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Post-COVID Supply Chain Trends: Need for Speed Will Drive Blended e-Retail Solutions 

Major disruptions often provoke fundamental shifts in customer behaviors, which in turn 

determine how value is created and lost across supply chains.  While it seems certain that 

COVID-19 is one such example, it is still difficult to say which changes will endure.    

For instance, a growing chorus (much of it backed by speculative investors) is again arguing, as 

they have periodically since the late 1960’s, that the time for telehealth has finally arrived.  Yet 

serious concerns persist from the over-prescription of antibiotics to misdiagnoses, undermining 

both quality of care and attempts to reign in overall healthcare costs.  Dr. Jeremy Greene of John 

Hopkins University observed in his recent article that we appear to be embracing telehealth as 

“good enough medicine.”  Harvard Medical School professor Ateev Mehrotra further warned in 

an interview last month that "telehealth could be overutilized to the point of hurting the target 

population.” So despite the hype predicting a new normal in every area of our lives from 

healthcare to auto sales, we should be cautious not to draw too many conclusions too soon. 

The same prudence is warranted when we think about similarly hyped expectations regarding e-

commerce in a post-COVID world.  Indeed, the predictions at times seem over-stated 

considering that e-commerce only accounted for 16% of total retail sales last year.  Already there 

are a number of experts arguing that “permanent dark stores are the future” with curb-side 

pickup and delivery replacing traditional store formats. Yet at least one survey suggests that 

recent gains in certain areas may not be as long lasting, including the grocery segment.   

Nevertheless, e-commerce sales were already forecasted to realize double-digit growth in the 

foreseeable future, albeit at a declining rate, prior to the current pandemic.  Experience also 

suggests that increased penetration of online platforms during quarantine should favor some 

longer-term adoption and growth.  Consequently, it seems reasonable to anticipate an 

acceleration of prevailing trends in e-commerce growth, though the details by segment remain 

somewhat nebulous.   
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However, accelerated growth will inevitably resurface challenges in e-commerce supply chains 

that started emerging in recent years.  Consider the significance of same day deliveries to better 

compete with the instant gratification of shopping in brick-and-mortar stores – something in 

which Amazon is investing billions of dollars.  RBC Capital predicted that Amazon shares would 

rally approximately 50% on 1-day Prime shipping; this gives whole new meaning to the old 

adage “time is money.”   

The nascent See Now, Buy Now phenomenon demands rapid order fulfillment.  Realizing this 

initially relied heavily on smaller, faster shipments using more costly air freight and LTL.  

Increasingly, however, we see a greater reliance on smaller warehouses closer to major urban 

centers, possibly favoring traditional modes like trucking.  Some even anticipate a resurgence in 

third parties like industrial distributors to bring inventories closer to end-customers. 

Where these redundancies already exist, they have proven successful during the pandemic at 

hardening supply chains compared to traditional models with just two national fulfillment 

centers, one in the east and one in the west.  Glenn Gooding, president of iDrive Logistics 

summed it up best: “In the most simplistic terms possible, the more fulfillment options within a 

network, the less the risk the network will lose core fulfillment capacity.” Consequently, 

inventory carrying costs for online retailers unfortunately seem destined to rise.  This poses the 

greatest challenge to just-in-time inventory  management since Apple CEO Tim Cook’s famous 

maxim that inventory is “fundamentally evil.” 

Ironically, the solution to forward deploy more inventory means that the e-commerce supply 

chain will increasingly resemble traditional brick-and-mortar thereby narrowing some of its cost 

advantage. Indeed, what we are now observing is a convergence of the two in a blended format 

that provides both in-store shopping with convenient e-commerce pick-up and delivery options. 

So just as Amazon is acquiring traditional retailers like Whole Foods, traditional retailers are 

now acquiring e-commerce capabilities to leverage their existing storefronts. News of Target’s 

possible acquisition of technology company Deliv for the batching and routing of orders after 

expanding its delivery network with the acquisition of Shipt and Grand Junction in 2017, 

exemplifies this propensity for convergence. 

The current pandemic will accelerate these trends towards a blended e-retail format in all 

probability with far-reaching implications not only on inventories and modal choices, but 

ultimately on production and sourcing decisions as managers try to reduce lead times in pursuit 

of more responsive supply chain models.  After all there is precedence for retailers requiring that 

manufacturers contribute to, if not carry, the cost of the inventory through JIT fulfillment, listing 

fees, joint warehousing arrangements and the like.  Ultimately expect this to shine a light on the 

cost of inventory in transit.  We will delve into this in more detail in our next article.  So be 

certain to follow American PetroLog on LinkedIn and look for it in your newsfeed. 
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5 Post-COVID Supply Chain Trends: Remapping of Global Supply Chains   

  

Manufacturing has long enjoyed a privileged position in supply chains with an almost singular 

focus on efficiency.  The need for flexibility was largely relegated downstream to logistics and 

distribution – at least until now.  Production and sourcing decisions are garnering an ever-greater 

degree of interest in more recent years for a variety of reasons.    

