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AN EXECUTIVE SUMMARY OF INDUSTRY NEWS U P DA I E

B Tough outlook for oil. Speaking at the Coun-
cil of Supply Chain Management Professionals
Annual Conference in San Diego, noted oil
industry expert Chuck Taylor said that for the
first time in its history the United States will
be forced to increase economic growth while
decreasing oil consumption. “This is something
that has serious implications for the prosperity
of global supply chains,” said Taylor. “There are
many who say that it can't be done and that we
are in for a permanent decline; but | don’t agree
with that” Meanwhile, diesel prices returned
to $3 per gallon territory throughout most of
October.

B Signs of a recovery? Strong third quarter
earnings reports from several publicly traded
freight transportation and logistics services
providers, including UPS and Class | railroads
CSX and Union Pacific, pointed to healthy
profits and relatively stable volumes, espe-
cially when compared to a dismal 2009. While
these reports are encouraging, many experts
maintain that it's tough to gauge just how
much momentum will carry over to sustained
growth. Some of the reasons cited include

a reduction in inventory stocking, still slug-
gish consumer spending, and various pieces
of pending legislation like hours-of-service
and CSA that have the potential to negatively
affect supply chain operations for both carri-
ers and shippers.

W DOJ’s call for help. The U.S. Department

of Justice may not be through with naming
forwarders guilty of price fixing. Indeed, they
are calling upon shippers to share informa-
tion on any anticompetitive conduct they may
be aware of by calling the Antitrust Division’s
National Criminal Enforcement Section at
202-307-6694. So far, the abuse seems to be
widespread. According to the charges, the
companies carried out the various conspira-
cies by, among other things, agreeing during
meetings and discussions to coordinate vari-
ous charges and fees on customers purchasing
international freight forwarding services for
cargo freight destined for air shipment to the
U.S. Each company is charged with price fixing
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in violation of the Sherman Act, which carries
a maximum fine of $100 million per offense
for corporations. The maximum fine may be
increased to twice the gain derived from the
crime or twice the loss suffered by the vic-
tims of the crime, if either of those amounts is
greater than the statutory maximum fine.

M Is UPS rolling out domestic service in China?
Taking steps to keep pace with its global rivals,
UPS is aiming to set up domestic service in
China, according to a recent Financial Times
(FT) report. According to the FT, UPS recently
submitted an application for a domestic
license to the China State Post Bureau, a local
regulator, in order to offer shippers in China
domestic next-day delivery service and second
and third-day delivery products. A UPS spokes-
woman told LM that the application process

is still ongoing at this point. She also said that
UPS has offered domestic services in China to
shippers on a contract basis since 2005 and has
been looking at adding other domestic services
there since that time.

B NRF calls for 2.3 percent gain in holiday sales.
Recent projections from the National Retail
Federation indicate that 2010 holiday retail
sales will hit $447.1 billion for a 2.3 percent gain
over 2009. The NRF said that while this increase
is slightly lower than its 10-year average holi-
day sales increase of 2.6 percent, it still repre-
sents a significant improvement from 2009's 0.4
percent increase and 2008's 3.9 percent decline.
In recent years, retailers have had to deal with
excess merchandise and inventory control
during the holiday season to limit their expo-
sure to excess merchandise and unplanned
markdowns, according to the NRF. And like in
recent years, the NRF explained that retailers
are expected to focus on supply chain efficien-
cies and inventory control to prepare for these
possibilities again.

B AASHTO’s gas tax solution. The American
Association of State and Highway Transporta-
tion Officials (AASHTO) unveiled a proposal
for Congress that it said would “convert the

Continued, page 2 >>
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federal tax on gasoline and diesel fuel from a
cents-per-gallon basis to a percentage basis,
a mechanism that could raise revenues to pay
for greater highway and transit investment if
the price of fuel rises in future years.” Accord-
ing to AASHTO, the gas-tax option outlined
would entail an 8.4 percent tax on a gallon of
gas instead of the current 18.4-cent gas tax,
while the tax on a gallon of diesel would be
10.6 percent instead of the current 24.4 cents.
AASHTO added that it estimates the changes
would potentially raise an additional $43 billion
over six years, assuming the price of gasoline
increases as the government projects.

B CSX, New Jersey ready with Liberty Corridor
Freightway. Class | railroad carrier CSX, the
state of New Jersey, and the Port of New York
and New Jersey recently heralded the open-
ing of the Liberty Corridor Freightway. CSX
described the Freightway as a major public-
private partnership that provides expanded
access to the Port of New York and New Jersey.
According to CSX, the corridor will enable
double-stack intermodal freight to move from
the port to inland destinations, increase train
capacity, improve service levels, and expedite
freight flows to and from inland ports. CSX
officials said that with the Freightway now
open, intermodal freight will move on CSX
trains throughout the U.S. and relieve stress on
highways—as one Freightway train carries the
equivalent of 250 trucks while emitting one-third
of the nitrous oxide and particulate matter.

B Rotterdam rises. Goods throughput in the
port of Rotterdam increased over the first
nine months of 2010 by 13.4 percent to 321 mil-
lion tons. “"The growth is leveling off, but is
still slightly higher than expected,” said Hans
Smits, chief executive of the Port of Rotterdam
Authority. “The port continues to profit from
strong European exports, for which a lot of
raw materials also need to be imported. Total
throughput is now exactly at the 2008 level.”
According to industry analysts, more Asia-EU
trade is a reflection of investment in infra-
structure. “Making ports attractive as part

of a routing option may be about focusing on
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responsiveness,” said Mary Burns, who heads
the Port Performance Research Network at
Dalhousie University in Nova Scotia. Speaking
at the recently concluded American Associa-
tion of Port Authorities’ annual meeting last
month, she noted that “the global economic
crisis forced all too re-examine their practices.”

B MENA growth. The International Air Trans-
port Association (IATA) called for coordinated
efforts to deal with the challenges of growth
in the Middle East and North Africa (MENA),
“Over the last decade, the carriers of the Mid-
dle East and North African region have grown
from b percent of global traffic to 11 percent,”
said Giovanni Bisignani, IATA's director gen-
eral and CEO. "Planned aircraft purchases of
$200 billion over the next decade will support
this growth into the foreseeable future. This
expanding global presence brings with it the
challenge of playing a larger role in the global
aviation community,” he added. According to
IATA, the financial situation of the MENA car-
riers is improving. For 2010, the organization is
forecasting a bottom line improvement of $1
billion on the $600 million that the region’s car-
riers lost in 2009.

