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TCC: 
Urban Distribution of Goods in Medellín 

 
Jorge García Arango had just learned via local television that, on the following day – 
March 7th 2018 – the Municipality of Medellin and the Metropolitan Area2 would 
implement emergency measures due to the high atmospheric pollution levels in the 
Aburrá Valley. In addition, said decision would not only restrict the circulation of 
vehicles on March 8th and 9th from 5:00 a.m. to 10:00 a.m. and from 4:00 p.m. until 8:00 
p.m. in the evenings, but also increase the number of vehicle’s license plate3 digits that 
could not circulate4. 
 
Mr. García, as regional manager of TCC, a Medellín-based company dedicated to the 
shipping of parcels, transport, international freight, and logistics services, knew that its 
operation would be modified by this needed measure. The ban on the free circulation 
of his goods delivery trucks would alter its operating costs and, in turn, would hinder 
access to the city center, where a large amount of loading and unloading occurred, even 
more. Above all, however, the company’s value promise, "TCC delivers", would be 
affected. 
 

                                                           
1 Professors and researchers at the CEIPA Business School Graduate Unit.  
2 It is comprised, from south to north, by the municipalities of Caldas, La Estrella, Sabaneta, Itagüí, 
Envigado, Medellín, Copacabana, Girardota, Bello, and Barbosa, which constituted what is called the 
Aburrá Valley. 
3 Called “placas” in Colombia, also known as “matrículas” or “patentes” in different Latin American 
countries. 
4 This vehicular restriction known in Colombia as “Pico y placa” was implemented in cities around the 
country in different ways, with city majors setting specific restrictions for vehicular circulation, mainly 
in larger cities.  
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The Evolution of TCC  
 
On March 11th 1968, the Jorge Agudelo Restrepo y Cía company was founded in the city 
of Bogotá through a family business venture, afterwards renamed Transportadora 
Comercial Colombia (Transcomerco), and which years later would become recognized 
as TCC because of its initials. In the beginning, the company created by Mr. Jorge 
Agudelo Restrepo, originally from Medellin, and Mrs. Rosalba Trujillo, born in the 
Department of Huila, focused on the transport of parcels. This operation was carried 
out in a black Ford truck that belonged to the married couple, and that traveled around 
the capital city and other departments, providing a service that, at that time, was new 
in the country. "Back then, goods would take a month to reach their destination," Mrs. 
Trujillo recalled. 
 
The domestic demand of parcel transport, although greater in the main cities of 
Colombia, made the opening of a Medellín branch possible in 1973, which eventually 
became the main headquarters. The 1980s marked a change in general management at 
TCC when Josefina Agudelo Trujillo, daughter of the founders, took charge of all 
operations. TCC acquired the largest shareholding in Fracor S.A. and Global Mensajería 
S.A. at the end of 2009 in order to consolidate its position in the Colombian transport 
and logistics market. In 2014, the Malco company was acquired by TCC to 
internationalize its operations in the transport of goods, while the Mario Londoño 
company was purchased to facilitate customs services. This enabled TCC, as a logistics 
group, to expand to Ecuador, the United States, and Panama (see Annex 1).   
 
TCC had over 1100 destinations served by its distribution network in Colombia; it 
included separate nodes5 with different types of vehicles, making it one of the most 
profitable companies in the Colombian transport sector, as showed in its financial 
statements (see Annex 2). In order to guarantee a high quality service, different 
logistics platforms6 were built in Bogotá, Medellín, Cali, Barranquilla, Montería, 
Bucaramanga, Pereira, Cartagena, Manizales, Cúcuta, Pasto, Ibagué, and Neiva, and over 
133 Logistics and Service Points7 (LSP) – where the delivery times ranged between 24 
and 72 hours for parcels depending on the destination, and between 9 and 72 hours for 
courier services. 
 
In Medellín, operations were undertaken at the logistics platform of that city and they 

would distribute to all the LSP throughout the Aburrá Valley through the four business 

lines of the company, with a participation of 23% of the total number of units moved 

through the courier line. The city center was served by three LSP: Guayaquil, Barrio 

Triste, and Torre Argos. 

 

                                                           
5 Places where goods are received, consolidated, stored, and dispatched to both the company’s different 
service points and to the customers.  
6 Large facilities where the consolidation of goods coming from different cities is carried out. 
7 Small facilities usually located within the city where goods are received and delivered to end customers. 
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THE CITY OF MEDELLÍN  
 
The National Administrative Department of Statistics (DANE) identified Medellin, 
capital city of the Department8 of Antioquia, as the second most populated city in 
Colombia, with a population of 2.5 million people.9 It was regarded as one of the main 
economic, financial, industrial, and cultural centers10 in the country, along with its 
marked dedication and influence on the textile sector, standing out among Latin 
American cities for the ColombiaTex11 and ColombiaModa12 annual international 
events. 
At the beginning of 2018, the urban area of the city was divided into six zones that were 
home to 16 communes comprising 256 neighborhoods – 1713 of them made up the 
central part of the city, although La Candelaria, Guayaquil, San Benito, Villa Nueva, and 
Estación Villa were identified by the Secretary of Mobility from the Mayor's Office as 
the neighborhoods with the greatest vehicular chaos and where the air was most 
polluted14 due to the high flow of public and privately-owned vehicles used for both 
passenger and goods transport. 
 
Historically, downtown Medellin was considered the financial and economic center 
where today’s large domestic and international companies were established.15 At the 
beginning of 2018, circulating through its streets was troublesome because of the large 
volume of goods production and reception coming from the 22,500 businesses or 
formal and informal business establishments, which hosted approximately 330,000 
employees16 who worked selling a variety of products. This commercial area became 
widely known by the city inhabitants as "El Hueco".17 
 

Prestigious universities as well as technical and technological institutes were run in a 
geographical area with inadequate road infrastructure and unsystematic planning for 
land use purposes, which converged with 110,000 residents in the area, in addition to 
street food stalls, a heavy presence of homeless people, and places for adult 
entertainment. The estimate for vehicle mobility in the central part of Medellin at the 
end of February 2018, including all types of vehicles (see Annex 3), was over 240,000 
                                                           
8 Colombia is politically and territorially divided into departments, akin to provinces or states in other 
Latin American countries. 
9 DANE (2017). 
10 (Comisión Económica para América Latina y el Caribe –CEPAL-, 2010).   
11 Event for textile manufacturers who work on the value chain in the production and tailoring areas. 
Raw materials, machinery, and services related to this value chain area are also traded here. 
12 Known as “Colombia’s Fashion Week” (“Semana de la Moda de Colombia®”) which in the fashion-
textile-tailoring cluster is the event where the main Latin American companies in charge of the tailoring 
and retailing of clothing items are brought together. 
13 See Francisco Montoya at http://www.redpilares.net/sobre-la-
red/Documents/Memorias%20XI%20Congreso%20Internacional%20de%20An%C3%A1lisis%20Org
anizacional%20(ago-1).pdf   
14 http://www.elcolombiano.com/antioquia/centro-de-medellin-sector-que-mas-enferma-HE3464876  
15 Today these large companies have migrated their operations to other industrial locations which have 
been set up throughout the Aburrá Valley. 
16 Ibidem 
17 Consumers can find and purchase all types of goods. 

