MEDIA, LLC



http://WWW.LOGISTICSMGMT.COM
http://logisticsmgmt.com/2012tech

FREE

ndustry - LOQISEICS

Resources MANAGEMENT.

O LAYICONTNICCIEU T TWECTIISSUCS

Tr—

Magazine ]

y 3 Email Newsletters

Follow us on Twitter

EE['JE'E

Customer Service J

RSS Feeds

Like us on Facebook ]

.
=
ﬁ

| FE:H:H:

Papers

e Wit

Peerless
MEDIA, LLC

P.O. Box 1496 ® Framingham, MA 01701



http://www.logisticsmgmt.com/enewsletters
http://www.facebook.com/LogisticsManagement
https://twitter.com/#!/LogisticsMgmt
http://feeds.feedburner.com/lm/rss/recentlyfiled
http://www.logisticsmgmt.com/
http://logisticsmgmt.com/subs/LM_Subscribe_Welcome.html
mailto:lmsubs@ehpub.com?subject=Logistics%20Management%20Digital%20Edition%20Help
http://www.logisticsmgmt.com/whitepapers
http://www.logisticsmgmt.com/blogs
http://www.logisticsmgmt.com/webcasts
http://www.peerless-media.com/
http://www.logisticsmgmt.com/

GET IN
THE GAME

Your team needs the right equipment to manage transportation effectively. MercuryGate’s TMS
gives you everything you need — manage any mode, in any country, playing by your rules. Plan,

optimize, execute, rate, track, and settle shipments with

our on-demand delivery model that’s ready when you are. §.
Whether you're in the majors or just starting out, you'll cu Gate

have the tools you need to hit a homerun every time.

sales@mercurygate.com www.mercurygate.com



mailto:sales@mercurygate.com
http://www.mercurygate.com

Get your daily fix of industry news on logisticsmgmt.com

Management

AN EXECUTIVE SUMMARY OF INDUSTRY NEWS U P DA I

M It may not qualify as 2008 redux.... at
least not yet. Diesel prices, as of press time,
have been over the $4 per gallon mark since
hitting $4.051 per gallon the week of January
27. Since that time, prices have been in the
$4.10 range. But while these prices remain
fairly high, they’re still more than 50 cents
less per gallon compared to the summer of
2008, which peaked during the week of July
14, 2008 at $4.764 per gallon. Even before
diesel prices hit $4 per gallon, shippers have
maintained that they’re forecasting for steady
fuel increases in their transportation budgets
should diesel prices continue to hover near or
at the $4 per gallon mark.

M BDP is not for sale. While an April Reuters
report indicated that global third-party logis-
tics (3PL) services provider BDP International
was in talks with private equity firms to make
the company available to be sold, BDP stated
that is not the case. A company official told
Logistics Management that BDP owners, the
Bolte family, “believe in the company’s future,
see strong upside potential, and is exploring
opportunities with private investors to raise
capital that will enable BDP to have added
flexibility to build on its technology, expand

Passing of a legend. Mc-Kinney Moeller,
the visionary leader of A.P. Moller-Maersk,
passed on last month at the age of 98
leaving a proud legacy of unprecedented
achievement. Containerized shipping
would not have gained the sudden traction
decades ago had it not been for his imagi-
nation and commitment. Today, Maersk is
the world’s leading ocean cargo carrier,
with a far-flung network of supply chain ser-
vices. Maritime historians, along with many
military veterans, will also recall how he pro-
vided free U.S.-flagged charters to provide
logistical support during the Persian Gulf
War of 1991. A life-long admirer of Ameri-
can enterprise and democracy (his mother
was an American), he will long be remem-
bered as a champion of free trade.
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global presence, and help its customers
grow.” The spokesman added that the infu-
sion of capital through outside investment is a
normal course of activity for privately owned
companies, and also said that BDP is in the
most favorable position in its 45-year history,
out-performing its industry and financial mar-
kets over much of the past decade.

M Transportation bill extension approved by
House...again. In what has become a com-
mon occurrence since the previous federal
transportation bill, SAFETEA-LU, expired in
September 2009, the U.S. House of Repre-
sentatives signed off on another extension to
keep federal transportation funding intact at
current levels. This 90-day extension would be
the tenth one in nearly three years and would
last through the end of September. This fund-
ing primarily goes toward road, bridge, and
mass transit projects. House Transportation
and Infrastructure Committee Chairman John
Mica (R-FL) said that this bill contains no tax
increases, earmarks, or new federal govern-
ment programs and will help move the process
forward in working to resolve differences with
the Senate.

B TIGER grants remain in demand. The
United States Department of Transportation’s
(DOT) Transportation Investment Generating
Economic Recovery (TIGER) grant program
has again received overwhelming demand
and has exceeded the level of available fund-
ing. DOT said applications for TIGER 2012
grants at $10.2 billion dwarf the available $500
million the program has available in its coffers.
DOT added that it received 703 applications
for TIGER grants from across the country. The
objective of the TIGER program is to ensure
that economic funding is rapidly made avail-
able for transportation infrastructure projects
and that project spending is monitored and
transparent. The federal government has had
four rounds of TIGER funding, with the most
recent one coming last November through
President Obama’s FY 2012 Appropriations
Act, which has $500 million available for trans-
portation infrastructure projects.

continued, page 2 >>
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B Port of Long Beach optimistic about 2012
Peak Season. While a true Peak Season has
not surfaced in a few years, an encouraging
sign of better things to come came from the
Port of Long Beach’s (POLB) “Annual Peak
Season Forecast” event. Featured speakers
said that there’s a growing sense of optimism
for the upcoming Peak Season. This could be
viewed with skeptical eyes by many freight
industry transportation stakeholders, given that
a real peak has truly failed to materialize in a
meaningful way for at least four years running,
if not more. At the POLB event, global ship-
pers stated that they anticipate a busier 2012
Peak Season, with Southern California ports
well prepared with facilities, labor force, and
customer service ready to handle increased
volumes. As part of the proceedings, Walter
Kemmsies, Ph.D, chief economist for Moffat &
Nichol, said that exports are currently support-
ing the U.S. economy through overseas pur-
chases of U.S. autos, construction equipment,
and agricultural products.

B UPS sets sights on U.S.-Mexico cross-
border trade. UPS recently rolled out UPS
Cross Border Connect, a ground freight ser-
vice between the United States and Mexico
focused on easing heavyweight freight sup-
ply chain challenges for companies investing
in cross-border trade. UPS described it as a
contractual service that leverages the trucking
network that supports the company’s North
American air freight service. This network is
connected with Mexican-based carriers at
eight points—including Otay Mesa and Calex-
ico, Calif.; Nogales, Ariz., and El Paso, Laredo,
McAllen, Harlingen and Brownsville, Texas—
along the U.S.-Mexico border. The company
said the service meshes its transportation and
customs brokerage expertise north and south
of the border to improve speed to market,
drive cost efficiencies, and lessens supply
chain risk.

M End of a trend? Offshoring is still with us
for the time being, but is it near its end? This
is indeed the conclusion made by The Hack-
ett Group’s 2012 Key Issues research study.

LOGISTICS MANAGEMENT
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Hackett analysts said that companies are
currently adapting their business models and
priorities in response to economic changes in
regional global markets. Furthermore, in the
next 8 to 10 years the flow of jobs offshore is
likely to cease, as companies simply run out
of business services jobs suitable for mov-
ing to low-cost countries. Hackett's research
highlights driving factors behind the offshoring
trend, but by far the most important force has
been the consolidation of the delivery of busi-
ness services into global business services.

H Ag shippers question “index”. Peter Fried-
mann, executive director of the Agriculture
Transportation Coalition, met with Federal
Maritime Commission (FMC) Chair Richard
Lindinsky last month to discuss confidential
service contracts and their negative impact

on U.S. exports. According to Friedmann, the
FMC is keen to explain to shippers the benefits
of the proposed Freight Index where rates and
services would be available for public scrutiny.
“However,” said Friedmann, “many questions
remain. Is it appropriate to use confidential
service contract data to create a public index?
Might publication of rates in specific trade
lanes for specific traffic enable third parties

to identify the shipping patterns and rates of
certain shippers, and thus create a competi-
tive problem?” Industry analysts agree, and
have noted that this proposal deserves careful
consideration.

B Canada-Cuba connection. Mexican Presi-
dent Felipe Calderén visited Cuba last month,
signaling greater hemispheric cooperation with
the “closed loop” economy of the tiny island
nation. Before pushing off for The Americas
Summit in Cartagena, Colombia, Calderdn
attempted to engage Cuban officials on “trade
exchanges and investments,” he told the
Mexican Senate. But trade analysts noted that
Cuba has been doing just fine by forging a
tight relationship with that other NAFTA neigh-
bor—Canada. That nation’s investment, trade,
and cultural links with Cuba are substantial.
In fact, Canada is the second-largest foreign
continued, page 4>>
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continued

investor in Cuba (after Venezuela) and the
third-ranking country in terms of joint ventures.
Canada is also Cuba’s fourth-largest merchan-
dise trade partner, behind Venezuela, China,
and Spain. Meanwhile leading logistics provid-
ers and several U.S. seaports are positioning
themselves to take advantage of change in our
own trade policy.

M Port of LA getting strategic. In a move sig-
naling a commitment to long-term leadership,
The Los Angeles Harbor Commission has unan-
imously adopted a five-year strategic plan for
the Port of Los Angeles for 2012 through 2017.
The plan focuses on three “key result areas,”
comprising competitive operations, strong rela-
tionships, and financial strength. It maps out the
port’s priorities, objectives, and various initia-
tives for developing infrastructure, enhancing
overall competitiveness, growing market share,
optimizing land use, advancing maritime tech-
nologies and sustainability efforts, and main-
taining the port’s top ranking as the nation’s
ocean cargo gateway to the Pacific Rim.
According to analysts at Zepol Corporation, a
leading trade intelligence service, the Port of
Los Angeles increased in imports by 22.4 per-
cent from February, but is down 10.6 percent
from January. Port Executive Director Geraldine
Knatz notes that “changing economic tides will
require new and innovative approaches.”

B Ocean metrics ahoy. In an effort to help
importers and exporters benchmark their car-
riers’ service levels, Drewry and CargoSmart
have agreed to introduce a wider range of
container Key Performance Indicators (KPIs).
Drewry will incorporate the additional KPIs into
a new quarterly report, the details of which

will be announced sometime in May. “The

new container KPIs will add value as they will
measure performance at the box-level, which
is more important for shippers than at the ship-
level,” said Philip Damas, director at Drewry.
Spokesmen added that Drewry has chosen
CargoSmart for its “high quality data,” which is
necessary for KPIs to be effective for decision-

LOGISTICS MANAGEMENT
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making. “Measuring KPIs is critical for shippers
to optimize their business operations,” said Kim
Le, director of CargoSmart North America.

M Leap year bonus. California’s export-

ers turned in another strong performance

in February, continuing an unbroken streak
of monthly year-over-year increases dating
back to November 2009. The value of goods
shipped abroad by California businesses in
February reached $12.85 billion, a nominal
gain of 9.2 percent over the $11.76 billion in
exports reported in February 2011, accord-
ing to an analysis by Beacon Economics of
foreign trade data released in late April by
the U.S. Commerce Department. California’s
exports of manufactured goods grew by 9.1
percent from $7.53 billion to $8.22 billion, while
non-manufactured exports (chiefly raw mate-
rials and agricultural products) were up by
3.6 percent from $1.55 billion to $1.61 billion.
“With 2012 being a leap year, we got the Sadie
Hawkins’ Day bump this February,” said Jock
O’Connell, Beacon Economics’ International
Trade Adviser.

B American Trucking Trends paves bright
road for trucking. The 2012 edition of the
American Trucking Associations’ (ATA) Truck-
ing Trends contains current data pertaining to
the U.S. trucking industry. Data points of inter-
est include that in 2011 trucking moved $603.9
billion in freight, which represents more than
80 percent of all freight transportation revenue.
What’s more, ATA said that freight weighed

9.2 billion tons or 67 percent of all freight by
weight. ATA President and CEO Bill Graves
described this year’s edition as the most
important guide to trucking facts and figures.
“The information in this year’s edition clearly
indicates that trucking is the driving force
behind our great, and improving economy,”
said Graves. “Safe, reliable, and efficient motor
carriers enable businesses throughout the
entire supply chain to keep inventories lean,
thereby saving the economy billions of dollars
each year.” [J
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2012 RAIL/INTERMODAL ROUNDTABLE:

Rail’s new golden era

Savvy shippers have found ways to put

the nation’s rails back to work—and the

railroads have flourished. But while current

market conditions are favorable for shippers,
guestions remain over how the
nation’s rail and intermodal network
will respond when volume ratchets

up past Sem N

= | 2012 Technology Roundtable:
< | Harnessing the new waves of data

L Five leading technology analysts explore the
E 2 roles ERP, business analytics (Bl), RFID, TMS,
L and social media are playing in helping logistics
N L} professionals capture and utilize data to improve
“ < supply chain visibility—and their careers.
=
< Technology Roundtable 32

Annual Supply Chain Software

o — Survey: Spending stabilizes
3 8 This year's findings indicate a leveling off
from last year’s spike, but also show a higher
overall investment. The market appears to be
o progressing on a slow-and-steady growth path. -
4 New perspectives on global
transportation risk _
Global supply chain risks can have unintended Global risk 42
4 consequences that no one organization can
mitigate. Here are recommendations for
managing the vulnerabilities.
Lift Trucks: Preventive medicine
4 With a few simple perscriptions, fleet managers
can plan for the unplanned, reduce costs, and
ramp up productivity and safety measures.
Lift trucks 46
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Top 30 U.S. Ports: Finding the right balance

The recent surge of U.S. exports has created a more
balanced trade picture for U.S. ports and the stakeholders
they serve. If this is a sustainable trend, analysts expect
to see more investment in infrastructure and increased
competition among the leading gateways. 508
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Logistics Management Exclusive Webcast

May 31, 2012 ¢ 2:00 p.m. EDT e www.logisticsmgmt.com/2012tech
2012 Technology Roundtable

Harnessing the waves of data

As supply chain organizations evolve technologically and do a better job of col-
laborating with both their internal and external partners, the next challenge is the
integration and interpretation of the waves of data that are now washing up on
logistics and transportation manager’s computer screens as a result.

With this in mind, we’ve collected four leading supply chain software and tech-
nology analysts to examine the latest trends, tools, strategies, and best practices
available for better capturing and utilizing the new onslaught of data on the way
to realizing an improved level of visibility across your logistics operations.

Our panelists will be discussing:
® The rising importance of business analytics in logistics operations
¢ RFID’s rapid market resurgence
e How ERP providers continue to expand their logistics offerings
® The rise of social media in logistics career development.

Panel:

Jerry O’'Dwyer
U.S. Sourcing and
Procurement
Leader,

Deloitte Consulting

Mike Liard
Director, RFID,
VDC Research

Ben Pivar

Senior VP and
Supply Chain Lead,
Capgemini

Adrian Gonzalez
Director, Logistics
Viewpoints

Moderator:

Michael Levans:
Group Editorial
Director, Supply
Chain Group

May 2012 | WWW.LOGISTICSMGMT.COM
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How does technology
look, act, feel?

NEW AND INNOVATIVE TECHNOLOGY-driven
concepts are brought to our attention on
nearly a daily basis. When something
really lands with us for the first time, that
concept is simply comprised of words on
a page or vibrations hanging in the air.
We nod, say that sounds interesting, and
then quickly dive back into our day-to-day
grind to practice “business as usual.”

It's not for a lack of intel-
ligence or desire that most of
us go no further in applying a
good idea following that brief
moment of inspiration. Rath-
er, it's because many innova-
tive technological concepts
are rarely communicated in a
practical, illustrative fashion.

We're often left with the questions:
What does this look like, act like, feel
like when it's implemented into my
logistics operations? What tools or soft-
ware do I need to see this through?
What's the benefit?

Well, this month we're taking a shot
at helping Logistics Management (LM)
readers gain a more practical feel for
a few innovative—possibility game-
changing—technology-driven concepts
that I've been hearing quite a bit about
recently.

Indeed, the ideas that surround
terms like “visibility,” “business analyt-
ics (BI),” “data integration,” “item-level
tagging,” and “social media for busi-
ness” have an exciting ring to them.
Now we've set out to define these ideas
and give shippers a snapshot of what
they actually look like, act like when
executed. I've yet to hear definitive
definitions or “see” how they work in
the field—until now.

My goal is to do this in two parts:
The first part starts on page 32 with
our 2012 ‘lechnology Roundtable fea-
ture article; the second part will occur
when we bring our annual Technology
Roundtable Webcast to life on Thursday,
May 31.