First, China is less and less desired as the “world’s factory.”  On the one hand, China’s 

manufacturing competitiveness has been eroding in key areas for some time, especially for those 

segments in which it had enjoyed early success due to low labor costs.  This was to be expected 

as a growing urban population inevitably led to higher wages.  Consider that Nike and Adidas 

had already shifted over half of their footwear production to Vietnam as far back as 2010 and 

2013 respectively.  On the other hand, there has been a growing realization that supply chains 

need to be more diversified in an effort to mitigate disruptions: Don’t put all your eggs in one 

basket.  The current pandemic has only served to reinforce this conviction.   

Meanwhile, China’s trade practices have undermined their credibility abroad.  Five years ago the 

Chinese Communist Party (CCP) adopted the Made in China 2025 program, which not only 

sought to quickly climb the value chain of emerging technologies (like Huawei in the 5G sector) 

but also to dominate markets at home and more importantly abroad.  The program was even 
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more protectionist than prior economic policies, explicitly instructing Chinese companies to 

reduce their reliance on foreign multinationals with date-specific targets for domestic content.    

After drawing criticism from the Trump administration in 2018, the CCP quickly dropped any 

official mention of the program.  Unfortunately the Belt and Road Initiative appears to repackage 

many of the worrisome components of the prior program under a different name.  This has 

attracted renewed criticism of China’s predatory trade practices, commonly exemplified by its 

seizure of the Hambantota Port Development Project in Sri Lanka.    

China’s mishandling of the current pandemic is further complicating the situation, as a growing 

number of participating countries approach China about renegotiating Belt and Road loans as 

their economies falter with every new COVID-19 outbreak. Misguided propaganda efforts and 

poorly conceived threats are not helping either.  For how long can executives and boards ignore 

the rapidly deteriorating risk profile of doing business in China?  So it seems inevitable that 

supply chain managers will increasingly look elsewhere whether of their own volition or at the 

urging of governments and consumers back home. Indeed, 40% of Americans now do not want 

to buy products from China.    

Thinking ahead, potential winners and losers start to come into focus.  First and foremost, US 

West Coast ports are increasingly less attractive as the preferred gateway for imports and may 

even consolidate at some point in the future.  Although they will continue to play an important 

role in US trade, their best days are probably behind them.  Attempts to accommodate megaships 

through investments in larger gantry cranes and automation will not be enough.  Lower 

intermodal rates will not make the difference. The bottom line is that much of the utility of these 

ports lies in their ability to be a gateway for primarily Chinese imports destined to the two-thirds 

of the US population living east of the Mississippi River.  The US consumer, more than China, is 

the most important driver in the global economy – and for the most part lives on the East Coast.  

Now consider some of the potential winners.  Canada’s Prince Rupert is growing share thanks to 

fewer sailing days to China and North Asian countries like Japan and Korea as well as to 

transcontinental rail networks that are increasingly penetrating south of the border, such as 

Canadian National’s acquisition of the Massena Line earlier this year.   But as freight is more 

likely to arrive direct via the Suez Canal the deeper production moves into Southeast Asian 

countries from India to Vietnam, East Coast ports, especially New York with its large local and 

regional populations, will continue to grow their share of imports.  Interestingly, even costly and 

highly polluting air freight has been growing its share of the pie, though future availability of 

passenger planes for surge capacity seems less certain given changing attitudes about travel in a 

post-COVID world.  Regardless, all three of these alternatives enjoy the same competitive 

advantage over US West Coast ports, irrespective of trade wars and production leaving or staying 

in China – speed to markets along the US East Coast.  

But what if this is just the beginning?  The pandemic has brutally exposed the “fragile efficiency” 

of global supply chains.  Economist Mohamed El-Erian summed it up recently saying that 

“companies now will put greater emphasis on resilience versus efficiency.”  The situation is 

compounded by public demands that politicians take an active role in ensuring supply chains of 
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national interest.  Consistent with this growing sentiment, President Trump is mulling an 

executive order to require that vital drugs and medical devices be produced in the US.  That said, 

the US government response is not unique.  One might even say that it is tame compared to 

Japan's decision to invest $2.2 billion to help Japanese companies shift production out of China.    

More importantly, as the consumer prevails on upstream interests, supply chains must evolve 

towards a more responsive pull model of fulfillment from a traditional push model.  In a world 

where speed to market is paramount to the seemingly unassailable rise of e-commerce as 

discussed in our previous article in this series, manufacturers will not only better diversify 

sourcing but also strive to employ shorter and faster supply chains.  They will explore strategies 

of regional sourcing and even partial reshoring of production.  Heightened concerns regarding 

China will simply amplify the sense of urgency, even if some companies will need more time.  In 

fact 64% of companies contacted in a recent Thomas survey indicated their likelihood to bring 

production and sourcing back to North America.  Results from Bank of America’s Global Fund 

Manager survey released earlier this week confirm their findings in the chart below.  