https://www.google.com/url?q=http://www.redpilares.net/sobre-la-red/Documents/Memorias%2520XI%2520Congreso%2520Internacional%2520de%2520An%25C3%25A1lisis%2520Organizacional%2520%28ago-1%29.pdf&sa=D&source=hangouts&ust=1530969815453000&usg=AFQjCNGpTNvM3O8NFj2mbkDejbH1hVt3CQ
https://www.google.com/url?q=http://www.redpilares.net/sobre-la-red/Documents/Memorias%2520XI%2520Congreso%2520Internacional%2520de%2520An%25C3%25A1lisis%2520Organizacional%2520%28ago-1%29.pdf&sa=D&source=hangouts&ust=1530969815453000&usg=AFQjCNGpTNvM3O8NFj2mbkDejbH1hVt3CQ
https://www.google.com/url?q=http://www.redpilares.net/sobre-la-red/Documents/Memorias%2520XI%2520Congreso%2520Internacional%2520de%2520An%25C3%25A1lisis%2520Organizacional%2520%28ago-1%29.pdf&sa=D&source=hangouts&ust=1530969815453000&usg=AFQjCNGpTNvM3O8NFj2mbkDejbH1hVt3CQ
http://www.elcolombiano.com/antioquia/centro-de-medellin-sector-que-mas-enferma-HE3464876
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between the times of 6:00 a.m. and 6:00 p.m. It was surmised that there were around 
1,347,736 vehicles18 circulating in the Aburrá Valley.      
 
In its great majority, goods were transported around the city by private companies 
carrying out such commercial activities in the downtown area and which either had 
their own vehicles or subcontracted them exclusively for these operations. Among 
them, there were logistically adequate organizations with a defined infrastructure and 
well-recognized locally; they even had an international presence – namely 
Servientrega, Saferbo, Envía, Deprisa, and Coordinadora. They provided nationwide 
transport services for both goods in large quantities and parcels. 
 
Medellín’s Mayor's Office had issued a regulation that limited the access of freight 
vehicles to the city downtown area due to the high flow of goods transport and to the 
high frequency of people movement in the city center, along with the great number of 
vehicles and the number of companies that operated in the area. As established in 
Agreement N° 1790 of November 20th 2012, the loading, unloading, and parking of 
vehicles exceeding the 8,500 kilograms capacity or the maximum height of 4.4 meters 
was prohibited between 6:30 a.m. and 7:30 p.m., so this type of trucks would need to 
circulate at nighttime on what was known in the city as the Yellow Zone, which included 
the center of Medellin, one of the most commercially intense areas in the city (see 
Annex 4). 
 

 
Environmental Contingency in Medellín 
 
In the Metropolitan Region, the concentration levels of particles harmful to health were 
measured by means of the Air Quality Index (AQI). This was a dimensional value with a 
scale ranging between 0 and 500, although in the Aburrá Valley it was measured up to 
300 with varied intermediate ranges that were color-coded (see Annex 5). In Colombia, 
the AQI was adapted from the one used by the United States Environmental Protection 
Agency (EPA), and it measured pollutants such as sulfur dioxide, nitrogen dioxide, 
carbon monoxide, tropospheric ozone, and smaller particles between 2.5 and 10 
micrometers. 
 
On March 6th 2018 at 7:30 a.m., eighteen out of the twenty atmospheric air pollution 
monitoring stations located throughout the Aburrá Valley recorded a concentration of 
55.4 parts per million,19 and in the center of Medellín the concentration of particles 
lower than 2.5 micrometers20 was over 55.5 ppm (red alert), which pointed at an 
environmental emergency given that the threshold for particles defined as harmful to 
people’s health was exceeded.  
 

                                                           
18 Including cars, taxis, motorcycles, trucks, and buses.  
19 ppm. 
20 One-thousandth part of a millimeter. 
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On its March 6th 21 2018 edition, El Espectador newspaper informed that: 
 

The atmosphere in Medellín city is still stained, dirty, gray. 
On this Tuesday morning, the air quality monitoring 
stations in the Aburrá Valley once again issued the color-
coded alerts feared by the authorities: red and orange. 

 
María del Pilar Restrepo, environmental deputy director of the Metropolitan Area of 
the Aburrá Valley, told a written press outlet: "We are entering the most complex phase 
in terms of atmospheric conditions."22 The mayor of Medellín, Federico Gutiérrez, 
spoke on Blue radio station urging citizens to use urban transport systems such as the 
Metro, Metroplus, tram, integrated bus routes, and other public means of 
transportation, leaving their own vehicles at home. "The ways in which we move 
around ought to be changed. Exposure to poor air quality can cause health problems; 
therefore we recommend not to conduct outdoor activities for extended periods of 
time."23 On a print media outlet, the mayor himself stated that: "Air quality is not 
improved by decree."24 
 
 
Environmental “Pico y Placa” in Medellín  
 
In 1998, while Enrique Peñaloza was major of the city of Bogotá, the vehicular 
restriction called "Pico y Placa”25 was implemented for the first time. This measure, 
which attempted to manage the demand for transport, forced drivers to not use their 
vehicles at peak traffic flow times. Vehicles were vetoed for circulation on one or several 
fixed weekdays according to the last digit on their license plates. This measure was later 
implemented in several cities of the country. 
 
In Medellín, on March 7th, 8th and 9th 2018, the vehicle circulation restriction was 
implemented based on the last digit of the vehicle’s license plate number. When this 
measure ended, on Saturday March 10th, there was a substantial improvement in air 
quality, ranging between moderate and good. The gray cloud laden with toxic gases that 
covered the city had disappeared. 
 
Environmental pollution continued to be monitored the following week, reason for 
which the restriction remained in place as a security measure. This meant that 
privately-owned vehicles could not circulate throughout the Aburrá Valley for three 

                                                           
21 https://www.elespectador.com/noticias/nacional/antioquia/contingencia-ambiental-en-medellin-
se-agrava-por-calidad-del-aire-articulo-742845  
22 https://noticias.caracoltv.com/medellin/medellin-vuelve-estar-alerta-por-mala-calidad-del-aire  
23  https://www.bluradio.com/medellin/alcalde-de-medellin-exigio-autoridades-perseguir-los-carros-
chimenea-171439 
24 https://www.semana.com/nacion/articulo/alcalde-de-medellin-crisis-de-contaminacion-no-es-tan-
grave/519181   
25 It had the same name in Ecuador, whereas in Venezuela it was also known as “día de parada” (literally 
“stop day”). 

https://www.elespectador.com/noticias/nacional/antioquia/contingencia-ambiental-en-medellin-se-agrava-por-calidad-del-aire-articulo-742845
https://www.elespectador.com/noticias/nacional/antioquia/contingencia-ambiental-en-medellin-se-agrava-por-calidad-del-aire-articulo-742845
https://noticias.caracoltv.com/medellin/medellin-vuelve-estar-alerta-por-mala-calidad-del-aire
https://www.bluradio.com/medellin/alcalde-de-medellin-exigio-autoridades-perseguir-los-carros-chimenea-171439
https://www.bluradio.com/medellin/alcalde-de-medellin-exigio-autoridades-perseguir-los-carros-chimenea-171439
https://www.semana.com/nacion/articulo/alcalde-de-medellin-crisis-de-contaminacion-no-es-tan-grave/519181
https://www.semana.com/nacion/articulo/alcalde-de-medellin-crisis-de-contaminacion-no-es-tan-grave/519181
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days on weekdays in addition to every other Saturday.26 However, a lot of controversy 
arose given that circulation of six different digits from license plate numbers 
corresponding to privately-owned cars, motorcycles, trucks, and dump trucks was 
restricted for nine hours a day (see Annex 6). 
  