May 2012 | WWW.LOGISTICSMGMT.COM

The foundation of both of these
efforts is our panel of leading software
and technology analysts—thought lead-
ers who've been working with logistics
professionals to understand the practi-
cality of these concepts and then see
them through to implementation.

Ben Pivar of Capgemini Consulting
brings shippers up to speed on data

Now it’s time to better understand
how these technology-driven
concepts look, act, and feel when
implemented into your operations.

integration and the “leveling of silos”
across supply chain organizations;
Deloitte’s Jerry O'Dwyer offers ship-
pers his definitive definition of BI and
shares how Welch’s has put it to work
to realize more balanced shipments;
Michael Liard from VDC Research
updates us on the impact RFID tech-
nology is making on item-level tagging;
and Adrian Gonzalez of Logistics View-
points shares examples of how social
media is being put to work in logistics
and supply chain management.

You've heard these terms bandied
about, but now it’s time to better under-
stand how these technology-driven con-
cepts look, act, and feel when imple-
mented into your operations. Start on
page 32 and bring your questions for the
panel on May 31.

To register: www.logisticsmgmt.com/2012tech

Michael A. Levans, Group Editorial Director

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

VIEWPOINT
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Pricing Across the Transportation Modes
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Forecast
2008 2009 2010 2011 2012 2013

m % change (left scale) = Index 2001=100 (right scale)

% CHANGE VS.: 1 month ago 6 mos.ago 1yr.ago

General freight - local 0.0 1.0 1.0
Truckload 13 41 6.4
Less-than-truckload 31 42 89

Tanker & other specialized freight 0.6 08 1.7

TRUCKING

The trucking industry’s inflation trajectory did hit a small speed
bump. Compared to same-quarter-year-ago, price escalation in
all trucking slowed from 5.8% in 2011 Q4 to 4.8% in 2012 Q1.
Specifically, LTL general freight prices slowed from 8.6% to 7.2%
and special freight trucking tags downshifted from 4.8% to 2.7%.
Only long-distance TL revved up its price escalation, and then
only slightly, from 6.6% to 6.7%. With a precarious Europe and
uneasy calm in the U.S., we remain skeptical that trucking will
realize an inflation surge anytime soon. Until the monthly num-
bers start heating up, we continue to forecast TL and LTL prices
to increase only 3% and 2.5%, respectively, in 2012,
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2008 2009 2010 2011 2012 2013
m % change (left scale) = Index 2001=100 (right scale)

% CHANGE VS.: 1 month ago 6 mos. ago 1yr. ago

Scheduled air freight -39 -28 34

Chartered air freight & passenger 2.6 0.3 -4.0
Domestic air courier 0.1 37 17

AIR

March brought a one-month 3.9% drop in transaction prices
for moving freight in the belly of U.S.-owned planes on scheduled
flights. Still, for the entire first quarter of 2012, prices increased
8.6% from same-period-year-ago. At least that was slower than
the 12.4% year-ago price hike registered in the final quarter of
2011. Meanwhile, U.S.-owned chartered planes flying freight did
more than simply slow down price escalation. Here, average
quarterly prices actually were cut once in the final quarter of 2012
(down 1.3% from year-ago) and then cut again more deeply in
2012 Q1 (down 3.7%). Our forecast for airfreight on scheduled
flights shows prices down 1.1% in 2012 and up 0.5% in 2013.

International air courier 21 49 89
2 190 WATER
............. 180 A cyclical downturn in prices charged by U.S.-owned ships in
10 the deep sea category already appears firmly entrenched. Here,
160 average transaction prices in 2011 Q4 and 2012 Q1 were down
150 4.4% and 4.1%, respectively, from year-ago levels. Vessels ply-

(2001 = 100) Forecast
2008 2009 2010 20m 2012 2013

m % change (left scale) = Index 2001=100 (right scale)

% CHANGE VS.: 1 month ago6 mos. ago 1 yr. ago
Deep-sea freight 3.0 28 -3.1
Coastal & intercoastal freight 0.1 06 14
Grt. Lks.-St. Lawrence Seaway  -0.8 126 15.3
Inland water freight 08 1.0 49

ing inland waterways, meanwhile, though not cutting prices, have
reported a slowdown in the rate of price increases to 6.6% in the
first quarter of 2012. Added together, average prices for the entire
water transportation market have slowed from a 10.9% year-ago
inflation rate in 2011 Q2 to 2.1% in 2011 Q4 and then slowed
again to 0.9% in 2012 Q1. Our revised forecast for this market
calls for prices to increase 0.5% in 2012 and 2.4% in 2013.
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Prices charged by railroads are still increasing. Yet, here too, a
noticeable inflation rate slowdown has emerged. In the intermodal
rail category, prices had been growing at an 11.5% year-ago rate
in 2011 Q2, slowed a bit to 9.3% in 2011, Q4 and then slowed
more quickly to 4.9% in 2012 Q1. Carload rail tags likewise have
slowed, albeit a tad less dramatically, from 9.6% in 2011 Q2 to
8.9% in 2011 Q4 and finally to 6.7% in the most recent quarter.
Prices in the carload rail market actually enjoyed a 1.1% monthly
price hike in January and another 0.7% uptick in February followed
by a 0.6% cut in March. For rail transport overall, we forecast aver-
age annual price increases of 0.7% in 2012 and 1.1% in 2013.

Source: Elizabeth Baatz, Thinking Cap Solutions. E-mail: ebaatz@alertdata.com

LOGISTICS MANAGEMENT

WWW.LOGISTICSMGMT.COM | May 2012



mailto:ebaatz@alertdata.com
http://WWW.LOGISTICSMGMT.COM

3 WAYS LOGISTICS CAN KEEP HIGH-TECH
CUSTOMERS COMING BACK.

When UPS surveyed leaders in high-tech companies, we learned that a key
challenge is maintaining the bottom line while improving the customer
experience. This balancing act is not impossible. It just takes logistics, by UPS.

1) MOVE FASTER From international
air freight to next-day air shipments,
UPS can move critical parts or
finished components quickly

and reliably. And technology like
UPS Paperless® Invoice can help
reduce customs delays by up to
56%—enabling you to meet service

agreements and satisfy customers.

2) RESPOND QUICKER With UPS
technology like Quantum View®,

you can see your supply chain and
adjust to changing customer demands.
With status updates for both package
and freight shipments—incoming
and outgoing—your supply chain is
more visible, and, consequently your

business is more responsive.

3) SIMPLIFY RETURNS When
customers need to return, repair

or replace a product, UPS has one
of the largest portfolios of reverse
logistics solutions to help streamline
the process. And with millions of
UPS access points worldwide, your
customers can easily return their

purchases to you.

For more high-tech industry insights, go to thenewlogistics.com/technology or snap the QR code.

®
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thenewlogistics.com/technology
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NEWS

Fleets complaining about CSA =

NALYSIS

fine print, uneven enforcement

Despite its good intentions, many
carriers cite a need for improvement
over regulation’s methodology.

By John Schulz, Contributing Editor

WASHINGTON, D.C.—Few in the
trucking industry complain about the
goals of the federal government’s most
ambitious truck safety program in 30
years. After all, who is against highway
safety? And in an era when jury awards
in truck fatality lawsuits can exceed
$20 million, nobody in the trucking
industry can afford to run unsafe trucks
with risk-taking drivers.

Compared to truck safety, mother-
hood and apple pie run a distant second
and third in carrier priorities.

But it's the fine print, execution,
and enforcement of the year-old CSA
program that’s irking trucking industry
leaders and officials. CSA, which stands
for “Compliance, Safety, Accountabil-
ity,” was designed to weed out as much
as 5 percent (150,000) of the nation’s
3 million or so long-haul truck drivers
that the feds believe are involved in
an disproportionately high number of
truck accidents and fatalities.

“We wholly support the underlying
tenets of CSA,” said John White, presi-
dent of U.S. Xpress, the nation’s fifth-
largest truckload carrier with $1.57 bil-
lion in revenue last year. “We want to
drive safety. We want to improve things.
We work every day to address safety. It's
the core tenet we operate on every day.”

But White and other top trucking
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executives say that CSA is suffering
growing pains ranging from uneven
enforcement and confusion that’s caus-
ing some shippers to express bewil-
derment over the exact nature of the
entire program—and it’s one of the few
issues that trucking executives, com-
pany drivers, and owner-operators see
eye-to-eye on as the government tries
to get it right.

At the recent Mid-America Truck
Show in Louisville, truck drivers gave
Anne Ferro, the well-meaning admin-
istrator of the Federal Motor Carrier
Safety Administration (FMCSA), an
earful as she tried to explain where the
new program is heading.

CSA uses a complex scoring system

to rate the nation’s nearly 700,000 DOT-
registered interstate trucking entities
on seven “Behavior Analysis and Safety
Improvement Categories,” known as
“BASICs.” Those seven BASICs are:
unsafe driving, fatigued driving, driver
fitness, alcohol and drugs, vehicle
maintenance, cargo security and crash
history.

Carriers are given “scores” in each
category—higher the score the worse
the performance. So-called “warning
letters” go out to fleets with scores
above 65 (which means that only 35
percent of carriers in their class have
worse scores). For hazmat carriers, the
cutoff score is 60.

Already, Ferro is talking about elimi-
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nating the cargo security BASIC alto-
gether and replacing it with a hazardous
materials score. There are also changes
coming in the way driver-only inspec-
tions are performed.

Carriers say uneven enforcement
among the states can be a huge factor
in a fleet’s overall score. Let’s say Arkan-
sas is a state where truck enforcement is
stringent and Florida is lax. If a greater
percentage of a carrier's overall miles
happen to be in Arkansas rather than
Florida, there is a greater likelihood that
fleet’s score will be lower on safety.

“There are some challenges in meth-
odology and how scoring is being done,”
USX’s White says. “The real issue is
does the scoring really point out the
bad operators from the good operators?
The challenge is now consistency state
to state. It can vary. You have some very
aggressive high enforcement states and
others not as aggressive.”

FMCSA officials are getting credit

for listening to the industry’s com-
plaints about CSA. And to its credit,
FMCSA says the year-old program is at
least partly responsible for a 9 percent
reduction in roadside safety violations
and a 12 percent drop in driver viola-
tion rates.

To its credit, the trucking industry
has largely accepted that officials openly
admit that it's “a work in progress.”
Most industry officials have accepted it
for what it is—a large government pro-
gram ripe with errors, overreaches and
changes—and have credited FMCSA
for being able to listen to industry
gripes.

“To FMCSA’s credit, they are lis-
tening to the industry, enforcement
community, and stakeholders,” Bob
Petrancosta, vice president of safety for
Con-Way Freight, says. Like White of
USX, he feels that CSA is a worthwhile
endeavor and worth the growing pains
to get it right. []

GLOBAL LOGISTICS

FedEx remains fully committed to

European expansion

MEMPHIS—When UPS  said in
March that it was acquiring TNT
Express for nearly $7 billion, many
freight industry and logistics stakehold-
ers said that this would spell bad news
for FedEx, UPS'’s biggest competitor, in
terms of it’s ability to grow and expand
in Europe.

But FedEx does not see that assess-
ment as entirely accurate.

In fact, since that big UPS-TNT
deal was announced, FedEx
has made two European-
based acquisitions. One
was an early April acquisi-
tion of Poland-based courier
company Opek Sp.Z o.o.
Financial terms of that deal
were not disclosed. Com-
pany officials said that the
Opek acquisition, which is
expected to close this sum-
mer, is part of its growth
strategy in BEurope and is
expected to supplement
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FedEx service portfolio in Poland.

And later in the month, FedEx
acquired TATEX, a French B2B express
transportation company focused on
heavy shipments. TATEX was estab-
lished in 1976 and has more than 1,000
employees and a nationwide network
which includes a central hub near Paris
and 35 stations including 6 regional
hubs.

The company carries more than 19

NEWS & ANALYSIS

million parcels each year and provides a
wide range of express and time-definite
services for parcels and pallets of up to
800 kg in France and throughout the
world. The majority of TATEX's cus-
tomers are in the high technology, spare
parts, automotive, and clothing indus-
tries.

FedEx Chairman, President, and
CEO Fred Smith said on the company’s
March 22 fiscal third quarter earnings
call that FedEx has a profitable multi-
billion dollar business in Europe that is
growing strongly.

‘I am extremely pleased with our
operations there and very confident in
our plans to continue expansion, pri-
marily through organic growth,” said
Smith. “We believe these plans will
continue to improve our competitive-
ness in Europe and further continue
to contribute to profitable international
growth.”

What's more, Smith noted that even
though FedEx is doing well there,
growth rates in Europe are extremely
low and are likely to continue to remain
low as long as the policies being pur-
sued in Europe remain the same as
they have for the last 20 years to 25
years. These policies, he said, are not
stimulative for GDP growth, aside from
relatively low levels.

Among the inroads FedEx has made
in recent years in Europe are:

e the 2006 purchase of ANC Hold-
ings Limited, a UK domestic express
transportation company;

e the 2007 rollout of its wholly-
owned operation in Hungary following
the acquisition of its service provider
Flying Cargo Hungary Kft.;

e the 2010 relocation
of its Central and East-
ern European hub from
Frankfurt to Cologne
and a 2009 expansion
of its European hub
at  Roissy-Charles de
Gaulle Airport in Paris,
which is the largest non-
U.S. FedEx hub;

® and so far in 2012,
FedEx  Express  has
opened 26 new stations
in France, Germany,
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Italy, the Netherlands, Northern Ire-
land, and Sweden, coupled with FedEx
Trade Networks opening up 22 loca-
tions in recent years.

Jerry Hempstead, president of par-
cel consultancy Hempstead Consult-
ing, said that FedEx has a long history
of purchasing transport companies in
Europe, which always have been very
market focused acquisitions.

“Not all of them have worked out
well, and FedEx has a lot more experi-
ence now discerning firms that will be
a good fit,” said Hempstead. “A good
piece of European transport is accom-
plished by niche firms, as much of the
available business is within very defined
geographic areas. Cherry picking is as

valid a strategy as is buying an entire
network like TNT. Both strategies can
result in revenue and profit accretion if
done well.”

Hempstead also pointed out that the
type of European moves that FedEx
is making in buying smaller compa-
nies may have a much faster track to
approval than the UPS/TNT deal—and
may not come with the union complica-
tions that the UPS acquisition will face.

“There will be many more marriages as
time progresses,” Hempstead explained.
“We're just seeing the chess pieces lining
up in tactical fashion before the economy
begins to crank up again and these deals
become more expensive.

—Jeff Berman, Group News Editor

TRADE

Port Tracker report expects April imports

to be up 3.2 percent

NEW YORK—As the economy con-
tinues to show moderate signs of
growth, the monthly Port Tracker
report by the National Retail Federa-
tion (NRF) and Hackett Associates
expects import cargo volumes at U.S.
ports to post a 3.2 percent annual
gain in April.

Port Tracker indicated that the first
half of 2012 is expected to total 7.3
million twenty-foot equivalent units
(TEU), which would represent a 2.2
percent annual gain. The 2011 total
was 14.8 million TEU, which was up
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0.4 percent over 14.75 million TEU
in 2010. Volume in 2010 was up 16
percent compared to a dismal 2009.
The 12.7 million TEU shipped in
2009 was the lowest annual tally
since 2003.

The ports surveyed in the report
include: Los Angeles/Long Beach,
Oakland, Tacoma, Seattle, Hous-
ton, New York/New Jersey, Hampton
Roads, Charleston, and Savannah.

“Retailers are continuing to watch
rising gas prices, but job gains and
other indicators show the economy is

strengthening,” said NRF Vice Presi-
dent for Supply Chain and Customs
Policy Jonathan Gold.

In February, the most recent month
for which data is available and typi-
cally the slowest month of the year,
U.S. ports surveyed handled 1.04 mil-
lion TEU, down 16 percent from Jan-
uary’s 1.22 million TEU and down 5.7
percent compared to February 2011.

Port Tracker is calling for March
to hit 1.19 million TEU for a 9.6 per-
cent annual gain, with April expected
to hit 1.25 million TEU for a 3.2 per-
cent annual hike. May is expected to
be flat at 1.29 million TEU, match-
ing expectations for January at 1.29
million TEU, which would be up 3.6
percent. July and August at 1.35 mil-
lion TEU and 1.42 million TEU are
expected to be up 1.9 percent and 7.4
percent, respectively.

In the report, Ben Hackett, presi-
dent of Hackett Associates, said that
the report’s forecast for the rest of
2012 is back to “traditional Peak Sea-
son patterns.”

