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Hermes Logistics
Hermes Logistik Gruppe
Deutschland GmbH is Germany's
largest independent provider of
logistics services to private citizens
(B2C and C2C sectors). Hermes
transports (almost) everything -
from letters to parcels to furniture
and large electrical appliances.
Hermes Logistik Gruppe
Deutschland GmbH focuses on the
following business fields: parcel
service, furniture and large goods
service, letter and information
service as well as repair service.

In keeping with the motto , Weil's
gut ankommt!* (Reliable and safe
delivery), Hermes Logistik Gruppe
Deutschland GmbH delivered
252 million letters and parcels

as well as over two million large
goods and recorded 1.018 billion
Euro in net turnover in 2008. With
over 14,000 Hermes Parcel Shops,
the Group operates a nationwide
network of acceptance points for
private parcel shipments. These
shops can also be used as alterna-
tive delivery addresses for mail-
order shipments. In its three
business fields (parcel service, let-
ter/information service, furniture/
large goods service), Hermes
serves more than 500 clients who
receive cost-volume-profit
analyses (CVP) on a monthly
basis - for every possible combina-
tion of client and business field.

To be successful in today's dynamic, global logistics market, companies must rely on

a high level of process transparency. Hermes Logistik Gruppe achieves this objective
with the solution developed by Thinking Networks. And that is not all.

The logistics industry is one of the most important beneficiaries of the global economy.
Since 2004, the volume of registered shipments of goods rose by roughly 10 percent
from 3.6 billion tonnes to four billion tonnes (2007). Nearly two million people currently
work in the industry in Germany. Yet logistics firms have also been forced to cope with
substantial cost increases. Due to rising fuel prices and personnel expenditures, logistics
costs have risen by almost 20 percent since 2003, and will continue to increase until
2013 according to estimates compiled by A.T. Kearny Corporate Consultants. This
means that logistics service providers must take steps now to optimize their supply
chain structures and manage their net operating assets more systematically.

Hermes Logistik Gruppe has already initiated this process. Thanks to the TN Planning
software developed by Thinking Networks, the Group now has the capacity to prepare
integrated quantity, profit-and-loss and business field plans in a single cycle, for the
most part. “The heart of this planning process is our ability to consolidate plans for
individual levels quickly and with nearly full automation and to evaluate them individu-
ally afterwards. We can break these plans down to the delivery costs for each individual
client - and we have a great many of them”, explains Henning Reuer, head of the
Central Controlling Department at Hermes.



Benefits at a glance

- Allocation of profit-and-loss,
turn-over and CVP data to clients
and business fields in a single
solution

- Top-down and bottom-up plan-
ning and planning down to the
unit-cost level

- Individualized segment planning
which can be incorporated into a
consistent base

- A clear picture of the company's
earnings situation at any given
time

- Detailed description of the entire
logistics process

Author: Sven Hansel

The decision to use this truly fundamental software system is grounded in the history
of the company. Hermes has evolved from a traditional parcel delivery service for Otto
Group of Hamburg to a successful logistics service provider within just a few short years.
The company has grown to become a major service group with more than 16,000 em-
ployees, over one million customer contacts per day and 252 million deliveries to ad-
dressees in 23 EU Member States. “In view of this growth, we realized that we needed to
upgrade our management and controlling systems in order to keep pace with changing

requirements”, says Henning Reuer.

But also because Hermes now transports (almost) everything, from simple letters to bulky
goods to furniture and large goods. Consequently, the company has developed a dif-
ferentiated system for current and target data planning. This system assesses each step
in the logistics process chain and calculates contribution margins, costs and turnover for
several hundred clients and even for individual business fields. For current data manage-
ment purposes, the cost unit account provides a transparent breakdown on a monthly

basis.