The atmosphere in the municipalities that were affected began to improve substantially 
during the last days in March and the first days in April until Saturday April 7th 2018 
when the six-digit measure for motor vehicles was lifted. From Monday April 9th the 
four-digit pico y placa measure was observed as usual. 
 
 
TCC’S DISTRIBUTION PROCESS IN THE CITY OF MEDELLÍN 
 

TCC’s distribution in Medellín was based at the regional logistics platform located in 
Caribe neighborhood, three kilometers away from the city’s downtown area. Around 
450 tons of goods coming from different cities and port areas were deconsolidated daily 
at this place. Goods were transported in 30-ton trucks – the maximum net weight 
permitted by the Ministry of Transport27 for the circulation of vehicles on the country's 
highways open to vehicles transporting various types of cargo. 
 
Goods would be received at the regional platform between 10:00 p.m. and 10:00 a.m., 
where they were unloaded and sorted28 for their subsequent shipment to the different 
LSP by different means of transportation, since the geographical conditions and the 
circulation restrictions in different areas of the city conditioned the maximum size and 
weight allowed for the circulation of said trucks. Thus, specific vehicles were used to 
comply with circulation, loading, unloading, and parking restrictions in the downtown 
area of the city, while conventional trucks of up to 10 tons each were used for the rest 
of the city. 
 
At the end of February 2018, 18 30-ton trucks29 were received on average every day. 
Around 560 people who worked 365 days a year were needed for the operation in 
Medellín. The planning of the shipment of the goods to be delivered was done by four 
employees who worked from 10:00 p.m. until 6:00 a.m. of the following day. They 
outlined the routes with the data obtained from the company´s information system, 
where all the goods that were dispatched from the different TCC logistics nodes to 
various destinations in the city were recorded. All information was input into the 
system by scanning a barcode which was attached to the cargo once it was received at 
the company's points of sale. The same software was responsible for establishing up to 

                                                           
26 This meant that a car owner would have pico y placa every fortnight from 7:00 a.m. to 8:30 a.m. and in 
the afternoon from 5:30 p.m. to 7:00 p.m. 
27 Resolution 004100 of 28th December 2004 by which the weight and dimension limits for road freight 
transport motor vehicles are established, for their regular operation on the road network nationwide.  
28 It refers to the sorting of goods from the trucks which are then classified and grouped according to 
their destination for their subsequent delivery. During this sorting process, goods coming from different 
sources and with the same destination are consolidated to be dispatched in the same vehicle. 
29 They were not necessarily at full capacity. 
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60% of the routes in the process of allocation30 and distribution of goods in the city. The 
remaining 40% was done by the routing assistants, since it was necessary to make 
decisions concerning the transfer of each product to the several trucks on the routes 
previously defined by the organization. 
 
The goods were delivered directly to the customers’ address in the company's vehicles 
or through the LSP. The goods to be distributed were loaded at the regional platform 
between 8:30 a.m. and 9:30 a.m. by the crew of the vehicles – made up of a driver and 
two assistants, responsible for the material handling equipment when required. From 
that moment on, the process of transporting the products to the different customers 
and LSP began and could go on until 3:30 p.m. depending on the amount of goods to be 
delivered, customers’ availability, and mobility conditions in the city. The company had 
a fleet of 90 vehicles and a staff of approximately 250 people for this operation. 

 
 
Guayaquil’s Logistics and Service Point  
 
The logistics and service points were the customer service locations where the 
interaction between customers and the company took place. At these points, which 
were found in all locations where the company had an operation, the goods to be 
dispatched to the different domestic and international destinations were received and 
consolidated to be delivered or transported by other means to the end customers – as 
was the case for places which could only be reached on foot. In the city of Medellin, 
these LSP were found at strategic locations (see Annex 7) to meet the identified 
customer service needs. 
 
Guayaquil LSP was one of the three points located within the downtown area of 
Medellín, from where a highly commercial area immersed in one of the most 
problematic areas in terms of city traffic was served. Near the LSP, it was not possible 
to carry out distribution with motorized vehicles due to the lack of available parking 
spaces; for this reason, TCC used a group of people who transported the goods by means 
of a wooden cart (see Annex 8).  
 
There was an assortment of products dispatched to the LSP among which there were 
fabrics, footwear, industrial supplies, jewelry, plastic products, among others, classified 
according to their weight to ascertain the cost of the transport service rendered. The 
approximate quantity of products that were dispatched and collected daily to the area 
served by the LSP was around 410 units, according to the classification system used by 
the company (see Annex 9). 
 
The team in charge of goods distribution in the Guayaquil LSP’s area of influence was 
made up of 21 people, who were clustered in distribution teams of four employees per 
cart. They were responsible for sorting out the goods according to the five routes 
outlined at the LSP once the vehicles arrived with the cargo. This work team left the LSP 
                                                           
30 At TCC, they were two separate stages. 
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to head to the different delivery points, where three of its members distributed the 
parcels while one of them stayed behind to look after the cart, given the lack of security 
in the area. This team started dispatch operations at 10:00 a.m. until approximately 
3:00 p.m. During this period, each work team had to make several trips back to the LSP 
to collect new goods and tend to the allocated route or assist on any other defined 
routes, until successfully delivering all the goods assigned to the shift. 
 
Once the delivery of the products ended, the distribution teams were ready to work on 
new routes to pick up the goods that customers in the area wanted to send anywhere 
else in the country. This operation would extend until 8:00 p.m., when around 60% of 
the goods received at Guayaquil LSP were collected. Since the remaining 40% was 
delivered directly to the LSP by the customers, there were always two staff members 
there to receive the goods. 
 
