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TONIGHT’S DESSERT DIDN’T START 45 MINUTES AGO. IT 
STARTED 15 YEARS AGO. Since 1998, Whirlpool Corporation 
has partnered with Penske Logistics to get their appliances 
to you. Our network of 11 distribution centers has reduced costs 
by 14% and now moves over 18 million units annually. Working
together, our two proud companies have created one of 
the world s most ef  cient supply chains. Whirlpool makes the 
appliances. We set the table.
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Dedicated Contract Carriage. And Logistics Management. And Warehousing. And more. 
That’s Integrated Solutions — handled for you by Ruan.

TO START TAKING ADVANTAGE OF THE POWER OF “AND”,

CALL (866) 782-6669 OR VISIT WWW.RUAN.COM.
BULK MOTOR CARRIER
QUEST FOR QUALITY

And. That’s a word you will hear a lot when you talk to Ruan about 

Integrated Solutions. Dedicated Contract Carriage (DCC) and Logistics. 

Warehouse Management and Subassembly. Supply Chain Optimization 

and Certified Brokerage Services. Integrated Solutions encompasses it all, 

providing our customers the ideal combination of asset- and non-asset-

based solutions that get your products from point A to point B safely

and efficiently.

Our customer partnerships are based on trust and integrity, and we use 

a consultative approach to design efficient supply chain solutions that 

create lasting value — regardless of the solutions you choose. Ruan 

provides you the best of both worlds, delivering services designed to 

guarantee load coverage and manage carriers, mode selection and 

warehousing. These services are coupled with advanced technology to 

provide industry-leading supply chain event management and workflow, 

rich analytics, quarterly KPI reporting and a sophisticated transportation 

planning engine.

That’s Integrated Solutions — creating the optimal supply chain you need 

to be more competitive — handled by Ruan.
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AN EXECUTIVE SUMMARY OF INDUSTRY NEWS

 management
UPDATE 

Continued, page 4

 UPS sees slight earnings gains. Following 
an earnings pre-announcement in mid-July, when 
it lowered its second quarter and full-year earnings 
guidance, UPS said that second quarter revenue 
increased 1.2 percent annually to $13.51 billion, 
with operating profit down 2.8 percent at $1.74 
billion. Net income—at $1.071 billion—was down 
4 percent. “Market conditions and shipper prefer-
ences clearly affected our freight forwarding and 
international business,” said UPS Chairman and 
CEO Scott Davis. “Customers around the world 
continue to put greater emphasis on costs, rather 
than time of transit. We believe this change is 
cyclical as in the last few quarters there has been 
a trough in the innovation cycle.” Davis said that 
demand for new high-tech products traditionally 
drives demand for express bulk package airfreight 
out of Asia, and he added that some of the modal 
trade-downs may be permanent as more interna-
tional trade is being conducted regionally and sup-
ply chains are becoming more efficient. 

 TIA report says 3PL revenues see Q1 gains. 
As a whole, market conditions in the third-party 
logistics (3PL) sector appear to be holding up well, 
despite the uneven nature of the economy, accord-
ing to the first quarter 2013 TIA 3PL Market Report 
by the Transportation Intermediaries Association 
(TIA). Total revenue in the first quarter for all TIA 
member study participants—at roughly $2.27 bil-
lion—was up 3 percent compared to the first quar-
ter of 2012, and total shipments saw a 3.2 percent 
annual increase. First quarter invoice amount per 
shipment—at $1,739—dipped 0.2 percent annually, 
and profit margin—at 13.6 percent—was off by 0.7 
percent. According to the report, nearly 98 percent 
of 3PL revenue cited came from truckload, intermo-
dal, or less-than-truckload at 72 percent, 18 per-
cent, and 8 percent, respectively, with each of these 
modes seeing annual gains in shipments.

 Diesel prices heading back up. Through July 
23, the average price per gallon for diesel increased 
for three straight weeks for a cumulative 8.6 cents. 
These gains erased the 7.3 cent cumulative decline 
which occurred over the previous three weeks. 
Citing heighted tension in the Middle East, which 
has seen oil prices shift back to more than $100 

per barrel, coupled with summer driving season, 
many supply chain stakeholders are anticipating 
prolonged pain at the pump. Shippers have told 
Logistics Management (LM) that adjusting budgets 
is only part of the solution when it comes to deal-
ing—and living—with fuel price fluctuation. When 
asked if they expect to pay higher fuel surcharges 
in the coming months, a recent LM reader study of 
roughly 420 shippers found that 39.1 percent said 
yes they did, 44.1 percent said they did not expect 
to have to pay higher fuel surcharges, with 16.8 
percent stating that they were unsure.

 Oakland regroups. The Oakland Board of Port 
Commissioners unanimously approved a litigation 
settlement agreement with SSA Terminals, LLC, 
and SSA Terminals (Oakland), LLC (collectively, 
“SSAT”), one of the port’s major long-term seaport 
tenants. The settlement involves four of the Port’s 
seven marine terminals, and will create operationally 
the third largest terminal on the U.S. West Coast. In 
terms of size and operational efficiencies, this new 
“mega-terminal” will be more in line with competing 
terminals, allowing the port to sustain and attract 
more maritime cargo, which currently supports 
approximately 40 percent of the 73,000 jobs the 
port generates annually in the region. Meanwhile, 
the port’s new executive director, Chris Lytle, had 
his first day on the job. Lytle is the former execu-
tive director of the Port of Long Beach, the second 
busiest container port in North America.

 XPO Logistics set to acquire 3PD. The acqui-
sition train continues to roll along for non asset-
based 3PL XPO Logistics, with the most recent 
stop being July’s announcement that it plans to 
acquire 3PD Inc., the largest non-asset, third-party 
provider of heavy goods, last-mile logistics in North 
America. This transaction represents the largest 
financial outlay made by XPO since its Chairman 
and CEO Brad Jacobs and his firm Jacobs Private 
Equity and a group of investors made a $150 million 
commitment into Express-1 Expedited Solutions, a 
non-asset-based third party logistics transportation 
provider, and subsequently re-named the company 
XPO Logistics, in mid-2011. “They are a non-asset 
3PL like we are and matching shippers with carri-
ers to get freight moved just like XPO does,” XPO 



4    LOGISTICS MANAGEMENT | AUGUST  2013 WWW.LOGISTICSMGMT.COM

Get your daily fix of industry news on logisticsmgmt.com

 management
UPDATE AN EXECUTIVE SUMMARY OF INDUSTRY NEWS

Chairman and CEO Brad Jacobs told LM. “It’s a 
major milestone in our strategy, accelerates our 
growth rate, and is a strong strategic fit.”

 Dubai rocks. Construction has started on 
Emirates SkyCargo’s new terminal and supporting 
facilities at Dubai World Central Al Maktoum Inter-
national Airport, which is set to become the home 
of its freighter operations beginning May 2014. In 
addition to the cargo terminal, various facilities and 
infrastructure will be built, including 46 truck docks 
and 80 truck parking spaces, 12 aircraft stands, 
while additional interface facilities, including east 
and west cross docks, will be built at Dubai Inter-
national Airport. The construction company Amana 
Steel Buildings Contracting was awarded the con-
tract and recently started with the foundation work 
for the cargo terminal, with the first phase to be 
completed this December. 

 Blast off. With the start this fall of the widening 
and deepening of its 3.5 mile channel, Port Canav-
eral is also pursuing the development of an inland 
port near the north end of Brevard County, a region 
that has lost thousands of space-related jobs and 
is suffering the economic repercussions. Dedicated 
barges will carry cargo from Port Canaveral to 
inland transfer points and connect to the Florida 
East Coast Railway. The project involves reactiva-
tion of a rail spur in Port St. John, located just south 
of the city of Titusville. The port is planning for the 
potential of containerized cargo via the domestic 
marine highway or international feeder service from 
other ports to Central Florida distribution hubs and 
consumer markets. 

 Suez concern. Recent political unrest in Egypt 
has again raised the specter of the Suez Canal 
closing. However, if it were to be suddenly shut 
down tomorrow, it would not be catastrophic for 
the container industry. According to analysts at 
London-based Drewry Maritime Research, vessel 
schedules could be immediately adjusted to mini-
mize delays. The low probability of the Suez Canal 
closing has increased due to the threat of terrorist 
activity, concede analysts. However, many contend 
that there are still more than enough container ships 
to cope with the extra distance of sailing between 

Asia and Europe around the Cape of Good Hope, 
with transit times remaining a little longer due to 
their reserves of speed. As calculated last spring, 
average container vessel speed only has to be 
increased to 22 knots in each direction to avoid the 
loss of time.

 Emerging markets chugging along. Only a 
few years ago, there was talk of emerging markets 
decoupling from the developed economies and 
becoming the locomotives of global growth. Since 
2010, however, the slowdown in growth in some of 
the larger emerging markets (Brazil and India) has 
been dramatic and worrisome. Far from offsetting 
the lackluster growth in the U.S. and recession in 
Europe, the swoon in emerging markets has wors-
ened the global malaise. At 3.6 percentage points 
in 2012, the gap between emerging market and 
developed market growth was the narrowest in 10 
years. According to IHS Chief Economist Nariman 
Behravesh, however, the good news is that the fun-
damentals in many mature economies are solid and 
improving, although any significant pickup in growth 
is unlikely before the end of 2013. This delay means 
the current global growth slump will probably hit its 
nadir this year, before the new locomotives start to 
gain traction.

 Fiercer competition. In the not-so-distant 
past, the great cargo seaports in our global mar-
ketplace were fairly fixed destinations, with little 
incentive to change. Several disruptive develop-
ments on the horizon will alter that scenario. Rich 
Thompson, managing director of JLL’s Ports 
Airports and Global Infrastructure group, told LM 
that shippers should expect to see fierce compe-
tition among ocean cargo gateways in the near 
future. “Steamship lines are transitioning to larger 
and larger ships given the economies of scale 
involved,” he noted. “The ports must be able to 
accommodate these larger ships by establishing 
an environment for connectivity and more efficient 
throughput. This changes the focus from port 
capacity to throughput capacity.” That means bet-
ter automation, longer gate hours, and better IT. 
But it also means having a more complete inte-
grated vertical real estate solution to connect to the 
port system, added Thompson. �
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“The Business of America is Business.”— Calvin Coolidge

The Business of Alliance Shippers Inc. is . . . “To Manage Our Customers’ Business.”®

For more information about all of our services, visit us at: 
www.alliance.com

To our valued customers:

Alliance Shippers Inc.’s Perfect Shipment Program® is our operating process for providing on-time 
pick-up, railroad linehaul, and on-time delivery for all of our customers’ shipments to either themselves 
or their customers in the railroad intermodal mode.The data reflected on this page is a comparison of 
our on-time performance in the three aforementioned categories for our fiscal year 2012 versus our 
fiscal year 2013.

Two years ago, Alliance Shippers Inc. set a goal to reach a percentile of at least 98% of on-time 
performance in each of the three segments that go into a railroad intermodal truckload shipment.
For our fiscal year 2013, we have attained that goal.

I want to thank the thousands of trucking companies who are integral in this process who pick-up 
and/or deliver our customers’ business. I want to thank all the United States railroads for providing 
outstanding service in order for Alliance Shippers Inc. to reach our goals that allows us to fulfill 
our customers’ service expectations.

In today’s modern transportation world a company has to have the highest level of information 
technology, which Alliance Shippers Inc. has, a company “culture of service” and a roster of employees 
who are not only highly professional in their business responsibilities, but have practical experience 
in the railroad intermodal industry.

I congratulate all of the Alliance Shippers Inc. employees for their contributions in attaining this 98% 
achievement for fiscal year 2013.

There is an old saying that says “without a customer you have no business.” All of us at Alliance Shippers 
Inc. want to thank our customers for allowing us to provide service to them and their companies.

Respectfully,

Ronald Lefcourt
President, Alliance Shippers Inc.