B CEVA CEDO calls for green collahoration.
Speaking at the German Logistics Congress
last month, John Pattullo, CEO of global 3PL
CEVA Logistics, signaled a need for all supply
chain and logistics stakeholders to work in tan-
dem to develop global guidelines for sustain-
able logistics services. Pattullo noted that the
logistics sector is responsible for more than
five percent of all greenhouse gas emissions.
He said: “Sustainable logistics is not necessar-
ily a management top priority, and in today's
economy, many customers are unwilling to

pay a premium for green transport.” He added,
“despite these obstacles, the logistics indus-
try must support change towards sustainable
services.” Pattullo also said that the complex
network of regulations is currently an obstacle
for logistics companies in establishing a sus-
tainable supply chain.

Continued, page 4 >>
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B Tiger II funding. The Port of Los Angeles
has been awarded $16 million from the U.S.
Department of Transportation's National Infra-
structure Investment grant program, known as
“TIGER II,” for its West Basin Railyard project.
The port, along with 41 other capital construc-
tion projects and 33 planning projects in 40
states, received funding from $600 million
awarded nationwide. The port's project will
maximize use of rail, thereby making it more
efficient and competitive, said spokesmen.
Geraldine Knatz, the port’'s executive director.
She noted that it represents a broader strat-
egy: "I'm thankful that our federal government
has recognized the national importance of our
port by awarding this funding” she said.

B Flags of shame. The United States Coast
Guard (USCG) has recently advised that all
foreign flagged vessels operating in United
States waters are required to be maintained in
compliance with U.S. regulations, international
Conventions, and other required standards.
So-called “Flags of Convenience” (FOCs) have
been linked to a wide range of international
crime, terrorism, and human rights violations.
The USCG has stated that it now has proce-
dures in place so that if ships have a history of
operating in waters subject to U.S. jurisdiction
in a substandard condition—outside accept-
able standards—they may be denied entry. The
move will no doubt win the endorsement of the
International Transport Worker's Federation
(ITF), which has been campaigning against
exploitive vessel operators. “FOCs provide a
means of avoiding labor regulation in the coun-
try of ownership, and become a vehicle for pay-
ing low wages and forcing long hours of work
and unsafe working conditions,” said ITF press
officer, Sam Dawson.

B Commercial warehousing back on the rise. A
new Armstrong & Associates report says that
the U.S. commercial warehousing market will
hit $50 billion this year. The report notes that
combined contract and public warehousing
revenues are expected to top 2008 levels by two
percent following a 2009 decline. The report
adds that the contract and public warehousing
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market now represents 45 percent of the entire
U.S. warehousing market. Richard Armstrong,
chairman of Armstrong & Associates, told LM
that a slowly recovering economy is the main
reason for a 2010 rebound in the commercial
warehousing market. Included in the reportis a
list of the top 256 commercial warehousing ser-
vices providers, which includes 3PLs. It's also
comprised of updates on facility sizes, capac-
ity, revenues, pricing, regional variations, and
vertical industries.

B And the Silver Kingpin Award goes to...
Mike Bruns, recently retired President and
founder of Comtrak Logistics, Inc. is the win-
ner of 2010 Intermodal Association of North
America (IANA) Silver Kingpin Award. The
annual award recognizes individuals for their
significant, long-term contributions to the
intermodal industry. According to IANA, its
Awards Committee specifically recognized
Bruns' contributions to, and visibility within,
the intermodal industry though his numerous
volunteer and leadership activities. The Com-
mittee also noted his significant commitment
to the Memphis community and various chari-
table organizations.

LM/SCMR Virtual Conference:
Best Practices in Supply Chain Productivity

Join Group Editorial Director Michael Levans
and Editorial Director Frank Quinn in an
exclusive virtual conference designed to help
professionals gain a better understanding of
three vital, yet often overlooked, elements of
logistics and supply chain management suc-
cess—people, process, and technology. Our
keynote speaker and conference sessions will
share tips and insights on applying the princi-
pals of labor management to improve produc-
tivity and to help your employees realize their
career goals; defining and better managing
your global supply chain processes; and apply-
ing supply chain technology to improve overall
logistics efficiency.

logisticsmgmt.com/V Cbestpractices
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27" Annual Quest for Quality in Review
We take you behind the ballroom doors to give
readers a firsthand look at the 27th Annual Quest
for Quality Awards dinner that was recently held

in San Diego, Calif. More than 120 carrier and 3PL
executives were on hand for the festivities. 50

<« QUARTERLY TRANSPORTATION
MARKET UPDATE: AIR CARGO

Profits take off...

While the world’s airlines are posting an
impressive revenue rebound, air cargo
analysts claim that volatility caused by too
little or too much capacity in the market
has resulted in wide swings in rates and
overall carrier performance. 548

SSWEBCASTEVENT

2010 Warehouse/DC Brighter days ahead
Bench ma rk Study Join Group Editorial Director Michael
Levans and the research team of
Derek Sorensen and Norm Saenz from
TueSday’ November 30 TranSystems (LM's research partner)
2 :00 PM ET as they put context behind Logistics
Management’s 5th Annual Warehouse
REGISTER: & Distribution Center (DC) Operations
www.logisticsmgmt.com/wdcbenchmark2010 | Survey,ourannual study designed to give
""""""""""""""""""""""""""""""""""""""" the market the most up-to-date snapshot of
current activities and trends in warehouse
and DC operations management.
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A man who takes

the high road

I'M PLEASED TO ANNOUNCE that the
National Industrial Transportation
League (NITL) and Logistics Manage-
ment (LM) magazine are presenting
Wayne Johnson, manager of carrier rela-
tions at Owens Corning and Chairman
of the NITL Highway Committee, with
the 2010 NITL Executive of the Year
Award.