To minimize mobility restrictions, TCC designed a 6-wheeled articulated vehicle which 
transported the goods, from the regional logistics platform to Guayaquil LSP, in an 
interchangeable container positioned at the rear. This vehicle had the capacity to 
transport up to 4 tons, thus complying with the maximum size and weight permitted, 
which enabled it to operate on the city’s Yellow Zone and at any time of the day. Due to 
the exchangeable nature of the container, the unloading and loading process at the LSP 
was carried out quickly with this vehicle, reducing mobility issues and thus avoiding 
sanctions imposed by traffic authorities for disrupting traffic. To that end, TCC created 
a specific loading and unloading process within the local and regional LSP.  
 
The process at the local LSP would begin once the vehicle arrived with the container; 
the latter was decoupled, unloaded and left inside the LSP, and the vehicle returned to 
the regional platform empty. This operation was carried out by the LSP staff while the 
crew from the articulated vehicle remained at the regional logistics platform loading 
two more containers with the goods destined for Guayaquil LSP. Thus, when the vehicle 
returned to the platform, a new container was ready to be transported. 
 
While the vehicle headed back to Caribe’s regional platform, the new container was 
loaded, and the vehicle traveled back to the city center. Meanwhile, staff at the local LSP 
unloaded the first container, so, once the second container arrived, it was exchanged 
for the first one, which was already empty. Then the vehicle with the empty container 
would return to the regional platform while staff at the local LSP unloaded the second 
container to distribute the goods to the LSP customers. 
  
It would take approximately two hours to load, transport, and swap the container. This 
meant that only three shipments could be made from the regional platform to the local 
LSP during the vehicle crew’s working day. To fulfill the operation time of the vehicle 
and the crew, a total of eight working hours, once the third container was left at the 
local LSP it was unloaded; however, it did not remain empty: it would be loaded with 
the goods collected at the LSP and then taken to the regional platform for the 
subsequent dispatch to their given destinations. 
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Since the product collecting process in the area began after 3:30 p.m., and because of 
the mismatch in the quantity of goods that were delivered and collected in the area (see 
Annex 10), only one goods shipment was required from the local LSP to the regional 
logistics platform with this vehicle because, by the end of the afternoon, access to the 
city was granted to larger trucks, which collected the majority of the goods directly from 
customers' facilities, with the cargo bypassing the local LSP thus reducing time and 
operating costs.  
 
The goods were loaded at the regional platform by the two assistants assigned to the 

vehicle and unloaded at the local LSP by the same distribution team. This operation 

would last until 9:00 p.m. at which time the container with the goods collected at the 

LSP was dispatched and then everything would be set for the following day's 

operations. 

 
MODIFICATION OF OPERATIONS DURING THE ENVIRONMENTAL CONTINGENCY  

In the face of the announcement made by the director of the Aburrá Valley’s 

Metropolitan Area and by the Secretary of Mobility about the restriction for goods 

transport from the 7th March in the city of Medellín, Jorge García telephoned Juan Felipe 

Ortiz, regional director of TCC operations in Medellín, to discuss the issues and the 

changes required in the light of this environmental emergency. During the telephone 

call, Mr. Ortiz stated that: 

We will not be able to use the articulated vehicle for the 
transport of goods to Guayaquil LSP for two out of the three 
days the environmental emergency is in place due to its 
license plate number. Therefore, we must conduct the 
transport operations to and from the LSP at nighttime before 
5:00 a.m. or hire vehicles that are not restricted by the pico 
y placa measure, which will very likely increase our costs, 
given that the competition will be looking to do the same. 
 

Undertaking the night operations entailed an increase in staff numbers without 
affecting the daytime operation of the company. Mr. Ortiz informed Mr. García that, 
after analyzing the cost structure of the distribution process at Guayaquil’s local LSP 
(see Annexes 11 and 12), the labor costs to all the logistics operations would increase 
by 2%, in addition to having to pay the team crew the nighttime surcharge established 
by law, equivalent to a 35% additional to their wage. Regarding the transport process 
– and considering nighttime security conditions in the city center and the different 
types of goods that were distributed – it was necessary to hire security to escort the 
vehicle, which according to company’s estimates cost three million Colombian pesos 
per month. 
 
On the other hand, the LSP required the hiring of five additional assistants who 
performed the unloading and sorting of the goods in such a way that it would allow 
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operations to be carried out without having to use external storage. In addition to these 
assistants, it was necessary to hire two new security guards at an estimated cost of 
three million Colombian pesos each. 
 
Outsourcing vehicles that complied with the weight and size restrictions as well as 

bearing a license plate number that would allow them to circulate freely in the city was 

also an option. However, there was no time to source such a contract for the following 

day's operation, since it was almost impossible to do the paperwork needed to have 

access to the vehicles and because the few ones which were available were already 

reserved for competing companies that had hired their services in advance. 

 
 
THE DILEMMA IN THE FACE OF THE ENVIRONMENTAL CONTINGENCY 
 
After the telephone conversation between Mr. Ortiz and Mr. García, they both agreed 
that operations should be carried out at all costs and that their customers should be 
served with the same efficiency that the organization had shown to March 6th. 
Nevertheless, both were adamant that for any upcoming eventualities – and given the 
uncertainty about this measure being extended further – a new distribution strategy 
needed to be set up for the downtown area of Medellín to fulfil the company’s value 
proposition: “TCC delivers.” 
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Annexes 
 
Annex 1. Business strategic lines, brands and scope of TCC. 
 

 
 
Source: TCC. 
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Annex 2. TCC Financial statements for the years 2017 and 2016. 
 

TCC S.A.S 

Statements of Comprehensive income 

For the years ended December 31, 2017 and 2016 

(In thousands of Colombian pesos) 

   

 2017 2016 

Continuing operations   

Income from ordinary activities  $         325.871.975   $         379.731.950  

Operating cost  -$        138.026.005  -$        135.255.900  

Gross Profit  $         187.845.970   $         244.476.050  

   

Administrative expenses -$           37.876.605  -$           34.265.920  

Selling expenses -$           68.883.490  -$           67.554.305  

Operating profit  $           81.085.875   $         142.655.825  

   

Financial expense -$           15.848.170  -$           17.378.530  

Financial income  $           20.485.985   $           31.413.980  

Recovery income  $                 829.075   $              2.685.930  

Other income  $              2.038.985   $                 216.840  

Other expenses -$             8.359.715  -$             5.373.355  

Profit before tax  $           80.232.035   $         154.220.690  

   

Income tax provision   

Current tax -$           48.730.370  -$           79.057.355  

Deferred tax  $              2.534.545  -$             1.960.335  

   

Profit (loss)  $           34.036.210   $           73.203.000  

   

Other comprehensive income -$                   59.280  -$                 655.070  

   
Comprehensive income for 
the year  $           33.976.930   $           72.547.930  

 
Source: TCC 
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Annex 3. Types and average percentages of vehicles that entered the central part of 
Medellín. 
 

Percentage by type of vehicle Type of vehicle 

31% Taxis 

28% Motorcycles 

20% Cars 

18% Buses 

3 % Trucks 

 
Source: Medellín como vamos, Secretary of Mobility of Medellín, Medellín Mayor’s 
Office. 
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Annex 4. Medellín center Yellow Zone. 