Hackett explained in an interview
that even with relatively low growth
levels and some economic uncer-
tainty, “the overall economic funda-
mentals in the U.S. are strong, with
steady retail sales growth, strong sup-
ply chain management, and a rebound
in consumer confidence coupled with
industrial production continuing to
grow at a rate that has exceeded econ-
omists’ expectations.”

—Jeff Berman, Group News Editor

FUEL

ATA pushes tax swap,
asks for 6.3-cent hike
in federal diesel tax

WASHINGTON, D.C.—In an unusual
move that is likely dead on arrival in
an election year, the trucking industry
is asking Congress to raise the federal
fuel tax on diesel in exchange for drop-
ping a 12 percent federal excise tax on
large trucks.

In a plan that could cost shippers
higher freight rates and fuel surcharges,
the American Trucking Associations
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(ATA) is pushing for the unusual swap
in an attempt to provide a more stable
source of revenue for improved infra-
structure spending.

At a time when a long-term highway
bill is stalled in Congress and unlikely
to pass until after the November elec-
tions, the ATA is backing a bipartisan
bill in Congress that would provide
what the trucking lobby calls a “mod-
est” increase in diesel fuel taxes.

The bill—H.R. 4321—has been intro-
duced by Reps. Jim Gerlach, R-Pa., and
Earl Blumenauer, D-Ore., and endorsed
by the ATA. Tf adopted, new trucks will
be more affordable in the U.S., but die-
sel fuel taxes would increase.

The federal tax on fuel—23.4 cents
for diesel, 18.4 cents for gasoline—
has been unchanged since 1993.
Because of inflation, the federal fuel
tax does not provide enough funding
into the Highway Trust Fund, which
repeatedly has had to have an injec-
tion of funds from the general treasury
the past few years in order to remain
solvent.

The bill is considered a long shot to
pass in an election year, and Congress
has been unwilling or unable to find a
stable source of funding for a long-term
highway bill. Instead, it recently passed
the ninth short-term extension, con-
tinuing funding at the old level for the
next six months.

ATA President and CEO Bill Graves
calls the fuel tax for excise tax swap a
good deal and a tradeoff the trucking
industry seems willing to make.

Graves said the proposal “would not
only reinforce the ailing Highway Trust
Fund, but would provide a boost to U.S.
manufacturing and speed adoption of
environmentally friendly technologies.”

Defying conventional wisdom that
says no tax increase ever passes in an
election year, Graves said the Gerlach-
Blumenauer proposal is what the coun-
try and the trucking industry needs at
this time.

“It is exactly the kind of pro-growth,
deficit-trimming legislation that law-
makers should be looking at as they
seek to address our nation’s economic
woes,” Graves said in a statement.

The bill would see the federal die-
sel tax go up 6.3 cents per gallon. But
because fuel sales are more consistent
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than the notoriously cyclical new Class
8 truck market, the new tax increase
would provide a more stable long-term
source of funding than the excise tax.

Graves added that the elimination
of the excise tax—about $15,000 on
the cost of new truck that costs about
$125,000—would spur sales of new
trucks, providing a boost for manufac-
turing and accelerate the adoption of
new technologies aimed at improving
safety and fuel efficiency.

“Legislation like this is a win-win
for the government and for the busi-
ness community and should be swiftly
enacted,” Graves said.

In a related tax development in
Washington, lawmakers are mulling

NEWS & ANALYSIS

extension of a popular bonus depre-
ciation for capital spending. That 100
percent bonus depreciation was begun
in 2010 as part of President Barack
Obama’s economic stimulus package.
It has worked well according to the fig-
ures, spurring near-record Class 8 truck
sales the past two years.

But it expired at the end of 2011.
Sen. Christopher Coons, D-Del., has
introduced a bill that would extend the
tax break for fleets until the end of this
year. That would mean that fleets could
deduct 100 percent of the purchase
price of heavy trucks in the first year,
rather than spread the deduction over
several years.

—John D. Schulz, Contributing Editor

PROFITS

ATLANTA—First quarter revenue for
transportation and parcel giant UPS
increased 4.4 percent to $13.1 billion,
the company announced in late April.
Quarterly adjusted operating profit
rose 6.6 percent to $1.57 billion, and

UPS reports first quarter revenue is
up 4.4 percent at $13.1 billion

in the U.S. and Europe.”

Davis noted that in January, UPS
said that expectations for the U.S.
economy were improving, espe-
cially when compared to the rest
of the world. And during the first

earnings per share
of $1.00 was up
ten percent annu-
ally, falling just
short of Wall Street
estimates of $1.01
per share. Quar-
terly net income at

quarter, he said that
most of the posi-
tive economic news
has come out of the
U.S., with signs of an
economic rebound—
being evident.

But other econo-
mies continue to face

$970 million was
up 6.6 percent.
The company’s U.S. domestic and
supply chain and freight segments
paced quarterly growth for the com-
pany, with 13 percent and 19 percent
gains in operating profit, respectively.
“The year is off to a good start,” said
UPS Chairman and CEO Scott Davis
on an earnings conference call. “We
announced our intention to acquire
TNT Express, an investment that will
contribute to our growth for many years
to come, and our first quarter results
built upon momentum from last year.
We continue to see strong demand for
UPS products and services, especially

challenges in the form of Europe’s
struggles with austerity measures and
slowing growth out of Asia as well.
But even with those challenges Davis
said UPS continues to see its export
volumes in Europe and intra-Asia
perform well, as it continues to grow
in these areas through acquisition,
including TNT Express and February's
acquisition of Brussels-based Kiala, a
technology provider with a platform
that allows e-commerce retailers to
offer consumers the option of having
goods delivered to a convenient retail
location.

—Jeff Berman, Group News Editor
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Moore on

Increasing the intermodal mix

IN 2012, THE PRUDENT SHIPPER HAS TO be looking
for options to traditional long-haul trucking in an
attempt to control costs and ensure that capacity
is available to sustain operations.

Fuel prices continue to trend up, while large
numbers of professional truck drivers are retiring
or leaving the business according to the research
firm Global Insight. In fact, their projection in
2005 of an ongoing shortage of over 50,000 drivers
per year was only temporarily delayed by the reces-
sion and the extension of some careers by older
drivers. The pain of a trucking equipment shortage
has been avoided due to the growth in intermodal
rail capacity, government tax incentives to buy new
trucks, and a sluggish economy.

The first and most obvious option
for shippers to control costs and ensure

part of the mix in dedicated carriage if the ship-
per and carrier work to bring other parties into
the network—perhaps suppliers and customers
at ideal locations. Any contract for dedicated
carriage needs to be set up from a distribution
model jointly developed between carrier/equip-
ment provider and the shipper. A key question to
start with is whether the equipment is running
full in all directions.

A third option that is ready to take center stage
is the other mode in intermodal: water. I'm refer-
ring to the avoidance of land bridge (transconti-
nental) land movements by using water. While
we've used the Panama Canal for decades, the

The first and most obvious option for shippers

capacity is to find those lanes of freight -t gontrol costs and ensure capacity is to find

movement that lend themselves to inter-
modal conversion. In many cases, the
rates can be better while service is com-
petitive. Choosing between truckload and
intermodal services, however, is not as
easy as either clicking highway or rail. There are a
growing number of options to consider.

Intermodal usage is less dependent upon prox-
imity to rail yards; in fact, many truck carriers have
integrated rail into their key lanes reducing the
role on short-haul draymen. And with more car-
riers and 3PLs able to offer intermodal, there’s
more of a chance for competitive negotiations—so
explore the services of rail and highway carriers.

A second option for those with enough steady
volume in established lanes is to contract for dedi-
cated carriage. Work a partnership with an asset-
based provider that can enable the shipper to have
transparency into key cost areas for the carrier
and influence cost levers such as fuel, insurance,
backhauls, and driver hours. Intermodal may be a

Peter Moore is a Program Faculty Member at the University of

Tennessee Center for Executive Education, Adjunct Professor at
The University of South Carolina Beaufort, and Partner in Supply
Chain Visions, a consultancy. Peter can be reached at pete@

scvisions.com.

LOGISTICS MANAGEMENT

those lanes of freight movement that lend
themselves to intermodal conversion.

capacity of vessels is about to jump significantly,
thus freeing up long-haul rail and truck capacity.
Shippers should be doing the planning now and
seeking out those service providers who will be
taking advantage of this new capacity.

However, with options we need tools. Today
there are web-based modeling tools to do what-ifs
on transportation. Shippers who have intermodal
options or the density to support dedicated car-
riage are going to be able to expand their vision
and that of their partners. There are asset-based
and non-asset based providers who can bring these
tools to the table.

Shippers need to step up their game in the
face of higher highway cost drivers. Look at the
network today and after the new Panama Canal
opens. Look at the extended network of suppli-
ers and customers that you work with; and most
importantly, begin to formally model your options
together with your partners. []
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The TMSA 2012 Conference is the Way to Grow

The TMSA Annual Conference and Expo is a unique forum for profes-
sional development, knowledge exchange and camaraderie with
peers. Join transportation marketing, sales, communications and

logistics colleagues for two and a half days of fast-paced interaction.

- Share best practices and path-forward strategies

- Leverage peer networking to strengthen industry contacts

- Learn to work smarter to deliver extraordinary service to clients
- Celebrate at the Compass Awards Gala

- Discover new product and service solutions at the Expo

READY, SET, GROW!

Interface with the Marketplace

The Conference focuses on personal and professional growth by
exploring the trends, resources and current industry dynamics
to help you successfully align your marketing and sales efforts.
Conference speakers and tracks touch on professional values,
customer insights, improving sales close rates, compensation
planning, a trade editors panel and much more.

As the economy improves, it is imperative we command the strategic
skills and know-how to meet the emerging opportunities of our in-
dustry head-on. The TMSA Conference is your destination for growth.
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Pearson on

This month we reflect on the views of the business-
people, government policy makers, and academics
that participated in the World Economic Forum
(WEF) study of supply chain risk. For Part 1, go to

www.logisticsmemt.com/Excellencel .

IN THE APRIL EDITION of Logistics Management, |
profiled a variety of research efforts targeting sup-
ply chain risk. If there is a common theme that
straddles those various findings, it is this: The
scope, intensity, and economic consequences of
supply chain risk are greater today than in any
other period in recent history—and new solu-
tions for mitigating and managing risk are clearly
needed.

This month, I'm taking a look at the nature
and focus of a select few solutions.
Whereas last month’s column profiled
research by numerous entities, this
month’s column specifically reflects the
views of the businesspeople, government
policy makers, and academics that par-
ticipated in the recently conducted World
Economic Forum (WEF) study of supply
chain risk.

First and foremost, no recommendation
put forth by members of the WEF initiative
should be deemed more important than a call
for increased collaboration. Three interlocking
views explain why:

1. Risks outside the control of individual
organizations—{rom terrorism and weather to
currency shifts and political upheavals—have
been escalating furiously; so much so that few,
if any, of those concerns can be fully addressed
by one entity. As a result, risk must be managed
across companies’ global supply chains, in lock-
step with manufacturers, suppliers, customers,
and third parties.

2. Risk assessment, planning, and response
can no longer be the sole province of opera-
tional risk managers. Effective risk management
must now encompass multiple levels within an

Mark Pearson is the managing director of the Accenture’s Sup-
ply Chain Management practice. He has worked in supply chain
for more than 20 years and has extensive international experience,
particularly in Europe, Asia, and Russia. Based in Munich, Mark
can be reached at mark.h.pearson@accenture.com
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Insights on supply chain risk
Part Il: Findings of the World Economic Forum study

organization: from C-suites and boards to logis-
tics, finance, and human resources.

3. Governments must be encouraged to help
companies understand and manage risk. The
political, economic, and security implications
of regulating in a complex environment demand
greater public/private cooperation.

The above insights are not simple calls to
join hands. The point is that supply chain risk
has become too big an issue to handle insularly.
In most cases, risk has gone global; and broad-
based, inter-organizational responses are key.

The WEF task force also identified five high-
level risk-management priorities. These are not
mutually exclusive but rather should be thought
of as an integral suite of capabilities:

First and foremost, no recommendation put
forth by members of the WEF initiative
should be deemed more important than a
call for increased collaboration.

1. Risk-quantification metrics.

Insufficient or improperly focused metrics leave
many companies struggling to quantify the risk
exposure of their own organizations, or to com-
pare risk mitigation service providers.

Thus, a top priority is developing a broadly
accepted set of supply chain risk-quantification
metrics that can be used to obtain accurate,
consistent insights, prioritize risk management
activities more effectively, and align incentives,
exposure, and risk appetite.

2. Scenario planning.
Conducting scenario planning on a regular basis
ensures that external risks and network vulnera-
bilities are always top of mind and that associated
mitigation controls are effectively updated.
Scaling scenario planning to the multi-
stakeholder level is also vital because it
enhances a company’s understanding of external
environments—while contributing to better
anticipation of actions by network partners and
improved joint preparation
of continuity plans.
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For a deeper look inside the findings of the World
Economic Forum (WEF) study of supply chain risk,
turn to this month’s Global Logistics feature “New
perspectives on global risk” on page 42.

3. Data and
information sharing.
Access to accurate, reliable
information can help create
a clearer global picture of
supply-chain-wide vulnera-
bilities and support the har-
monizing of backup plans in
the event of a disruption.
Identifying recurring risks at
the industry level can also help
businesses and governments
focus efforts on increasing net-
work resilience. Two specific
actions topped the WEF list:
establish reliable dashboards

Bringing together public
and private sector entities
will allow greater sharing of
data and information, thus
enabling organizations to bet-
ter understand and quantify
supply chain risks.

This in turn will point
public and private sector
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Improvement priorities

Risk quantification
metrics

Scenario planning

‘ Data and

information
sharing

Business continuity planning

Centralized risk
management program

Trusted networks across
business and government

Financially accruing programs

for the cost of risk

investment more tightly
toward areas of vulnerability
and facilitate the development of proactive and effec-
tive legislation.

5. New legislation and regulation.
Simplified and internationally harmonized risk legisla-
tion emerged as a key WEF priority. One reason was
that poorly targeted regulation could exacerbate supply
chain problems.

Consider that when Iceland’s Eyjafjallajokull volcano
erupted in 2010, the sluggish response of European

transport ministries and civil aviation authorities resulted
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in uncertainty and delays restarting air traffic. This was
primarily the result of failing to recognize in advance the
potential threat of volcanic ash clouds from Iceland, the
inflexible nature of existing aviation protocols, and the
absence of any pre-existing agreement on safe ash levels.

While the above steps are high-level, they still rep-
resent a valuable framework that companies can use
to approach risk management.

And given risk’s growing presence and sweeping
implications, many organizations should conclude
that new approaches are vital. []
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Don’t blame the speculators
Part I: Never trust a politician to explain oil prices

Author’s Note: By understanding the markets and how oil
prices are set, shippers and carriers will more aggressively
look forways to increase the fuel efficiency of logistics opera-
tions. Along these lines, the second part of this series, next
month, will dive deeper into how futures markets work and
why they are nothing to be feared or loathed.

I BELIEVE IN MARKETS. | believe that when supply falls
short of demand, prices increase; and in doing so send
signals to consumers to conserve and producers to
invest. | bet you agree.

Yet, when it comes to the price of oil and fuel, a
significant portion of the population believes that
Wall Street speculators are responsible for driving
prices above the level supported by the fundamentals
of supply and demand. While this explanation may be
politically expedient, it reveals more about the
politicians who have been promoting it than
the oil market itself.

Shortly before penning this article, 70
members of Congress signed aletter addressed
to the Commodity Futures Trading Commis-
sion (CFTC) urging the agency to lower posi-
tion limits and increase margin requirements.
Position limits cap the number of open trades
that a single firm or individual can take, and
margin requirements are the amount of collateral that
must be posted to protect against credit risk.

Position limits can conceivably have some effect on
the market-moving power of an individual institution,
but to date nobody has demonstrated that this power
currently exists. Lifting margin requirements, on the
other hand, is like using a screwdriver to hammer in
a nail. Margin requirements are tools for managing
credit risk. They are not designed to dampen prices or
minimize volatility. More importantly, increasing mar-
gin requirements will disproportionately impact traders
with less capital, thus concentrating power in the hands
of the larger players.

The letter further urged the CFTC to “utilize all
authorities available to...make sure that the price of
oil and gasoline reflects the fundamentals of supply
and demand.” To borrow the language of the Dodd-
Frank Act to which the letter refers, the CFTC is being
pressed to curb “excessive speculation.” But precisely

Derik Andreoli, Ph.D.c. is the Senior Analyst at Mercator
International, LLC. He welcomes any comments or questions,
and can be contacted at dandreoli@mercatorintl.com.
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when does speculation become excessive?