This honor, which recognizes an
individual for achievement and lead-
ership in the logistics and transporta-
tion industry, is co-sponsored by NITL
and LM and is named after John T.
McCullough, a former chief editor of
Distribution magazine, a predecessor of
LM. T will be presenting the award to
Johnson during the opening ceremony
of the NITL’s annual meeting on Mon-
day morning, November 15, in Fort
Lauderdale, Fla.

While this is only the sixth year that
I've had the privilege of presenting this
award to a distinguished member of
our community, I've noticed a set of
common denominators in the character
make-up of its recipients over that short
period of time.

While McCullough Award win-
ners have built long and prosperous
careers in logistics and transportation
as shippers, carriers, or service provider
executives (and some have spent a little
time in all three arenas), each has dem-
onstrated extraordinary patience, has
built a reputation for team building
and diplomacy, and has made the time
to step out of the day-to-day routine
to champion causes that will improve
logistics and transportation operations
for the greater good.

And after reading Executive Editor
Patrick Burnson’s thoughtful Q&A with
Johnson (page 24), I think you'll be able to
say, without hesitation, that this executive
neatly embodies these winning traits that

November 2010 | WWW.LOGISTICSMGMT.COM

separate industry leaders from general
practitioners.

The interview walks us through
Johnson’s more than 34 years as a ship-
per, a carrier executive, a teacher, and
a lobbyist speaking before Congress,
tirelessly pushing the agenda of trans-
portation reform. We learn that he had
transportation seep into his blood early
when he was a traffic analyst on the
Milwaukee Railroad in Cedar Rapids,
lowa, before he entered college. His
spirited debates on rate interpretation
with a veteran rate clerk on the line
taught him to see both sides of the
carrier/shipper relationship—an early
lesson that he says set the foundation
for the balanced management tactics
that he would employ for the next three
decades.

“While he’s soft spoken and is very
measured in his speech, his message
is very powerful,” Burnson told me fol-
lowing his conversations with Johnson.
“One can feel his passion for the indus-
try almost immediately.”

The NITL and LM would like to
congratulate Johnson on being named
this year's winner. “He embodies ter-
rific energy, level-headedness, and a
natural, ethical nature,” adds Burnson.
“But perhaps his most distinguished
feature, his colleagues told me, is that
he always takes the high road in any
task or negotiation—and that’s what
really sets him apart.”

Michael A. Levans, Group Editorial Director

Comments? E-mail me at
mlevans@ehpub.com

VIEWPOINT
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Pricing Across the Transportation Modes

(2001 = 100)

2006 2007 2008

m % change (left scale)

135
1
"
123

Forecast 119

2009 2010 20M

— Index 2001=100 (right scale)

TRUCKING

Aggregating all transaction prices charged by all types of
carriers in the trucking industry suggests inflation stood still
from August to September. In the details, we see long-distance
LTL carriers of general freight cut their prices 0.14%, local
truckers of specialized freight pushed tags up 0.07%, and vans
moving households and offices increased their fees 0.6%. All
others, however, reported no change in prices and so the total

% CHANGE VS.: monthago 6mes.ago 1yr.age | truck industry price index held firm. Even though we forecast
General freight - local 0.0 07 01 a 2.75% annual price increase in 2011, the trucking industry’s
Truckload 00 13 18 average prices will end next year still 2.2% below July 2008’s
Less-than-truckluadl ] i -0.1 -09 03 eak price level.
Tanker & other specialized freight 0.2 02 15 p P
2 e — 150 AIR
143 U.S.-owned airline companies made no change in the
8 136 prices they charged for hauling mail in the belly of scheduled
nlll-.-—l 129 flights from August to September. At the same time, airliners
8 Forecast 122 increased prices for hauling freight a meager 0.06%. Compared
16 to the same month a year ago, however, prices were up 2.5% for
2006 2007 2008 2009 2010 2010
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mail and 11.7% for freight. Nonscheduled U.S.-owned air
charter companies, meanwhile, cut their prices 8% from a

9 CHANGE VS.: Tmonthago Gmos.ago 1yr.ago | Month ago, which nonetheless left prices 7.2% higher than
Scheduled air freight 0.0 0.2 14 September 2009 levels. Our forecast for airfreight on scheduled
ghane;gd air freight & passenger gg :]g ;% flights continues to call for an 8.8% annual price increase in
omesticC air courier -U. . . 0, f f f
nternational air courier 5 18 83 2010, but shows a weaker 2.2% price increase in 2011.
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- ) 168 Driven entirely by a 5.3% drop in prices charged for coastal
8 161 and intercoastal U.S. freight transportation, the water transpor-
o IlNa__u 154 tation industry reported a 1.2% decline in average transaction
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prices in September. Despite this monthly price cut, compared
to a year ago, water transportation tags increased 11%. That
was the third consecutive month of a year-ago price increase
exceeding 10%. With the third quarter in the bag, our forecast

% CHANGE VS.: 1 month ago 6 mos. ago 1 yr. ago still points to an annual inflation rate of 8.2% in 2010, followed
Deep-sea freight 0.1 46 15.0 by a 5.5% hike in 2011. Inflation pressures in the inland water-
gﬂtaSEil &Sitntgcoastal fSreight 523 ?2 g? ways freight transportation market will continue to be the big-
and wate frsight 1584 doj | 9estconcern for shippers.
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) T ] 9 no change overall for prices in September. Following a 0.6%

II | price cut in August, the new data perhaps underscores the
£ I - B tenuous nature of the current U.S. economic recovery. Still,
0006 2007 2008 2009 92010 20Tt the rail industry’s unprecedented price collapse of 2008-2009 is
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firmly in the past and we continue to forecast the annualized
rate of growth in price inflation from rail operators will hover
in the 4% to 5% range through 2011. The rail transportation
industry will continue to fare better than other markets, as
underlying cost indexes will grow at a slower rate than prices,
thus bolstering margins.

Source: Elizabeth Baatz, Thinking Cap Solutions. E-mail: ebaatz@alertdata.com
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e Elections could have major
impact on supply chains, p. 16

e RILA study looks at retail
supply chain outlook, p. 18

¢ Five major trucking companies

endorse EOBRs, p. 20

Shippers bracing for
future rate hikes

LM reader survey reveals that shippers expect rate increases to
come soon, but capacity is not as much of a concern—at least

for now.