 
 

Source: http://www.afse.org.co/index.php/58-restricciones-

viales/restricciones-viales-especiales/154-restricciones-viales-medellin-zona-

amarilla 

 

  

http://www.afse.org.co/index.php/58-restricciones-viales/restricciones-viales-especiales/154-restricciones-viales-medellin-zona-amarilla
http://www.afse.org.co/index.php/58-restricciones-viales/restricciones-viales-especiales/154-restricciones-viales-medellin-zona-amarilla
http://www.afse.org.co/index.php/58-restricciones-viales/restricciones-viales-especiales/154-restricciones-viales-medellin-zona-amarilla
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Annex 5. Cut-off points for Air Quality Index (AQI). 
 

AQI COLOR RATING O3 8H 
ppm 

OE 1H 
ppm 

PM10  
24h µg/m3 

PM2.5  

24h µg/m3 
CO 8h 
ppm 

SO2 24h ppm NO2 1h 
ppm 

0-50 Green  Good 0.000 
0.059 

— 0 
54 

0 
12 

0 
4.4 

0 
0.035 

0 
0.053 

51-100 Yellow  Moderate 0.060 
0.075 

— 55 
154 

12.1 
35.4 

4.5 
9.4 

0.036 
0.075 

0.054 
0.100 

101-150 Orange Harmful to the 
health of sensitive 
groups 

0.076 
0.095 

0.125 
0.164 

155 
254 

35.5 
55.4 

9.5 
12.4 

0.076 
0.185 

0.101 
0.360 

151-200 Red Harmful to health 0.096 
0.115 

0.165 
0.204 

255 
354 

55.5 
150.4 

12.5 
15.4 

0.186 
0.304 

0.361 
0.649 

201-300 Purple Very harmful to 
health 

0.116 
0.374 

0.205 
0.404 

355 
424 

150.5 
250.4 

15.5 
30.4 

0.305 
0.604 

0.650 
1.249 

301-400 Brown  Dangerous — 0.405 
0.504 

425 
504 

250.5 
350.4 

30.5 
40.4 

0.605 
0.804 

1.250 
1.649 

401-500 Brown  Dangerous — 0.505 
0.604 

505 
604 

350.5 
500.4 

40.5 
50.4 

0.805 
1.004 

1.650 
2.049 

 
 Source: Metropolitan Area of the Aburrá Valley. 
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Annex 6. Times and digits for the environmental vehicular restriction. 
 

 
 
Source: Medellín mayor’s offfice 
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Annex 7. Strategic location of the LSP.  
 

 
 
Source: Google. 
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Annex 8. Wooden cart used in Guayaquil LSP. 
 

 
 
Source: Taken from: http://www.elcolombiano.com/blogs/carlosmunera/carretilla-
lacondesa/6430 
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Annex 9. Categories and prices of the products delivered and collected in the Guayaquil 
LSP’s area of influence. 
 
 

Product category Number of products to 
deliver 

Number of 
collected 
products  

Unit value 
(without VAT) 

0 - 10 Kg 97 174 15000 
10 - 20 Kg 60 82 18000 
20 - 30 kg 155 70 22500 
30 - 50 kg 67 61 30000 

> 50 kg 22 32 40000 

 
Source: TCC 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



20 
 

Annex 10. Daily goods coming in and out of the Guayaquil LSP’s area of influence. 
 

 
 

Source: TCC  
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Annex 11. Typical cost structure of a product in the city of Medellín. 
 
 

Item per unit moved  Percentage of cost 

Average operating cost, Medellín (platform, transport and LSP ) 26% 

Total operating costs, national distribution  33% 

Total administrative costs of the product 17% 

VAT and other taxes  24% 

 
Source: TCC 
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Annex 12. Operating costs of the distribution process in Medellín. 
 

Costs per product in the logistic platform As percentage of 
product price 

Fixed-labor expense per product   1,52% 

Technology expense per product   0,26% 

Inputs expense per product   0,57% 

Insurance expense per product   0,85% 

Facilities depreciation expense per product   0,39% 

Equipment depreciation expense per product   0,23% 

Other expenses per product – including temporary storage             1,50% 

 
 
 
 

Costs of transport from the logistic platform and 
LSP  * 

                   Cost/Month 

Vehicle depreciation $                   1.250.000 

Fuel $                   3.288.462 

Lubricants $                       220.500 

Tyres $                   1.350.000 

Parts and maintenance $                   7.500.000 

Driver $                   2.500.000 

Assistant $                   5.000.000 

Vehicle insurance $                   1.000.000 

Goods insurance (1% goods)  $                   5.308.434 

ICT $                   4.500.000 

Other expenses $                   3.500.000 

*Loading and unloading costs are included in the platform and LSP costs  

 
 
 
 

Average monthly operation costs of Guayaquil LSP 
 Staff  $                 52.900.000  
 Public utilities  $                   1.700.000  

 Stationery and consumables  $                   2.000.000  
 IT and communications  $                   4.000.000  
 Equipment depreciation   $                   4.000.000  
 Cost of physical space  $                   2.500.000  
 Other expenses   $                   7.000.000  

 
Source: TCC. 
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INSTRUCTOR’S NOTE 
 

 

TCC: 
Urban Distribution of Goods in Medellín 

 
Synopsis 
 
Jorge García Arango, Regional Manager of TCC, a Medellín-based company dedicated to 
the shipping of parcels, transport, international freight, and logistics services, found 
himself in a complex situation upon learning about the emergency measure enforced 
by Medellín authorities and its Metropolitan Area due to the high levels of pollution 
present in the Aburrá Valley atmosphere. Therefore, he decided to undertake actions to 
deal with the contingency of vehicle circulation restriction resulting from the 
environmental pico y placa decreed by the mayor of the city. Such actions, although 
necessary and urgent, would modify operation and logistic costs, on the one hand, and 
would affect achievement of the company’s value offer “TCC delivers”, on the other 
hand. Naturally, under such situation and given the high uncertainty of what could 
happen with TCC’s normal operation, he is in a predicament over what decisions to 
make regarding the organization’s local logistic distribution process. 
 
 
Use of the case and audience it is aimed at. 
 
This case is aimed at students from graduate programs who are taking the Logistics, 
Supply Change Management and Operations Management modules. It may also be 
potentially used for people doing municipal planning studies. At the level of continued 
education in executive development programs, it has potential in programs focused on 
supply chain management, transport management, and value generation alliances. 
 
 
Keywords: Urban goods distribution, goods consolidation, distribution costs, 
operating profitability. 
 
 
Importance of the case. 
 
At world level, urban goods distribution is a widely-studied complex activity, due to its 
difficulty of operation as well as the impacts it generates on the society and the 
environment. Based on the above, firms must develop processes within the cities 
allowing to reach acceptable levels of operation profitability, facing adverse situations 
such as city infrastructure and high public and private transport flows.  
 
Goods consolidation and deconsolidation is a proven alternative from business and 
academia to face these distribution problems, and which can be complemented with 
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innovative alternatives such as collaboration among actors sharing the same need or 
identifying new strategies to make the operation efficient and profitable. 
 