During implementation of the supplementary planning solution based on TN Planning,
the complex offsetting operations for the cost unit account were replicated in a some-
what simplified form for planning purposes. The objective was to guarantee the efficient
exchange of current, forecast and planning data with the established data warehouse.
The planning tool had to be capable of transferring individual planning data from a large
number of participants to a base and to accommodate an Excel import for advanced de-
tail planning purposes. Additional supporting functions, such as the automatic allocation
of costs to monthly accounts, were also included.

In the final analysis, this involved a huge investment of time and resources, but one which
has led to a particularly intensive granulation of the processes involved. One example is
the unit cost of a given process step. This is the term used by experts at Hermes with
reference to the cost of delivering a parcel - broken down to individual clients. Another
example are the costs of transshipment at one of the main transfer bases. And even the
cost of one cubic metre of lorry space over a long motorway route can be calculated in
this way. “This unit cost planning function is very important for us, as these figures serve
as key performance indicators for the assessment of process segments with which we will
ultimately be able to develop aggregate level forecasts in future - as a kind of continuous
planning preview", explains controlling expert Reuer with regard to the benefits.

The second objective was the detailed exchange of current, forecast and planning data
between the Hermes data warehouse and the TN Planning software developed by Think-
ing Networks. The company uses the monthly analyses of cost unit accounts, which are
keyed to the profit-and-loss account, to compile forecasts for the remainder of the year

on the basis of current data.
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At the technical level, the data warehouse is engaged in a massive - and trouble free!
- exchange of data with the planning tool. TN Planning is relevant for data during the
planning phase, after which the program transfers the data to the data warehouse. All
analyses eventually flow through the data warehouse to the user via Business Objects
as the front end.

The third challenge mastered by Hermes with the aid of TN Planning was that of transfer-
ring individual decentralized plans to a base and processing them according to different
criteria. The starting point for planning at Hermes is the standard earnings plan for the
profit-and-loss account, for which turnover and cost positions are planned. However, the
unique feature of the TN Planning solution is that it automatically calculates all planned
costs for individual process segments and then down to the level of the individual client.
It is even capable of allocating them to a client's CVP structure. Thus each planner within
the company can enter his or her specific data - on quantities and proceeds in sales, for
example, or on production costs - into the planning system. “What is ultimately ensured,
however, is the fact that the whole once again becomes a logical, comprehensive system
and that the overall plan reflects not only turnover and costs but also a number of other

dimensions”, explains Henning Reuer.

The practical advantage offered by this highly granular management information is obvi-
ous. “The key benefit derived from the comparison of current and planning data is that
| can identify certain aspects precisely. How much am | earning with a given business op-
eration and what did | plan to earn? Thus | always have a clear picture of the company'’s
earnings situation"”, notes department head Reuer. This might then serve as the point of
departure for new pricing measures or for optimization of our own processes. In addition,
Hermes knows at any given time, for example, how it has adapted costs to changing
quantities in its variable segments, what contribution margin has been achieved and how
fixed costs have developed. At the same time, these insights can be used to calculate new
business operations on the basis of these costs. Yet another benefit gained by Hermes
Group from the use of TN Planning is that specific aspects can be incorporated more
effectively into the planning process. The company can assess, for example, the overall
impact of changing costs and planned sales measures on its clients. Henning Reuer cites
one example: “Let us assume that the costs of diesel fuel go up. How will a given client’s
CVP change on the basis of the interplay between the impact of these costs changes and
the earnings targets set by sales? That can be determined only through detailed analysis
of the interaction of all planning data.”

In spite of the granularity of the planning processes involved, the time investment re-
quired remains within reasonable limits. Once all cost positions and earnings have been
planned, planning data is available at the client level within one day. In conclusion:
Thanks to its depth of detail, TN Planning serves top management as a decision-making
aid and not merely a pure financial assessment tool. According to Henning Reuer, “The
key here is certainly the fact that plans from the individual levels and participants can be
effectively consolidated within a very short period and with a high level of automation
and then evaluated individually afterwards - drilled down to the delivery costs for each
individual client of whom we have a great many. That is the crucial aspect”, explains
Henning Reuer in summation.