If excessive speculation is defined as speculative
activity that pushes the price above the level supported
by the fundamentals, the letter will fall on deaf ears.

The CFTC’s own investigation of the impact of
speculation on the oil market determined that there
was no evidence that the 2008 price spike resulted from
the actions of speculators. Rather, the report concluded
that the price spike was the result of surging global
demand and stagnant production—a viewpoint that
happens to be supported by the data.

If the CFTC is guilty of having deaf ears, they are
hardly alone. At the request of Congress, the Congres-
sional Research Service (CRS) studied the effects of
speculation on oil prices. The CRS concluded that
although rising prices are correlated with an increase

Speculators and hedgers collectively set
the price through the positions they take on
futures markets, but they are only reacting
to the fundamentals.

in speculative positions, the line of causality could just
as easily run in the opposite direction than is commonly
assumed. It is not unreasonable to suspect that tight
markets and rising prices lured investors to purchase
oil futures.

The CRS clearly states that: “The data do not sup-
port an argument that recent oil price spikes are the
result of large, sudden inflows of speculative funds.”
Regarding margin requirements, the CRS further con-
cluded that there is “no empirical evidence that higher
margins dampen price volatility.”

If the actions of the 70 signatories in Congress
prove anything, it is that the CRS findings have fallen
on deaf ears.

Market fundamentals in 2012
So, are the market fundamentals different this time
around? Yes and No.

When demand grows faster than supply, surplus oil
production capacity diminishes. During the prolonged
price run that culminated in the 2008 price spike, sur-
plus oil production capacity diminished from 9 percent
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of total liquid fuel consumption to just over
1 percent.

The global recession that ensued
pulled down demand, and surplus capacity
climbed to over 5 percent. Since the first
quarter of 2010, surplus capacity has been
declining and prices have been rising. This
time around, however, tightening markets
have been accompanied by rising geopoliti-
cal tensions that threaten to wreak further
havoc on oil markets.

Geopolitical risks are to some extent
priced into the futures market, and as high
as prices are today, they would be much
higher if Europe was not at risk of diving into
a debt-induced recession.

Rising prices suppress demand and
inspire upstream investment in exploration
and production. As such, they are precisely
what the world needs given the trend in
declining surplus capacity.

So, are speculators responsible for the
rising price of crude? The short answer
is a qualified, yes. Speculators and hedg-
ers collectively set the price through the
positions they take on futures markets, but
they are only reacting to the fundamentals.
Of course, these same energy traders are
also responsible for the historically low
natural gas prices that we currently enjoy,
and in both the oil and natural gas futures
markets, trades are based on a reasoned
analysis of market fundamentals adjusted
to a risk premium.

Given that this is an election year, it's easy
to understand the temptation to scapegoat,
and Wall Street speculators make an easy
target. But speculators are not to blame.
They simply translate the fundamentals into
a price, and they do so collectively through
their trades.

The position limits and margin require-
ments outlined in Dodd-Frank won't solve
the problem of high prices and high volatili-
ty, though they will likely transfer some trad-
ing from the more regulated NYMEX to the
less regulated Intercontinental Exchange,
which is where Brent oil futures are traded.

And this brings up another relevant point.
If NYMEX speculators are driving the price
up, why has the price for WTT fallen against
Brent? The answer is simple. Speculators
are reading the fundamentals, and the fun-
damentals of WTT are different than Brent.

May 2012 | WWW.LOGISTICSMGMT.COM

Political grandstanding and “slo- intelligent energy policy that much
ganizing populism” is not only inef-  more difficult to design and enact.
fective; it is counterproductive. More importantly, chasing
Chasing scapegoats confuses the scapegoats does nothing to help
average Joe, which will only make your bottom line. [J
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Savvy shippers have found ways to put the nation’s rails back to work—and the
railroads have flourished. But while current market conditions remain favorable
for shippers, questions over how the nation’s rail and intermodal network will
respond when volume ratchets up past pre-recession levels remain.

BY JEFF BERMAN, GROUP NEWS EDITOR

nlike other modes of freight transportation,

which saw peaks and valleys brought on by the

Great Recession, railroad and intermodal ser-

vice providers came out mostly unscathed—

especially when compared to their trucking,
ocean, and air brethren.

And it certainly appears to be a good time to be a rail or
intermodal shipper. For one thing, fuel prices are still head-
ing up, which in turn makes transporting freight on the rails a
smart economic proposition. At the same time, rail and inter-
modal service levels remain strong because volumes for both
modes remain below pre-recession levels.

While rail and intermodal have a lot working in favor for
shippers, the modes are not without their issues. Some rail
shippers still feel that theyre powerless when it comes to
rates and maintain that higher prices are not always com-
mensurate with better service. In the meantime, the issue of
re-regulation is one that's never far from the mind of anyone
shipping or working in the market.

Over the next few pages, our panelists, leading rail and
intermodal experts, will put the current rail and inter-
modal market conditions into perspective and offer their
stance on volumes, service, pricing, and the regulatory
environment. Our panelists include: Brooks Bentz, part-
ner in Accenture’s Supply Chain Practice; Tony Hatch,
principal of ABH Consulting; and Larry Gross, senior con-
sultant at FTR Associates.

Logistics Management (LM): What is your take on the
current state of the railroad and intermodal markets?
Brooks Bentz: Railroading continues to flourish as the
recession torques back into recovery, and this will likely con-
tinue for quite some time. Domestic intermodal is doing well,
and international is sluggish, although an increase in the range
of 4.0 percent to 4.5 percent is predicted. Carload is doing

WWW.LOGISTICSMGMT.COM

OK, basically tracking close to GDP, with the major exception
of coal, which is seeing year-over-year declines. Industry lead-
ers fairly uniformly see it as a one-way slide, with recovery of
any magnitude not likely to happen any time soon.

This, though, has not materially dampened the overall rail
recovery. Of course, the acid test will be how the respective
networks respond when volume ratchets up past pre-reces-
sion levels. Virtually all the big guys have continued investing
in infrastructure, so it will be interesting to see.

Tony Hatch: From where 1 sit, the railroad market is
mixed, and this reflects not so much on the economy as
much as the strange story in the bulks, with coal down due
to weather-related factors, as Brooks mentions, along with
cheap natural gas and grain down due to various near-term
factors. Everything else—including intermodal—is doing
fine in 2012.

Larry Gross: Overall, the rail carload and intermodal
sectors are making good progress. Although GDP growth is
modest, volume growth is being supported by the high freight
content of the recovery. Service levels are looking excellent,
as the rail network appears to be operating very smoothly.

LM: While carload volumes are still below pre-reces-
sion levels we do see them beginning to rise. Do you feel
things going in the right direction on the carload side?
Hatch: Yes. Even housing-related stuff is beginning to
show signs of life. A big factor, of course, is the double-edged
sword that is shale. There are also growth components that
come along with it in the form of sand, infrastructure materi-
als, and in some cases (particularly the Bakken) oil-by-unit
trains or rolling pipelines—and it has completely changed the
game for the domestic chemical industry, perhaps even steel.
Beyond shale, the automotive recovery has been impressive.
Gross: Tony is spot on. The modest level of overall car-
load growth is masking some excellent progress across many
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commodities. Total volume has been
held down by lackluster performance
in the important commodities of coal
and grain. Carload activity is show-
ing broad-based strength indicating an
improving economic outlook.

Coal is suffering from a combination
of immediate and long-term issues. In

increase in the price of natural gas will
make coal competitive again. With a
slow-down in exploration and drilling of
natural gas, sand and clay carload vol-
umes have also fallen off. When hous-
ing starts and industrial construction
begins to bounce back steadily, the tra-
ditional carload business—dimensional

“Intermodal will be a secular growth
story for years to come. Why? It’s
really a combination of the usual
suspects: poor highway infrastructure,
driver issues, fuel, and carbon.”

the near-term, coal carloads are being
hurt by the warm winter weather and
weaker export coal demand as compet-
ing international sources come back on
stream. Long term, utility coal will be
constrained by growth in natural gas
generating capacity fueled by low-priced
natural gas. Grain shipments have also
been affected by weaker export demand.
On the plus side, strong growth is being
recorded in motor vehicles and metal
products, while oil-shale related devel-
opment is fueling strong growth in ship-
ments of petroleum, and hydraulic frac-
turing sand.

Bentz: In general, | think carload is
headed in the right direction. Again, it
seems to be tracking roughly at pace with
GDP growth. However, there are some
things looming on the horizon that may
blunt the recovery a bit. For instance,
with the price of oil advancing each year
and the giant reservoir of natural gas, a
shift is occurring and that
will eventually impact oil
movements by rail as well
as coal, probably for the
long-term.

Coal is already losing
ground and many think
it will continue to do so,
although a relatively small

—Tony Hatch, ABH Consulting

lumber, plywood, asphalt shingles,
sand, and gravel—will do better.

LM: Intermodal volumes, particu-
larly domestic containers, continue
to outperform carload volumes and
have been for a while. That said,
how much staying power does inter-
modal have?

Gross: Although intermodal has
always offered shippers the opportunity
to reduce cost versus over-the-road, it
formerly came with an associated price
tag of unreliable service that made the
cost/service package unpalatable to
many shippers. What has changed in
recent years is that although intermodal
service is still slower than truck, the all-
important reliability of the service has
achieved an acceptable level.

Intermodal is less sensitive to
many of the factors that are working
to increase trucking costs, including
lower reliance on the driver pool and
greater fuel efficiency. As truck capac-
ity continues to tighten over the next
few years, intermodal will provide an
important alternative. Meanwhile, sub-
stantial investments are being made in
new terminals, particularly in the east-
ern region. These will serve to open
up new territories and shorter lanes

to intermodal service. Therefore, we
expect intermodal growth to continue,
provided that adequate service levels
are maintained.

Hatch: Intermodal will be a secular
growth story for years to come. Why?
It's really a combination of the usual
suspects: poor highway infrastructure,
driver issues, fuel, and carbon.

Bentz: Larry and Tony are both cor-
rect. | don't think that there are any
short-term  obstacles to intermodal
growth. Railroads and ports are continu-
ally investing in improving and expand-
ing infrastructure, so it will take a major
trade spike to overwhelm the network.

And that does not seem to be in
the immediate offing. George Patton
said, ‘Don't fire rifles at enemy tanks.’
For one, it has no effect. For another,
it tells the enemy you don't have an
anti-tank weapon. Intermodal is not in
that situation. The weaponry to handle
fairly significant increases in volume
seems to be mainly in place and being
augmented.

LM: Where do railroad and intermo-
dal service levels currently stand in
light of current market conditions,
and what can shippers expect in
terms of service over the next year?

Bentz: The overall network fluidity
is better now than at almost any time
in memory. In part that was due to the
lower volumes of the recession, in part
due to continuing investment by the big
guys in capacity expansion and augmen-
tation, and it part due to operating more
effectively as a result of the “diet” every-
one went on through the recession.

Gross: There was actually a signifi-
cant improvement in rail service metrics
as 2011 came to a close. While mild
winter weather surely helped, it cannot
account for all of the improvement. Train
speeds have reached levels not seen
since 2003. This is impressive, given that
in 2011 volumes were quite a bit higher
than they were back in 2003. Yard dwell
time also improved in late 2011.

Cars online are down versus prior
year even though volume is up. Car
productivity in terms of loads per week
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per car appears to have been on a gen-
eral upswing throughout most of 2011.
Given the significant level of invest-
ment that the rails have made in their
networks and that carload volume is
still below pre-recession levels, we
expect good performance to continue.
Our only caveat would be that, histori-
cally, the industry does not handle big
spikes in volume very well, and in the
event the economy were to recover
more quickly than we expect, we could
see shortages in crews or power that
would impair performance.

Hatch: Railroad and intermodal ser-
vice levels are at all-time highs, particu-
larly with Canadian Pacific out of its
funk. But these service levels must con-
tinuously improve for domestic inter-
modal to grow in the short-haul lanes.

LM: In what ways are market con-
ditions affecting capacity and rates
for rail and intermodal?

Bentz: Probably the largest single
driver of pricing and capacity is the
cost of fuel. An increase in the price
of diesel fuel of 15 percent has a much
different net effect in cost per mile of
a 53-foot box being towed by a tractor
getting 8 miles per gallon than 200 of
them on a stack train moving each box
something like 500 miles on a gallon of
the same stuff.

There’s an inherent leverage there
that favors rail and the leverage will
continue to increase as fuel prices con-
tinue to rise. You can make something
of a similar case for carload, although
the market dynamics are considerably
different.

Gross: In the meantime, the mar-
ket for international containerized
cargo movement is in turmoil, but
this is due to conditions on the water
and not on the rail. The
ocean carriers are intro-
ducing massive amounts
of capacity in the form
of new mega-sized ships.
These capacity additions
are far greater than would
be required given even
the most optimistic near-

“Given the significant level of investment

that the rails have made in their networks

and that carload volume is still below
pre-recession levels, we expect good
performance to continue.”

term growth forecasts.

This excess capacity is putting sub-
stantial downward pressure on ocean
rates. And with that, there should be
plenty of capacity for intermodal move-
ment of international cargo on the rail.
The 2011 peak was still about 15 per-
cent below the all-time peak in inter-
modal revenue moves that occurred in
2006. Since then, there has been sub-
stantial investment in network capac-
ity by the rails in the form of double-
tracking and new terminals. On the
domestic side there may be a concern
with regard to the adequacy of the
supply of 53-foot domestic containers.

Large acquisitions of equipment in
2011 left intermodal providers with
excess boxes. Consequently, most are
planning only modest additions in
2012, if any. Strong growth in domestic
container movements could therefore
put a squeeze on supply, with conse-
quent upward rate pressure.

LM: Is pricing where it needs to
be, given that rails are on the hook
for the lion’s share of their CAPEX,
which is at record levels three years
running?

Hatch: Pricing must continuously
beat rail inflation, for I suspect that the
CAPEX story is not going away either.
The rails will need to provide more and
more capacity for this to work, and that
comes at a greater cost that requires an
investable ROL.

Gross: The railroads have demon-
strated that they are highly disciplined
rate makers. Rates have been moving
steadily higher, and | see no reason to

—Larry Gross, FTR Associates

expect that the trend will abate.

The operating ratios of most rails
have been moving steadily down-
ward, signaling improved profitability,
due to a combination of increased
efficiency and higher rates. 1 believe
that there’s still significant room
for improved efficiency even given
the progress that has been made to
date, so rail financial results will not
depend solely on rate increases for
improvement.

Bentz: | think prices are prob-
ably OK. The big challenge is that
in the post-deregulation era, prices,
in general, dropped considerably
and consistently for more than 20
years. That’s been true for the other
modes, too. As a supply chain guy,
it was easy to look really smart for a
very long time. Prices, largely driven
by fuel, have been rising for a while
at the TCO level and that’s not going
to change. It’s just a harder and less
pleasant story to tell the boss than
when prices were falling.

[ believe we will see sustained price
increases, with some temporary excep-
tions, in all the modes for quite some
time. The recession blunted some of
this, but, even in the recession, prices
managed to rise a bit. So, the railroads
will continue to do well, in part because
of the ability to raise prices judiciously
and because they did such a good job of
managing cost control during the reces-
sion that they are leaner and more effi-
cient than at the outset.

LM: Maybe it's because it is an elec-
tion year, but things have been very
quiet in terms of railroad re-regula-
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tion and antitrust. Will the drum
resume beating on those fronts at
some point?

Hatch: I see it on the wane, but
it’s like a pendulum. Shippers see the
need for capacity, however, and that
keeps those interested in some form
of re-regulation from actively joining
those who have historically been all
about that as their only issue. As long
as service and capacity are taken care
of, re-regulation talk will remain an
irritant and not a terror.

Bentz: | think this will always be on
the horizon when you have limited com-
petition and rising prices.
Re-regulation is essen-
tially  re-distribution  of
wealth: Tm going to take
this money out of your
pocket and put it in mine.’
The entire rail industry is
smaller and less profitable

than some of those entities agitating to
re-regulate it, so on balance I think it will
remain problematic. There are instances
where it may make sense, and certainly
abuse can't be condoned. Fairness needs
to rule and in some cases it takes an
objective third party to pass judgment on
exactly what is fair.

Gross: | agree with Tony and
Brooks. At the moment we don’t expect
major changes in rail regulation. This
could change depending on how the
elections in November turn out. If the
Democrats were to make gains then
the potential for increased regulation
would increase.

LM: How will the rail and intermodal
markets look five years from now?
Gross: | don't expect drastic
changes. With regard to rail carload,
the marketplace has already done a very
good job of allocating traffic between

rail and highway. We don’t expect major
shifts in share between rail carload and
highway barring dramatic changes in
the environment or regulation.