Topic: Goods distribution process in urban areas 
 
Subtopics. Goods consolidation and deconsolidation, transport distribution costs and 
collaboration in goods distribution. 
 
Aims. 
 

1. Analyze the goods distribution process in urban areas from the perspective of 
its operation.  

 
2. Determine the profitability of the goods distribution process in urban areas. 

 
3. Identify collaboration alternatives among several companies in the distribution 

of goods. 
 
 
Required readings prior to the case. 

1. Antún, J. P. (2013). Distribución urbana de mercancías: estrategias con centros 
logísticos. Banco Interamericano de Desarrollo. Departamento de 
Infraestructura y Medio Ambiente. Nota técnica # IDB-TN-167. 

2. Dablanc, L. (2007). Goods transport in large European cities: Difficult to 
organize, difficult to modernize. Transportation Research Part A 41. pp. 280–285. 

3. Riverola, J. (2000). Diseño de sistemas logísticos Hub and Spoke. Nota técnica 
PN- 410. Universidad de Navarra: IESE publishing. 
 

 
SUGGESTED TIMES FOR THE PLENARY SESSION. 
 
1) Discussion of TCC’s logistic process: in this section it is suggested to analyze TCC’s 
distribution in Colombia. Estimated time is 10 minutes. 
2)  TCC’s distribution process in the city of Medellín: emphasis should be made on 
the difficulties and characteristics of the urban distribution process and, particularly, 
on TCC’ operation in the city center.  15-minute analysis. 
3) Analysis of the environmental contingency: the reasons, the impacts on vehicle 
mobility and the difficulties in the company operation must be considered. 10 minutes. 
4) Cost analysis and evaluation: the profitability of the company’s global operation, 
and that of the transport operation in the city, both under normal and contingency 
conditions, should be highlighted. 30 minutes. 
5) Generation of alternatives for solving the problem under normal and 
contingency conditions: 15 minutes.  
6) Closing: 10 minutes. 
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The total time estimated is a discussion session of 1 hour and 30 minutes. 
 
QUESTIONS  
 
 
1) According to TCC’s logistic process, is the proposal for freight unitization and 
containerization to transport the goods from the company platform to the city 
center and vice versa suitable for the company, and should the organization keep 
operating in this manner? 
 
The discussion can be started with the components and different stages of TCC’s logistic 
distribution process at national level. The instructor can guide the analysis from macro 
(goods collection at national level) to specific aspects (goods delivery and reception in 
the city of Medellín). 
 
From the above, the instructor can raise the question to the students whether they 
agree or not with the fact that the transport process is done using the special 
containerized vehicles. The class is then divided into two groups: those who agree and 
those who do not.  
 
It is very probable that a great majority agree that transport should be carried out in 
this way. This is the moment for the instructor to start inquiring about the reason for 
affirmative answers among the participants. We may find those who express that 
requirements for goods transport in the city are met in that way. Others may analyze 
this from the point of view of the easiness of the company’s logistic operation. Still some 
others may talk about profitability. It is very likely that many agree with the latter 
option, in which case the instructor can sow doubt by inquiring why they consider it to 
be profitable when none of the participants have demonstrated that the operation costs 
were evaluated (experience with the case in class indicates that no participant 
evaluates the costs initially). This is the right moment to conceptually review why the 
operation could or could not be profitable. 
 
The instructor guides the students, making emphasis on the following propellants for 
profitability in logistic operations: 1) Goods consolidation: the more goods are shipped 
in a vehicle, the lower the unit costs. 2) Crew reduction: having a single vehicle, the crew 
is better distributed by being assigned other activities such as loading and its 
preparation, and container loading while the vehicle is moving. It is worth mentioning 
that if the vehicle were not containerized, the crew could not perform any activity while 
it is in motion. 
 
The group of students that gave a negative answer to the question may express 
arguments such as the use of other conventional van-type vehicles or other smaller 
ones that also meet the mobility requirements in the city. Experience in developing the 
case allows to safely claim that there are no other related options to be able to justify 
the group’s negative answers. Although there is the exception of doing night transport, 
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this is not accepted by the company under normal conditions due to the extra cost, risk 
and customer attention hours. 
 
 2) The last link in TCC’s distribution in the city is performed with people that 
transport the goods on foot. From the point of view of freight operation, what 
inconveniences can be foreseen and what solution proposals can be 
recommended to the company? 
 
The instructor may propose the discussion by asking for arguments on the difficulties 
that can arise for the company, the public servant and the customer (which sends and 
receives goods). In this way a role play is proposed, dividing the class into three groups 
and assigning a role to each one. 
 
From the brainstorming and according to their role, each group will define the 
particular inconveniences and difficulties, leading to finding elements such (see Table 
1):  
 
Table 1: Inconveniences for the three defined roles 

Company Public servant Customer 
Not using large vehicles due 
to being within the yellow 
zone 

  

Many people circulating in 
this zone 

Many people circulating in 
this zone 

Many people circulating in 
this zone 

Many street vendors Many street vendors Many street vendors 
Zones forbidden for vehicle 
mobility and dedicated to 
pedestrian use only  

  

Convergence with public and 
private transport  

Convergence with public and 
private transport  

 

Insecurity (thefts) Insecurity (thefts) Insecurity (thefts) 
Parking difficulties   

High density of customers 
without adequate 

infrastructure for goods 
delivery and reception 

  

Narrow streets   
Frequent traffic chaos Frequent traffic chaos  

Accident risk Accident risk Accident risk 
Possible goods deterioration    

Slow operation times   
Commercially intensive zone    

Informality Informality  
Goods illegality   

Inadequate working 
conditions 
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Once the inconveniences from each role are obtained, the instructor should guide the 
class to prioritize with some criteria the relevance of the variables present in the table, 
to then put forward solutions for the company and identify which are susceptible to be 
executed and which are not. Among the elements identified and which can be addressed 
by the company to generate possible solutions, the students should highlight the 
following, since these can be the object of intervention. 
 

Variables Solution alternatives 
Not using large vehicles due to being 
within the yellow zone  

Switch from wooden carts to closed 
vehicles that allow to use height, thereby 
reducing the space occupied by the carts. Insecurity (thefts) 

Parking difficulty 
Possible goods deterioration 

 
 

Variables Solution alternatives 
Slow operation times An ideally motorized vehicle driven by 

electricity to avoid pollution and noise. In 
this way the vehicle can move faster and  
the staff do not have to move it using 
their own effort. 

Inadequate working conditions 
 

 
 
As partial closing, the instructor may point out that, even if the company uses a practical 
vehicle (wooden cart) for its operations, this poses a safety risk for both the freight and 
the worker. Besides, it causes additional mobility difficulties in the Guayaquil LSP´s  
area of influence due to the low speed of the cart for being hand-pulled and its parking 
difficulties for its size.  
 