Perfect Shipment® Intermodal Results 2012 vs 2013
Fiscal Year: 2012 Fiscal Year: 2013

Origin Railroad Destination Origin Railroad Destination
Pickup Linehaul Delivery Pickup Linehaul Delivery

July 98.8 96.3 96.6 98.9 98.0 97.8
August 98.7 96.3 96.8 99.0 98.5 97.9

September 98.8 96.9 95.3 99.0 98.4 97.6
October 98.7 97.8 95.8 98.8 98.4 97.5

November 98.6 96.5 97.3 98.7 98.1 97.5
December 98.8 96.9 95.3 99.0 98.4 98.0

January 98.9 97.8 97.8 99.0 98.7 97.9
February 98.3 98.2 98.2 99.0 98.5 98.0

March 98.6 98.5 97.2 98.9 98.1 98.4
April 98.5 98.3 98.1 99.1 97.0 98.7
May 98.9 97.4 98.1 99.1 97.7 98.3

June 98.6 98.2 97.8 98.7 97.5 97.9

12-Month Average 98.7 97.4 97.2 98.9 98.1 98.0
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It’s my distinct honor to present the logis-
tics and transportation community with 
the results of the 30th Annual Quest 
for Quality Survey. The publication in 
your hands marks the culmination of a 
six-month research project conducted by 
Peerless Research Group (PRG) that’s 
become known over three decades as 
the single most important measure of 
customer satisfaction and service perfor-
mance excellence available in the logis-
tics and transportation industry.

Over that time, Logistics Manage-
ment (LM) has used its August issue to 
officially announce the results of the 
Quest for Quality Survey and celebrate 
the carriers, third-party logistics pro-
viders (3PL), and U.S. ports that have 
earned the ultimate vote of shipper con-
fidence by receiving the highest scores 
across our service performance criteria.

But what makes the survey stand out in 
the market is the fact that the lists of win-
ners you’re about to see have been deter-
mined by LM readers—the buyers of logis-
tics and transportation services who put 
these carriers and service providers to work 
around the clock and around the globe. 

In fact, the most important element 
of the Quest for Quality Survey is that 
it allows shippers to vote in the type of 
services that they use on a regular basis 
and rank those carriers and providers 
that they work with every day. 

“The voting is by invite only,” says 
Judd Aschenbrand, PRG’s director of 
research. “In order to evaluate a provider, 
the voter must have experience with that 
specific provider at some point over the 
past 12 months. So, the Quest for Qual-
ity Survey goes beyond name recognition 
and popularity and is based on the merits 
and performance of the service provider.”

This year our research group received 
6,179 total responses—1,470 more than 
last year. This terrific level of response 
resulted in 129 transportation and logis-
tics service providers walking away with 

Quest for Quality gold this year. 
We’ve made a couple subtle tweaks 

this year in an effort to better represent 
the levels of services offered by 3PLs. 
With the help of Evan Armstrong and 
the team at Armstrong & Associates, 
the leading 3PL market analyst firm, 
we split the 3PL questionnaire into two 
categories: transportation management 
and value-added warehousing and dis-
tribution operations.

“Customers evaluate and select 3PLs 
based on their core competencies,” says 
Armstrong. “While larger 3PLs have 
integrated capabilities, the majority 
tends to be either transportation man-
agement or value-added warehousing 
and distribution operations centric. 
Therefore, it makes sense to evaluate 
providers separately in each segment.”

Last year we re-established our Ports 
category, and we’re pleased to be deliver-
ing the Quest for Quality Survey scores 
of the top North American Ports once 
again this year—and for many years to 
come. The positive response from ship-
pers and the ports themselves following 
last year’s results re-confirmed our belief 
that as these critical players continue to 
expand their portfolio of offerings they’re 
becoming an even more integral part of 
the global supply chain solution.

But now it’s time to recognize and 
celebrate the winners of the 2013 Quest 
for Quality Awards. The lists that begin 
on page 30 represent those carriers 
and service providers that LM readers 
believe have gone above and beyond 
over the past 12 months to earn Quest 
for Quality Gold.

Quest for Quality: Simply the best

Michael A. Levans, Group Editorial Director
Comments? E-mail me at  
mlevans@peerlessmedia.com
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priceTRENDS
Pricing across the transportation modes

TRUCKING
In the latest survey of truckers, average transaction prices 
increased 0.5% from month-ago and 1.9% from same-month-year-
ago. The only reason industry-wide trucking prices increased at all 
was due to LTL’s inflationary fuel. LTL fleet operators report average 
prices revved up 2.2% from month-ago and 5.6% from same-
month-year-ago. Signaling yet another downshift in trucking’s infla-
tion trajectory, all other segments of this market saw prices stall or 
fall in June 2013. In fact, in the second quarter of 2013, average 
prices overall declined 0.1% from same-period-year-ago. That’s the 
first quarterly price cut in over three years. We now forecast truck-
ing prices to accelerate at slower 1.4% pace this year and 2.4% 
next year.

AIR
Still struggling to exert pricing power, new surveys of U.S.-
owned firms flying freight on non-scheduled (chartered) planes 
show same-month-year-ago respective price cuts of 5.9% and 
3.3% for domestic and international service. Meanwhile, airliners 
coasted another month with minimal price changes for flying cargo 
in the belly of planes on scheduled flights. Average prices for this 
service dipped 0.1% on the heels of May’s meager 0.1% price hike. 
As a result, in the second quarter of 2013, prices increased only 
0.07% from same-period-year-ago. Revised downward slightly, we 
see average prices for cargo service via scheduled flights increas-
ing 0.8% in 2013 and 1.5% in 2014.

WATER
Leading an inflation retreat, barges plying inland waterways 
reported their third consecutive monthly price cut in June. Thus, in 
the second quarter of 2013, inland waterway freight prices dropped 
2.5% from same-period-year-ago. At the same time, U.S.-owned 
vessels transporting in deep seas report prices dipped 2.3% while 
coastal and intercoastal freight prices likewise floated down 1.9%. 
Sailing against the current, meanwhile, Great Lakes/St. Lawrence 
Seaway freight prices pushed up 8.1%. Our annual inflation fore-
cast for all waterborne freight transportation services has been 
revised downward again. We now predict prices to increase 0.6% 
this year and 2.4% next year.

RAIL
While carload rail freight traffic increased 1.2% from May to 
June 2013, carload rail prices declined 0.7% at the same time. 
Meanwhile, intermodal rail prices have fallen for all three months in 
the second quarter of 2013. When reviewing quarterly price charts, 
a slowdown in the inflation trend for rail transportation remains the 
most salient feature. In the quarters ending June 2011 and June 
2012, rail transportation prices accelerated from year-ago levels at 
a 9.6% and 4.1% pace, respectively. Now, in the latest June 2013 
accounts, railroads pushed through an even slower 2.8% price 
increase. The forecast for rail transportation inflation remains 3.7% 
in 2013 and 2% in 2014. 

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

Deep sea freight -0.3 -2.2 -2.9
Coastal & intercoastal freight 0.5 0.9 -1.6
Great Lakes/St. Lawrence Seaway 1.9 3.3 11.4
Inland water freight -0.7 -6.1 -3.0
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Rail freight -0.6 1.3 1.7
  Intermodal -0.1 0.8 1.9
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% CHANGE VS.: 1 month ago 6 mos. ago 1 yr. ago

Air freight on scheduled flights -0.1 0.4 0.2
Air freight on chartered flights 0.5 -5.3 -5.1
Domestic air courier -0.9 2.0 1.6
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2013 Peak Season prospects 
remain mixed
Despite similar forecasts to last year, slightly more than half of the shippers recently 
surveyed by Peerless Research Group expect a more active Peak Season.

By Jeff Berman, Group News Editor

FRAMINGHAM, Mass.—A slow eco-
nomic recovery, fairly stagnant import 
volumes, cautious consumer spending, 
low GDP growth, sufficient inventory 
levels, and stubbornly high unemploy-
ment are culprits that are putting a 
crimp in what used to be Peak Season.

Over the past few years, there were 
suggestions—or even hope—that 
Peak Season was back based on fair-
ly strong first half economic perfor-
mances spurred by aggressive inventory 
rebuilds. But again, the prospects for a 
traditional peak appear to be fleeting.  

We’re now seeing fairly flat annual 
volume growth in most modes of freight 
transportation through the first half of 
2013. Opinions on whether or not a 
Peak Season will occur this year appear 
to be mixed, according to the findings 
of a recent Logistics Management (LM) 
reader survey conducted by Peerless 
Research Group (PRG). 

The survey, which polled 267 buyers 
of domestic and global freight transpor-
tation and logistics services, found that 
51.1 percent expect a more active Peak 
Season compared to last year, with 38.5 
percent expecting it to be the same, and 
10.5 percent think it will be less active. 

Interestingly enough, despite simi-
lar economic conditions compared to 
a year ago, this year’s survey trumps 
2012’s on the “optimism” front, which 
found only 40 percent expecting a more 
active Peak Season last year. Those 
respondents that expect a true peak 
cited things like an improving housing 

market, improved access to capacity, 
and an uptick in some economic indica-
tor such as consumer confidence. 

What’s more, the National Retail 
Federation is calling for 2013 retail 
sales to be up 3.4 percent annually in 
2013. 

“The economy is beginning to grow 
and people are spending money,” a retail 
shipper respondent told us. “Compa-
nies are starting to forecast and build 
for their Peak Seasons rather than wait 
and lose revenue because product was 
not where it should have been 
when needed.”

Another shipper explained 
that business trends over the 
past five months are better than 
last year at this time, which he 
said serves as an indication that 
overall annual volumes will be 
at a higher level for this year’s 
Peak Season than last year. 
Shippers that say they’re not 
expecting much in the way of a 
meaningful Peak Season point-
ed to flat economic conditions 
as the primary reason.

Ben Hackett, founder of 
maritime consultancy Hackett 
Associates, said that it’s fair to 
assume that Peak Season may 
be somewhat tempered again 
this year, explaining that con-
sumers continue to maintain 
a modicum of confidence and 
importers have been building 
up their inventories. 

But that does not mean everything is 
going great either, Hackett cautioned, 
telling LM that U.S. consumer demand 
still remains weak at a 1 percent growth 
rate even though the GDP is slightly 
above 2 percent. 

“The inventory-to-sales ratio has also 
gone up and is close to pre-recession 
levels that were last seen around 2006,” 
added Hackett. “That’s a potential warn-
ing sign, and it also means there’s enough 
inventory in stores which do not require 
importers to have a big Peak Season.” 

Mixed expectations 
for Peak Season

Source: Peerless Research Group (PRG)

38.5% expect
it to be the same
as last year

10.5% expect
it to be less active
than last year

50% expect
it to be more 
active than a
year ago

Half of survey respondents said they expect 
Peak Season to be more active than last year.
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While the tour was largely viewed 
as a photo opportunity, logisticians and 
advocates of a smoother, more efficient 
domestic transportation system said that 
while such “listening sessions” are useful 
to a degree, the real work for these con-
gressmen and women remains when they 
return to their desks in September.

“Supporting infrastructure is a no-risk 
proposition,” said Mike Regan, head of 
the advocacy committee for the National 
Shippers Strategic Transportation Coun-
cil (NASSTRAC). “In my opinion, what 
you’re seeing is a lot of gesturing for the 
cameras with no substantive plan on how 
to pay for it.”

Regan should know. He helped orga-
nize a one-day “fly-in” last year to help 
educate Congress on the importance of 
sufficiently funding a long-term transpor-
tation bill. What he and other NASSTRAC 
members got was a 20-month highway 
bill that basically froze highway funding 
at previous spending levels.

While that 20-month bill was better 
than the nine previous stop-gap funding 
measures of six-months or less in dura-
tion, Regan said it’s far from what the 
country needs to adequately address its 
crumbling infrastructure needs. That 
bill expires Sept. 30, 2014, and the 
groundwork already is being laid for 
a comprehensive, multi-year bill that 
addresses spending needs with ade-
quate and innovative revenue sources.

“The issue is putting that support into 
a tangible action plan that can be sold to 
the voters,” Regan explained. “For all the 
pontification by Congress on this issue, 
my answer is: So what? What’s going to 
happen? How are we going to pay for it?”

What’s needed, Regan and others are 
telling Congress behind the scenes, is a 
long-term highway bill (ideally 4 years to 6 
years), with adequate funding levels, that 
will allow road builders and local planners 
to sufficiently plan for the future. 

“First of all, we need a long-term 
solution,” Regan said. “These continu-
ing resolutions and short-term funding 
methodologies don’t help us find a long-
term solution. We don’t decide today to 
build a road tomorrow. It’s a three-, five-, 
sometimes 10-year process. We need a 
long-term fix.”

—John D. Schulz, Contributing Editor 

INFRASTRUCTURE 

Congress seeks to find path from freight  
transport “patchwork” to seamless “network”
WASHINGTON, D.C.—How does this 
country get from its current “patchwork” 
of individual modal networks to a coordi-
nated “network” of streamlined efficiency 
to aid, instead of hamper, our freight and 
logistics supply chain system?

That’s a great question, and Congress 
appears to want to know.

Prior to leaving town for its lengthy 
summer recess, top Congressional repre-
sentatives on an important transportation 
committee visited a FedEx hub and a 
leading intermodal port to get a feel for 
the importance of logistics to the overall 
U.S. economy.