All this should bode well for manufacturing not only outside China but especially in the US and 

neighboring countries like Mexico.  It will further entail far-reaching implications across supply 

chains at home. In the next couple articles, we will take a closer look at what this might mean for 

domestic modes of transportation, starting with the trucking industry.  Be certain to follow the 

American PetroLog page on LinkedIn and look for the article in your newsfeed.  If you have not 

yet had a chance to read them, check out some of the other articles in this series.  
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Post-COVID Supply Chain Trends: Reshaping the Trucking Landscape 

 

The current pandemic has taken the trucking industry on a roller-coaster and the ride will not be 

over any time soon.  After an initial surge, volumes fell off dramatically sending rates plunging 

to five year lows.  Truckload linehaul data dropped to 15-year lows.  ATA’s Chief Economist 

Bob Costello noted in an interview with Transport Topics that “the U.S. economy is likely in the 

midst of its deepest recession since the end of World War II.” He notes that the chronic driver 

dearth has now become a surplus, illustrating the wild swing in volumes over the last couple 

months.   

Demand destruction due to the pandemic will again cull the herd of owner operators.  Last year 

the trucking industry experienced a “bloodbath” due to rising insurance costs and trade tensions 

especially with China.  The ongoing war of words between owner operators and brokers is 

indicative of how desperate the situation has become during the pandemic.  Many carriers 

already pushed to the brink will not make it. 

As previously noted, most business executives expect an eventual return to more moderate 

growth.  Historic government bailouts should enable consumers to resume spending more 

quickly.  The market will start to tighten.  The survivors will see rates rise and soar 

exponentially, as we again approach full capacity. That is why we must position ourselves now 

for success later, even as we just try to get through today.  Neglect long-term strategic 

relationships at your own peril.  Understanding this is critical for carriers and shippers alike.   
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However, you must first understand the long-term.  For starters, the recovery will probably be 

uneven.  What and who brought you this far, may not be able to carry you in the future.  In 

previous articles, we discussed how the current pandemic will likely accelerate already strong 

growth in e-commerce.  Then we examined possible impacts on global supply chains in 

particular, noting a bias for speed-to-market that seems to favor deglobalization whether through 

more regional sourcing or even partial re-shoring of production. Again, these developments pre-

dated the current crisis.  We simply conclude that they will gain momentum in a fuller recovery.   

For trucking, this means that service parameters will continue to become more demanding.  

Delivery windows at major retailers like Walmart have already gotten tighter.  But it also implies 

a further decline in the average length-of-haul that has shrunk to just 500 miles or 62% of what it 

was in 2005.  Worse still, this trend has been accelerating in more recent years.   

The day will come when trucking capacity expands once more – some things never change.  But 

it will not simply return to where it was lost.  For example, if more import flows keep shifting to 

East Coast ports, then the market will need less trucking capacity in the west and more in the 

east.  The trucks will also tend to move shorter distances, since two-thirds of the US population 

already lives east of the Mississippi River.  Instead trucking will continue “to pivot toward that 

last-mile need.” To the extent that we experience a reshoring of production in the US, this, too, 

would favor shorter lengths-of-haul in the east. As for bulk freight trucking specifically, this 

development would be very auspicious in a resurgent economy, even as the near-term remains 

mixed with an uptick in some commodities and a downturn in others. 

Drivers would still be needed, just on a different route.  Perhaps this change in traffic flows 

could finally help mitigate a number of the most vexing issues in the trucking industry.  Shorter 

lengths-of-haul could lessen the impact of Hours of Service (HOS) rules and improve the safety 

profiles of carriers.  If drivers are able to get home most nights, this would dramatically improve 

their lifestyle thereby enabling companies to recruit and retain more drivers. It may even help to 

improve their overall health, which is receiving increased attention from regulators. 

If the near-shoring of production to Mexico increases as long anticipated, then cross-border 

trucking must expand in kind with its own unique set of challenges.  Indeed, manufacturing 

consultants at Kearney revealed that Mexico stands to benefit after the pandemic in its annual 

Reshoring Index released last month. Such a development may even partially reverse some of the 

overall decline in lengths-of-haul.   

Be it a matter of months or years, truck rates will eventually turn higher as capacity will have 

fallen too far to support a fuller recovery. Ironically, the final HOS ruling will probably make 

things worse in the near-term by generating additional capacity.  Know that the longer it takes 

the trucking market to turn, the sharper the rebound.  At that point shippers will be looking for 

alternatives like the railroads.  In the next article, we will examine what all this may mean for 

railroads and more importantly how they are likely to respond.  So be certain to follow American 

PetroLog on LinkedIn and look for it in your newsfeed.  In the meantime, be certain to check out 

some of the other articles in this series. 
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Post-COVID Supply Chain Trends: Less Intermodal, More Third-Party Rail Partnerships  

 

“Every major industry was once a growth industry. But some that are now riding a wave of 

growth enthusiasm are very much in the shadow of decline.” Such is the unsettling introduction 

to Harvard Business School professor Theodore Levitt's  1960 paper simply entitled Marketing 

Myopia.  Levitt quickly identified the railroad industry as his poster child for marketing myopia 

adding that “they let others take customers away from them because they assumed themselves to 

be in the railroad business rather than in the transportation business."  This is particularly 

noteworthy in the current context.   