3) Based on Mr. Ortiz’ suggestion, determine the feasibility of the distribution 
process in the city of Medellín, in a way that its operations are guaranteed facing 
environmental contingencies and mobility restrictions. 
 
In this analysis the instructor must first identify the changes required to develop the 
proposal for operation at times of environmental contingency. To do this, it is suggested 
that the instructor generates a space for the students to highlight the additional 
activities required to do the operation in the contingency, both for the dispatch of goods 
from the regional platform to the LSP, and vice versa. The elements that must be 
highlighted are the following: 
 
 All the operations in the regional platform are kept, but labor cost increases since it 

is required to sort specific goods for dispatch to the Guayaquil LSP. According to Mr. 
Ortiz, staff cost in the LSP increases by 2% due to the additional people required to 
work at night. 
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 Operation in the LSP for delivery of goods to the customers from the LSP and goods 
reception must be kept the same, since delivery times expected by the customers 
must be met and the way they expect to receive the service must not be changed. 

 Because daytime operations in the LSP must be carried out as usual, including goods 
sorting and assembling operations during the night time to be able to be transported 
by the vehicle, it is estimated that 5 additional people are required. These people 
must be paid the same as those that work during the day, but with a nighttime 
surcharge of 35%. 

 The vehicle crew is kept the same, but they must be paid the nighttime surcharge of 
35%.  

 Due to security issues, both for people and for goods, it is necessary to hire three 
security guards during the night shift, in such a way that two guards look after the 
vehicle and goods loading and unloading operations, while the third one is 
constantly watching the LSP.  

 
The instructor should ask the students: why is additional storage space required? The 
first reason is to keep the goods that must be distributed to the customers, and the 
second, to arrange the goods collected in the LSP and by the employees from the 
customers, which must also be organized and kept until the night to be transported to 
the regional platform.  
 
Once the required changes are established, profitability of the distribution operation in 
the LSP must be analyzed, which must be compared with the company’s global 
profitability. It is recommended that the instructor guides the students when 
calculating profitability from sales, which can be calculated with the information in 
Annex 2.  To calculate such profitability, the percentage of dividing the net benefit by 
the sales value must be determined. This is done using the figures corresponding to 
comprehensive income for the year and income from ordinary activities, as shown in 
Table 2 for the years 2017 and 2016. 
 
Table 2 

Variables 2016 2017 
Income from ordinary activities 379731950 325871975 
Comprehensive income for the year  72547930 33976930 
Profit from sales 19,1% 10,4% 

 

As a reference of the expected profitability from the operation, it can be compared with 
any of the values of each year or with their average, which is 14.8%. 
 
Once the global profitability is determined, the instructor can divide the class into two 
groups, one in charge of analyzing the profitability of the distribution operation in the 
LSP under normal conditions, and the other in charge of calculating profitability 
including the contingency elements. After this calculation and as a pedagogical exercise 
to unify criteria, each group is asked to explain how they made the calculation and to 
conclude about it. 
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To be able to calculate the profitability of the distribution operation in the LSP and 
compare it with the company’s global exercise, profitability from sales needs to be 
calculated again, but exclusively for the flow of goods moved in the LSP. To do this, the 
information in Annexes 9, 10 and 11 must be used, together with the key information 
contained in the case. Regarding the profitability calculation of the operation under 
normal conditions, this is presented in the following tables, based on a month’s 
operation. 
 
INCOME UNDER NORMAL CONDITIONS 
 

Product category 

Number 
of 

products 
to be 

delivered 
daily 

Number 
of 

products 
collected 

daily 

Value per 
product 
(without 

VAT) 

Income, 
products to 

be delivered 
(day) 

Income, 
products 
collected 

(day) 
Income per 

product (day) 

0 - 10 Kg 97 174  $        15.000   $   1.455.000   $   2.610.000   $       4.065.000  

10 - 20 Kg 60 82  $        18.000   $   1.080.000   $   1.476.000   $       2.556.000  

20 - 30 kg 155 70  $        22.500   $   3.487.500   $   1.575.000   $       5.062.500  

30 - 50 kg 67 61  $        30.000   $   2.010.000   $   1.830.000   $       3.840.000  

> 50 kg 22 32  $        40.000   $      880.000   $   1.280.000   $       2.160.000  

TOTAL INCOME/DAY       $     17.683.500  

TOTAL INCOME/MONTH       $   530.505.000  

 
 
 
 
EXPENSE UNDER NORMAL CONDITIONS 
 
Costs per product in the logistic platform 

(Average individual costs per product) 
As 

percentage 
of product 

price  

Monthly 
number of 
products 

Average 
product 

value 

Product costs 

Fixed labor expense per product  1,52% 24.600 $         21.579 $       8.068.820 

Technology expense per product 0,26% 24.600 $         21.579 $       1.380.193 

Inputs expense per product 0,57% 24.600 $         21.579 $       3.025.807 

Insurance expense per product 0,85% 24.600 $         21.579 $       4.512.169 

Facilities depreciation expense per product 0,39% 24.600 $         21.579 $       2.070.289 

Equipment depreciation expense per product 0,23% 24.600 $         21.579 $       1.220.940 

Other expenses per product - including 
temporary storage 

1,50% 24.600 $         21.579 $       7.962.651 

TOTAL        5,32%    $    28.240.869  

 
 
 

Transport costs from the logistic platform and LSP Cost/Month 

Vehicle depreciation v 

Fuel  $                    3.288.462  

Lubricants  $                       220.500  
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Tyres  $                    1.350.000  

Parts and maintenance  $                    7.500.000  

Driver  $                    2.500.000  

Assistants  $                    5.000.000  

Vehicle insurance  $                    1.000.000  

Goods insurance (1% goods)  $                    5.308.434  

ICT  $                    4.500.000  

Other expenses  $                    3.500.000  

TOTAL  $                 35.417.396  

 
 

Costs of LSP operation Cost/Month 

Staff  $                 52.900.000  

Public utilities  $                    1.700.000  

Stationery and consumables  $                    2.000.000  

IT and communications  $                    4.000.000  

Equipment depreciation  $                    4.000.000  

Cost of physical space  $                    2.500.000  

Other expenses   $                    7.000.000  

TOTAL  $                 74.100.000  

 
 

Company cost structure Cost percentage           Value 

Average operating cost, Medellín 
(28.240.869 + 35.417.396 + 74.100.000) 

26%  $      137.758.264  

Total operating cost, national distribution 33%  $      174.847.028  

Total administrative cost of the product 17%  $         90.072.711  

VAT and other taxes 24%  $      127.161.475  

TOTAL DISTRIBUTION COSTS 100%  $      529.839.479  

 
 

Profit from sales under normal conditions 

Income from ordinary activities (SALES) $               530.505.000 

Comprehensive income for the year (Income - Costs) $                       665.521 

Profit from sales                         0,1% 

 
 
 
 
 
 
For calculating operation profitability under contingency conditions, the calculation is 
presented in the following tables, in which the additional elements previously determined are 
included, also based on a month’s operation. 
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Income under contingency conditions (equal to normal conditions) 
 

