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Thank You to Our Respondents

We are pleased to present the findings of the 2010
Annual Trends in Logistics and Transportation

Our hope is that this data will provide useful
information regarding current industry practice and
trends, and assist you in better managing your
organization

Your continued support of this effort enriches the
research results
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Representing The Marketplace

Sample represents over $36 billion

in transportation expenditures

This is approximately
5.2% of the total

national surface
transportation
expenditure

8 0 2 respondents from 14 sectors represented this study
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Annual Sales Of Respondents

10.9%

> $9 billion
11.3%
$5 - $9 billion 6.3% Masters
3.7% 2010
$3 - $5 billion 6'0"{3. 6% 2009
$2 - $3 billion 1-9:./"2%
$1 - $2 billion 9.8% Contenders

7.9%

10.9%
12.3%

wa - Challengers

$500 million - $1 billion

$250 million - $500

million
0,
<$250 million S
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TRUTH #1

A majority of firms do not have an
option of being either cost or
service focused - they are being

compelled to be both
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Strategy For This Division or Business Unit

Cost Leadership
Product / market innovation
48.2%

Mix: Be all things to all people

Customer Service

40.4%
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Overall Objective / Goal For Division or Business

Maximize asset utilization
Maximize profitability

Increase customer satisfaction

41.8%
Reduce Costs
44.4%
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Managerial Control of Activities
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Freight forwarding
Materials management .
Raw materials inventory o
Production planning .
Finished goods .
Customer service levels .
Packaging .
Return goods handling
Network design .
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Transportation

Who Leads? Setting Policy and Strategy

Finished goods
inventory

Packaging
Order fulfillment

Procurement of raw
materials

Setting customer
service levels

Forecasting
Managing freight

forwarding
relationships
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Who Leads? Setting Policy and Strategy

Inbound transportation * *
management

Outbound transportation *
management

Determines core carriers ¢

Key transportation ¢
processes

Creates and maintains
procedures for ensuring

: *
global trade compliance
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Tactical/Execution Issues Consume the Most

Time

Strategic planning
within the firm

Strategic planning
with customers

Strategic planning
with suppliers

Strategic planning
with service providers

Tactical/execution
issues

Tactical/issues with
service providers
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Procurement is in the “Driver’s” Seat

Purchasing/procurement decisions tend to 32.2%

drive inbound transportation execution

Inbound transportation decision making tends
to drive purchasing decisions

Coordinating Distribution and Outbound
Transportation
Distribution decision making tends to 24.0%
drive transportation execution

Outbound transportation decision making
tends to drive distribution operations

Both functions meet on a regular basis to . .
. . o Both functions meet on a regular basis to 28.0%
discuss strategic decisions for both areas . . o 0%
discuss strategic decisions for both areas
Both functions report to the same person, who Both functions report to the same person, 24.0%
makes these trade-off decisions who makes these trade-off decisions
Inbound transportation and procurement . . .
decision making is not integrated; rarely discuss Tranqurtatlon and. distribution fgnctlons 9.0%
trade-off issues are not integrated; issues rarely discussed
0% 10% 20% 30% 40% 0% 10% 20% 30% 40%
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Supply Chain Decision Making Sends Mixed Signals Alignment of Logistics and Transportation
1 ) 2 3 4 5 6 7 1 2 3 4 5 6 7
(Strongly Disagree) (Neutral) (Strongly Agree) (Strongly Disagree) (Neutral) (Strongly Agree)
Decisions are focused on facilitating our key 5
customers success 38 Alignment has made it possible to reduce 556
overall costs for L&T activities
Managers make independent decisions within 515 Alignment has resulted in improved customer 5.46
broad guidelines to support firm objectives ' service performance ’
We have shifted from managing functions to Excellence in logistics has en_abled us to reduce 5.39
managing processes 4.92 overall transportation costs
Excellence in transportation has allowed us to 537
We extensively utilize cross functional teams 481 reduce overall logistics costs
for managing day to day operations ’ ) .
Alignment has enabled us to respond quickly to 531
We are fully integrated with the rest of the firm 469 changing customer requirements
with regard to strategy/decision making ’ Alignment has resulted in improved lead times 5.16
T for customers
T
0 1 2 3 4 5 6 7
1 2 3 4 5 6 7
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TRUTH # 2

End-to-end supply chains with
seamless flows of product/material,
information, and finances are more
idea than reality

Domestic Visibility on a Plateau

)
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Supplier’s

Supplier Supplier  Inbound Company  Outbound

NOTE: 1 = very visible; 7 = not very visible

2010

2009

=

Customer
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International Transportation Visibility is Declining How Quick'y is Information Available?
% & E /\:V'V\;%L, Shipment created
- P ¢
Supplier’s Carrier ¢
ngplier Supplier  Inbound Company Outbound Customer compliance
Spend by mode *
NOTE: 1 = very visible; 7 = not very visible Spend by specific
2010 carrier ¢
Shipment in *
transit
Transportation
service 7S
performance
Carrier rates ¢
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1z UNIVERSITY of e s NIVERSITY of g,
CELERANT TENNESSEéUF GEORGIA ;UTHERN 19 CRLERANT TiENNESSEE!UF GEORGIA ;UTHERN 20
UNIVERSITY UNIVERSITY