On the one hand, the adoption of Hunter Harrison’s Precision Scheduled Railroading (PSR) 

model as the industry standard invites a whole new level of scrutiny.  Critics argue that 

operational effectiveness is measured primarily in short-term financial performance, no longer 

customer satisfaction.  Ironically, this is happening at the same time that the nearly 200 CEO’s of 

the Business Roundtable issued a statement saying that shareholder value is no longer their main 

objective.  Railroad analyst Tony Hatch regularly derides the prevailing group-think as the “Cult 

of OR,” a measure comparing operating expenses to revenue.   

Such criticism is directed as much at investors as it is at the railroads themselves.  After all, Wall 

Street – not customers and railroad executives – established PSR as the industry standard either 

through activist investors or risk of the same.  Indeed, the only railroad not to have formally 

adopted the PSR operating model is Warren Buffet’s privately held BNSF.  David Nahass of 
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RailwayAge echoed this sentiment when he recently asked, “By applying outsized multiples to 

railroad stocks, is Wall Street unintentionally ‘preventing’ the railroads from growing their 

franchise and increasing loadings—growing the top line—in pursuit of the lowest OR?” 

On the other hand, the pandemic has dramatically hit already struggling rail volumes, despite 

record-setting financial performance.  At last reading, total US year-to-date traffic was down 

12.5% to nearly 9.1 million carloads and intermodal units. In fact, last week it was reported that 

U.S. weekly carloads had declined over 30%, their largest percentage decline ever since AAR 

began collecting rail volume data in 1988.  The need to stay close to customers is greatest at 

times like these.  Unfortunately, this month railroads and their customers are instead squaring off 

in front of the Surface Transportation Board over demurrage and other supplemental charges.  At 

the root of the problem is the pressure on railroads to focus increasingly on more profitable 

linehaul movements while taking an up-or-out approach to lower margin value-added services 

and operations on which many shippers have come to rely.  

Understanding these dynamics is critical to evaluating how the railroads will respond to supply 

chain challenges in a post-COVID world, as laid out in previous articles.   

For example, intermodal rail service with its emphasis on finished goods may very well follow 

coal into a secular downturn of sorts, particularly in the US.  Recall from our previous article that 

two-thirds of the US population lives east of the Mississippi River, and US West Coast ports 

have historically been the best way to get there from China.  As production leaves China, US 

West Coast ports will lose share.  Meanwhile, what remains of Chinese exports will continue to 

divert to growing Canadian ports to the extent possible, thanks to fewer sailing days.  That said, 

intermodal volumes from south of the border should grow, if Mexico can capitalize on near-

shore production trends.  US East Coast ports are also likely to see an increase in intermodal 

traffic destined for the American heartland, as production shifts deeper into Southeast Asia or 

even relocates regionally.  The potential for the reshoring of some US manufacturing should 

further bolster domestic intermodal.  All of this would significantly reshape the intermodal 

landscape for years to come. 

As industry observer Larry Gross of Gross Transportation Consulting recently observed, this 

“dispersal” of freight flows has the potential to upend intermodal supply chains reliant on lane 

volume density.  He writes, “The current intermodal focus on running the simplest possible 

network of the largest trains will also need to change in the years to come in order to adapt to this 

new reality.”  Unfortunately, the net effect on intermodal rail volumes is likely to be negative so 

long as short-haul intermodal remains elusive.  The fact is that most people live near the coasts 

and so near the ports with Chicagoland being the main exception.  Just think of where all the 

lights are in a satellite image of the US at night.  Trucks have always enjoyed a competitive 

advantage in shorter lengths-of-haul for finished goods.  Meanwhile, intermodal networks have 

curtailed service lanes and shuttered terminals with the PSR roll-out.  Unlike other countries 

such as Australia, there simply is not the same appetite of years past at US railroads to invest in a 

short-haul solution for a segment with less compelling margins. 
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More promising are the prospects for traditional carload service.  Any increase in manufacturing 

in the US or neighboring countries should generate incremental bulk shipments.  Unlike finished 

goods, dry and liquid bulk shipments often favor rail transportation.  (Though Oliver Wyman’s 

Rod Case warns that potential changes in technology could swing the competitive advantage to 

truck, stunting carload growth through 2045.)  Rail is more suitable than truck for such 

commodities in terms of modal efficiency and safety.  Rail is also more flexible than barge and 

pipeline.  Furthermore, mother nature has the first word in supply chain design for these 

commodities, from crops and trees to aggregates and petroleum products.  This dictates not only 

length-of-haul but also the need for significant capacity often in remote places.  More 

interestingly, carload linehaul service seems to benefit most in the PSR model.   

Even so, other aspects of the PSR model pose challenges to capitalizing on this opportunity.  The 

Surface Transportation Board review of demurrage and other supplemental charges specifically 

regard carload policies affecting the overall cost of rail service, not to mention ease of doing 

business.   As railroads focus increasingly on more profitable linehaul, similar issues may arise 

with other value-added operations and services.   

Consider the willingness of railroads to spin-off portions of their network to Short Lines.  These 

smaller rail segments typically lack the density necessary to deliver the same asset utilization as 

the “core” network.  In this way, the railroads retain more profitable linehaul operations while 

outsourcing the complexity and inefficiencies of local service in low density rail branches. 