Product category 

Number 
of 

products 
to 

deliver 
daily 

Number 
of 

products 
collected 

daily 

Value per 
product 
(without 

VAT) 

Income, 
products to 

deliver 
(day) 

Income, 
collected 
products 

(day) 
Income per 

product (day) 

0 - 10 Kg 97 174  $        15.000   $   1.455.000   $   2.610.000   $       4.065.000  

10 - 20 Kg 60 82  $        18.000   $   1.080.000   $   1.476.000   $       2.556.000  

20 - 30 kg 155 70  $        22.500   $   3.487.500   $   1.575.000   $       5.062.500  

30 - 50 kg 67 61  $        30.000   $   2.010.000   $   1.830.000   $       3.840.000  

> 50 kg 22 32  $        40.000   $      880.000   $   1.280.000   $       2.160.000  

TOTAL INCOME / DAY       $     17.683.500  

TOTAL INCOME / MONTH       $   530.505.000  

 
 
Expense under contingency conditions 
 

Costs per product in the logistic platform 
(Average individual costs per product) 

As percentage 
of product 

price 

Monthly 
number of 
products 

Average 
product 

value Product costs 

Fixed labor expense per product (increases 
2% with respect to normal conditions) 1,55% 24.600 $         21.579 $       8.230.196 

Technology expense per product 0,26% 24.600 $         21.579 $       1.380.193 

Inputs expense per product 0,57% 24.600 $         21.579 $       3.025.807 

Insurance expense per product 0,85% 24.600 $         21.579 $       4.512.169 

Facilities depreciation expense per product 0,39% 24.600 $         21.579 $       2.070.289 

Equipment depreciation expense per 
product 0,23% 24.600 $         21.579 $       1.220.940 

Other expenses per product - including 
temporary storage 1,50% 24.600 $         21.579 $       7.962.651 

TOTAL 5,35%    $    28.402.245  

 
 
 

Transport costs from the logistic platform and LSP Cost / Month 

Vehicle depreciation $                    1.250.000 

Fuel $                    3.288.462 

Lubricants $                       220.500 

Tyres $                    1.350.000 

Parts and maintenance $                    7.500.000 

Driver (increases 35%) $                    3.375.000 

Assisstants (increases 35%) $                    6.750.000 

Vehicle insurance $                    1.000.000 

Goods insurance (1% goods) $                    5.308.434 

ICT $                    4.500.000 

Security escort for night movement  - people $                    3.000.000 
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Other expenses $                    3.500.000 

TOTAL $                 41.042.396 

 
 

LSP operation costs                    Cost / Month 

Staff  $                 52.900.000  

Night staff  (52'900.000/23)*5*1,35  $                 15.525.000  

Public utilities  $                    1.700.000  

Stationery and consumables  $                    2.000.000  

IT and communications  $                    4.000.000  

Equipment depreciation   $                    4.000.000  

Cost of physical space  $                    2.500.000  

Security  $                    6.000.000  

Other expenses   $                    7.000.000  

TOTAL  $                 95.625.000  

 
 

Company cost structure 
Percentage of 

cost* 
 

Value 
Average operating cost, Medellín  
(28.402.245 + 41.042.396 +95.625.000 )  30%  $      165.069.641  

Total operating cost, National distribution 31%  $      174.847.028  

Total administrative cost of the product 16%  $         90.072.711  

VAT and other taxes 23%  $      127.161.475  

TOTAL DISTRIBUTION COSTS 100%  $      557.150.855  

*Note: The percentages are redistributed due to cost increases 
 
 
 
 

Profitability from sales under contingency conditions   

Income from ordinary activities (SALES) $               530.505.000 

Comprehensive income for the year (Income - Costs) -$                 26.645.855 

Profitability from sales -5,0% 
 
 

Once the profitability calculations are determined, the instructor should ask the 
students for conclusions about the results found by each group. The discussion should 
be centered on the following aspects: 
 
 Profitability under normal conditions is very low as compared to what the company 

expects. Although it is expected that some operations in an organization can be 
subsidized by others, identification of those activities that do not significantly 
contribute to the company´s profitability is susceptible to be improved. For this 
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reason, in the next questions the instructor should ask the students about proposals 
to improve the profitability of the distribution operation in the LSP. 

 Operation profitability at the time of environmental contingency is negative, 
causing losses to the company. This is why possible solutions should be proposed 
to the problem of distribution at contingency times, as well as under normal 
conditions, as previously mentioned. This is developed in the next question. 

 
 
4) What additional activities can be proposed to improve the company’s viability? 
 
In this question and as a final element to discuss on the case, the instructor opens a 
discussion space through brainstorming about the possible solutions that the students 
can suggest for the company, both for normal and contingency conditions. It is 
recommended that the instructor divide the class into two groups. The first group will 
discuss proposals that can be carried out internally in TCC and the second group will 
discuss proposals having to do with decisions of the city’s local administration, 
establishing a table with proposals as the one below, in which a set of alternatives for 
each type of solution is presented:      
 
 

Proposals which are a decision of TCC Proposals for the city 
 Establishing specific lanes for freight 

transport  
Optimizing night operations  Defining night schedules for freight transport 

in the city, due to which security in the zone 
is improved  

Making alliances with other transport 
companies  to share vehicles 

 

Establishing Cash And Carry processes 
through incentives, in which customers 
collect products in the regional platform  

 

Aggressive implementation of electric 
vehicles  

Electric vehicle reconversion and incentive 
policies 

Alliances with companies to offer another 
type of service, such as store-to-store 
specialized distribution (with non-transport 
companies) 

 

Lobbying with other companies seeking 
flexibility in municipal decisions 

 

 Public-private alliances to define 
contingency and mobility plans. 
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CLOSING 
 
TCC case allows to understand the complexity in the transport process and logistics 
required for goods commercialization. From what has been developed, the importance 
of defining contingency plans that do not negatively impact on company’s profitability 
remains clear. For this to be possible, it is necessary that all activities and operation 
costs required to carry out such plans are considered in the planning process. 
 
 Additionally, it is important that organizations regard contingencies as opportunities 
to improve and innovate, in such a way that this leads to new alternatives to generate 
innovations in the processes, businesses and income, which impacts company 
performance and stakeholder benefit. 
 
 
EPILOGUE 
 
TCC decided to implement night operations to respond to the environmental 
contingency considering that operating costs would not be a determinant in relation 
with TCC’s global profitability. However, it was decided by the management to make a 
contingency plan for any future eventuality in the logistic process.  As part of these 
plans, the company included a pilot distribution plan in the LSP through electric 
delivery bicycles, which was developed by means of a strategic alliance with two mass 
consumption companies: Grupo Familia and Nutresa. They designed not only the 
transport solution but also the joint local distribution process for the three products of 
the companies involved. At May 2018, the pilot plan ended and the feasibility of 
continuing with the proposal is currently under evaluation.    

 
 
 
 
 
 
 

 