Bentz: I see more significant growth
as fuel continues rising and highway
congestion continues worsening in key
markets. The caveat is that the rail-
roads continue expanding infrastruc-
ture capacity. Network congestion has
been absent over the past couple of
years, mostly due to the fall-off in vol-
ume with the onset of the recession.
Long-term growth forecasts still predict
network congestion as capital require-
ments fall short of capital needs.

Hatch: My forecast is simple: Both
markets will be better, bigger, and stron-
ger and will be a larger part of the conti-
nental—and global—supply chain.

—Jeff Berman is Group News Editor,
Supply Chain Group
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LMEXCLUSIVE

Five leading technology analysts explore
the roles ERP, business analytics (Bl),
RFID, TMS, and social media are playing
to help logistics professionals capture
and utilize data to improve supply chain
visibility—and their careers.

s supply chain organizations evolve technologi-

cally and do a better job of collaborating with

both their internal and external partners, the

next challenge is integrating and interpreting the

new waves of data that are now washing up on
logistics and transportation managers’ computer screens as a
result.

With this in mind, we've gathered four leading supply
chain software and technology analysts to examine the lat-
est trends, tools, strategies, and best practices available for
better capturing and utilizing the new onslaught of data on
the way to realizing an improved level of visibility across
your logistics operations.

Ben Pivar, senior vice president and supply chain tech-
nologies lead for Capgemini Consulting, will bring us up
to speed on the role enterprise resource planning (ERP)
vendors are playing in integrating disparate processes; Jerry
O'Dwyer, U.S. sourcing and procurement leader for Deloitte
Consulting, will help shippers better understand the con-
cept of business analytics (BI); Michael Liard, director of
RFID for VDC Research Group, brings us to speed on a
new RFID-inspired wave of data; Steve Banker, director,
supply chain management at ARC Advisory Group, gives
us his take on transportation management systems (TMS)
evolving position in visibility; and Adrian Gonzalez, direc-
tor of Logistics Viewpoints, puts social media in a logistics
management and career development context.
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ERP: Integrating processes and systems
Logistics Management: How would YOU define the
current state of the ERP market?
Ben Pivar: The strength of the ERP market depends on
how you define ERP. Looking at core transaction compo-
nents of ERP, we still see a steady amount of activity; how-
ever the nature of the work has changed. There’s still some
greenfield implementation, but not as many as in years past.
Much of the work is focused around upgrades, instance
consolidation, or global expansion off an existing template.
In addition to core transaction systems, we're seeing
very strong demand for optimization and business infor-
mation management applications. Many of the supply
chain related applications fall into this categorization, and
customers are investing significantly due to the strong
business benefits and short payback of these projects.

LM: What trends do you see pushing ERP’s growth
in supply chain over the next two years?

Pivar: One of the big trends that we're seeing in the mar-
ket focuses on the idea of integrating business processes
and systems that were previously operating in silos. As an
example, we see strong demand for taking a time-phase
consensus demand plan and doing a better job of shar-
ing this information with upstream and downstream con-
stituent groups like product development, logistics, and
customers.

This plan better allows these groups to see trends in
the marketplace and plan things like labor and other
logistics activities more optimally. In addition, we believe
that this integration will drive a new wave of collabora-
tion between trading partners. We call this the “shelf con-
nected supply chain,” and it allows consumer goods com-
panies to better plan and share information with retailers.

LM: How far are we from cloud ERP? Are we there
on some level at this point?

Pivar: We are seeing increasing demand for cloud-based
services and managed services in general. Some of the
applications that we work with are very batch process
intensive, yet these batches may only run nightly or over
a weekend. In supply chain, due to the data intensive
nature of the problems we're solving, these applications
require significant hardware investment from our clients.
Cloud can provide a strong and potentially lower cost
option in these situations. But while we still hear client
concerns about data security, we're also seeing new pri-
vate cloud options and enhanced cloud security that are
making adoption more likely.

LM: What are the benefits to plugging in your
ERP’s logistics and transportation offerings?
Pivar: There are strong benefits to using the ERP pack-
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age from an integration perspective, but there may also
be drawbacks in terms of rich functionality that currently
exists with best of breed. We reommend a comprehensive
review of the total cost of ownership of both options that
considers the increased benefits of best of breed versus the
potentially higher 1T costs associated with the develop-
ment and maintenance of interfaces to keep best of breed
solutions running. The biggest benefit is reduced technical
integration costs associated with the ERP solutions.

Business Analytics: Visibility enabler

Logistics Management: The concept of “business
analytics” (BI) is certainly making its way around
logistics management circles. For those new to the
concept, how would you define BI as it pertains to
logistics and transportation management?

Jerry O'Dwyer: We define “business analytics” as the
practice of using data to drive business strategy and per-
formance. This includes a range of capabilities—from
looking backward to evaluate what happened in the past,
to forward-looking approaches like scenario planning and
predictive modeling.

Transportation and logistics management is one of the
most data-driven components of the supply chain and
is also one of the largest cost components of the supply
chain for most companies. Transportation managers often
lack critical visibility into today’s operations due to unre-
liable and inaccurate data, an inability to perform root
cause analysis due to aggregated data, and too much time
spent performing reactive, ad-hoc analyses. The right
business analytics solution can help these organizations
more proactively manage their business, make fact-based
decisions, and successfully plan for the future.

LM: Can you give us a brief scenario of what a
savvy logistics team might be able to do once they
put analytics work?

O’Dwyer: We recently helped Welch'’s consolidate trans-
portation data from three different sources and achieve a
return on their investment within 30 days. With opera-
tions in 35 countries, Welch’s processes approximately
50,000 customer orders each year and delivers 35,000 to
40,000 shipments annually to its customers with a trans-
portation and distribution spend of more than $50 mil-
lion per year.

We implemented a managed analytics solution that
gave Welch's a mini data warehouse to effectively report
and produce key performance indicators within a dash-
board. Welch’s can now view data from three disparate
systems; and with easier access to business insights,
the company achieved that return on their investment
through higher utilization, more balanced shipments and
network optimization.
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LM: What are the tools/technolo-
gies that you need to harness data,
put it into context, and put it to
work to help you improve your
logistics operations?

O’Dwyer: There are actually three
foundational layers at play: First, data
management and smart integration
from TMS and WMS as well as freight
audit and pay, industry benchmark
data, or other external third sources;
second, a data model that is designed
for logistics users and is flexible enough
to handle the complexity of the trans-
portation network; but third, and most
importantly, pre-configured analytics
with metrics, KPI's dashboards, and rel-
evant dimensions that provide the deep
insight and root cause analysis capabil-
ity being demanded.

RFID: Buzz is back

Logistics Management: Eight years
ago you couldn’t pick up a business
publication without seeing some
news on the Walmart or DOD RFID
mandates. Only recently has it boiled
up into the news again. What'’s driv-
ing the latest RFID buzz?

Michael Liard: There’s been a new
level of activity for the RFID industry
since it was announced in August 2010
that Walmart would begin tagging apparel
items for men’s jeans and basics. Doz-
ens of U.S. and international retailers
and brands such as American Apparel,
JCPenney, Macys, Gerry Weber, and
Serge Blanco have been stepping up
their RFID tagging programs and efforts
over the last two years, and VDC expects
more will announce deployment plans

TMS: Global growth ahead

Logistics Management: How has the
TMS market weathered the economic
storm?

Steve Banker: We just completed our
TMS global study and found that the
TMS market came charging back in
2012 —year-over-year sales surged more
than 12 percent.

LM: Did the tough times help the TMS
adoption rate?

Banker: We did a supplier-based study
where we asked TMS suppliers for their
revenues; and while this type of study does
not give you adoption rates, my impression
from talking to them as well as shippers is
that adoption is still woefully low.

LM: What have been the drivers push-
ing the TMS market along over the
past three or four years?

Banker: The global economic slowdown,
of course, has impacted the market the
most. Companies that have bought dur-
ing this time period are primarily buying
TMS for the same reason companies
have always purchased TMS, to reduce
freight spend. The volatility of fuel prices
and the desire to be green have put extra
attention on this solution.

LM: What would you say are the fast-
est growing segments of the TMS
market?

Banker: We divide TMS into fleet man-
agement, a solution for companies with
transportation assets, and classic TMS
for shippers without and transportation
assets. Surprisingly, the growth in both
segments is very close. On a global
basis, the biggest surprise is the surge
in buying of TMS in Latin America.

LM: How as the onset of SaaS TMS
helped overall adoption? Has it made
it more approachable form a cost per-
spective?

Banker: We look at four revenues cat-
egories: software, implementation,
maintenance, and SaaS/Hosting. The
SaaS category is between 20 percent
and 25 percent of total revenues in the
industry. So has it helped adoption?
Absolutely.

A platform approach does provide
cost advantages, but there are other
advantages as well: ease of on-boarding
new carrier partners, less finger pointing
around freight audit and accessorials,
and the ability to use the network traf-
fic to do some lane benchmarking. But
traditional behind the firewall solutions,
in aggregate, are still functionally richer.

LM: What is your outlook for TMS mar-
ket growth over the next few years?
Banker: | see double-digit growth for the
next year or two.
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this year and next. The end result is bil-
lions of tags on apparel items expected in
supply chain and in store environments
across the world over the next few years,
including more than 1.5 billion by the
end of 2012 alone.

LM: What are the biggest benefits
to item-level tagging for retailers?
Liard: According to studies completed
over the last two or three years, such
as the item-level tag research projects
conducted by the Information Technol-
ogy Research Institute (ITRI)—part of
the Sam Walton Business School at
the University of Arkansas—retail busi-
ness results are able to be measurably
improved using RFID item-level tags to
achieve and maintain higher inventory
accuracy levels, which in turn provided
an uplift in sales; a reduction in out of
stocks, as well as improved inventory
management visibility; a reduction in
shrink; improvement in profit margin;
and a reduction in manual labor for
inventory counts.

LM: Are manufacturers getting to
this level of tagging?
Liard: An increasing number of manu-
facturers are moving toward item-level
tagging. In the retail apparel sector,
there are a several brands using RFID
that operate closed-loop supply chains
where they manufacture, distribute,
and sell apparel in their own branded
stores. These RFID end users are tag-
ging at the source and reading the tags
throughout the supply chain.
Open-loop retail apparel supply
chains, such as Walmart’s, are also
deploying RFID at the item-level, ask-
ing their trading partners (such as VF
Corp. and Hanes) to adopt RFID and
use tags closer to or at the source;
however, these deployments are more
complex as a number of players are
involved. In the IT asset arena, sev-
eral manufacturers are embedding or
attaching RFID to IT components and
hardware such as servers and blades
during manufacture.

LM: How have readers and tags
evolved over the past eight years?

Liard: Prices for both readers and tags
have come down steadily since 2004,
and performance has improved. Tag
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costs still depend on volume and pack-
aging/form factor, but improvements
made in the number of die per silicon
wafer for ICs, less expensive antenna
materials, and other developments have
helped drop the cost of passive UHF
EPC tags—especially for high-volume,
low-cost item-level tagging deployments
where an inlay is now a few cents. Pas-
sive UHF EPC reader costs, too, have
come down due to reader chipset inno-
vation that reduces the number of com-
ponents, size and overall costs.

LM: What’s holding supply chain
organizations back from adopting
RFID?

Liard: Supply chains are complex envi-
ronments, and each industry and specific
business processes is unique. According
to our end-user research, a few consid-
erations come to mind: cost concerns
linger, including a lack of understanding
around ROT and total cost of ownership;
lack of awareness and education around
specific  applications/use cases and
RFID value propositions; bar codes may
be providing “good enough” visibility,
therefore, an alternative AutolD system
is not required; and now that we can
effectively capture RFID data through
improved technology/hardware, there’s
now a question as to how we can effec-
tively leverage that RFID data.

Social Media: Liking productivity

Logistics Management: You've pre-
sented at a number of conferences
recently on how social media should
be defined in the business world.

Most of us are using it in our per-
sonal lives, but how do you see social
media evolving to help logistics pro-
fessionals do a better job?

Adrian Gonzalez: First, let's define “social
media.” Most supply chain and logistics
executives have a very limited definition of
the term—for them, social media equals
Facebook, Twitter, and LinkedIn. As a
result, executives have a hard time seeing
how social media can have an impact on
supply chain and logistics processes.

But social media also includes a
broad set of solutions that companies
are deploying internally to facilitate col-
laboration and communication between
employees and functional groups, as
well as externally with suppliers, cus-
tomers, and other partners in a private
manner. At the end of the day, social
media is another tool logistics profes-
sionals have in their toolbox to facilitate
communication and collaboration with
their peers and partners.

LM: How has your social media
vision for logistics and supply chain
professionals been accepted?
Gonzalez: Pretty well, but the next and
more difficult step is seeing the busi-
ness value. In a survey I conducted last
year, supply chain and logistics execu-
tives said “unclear business value” was
the biggest obstacle to achieving greater
adoption of social media in supply chain
processes. In essence, what many exec-
utives are saying is, “We know social
media will transform supply chain pro-
cesses, we just don't know how exactly,
and where to start and why.”
The problem is that many execu-
tives get caught up in the terminol-
ogy—blogs, wikis, tweets, discussion
forums, RSS, Enterprise 2.0—and
view social media as more work
to do, more information they
need to sift through in addi-
tion to emails and voice-
mails, instead of taking a
step back and thinking
through the work they
and their colleagues
need to get done, and
then determining how
these tools can help
them achieve their objec-
tives in a more productive
and effective manner.

LM: If you dare to dream, where
does social media take business
communication five years from
now?

Gonzalez: In five years, we won't be
talking about “social media in business,”
it will just be business. This is history
repeating itself. Back in the early 90s,
as the Internet and web were creeping
into the business world, we were having
the same types of conversations, and
everybody (thanks to analysts and pun-
dits) were putting “e” in front of every-
thing. The Internet is now ubiquitous,
and we don't even think about it as we
go about our work. The same will be
true with social media.

That said, here are some general
predictions: First, the worlds of social
media and mobile computing—smart-
phones and tablets—will continue to
merge, and that's where a lot of the inno-
vation will come from; second, email
will become less relevant, especially for
young professionals who prefer texting;
third, “public” social media tools like
Facebook, Twitter, and LinkedIn will
become better integrated with “Enter-
prise” social media tools, leading to
faster connectivity and enhanced busi-
ness intelligence.

LM: While humans love to commu-
nicate, we don’t like change. What
would be a simple piece of advice
for a logistics manager who may be
reluctant to gravitate toward social
media?

Gonzalez: Don't fear it, and don't fight
it because sooner or later you will have
to use it. Think beyond Facebook, Twit-
ter, and LinkedIn, and don't get caught
up in all the buzz words. Instead, focus
on the work you and your colleagues
need to get done and see if social media
tools are a better, more effective solution
than email, conference calls, and other
ways youre currently communicating
and collaborating. Finally, encourage the
young professionals on your team to take
a leadership role in finding opportuni-
ties to improve existing processes using
social media, and train/mentor col-
leagues who are less experienced using
these tools.

—DMichael Levans is Group Editorial
Director of the Supply Chain Group
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2012 Supply Chain Software Users Survey

Spending

stabilizes

he results of Logistics Management’s Annual

Software Users Survey over the past few years

revealed that economic woes and corporate cut-

backs suppressed reader spending in 2009-2010.

However, the results of our 2012 study are in, and
it seems as if supply chain software spending is back to “nor-
mal” after several years of backpedaling.

“Pre-2011 there was a lot of uncertainty in the market and
companies were really holding back on investments,” says
Belinda Griffin-Cryan, global supply chain executive program
manager at Capgemini Consulting. “The environment started to
improve last year because a lot of companies just couldn’t wait
any longer to purchase or upgrade their supply chain software.”

According Griffin-Cryan, as well as the results of our latest
study conducted by Peerless Research Group (PRG), the initial
rush of investment that was seen in early 2011 has since calmed;
however, spending has certainly stabilized as we roll into 2012.

PRG conducts our annual software users survey to gain
a better understanding of the current supply chain software
market and to identify pertinent technology trends that may
affect the logistics and transportation community. The results
of this year’s study are based on the feedback provided by
280 qualified readers of Logistics Management.

Specific areas of evaluation among survey respondents include
types of software currently used and planned for purchase;

This is a good sign compared to the spending decreases that
the survey picked up on in 2009 and 2010.

When asked how the current economic climate has changed
their companies” approach to supply chain management soft-
ware spending, 31 percent of respondents say that they're scruti-
nizing their software purchases, down from 33 percent in 2011.

Twenty-one percent say they are still freezing investments,
up from 18 percent last year, while 21 percent say that
they'll be making investments in new software in the next 12
months. Another 21 percent say they plan to upgrade exist-
ing systems, compared to 22 percent the year prior—another
indication that upgrade intentions have finally stabilized.

