the supply and distribution chains generating
traffic activity in cities, and to regulate, organize and consolidate those activities, i.e. a destination perspective (van
Rooijen and Quak, 2008). City logistics can be defined as “ all co-ordinated measures comprising logistic collection
and delivery activities of logistic service providersin urban areas...” (BESTUFS, 2007).

The definition of city logistics does not necessarily imply the use of consolidation centres. However, this research
will address city logistics schemes based UCCs. The basics of a UCC is to separate the distribution activities in and
out of the urban area from the distribution activities to and from the urban area. We use the term UCC as: “a
logistics facility that is situated in relatively close proximity to the geographic area .... from which consolidated
deliveries are carried out within that area. A range of other value-added logistics and retail services can also be
provided at the UCC.” (Browne et al, 2005).

The potential gains typically addressed is environmental and social benefits as result of factors such as reduction
in vehicle trips in the city, fewer trucks, better utilization and consolidation of vehicles (Browne et al, 2005;
BESTUFS, 2007; Quak, 2008). The raison d’etre of UCC schemes lies in activities of consolidation and
transshipment also crucial in the definition above. Through consolidation activities the number of vehicles in the city
can be reduced, and through transshipment the freight will be transferred to vehicles more expedient for city
distribution, e.g. lighter/smaller vehicles, vehicles using alternative fuels or perhaps bicycles.

Besides the two crucial activities of transshipment and consolidation, a third element in the definition above is the
possibility of supplying value added retail and logistics activities from the UCC. Consolidation and transshipment
activities address how to carry out given distribution activities in a more efficient manner when it comes to cost as
well as externalities. The value adding activities, on the other hand, address benefits for users that such a city
logistics scheme can provide, and they open up for a possibility of reconfiguring logistics activities (Halldorsson,
2002).
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