By Jeff Berman, Group News Editor

AT A TIME WHEN CAPACITY across all
modes of freight transportation is tight-
ening, coupled with a slower-than-
hoped-for economic recovery, many
logistics, supply chain, and transporta-
tion managers responding to a Logistics
Management (LM) survey report that
they are expecting to pay higher rates
throughout the remainder of 2010 and
into 2011.

The findings of the survey, com-
pleted late in the third quarter, found
that 65 percent of the 340 respondents
are planning for higher rates, if they
are not paying them already. Although
shippers acknowledge higher rates are
on the way, securing capacity was not
as much of an issue, with 64 percent
indicating they are currently not hav-
ing major capacity issues and another
34 percent saying that they are feeling
capacity tighten.

“We have seen some capacity issues
in certain areas of the country; how-
ever, | think many of the major asset-
based trucking companies are pumping
the capacity problem up and it's not
as severe as they were expecting,” said
Ralph Folkes, assistant vice president
of corporate transportation for L'Oreal
USA and a survey respondent.

“It's our view that we have seen a
correction in inventory levels that has
been viewed as new growth or sustain-
able growth,” added Folkes. “My view
is that pricing will take a slight correc-
tion down this quarter and in the first

quarter of 2011, and then we might
gradually see an increase as our markets
slowly recover and capacity becomes
more of an issue.”

While Folkes sees the current capac-
ity situation as being somewhat “built-
up” by carriers, other shippers signaled
significant concerns that are likely
to have them scrambling for capac-
ity sooner than later. Among the most
commonly mentioned concerns were

CSA 2010, the pending legislation that

ANALYSIS

will dictate how the federal government
rates trucking companies and drivers;
limited space on bid and dedicated core
lanes; as well as concerns that capac-
ity will sharply tighten as a result of
improving business conditions and a
subsequent rise in demand.

What's more, with Class 8 vehicle
production and orders well below typi-
cal replacement levels, tight capacity
will play a more prominent role in sup-
ply chain planning for over-the-road
transportation for an extended period.

A recent research note by Stifel
Nicolaus analyst John Larkin says that
volumes are sequentially flat, with
shippers seeing moderating demand
as fiscal stimuli have run their course

Are you expecting higher
rates throughout the rest
of 2010 and into 2011?

Source: LM Reader Survey, October 2010

Are you having a
hard time securing
capacity?

LM’s reader survey found that the majority of respondents are expecting higher
rates to show up soon, but most are not having difficulty securing capacity.
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and inventories are being replenished to
desired levels by shippers. Capacity, said
Larkin, should continue to contract in
the face of modest economic growth and
the increased life cycle costs associated
with Class 8 tractors; while credit mar-
kets, which are still tight, should deter
major fleet additions and also contribute
to ongoing reductions in fleet size.

In the meantime, forthcoming safety
regulations like CSA and Hours-of-
Service over the next five years have the
ability to “dramatically reduce available
capacity,” according to Larkin. Regarding
rates, Larkin noted that pricing power is
already shifting from shippers to carri-
ers and should—as the LM survey indi-
cates—accelerate as 2011 evolves.

This trend is echoed by Doug Wag-
goner, CEO of Echo Global Logistics.
In a recession, when there’s not as
much freight to go around, Waggoner
contends that carriers do what they can
to attract market share to keep trucks
moving—and the main lever they have
for that is to lower pricing.

“Lower pricing keeps tonnage intact,
but it decreases the yield equation,” said
Waggoner. “Conversely, when the econ-
omy improves, it allows carriers to be
more selective about what business they
take on. The shipper that got the rock bot-
tom rates during the recession will now be
told they have to absorb a rate increase.
It's not customer friendly, but it's how the
game is played.”

Eric Starks, president of freight
transportation consultancy FTR Associ-
ates, agrees with Larkin that a capacity
crunch is coming due to freight demand
and pending regulatory issues.

“We're already seeing very tight capac-
ity within the marketplace with regards
to the number of active trucks moving
freight right now and that is a critical
issue,” said Starks. “There is a difference
there because we still have a large num-
ber of used pieces of equipment that are
idled and not doing any work. And for
those in active service it's a tight operat-
ing environment with closer to 95 per-
cent of trucks in use [total national fleet
utilization based on FTR estimates].
So, it's creating an environment that is
difficult and when you add on top the
impact of government regulations you're
really going to be pushing the envelope
for capacity.”
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Mid-term elections could have major
impact on supply chains

WASHINGTON, D.C.—Trucking and
rail interests, in particular, watched the
mid-term elections with high interest as
their industries would be most affected
by any tilt toward Republican control.

In the meantime, top industry leaders
are bracing for any power shift away from
Democratic control of Congress as Presi-
dent Barack Obama desperately tries to
stem the tide away from Republican con-
trol of either the House or Senate.

In general, transportation inter-
ests say that they feel a Democratic-
controlled Congress means more
regulation, higher taxes, and higher
operating costs for their companies.
Privately, many transportation com-
pany executives say that they're hoping
for Republican inroads in the 112th
Congress that convenes in January.
Even if Republicans can't take con-
trol of either the House or Senate,
many executives are hoping for enough
Republican gains to at least temper
what they feel is an overly aggressive
regulatory agenda by Democrats.

A wild card in the equation is the
chance of a lame-duck session of Con-
gress after the election, but before
January. Past lame-duck sessions have
proven that anything is possible, largely
because some exiting members of Con-
gress have nothing to lose in voting for

their favorite pet projects on the way
out the door of Washington.

Trucking leaders, in particular, have
been proactive in anticipating any pos-
sible change in leadership as they have
been in the forefront recently of prepar-
ing for any regulatory changes affect-
ing their industry—from tighter truck
driver hours-of-service to a requirement
that all trucks be outfitted with elec-
tronic on-board recorders (EOBRs).

In fact, a coalition of five lead-
ing trucking companies got behind a
recently introduced bill in the Sen-
ate that would require EOBRs on all
trucks within three years. “Part of our
objective is to be forward thinking, to
anticipate what the regulatory environ-
ment is, and then meet our challenges
to move much more freight in a much
more congested environment in the
future,” says Steve Williams, president
and CEO of Maverick USA, one of the
carriers behind the bill.