We may see a similar evolution in value-added logistics services in the moment that they no 

longer generate sufficiently attractive returns.  Union Pacific’s recent decision to close its 

Rotterdam warehouse and shipping center acquired in 2017, driven by a sharp decline in demand 

for fresh produce during the pandemic, is one such example.  Perhaps Canadian Pacific’s 

announcement last year to enlist the support of a local transload provider at their railyard in 

Montreal suggests a more sustainable path forward. 

Despite the impressive financial results of the PSR model, service defined by Hunter as “doing 

what we say we’ll do” fails to ask what customers need and want.  Levitt certainly would not be 

impressed.  Yet collaborations like these with Short Lines and other third-party providers may 

indicate a way to reconcile PSR demands with market demands – at least in part.  Expect these 

strategic partnerships to figure ever more prominently in the future. 

Admittedly none of this is new.  As in previous articles, we simply conclude that certain 

prevailing supply chain trends prior to the pandemic are likely to gain momentum in a post-

COVID world and then give our perspective on what that means going forward. In our next and 

final article, we will instead consider still emerging technologies in manufacturing and how they 

might reinforce these supply chain trends through a more radical disruption of production 

planning.  Be certain to like the American PetroLog page on LinkedIn and look for the article in 

your newsfeed.  We also invite you to read the other articles in this series. 
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Post-COVID Supply Chain Trends: Industry 4.0 & the Rise of Distributed Manufacturing  

 

Thus far in the course of this six-part series, we have examined four supply chain trends that are 

likely to prevail in a post-COVID world.  Let us quickly review them here: 

1. The need for speed in e-commerce is fast evolving towards more distributed warehousing 

closer to consumers, suggesting an increase in forward deployed inventory carrying costs.   

2. As sourcing and production diversify away from China, US West Coast ports will lose 

share to both US East Coast and Canadian ports.  More importantly, the need for shorter, 

faster supply chains encourages near-shoring of production in Mexico and elsewhere in 

this hemisphere, as well as the re-shoring of production in the US.   

3. All this will ultimately reshape traffic flows and have a dramatic impact on domestic 

modes of transportation.  Expect an increase in shorter lengths-of-haul off the East Coast 

for trucking along with continued emphasis on the last-mile. 

4. Similarly, railroads will experience significant volume declines in intermodal potentially 

offset by an increase in carload volumes. Third party partnerships will be critical to their 

capitalizing on the opportunity given constraints imposed by the PSR operating model. 
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What all of these trends have in common is that they were already emerging prior to the current 

pandemic.  That is what makes them so compelling.  Yet author and business executive Seth 

Godin would remind us that “Change is never perfect.  Change means reinvention, and until 

something is reinvented, we have no idea what the spec is.”   

Perhaps the greatest challenge to emerge as a result of these four trends would be a begrudging 

rise in inventories.  Indeed, it seems to be as unassailable as the rise of e-commerce itself.  As 

already anticipated, online retailers will again push as much of this cost as possible onto 

manufacturers.  More difficult still, the current generation of business leaders that rose through 

the ranks thanks to their embrace of just-in-time inventory management will struggle to adapt to 

this new normal.  Thus far, they have been able to stomach costly and highly polluting air freight 

to meet the ever-greater demands of e-commerce while maintaining longer supply chains.  

Nevertheless, in recent years air freight has started to struggle to keep pace.  

Out of this necessity will eventually come our fifth and final supply chain trend likely to emerge 

after the current pandemic: distributed manufacturing.  This form of decentralized manufacturing 

typically entails small-scale production closer to end consumers that is capable of churning out 

smaller batch quantities on demand.  The long-term consequences for the manufacturing sector 

seem somewhat analogous to the impact of “mini-mills” on the domestic steel industry, which 

catapulted Nucor to a leadership position that it still holds today.  Just as the invention of the 

electric-arc furnace was critical in the transformation of the steel industry, technology will be 

crucial to the evolution towards distributed manufacturing. 

Indeed, Deloitte refers to it as the fourth industrial revolution or more simply Industry 4.0.  Just 

do not look for a silver bullet.  This vision relies on complex, tailored systems of interconnected 

digital and physical technologies.  Value is created by combining real-time insights from big 

data, cloud computing and the Internet of Things with the small-scale efficiencies of robotics, 

automation and 3D printing. 

The textile sector in particular is worth considering as this transformation unfolds.  Thanks to 

both a heavy reliance on manufacturing and strong customer engagement with their products, 

these industries frequently serve as harbingers of trends to come.  Indeed, textile industries have 

typically been among the early movers ever since the first industrial revolution.  Their 

manufacturers were among the first to move production off-shore eventually finding their way to 

China.  Then they were among the first to leave China for other countries like Vietnam.  Even in 

the vast world of e-commerce, nowhere is the need for speed greater than with the emergence of 

the See Now, Buy Now phenomenon that has upended the way the fashion industry operates – 

and generated many inventory woes in the process. 