Led by Rep. John J. Duncan, Jr. 
(R-Tenn.), chairman of the House Trans-
portation and Infrastructure’s “Panel on 
21st Century Freight Transportation,” 
the group toured a FedEx hub in Mem-
phis as well as the Port of Memphis and 
met with representatives of the region’s 

freight transportation community.
After visiting the Port of Memphis, the 

fourth largest inland port in the U.S., the 
panel also received briefings on inland 
waterways issues in general. After that 
tour, the group crossed the Mississippi 
River to West Memphis, Ark., to meet 
with various representatives of the Arkan-
sas and Tennessee transportation and 
business communities to discuss freight 
transportation challenges.

“The movement of goods across our 
nation may not always grab headlines, but 
the efficiency of freight transportation 
impacts the lives of every American on a 
daily basis,” Duncan said.   

He noted that transportation accounts 
for up to 10 percent of a product’s total 
cost, so bottlenecks and limitations in 
the transportation system can signifi-
cantly drive up the cost of everything 
consumers buy.  

CEVA Logistics CEO Marv Sch-
langer was somewhat more optimistic 
in terms of his expectations for Peak 
Season. “I would say that I’m cautiously 
optimistic,” he said. “There is a little 
momentum in the U.S. economy with 
a somewhat brighter employment out-

look, the auto market is very strong, and 
now there’s some life in housing. Those 
are pretty good principles to start from 
and would lead me to believe this year 
will be better than the last few years, 
but it is still a little too early to tell at 
this point.”

 “Supporting infrastructure is a no-risk 
proposition. In my opinion, what you’re 

seeing is a lot of gesturing for the 
cameras with no substantive plan on 

how to pay for it.”

—Mike Regan, head of the advocacy  
committee for the National Shippers  

Strategic Transportation Council 
(NASSTRAC)
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TRUCKING

Driver turnover rates 
increase in fi rst 
quarter, according 
to ATA data
WASHINGTON, D.C.—Regardless 
of some tangible evidence of economic 
improvement, one related area continu-
ing to come up short is the finding, hiring, 
and retaining of qualified truck drivers. 

In the first quarter edition of its Truck-
ing Activity Report, the American Truck-
ing Associations (ATA) said that the turn-
over rate for large and small truckload 
carriers actually rose, citing an improving 
economy and stiff competition for well-
trained drivers.

First quarter turnover for large truck-
load fleets—that have at least $30 mil-
lion in annual revenue—hit 97 percent, 
which tops the fourth quarter’s 90 per-
cent and represents the highest quarter 
since the third quarter of 2012, which 
reached 104 percent. The 97 percent 
turnover rate was slightly below the 2012 
cumulative average of 98 percent. 

The turnover rate for smaller truck-
load fleets hit 82 percent in the first 
quarter, up from 76 percent in the fourth 
quarter, matching the 2012 average and 
below the most recent high of 94 percent 
in the third quarter of 2012. And on the 
less-than-truckload side, which the ATA 
said is typically far less volatile than other 
trucking segments, first quarter turnover 
increased 15 percent over the 10 percent 
increase in the fourth quarter. 

“Our data shows that competition 
for drivers across the industry remains 
high,” said ATA’s Chief Economist Bob 
Costello. “It is our fear that this compe-
tition for drivers may be exacerbated by 
losses in productivity caused by recent 
regulatory changes such as the new 
hours-of-service rules. If the economy 
continues to improve as we expect it to, 
we’ll see competition for drivers inten-
sify, which will increase not just the 
turnover rate and exacerbate the driver 
shortage, but will push costs for fleets 
higher as well.”

As Logistics Management has report-
ed, driver turnover and tight capacity are 
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two things that clearly go hand in hand 
in the trucking industry, especially during 
the current tight market conditions that 
have been spurred on by a relatively slow 
economic recovery and the December 
2010 implementation of CSA, as well as 
the July 1 changes to truck driver hours-
of-service (HOS).

Projections from freight transporta-
tion forecasting consultancy FTR Associ-
ates estimate that this problem is likely to 
get worse, and by 2014 the driver short-
age could be in the range of 250,000. If 
this number is realized, Stifel Nicolaus 
analyst John Larkin said that it would 
create a capacity shortage that would 
quickly translate into “fairly sizable rate 
increases,” steeper than what occurred 
during the slow growth period over the 
last couple of years. 

While the driver turnover rate, espe-
cially for large carriers, remains high, it 
could reach even greater heights should 
the economy see material gains. 

“If the economy were to recover quickly, 
there could be some unintended conse-
quences,” said Derek Leathers, president 
and chief operating officer of Werner 
Enterprises. “The driver shortage would 
be much tighter and more acute and make 
things that much tougher for carriers. We 
simply won’t be able to fill enough trucks to 
haul the freight produced if things take off.”

The Werner executive added that cur-
rent math does not support it, given the 
fact that the average age of the U.S. truck 
driver is close to 50, coupled with the 
hundreds of thousands of drivers age 60 
or above that are retiring. 

—Jeff Berman, Group News Editor

RAIL

AAR’s Hamberger tells 
Senate panel 2015 
PTC deadline may not 
be feasible
WASHINGTON—While the deadline 
for railroads to install Positive Train Con-
trol (PTC) technology is December 2015, 
the top executive of the Association of 
American Railroads (AAR) recently told 
a Senate Commerce Committee that tar-
get may be somewhat overly ambitious. 

The objective of PTC systems is to 
prevent train-to-train collisions, over-
speed derailments, and incursions into 
roadway work limits. PTC sends and 
receives a continuous stream of data 
transmitted by wireless signals about the 
location, speed, and direction of trains, 
according to the Federal Railroad Admin-
istration (FRA). 

PTC systems, added the FRA, utilize 
advanced technologies including digital 
radio links, global positioning systems 
and wayside computer control systems 
that aid dispatchers and train crews in 
safely managing train movements.

A mandate for PTC systems was 
included in House and Senate legisla-
tion-H.R. 2095/S.1889, The Rail Safety 
and Improvement Act of 2008. The leg-
islation was passed shortly after a Sept. 
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12, 2008, collision between a freight train 
and a commuter train in Los Angeles. It 
calls for passenger and certain hazmat rail 
lines to take effect by 2015 and autho-
rizes $250 million in Federal grants.

“A lot of progress toward implement-
ing PTC has been made to date, and 
railroads are working extremely hard to 
meet the 2015 deadline, collaborating 
with federal regulators and suppliers all 
throughout the process,” AAR President 
and CEO Ed Hamberger told the panel. 
“There will be a lot of PTC implemented 
throughout the nation’s rail network by 
2015, but there will not be a fully interop-
erable system in place by then.”

Hamberger went on to explain that 
roughly $2.8 billion has been spent since 
2008 on implementing PTC technology 
in an effort to meet the December 2015 
deadline as mandated by the Rail Safety 
Improvement Act. But because of tech-
nological and non-technological chal-
lenges that have arisen throughout the 
implementation process, freight railroads 
have determined it will not be possible 
to have a fully interoperable nationwide 
PTC system up and running by the 2015 
deadline. 

Further adding to the PTC-related 
challenges, said Hamberger, is the Fed-
eral Communications Commission’s 
(FCC) regulatory process for construct-
ing and placing PTC antenna structures, 
with railroads needing to install more 
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COLD CHAIN

Peru seeks to 
strengthen its “cold 
chain” with North 
America

MIAMI—As noted elsewhere in this 
issue, (Focus on South America, page 
62) the southern hemisphere is attract-
ing more attention from U.S. shippers 
intent on sourcing from some of the more 
developed countries in the region. This 
is especially true of high-end perishable 
commodities like fruits and vegetables

During last month’s Peru Investors 
Forum in Miami, the Port of Miami met 
with representatives from Peru to discuss 
options for increased trade between the 
South American country and this leading 

“It is safe to assume that PTC deploy-
ment will be further delayed,” added 
Hamberger. 

PTC has been commonly referred to 
as the “unfunded mandate” in railroad 
circles. A major concern of freight rail-
roads has been that PTC rules finalized 
in January 2010 that required PTC on 
sections of tracking where the cost is not 
justified, according to a March 2011 Wall 
Street Journal report.

A report on PTC prepared for the 
AAR by management consultancy Oliver 
Wyman stated that without external fund-
ing, the PTC requirement will remove 
capital away from capacity expansion 
and other programs required by railroads 
at a time when the economic recovery 
is going to require additional railroad 
infrastructure.

The report added that the $5 billion 
cumulative PTC investment required by 
Class I railroads equals what the Class I 
carriers have doled out over the last four 
years, coupled with them having to spend 
hundreds of millions of dollars per year to 
maintain the PTC system.

Oliver Wyman Managing Director Bill 
Rennicke told Logistics Management that 
the PTC legislation is essentially a safety 
mandate, which ultimately will be paid for 
by shippers in the form of increased rates.

—Jeff Berman, Group News Editor

than 20,000 new antenna structures 
nationwide to transmit PTC signals. 

The AAR said that according to the 
FCC, all PTC antenna structures are 
subject to the National Environmental 
Protection Act and National Historic 

Preservation Act, and under FCC rules, 
every PTC antenna could be subject to 
a separate environmental evaluation pro-
cess. This is problematic, because each 
of the 20,000-plus antennas needs to be 
reviewed separately. 
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U.S. cargo gateway. 
Over the past several years, Port of 

Miami and officials from Peru along with 
importers, growers, and customs brokers 
have been working toward meeting the 
demands of U.S. consumers for fresh 
produce during winter months. 

 In the past, certain Peruvian products 
could only enter the U.S. via certain north-
eastern ports; however, on October 1 a new 
pilot program will go into effect allowing 
cold treatment products to be imported 
directly to the Port of Miami.

Thanks to the efforts of U.S. Customs 
and Border Patrol, the U.S. Department 
of Agriculture, and the Florida Perishables 
Coalition, grapes and blueberries will trav-
el directly from Peru to the Port of Miami. 
The produce will be cold treated prior to 
its departure from Peru and will arrive 
ready for immediate distribution and sale.

Cold treatment is a process performed on 
fruits and vegetables that entails sustained 
refrigeration sufficient to kill pests associ-
ated with imported fruits and vegetables.

According to Port of Miami’s Execu-
tive Director Bill Johnson, this produce 
will be able to reach 70 percent of the 
U.S. population in four days or less.

“This opens up opportunities for both 
our countries and we look forward to 
increasing bilateral trade,” said Johnson.

Meanwhile, outdated infrastructure 
in Peru’s highly centralized seaport sys-
tem is a major challenge facing the coun-
try’s supply network, according to the 
Foreign Commerce Society of Peru.

The agency has recently emphasized 
the need for modernizing the ports so 
Peru can sustain its economic growth and 
keep pace with its neighbors.

According to Business Monitor Inter-
national (BMI), customs officials at the 
Peruvian port of General San Martín do not 
use electronic devices for basic procedures 
as filling out merchandise declarations.

“This has caused a bottleneck of mer-
chandise, which is impeding the competi-
tiveness of Peruvian exporters,” BMI said.

Necessary infrastructure changes to 
improve the supply network—and take 
advantage of the U.S.-Peru free trade agree-
ment—include increasing storage zones, 
providing updated technology, and improv-
ing Peru’s regional ports. This would help 
to “decentralize” the system, added BMI.

—Patrick Burnson, Executive Editor
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Newsroom Notes 
with Jeff Berman

Marketplace Fairness Act may raise prices, 
but won’t curtail e-commerce activity

E-commerce has been a boon for consumers for 
many reasons, including being able to “shop” from 
home, not having to go to the mall, and ease of use. 
There’s also the matter of not having to pay sales taxes, 
which serves as a benefit to many consumers, especially 
during these uneven economic times. 

But the days of consumers not having to pay taxes 
for online purchases may soon come to an end due to 
a piece of legislation recently passed by the U.S. Sen-
ate entitled the Marketplace Fairness Act. According 
to marketplacefairness.org, this bill grants states the 
authority to compel online and catalog retail-
ers (“remote sellers”), no matter where they 
are located, to collect sales tax at the time of 
a transaction—exactly like local retailers are 
already required to do.

The site added that the Marketplace Fair-
ness Act requires that states simplify their 
sales tax laws in order to ease those con-
cerns and make multistate sales tax collection 
easier.

Just how much of an impact—if any—
will be felt from this bill should it be signed 
into law remains to be seen. However, given the 
increasing growth of e-commerce, and the increased 
bottom line for parcel bellwethers UPS and FedEx, it 
stands to reason that the effects of the bill could be 
minimal even though we consumers may have to pay 
a little bit more for that hockey stick or new shirt we 
order online. 