Monetary commitments to supply chain software have
decreased when compared to 2011’s survey results. When
asked if their firms were going to buy supply chain software
in the next 12 months, 39 percent responded favorably com-
pared to 48 percent in 2011. Budgets are up slightly, with 49
percent planning to spend less than $100,000 (compared to
48 percent in 2011) and 27 percent spending $100,000 to
$499,000 (versus 25 percent the year prior).

Adrian Gonzalez, director of Logistics Viewpoints, says that
this year’s respondents’ acquisition intentions indicate that
companies are continuing to either buy new or upgrade exist-
ing systems. And while the numbers have flattened somewhat
compared to 2011, Gonzalez says the “tighten up our belts”

annual software expenditures; stage in
the software buying process; reasons
for consideration of supply chain solu-
tion software; number of software pack-
ages and vendors used by company; and
expected timeframe for payback on pur-
chases of supply chain software.

Over the next few pages we'll look at
the results of the survey and hear what
top analysts are saying about the findings.

Yes: 48%

Top line overview

Stabilization is the name of the game in
2012 as companies steadily add more
supply chain technology to their stables
and/or upgrade their existing systems.

2011

Purchase Intentions

Is your company planning to buy
supply chain software for your
operation in the next 12 months?

Source: Peerless Research Group (PRG)

sentiment of 2009-2010 has clearly
passed.

“A lot of shippers have come to grips
with the fact that this is the business
environment that they have to operate
in now,” says Gonzalez. “It’s going to be
dynamic and there are going to be ups

and downs.”
Yes: 39%

Squeezing benefits from WMS, TMS

Half of the logistics professionals sur-
veyed say that their use of supply chain
software has increased—only 38 percent
answered positively to that question in
2011—and 46 percent say that usage
stayed the same compared to 56 percent

2012
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last year. When ranking the importance of individual software
features, shippers have once again pinpointed the right features
for their operations, configurability, compatibility with exist-
ing software, and service/support availability as their top “must
haves.”

Digging down to the various software packages that
comprise supply chain software as a whole, we learned
that 56 percent of shippers are using warchouse manage-
ment systems (WMS), a number that comes in about the
same as 2011. Twenty-four percent are planning to buy
or upgrade their WMS, while a net 67 percent are either
using or planning to buy a WMS. From their WMS, these
companies want real-time control, inventory deployment
abilities, existing package upgrades, and labor manage-
ment capabilities.

Thirty-seven percent of respondents are currently using
transportation management systems (TMS), up from 32
percent in 2011. Twenty-five percent are planning to buy or
upgrade—steady from last year’s numbers—and a net 50 per-
cent are either using or planning to buy a TMS (versus 51
percent last year). Shippers most want routing and schedul-
ing, routing and rating, shipment consolidation, carrier selec-
tion, and load tendering capabilities from their TMS.

BY BRIDGET MCCREA, CONTRIBUTING EDITOR

This year’s findings indicate a leveling off from last year’s
welcome spike, but also indicate a higher overall investment
by those firms that are buying new or upgrading. For 2012,
the market appears to be progressing on a slow-and-steady
growth path that isn’t expected to let up anytime soon.

Dwight Klappich, research vice president for research giant
Gartner, says shippers’keen interest in routing and scheduling
falls in line with what his firm is seeing in the marketplace.
“Three years ago the routing and scheduling market was dead,
there just wasn't a lot of energy there,” says Klappich. “That’s
changed over the last three years as more shippers are finally
turning to technology to streamline these vital activities.”

One area of the survey that surprised Klappich involved
ERP systems, which are currently being used by 47 percent
of companies. Fifty-four percent say they're planning to buy
ERP this year, while 54 percent of those buyers say their ERP
will include a WMS module compared to 48 percent last year.

The fact that shippers see their ERP providers as capable of
providing solid WMS caught Klappich’s eye. “This is a testa-
ment to the fact that ERP vendors have invested significantly
in their WMS applications to the point where more than half
of the companies feel that they could get their WMS from their
ERP vendors,” he says, noting that 10 years ago most shippers
would not have made that assumption, namely because at the

Adoption of Cloud Computing/Saa$S

Which best describes our company’s status regarding
the adoption of a cloud computing/Saa$S strategy?

Have adopted - 8%

Currently evaluating or will evaluate _

within next 24 months it

It is not an option
Not sure what cloud computing is - 6%

Not sure of my company's interest _

in cloud computing 30%

Other . 4%

Fear of the Cloud?

What do you see as the main concerns or fears
surrounding the use of a cloud computing strategy?

Security concerns
Privacy issues
System reliability
System performance
Data integrity
29%
Legal/compliance issue
Back up plans
Unproven technology
Geographic compatibility

Other

A lack of control

Source: Peerless Research Group (PRG)

Source: Peerless Research Group (PRG)
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time best-of-breed WMS vendors were thought to be the de
facto source of such software.

Any action in the cloud?

The “cloud” and Software as a Service (SaaS) may be hot
topics right now across many different software sectors, but
they remains a blip on the horizon for many logistics profes-
sionals. Just 8 percent of respondents say that theyre using
Saa$S while 30 percent are evaluating such delivery methods.
Twenty-two percent say SaaS is not an option for their firms,
with issues like security and privacy concerns, system reli-
ability and system performance, and data integrity and a lack
of control cited as the biggest deterrents.

Of those firms that will be investing in supply chain software
in 2012, 21 percent say SaaS is indeed an option. Gonzalez
take a “glass half-full” approach to the SaaS-related survey find-
ings, noting that 8 percent (adoption rate) plus 30 percent (cur-
rently evaluating) equals 38 percent—much higher than the 22
percent of shippers who say Saa$S is not an option.

“Clearly SaaS is an area that more companies are consid-
ering as a deployment model,” says Gonzalez, who remem-
bers just six or seven years ago when SaaS was on very few
radar screens. “That’s a positive sign,” he adds.

As we get further into 2012, and as the national economy
continues down the slow path to recovery, exactly how the
supply chain software sector fares this year remains to be seen.

However, this year’s software users survey indicates a lev-
eling off of interest in most of the sector’s modules, but also
indicates a higher overall investment by those firms that are
buying new or upgrading. Regardless of the fine points within
the results, the overall market appears to be progressing on
a slow-and-steady growth path that isn't expected to let up
anytime soon.

Bridget McCrea is a Contributing Editor to
Logistics Management

How much on the Table?

Approximately how much will your company spend on
supply chain software for your operation including
license, integration, and training in the next 12 months?

50%
Less than $100000

49%
26%
27%
12%
$500,000-$999,999
11%
. . 7%
$1 million-$2.49 million
i 2009
;'% . 2010
$2.5 million-$4.99 million l23{;o . 2011
5% 2012
5%
- 3%
$5 million or more 3%
1%
$703,448
$583,800 $553,400

Average amount plan to spend

Source: Peerless Research Group (PRG)

VF Corporation sees ROl in WMS upgrade

VF CorroraTION OF GREENSBORO, N.C., AN
apparel and footwear manufacturer with
more than 40,000 employees, has seen
significant ROl from its supply chain
software investment. VF’s key brands
include The North Face, JanSport, and
Nautica. The firm’s 2007 acquisition of
the Vans brand pushed it to explore new
ways to gain visibility across its 30 global
DCs, 22 of which are in North America.
VF needed to increase the shipping
and capacity support for the rapidly ex-
panding Vans product line, which at the
time was nearly a $1 billion business. The
company also wanted to reduce order
cycle times and improve DC response
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time for its products. Vans had been
using a Manhattan Associates WMS
since 2001 and was ripe for an upgrade.

The upgrade would also allow VF to
centralize the various WMS packages
that its acquired brands were using.
“We decided to build our WMS strategy
around a single, centralized solution,”
says Terry Brown, director of distribution
systems for VF’s services organization.

Completing the upgrade while busi-
ness was in session in the same DC was
challenging. “We didn’t have the option
of building a new DC on the side,” says
Brown. “We had to change the engines
on a plane while it was in flight.”

To tackle that, VF took a multi-year ap-
proach, introducing new processes, and
replacing old ones on a slow, methodical
basis. “That allowed us to manage any is-
sues that came up with minimal risk,” says
Brown, “and zero business disruptions.”

One business area where the new
WMS has proved its worth is with Vans’
“never outs” —a specific set of SKUs that
must always remain in stock and that
Vans ships to retail stores within 24 hours.
Brown says that the WMS has helped VF
achieve that goal of 24-hour shipment and
improve service levels from a pre-upgrade
rate of four to five days.

—Bridget McCrea, Contributing Editor
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8 The sllpply Chain Top 25: Sumgntra Sengupta of EVM Partners says
Leadership in Action the first step in answering t{jese questions IS’
The 2011 rankings of the Top 25 supply to (‘:areﬁ‘JHy determinci your "Mobility Index.
chains from Gartner Inc. are in. They i;xclude This article tells how ir's done.

repeat winners and some new entrants.
Perhaps even more important than the actual
rankings, says Gartner Research Director
Debra Hofman, are the lessons that can be
learned from analyzing the leaders, This year,
six specific qualities stand out.
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40 The Case for Infrastructure
Investment: Lessons from
Medco and Staples

Smart investment in supply chain infrastruc-
ture—and in particular automated materials
handling and distribution systems—can pay
big dividends. Medco and Staples have proven
that convincingly, as these case studies dem-
onstrate. Their stories point to seven key take-
aways that supply chaing professionals in any
business sector can learn from.
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16 The Greening of Walmart’s
Supply Chain...Revisited

In 2007, SCMR ran an article on Walmart's
sustainability program, focusing on eight
specific initiatives being pursued. Four years
later, the author of that original article, Erica
Plambeck of Stanford, and colleague Lyn
Denend revisit those initiatives to assess just
how Walmart is doing on the sustainability
front.
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GLOBAL LOGISTICS

New perspectives on

Most enterprises have logistics and transportation risk management
protocols that can address localized disruptions. Global supply chain
risks, however, can have cascading and unintended consequences
that no one organization can mitigate. Here are recommendations for

managing the vulnerabilities.

BY JONATHAN WRIGHT AND DANIELLA DATSKOVSKA, ACCENTURE

hanks to globalization, lean processes, and the

geographical concentration of production, among

other factors, supply chain and transport net-

works are more efficient than ever before. This

increasing sophistication and complexity, how-
ever, is accompanied by increasing risk.

Major disruptions in the past five years—including the
global financial crisis, the Yemen parcel bomb scare, flood-
ing in Thailand, and the Japanese earthquake and tsunami—
have illustrated the vulnerabilities of finely tuned, closely
interconnected supply chain and transport networks.

Although risks have increased, there are concerns about the
ability of organizations to address this new risk profile. As the
recent World Economic Forum (WEF)/Accenture report, New
Models for Addressing Supply Chain and Transport Risk, points
out, most enterprises have logistics and transportation risk
management protocols that can address localized disruptions.
Greater supply chain risks outside the control of individual
organizations, however, can have cascading and unintended
consequences that no one organization can mitigate.

While it’s important to be able to anticipate specific disrup-
tions, it's even more important to build in dynamic systems
and processes that can quickly and effectively respond to
changing logistics and transportation circumstances. The goal
is not to predict what will happen, or when, but to be prepared
and able to respond in an informed, planned manner.

The report identified a number of recent supply chain and
transport concerns that have increased organizations’ risk
profile, creating the need for more dynamic supply chains.

e Information/communication disruptions: Growing
reliance on online systems and the sophistication of cyber
attacks place ever-greater stress on supply chain and trans-
portation networks. In transport, for example, the increased
reliance upon, and use of, electronic data for real-time risk
assessment—including electronic manifests for cargo—have
proven effective in facilitating the movement of freight. At
the same time, however, they have put more pressure on

42 LOGISTICS MANAGEMENT

governments and businesses to maintain robust and secure
information and communications networks.

e Infrastructure failure: Critical infrastructure, from
roads to power stations, is under pressure due to lack of invest-
ment and planning for future resiliency. In the U.S. alone, the
American Society of Civil Engineers estimated that the cost of
repairing national infrastructure at $2.2 trillion over the next
five years. The disruption or failure of critical infrastructure
nodes could have a severe impact on global transportation net-
works, and needs attention and investment.

e Reliance on oil: The WEF expert group identified
reliance on oil as the single greatest vulnerability to supply
chain and transportation networks. An immediate change in
oil availability as the result of external disruptions such as
civil unrest or terrorist attacks (or closure of the Straits of
Hormuz) could have an extensive global impact on transport
networks in particular.

This vulnerability is itself a subset of a broader, long-term
challenge of addressing oil reliance. A more dynamic supply
chain might respond by varying sourcing options based on a
reassessment of a company’s global manufacturing footprint
that moves production closer to target markets and reduces
shipping costs.

e Legislation and regulation: When the Icelandic volcano
erupted in 2010, the reactive response of European transport
ministries and civil aviation authorities resulted in uncertainty
and delays in restarting air traffic. There was a failure to rec-
ognize in advance the potential threat presented by such ash
clouds, along with inflexible aviation protocols and the absence
of any pre-existing agreement on safe ash levels. Similarly, well-
intentioned government initiatives such as air cargo screening
can impede the efficient flow of transport networks.

While there are significant new risks arising on these and
other fronts, organizations also have new opportunities to
improve their supply chain and transportation risk manage-
ment. The first step identified in the report was the develop-
ment of the trusted networks for effective collaboration.
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global risk

Trusted networks spanning business and government
Effective identification and management of systemic risk
across the supply chain and transport network requires a high
level of collaboration among businesses, professional groups,
governments, regulators, suppliers, customers, and even
competitors. These trusted relationships are crucial to pre-
disruption preparation and post-disruption rapid response.

In the research underpinning the report, considerable
enthusiasm was identified for developing greater collaboration
between business and government at the global level to address
risk. The nature of global disruptions means that there are too
many economic, security, and political issues to take a siloed or
compartmentalized approach to risk management. Aligning pri- A
orities and agreeing on focus areas among these different stake-
holder groups, however, will be a gradual process.

There are also opportunities for greater understanding and
coordination at the industry and/or regional level. Initiatives
such as the Supply Chain Risk Leadership Council, which
comprises manufacturing and services supply chain firms,
bring teams together to develop and share supply chain risk
and transport best practices. The World Economic Forum’s
own Risk Response Network (RRN), launched in 2011, sup-
ports the development of trusted networks by tapping into a
diverse, high-level group of domain experts.

Sharing data and information
Access to accurate and reliable information can provide a
clearer global picture of supply chain and transportation net-
works’ vulnerabilities and support the coordination of back-
up plans in the event of a disruption. Identifying reoccurring
risks at the industry level can also help businesses and gov-
ernments focus efforts on increasing network resilience.
There are, however, serious questions about the availabil-
ity of shared data, based on research included in the WEF/
Accenture report. In fact, nearly two-thirds or 63 percent of
those surveyed for that research said that the management of
shared data and information was being handled ineffectively.
Improving the two-way flow of information between busi-
nesses and governments was identified as a priority. Two spe-
cific actions were suggested by the group: First, establish reli-
able dashboards for macro-level flows and disruptions through
key infrastructure; and, second, increase the flow of information
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across end-to-end networks
to improve transparency at all
tiers of the supply chain.

Transport risk management has
become a supply chain priority

1) governments should
improve international and
interagency compatibility of

While limited tools and Significantly higher 43% resilience standards and pro-
software exist that can be ) grams;
used to support extensive lElacs 50% 2) businesses should more
data and information sharing, Same 6% explicitly assess supply chain
a new class of software prod- and transport risks as part of
ucts is being developed, both Lower 2% procurement, management,

internally by companies and
by external providers, to deal
with risk. These products

Significantly lower 0%

Source: World Economic Forum Supply Chain and Transport Risk Survey 2011

and governance processes;
3) government and busi-
ness should work together

are designed to help identify
high-probability and high-
impact risks and prepare for
potential disruptions. They
also create an alert system
for disruptions where early
detection is likely to help
organize and prioritize the response.

Furthermore, the report also noted
that the importance of being able to
quantify and measure supply chain and
transportation network risk exposure
was flagged by individuals who par-
ticipated in a WEF workshop and was
referenced in the report. Without those
metrics, companies struggle to quan-
tify their risk exposure or to compare
providers. A recognized set of supply
chain and transport risk quantification
metrics needs to be developed to help
businesses and governments obtain an
accurate understanding of risk to net-
works, better prioritize risk manage-
ment activities, and align the incen-
tives, exposure, and risk appetite.

Ideally, these risk metrics should be
consistent within and across organiza-
tions to enable comparisons.