The smaller scale of distributed manufacturing operations brings production closer to end-

consumers.  Not only does this cut down on the cost of inventories, but also helps to reduce and 

optimize transportation costs across the supply chain.  After all, boxes of finished goods often 

contain a lot of air.  Just think about a truck full of sneakers. However, distributed manufacturing 

would favor more shipments of bulk commodities and intermediate goods in lieu of finished 

products.  After all, the final product can then be created or assembled just around the block.  
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The impact on supply chain costs will be akin to the shrinking of electronics and the reduced 

water content of detergents and household cleaners.  Once these technologies and systems of 

technologies come of age, one could image a world of See Now, Buy Now … Produce Now. 

Manufactures are already getting an early glimpse of the potential value of product 

customization made possible by better data combined with better technology.  Nike is a great 

case in this regard starting with the launch of NikeID in 2000.  The program has since expanded 

from being offered only online to over 100 in-store “studios” worldwide. Last year Nike 

rebranded the initiative as Nike by You in an effort to better communicate this notion of 

collaborative product development, helping to grow e-commerce sales by 42% in its first fiscal 

quarter.  Daniel Edmundson, Strategy Director at Gretel, sums up the trend as such: “The next 

generation of consumers is setting a high bar for customization to express all facets of their 

identity and individuality.”   

Again the textile sector is at the forefront of this still emerging trend, though you can already 

formulate your own bespoke fragrance and cosmetics to complement your personalized clothes 

and sneakers.  Meanwhile, the practical potential of Industry 4.0 is also fast emerging in other 

sectors, like healthcare where these technology systems are currently being leveraged for 

everything from personalized implants and prosthetics to workable models of tumors and organs 

for tailored treatments. 

To a large extent, the advent of distributed manufacturing will be symbiotic with that of the other 

four trends.  Digital e-commerce platforms play a crucial role in generating data insights critical 

to developing distributed manufacturing systems, in turn helping to drive further penetration and 

growth for online retailers.  Whether producing or simply assembling the product closer to the 

consumer, distributed manufacturing takes the concept of faster, shorter supply chains to a whole 

new level.  Consequently, the trucking industry will continue to focus on the last-mile, whereas 

railroads and their strategic third-party partners will instead focus more on carload shipments of 

dry and liquid bulk commodities and intermediate products. 

Although private enterprise and national policies will be important to realizing the Industry 4.0 

revolution, local governments and organizations must be willing to play a vital role in order to 

ensure its success.  After all, the genius of distributed manufacturing is precisely the fact that it is 

local.  The first forays will likely occur in the largest urban centers. 

Watch for New York City to be an early winner.  In addition to a large local and regional 

population of consumers, city government is already actively promoting distributed 

manufacturing to support local industries and entrepreneurs.  The NY Economic Development 

Corporation frames the opportunity as follows: “Technological advances and new ways of doing 

business are shaping a new manufacturing system, with a focus on smaller, more flexible 

production.”  Meanwhile, the Port Authority of New York and New Jersey has actively worked 

to ensure that the city’s infrastructure satisfies both short and long-term needs.  On the one hand, 

investments like raising the Bayonne Bridge to accommodate larger ocean carriers have proven 

critical to facilitating the shift in imports to the US East Coast.  On the other hand, recent 

upgrades to NYNJ Rail’s carfloat operations and the opening of a new transload site right in the 
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heart of Brooklyn at the 65th Street Railyard, guarantee that the local infrastructure can 

efficiently serve manufacturers in the big city.  Not only do investments like these support 

existing industries in areas like the North Brooklyn Industrial Business Zone, but also lay the 

foundation for future growth through distributed manufacturing. 

In closing, we would be remiss if we did not acknowledge the immense human and economic 

suffering caused by the pandemic.  Specifically, New York City is among the hardest hit.  The 

devastation in the Big Apple has captured the attention of the nation and the world. At times 

uncertainty about the future abounds.  As one New York Post opinion writer wrote earlier this 

week, “NYC’s urban model faces existential crisis in post-pandemic world.”   

Yet as we reflect on the implications of these five post-COVID supply chain trends identified in 

this six-part series, we cannot help but to think that the city’s best days are still ahead.  New 

York, like many urban centers, is well positioned to capitalize on these five post-COVID supply 

chain trends.  Rest assured that the impact of these trends is more enduring than that of the virus.  















































































































CSX CONTINUES TO INVEST IN GROWTH

7

55%

5%

28%

12%

2017 Capital Investment
$2.2 billion

Infrastructure Equipment Strategic PTC

◼ Core investment expected to 

decline to $1.97 billion this year

— Infrastructure investment targets rail 

safety and performance

— Equipment budget moderating with 

completion of locomotive purchase

— Strategic investments increasing to 

fund CSX of Tomorrow initiatives

◼ PTC investment of about $270M

— Total cost of PTC implementation 

now estimated at about $2.4 billion

Note: Capital investment excludes reimbursements from investments related to public-private projects









8 SUPER SITES USE PREDICTIVE ANALYTICS TO 

PROVIDE SAFER, MORE RELIABLE SERVICE
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SHIPCSX HELPS TO KEEP EQUIPMENT MOVING