That was the prevailing sentiment from Rob Marti-
nez, president and CEO of Shipware Systems Corp., a 
parcel shipping technology services company. “While 
Fred Smith of FedEx, Scott Davis of UPS, and other 
parcel industry executives have been quite vocal 
on some legislative issues, I don’t see much regard-
ing online sales taxes,” he recently said. “UPS and 
FedEx have obviously benefited from the growth in e- 
commerce in recent years, and continue to do so. With 
the USPS, parcel services are growing and are profit-
able. I’m surprised these companies are not actively 
lobbying to squash proposals for online taxes.”

Alternatively, Martinez surmised that UPS and 
FedEx might have realized that online sales taxes may 
eventually mirror sales taxes in cash-strapped states. 
Martinez added that he believes that the online sales 

tax will not have much of an impact on e-commerce 
growth in the future, due to the fact that consumers 
shop online for the benefit of saving time, lower cost 
of goods, home delivery, free shipping, and easy return 
policies.

Jerry Hempstead, president of parcel shipping ana-
lyst firm Hempstead Consulting, noted that while 
online purchasing has taken off because of its con-
venience, people have become accustomed to being 
taxed. “People should be outraged that our elected offi-
cials are enabling this new tax on us, but my opinion is 

that the tax will not drive people back into retail stores,” 
he said. “People enjoy the tremendous convenience of 
online shopping.”

If the Marketplace Fairness Act does get signed into 
law, it’s hard to imagine any type of material decrease 
in e-commerce activity. What’s more, the growth 
of e-commerce has seen more than a few retailers  
revolutionize their order fulfillment and shipping pro-
cesses just to get into the e-commerce game—all steps 
that are essentially necessary to survive, compete, and 
to grow. �

“People should be outraged that our elected 
officials are enabling this new tax on us, but  
my opinion is that the tax will not drive people 
back into retail stores. People enjoy the 
tremendous convenience of online shopping.”

 —Jerry Hempstead, president, Hempstead Consulting
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Moore on Pricing

Shippers and carriers need to get 
smart on LTL costs

In the past months, ABF Freight System and UPS 
Freight announced 5.9 percent general rate increases, 
effective May 28 and June 10, respectively. Con-way 
Freight will raise its LTL rates 5.9 percent on June 24. 
On June 10, FedEx Freight announced a 4.5 percent 
GRI in non-contract base rates effective July 1, and 
other large carriers are expected to follow suit over the 
next several weeks.

However, these reported jumps in prices seem curi-
ous to shippers who are experiencing price deflation as 
competition heats up in consumer markets. 

A shortage of capacity does not seem to be the 
problem. The trucking industry continues to buy new 
equipment and appears to be expecting growth. 
New Class 8 truck orders are 27.7 percent higher 
than last year, according to freight transportation 
research firm FTR Associates, and hiring is 3 per-
cent above last year according to the U.S. Bureau 
of Labor Statistics. This indicates that capacity is 
increasing, and therefore more competition should be 
popping up to solicit more freight from shippers.

Carriers appear to be attempting to increase operation 
margins from 96.4 percent back to the 93 percent range 
that they enjoyed in 2008. Many shippers are pushing 
back as they simply can’t pass these increases on to their 
customers, and they don’t necessarily see improved ser-
vices at the level that will help them win more business.  

However, we are seeing new ideas emerging in the 
LTL pricing market. The increased use of density pricing 
is an example. Density pricing, based on a combination 
of weight and cube, allows shippers and carriers to work 
together on packaging and pallets to find savings for both 
parties. 

Density deals with two critical variables in freight 
transport: space capacity and weight capacity usage of the 
carrier’s equipment. As the dimensions and the weight are 
known quantities, it can serve as a more efficient determi-
nation of freight price. Depending on how much capacity 
you’re using, the trucker can charge you a portion.  

Of course there are many more variables, includ-
ing time, distance, and insured value being just 
three. And for sophisticated shippers and carriers, 
the negotiation of contracts involves balancing each 
of the elements affecting their freight.  

“You need to improve efficiencies, know your costs, 
and arrive at a fair and equitable rate for the service 
you’re providing,” says Old Dominion’s CEO David 
Congdon. These words don’t just apply to smart carri-
ers, but to shippers as well. This simply means that the 
market needs to change the way it thinks about LTL 
freight pricing.  

LTL pricing is not a simple table with applicable dis-
counts, as many rate bureaus would have you believe. 
Both parties need to put aside these tables and unbun-
dle rates into component costs. Together, they need to 
begin to test adjustments to the operational drivers of 
these costs. This means fully understanding who pays 

for insurance, how long trucks were held for unloading, 
who will load and unload, pickup hours, accessorial 
service needs, density of the freight, and a dozen or 
more other variables. 

The goal should be transparency and flexibility to 
help both the carrier and shipper save money.  

Of course, the 800-pound gorilla in the room is the 
transportation management systems (TMS) we now 
use for freight pricing and payment. Most of these 
are simplistic when it comes to freight price look-up, 
and many will not hold dimensions needed for density 
pricing calculations—at this point, they’re seeking one 
number for each load that can be applied based upon 
tables. New work is emerging here as well, with cloud 
based software services providing the ability to manipu-
late and confirm price changes in real time and provide 
variables in many price elements.  

It’s clear that the market will need these tools to 
allow better deal making and easier freight audit and 
payment in order to ring out more profit for carriers. 
Both parties need to strive for what FedEx Freight CEO 
William Logue calls “the right volume at the right rate 
into the right network.” Only then can we see productiv-
ity gains improve margins for carriers rather than price 
increases well above the general inflation rate. �

LTL pricing is not a simple table with 
applicable discounts, as many rate 
bureaus would have you believe. 
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Pearson on Excellence

Global growth requires more  
than emerging markets 

A lot of global companies are hoping that emerging 
markets will prop up their bottom lines. They could be 
disappointed. 

India’s growth rate in 2012 was the lowest it’s been 
in a decade. Economic expansion in Brazil is also slow-
ing. Even China is losing some steam, with industrial 
production and import levels trending down. Other 
hotspots still exist, but they may not be enough to 
provide all of the financial sustenance companies need. 

So, if new markets are getting old, what global 
growth strategy might be more fruitful? How about a 
formal plan for understanding and catering to changing 
consumer behaviors?

Consider a recent Accenture survey of 20 sectors 
that are particularly beholden to new buying patterns, 
such as video on demand, fair trade goods, low-cost 
airlines, and digital music. Accenture is forecasting a 20 
percent compound annual growth rate for these indus-
try types. That’s 3.5 times faster than the projected 
growth of emerging economies.

Simply put, huge numbers of consumers are alter-
ing their buying behaviors. Millions are becoming more 

networked—using digital technologies to obtain products 
and services and advise their friends and family members. 

Other large groups are looking for unique shopping 
experiences. Still more are embracing collaboration and 
social responsibility—buying local and considering the 
environment before purchasing. Companies that can 
identify, speak to, and serve populations like these are 
likely to grow more quickly than their less insightful 
peers. Many also share three characteristics: analytics 
expertise, adaptive mindsets, and agile organizations.

Analytics expertise
Analytics-enabled insights are key to helping companies 
understand customers and improve customer experi-
ences. Consider gaming company Activision Blizzard 
which, in 2012, partnered with several analytics firms 
to perform gaming assessments. 

One firm captures data on 190,000 games and 250 
million consumers daily—data that Activision Blizzard 
can use to make better game-development decisions. 
The second firm specializes in behavioral analytics, 
which helps Activision Blizzard “balance and optimize” 

games in real time. 
Activision Blizzard has been par-

ticularly successful using analytics to 
thrive in the mobile games market. 
For one game—Skylanders Cloud 
Patrol—analyses revealed that users 
were seldom changing from one 
character to another. The company 
responded by tailoring the game to 
give each character specific powers. 
Activision Blizzard also has used ana-
lytics to customize games by country.

Growth of many BRIC markets slows
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Growth is slowing in most BRIC 
countries, but economic and con-
sumer spending remains strong 
in “Horizon 2” markets such as 
Indonesia, Mexico, and Turkey. Still, 
strategies that work to identify and 
serve changing consumer groups 
could prove more fruitful than rely-
ing solely on emerging markets.
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has benefited greatly. 
Each of the above-mentioned compa-

nies recognized the potential of identify-
ing changing consumer affinities. They 
also made sure that their operations 
were fully able to leverage the resulting 

opportunities. This ability to understand 
and take advantage of consumer shifts 
may not be the only way to stay prosper-
ous, but it might be the most enduring. 
After all, a given market’s attractiveness 
ebbs and flows. But change is forever. �

Adaptive mindsets
Companies that align themselves with 
shifting consumer patterns embrace dis-
ruption because they are “psychological-
ly” receptive to perpetual change. These 
organizations are also good at detect-
ing threats and formulating innovative 
responses.

Several years ago, a thorough exami-
nation of its industry spurred Hertz to 
court a segment at the edge of its main-
stream business—the urban consumer 
who spurns car ownership in favor of car 
sharing. 

Hertz On Demand began modestly in 
2008, offering electric cars, luxury cars, 
and other options for round-the-clock, 
short-term usage with hourly rental fees 
that include gas, insurance, and roadside 
assistance. Hertz also addressed the new 
segment via acquisitions, acquiring Paris-
based Eileo, a developer of car-sharing 
technology, and Flexicar, a leading car-
sharing company in Australia. By 2012, 
Hertz On Demand had 130,000 mem-
bers and projected revenues of more than 
$30 million.

Agile organizations
Companies need flexible organizational 
structures to take their consumer insights 
and create new, scalable offerings. A good 
example is eBay’s ability to continue ben-
efiting from the expanding segment of 
consumers who use online platforms to 
buy and sell products. 

In 2000, the newly launched Pay-
Pal averaged about 50 times more pay-
ments per day than eBay’s proprietary 
online payment offering. In 2002, eBay 
acquired PayPal and worked the acquisi-
tion into its business model. By 2011, 
PayPal accounted for 38 percent of eBay’s 
total revenues. 

In 2007, eBay expanded its portfolio 
of consumer-seller businesses by acquir-
ing StubHub, the fan-to-fan event-
ticket reseller. Like PayPal, StubHub’s 
growth soon began to outpace that of 
eBay’s auction site. Despite its increas-
ing relationships with sports teams and 
venues, StubHub’s growth is still gen-
erated mostly by individual and part-
time resellers. And by smoothly working 
StubHub into its business model, eBay 
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Andreoli on OIL+FUEL

Diesel/natural gas price differential 
narrowed in first half of 2013

One needs to look no further than the futures 
market for evidence that analysts’ forecasts are rarely 
correct. In every trade, the buyer believes that prices 
will rise, and the seller believes the exact opposite. Not 
often do you see an analyst publicly reflect on a prior 
forecast—except, of course, when their goal is to make 
a “victory lap.”

There is value, however, in revisiting forecasts 
because critical reflection helps the analyst to refine 
assumptions and provides insight into complex relation-
ships between dynamic variables. 

As individuals we do this regularly in everyday life. 
For example, I was recently introduced to archery. Only 
after purchasing all the equipment did I learn that 
the system of shooter, bow, and arrow is significantly 
complex—and that the particular arrows I purchased 
were too stiff for my bow. Through research I came to 
understand the complexity of the system; and this, in 
turn, allowed me to troubleshoot the problem. 

Oil and natural gas markets are similarly complex, 
and predicting precisely where oil and gas prices are 
going to be at some predetermined point in the future 
could be accurately described as a fool’s errand. How-
ever, it’s an essential exercise for anyone who is consid-
ering investment in natural gas powered trucks. 

Luckily for analysts like me, success in forecasting 
is graded on a curve. Hitting the target consistently is 
worth something even if the arrow does not regularly 
find the bull’s-eye.

Over the last year and a half, the domestic natural 
gas market has been a frequent topic covered in this 
column. I have consistently asserted that the extremely 
low prices are transitory, though the timing and the 
magnitude of the inevitable price increase remain stub-
bornly elusive. At the beginning of the year I forecasted 
that the price differential would narrow as natural gas 
prices rise and diesel prices remain flat. 

On the diesel side, my forecast is rooted in a complex 
model designed to predict global surplus oil production 
capacity. This model allows various supply and demand 
scenarios to be evaluated. And under the most likely 
set of macroeconomic conditions, surplus production 
capacity was expected to increase moderately through 
the year. This increase was expected to be high enough 
to reduce price volatility, but not high enough to bring 
prices down. This forecast proved to be right for the 
right reasons. Consider that a “victory lap.”