Scenario planning

While scenario planning is used effec-
tively at the operational level, it also has
the potential to play an integral role in
reducing systemic risk across networks.
Conducting scenario planning on a reg-
ular basis ensures that external risks and
network vulnerabilities are continually
reviewed and that the associated mitiga-
tion controls are effectively updated.

If possible, scenario planning should
be scaled to the level of different stake-
holders to enhance understanding of
external environments while contrib-
uting to the anticipation of actions by
network partners and improved joint
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More than 90 percent of those surveyed by the World
Economic Forum indicate that supply chain and transport
risk management has become a greater priority in their
organization over the last five years.

preparation of continuity plans. Sce-
nario planning at the regional and/or
sector level can enable areas of conflict
and lack of coordination to be identified,
clarify the roles and responsibilities of
public and private actors in the face of
major global disruption, and increase the
speed and effectiveness of response.

Stress testing of critical infrastructure
would enable greater public and private
sector understanding of infrastructure
resiliency in the event of a disruption.
The trusted networks mentioned earlier
can increase the scope and effectiveness
of scenario planning, driving effective risk
management and investment in contin-
gency solutions while helping to shape
global legislation and regulation.

The Forum expert group emphasized
the requirement for significant interac-
tion between business and government
to drive improvement in the risk manage-
ment methods identified. Among possible
courses of action, global transportation
companies can urge the formation of
working groups led by regional trade min-
istries driving action in regional hubs.

Another important initiative is the
creation of disruption-level evaluation
frameworks. This represents agreement
on standardized classification of the
impact of a disruption, which would then
inform the response of the public and pri-
vate sectors during and after an event.

5 recomendations
The report concluded with five recom-
mendations:

to develop trusted networks
of suppliers, customers, and
competitors focused on risk
management;

4) governments and busi-
nesses should improve net-
work risk visibility through
two-way information sharing and col-
laborative development of standard-
ized risk assessment and quantification
tools; and

5) both governments and businesses
should improve pre- and post-event
communication on systemic disrup-
tions, balancing security and facilita-
tion to bring a more balanced public
and private sector discussion.

Due to the increasing complex-
ity and interconnectedness of global
supply chains—and the emergence of
new and potentially highly disruptive
types of risk—risk management for
supply chain and transportation net-
works could benefit from cooperation
across public and private sectors.

In addition, companies should
expand their approach to risk manage-
ment and make it a strategic priority
across their ecosystems of businesses,
suppliers, and partners. They should
develop more dynamic supply chains
that are efficient as well as resilient
and able to rapidly respond when sup-
ply, demand, and cost-to-serve shocks
occur whether they are triggered by
a natural disaster, political unrest, or
other circumstances.

Jonathan Wright is an executive director
in Accenture Management Consulting,
with an operations focus. Daniella Dats-
kovska is an executive in the risk man-
agement practice at Accenture, a global
management consulting, technology ser-
vices and outsourcing company.
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ECO-PERFORM.

Eco-Performance is Raymond’s unique design philosophy that
increases productivity and efficiency on every truck. No matter what
the operational limitations are on space, personnel, and budget. With
Raymond’s exclusive ACR System™, Eco-Performance means up to
a 33%* energy efficiency boost. It delivers faster acceleration and
better control. That gets you up to a 9% * increase in productivity.
And a lower cost per pallet moved. It's how Raymond maximizes
efficiency and productivity. Don't just perform. Eco-perform.

Contact a Raymond Sales and Service Center near you to see
how Eco-Performance fits into your fleet or learn more online at
raymondcorp.com/ecoperformance.cfm.

RAYMOND

Above. And beyond.®

*Comparative data compiled by PosiCharge in testing conducted (2011) and
overseen by United States Auto Club Properties, Inc.
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Lift Trucks:i
Preventive
medicine

With a few simple prescriptions, fleet managers can
plan for the unplanned, reduce costs, and ramp up

productivity and safety measures.

BY JOSH BOND, CONTRIBUTING EDITOR

here are plenty of usual suspects when hunting

for improved efficiencies in any lift truck fleet.

For example, aging equipment, truck abuse,

and under-utilized assets are all key sources of

unanticipated maintenance costs. But are break-
downs, excessive damage, and unnecessary trucks really
unanticipated?

According to Allen Polk, national accounts manager for
Kenco Fleet Services, there is a big difference between being
well prepared to react and taking steps early to prevent inad-
vertent costs. Simply suspecting a problem is not the solu-
tion, says Polk; instead, it’s the first step in what he calls the
“awareness curve.”

“Suspicion, data, recognition, change,” Polk explains.
“Companies that don’t go through the curve will tend to have
higher costs. Awareness is the easiest and least expensive
way to fix a problem.”

However, the current paradigm of fleet maintenance
defines success as quick reaction to unplanned events—
uptime at any cost. This is understandable. Because most
fleet owners’ core business is about moving product, few
have time to ask, for example, how many lift truck tires they
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go through on an annual basis. Instead, Polk urges his cus-
tomers to consider the benefits of a strong partnership with
a service provider, the judicious use of technology for data
capture, and a culture of prevention, not reaction.

To help fleet managers identify and preempt “unantici-
pated” costs, we compiled a survey of best practices in fleet
maintenance with some of the leading experts in the market.
With some simple adjustments, most fleet managers will find
that they can plan for the unplanned, improving productivity
and safety while reducing costs.

Challenge assumptions, act on suspicions

Jim Gaskell, director of Global Insite products for Crown
Equipment Corp., has a hypothesis: “If I gathered ten cus-
tomers in one room, all ten would tell me that their ware-
house is run better than all the rest, and they'd have plenty
of examples to back up the claim. The thing is, they can't all
be right.”

The chances are that simply asking the right questions
can expose their mistaken confidence. Gaskell says he
once visited a customer who claimed to know every penny
of their spend, but had not accounted for $40,000 in unus-
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able inventory. Another customer had more than 100 trucks
and, at most, used 80 percent of the fleet at a time—some of
those were only used for a few minutes.

“T told them that they could remove nearly a third of their
fleet and save that number times $30,000, right off the bat,”
says Gaskell.

The problem, says Gaskell, is that the planning model the
customer used to determine fleet size could not be adjusted
for actual utilization, especially since the fleet’s use was not
being monitored.

“Some people base their business on the wrong model,”
says Gaskell. “T always encourage people to look at the actual
situation.”

This involves looking at metrics to determine actual cost
per hour, but it can also be as simple as looking at the actual
facility in which the lift trucks operate. That ramp between
floor levels might look harmless, but it could be causing pre-
mature tire failure and lots of unnecessary costs.

“People don’t have an idea of what abuse is and assume
it's based only on what the operator is doing,” says Polk.
“Abuse not only includes truck impacts, but can also be
things like not coming to a full stop before shifting, going
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up ramps, or a crack in the floor of a facility. These things
will cause excessive damage to a lift truck no matter what
the operator does.”

Abuse in all its forms can make up as much as 30 per-
cent of a customer’s fleet maintenance spend, according
to Nick Adams, business development manager for the
Mitsubishi Caterpillar Forklift America Inc. (MCFA) fleet
services group. For some fleet managers, assumptions
about abuse collapse when data is compared between
facilities.

One facility manager in Chicago might assume that his
fleet’s costs for unanticipated damages are excellent. If he
learns a facility in St. Louis is spending less, he might be
driven to improve even further. This site-to-site visibility
establishes benchmarks and spurs an exchange of best prac-
tices that has reduced damage costs by as much as 7 percent
for some customers, says Adams.

Another example of a wasteful assumption is the shift
overlap, according to Polk. Say a customer runs two shifts,
five days a week, with 30 operators on each shift. A two-hour
overlap of 15 operators automatically requires them to have
45 lift trucks. If there’s no overlap, they can cut that by 15
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trucks. In year one, you could see 10
percent to 20 percent, or even 40 per-
cent to 45 percent decreases in cost.

“Overlap can be a necessary evil, but
it forces costs way up,” says Polk.

Gather data from fleet, operators, and
service providers

A clearer picture of true costs and sys-
temic problems often suggests that out-
sourcing fleet maintenance is the best
choice. More and more customers are
outsourcing maintenance, according to
Adams.

“Today it's as much as 75 percent
to 80 percent, whereas five years ago
it was perhaps only 60 percent or 65
percent,” says Adams. “Customers
are finding it just isn't a good use of
resources. It's the same reason you or
I don’t work on our own cars, because
we don't have the training and diag-
nostic tools available.”

Before choosing a service provider,
however, customers should ask how
often the provider's techs are trained,

what the parts and labor rates are, and
establish a consistent performance
expectation, says Michael McKean,
fleet management sales and marketing
manager for Toyota Material Handling.

Adams says customers should also
inquire about potential costs for a
service technician’s time in transit.
Assuming a customer does not have
the roughly 60 units needed to justify
a full-time, on-site technician, the chal-
lenge is to find out how to optimize the
travel time for an off-site tech.

Customers should also ask whether
their service provider’s technicians have
GPS, Adams suggests. A good service
provider knows exactly where each
technician is and can dispatch the clos-
est one to save their customer money
and time.

A bad service provider, adds Gas-
kell, is typically characterized by a
lack of training. Gaskell says that he
has very large customers with as many
as 20 percent of their sites’ fleets ser-

viced by “a buddy from high school” or

Steelcase streamlines multi-site fleet

teelcase, a leading global office

furniture manufacturer based in
Grand Rapids, Mich., found itself with
a number of new manufacturing and
distribution centers after a series of
acquisitions over a four-year period.
According to Dennis Carlson, logis-
tics manager for the company’s North
American physical distribution opera-
tions, the acquisitions left him with a
“quite cloudy” view of his fleet.

“I had a feeling that | had more trucks
than | needed in my fleet, but | didn’t
have the facts to confirm my hunch,”
says Carlson. “It wasn’t long before | re-
alized that | needed to take steps to en-
sure | maintained a clear understanding
of the number of trucks in my fleet, the
conditions of those trucks, and most
importantly, their utilization rates.”

Carlson chose to deploy Crown
Equipment’s InfoLink system to un-
derstand what was really going on with
his forklift fleets. Steelcase tested the
system during a six-month period on
25 Crown lift trucks at a single facility
before expanding the program to five
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additional facilities.

“The system gave me more than just
power usage data; rather, we saw when
our trucks were not moving,” says Carl-
son. “And the data showed that in many
cases utilization was sporadic.”

Carlson leveraged the system’s find-
ings to drive an organizational focus
toward maximizing the use of the com-
pany’s existing fleet. He also used the
information to support recommenda-
tions on how Steelcase could change
some of the processes in the facilities
to help ensure the trucks were working
all day. Carlson has also been able to
reduce the size of his fleet by 30 per-
cent to 40 percent and eliminate much
of his older fleet.

“Without the new data we probably
would have purchased new trucks and
the underutilized ones would have re-
mained that way,” says Carlson. “We’re
now looking at the rest of our sites since
we think there are dollars on the table in
some of these sites that the system will
help us uncover.”

—Josh Bond, Contributing Editor

a comparably untrained source. “You'd
be shocked. Some of them are auto
mechanics who try their hand at forklift
repair.”

When a customer has a great ser-
vice provider, it's very challenging to
make the case that they should change
OEMs, says McKean. On the other
hand, it’s very easy to lose business if
defendable data is not available.

“Perception becomes reality, so even a
service provider that is doing a good job
but doesn’t have the data to prove it is
at risk of replacement,” says McKean.
“A strong partnership equals a lifetime
customer.”

Recognize and change wasteful
processes

Even the best service provider is some-
times limited by the demands of the
customer. Adams offers an example:
“Say a truck is oozing fluid. It becomes
a fire drill. The technician is trying to
explain what's needed to repair the
truck and what the costs will be, but
the customer is saying ‘just get the
truck back up and running.” When you
get the invoice later and you don't like
what you see, it's a little too late. Was
it really essential to fix that truck right
then and there?”

This example shows how the prac-
tice of pre-authorization for repairs can
help a customer save money. Before
the technician begins the work, a quick
exchange of information could save
thousands. Most technicians carry lap-
tops that give them a pretty good idea
of the total cost of a repair, says Adams.
Similarly, managers can call up the lift
truck’s history and see that the same
repair has been performed four times in
the past year, or that the repair is still
under warranty, and make an informed
decision.

A service provider and customer
can also work together to determine
appropriate intervals for planned main-
tenance (PM). With an eye toward
predictable budgets, many customers
schedule PMs based on the calendar.
In actuality, it might make more sense
to schedule PMs based on hours of use,
says Adams.

“If utilization goes up and the service
provider is still servicing on calendar
intervals, you will have break-downs,”
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says Adams. “Or if utilization goes
down you'll have PMs done more fre-
quently than necessary.”

Whether by calendar or hours of
use, tracking and reporting technology
can enable a customer to communicate
real-time with the service provider and
can ensure the PM schedule is appro-
priate. As Gaskell puts it: “The produc-
tive volume of the warehouse is tied to
the usage of equipment, so it makes
sense for maintenance costs to be tied
to usage as well.”

But even the best service provider
can only do so much, so it falls to each
operator and fleet manager to ensure
day-to-day care is as efficient as pos-
sible. “A planned maintenance program
improves productivity and helps make
for a safer workplace, which is often
overlooked,” says McKean. “If you have
no program in place, what you're really
saying is you're not taking care of your
operators.”

In fact, OSHA requires that opera-
tors perform a daily lift truck inspection
checklist, says Adams. But what hap-
pens when they find something? “Most
customers do a decent job of completing

the checklist,” he says, “but there’s often
not a well-defined process for what to do
if something fails inspection.”

Say the horn doesn’t work. Is that
serious enough to lockout the truck?
Does the operator make that call? The
manager? The maintenance manager?

“Or say the seat belt is frayed, but
it works,” says Adams. “Instead of dis-
patching a service technician for the
seat belt, you can notify your provider
to bring a replacement during the next
planned service visit.”

Plan, plan, plan

Some companies make decisions in
the name of planning that in fact limit
their options. For instance, the decision
to cut the capital expense budget for
lift trucks at the beginning of the year
might sound like responsible planning.
The customer has placed a reasonable
upper limit on expenses, right? Not
necessarily.

“The number one bad habit is not
planning in your capital expense bud-
get,” says Brian Markison, senior man-
ager for national accounts at Nissan
Forklift. “The only time people talk

Darigold halves fleet maintenance costs in 60 days

S eattle-based Darigold, Inc. has been
producing fresh dairy products for
customers around the globe since 1918.
Darigold recently recognized the need
to maintain uptime, improve tracking
capabilities, and reduce maintenance
costs of its lift truck fleet.

Specifically, it wanted to be able
to track all maintenance costs in one
place, streamline the repair process for
its 155 lift trucks, and standardize its
fleet across 15 sites. Darigold turned to
Raymond Handling Concepts Corpora-
tion (RHCC), an authorized Raymond
Sales and Service Center in Auburn,
Wash. Within the first six months, one
of Darigold’s largest facilities cut its lift
truck maintenance costs in half in less
than 60 days.

Due to a decentralized method of
decision-making and tracking, Darigold
could not identify what it was spending
per facility on fleet maintenance. “As
a company, our needs had evolved,”
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says Mike Bevers, the company’s di-
rector of supply chain purchasing. “We
needed a new tracking system for cost-
ing analysis, documentation tracking,
and a way to determine opportunities
to switch out old equipment,”

The stringent health standards of a
food production facility were particu-
larly taxing to the fleet, which worked
in varied environments such as wash-
down stations and cold storage.

RHCC suggested the iTrack system,
a fleet tracking system that enabled
Darigold to track parts and labor costs
per truck, view custom reports that
identify facility cost-saving opportuni-
ties, conduct fleet replacement analy-
sis, enter and review service orders,
and consolidate company invoicing.

According to Bevers, Darigold has
experienced considerable increases
in productivity due to the substantial
reduction in repair costs and downtime.

—Josh Bond, Contributing Editor

about forklifts is when there’s a prob-
lem. It's never up-front, and it's the
first thing to get cut from the capital
expense budget. Later in the year, you
end up putting $5,000 into a forklift
that might have been worth $1,500
beforehand, all because you didn't plan
for its retirement.”

Markison recommends classifying a
fleet into new, intermediate, and aging
forklifts. Customers can then plan for
equipment retirement, and will know
exactly where to find the oldest and
most costly trucks. Additional sav-
ings can come by setting cost-of-repair
thresholds at each classification and
holding to them, he says.

As new equipment is purchased,
customers should note any advances
in lift truck technology that will allow
them to reduce maintenance costs over
the long term. According to Frank Dev-
lin, marketing manager of advanced
technologies for Raymond, some new
lift trucks have a 500-hour PM service
interval, as much as double the stan-
dard interval. Look for more durable
and reliable components, says Devlin,
and ask about forklifts with extended
run-times that can reduce the number
of battery swaps and the associated
maintenance costs.