“The macro issues are driving this,”
Williams continued. “This is part of
that whole comprehensive look of the
regulatory model that needs to be in
place so we know how to build our
Supply Chain 2.0. This gives us certain
expectations of what shippers and carri-
ers need to work on together.”

Those “certain expectations” could

Supply chain and logistics interests are keeping a close eye on mid-term elections
as trucking and rail interests could be affected by a tilt toward Republican control.
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possibly be changed if Republicans, as
expected, make inroads toward regain-
ing control of either the House or, less
likely, the Senate.

First, some math: Democrats cur-
rently own a 253-178 edge in the
House, with four seats vacant. Republi-
cans need to post a net gain of 39 seats
in order to regain control of the House,
which they lost on Jan. 5, 2007, after
12 years of Republican control.

Republican = strategists are hope-
ful that they can capitalize on the
economic fears of some Americans,
the growth of the so-called Tea Party
movement, and the usual losses that
occur to the party in control of the
White House in order to win those 39
net gains.

It’s almost certain that the Democrats
will lose some seats. Historically, that is
nearly always the case when they control
the White House. According to Politic-
sfirst.com, since 1862, the incumbent
president’s party has lost, on average, 32
seats in the House and two in the Senate
during the mid-term elections.

And if history is any guide, the
Republicans will make some inroads;
but will not gain enough to wrestle
control away from the Democrats
and House Speaker Nancy Pelosi,
D-Calif.

On the Senate side, the math is
even rougher for Republicans. Demo-
crats effectively own a 59-41 edge in
the Senate, counting independents Joe
Lieberman and Bernie Sanders caucus-
ing with Democrats most of the time.
There are 34 seats up this election, but
only 12 held by Democrats.

That means that Republicans need
to hold on to all of their incumbents
and also win 10 of 12 Senate seats
currently held by Democrats. That
would seem unlikely. However, highly
respected analyst Charlie Cook of the
Cook Report insisted recently that the
“Senate was in play,” telling Congress-
DailyAM that a GOP win in the Sen-
ate was “certainly possible” but “fairly
unlikely.”

—John D. Schulz,
Contributing Editor

RESEARCH

RILA study hones in on retail supply
chains strengths, concerns, and outlook

ARLINGTON,  Va—Finding new
opportunities to refine capabilities,
increasing efficiencies, and driving
down costs are just a few of the current
objectives for retail-based shippers,
according to the findings of a recent
study conducted by The Retail Indus-
try Leaders Association (RILA) and
Auburn University.

The study, entitled the 2010 State of
the Retail Supply Chain Study, focuses
on current trends, leading practices,
and the major issues affecting strategy
and planning of retail supply chains.
This year’s findings are based on feed-
back from 175 retail supply chain exec-
utives through a series of phone, panel,
and Web-based interviews.

“Supply chain  management has
played a strategic role in retail organi-
zations throughout the recession and
remains a key driver of business suc-
cess and competitive advantage in
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today’s challenging market,” said Dave
Reiff, senior vice president of national
distribution for Wal-Mart Stores.

Along with the economic recovery,
some of the biggest issues facing retail
supply chain executives were infrastruc-
ture capacity and condition, transporta-
tion rate increases, logistics expertise
availability, carrier capacity and availabil-
ity, and supplier financial stability. The
study indicated that these issues repre-
sent “a sharp contrast” from the study’s
2009 findings, which showed these
issues to be the least of respondents’

worries, resulting in a shift out of sur-
vival mode and into growth mode.

According to Auburn  University
Professor Brian ]J. Gibson, Ph.D, infra-
structure capacity and condition are
coming back to the forefront for retail
supply chain executives due to the lack
of meaningful progress on that front in
2008 and 2009.

In terms of transportation rates,
Gibson explained that some retailers
are getting frustrated due to what he
described as “saber rattling” by car-
riers about raising rates—coupled
with a lack of sufficient capacity and
drivers.

“Carriers feel like they helped retail-
ers survive during the tough times, and
now they are turning their backs on
[them],” said Gibson. “There are a lot
of challenges and issues out there that
they have to overcome, but it's interest-
ing that retailers are back to focusing
on growth-related supply chain issues.”

RILA Executive Vice President of
Retail Operations Casey Chroust said
that these results reflect the fact that
retail supply chain executives are work-
ing closer within their own organiza-
tions—a move that was crucial toward
company survival during the depths of
the recession.

Subsequently, Chroust added that
this has led to higher expectations for
retail supply chain management execu-
tives to provide a real balance of excel-
lent service, a high level of reliability,
and responsiveness. And as CEOs
become more interested and engaged in
supply chain processes, supply chains
need to deliver on their capabilities and
strengths, he said.

Looking to the future, some of the
biggest issues on the retail supply chain
horizon center largely around business
and environmental processes. Accord-
ing to the report, roughly 30 percent of
the respondents indicated that both an

“There are a lot of challenges and issues out there that they

have to overcome, hut it’s interesting that retailers are back

to focusing on growth-related supply chain issues.”
—Professor Brian J. Gibson, Ph.D, Auburn University
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emphasis on sustainability and related
costs as well as rising oil prices and
their impact on network design were
the two biggest long-term supply
chain planning issues. Slightly more
than 5 percent said domestic carriers’
health and loss of capacity is a major

long-term issue.

Other long-term issues cited by
respondents  include  international
freight service, multi-channel retail
supply chain management, and tech-
nology enhancement.

—Jeff Berman, Group News Editor

REGULATION

Five major trucking companies endorse
EOBRs for all commercial trucks

WASHINGTON. D.C.—As five
leading trucking companies are
calling for federal regulations that
would require all interstate trucking
companies to install electronic on-
board recorders (EOBRs) on all their
trucks, shippers are being urged to
make changes as well.

According to Steve Williams, chair-
man and CEO of Maverick USA and

a former chairman of the American

Trucking Associations, shippers need
to better manage their supply chains to
bring the driver—and his legal hours-
of-service—into the overall equation
between their operations and the car-
riers. “Those shippers who understand
it and can invest and build around this
predictable regulatory doctrine will be
the ones who get the trucks,” Williams
predicts. “The others will find trucks in
short supply.”