The domestic natural gas market is significantly 
more complex than oil and diesel markets, and there are 
a large number of important “unknowable unknowns.” 
The most important of which is the marginal cost to 
produce a unit of natural gas through hydraulic fractur-
ing. Estimates of breakeven prices range from $4.70 
per Mcf for wells with low production decline rates to 
$9.00 per well for wells with high decline rates or low 
initial flow rates. 

At the beginning of the year, the second important 
“unknowable unknown” was the staying power of the 
natural gas glut, which pushed prices down from $5.69 
per Mcf in January 2010 to $1.89 per Mcf by April 
2012. At the time, the trend in rig counts provided 
strong indication that the glut would be temporary. Rig 
counts had declined nearly 50 percent, from 811 in 
January 2012 to 429 in January 2013. 

According to the data crunchers at the Energy Infor-
mation Administration, “the average spot natural gas 
prices at most major trading points increased 40 percent 
to 60 percent during the first half of 2013 compared to 
the same period in 2012.” Two processes are at work 
here: Low prices have caused growth in supply to slow 
and growth in demand to accelerate.

While my arrow clearly hit the target—natural gas 
prices increased as predicted—my aim was high. I had 
expected prices to rise north of $5 per Mcf, but the aver-
age price only just barely broke $4 per Mcf for a brief 
period, and over the first half of 2013 averaged only 
$3.75. With hindsight, I see that in my analysis, I had 
overestimated the slowdown of supply growth.

Looking forward, I expect the diesel/natural gas 
price differential to continue to contract through the 
end of the year. On the natural gas side, rig counts 
have averaged just 355 over the last three months. By 
comparison, 1,461 rigs were drilling for natural gas in 
April 2008. 

On the diesel side, oil production in the U.S. and 
Iraq continues to grow rapidly while emerging market 
demand will continue its lackluster performance.

Learning from my earlier forecast, I expect natural 
gas prices to average $4 to $4.25 per Mcf through the 
second half of the year. At this price level the incentive 
to drill new wells will remain slight. Consequently, 
there is a possibility for a dramatic reversal in gas stor-
age from relative glut to scarcity sometime over the next 
12 months. �
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T
he editorial staff of Logistics 
Management (LM) is proud 
to unveil the results of the 
30th Annual Quest for Qual-
ity Awards. This year, 129 

providers of transportation and logistics 
services have received the ultimate vote 
of confi dence, posting the highest scores 
across our lists of critical service criteria.

For three decades, LM’s Quest for 
Quality Survey has been regarded in 
the transportation and logistics indus-
try as the most important measure of 
customer satisfaction and performance 
excellence. To determine the best of the 
best, qualifi ed LM readers rate carriers, 
third-party logistics (3PL) service pro-
viders, and U.S. port operators strictly 

on the basis of service quality, making it 
the only survey of its kind in the market.

To determine who wins the vote, 
LM readers evaluate companies in all 
modes and service disciplines, choosing 
the top performers in categories includ-
ing motor carriers, railroad and inter-
modal services, ocean carriers, airlines, 
freight forwarders, ports, and third 

BY LOGISTICS MANAGEMENT STAFF

Which carriers, third-party logistics providers, 
and U.S. ports will walk the red carpet to receive their award for 

outstanding service performance over the past year? Our readers 
have cast their votes, and now it’s time to introduce this year’s 

winners of the coveted Quest for Quality Awards.

Simply 
the best



WWW.LOGISTICSMGMT.COM AUGUST 2013 | LOGISTICS MANAGEMENT    31

Source: Logistics Management, Peerless Research Group (PRG)

Perfomance attributes' importance    
Importance ratings are captured on a 5-point scale: 5 = Most important/1 = Least important    

Truckload
    Highly/Very important (5, 4)

Rail/Intermodal
    Highly/Very important (5, 4)

Ocean carriers
    Highly/Very important (5, 4)

LTL
    Highly/Very important (5, 4)

Air carriers & Freight forwarders
    Highly/Very important (5, 4)

Ports
    Highly/Very important (5, 4)

3PL - Transportation management solutions
    Highly/Very important (5, 4)

On-time performance

4.70
95%

4.63
95%

4.60
94%

4.72
96%

4.75
96%

Ease of
doing business

4.24
83%

Carrier selection/
Negotiation

4.49
89%

Value

4.28
87%

4.25
87%

4.30
85%

4.31
90%

4.28
88%

4.04
75%

Order
fulfillment

4.18
79%

Ocean carrier
network

Information
technology

3.24
48%

3.10
40%

3.62
65%

3.45
55%

3.52
58%

3.85
70%

Transportation/
Distribution

4.48
89%

Intermodal
network

Customer
service

3.94
71%

3.69
62%

4.12
80%

3.93
68%

4.02
71%

3.85
70%

Inventory
management

3.53
60%

Equipment &
operations

3.78
67%

3.68
64%

3.87
71%

3.45
57%

3.40
56%

4.08
80%

Logistics
information

systems

4.16
79%

3PL - Value added warehousing & distribution
    Highly/Very important (5, 4)

4.55
91%

4.22
79%

4.37
85%

3.71
66%

4.14
82%

Customer service/
Value added services

Order
fulfillment

Transportation/
Distribution

Inventory
management

Logistics
information

systems

Value
Equipment &
operations

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute 
(5 = most important; 1 = least important ). 

30th Annual Quest for Quality

party/contract logistics services. From 
January through May of this year, LM
and Peerless Research Group (PRG), 
a division of Peerless Media, surveyed 
readers who are qualifi ed buyers of 
logistics and transportation services.

This year our research group 
received 6,179 total responses—1,470 
more than last year. In order to be a 

“winner,” a company had to receive at 
least fi ve percent of the category vote. 
The result of this overall effort offers 
the logistics market a crystal clear look 
at not only the overall winner in any 
given category, but a broad list of com-
panies that fi nished above the average. 

Transportation service providers are 
rated on LM’s fi ve key criteria: On-

time Performance, Value, Information 
Technology, Customer Service, and 
Equipment & Operations. Due to the 
nature of services offered by third-
party players, a different set of criteria 
is used to judge this category. Third-
party logistics providers are rated on 
the following attributes: Carrier Selec-
tion & Negotiation, Order Fulfi llment, 
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Transportation & Distribution, Inven-
tory Management, and Logistics Infor-
mation Systems. 

This year we split 3PL into two cate-
gories in our ballot questionnaires with 
the help Armstrong & Associates Inc., 
the leading third-party logistics analyst 
firm in the market. “Customers evalu-
ate and select 3PLs based upon their 
core competencies,” says Armstrong. 
“While larger 3PLs have integrated 
capabilities, the majority tends to be 
either transportation management or 
value-added warehousing and distribu-
tion operations centric. Therefore, it 
makes sense to evaluate providers sepa-
rately in each segment.”

Last year we re-established our Ports 
category, using Ease of Doing Busi-
ness, Value, Ocean Carrier Network, 
Intermodal Network, and Equipment 
& Operations as the five key criteria to 

measure service success. We’re pleased 
to be delivering the scores of the top 
North American Ports once again this 
year—and for many years to come. 

Evaluating the “best of the best”
The evaluation itself is a weighted met-
ric. The scores take into account the 
importance readers attach to each attri-
bute. Each year, readers are first asked 
to rank the attributes in each category 
on a five-point scale, with 5 represent-
ing the highest value and 1 represent-
ing the lowest value. 

The PRG research team then uses 
those attributes’ rankings to create 
weighted scores in each category. For 
example, readers have historically placed 
the single highest value on the On-time 
Performance attribute—and they’ve 
done so again in 2013. In fact, the attri-
bute was rated between 4.60 and 4.75 

across the various carrier categories. 
After readers have ranked these 

key attributes in order of importance, 
they then grade each provider that 
they currently use on each of the five 
core Quest for Quality attributes, rat-
ing them on a scale of 1 to 3 (1=poor, 
2=average, 3=outstanding).

To produce a weighted score, the 
research team then multiplies the pro-
vider’s average scores for each attribute 
by the attribute’s ranking. Next, the 
weighted scores are calculated for all five 
attributes for a given vendor and added 
together to create an aggregate number. 

Companies score a quality win when 
their total scores exceed the average 
total weighted score in their category. 
But remember, providers must receive 
a minimum number of reader responses 
to qualify for a win—at least five percent 
of the total base for the category.

30th Annual Quest for Quality
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while the national LTL market had 
been slowly, but surely, pulling itself out 
of its recession-induced slump, the sec-
tor now seems to have hit a bit of a lev-
eling-off period in terms of growth. In 
fact, revenue has been fairly flat across 
the board due to some longer-haul LTL 
freight being siphoned off by truckload 
carriers at the heavy end and by parcel 
carriers being increasingly aggressive in 
the 70-pound to 500-pound range.

However, as our John Schulz reported 
in last month’s extensive State of Logis-
tics Report, this trying period for the sec-
tor has certainly helped shippers separate 
some of the stronger-performing carriers 
from the underachievers who are trying to 
compete with the best and win back that 
freight they may have lost to the TL and 
parcel players over the past few years.

And while it’s been a tough road 

back for many LTLs, we’re happy to 
report that Logistics Management read-
ers have certainly been able to identity 
a group of long-haul carriers that have 
stood out among their peers in terms of 
overall service performance despite the 
mounting challenges.

In our National LTL category this 
year we find FedEx Freight posting the 
top overall weighed average score of 
47.11. FedEx Freight lead the way in 
all but one attribute category, putting 
up 11.90 in On-time Performance, 9.31 
in Value, 8.48 in Information Technol-
ogy, and 8.53 in Equipment & Opera-
tions. Con-way Freight, another peren-
nial strong performer according to our 
readers, put up an impressive 45.85 
weighted average and made top marks 
in Customer Service (8.96).  

FedEx Freight also posted the top 

score in the Muli-regional category this 
year with a lofty 47.80 overall weighted 
average. Once again, the carrier domi-
nated the category posting highest marks 
in On-time Performance (11.94), Infor-
mation Technology (8.59), Customer 
Service (9.32), and Equipment & Opera-
tions (8.47). Old Dominion Freight Line 
posted the second highest weighted aver-
age (46.69), while UPS Freight made its 
way back into the winners’ circle in this 
category with a 45.24.

In the hotly contested Surface Pack-
age category this year, UPS takes the 
top spot by just a few tenths of a point 
after FedEx Ground put up the top 
score last year. Year after year, this cat-
egory is almost too close to call. UPS 
logged top numbers in On-time Perfor-
mance (12.51), Information Technol-
ogy (9.12), and Equipment & Opera-
tions (8.82), while FedEx Ground put 
up top scores in Value (10.18) and  
Customer Service (9.41).

Pulling away from the pack

National LTL
(Bold indicates leader in attribute category)

FedEx Freight
Con-way Freight

AVERAGE

On-time performance

11.90
11.58

10.98

Value

9.31
9.03

8.96

Information
technology

8.48
7.99

7.92

Customer
service

8.90
8.96

8.68

Equipment &
operations

8.53
8.29

7.92

Weighted
score

47.11
45.85

44.46

Multi-regional LTL

FedEx Freight
Old Dominion Freight Line
UPS Freight

AVERAGE

On-time performance

11.94
11.76
11.04

10.80

Value

9.47
9.70
9.16

9.28

Information
technology

8.59
7.82
8.35

7.64

Customer
service

9.32
9.24
8.63

8.54

Equipment &
operations

8.47
8.17
8.06

7.75

Weighted
score

47.80
46.69
45.24

44.01

Source: Logistics Management, Peerless Research Group (PRG)

Surface package carriers

UPS
FedEx Ground

AVERAGE

On-time performance

12.51
12.25

11.91

Value

10.05
10.18

10.19

Information
technology

9.12
8.95

8.49

Customer
service

9.13
9.41

8.86

Equipment &
operations

8.82
8.80

8.52

Weighted
score

49.62
49.58

47.97

30th Annual Quest for Quality

NATIONAL LTL
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while revenue numbers have flattened 
a bit, the Regional LTL category contin-
ues to represent some of the most for-
ward-thinking carriers in trucking. Com-
petition is stiff, so every regional carrier is 
looking to get a step ahead by improving 
tracking technology and getting closer to 
shipper customers through more consul-
tative customer service.

According to readers, the 12 carri-
ers listed below are executing service 
improvements and continuing to meet 
increasing freight demands. Leading the 
Northeast/Mid-Atlantic is New Penn 
(47.17). Pitt Ohio scored a 10.11 in Value 
and a 7.85 in Information Technology to 
top those categories. A. Duie Pyle led 
Equipment & Operations with an 8.15.