Be aware of the “curve”

When customers build an awareness
of what is happening in their facility,
what's happening in other facilities,
and what options are available to them,
they have set out on Polk’s maintenance
awareness curve.

To create a maintenance program
that anticipates and optimizes costs
associated with the unplanned, cus-
tomers will need to challenge assump-
tions and implement disciplined pro-
cesses. Fortunately, there are resources
available to make the transition justifi-
able and smooth.

“The tools to let customers know
what they are spending have improved
drastically over the last five years,” says
Gaskell. “They don't have any excuse
not to know exactly what’s going on
with their fleet.”

—Josh Bond is Editor-at-Large to Logistics
Management and Lift Truck Editor for the

Supply Chain Group
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The recent surge of U.S. exports has created a more balanced

trade picture for U.S. ports and the stakeholders they serve. If this

IS a sustainable trend, analysts expect to see more investment in
infrastructure and increased competition among the leading gateways.

By Patrick Burnson, Executive Editor

or most multinational shippers, the days of having

one or two major domestic ocean cargo load centers

is over. Highly segmented supply chains along with

cross-enterprise operations are now changing the
U.S. landscape. While Mega-vessels may be calling on some
deep-water ports, ocean carriers are also hedging their bets by
sending smaller ships on alternative deployments.

Zepol Corporation, a leading trade intelligence service,
notes that as America’s seaports prepare for balanced trade,
shippers can expect to see more regional cooperation among
ports. But Zepol’s president, Paul Rasmussen, has one caveat:
“That doesn’t mean regional rivalry will disappear.”

Indeed, Ports on the U.S. West Coast—which are supposed
to be at risk when the Panama Canal expands in two years—
don’t appear to be too concerned. The neighboring gateways
of Los Angeles and Long Beach are booming, with a greater
balance of inbound and outbound cargo serving to keep them
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both on top of Zepol’s’ current port rankings.

According to Peter Friedmann, executive director of the Ag-
riculture Transportation Coalition, the dynamics of ocean cargo
have “flipped” dramatically. With U.S. exports growing by 5
percent to 6 percent annually, it’s only matter of time when car-
riers will reconfigure shipping schedules. “It’s pure mathemat-
ics,” says Friedmann. “Outbound sailings are catching up with
inbound calls, and ports need to make those adjustments.”

West Coast advantage

San Pedro Bay port officials seem to concur with Freidmann’s
observation on surging exports, noting that outbound volumes
are approaching record levels.

Kraig Jondle, director of business and trade development at
the Port of Los Angeles, says that the existing infrastructure and
ongoing expansion of terminals and warehousing will only make
the port more attractive for trade in both directions.
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U.S. Port Rankings: Q1 2012 vs. Q1 2011

Inbound TEUs Inbound TEUs
U.S. Port Q1 2012 Q12011 % Change
Los Angeles, CA 949,063 926,720 2.41%
Newark, NJ/New York, NY 673,723 644,180 4.59%
Long Beach, CA 673,172 689,917 -2.43%
Savannah, GA 271,526 262,023 3.63%
Seattle, WA 195,326 202,979 -8.77%
Norfolk, VA 188,802 181,980 3.75%
Oakland, CA 180,445 176,116 2.46%
Houston, TX 156,326 139,782 11.84%
Charleston, SC 155,951 140,358 11.11%
Tacoma, WA 118,188 108,470 8.96%
Miami, FL 87,375 89,500 -2.37%
Port Everglades, FL 84,564 84,423 0.17%
Baltimore, MD 76,056 72,920 4.30%
Philadelphia, PA 42,726 37,913 12.69%
Wilmington, DE 37,772 36,109 4.61%
San Juan, PR 36,930 36,125 2.23%
Jacksonville, FL 29,953 26,227 14.21%
Wilmington, NC 28,395 31,143 -8.82%
Gulfport, MS 26,414 27,084 -2.48%
New Orleans, LA 21,628 20,646 4.76%
Boston, MA 20,599 24,083 -14.47%
Portland, OR 19,131 19,278 -0.77%
Mobile, AL 15,014 12,262 22.44%
Chester, PA 13,394 13,281 0.86%
Port Hueneme, CA 11,924 4,511 164.32%
San Diego, CA 10,556 12,657 -16.60%
Freeport, TX 8,566 7,019 22.04%
West Palm Beach, FL 7,259 7,255 0.06%
Panama City, FL 6,115 5,905 3.56%
Honolulu, HI 4,671 4,027 15.98%

Copyright © 2002-2012 Zepol Corporation. All rights reserved.

“It’s encouraging to see that exports
are ramping up,” says Jondle, “but we are
forecasting a steady increase in inbound
calls, too. We work very closely with the
Port of Long Beach to ensure that South-
ern California can compete with ports
anywhere in the nation. We have deep
water and a great rail network, so we dont
have to raise bridges or dredge harbors.”

Sean Strawbridge, managing director
of trade development and operations
at the Port of Long Beach, also points
to the cooperative nature of the San

Pedro Bay gateways. “We're seeing
record strength in export demand, and
are planning for a more balanced trade
mix,” he says. “There’s a growing de-
mand for agricultural commodities to be
containerized, particularly to China.”
“Regional marketing” is less suc-
cessful in the Puget Sound, however,
where the ports of Seattle and Tacoma
are compteting aggressively for new
business. When The Grand Alliance—a
shipping consortium comprising Hapag-

Lloyd, NYK, and OOCL—announced
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that it plans to move operations from
the Port of Seattle to neighboring Ta-
coma later this year, there came a howl
of protest.

“It’s important that the business re-
mains in Washington,” says Linda Styrk,
Port of Seattle’s managing director. “Un-
fortunately, though many of the jobs
will be preserved, others may not. Some
who work in the Seattle harbor could
see their livelihood impacted severely or
in some cases, disappear.”

Lost in this observation, however, is
the fact that just three years ago Seattle
lured Maersk and CMC-CGM away
from Tacoma.

Oakland, meanwhile, attracted its
first “mega-vessel” call this year, dem-
onstrating that it can accommodate the
new generation of huge container ships.
The MSC Fabiola, a 12,562 twenty-foot
equivalent-unit (TEU) vessel owned by
Geneva-based Mediterranean Shipping
Co SA. MSC came steaming into the
San Francisco Bay early this year.

While this was largely a symbolic
call—it may never be repeated—it dem-
onstrates why the world’s second-largest
shipping company is one of the Port of
Oakland’s fastest-growing carriers.

Generally, ships arriving at Oakland
carry imports such as electronics, wood
furniture, apparel, bedding, toys, sports
equipment, auto parts, coffee, and
bicycles. When they depart, they carry
exports including dried fruit and nuts,
wine, rice, cotton, recycled paper and
metal scrap, machinery, chilled and fro-
zen meat and poultry, as well as vehicles.

“Our role as a leading export gateway
helped us maintain our maritime vol-
umes last year despite a weak economy,”
says Oakland Executive Director Omar
Benjamin. “Bigger ships are part of
growing our exports.”

Walt Rakowich, co-chief executive
officer of Prologis, says West Coast
ports needn’t be too concerned about
losing market share in the near future,
either. “There are too many “unknowns”
associated with alternatives,” he says.
“We don’t know, for example, if the East
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Coast and Gulf ports will be able to handle the volume when the
Panama Canal expansion is completed in 2014. And the concen-
tration of population and industry in California is hard to dismiss.”

East Coast challenge

Infrastructure investment may help to eventually move some
ports up in Zepol’s research rankings, however. The Port
Authority of New York/New Jersey has committed $1 billion
to increase the navigational clearance of the Bayonne Bridge
from 151 feet to 215 feet in anticipation of the Panama Canal
widening completion.

This expansion will allow for larger post-Panamax ships to
access the region through the Kill Van Kull Channel. The project
is currently undergoing the required Environmental Policy Act
(NEPA) review with the U.S. Coast Guard, the designated lead
federal agency under the U.S. Department of Homeland Secu-
rity. Construction on the project is anticipated to begin in early
2013, pending federal and local environmental reviews.

“Every day becomes critically important to our goal of making
sure larger cargo ships can call here,” says Port Authority Execu-
tive Director Pat Foye. “Speed is essential, and I am committed to
making our cargo operations faster and more competitive.”

With 45 feet of depth at mean low water, The Port of
Charleston currently has the deepest channels in the South
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Atlantic region and can handle ships drafting up to 48 feet on
high tide. But officials here say that with the on-going deepen-
ing project, Deepening Charleston Harbor will open the port
to expanded trade opportunities and increased big-ship traffic
via the new locks of the Panama Canal 24 hours a day.

“Already in 2012, we have handled 24 ships with actual
docking or sailing drafts 40 feet or greater,” says Bill Stern, chair-
man of the South Carolina Ports Authority (SCPA) Board.

Jim Newsome, president and CEO of the SCPA, says much
the same thing, noting that the local economy is thriving as a
consequence. “We're experiencing a very balanced trade between
import and export containers, which is a credit to the companies
in South Carolina and across the Southeast that are competing
well in the global marketplace,” says Newsome.

Port Miami—the number one container gateway in the
State of Florida—also needs to deepen its harbor to 50-feet
by 2014. While containerized cargo movements were up 7
percent in its fiscal year 2010-2011, with a total of 906,607
TEUs, port officials say they expect more business in 2012.

Today, the State of Florida ranks number four in the U.S. for
trade, “but we can be number one,” says Port Miami Director
Bill Johnson. “Thanks to our trio of infrastructure projects at Port
Miami—the port tunnel, on-port rail, and the Deep Dredge—we
are well-positioned to capture new trade with Asian markets.”

In the meantime, analysts note that Miami has outper-
formed many large container ports in the U.S. due in part to
the strength of Latin American economies. More than 50 per-
cent of its trade is with South and Central American nations.
“There’s a reason we are called “the gateway to the Americas,”
adds Johnson. “We are on our way to becoming a logistical
hub linking North and South America.”

For the Port of Savannah, 50-foot depth is not the Holy
Grail, however. The U.S. Army Corps of Engineers and the
Georgia Ports Authority (GPA) have agreed to deepen the
Savannah River channel from 42 to 47 feet.

GPA Executive Director Curtis Foltz says that this compro-
mise will mean that most fully-loaded vessels will be easily accom-
modated, while saving money for other infrastructural needs.

“We all know how critical this extra depth is to the abil-
ity of our nation to move cargo efficiently,” adds Foltz. “The
depth, along with an average seven foot tide, strikes the right
balance between the needs of our industry and the environment
of the Savannah River. Nearly 40 percent of the project cost is
dedicated to environmental mitigation, preservation of cultural
resources, or the improvements to river access for the public.”

Gulf Coast preparation

‘The Port of Houston is in the enviable position of not having to
dredge, as its harbor is one of the deepest in the nation. According
to Zepol, it posted an 11 percent increase in container throughput
in the first quarter of this year. Along with Charleston, it was the
only top 10 port to have an increase of more than 10 percent.
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Furthermore, says Bill
Hensel, Port of Houston’s
marketing director, the port had
a record 17.7 million tons of
container cargo moved in 2011:
“It was a really good year for
us. Container cargo was up 4

percent overall from 2010 when  The “mega-vessel” MSC Fabiola, a 12,562 (TEU) vessel owned by
Mediterranean Shipping Co came steaming into the San Francisco
Bay early this year.

the port handled slightly more
than 17 million tons.”

With the introduction of new dual
carrier service called the Gulf of Mexico
Express, or GME, Houston is expected
to capture even more balanced trade.
Last month, Cosco Container Lines and
Hanjin Shipping launched a new service
linking the Far East, Panama, and Hous-
ton. The two carriers, part of the CKYH
Green Alliance among Cosco, “K” Line,
Yang Ming, and Hanjin, are deploy-
ing eight Panamax container ships with
capacities of 4,000 TEUs apiece on the
new service. Cosco deploys six of the

ships, while Hanjin deploys two.

Meanwhile, analysts point out that
Houston may lose some regional market
share to the Port of New Orleans if a
“peak pricing program” is implemented
in the future.

Last year proved to be a banner year
for container volumes at the Port of New
Orleans. Year-end figures show that the Na-
poleon Avenue Container Terminal moved
476,413 TEUs, up 11.6 percent compared
to 2010—the Port’s previous record-setting
year—and up 46 percent compared to

volumes just two years ago.

Balanced trade played a
crucial role in this story, too.
“A strong export market,
particularly chemicals and
agricultural products, helped
us achieve two back-to-
back record-setting years,”
says Port of New Orleans
President and CEO Gary La-
Grange. “Coffee and apparel were strong
commodities on the inbound side.”

The port also added a new Latin
American container service in 2011 and
a new container carrier, as CMA CGM
returned to New Orleans. The shipping
line joins Mediterranean Shipping Com-
pany, Hapag-Lloyd, Maersk, Seaboard
Marine, and CSAV in serving the Napo-
leon Avenue Container Terminal.

—Patrick Burnson is Executive Editor
of Logistics Management
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Logistical transparency

By John A. Gentle, DLP

DON'T YOU JUST HATE IT WHEN POLITICIANS Or activists
take a quote out of context and blow it out of propor-
tion to make the other party look bad?

This practice can either be a conscious act, where
someone intentionally knows that a comma, a selec-
tive phrase, or on conjunction with another part of the
sentence actually changes the entire meaning. On the
other hand, some organizations are so blinded by their
distrust of the other group that they unconsciously
interpret the words to mean something other than
what the originator intended.

Because a national discourse on the art of political
manipulation will soon overwhelm and frustrate us, I have
chosen a simple way to illustrate how statements may
either intentionally or unintentionally mislead the reader.

Last week I took my grandson, Joshua, to soccer prac-
tice. It was set for six o'clock. I noticed that about half
of the kids were there on time and the others were late.
After the practice we discussed what it meant to
be on time. Josh suggested that being just a few
minutes late wasn't a big deal—that there was a
need for wiggle room.

We then talked about how “on-time” was
defined—the criteria that determines whether
the person is late or not late. It was decided
that for practice, being early was not bad and
that being five minutes late was considered okay as
long as you had your shin guards and brought your
ball. The same criteria, however, did not hold true for
game day when the tolerance for being late was “zero,”
and if you're late you didn’t play the first half.

How does this apply to the “fitness for use” guidelines
that we provide to our internal and external business part-
ners relative to how we will measure their performance?

When you talk to carriers, are you defining the
criteria for timed deliveries? Will it vary depending on
whether the shipment goes to a warehouse or job site?
Does it require the driver to call one hour in advance
or present himself with his paperwork to the supervi-
sor five minutes before the unload time?

Do your carriers understand that for trailer pools,

John A. Gentle is president of John A. Gentle & Associates, LLC,
a Supply Chain consulting firm assisting shippers, carriers, 3PLs,
and distribution centers in the management of their Logistical
disciplines. A recipient of several industry awards, he has more
than 40 years of experience in transportation, warehousing, and
materials management. He can be reached at jag@RelaTranShips.
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you will measure the percentage of the committed trail-
ers to those empty, clean, operational, and available in
your yard at some specific time of the day? Do they also
know you are not going to count ‘as available’ trailers
brought to your yard with foreign material in them?

When we measure the DC for trailers loaded
on time, do you say that the packing slip must be
attached visibly to the last package on the trailer and it
must be ready for pickup not later than the safe transit
due-out time shown on the tender to the carrier?

Inventory managers can either be measured at
month end when DCs instinctively withhold enter-
ing receiving reports; or more realistically, they can be
measured against the average of daily inventories over
a calendar month.

One of the most challenging and contentious issues
for carriers and shippers is the commitment of ship-
ping volumes and destination areas. Shippers bid

“Inventive criteria,” “elusive,” and “deceptive”
should not be words used to describe how the
industry perceives you and your programs.

specific three and five digit zip code volumes while
carriers, anxious to minimize the distance and time
between receiving and shipping points, bid favorably
for those points and commit drivers and equipment to
generate favorable earnings. How and when shippers
send those carriers to those specific destinations and
the criteria that are used to measure their commit-
ment to the carrier is another matter.

If the commitment criteria is just a certain volume over
30 days, that is much different than a certain volume per
calendar week, or per business week, or per business day.

Everyone understands the need for wiggle room. If
you don’t want to live and die with a specific number,
use a ‘range.” Intentionally obfuscating the criteria
has no place in the logistics community and is grossly
unfair to your business partners.

I suggest that you review your data today. “Inven-
tive criteria,” “elusive,” and “deceptive” should not be
words used to describe how the industry perceives you
and your programs. []
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