Supply Chain Disruptions are the Major
Challenge for the Challengers (Small Size Firms)

Dealing with financial outcomes of
supply chain disruptions

Effectively sharing operational
information with selected suppliers

Ability of suppliers to assist the firm
with rapidly changing business
conditions

Clear organizational logistics/supply
chain vision

Ability to quickly restore product flow
after a supply chain disruption
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Information Sharing is an Issue for the
Contenders (Medium Size Firms)

Frequency of customers sharing
demand information

Information flows between the firm
and its suppliers

Information flows between the firm
and its service providers

Firm’s sharing operational information
with selected customers

Ability of suppliers to assist the firm
with rapidly changing business

conditions
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Masters Need to Improve Information Flows

Effective sharing of operational
information with selected suppliers

Customers frequently sharing demand
information with the firm

Firm’s sharing operational information
with selected customers

Information flows between the firm and its
suppliers

Ability of suppliers to assist the firm
with rapidly changing business

conditions
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Domestic Distribution is Managed by
Commercially Purchased Software

Commercially purchased software package 27.3%
that is part of our ERP
Commercially purchased “best of breed”
software package - installed on your network
Commercially purchased “best of breed” m2010
software -SaaS m2009

Integrated legacy systems

Software package developed in-house

Manual / spreadsheets

Third party provider(s)

2.0%
Other 2.0%
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International Uses More Integrated Legacy Software
than Domestic Distribution

Commercially purchased software package
that is part of our ERP
Commercially purchased “best of breed”
software -installed on your network
Commerecially purchased “best of breed”
software -Saa$

27.5%
27.5%

m2010
m2009
Integrated legacy software

Software package developed in-house
Manual / spreadsheets

Third party provider(s)

Other
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Manual/Spreadsheets Decline as a Method to
Manage Domestic Transportation

Commercially purchased software package that

is part of our ERP
Commercially purchased “best of breed” m2010
software —installed on your network 2009

Commercially purchased “best of breed”
software -Saa$

Integrated legacy software

i 18.4%
Software package developed in-house 15.8%
0,
Manual / spreadsheets 19.4% 24.6%
0,
Third party provider(s) 194— A)
0
Other 2.0%

5.3%

0% 10% 20% 30% 40%

Percent of Respondents

Manual/Spreadsheet are Primary Tools for Managing
International Transportation

Commercially purchased software package that

is part of our ERP

Commercially purchased “best of breed” 2010
software -installed on your network 2009

Commercially purchased “best of breed”

software -SaaS
Integrated legacy system
Software package developed in-house
27.8%
Manual / spreadsheets 25.6%
Third party provider(s)
Other 5.1%
T
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TRUTH # 3

Most firms are focusing on improving
operations which is the “tip” of the
transportation cost pyramid.

Strategic and tactical approaches are
often left out of the picture.
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Domestic Transportation Spending Increasing
Percent of Sales

22.6%
0,
>5% 21.0%
-50,
4-5% 2010
2009
3-4%
23% 18.3%
23.2%
=20,
1-2% 18.3%
14.3%
0,
<1% 18.7%
0% 10% 20% 30% 40% 50%
Percent of Respondents
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International Transportation Spending
Percent of Sales

>5%
4-5% m2010
m2009
3-4%
2-3%
1-2%
36.6%
19
<1% 40.9%
0% 10% 20% 30% 40% 50%
Percent of Respondents
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Truckload Dominates as a Percent of the
Transportation Budget

TL

Private Fleet

27.2%

Ocean

National LTL
Regional LTL
Small Package
Surface Package
Intermodal

Air

Rail

Other Modes

Barge Percent of Respondents

0.0% 10.0% 20.0% 30.0% 40.0%
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Transportation Scorecard

Mode of
Transportation
TL 78.1 90.3
National LTL 78.4 81.7
Regional LTL 78.7 83.1
Rail 58.9 79.0
Intermodal 76.5 NA
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Top 5 Actions Completed to Improve Operating
Efficiency or Effectiveness

Improved carrier tracking
Improved shipment consolidation
Improved route planning

Implemented EDI messaging with trading
and service partners

Top 5 Actions Being Implemented to Improve
Operating Efficiency or Effectiveness

Improved shipment consolidation
Shared capacity forecasts with carriers or
other service providers
Improved carrier tracking
Improved route planning
Implemented EDI messaging with trading
and service providers