Southeastern Freight Lines was in 
front in the South/South Central region 
(48.17). In the Midwest/North Central 
region, Dayton Freight Lines (48.66) and 
Holland (46.74) are joined by newcomer 
Lakeview Motor Express (45.31). In the 
West, we see three repeat winners from 
last year: Peninsula Truck Lines (47.31), 
Lynden Transport (44.87), and Mountain 
Valley Express (43.51). They’re joined 
by Reddaway (43.65), a carrier that just 
missed the cut last year.
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Northeast/Mid-Atlantic regional 
(Bold indicates leader in attribute category)

New Penn
Pitt Ohio
A. Duie Pyle

AVERAGE

On-time performance

12.21
11.48
12.10

11.36

Value

9.73
10.11
9.68

9.66

Information
technology

7.68
7.85
7.63

7.36

Customer
service

9.45
9.35
8.89

8.88

Equipment &
operations

8.10
8.13
8.15

7.85

Weighted
score

47.17
46.91
46.45

45.11

South/South Central regional

Southeastern Freight Lines
Holland

AVERAGE

On-time performance

12.22
11.75

11.64

Value

10.32
10.01

10.10

Information
technology

7.77
7.78

7.58

Customer
service

9.52
9.33

9.14

Equipment &
operations

8.33
7.94

8.04

Weighted
score

48.17
46.80

46.50

Midwest/North Central regional

Dayton Freight Lines
Holland
Lakeville Motor Express

AVERAGE

On-time performance

12.25
11.80
11.05

10.87

Value

10.48
10.19

9.99

9.93

Information
technology

7.93
7.67
7.29

7.31

Customer
service

9.67
9.25
9.14

8.73

Equipment &
operations

8.32
7.82
7.84

7.58

Weighted
score

48.66
46.74
45.31

44.42

Source: Logistics Management, Peerless Research Group (PRG)

Western regional

Peninsula Truck Lines
Lynden Transport
Reddaway
Mountain Valley Express

AVERAGE

On-time performance

11.26
11.80
10.99
11.18

10.68

Value

10.78
9.58
9.08

10.14

9.22

Information
technology

7.84
7.09
7.39
6.29

6.81

Customer
service

9.29
8.73
8.66
8.35

8.29

Equipment &
operations

8.15
7.67
7.53
7.55

7.35

Weighted
score

47.31
44.87
43.65
43.51

42.35

Taking the lead with forward thinking

30th Annual Quest for Quality

REGIONAL LTL
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supply chain moving.
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FedEx. Solutions That Matter.SM

©2013 FedEx. All rights reserved. 0009671PM

Global reach. Local expertise. 



The truckload (TL) business is volatile 
by nature. Freight demand spikes and falls 
with fickle customer demands as well as 
the normal cyclicality and seasonality of 

business. As our John Schulz recently 
reported, the past three years have been 
even more volatile. “Coming out of the 
2008-2009 recession in which many TL 
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Long-haul leaders manage volatility

Industrial & heavy haul carriers 
(Bold indicates leader in attribute category)

Prime, Inc.
Tri-State Motor Transit
Melton Truck Lines
Pacer 
CRST Malone
Roehl Transport
Landstar

AVERAGE

On-time performance

12.22
11.21
11.41
11.11
10.97
11.59
11.17

11.06

Value

9.46
9.99
9.63

10.51
9.10
9.42
9.88

9.42

Information
technology

8.42
7.36
7.41
7.02
7.29
7.13
6.80

6.94

Customer
service

10.16
10.03

9.57
9.31
9.36
8.93
8.75

9.16

Equipment &
operations

10.15
8.93
9.24
8.25
9.45
8.98
8.85

8.88

Weighted
score

50.41
47.52
47.26
46.19
46.16
46.05
45.45

45.45

Dry freight carriers

Heartland Express
J.B. Hunt Transport Services
Averitt Express
Werner Enterprises
ECM Transport/Pitt Ohio Truckload
Con-way Truckload Services
Dart Transit Co.
Greatwide Logistics
Covenant Transport

AVERAGE

On-time performance

11.92
11.03
11.60
11.37
11.34
11.33
11.13
10.68
10.46

10.82

Value

9.48
9.92
9.78
8.73
9.42
9.11
9.69
9.63
9.40

9.28

Information
technology

7.71
7.65
7.13
7.71
7.29
7.61
7.20
7.07
7.38

7.31

Customer
service

9.24
9.04
9.11
9.47
9.11
9.05
8.71
8.60
8.73

8.83

Equipment &
operations

10.03
9.18
8.93
9.21
9.32
9.20
9.26
9.28
9.21

8.86

Weighted
score

48.38
46.82
46.55
46.51
46.48
46.29
45.99
45.26
45.17

45.11

Source: Logistics Management, Peerless Research Group (PRG)

Expedited motor carriers

FedEx Custom Critical
Holland
OD Expedited
Panther Expedited
UPS
A.Duie Pyle, Pyle Priority
Pitt Ohio Fast Track
Dayton Freight
ABF Freight System

AVERAGE

On-time performance

12.97
12.01
11.75
12.76
11.80
11.97
11.75
11.75
11.92

11.65

Value

8.52
10.88
10.04

8.92
9.53
9.60

10.29
10.27

9.10

9.41

Information
technology

8.69
7.74
7.73
7.99
8.66
7.51
7.25
7.44
7.59

7.66

Customer
service

9.60
9.54
9.70
9.85
9.13
9.61
9.31
8.76
9.68

9.16

Equipment &
operations

9.94
9.05
9.83
9.29
9.34
9.31
8.99
9.12
9.02

9.02

Weighted
score

49.72
49.23
49.04
48.81
48.47
48.01
47.60
47.34
47.31

46.90

carriers idled thousands of trucks, the sec-
tor has slowly rebuilt capacity to where it 
was six years ago,” says Schulz. “Where it 
goes from here is anyone’s guess.”

The one thing LM readers say they do 
know is that that these 36 carriers have 
offered world-class service this year.

30th Annual Quest for Quality
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QUALITY SERVICE 
YEAR AFTER YEAR

Delivering the goods since 1934

• Long Haul, Dedicated, Regional, Short Haul,
Intermodal,Dray, Logistics Management,
Warehousing, Portable Storage

• Quest for Quality Awards in 2007 (Dry Van), 
2011 (Intermodal) and 2013 (Dry Van)

• 2012 Smartway Excellence Award for 
environmental innovation

• Innovative equipment—our Eco TrucksTM

haul 10% more payload by weight

• CNG dedicated fleets. Call for proposal.

For award-winning service call:

800-366-9000
dart.net/contactcust.htm

THE DART ADVANTAGE

Bulk motor carriers
(Bold indicates leader in attribute category)

Schneider National Bulk Carriers
Miller Transporters, Inc.
Superior Carriers
Ace Transportation
Ruan Transport Management Systems
Bulkmatic Transport

AVERAGE

On-time performance

11.17
11.47
11.39
11.31
11.07
11.21

11.00

Value

9.45
9.80
9.24
9.68
9.67
8.93

9.38

Information
technology

7.41
6.70
6.89
7.00
7.08
6.89

6.99

Customer
service

9.17
9.15
8.79
8.83
9.34
8.70

8.81

Equipment &
operations

9.42
9.15
9.77
9.22
8.82
9.92

9.11

Weighted
score

46.63
46.27
46.07
46.04
45.98
45.65

45.27

Source: Logistics Management, Peerless Research Group (PRG)

Household & high value goods carriers

North American Van Lines
Mayflower Transit
Allied Van Lines
United Van Lines
Graebel Van Lines

AVERAGE

On-time performance

11.44
10.97
11.81
11.07
11.16

11.05

Value

10.34
9.58
9.04
8.71
8.56

9.04

Information
technology

7.18
7.16
6.77
6.36
6.48

6.44

Customer
service

8.70
8.87
9.08
8.83
9.01

8.57

Equipment &
operations

9.04
8.95
8.75
8.91
8.64

8.66

Weighted
score

46.71
45.53
45.45
43.87
43.85

43.76

30th Annual Quest for Quality
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despite an uneven economy and an 
atmosphere of political uncertainly that 
has put several freight transportation 
modes on shaky ground, shippers con-
tinue to find that rail and intermodal 
service providers are chugging forward, 
improving service, and creating value 
despite the well-publicized challenges.

As Group News Editor Jeff Berman 
reported in June as part of his Annual 
Rail/Intermodal Roundtable, even though 
rail carload and intermodal volumes have 
still not caught up to 2006 levels, they’re 
certainly heading in the right direction. 
“What’s more, those volume levels are on 
solid footing,” says Berman, “with North 
American Class I railroads upping the 
ante annually on their respective capital 
investment plans, setting their sites on 
building out networks, and acquiring new 
equipment.”

While the market has watched the 
commodity mix on the carload side 
change in recent years, railroads have 
shown their versatility in creating high-

value services in new and emerging 
markets, while intermodal—especially 
on the domestic side—continues to 
chug along at a healthy clip despite the 
still unsettled economic news. 

Our top rail analysts contend that as 
more shippers face challenges in secur-
ing motor freight capacity, it appears 
certain that they’ll be more willing 
to make the secular shift from truck 
to rail, and figure out how to manage 
those longer transit times.

“However, railroads must continue 
investing in line-haul and terminal 
capacity to accommodate this intermo-
dal growth—that’s probably the biggest 
obstacle over the long term,” says Accen-
ture’s Brooks Bentz. “But any way you 
look at it, the conversion of highway traf-
fic to rail has a huge upside, not only for 
shippers, but also for truck lines seeking 
to reduce operating expenses.”

According to the readers of Logistics 
Management, the continued investment 
momentum is certainly paying off for 

the 10 service providers that will be 
stepping up to the podium to receive 
Quest for Quality gold this year.

In the Rail/Intermodal Service cat-
egory this year we find perennial top 
performer Triple Crown Services post-
ing a top weighted average of 47.44, 
with Union Pacific pulling up on its 
heels with a weighted average of 46.38. 
Triple Crown put up top marks in 
On-time Performance (11.75), Value 
(10.44), and Customer Service (9.12), 
while BNSF logged highest scores in 
Information Technology (8.03) and 
Equipment & Operations (9.11).

In this year’s Intermodal Market-
ing category we have five companies 
walking away with Quest for Quality 
gold. J.B. Hunt Intermodal posted an 
impressive 49.45 weighted average to 
lead the category. J.B. Hunt posted  
best marks in Information Technol-
ogy (8.05), Customer Service (9.78), 
and Equipment & Operations (10.06). 
Yusen Logistics, which posted a nota-
ble 49.02 weighted average, placed 
the highest in On-time Performance 
(12.53) and Value (10.20).
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Full steam ahead

Rail/Intermodal service providers
(Bold indicates leader in attribute category)

Triple Crown Services
Union Pacific
BNSF Railway
Norfolk Southern
CSX Transportation

AVERAGE

On-time performance

11.75
11.07
11.05
10.56
10.87

10.70

Value

10.44
9.20
9.32
9.16
8.94

9.20

Information
technology

7.20
8.00
8.03
7.70
7.73

7.51

Customer
service

9.12
9.01
8.65
9.03
8.76

8.74

Equipment &
operations

8.93
9.10
9.11
8.82
8.85

8.73

Weighted
score

47.44
46.38
46.16
45.28
45.16

44.87

Source: Logistics Management, Peerless Research Group (PRG)

Intermodal marketing companies

J.B. Hunt Intermodal
Yusen Logistics
Hub Group
Matson Logistics 
Alliance Shippers

AVERAGE

On-time performance

11.57
12.53
10.85
11.13
10.21

10.64

Value

9.99
10.20
10.18

9.48
9.56

9.66

Information
technology

8.05
7.55
7.97
7.08
7.08

7.56

Customer
service

9.78
9.67
9.26
9.64
9.35

9.10

Equipment &
operations

10.06
9.07
8.98
9.56
9.48

8.90

Weighted
score

49.45
49.02
47.22
46.89
45.87

45.87

30th Annual Quest for Quality

RAIL/INTERMODAL



The last mile. For me it’s the moment of truth. The final sprint to the finish line. 5,280 feet that 

separates success from failure. Because on any given day I could be carrying the fate of a  

multi-billion dollar corporation. Or the future of a family-owned business. And I’m not about  

to be the weak link in anyone’s supply chain. Challenge accepted. I am

Pilot is honored to receive its 

24th Quest for Quality Award. 