- solutions finder.
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The proposed bill would require
trucks to have EOBRs installed
within three years.

This prediction comes in the wake of
the introduction of a Senate bill called
the “Commercial Driver Compliance
Improvement Act.” The bill was intro-
duced by Sens. Mark Pryor (D-Ark.)
and Lamar Alexander (R-Tenn.) and
would require trucks to have EOBRs
installed within three years.

The devices are expected to affect
overall truck capacity because drivers
would be held to a stricter hours-of-
service compliance than is currently
possible through the use of paper
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logs—commonly known among drivers
as “comic books.”

The companies endorsing the bill
are five giants in the truckload sector—
Schneider National (second-largest TL
carrier by revenue), U.S. Xpress (fourth
largest), J.B. Hunt Transportation Ser-
vices (fifth largest), Knight Transporta-
tion (10th largest), and Maverick USA,
a major flatbed carrier with more than
$300 million in revenue.

These companies are forming an
industry coalition called the “Alliance
for Driver Safety & Security” geared
to urge Congress to pass the bill along
with other legislation designed to
improve highway safety. The five CEOs
are recommending all transportation
firms embrace the legislation and sup-
port the safety effort.

“Electronic on-board recorders will
improve safety on our nation’s highways
by applying technology to document
driver compliance to the hours-of-
service rules,” says Craig Harper, ].B.

NEWS & ANALYSIS

“Those shippers who understand it and can invest and build

around this predictable regulatory doctrine will be the ones

who get the trucks.”

—Steve Williams, chairman and CEO of Maverick USA

Hunt's chief operating officer. “Early
evaluation of the Comprehensive
Safety Analysis (CSA 2010) data sug-
gests that carriers with higher levels of
hours-of-service compliance have lower
crash involvement.”

Trucking officials believe that the
use of EOBRs would level the playing
field between those in compliance and
those who are not. “Our drivers cur-
rently using the system love it,” said
Greer Woodruff, a senior executive at
J.B. Hunt. “We look forward to rolling
it out and taking advantage of current
technology to replace the current paper
backed system.”

Prices of the devices range from
basic models of around $300 to as
much as $2,000 for those that have
added navigation, communication, tex-
ting, and voice mail capabilities, indus-
try officials said.

The Owner-Operator Independent
Driver Association (OOIDA) has long
opposed the so-called “black boxes”
on privacy grounds and because it says
there is no link between these devices
and highway safety. OOIDA would
rather the government require some
mandated training or driving training
instead of requiring these devices.

—John D. Schulz, Contributing Editor
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Pearsonon

How can manufacturers
really get ahead?

“you SiE,” EXPLAINS THE Red Queen to Alice in
the sequel to Alice’s Adventures in Wonderland,
“it takes all the running you can do to keep in the
same place.”

This is something that manufacturing com-
panies truly understand. In recent years, many
of these organizations have automated new pro-
cesses, leaned out operations, enhanced product
quality, extended their supply chains to more
global and low-cost sources, and made
inroads to serving customers in emerging
markets. Yet, many find themselves more-
or-less in the same place: racing to keep
up with higher costs, new competitors,
more demanding customers, and shorter
product life cycles. So, in an environ-
ment destined to become even more
frenzied, what can manufacturers do to
actually get ahead?

The first thing companies must do is
not assume that things will get easier.
During the next decade, the efficiency
and quality gains manufacturers worked
so hard to make will likely become little
more than table stakes. Just to stay in the
same place, companies will also need to
tighten controls over all aspects of their
production processes; develop supply
chain models that consider tax efficiency;
and leverage new information technolo-
gies like cloud computing. But after that, there
are several things they can do to actually pull
ahead.

1. Cater to a more specific customer
needs. Hyper-customization may have started
in personal computers, but it now encompasses
a far broader range of products. Take the simple
nutrition bar. The website of Element Bars, a
young lllinois-based company, offers design-your-
own products through its dynamic, drag-and-drop

Mark Pearson is the managing director of the Accenture’s
Supply Chain Management practice. He has worked in sup-
ply chain for more than 20 years and has extensive interna-
tional experience, particularly in Europe, Asia and Russia.

Based in Munich, Mark can be reached at mark.h.pearson@

accenture.com
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interface. Nearly 6,000 variations of fruits, nuts,
sweeteners, protein boosts, and packaging can be
configured by the customer. To meet more-spe-
cific customer needs, companies may also need to
minimize product complexity and delay product
differentiation. A great example of the latter is
Apple’s iPhone. With more than a million “apps”
to choose from, users can configure their iPhones
with the exact tools that they want.

Manufacturers’ distribution of customers in
2010 versus projected for 2013

2010

2013

| IV America, Western Europe, Japan, and Australia
M China
[ Rest of world

Source: Accenture

2. Excel at rapidly relocating/rebalancing
operations. Global sourcing and location deci-
sions used to focus on chasing low-cost labor—
generally in low-cost countries far removed from
centers of demand. But now demand is moving
more rapidly; so rather than fixating on cheap
locations and routinely pulling up stakes, compa-
nies may be better off rebalancing regional supply
with regional demand by using “total landed cost”
as the key bellwether.

Beyond labor costs and quality, that means
regularly quantifying the effect of currency
swings, responding quickly to shifting energy and
transportation costs, and incorporating intangibles
such as customer service, language, and political
stability into your order management strategies.
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3. Collaborate with more strategic partners.
Many manufacturers have increased the number of
“strategic partners” they use. But to avoid staying in
the same place, they'll need to do more—perhaps
adopt a new manufacturmo approach that may largely
eliminate the “made by us” model. Increased flexibility
and competitive differentiation are prime motivators,
but the real driver could be a chance to shift from
fixed costs to variable costs. That, of course, is often
the strategic basis for contract manufacturing, which
has helped many consumer electronics firms contend
with extremely short product lifecycles and potentially
wrenching swings in demand.

4. Increase shop floor agility. Business
processes—new or time-tested—can never be totally
static. Manufacturers know this, which is why many
have focused hard on rapid machine reconfigura-
tions, continuous improvement, and Lean Slx Sigma
initiatives. Yet all these capabilities will have to be
turbocharged.