◼ Proactive notifications keep you informed 

on how your shipments are progressing

— Bad Order Notice

— ETA Change Notice

— In-Transit Curfew/Service Advisory

◼ Shipment management suite allows you to 

estimate and track your shipments

— Transit Time including dwell information

— Railcar Tracking

◼ Enhanced reporting features allow you to 

process trace metrics quickly and easily

— NEW Shipment Tracking Map

16



SHIPMENT TRACKING MAP

17

◼ Opportunity to personalize filters to 

display traffic for specific shipments 

and trains in specific geographies

— Search for specific Train IDs or 

Equipment numbers

— Use filters to refine map results

— Click on markers for detailed info

◼ Easily see jeopardy shipments for 

exceptions such as Bad Order

◼ Links to other tracking tools







THANK YOU FOR YOUR BUSINESS

◼ A DIVERSE PORTFOLIO OFFERS BOTH CHALLENGES AND 

OPPORTUNITIES FOR RAILS

— Capitalizing on Merchandise and Intermodal growth even as Coal struggles

— Truckload market dynamics constructive for OTR conversions long-term

◼ CONNECTIVITY EXPANDS MARKET REACH AND RELEVANCE

— Investments on Core Triangle drive efficiencies, including at ports and gateways

— CGR option supports rail solutions in southern Mexico 

— Transload solutions make rail relevant for non-rail-served locations

◼ TECHNOLOGY HELPS DRIVE SERVICE TO THE NEXT LEVEL

— Predictive analytics to providing ever-safer and more reliable service

— Online tools facilitate integration with broader supply chains

— New reporting like CDR’s to help customers better manage equipment
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THIS INFORMATION AND OTHER STATEMENTS BY THE COMPANY MAY CONTAIN FORWARD-LOOKING STATEMENTS 
WITHIN THE MEANING OF THE PRIVATE SECURITIES LITIGATION REFORM ACT WITH RESPECT TO, AMONG OTHER 
ITEMS: PROJECTIONS AND ESTIMATES OF EARNINGS, REVENUES, MARGINS, VOLUMES, RATES, COST-SAVINGS, 
EXPENSES, TAXES, LIQUIDITY, CAPITAL EXPENDITURES, DIVIDENDS, SHARE REPURCHASES OR OTHER FINANCIAL 
ITEMS, STATEMENTS OF MANAGEMENT’S PLANS, STRATEGIES AND OBJECTIVES FOR FUTURE OPERATIONS, AND 
MANAGEMENT’S EXPECTATIONS AS TO FUTURE PERFORMANCE AND OPERATIONS AND THE TIME BY WHICH 
OBJECTIVES WILL BE ACHIEVED, STATEMENTS CONCERNING PROPOSED NEW SERVICES, AND STATEMENTS 
REGARDING FUTURE ECONOMIC, INDUSTRY OR MARKET CONDITIONS OR PERFORMANCE. FORWARD-LOOKING 
STATEMENTS ARE TYPICALLY IDENTIFIED BY WORDS OR PHRASES SUCH AS “WILL,” “SHOULD,” “BELIEVE,” “EXPECT,” 
“ANTICIPATE,” “PROJECT,” “ESTIMATE,” “PRELIMINARY” AND SIMILAR EXPRESSIONS. FORWARD-LOOKING 
STATEMENTS SPEAK ONLY AS OF THE DATE THEY ARE MADE, AND THE COMPANY UNDERTAKES NO OBLIGATION 
TO UPDATE OR REVISE ANY FORWARD-LOOKING STATEMENT. IF THE COMPANY UPDATES ANY FORWARD-LOOKING 
STATEMENT, NO INFERENCE SHOULD BE DRAWN THAT THE COMPANY WILL MAKE ADDITIONAL UPDATES WITH 
RESPECT TO THAT STATEMENT OR ANY OTHER FORWARD-LOOKING STATEMENTS. 

 

FORWARD-LOOKING STATEMENTS ARE SUBJECT TO A NUMBER OF RISKS AND UNCERTAINTIES, AND ACTUAL 
PERFORMANCE OR RESULTS COULD DIFFER MATERIALLY FROM THAT ANTICIPATED BY ANY FORWARD-LOOKING 
STATEMENTS. FACTORS THAT MAY CAUSE ACTUAL RESULTS TO DIFFER MATERIALLY FROM THOSE 
CONTEMPLATED BY ANY FORWARD-LOOKING STATEMENTS INCLUDE, AMONG OTHERS; (I) THE COMPANY’S 
SUCCESS IN IMPLEMENTING ITS FINANCIAL AND OPERATIONAL INITIATIVES; (II) CHANGES IN DOMESTIC OR 
INTERNATIONAL ECONOMIC, POLITICAL OR BUSINESS CONDITIONS, INCLUDING THOSE AFFECTING THE 
TRANSPORTATION INDUSTRY (SUCH AS THE IMPACT OF INDUSTRY COMPETITION, CONDITIONS, PERFORMANCE 
AND CONSOLIDATION); (III) LEGISLATIVE OR REGULATORY CHANGES; (IV) THE INHERENT BUSINESS RISKS 
ASSOCIATED WITH SAFETY AND SECURITY; (V) THE OUTCOME OF CLAIMS AND LITIGATION INVOLVING OR 
AFFECTING THE COMPANY; (VI) NATURAL EVENTS SUCH AS SEVERE WEATHER CONDITIONS OR PANDEMIC HEALTH 
CRISES; AND (VII) THE INHERENT UNCERTAINTY ASSOCIATED WITH PROJECTING ECONOMIC AND BUSINESS 
CONDITIONS. 