We remain committed to 

offering our customers 

a solid partner who is 

dedicated to solving the most 

difficult transportation and  

logistics problems.

pilotdelivers.com  / 1-800-HI-PILOT



as executive Editor Patrick Burn-
son documents in this month’s Spe-
cial Report (page 75), the business 
dynamics of ocean shipping continue 
to change for carriers as global supply 
chain practices become more strate-
gic—putting pressure on those ship-
pers looking to coordinate more modes 
in new regions around the world. 

Despite the shift in demand, carriers 
continue to introduce new capacity into 
major global trade lanes—and shippers 
have been able to leverage rates to their 
advantage. But analysts say that trend 
may soon be reversed if vessel owners 
show a willingness to sacrifice volumes 
to protect further pricing erosion. Of 
course, the arrival of a Peak Season—if 
there actually is one—will certainly tell 
the tale this year.

Peak Season in the past two years 
has proven particularly disappoint-
ing to ocean carriers and forward-
ers, and many ocean service provid-
ers fear another non-event. In fact, 
our analysts are forecasting that 
demand on the eastbound trans-

pacific will grow at a similar rate to 
last year, at a little under 3 percent. 
And with abundant capacity there’s 
little reason, from a shipping per-
spective, for shippers to plan for 
Peak Season sooner.

For now, ocean carriers will need to 
do as much as they can to mange the 
capacity they’ve deployed to meet the 
forecast demand. And according to LM 

readers, the 12 carriers listed below 
have not only done a good job of man-
aging through the challenging business 
environment, but they’ve also main-
tained world-class service levels over 
the past 12 months.

Leading the way on this year’s list of 
Quest for Quality winners is Hamburg-
Sud with an impressive 47.00 over-

all weighed average, the second year 
in a row that the German carrier has 
entered the winners’ circle. Hamburg-
Sud posted top marks in Information 
Technology (8.02) and tied with Sea-
board Marine and APL for the highest 
score in Customer Service (9.31). 

Hapag-Lloyd pulled in with a nota-
ble 46.94 weighted average this year, 
putting up the best scores in On-time 

Performance (11.38) and Equip-
ment & Operations (9.05), while 
COSCO scored the top mark in Value 
with a 10.25. Along with Hamburg-
Sud, Logistics Management readers 
welcomed Hapag-Lloyd, Seaboard 
Marine, Hanjin Shipping, MOL, “K” 
Line, and Maersk back to the win-
ner’s circle for a second year in a row.
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Finding success on the high seas

Source: Logistics Management, Peerless Research Group (PRG)

Ocean carriers
(Bold indicates leader in attribute category)

Hamburg-Sud
Hapag-Lloyd
OOCL
Seaboard Marine
Hanjin Shipping
APL
MOL
COSCO
"K" Line America, Inc.
Maersk Line
Matson
Atlantic Container Line

AVERAGE

On-time performance

10.90
11.38
11.13
10.44
10.73
10.57
10.59
10.39
10.81
10.96
10.77
10.23

10.46

Value

9.98
9.56
9.70
9.35
9.32
8.76
9.21

10.25
9.16
9.15
9.25
9.28

9.41

Information
technology

8.02
7.95
7.79
7.99
7.82
7.89
7.77
7.64
7.50
7.83
7.70
7.48

7.54

Customer
service

9.31
9.00
8.99
9.31
8.90
9.31
9.00
8.54
9.12
8.24
8.84
8.83

8.70

Equipment &
operations

8.79
9.05
8.77
8.62
8.82
8.97
8.76
8.40
8.58
8.89
8.40
8.87

8.55

Weighted
score

47.00
46.94
46.38
45.71
45.61
45.50
45.33
45.23
45.18
45.08
44.96
44.70

44.65

Despite the shift in demand, carriers continue to introduce 
new capacity into major global trade lanes—and shippers 
have been able to leverage rates to their advantage.

30th Annual Quest for Quality
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Balancing service success
Ports: Northeast & Mid-Atlantic  
(Bold indicates leader in attribute category)

Port of Virginia
Port of Balitimore

AVERAGE

Ease of
doing business

10.66
9.86

9.39

Value

9.86
9.32

8.97

Ocean carrier
network

8.78
7.95

8.68

Intermodal
network

8.94
8.12

8.45

Equipment &
operations

9.21
9.64

9.20

Weighted
score

47.46
44.89

44.69

Ports: South

Port of Savannah
Port of Charleston

AVERAGE

Ease of
doing business

10.57
10.75

9.90

Value

10.04
9.57

9.47

Ocean carrier
network

9.39
9.29

8.86

Intermodal
network

9.08
8.83

8.56

Equipment &
operations

9.89
9.96

9.62

Weighted
score

48.98
48.39

46.41

Ports: Gulf Coast 

Tampa Port Authority
Port of Houston
Port of Galveston

AVERAGE

Ease of
doing business

11.02
10.24

9.54

9.55

Value

9.23
9.60
8.81

9.15

Ocean carrier
network

9.90
8.66
8.18

8.28

Intermodal
network

9.35
8.96
8.98

8.55

Equipment &
operations

10.20
9.67

10.20

9.38

Weighted
score

49.71
47.13
45.72

44.91

Ports: Great Lakes Region

Port of Chicago

AVERAGE

Ease of
doing business

9.62

9.30

Value

9.09

8.90

Ocean carrier
network

8.86

8.79

Intermodal
network

9.63

9.19

Equipment &
operations

9.18

8.94

Weighted
score

46.37

45.12

Source: Logistics Management, Peerless Research Group (PRG)

Ports: West Coast

Prince Rupert Port Authority
Port of Tacoma
Port of Seattle
Port of Oakland
Port of Los Angeles
Port of Long Beach

AVERAGE

Ease of
doing business

9.29
10.53
10.21
10.06

9.00
9.05

9.56

Value

10.50
10.25

9.85
8.89
8.47
8.36

9.03

Ocean carrier
network

9.41
8.66
8.84
9.24
9.95
9.88

9.33

Intermodal
network

9.12
8.43
8.38
8.70
9.45
9.28

8.90

Equipment &
operations

9.79
9.73
9.50
9.44
9.39
9.39

9.43

Weighted
score

48.11
47.59
46.78
46.33
46.26
46.26

46.26

u.s. ports are planning and investing in a balanced portfolio of 
services to prepare for continued volume growth. According to the 
readers of Logistics Management, these 13 U.S. gateways are cur-
rently leading the charge in offering word-class customer service.

30th Annual Quest for Quality
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BRING
IT ON!

No matter what you need to ship, we have the capacity, 
cranes and channel depth to handle it. And in every season, 
our unmatched on-dock rail system speeds your cargo to its 
destination faster than any other US seaport.* To learn how shipping 
through the Port of LA can make a world of difference, visit us at 
portofl a.org, or contact our Business and Trade Development team 
at (310) 732-3840.

 
* From Asia, cargo shipped through the Port of LA arrives approximately 12 days faster to the Midwest, 6 days faster to the Eastern Seaboard and 3 days faster to the Southeast.



While every carrier and service provider 
measured in the Quest for Quality is 
under pressure from shippers to expand 
and diversify their offerings while main-
taining world-class service, no sector is 
feeling it as much as third party logistics 
providers (3PL).  

According to Armstrong and Associ-
ates, the market’s leading 3PL analyst 
firm and the consulting group we worked 
with to create the two categories below, 

U.S. shippers are now looking to lean 
on their domestic 3PLs to give them the 
same level of services in new emerging 
markets.

As we’ve been reporting, the concept of 
“mega cities” in developing countries with 
above average per capita income rates 
of growth such as Shanghai, Bangkok, 
Mumbai, Hanoi, Jakarta, and Sao Paulo 
are going to drive consumer demand for 
finished goods globally. Forward-looking 

U.S. based 3PLs have already invested 
heavily in expanding international opera-
tions to meet the new challenges. 

According to the readers of Logistics 
Management, the 23 service providers 
listed below have been up to the test,  
offering services across the board from 
transportation management, to value-
added warehousing and distribution solu-
tions, to helping shippers successfully 
reach out of their comfort zone.

48    Logistics ManageMent | aUgUst  2013 WWW.LogisticsMgMt.coM

3PL

Dynamic service leaders take center stage

Source: Logistics Management, Peerless Research Group (PRG)

3PL: Transportation management solutions 
(Bold indicates leader in attribute category)

Penske Logistics
Cardinal Logistics Management
FedEx Supply Chain Services
CEVA Logistics
UPS Supply Chain Solutions
AIT Worldwide Logistics
OHL
Transplace
C.H. Robinson Worldwide
BNSF Logistics
DSV
Pilot Freight Services
Schneider Logistics
Con-way Multimodal
Access America Transport
Landstar
DB Schenker

AVERAGE

Carrier selection/
Negotiation

11.23
11.97
11.23
10.71
10.69
10.90
11.23
10.90
10.59
10.20
10.66
10.66
10.78
10.78
10.10
10.33

9.88

10.24

Order
fulfillment

10.87
10.87
10.78
10.87
10.19
10.03
10.75

9.75
9.99
9.61
9.06

10.87
9.29
9.32
9.06
9.47

10.15

9.35

Transportation
distribution

12.54
10.45
11.49
11.20
11.20
10.45
10.08
11.52
10.75
11.40
11.20
10.75
10.24
10.34

9.71
10.01
10.18

10.15

Inventory
management

9.41
9.71
8.24
8.83
8.99
7.94
8.83
7.06
8.20
7.94
7.06
8.47
7.94
7.35
8.24
7.94
7.65

7.73

Logistics
information

systems

11.09
11.44
10.63
10.17

9.79
11.44
9.24

10.40
10.06

9.36
10.40

7.49
9.36
9.60
9.98
9.28
8.91

9.27

Weighted
score

55.14
54.44
52.36
51.77
50.85
50.77
50.12
49.64
49.59
48.52
48.38
48.24
47.61
47.39
47.09
47.04
46.77

46.74

Source: Logistics Management, Peerless Research Group (PRG)

3PL: Value-added warehousing and distribution solutions

FedEx Supply Chain Services
UPS Supply Chain Solutions
Expeditors
Landstar
DHL Solutions
CEVA Logistics

AVERAGE

Customer service/
Value added services

11.94
11.28
11.38
11.38
10.75
11.09

10.68

Order
fulfillment

11.33
10.66
10.13
10.32
10.55

9.97

10.07

Transportation
distribution

11.40
11.32
10.68
10.93
10.73
10.30

10.36

Inventory
management

9.38
9.17
9.28
8.66
8.66
9.28

8.68

Logistics
information

systems

11.10
10.05
10.65
10.05
10.12

9.66

9.64

Weighted
score

55.16
52.48
52.11
51.33
50.81
50.30

49.44
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As Logistics Management has been 
reporting, the global outlook for the 
airline industry in terms of profit and 
revenue has recently brightened—just 
a little—according to reports form the 
International Air Transport Associa-
tion (IATA). And even while margins 
remain razor thin, 2013 is projected 
to be the third strongest year for the 
airlines since 2001.

“This is a very tough business,” 

says Tony Tyler, IATA’s director gen-
eral and CEO. “The day-to-day chal-
lenges of keeping revenues ahead of 
costs remain monumental.” Mac-
roeconomic factors have also con-
tributed, Tyler adds. Oil prices are 
expected to average $108 per barrel, 
a little below the $111.8 average for 
2012 due to increasing supply from 
North America. Meanwhile, the out-
look for global economic growth has 

deteriorated slightly since March as 
the recession in Europe proves to be 
deeper than expected.

However, industry analysts con-
tend that while profitability remains a 
struggle, there’s been a solid perfor-
mance improvement story to tell in 
the sector over the last seven to eight 
years, with a more efficient use of 
assets carrying the theme. 