Shifted more transportation activities in
house
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Actions Not Planned to Improve Operating Quantifiable Results from Actions
Efficiency or Effectiveness
Reduced service levels in customer orders
Reduced service levels in transportation
Better asset utilization .
) dmini . Reduction of
Reduction of ower administrative transportation costs
Increased the amount of freight that is : costs
“snot” bid g transportation costs o Lewer admimiemve
o Reduction in head Reduction ltn head costs
count coun Reduction i
Began using or shifted more services and L cauction In
& & . . 4 Lower administrative expedited order costs
or volume to service providers
costs
Began using more ‘green’ carriers
(Smartway, etc.)
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TRUTH #4

Effective inventory is our “Mount
Kilimanjaro.” Scaling its height has
a low success rate.
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Improving Inventory Flow

Average Days Average Days
Average Number Sales in Sales
of Turns Inventory Outstanding
2010 2009 | 2010 2009 | 2010 2009
The Masters 15.1 11.5 30.8 414 | 31.6 32.8
The
Challengers 17.4 16.1 25.1 30.0 | 41.2 32.2
The
Contenders 11.2 11.7 39.9 35.1 | 37.6 415
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Information Integration is Critical

Suppliers Customers Service providers

Reduced operating
expenses

Greater
profitability

- 39

.
‘GEORGIA SOUTHERN
UNIVERSITY

e UNIVERSITY of
CELERANT TENNESSEE 0

Process Integration Lagging

Manual Mostly Some IT IT systems
systems manual systems in | integrate with

systems place some manual
intervention

Demand
management —
order fulfillment

Demand
management -
manufacturing

Demand
management -
distribution

Order
management -
ERP

Order
management -
transportation
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IT systems
integrate
information
seamlessly
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Process Integration Lagging

Manual Mostly Some IT IT systems IT systems
systems manual systems in | integrate with integrate
AP some manual information
intervention seamlessly
Order
management -
warehousing
Order
management -
transportation -
warehousing
Manufacturing -
supplier
relationship
management
Warehousing -
transportation
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TRUTH #5

Firms have embraced the concept of
differentiated service.
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Closing the Gap Between Best and Average
Customer?

2009 2010

98.1% 98.2%

Correct
Invoice

Correct

Invoice

96.3% 96.8%

95.5% 96.30 ™ Best

Perfect Perfect Customer
Ord
rder Order 94.3%
B Average
Customer
95.49 .39
On-time % On-time 96.3%
Delivery Delivery
80% 85% 90% 95% 100% 80% 85% 90% 95% 100%
Mean of Respondents
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“Best” Customers Get Better Service

2009 2010

Shipments

Shipments B Best
resulting in resulting in Customer
complaints complaints 4.1%
B Average
4.3% Customer
Backorders Backorders
8.3% 6.2%
Damage Damage
3.6%
0/ 0 0,
0% 5% 10% 0% 5% 10%
Mean of Responses Mean of Responses
AN NN -l | 0gistics 2
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Average Length of Haul
Supplier to Your Facility

> 2,200 miles
1,501 - 2,200 miles

1,001 - 1,500 miles

Average Length of Haul

From Your Facility to Your Average Domestic Customer

> 2,200 miles
1,501 - 2,200 miles

1,001 - 1,500 miles

501 - 1,000 miles 501 - 1,000 miles 30.7%
251 - 500 miles 34.2% 251 - 500 miles
101 - 250 miles 101 - 250 miles 16.0%
<100 miles 14.5% <100 miles 16.0%
0.0% 10.0% 20.0% 30.0% 40.0% 0.0% 10.0% 20.0% 30.0% 40.0%
Percent of Respondents Percent of Respondents
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Both efficiency and effectiveness dictate
the firm’s strategy.

The level of integration that is needed for processes,
technology and people to successfully deploy this
strategy is immense. Yet the ability to execute this
strategy promises a significant return.
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TRUTH # 2:
We are not making sufficient progress in
building seamless, end-to-end supply
chains.

[t’s time for visibility to become more than just an
“extended” capability. The priority must shift to
making it a core capability.
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TRUTH # 3:
For maximum, sustainable results a
clearly defined logistics and supply chain
strategic vision is needed.

Strategy must lead the way in order to maximize the
firm’s outputs from its efforts. Operational driven
efforts are just the tail wagging the dog.
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TRUTH # 4:

Truly effective inventory management
across the supply chain will not happen
until we conquer demand and supply
integration.

Improvements in inventory management were
primarily driven by the state of the economy. Will
we begin to build inventory levels as the economy
recovers?
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TRUTH # 5:

We have not reached the summit relative
to differentiated service. There is plenty
of opportunity for additional efficiency
and effectiveness in this area.

Defining who is a “best” or “average” customer is
challenging for most firms. There is no room in
this economy to get it wrong!
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CONTACT INFORMATION

Karl B. Manrodt, Ph.D.

Georgia Southern University
kmanrodt@GeorgiaSouthern.edu

Mary Holcomb, Ph.D.

University of Tennessee
mholcomb@utk.edu

Peter Moore
Celerant Consulting

peter.moore@celerantconsulting.com
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