 

OTHER IMPORTANT ASSUMPTIONS AND FACTORS THAT COULD CAUSE ACTUAL RESULTS TO DIFFER MATERIALLY 
FROM THOSE IN THE FORWARD-LOOKING STATEMENTS ARE SPECIFIED IN THE COMPANY’S SEC REPORTS, 
ACCESSIBLE ON THE SEC’S WEBSITE AT WWW.SEC.GOV AND THE COMPANY’S WEBSITE AT WWW.CSX.COM.  
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FORWARD LOOKING DISCLOSURE 



NON-GAAP MEASURES DISCLOSURE 

CSX REPORTS ITS FINANCIAL RESULTS IN ACCORDANCE WITH ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN 

THE UNITED STATES OF AMERICA (U.S. GAAP).  CSX ALSO USES CERTAIN NON-GAAP MEASURES THAT FALL WITHIN 

THE MEANING OF SECURITIES AND EXCHANGE COMMISSION REGULATION G AND REGULATION S-K ITEM 10(E), 

WHICH MAY PROVIDE USERS OF THE FINANCIAL INFORMATION WITH ADDITIONAL MEANINGFUL COMPARISON TO 

PRIOR REPORTED RESULTS.   

 

NON-GAAP MEASURES DO NOT HAVE STANDARDIZED DEFINITIONS AND ARE NOT DEFINED BY U.S. 

GAAP.  THEREFORE, CSX’S NON-GAAP MEASURES ARE UNLIKELY TO BE COMPARABLE TO SIMILAR MEASURES 

PRESENTED BY OTHER COMPANIES.  THE PRESENTATION OF THESE NON-GAAP MEASURES SHOULD NOT BE 

CONSIDERED IN ISOLATION FROM, AS A SUBSTITUTE FOR, OR AS SUPERIOR TO THE FINANCIAL INFORMATION 

PRESENTED IN ACCORDANCE WITH GAAP.  RECONCILIATIONS OF NON-GAAP MEASURES TO CORRESPONDING 

GAAP MEASURES ARE ATTACHED HERETO IN THE APPENDIX OF THIS PRESENTATION. 

 

FORWARD LOOKING NON-GAAP MEASURES 

CSX PRESENTS NON-GAAP OR ADJUSTED OPERATING RATIO AND ADJUSTED NET EARNINGS PER SHARE, 

ASSUMING DILUTION ON A FORWARD-LOOKING BASIS.  THE MOST DIRECTLY COMPARABLE FORWARD-LOOKING 

GAAP MEASURE IS OPERATING RATIO AND NET EARNINGS PER SHARE, ASSUMING DILUTION.  CSX IS UNABLE TO 

PROVIDE A QUANTITATIVE RECONCILIATION OF THESE FORWARD-LOOKING NON-GAAP MEASURES TO THE MOST 

DIRECTLY COMPARABLE FORWARD-LOOKING GAAP MEASURE, BECAUSE CSX CANNOT RELIABLY FORECAST THE 

TIMING AND AMOUNT OF FUTURE RESTRUCTURING CHARGES AND OTHER CHARGES RELATED TO THE CHANGE OF 

LEADERSHIP AND STRATEGY WHICH ARE DIFFICULT TO PREDICT AND ESTIMATE.  PLEASE NOTE THAT THE 

UNAVAILABLE RECONCILING ITEMS COULD SIGNIFICANTLY IMPACT CSX’S FUTURE FINANCIAL GAAP RESULTS.  
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FUTURE CHALLENGES REMAIN 

8 

 Near-term remains favorable for rail 

― Positive macro-economic environment 

― Maintains a strong value proposition with better 

infrastructure than alternative modes 

― ELD’s likely to hinder productivity and even 

exacerbate the driver shortage  

 

 However uncertain, other initiatives will 

likely promote trucking efficiencies 

― Increased size and weight 

― More stringent fuel consumption standards 

― Platooning and autonomous vehicles 

 

 Railroads must focus on innovation 

― Technological advances still important 

― Must not neglect process innovation  

to control asset and labor costs 

 Source: ASCE National Infrastructure Report Card 2017; WSJ “Truckers Are in No Hurry to Have Their Hours Tracked, 9/14/2017. 





























ALREADY DELIVERING RESULTS FOR CUSTOMERS 

22 Source: AAR 
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CSX IS UNDERGOING TRANSFORMATIONAL CHANGE 

 Precision Scheduled Railroading rollout has been rapid 
― Implementing core tenets on an accelerated basis 

 

 Now focused on executing and refining operating plan 
― Aligning field leaders with Precision Railroading and new regional structure 

 

 Resources support current train plan  
― As execution improves, service, volume and utilization are expected to improve 

 

 Long-term vision intact despite recent transition issues 
― Transition issues in Q3 temporarily slowed progress for this year 
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