A good way to do this is to excel at predictive analyt-

ics. With information technology practically ubiquitous,

and computing power and transaction volumes increas-
ing at an accelerated pace, manufacturers of any size

TRNST TME

must be able to harness data to get smarter about cus-
tomer behavior, the supply chain, product development,
production lines, and talent management.

5. Differentiate with sustainability. Environ-
mental and social sustainability remains a high prior-
ity among many major companies. One reason is that
heightened customer awareness about sustainability
is influencing more purchasing decisions. Investors,
too, are demanding greater corporate attention to sus-
tainability, as they file shareholder resolutions relating
to “responsible” business practices, climate change,
health, and safety.

But perhaps the most powerful motivator is the
realization that companies really can “do well by doing
good.” Green initiatives and operational efficiency
programs, for example, are entirely compatible. Both
help companies minimize waste and reduce their use of
water, electric power, transportation, and fuel. This list
of manufacturing “to-dos” barely scratches the surface.
However, the point should be clear: Manufacturing
behaviors that used to be solid differentiators may now
constitute little more than the price of admission. Com-
panies that expect to do more than stay in the same
place will need new strategies for getting ahead. []
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2010 NITL/McCullough Executive of the Year

0

the

Wayne Johnson, the 2010 NITL Logistics Executive

of the Year, remains on the cutting edge of legislative reform.

As he enters the next stage of his distinguished career, Johnson
chairs the NITL’s Highway Committee and continues to share his
knowledge with a new generation of shippers.

LOGISTICS MANAGEMENT

BY PATRICK BURNSON, EXECUTIVE EDITOR

he first thing one notices about Wayne Johnson is
that he’s still a man on the move. Given the number
of professional responsibilities he has been charged
with over the course of his career, this should hardly
come as a surprise. But perhaps his most distin-

guished feature, say his colleagues, is that he always takes the
high road in any task or negotiation—a noble characteristic that
has earned him the respect of the industry at large.

Johnson is presently the manager of carrier relations for Owens
Corning, headquartered in Toledo, Ohio. For over 34 years he has
worked in the field of logistics and transportation as a shipper, a car-
rier executive, and an educator. He has over 29 years of management
responsibility with Fortune 100 companies in the United States and
Mexico and worked with Landstar in Philadelphia for five years. John-
son also brings eight years of teaching experience in transportation and
accounting to the table.

On top of his daily commitments over the years, he’s found time
to be the Chairman of the National Industrial Transportation League’s
(NITL) Highway Committee, serve on the League’s Board of Directors,
and remain an active member of its Rail Committee.

In recognition of his remarkable energy, level-headedness, and ethi-
cal nature, the NITL and Logistics Management (LM) have chosen
to present Wayne Johnson with the 2010 NITL Logistics Executive
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2010 NITL/McCullough Executive of the Year

of the Year Award, also known as the
McCullough Award. This honor is co-
sponsored by NITL and LM. The award
is named after John T. McCullough,
a former chief editor of Distribution
magazine, a predecessor of LM. John-
son will receive the award on Monday,
November 15, at the opening ceremo-
nies to NITL's 103rd Annual Meeting
& TransComp Exhibition in Fort Lau-
derdale, Fla.

“Wayne is the go-to guy when it
comes to getting anything done,” says
NITL President Bruce Carlton. “And we
always know that he’s going to be fully
committed to success. Right now, he’s
leading the way on reforming interstate
trucking regulations—and as you will
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WAYNE JOHNSON

“My advice to anyone is to always
review your position as it relates to
your department and/or company
positions. Get to know the various
departments outside your area and
their perspectives on transportation
and other vital issues.”

learn after speaking with Wayne, he’s
passionate about this issue.”

In an exclusive interview with LM
on the eve of this award, Johnson did
indeed share his passion for trucking
regulations as well as some of the for-
mative “lessons” he’s picked up during
his storied career.

Logistics Management: When did you
know that a career in logistics was right
for you?

Johnson: [ knew it was what [ wanted
to do when [ spoke with my Transporta-
tion Law and Management professor in
my first transportation course at lowa
Wesleyan College. After that discus-
sion, | changed my mind about being

a CPA and instead aimed toward a
career in transportation with a major in
accounting and transportation. After |
graduated, | came back and taught that
same class at Wesleyan.

LM: Who were your mentors, and how
did they help shape your values and work
ethic?

Johnson: The very first mentor was
definitely that Transportation Law and
Management professor I had in college.
Then there was the Milwaukee Rail-
road rate clerk in Cedar Rapids, lowa,
who challenged me on each and every
rate interpretation that came along. As
a new traffic analyst, T would call and
ask how to interpret various provisions
in the old 28300 rail tariffs and how to
apply the standing rate increases.

Though 1 didn't necessarily agree
with what she was saying, her interpre-
tation seemed responsible. It wasn't
until I began to study for the 1CC
Practitioners examine that [ found the
shippers reasoning for not paying the
“legal rate,” which was called the “law-
ful rate.” This newfound knowledge
gave me reason to take our discussions
to a new level. Her challenges helped
me, as | would continue to scramble
for answers to questions she would
raise or | would develop during our
conversations.

Besides the two I've already men-
tioned, there is Tom Donas, vice presi-
dent of transportation at Grain Pro-
cessing Corporation; Don Mayoras,
president at Sun Carriers; Sam Spen-
cer, an agent at Landstar Logistics;
and Jeff Brashares, vice president

WWW.LOGISTICSMGMT.COM | November 2010



http://WWW.LOGISTICSMGMT.COM

at RES-1. All of these individuals
have added positively to my career in
transportation.

LM: Can you pinpoint any specific
early influences that stand out more than
the others?

Johnson: Well, the early experience
working with the rail clerk was certainly
my first lesson on keeping accurate and
detailed records of all rail transactions.
But I also credit my Chief in the Navy
who helped me make E-5 in just two
years. In my career there have been many
single individuals that have coached me
and headed me in the right direction.

LM: Can you tell us a little something
ahout your first job and how it influenced
your continued growth in this profession?

