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Breakfast cereal used to pass through six or more separate companies on its way to the grocery store shelf.  Grain from western states and Canada was moved in bulk trailer trucks from fields to rural grain elevators for storage.  The grain was then railed to grain-storage elevators in trade centers such as Topeka or Kansas City, where the shipper stored the grain and recorded a rail “transit credit.”  Next, the grain was railed to a processor with the rail transit credit applied on the outbound freight charge.  The processor, usually located on a major river for energy, cracked or ground the grain into flakes and then packaged the cereal for shipment to a warehouse and finally to the consumer in the grocery store.
Over the years, the cereal supply chain has become more efficient.  Larger-capacity railcars haul the grain in fewer trips to the processors.  More reliable and flexible truck transportation and larger, more efficient distribution centers allow cereal companies to store less inventory.  And as computers and the Internet have made it easier to track ownership and bill for transportation services, the administrative overhead cost of the transit credit has become history.  
Grain is now trucked from the grower to storage facilities, then shipped by rail to the cereal plant, bypassing the intermediary storage stations.  At the cereal plant, the grain is processed and mixed with other ingredients such as sugar, nuts, and dried fruit.  The mixture is then shaped or assembled into its final form and packaged.  The packaged cereal is trucked to distribution centers, from which it is trucked to retail stores and placed on shelves for consumers.  
Figure 4.3 diagrams the industries and freight transportation links that make up the breakfast cereal supply chain.  Figure 4.4 maps a breakfast cereal supply chain linking spring wheat growers in rural Kansas and red winter wheat growers in rural Arkansas with nearby consolidation and storage facilities, then to the cereal manufacturer in St. Louis, the distributor in Philadelphia, and the supermarket in Boston.  The schematic of the breakfast supply chain is overlaid on a national map of all grain and related food products flows by truck, rail, and water.  
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Higher fuel costs, truck driver shortages, port and rail capacity constraints, and deteriorating transportation infrastructure are jeopardizing these supply chain efficiencies.  “Drivers are hard to find, equipment is unavailable, and the infrastructure is crumbling,” complains one industry executive.  To reduce the risk and costs of delay caused by unreliable transportation links, retailers and wholesalers are holding more inventory again.  
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· Beer was traditionally manufactured locally because transportation was expensive and transit times were so long that the beer would lose flavor in transit.  This pattern changed over last 20 to 30 years as manufacturers took advantage of reliable transportation networks and low transportation costs to make beer centrally and distribute it throughout the country.  Trucks now bring malted barley from western states or Canada, and ships or airplanes bring hops from the United Kingdom (for ales) and from Germany (for lagers).  After being mixed with water and yeast, brewed, and packaged in six-packs and kegs, beer is trucked across the country to regional distributors.  Regional distributors deliver less-than-truckload quantities of beer to retailers in every neighborhood.  
· Figure X.X diagrams the industries and freight transportation links that make up the beer supply chain.  Figure X.X maps a beer supply chain linking barley growers in North Dakota and hops growers in Germany and the United Kingdom to brewers in Cincinnati, and then to distributors and customers in Los Angeles.  The schematic of the beer supply chain is overlaid on a national map of all component product flows by truck, rail, and water.  
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· The centralized production system that saved money for brewers and customers is now threatened by congestion and delays.  Trucks delivering beer encounter delays in heavy Chicago traffic, and federal hours-of-service safety regulations limit the number of consecutive hours that truckers can drive on the long haul from Chicago to Los Angeles.  As the costs go up, customers will simply buy less, explains one beer industry executive.  To avoid the costs and delays, beer makers are now investing heavily in regional breweries or acquiring competitors to gain local manufacturing and distribution capabilities—a reversal of the long trend toward more efficient centralized operations that had helped to reduce the costs of beer as well as many other consumer products.