Johnson: My first full time logistics
position wasn't called logistics at all. 1
was called a “traffic analyst.” I came to
get this position when I was transferred
from a feed mill in Illinois to the corpo-
rate headquarters of the same company
in Towa. I was 23 years old and fresh
out of the Navy with no college educa-
tion. So, throwing feed bags, driving a
forklift, and loading trucks was better
than working at a retail store. At the
same time, | started getting my college
education by driving 56 miles one way
to college three times a week.

As a traffic analyst I was responsible
for applying milling-in-transit credits
of inbound corn to outbound starch
products. T was also responsible for
filing supplements to over 300 tariffs.
Terms like “exparte,” “through rates,”
and “per diem” were introduced to me
and embedded in my mind and used
on a daily basis. From there I would
learn how to master those terms as |

advanced in the world of transportation
management and law.

LM: What do your regard as your most
innovative achievement? Have there heen
any “hest practices” you are credited
with initiating?

Johnson: | guess the most notable
innovative achievement I can take some
credit for is the region-to-region pricing
strategy for both rail and truck intro-
duced at a paper company 1 worked for
in Tennessee. This process allowed the
company to have only 13 motor carrier
rates from 13 origin regions to 13 des-
tination regions that covered the entire
United States.

It wasn't too popular with the truck-
ing companies. The regional process
also introduced the company’s first
origin-to-destination region rail rates,
which were not too popular with the
railroads. The new process challenged
the trucking companies and railroads
to price competitively throughout a
large region of the U.S. that they had
yet to reach. And remember, this was
happening between 1987 and 1992,
when deregulation was grabbing hold
and taking its toll on railroads like the
Southern Pacific Railroad and many
small trucking companies.

LM: Every career has its speed bumps.
Can you share some of the obstacles you
have faced along the way?

Johnson: 'The obstacles that 1
encountered were created by certain
individuals and the subsequent politics
that were created inside the work place.
In transportation, you meet all kinds of
people with different goals and ambi-
tions, and sometimes their perspectives
do not match yours—so something has

“Two lessons right off the top:
Relationships are key; and what goes
around comes around. Get to know your
company’s markets and keep up with
changes in those markets.”
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to give. My advice to anyone is to always
review your position as it relates to your
department and/or company positions.
Get to know the various departments
outside your area and their perspective
on transportation and other vital issues.
Prepare for the future and don’t under-
estimate the changes that may occur.

LM: Your new jobh at Owens Corning
must be fascinating, especially because
you’ve had to manage it during one of the
worst recessions in U.S. history. What
lessons have your learned recently?

Johnson: Two lessons right off the
top: Relationships are key; and what
goes around comes around. Get to
know your company’s markets and
keep up with changes in those mar-
kets. Communicate to your carriers
any extreme changes in movement of
products that you control so that they
can adjust. If they don't change to meet
your needs then it's best for both par-
ties to find other partners. Always be
professional and keep personal feelings
out of the shipper/carrier relationships.

LM: What do you see for the next
stage in your career?

Johnson: [ began that new stage a few
months ago at Owens Corning. They
understand that working with partners
in the supply chain is vital, and [ am now
charged with facilitating that process.

LM: Finally, can you describe how the
NITL has helped you and what’s currently
on your agenda?

Johnson: The NITL allows an indi-
vidual to get involved and change the
logistics and transportation world as we
currently know it. A good example is the
“size and weight” issue that Congress and
the President face today. Through work
on the NITL Highway Committee, the
NITL Board of Directors, outside asso-
ciations, and even speaking before Con-
gress, | have not let the issue rest. Now
with the help of many, many others, size
is at the top of the Western States’ agenda
as they have asked for an exemption
from the national interstate restriction on

weight. []

—Patrick Burnson is Executive
Editor of Logistics Management
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TRANSPORTATION BEST PRACTICES & TRENDS

Private Fleet Operations:

Maintaining
the advantage

Tech-savvy private fleet operators are able to justify the cost
of their complex operations through high service levels, smart
maintenance programs, and revenue generating backhaul
opportunities that can make even the toughest CF0 smile.

BY JOHN D. SCHULZ, CONTRIBUTING EDITOR

rivate fleets have always been

in the crosshairs of corporate

bean counters. After all, if

you're in the business of pro-

ducing widgets, why bother
with the additional cost of operating a
private fleet of trucks?

Why bother? Well, at more than
$300 billion, private fleets make up
the largest component of the $680 bil-
lion trucking industry. As Coca-Cola,
Sysco, Wal-Mart Stores, Pepsi Bottling
Group, U.S. Foodservice, Haliburton,
Tyson Food, Walgreen’s, and other cor-
porations can attest, their private fleets
aren’t considered mere cost centers.
Instead, these savvy logistics operations
consider their fleets a strategic operat-
ing advantage that can be used to win
market share and satisfy finicky cus-
tomers—and even enhance the role of
the private fleet manager and the logis-
tics department within the corporation.

Not that operating a private fleet
is easy. Transportation, particularly
trucking, has never been more com-
plex. There are regulations galore, from
the federal, state, and even local level
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covering safety, environmental, techni-
cal, operational, and other aspects of
the industry. Communities and states
increasingly look at trucks as easy tax
targets; and in the meantime, engines
are constantly being designed to run
cleaner, but only with increasingly com-
plex maintenance issues.

While the list of issues affecting pri-
vate fleet operations continues to grow,
there remain three core areas that the
savviest managers stay focused on en
route to maintaining that strategic
advantage:

Service. Timely deliveries to both
internal suppliers and manufacturing
centers as well as to customers can set
the best private fleets apart from for-hire
carriers. At their best, private fleet ser-
vices can be seen as a defining operational
advantage that can be justified to even the
toughest internal financial officer.

Maintenance. Today's typical,
$125,000, Class 8 tractor-trailer is basi-
cally a computer on wheels. Engines
require ever-complex layers of main-
tenance to run while emitting as little
as 5 percent of the pollutants and

particulates that a typical heavy duty
truck spewed a decade ago. To keep
these trucks in check requires a level of
expertise by the private fleet manager
that didn't exist 10 years ago. Outsourc-
ing can help in this regard.

Financial performance. True, pri-
vate fleets cost money, but their costs
can be mitigated through a series of
moves. Today, the best private fleets
operate as “blended” operations, with
the ability to secure lucrative back-
hauls. Some private fleets operate very
much as for-hire carriers when securing
these loads, moves t