And while global shippers are 

50    LOGISTICS MANAGEMENT | AUGUST  2013 WWW.LOGISTICSMGMT.COM

Service improvement story in the air

Air cargo carriers 
(Bold indicates leader in attribute category)

Southwest Airlines
KLM
Lufthansa
Japan Airlines
Singapore Airlines (SIA)
Cargolux
Emirates SkyCargo
British Airways
Cathay Pacific
United Cargo

AVERAGE

On-time performance

12.56
12.17
12.77
12.21
11.88
11.88
11.54
11.57
11.61
11.98

11.55

Value

11.03
10.46
10.18

9.10
9.91
9.76
9.84

10.03
10.30
10.15

9.67

Information
technology

8.45
9.15
8.53
9.05
9.00
7.96
8.60
8.49
7.95
7.92

8.07

Customer
service

10.29
10.45
9.82

10.34
9.83

10.34
9.73
9.08
9.38
8.82

9.28

Equipment &
operations

9.11
8.36
8.74
8.61
8.00
8.58
8.69
8.18
7.74
7.90

8.06

Weighted
score

51.44
50.60
50.03
49.31
48.61
48.51
48.41
47.35
46.98
46.77

46.63

Air express carriers

  FedEx Express
  UPS

AVERAGE

On-time performance

12.54
11.98

11.54

Value

9.89
9.56

9.61

Information
technology

9.17
8.75

8.29

Customer
service

9.55
9.10

8.78

Equipment &
operations

8.84
8.49

8.15

Weighted
score

49.98
47.88

46.37

Source: Logistics Management, Peerless Research Group (PRG)

Freight forwarders

UPS SonicAir
FedEx Trade Networks
Expeditors

AVERAGE

On-time performance

11.81
12.16
11.70

11.04

Value

10.06
9.68
9.39

9.25

Information
technology

8.66
8.97
7.93

7.68

Customer
service

10.32
9.59
9.60

9.07

Equipment &
operations

8.55
8.69
7.57

7.58

Weighted
score

49.40
49.09
46.18

44.62
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We’re being recognized
for doing the right thing.
And we couldn’t be happier.

Making you happy makes us happy. Our Customers know they can depend on 
our Employees to deliver Relentlessly Reliable® service. Thank you 
to Logistics Management magazine for recognizing Southwest
Airlines Cargo® with the “Quest for Quality Award.” For over 40 
years, our Company has focused on doing what’s right for our 
Customers, and to be honest, we still can’t stop smiling about it.



pushing the limits of these service 
improvements, we’ve also learned that 
their freight forwarding partners, those 
key agents responsible for much of the 
organization of airborne freight, are 
responding to the new global demand 
and have adjusted their business models 
in response to carrier challenge as well 
as adverse economic demands. 

According to Brandon Fried, execu-
tive director of the Airforwarders 
Association, few rarely focus on one 
single transport mode anymore, and 
most offer ancillary services formerly 
reserved for third party logistics pro-
viders. “For example, forwarders once 
specializing only in next day air cargo 
may now offer various air service levels 
and ocean shipping to fit tight customer 
budgets,” says Fried.

According to the readers of Logis-
tics Management, the air cargo carri 
ers and freight forwarders listed this year 

have certainly met the pressing global  
demands over the past 12 months and 

continue to reinvent themselves while 
maintaining world-class service.
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2013 Quest for Quality 
A note from the editors:
The editorial staff of Logistics Management 
would like to thank readers who took time out 
of their busy days to complete and submit the 
2013 Quest for Quality ballots. Your time, effort, 
and insight produced 6,179 responses and have 
helped Logistics Management maintain the Quest for Quality as the pre-
mier benchmark study for logistics and transportation quality and service 
for 30 years.

Questionnaires for this year’s Quest for Quality Survey were sent Febru-
ary through May. Sample members were selected for each category and 
were sent an invitation via email asking for their participation in this year’s 
survey. The invitation included a URL linked to a dedicated website which 
contained the questionnaire. Responses were collected and tallied by a 
third party, independent data collection facility.

SAVE  TIME  AND MONEY

Competitive Rates and Efficient Labor

Immediate Proximity to Interstate Highway System

Direct Connection to BNSF and UP Railroads

30 Minutes to Open Sea

No Port Congestion

Port of Galveston  
P.O. Box 328 
Galveston, TX 77553 
409-766-6112

www.portofgalveston.com

AN EFFICIENT PART OF YOUR SUPPLY CHAIN

30th Annual Quest for Quality
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For 30 years, Logistics Manage-
ment’s Quest for Quality has been 

regarded in the transportation and 
logistics industry as the most impor-
tant measure of customer satisfaction 
and performance excellence—and the 
annual Quest for Quality Awards Din-
ner has been widely considered the 
best evening of the year for carrier and 
3PL executive networking.

This year’s awards dinner will take 
place on Wednesday, October 23, 2013, 
at the Hyatt Regency Denver from 6:00 
p.m. to 10:30 p.m., the final evening of 

the Council of Supply Chain Manage-
ment Professionals (CSCMP) Annual 
Conference. Our editorial staff will be in 
attendance to present the 2013 Quest for 
Quality Awards to the 129 winners.  

Following cocktails, dinner, and the 
awards presentation, our guests will 
be treated to a performance by come-
dian Keith Alberstadt. Alberstadt has 
appeared on The Late Show with David 
Letterman, Last Comic Standing, The 
Bob and Tom Show, and is a contribut-
ing writer to Saturday Night Live, Fallon, 
and more.

2013 Quest for Quality Awards Dinner 
set for October 23

Attendees will enjoy a full evening of dining and networking before stepping up to the podium to receive their awards. 
Following the presentations, the room will be treated to a performance by comedian Keith Alberstadt who has 
appeared on The Late Show with David Letterman and Last Comic Standing. 

This year’s entertainment: 
comedian Keith Alberstadt.

30th Annual Quest for Quality
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Transportation Best Practices/Trends: LTL Strategy

Foodservice equipment and supply company leverages 
its technology partnership to secure capacity, simplify 
rates, and cut 12 percent from its transportation 
spending. Here’s how they did it.

Edward Don  
serves up savings

S
ometimes it’s possible to teach 
an old shipper new tricks. 
Just take the case of Chicago-
based Edward Don & Co., a 
92-year-old foodservice equip-

ment and supply company whose cor-
porate slogan is “Everything but the 
food.”

Edward Don operates nationwide 
from its six full-service distribution 
centers (DCs) using its own fleet plus 
a network of national carriers. And 
although it stocks over 12,000 items in 
its DCs, the company sources 50,000 
items from a network of over 3,000 sup-
pliers. Often, the logistics operation will 
instruct suppliers to ship direct to the 
customer, bypassing their DCs to expe-
dite delivery and to save handling and 
transportation costs.

However, just few years ago Edward 
Don’s efficiency was being challenged 
by a series of logistics issues. Its com-
petitive bid process was skewered, com-
plex, and not always data driven. Jen-
nifer Blattner, the company’s corporate 
traffic manager, recalls negotiating rates 

separately with a series of trucking part-
ners, but was unsure that it was always 
securing the best rate. When there were 
problems, it was difficult to ascertain 
the cause because carriers rarely were 
held accountable.

 For shipments direct from vendor 
to customers, the process was even 
more uneven. Vendors were not always 
encouraged to seek out the most favor-
able trucking rates, and there was no 
single set of guidelines for securing 
trucking partners, making compliance 
haphazard. And when exceptions to 
normal delivery times occurred, there 
was very little recourse.

The solution came in the form of a 
thorough self-examination. Blattner 
and the logistics team discovered that 
they had to change the way the com-
pany procured logistics. However, what 
began as an attempt to realize savings 
on its LTL freight bill actually expanded 
into a fully functional logistics solution. 

Back in 2007, Edward Don was 
already using TranzAct Technologies’ 
Freedom Logistics program to handle 

BY JOHN D. SCHULZ, CONTRIBUTING EDITOR

its bill-payment. But under Blattner’s 
direction and with the support of upper 
management, the company expanded 
its use of the tool in order to take full 
advantage of its LTL procurement and 
management capabilities.

“We had been managing our own 
LTL carrier contracts forever,” recalls 
Blattner. “We didn’t ship a lot of out-
bound LTL to customers, most of our 
freight spend was inbound, but we do 
a lot of drop shipments. I thought we 
had a good handle on things, but we 
started to look at whole pie, not just a 
piece of it.”

Like a lot of shippers and cor-
porate traffic managers, Blattner 
decided to delve deeper into her 
company’s operations. She wanted 
to know exactly how carriers were 
hired, their strengths and weakness, 
and, perhaps most importantly, in 
which geographic areas special car-
riers offered the strongest chance of 
rate savings.

 Her story, and how she and the 
company achieved sustainable freight 
spending efficiencies over the past 
six years, is a terrific example of how 
a shipper with complex distribution 
needs can partner with a third-party 
in an effort to put the latest technolo-
gies to work to achieve new savings in 
transport operations.

Finding the solution
In 2007, Blattner decided that it was 
time to take a top-to-bottom look at 
Edward Don’s logistics needs. She dove 
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deeper into how much the company 
was spending on transportation, the 
various freight movements, as well as it 
half-dozen distribution centers and the 
carriers the company was using.

Having already enlisted a third 
party for its freight payment services, 
Blattner and the company decided to 
let that partner take over management 
of its entire transportation network, 
which included outbound LTL to its 
customers and inbound LTL from 
manufacturers.

“It was a full outbound and inbound 
program, and the promise was over 
10 percent in savings,” says Blattner. 
“How could we pass this up?”

The decision was made in early 
2008 to alter the existing procurement 
strategy. Edward Don first chose to 
change the master tariff covering all 
its carriers, a moved that involved col-
laboration with its carrier partners. All 
of its LTL carrier representatives were 
invited to Chicago for three days of 
meetings to explain the changes.

“It was all or nothing,” recalls 
Blattner.

The carriers’ national sales reps 
then met with their local sales team 
and representatives of Edward Don’s 
six DCs to get input from that criti-
cal level. “That was extremely impor-
tant,” says Blattner. “We manage it 
from corporate level, but the day-to-
day problems at handled at the DC 
level. We wanted those people to still 
own that part of the operation with 
their local reps.”

Previously, 
Edward Don had 
been using about 
eight LTL carriers. 
Those incumbent carri-
ers were invited to resub-
mit bids using the Freedom 
Logistics program. Blattner 
says that one of the principal ben-
efits for the carriers was the abil-
ity to receive accurate and complete 
information up front. First, it analyzes 
the shipper’s own freight history to 
determine shipping lanes, volumes, 
and carriers employed. Then it devel-
ops a unique “freight profile” by exam-
ining the type of freight shipped. 

The program than models the 
potential savings for the shipper and 
develops a request for procurement 
(RFP) before choosing the most effi-
cient mode and carrier. After conduct-
ing that review, the eight incumbent 
LTL carriers Edward Don had been 
using were retained after they submit-
ted new bids. “They were retained, but 
on different levels,” says Blattner. 

Following the process, about three 
or four new LTL carriers were added to 
Edward Don’s network. From a systems 
operations standpoint, says Blattner, 
the change was pretty smooth. “But 
bringing on new carriers was a learn-
ing curve,” she admits. “We understand 
that change is hard for everyone, and 
here are nuances to our business. Our 
customers are restaurants, schools, hos-
pitals and institutions, and they often 
require specialized delivery services, 

such as inside delivery and lift 
gates. It’s not standard freight.”

Operationally, carriers had to be 
told exactly what was expected—and 
vice versa. Blattner says that “getting 
to each other from operational stand-
point” was the biggest hurdle. That 
was overcome through the diligence of 
Edward Don’s DC personnel becom-
ing open to working with new carri-
ers, and their new ways of conducting 
business and operations.

According to Blattner, the savings 
were significant. Last year, company offi-
cials reported that they saved 7 percent 
on their LTL freight spend, while its sav-
ings over five years have been nearly 12 
percent on a sustained basis. “I’m really 
not surprised by the results, but I’m defi-
nitely pleased by it,” says Blattner.

Significant information advantage
Besides creating efficiencies on the 
inbound and manufacturing end, 
Edward Don’s use of the Freedom 
Logistics program has offered other 
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cash saving advantages. The company 
has put other tools furnished with the 
Freedom Logistics program to work to 
shorten its order-to-cash cycle as well 
as monitor both carrier and supplier 
performance-to-plan.

The rating tool helped Edward 
Don determine the most efficient 
weight rating of shipments. It can 
also provide accurate transit times. 
The web-based rating/routing engine 
and optimizer identifies the preferred 
mode and carriers to use for a given 
shipment—both cost and service 
comparisons are available. The infor-
mation can also be extended to other 
customers within, or external to, 
Edward Don’s operation.

According to Blattner, the company 
doesn’t use the tools on a day-to-day 
basis for its everyday freight. Instead, 
it uses it for vendors when using drop 
shipments. And since supplier-direct 
shipment is a common occurrence, 
the company extended the use of the 
rating software to its suppliers so they 
could route direct shipments to cus-
tomers and employ the company’s pre-
ferred carriers and enjoy their prefer-
ential rates.

Instead of those vendors getting rates 
from just one carrier, it uses the new 
freight rating tool to get their own freight 
estimates. “Our accounting group then 
uses it to apply freight charges to vendor 
invoices,” says Blattner.

Yet another tool in the program 
keeps a 16-month rolling history of 

freight invoices. Edward Don uses it 
as an analytical tool, pulling all perti-
nent information to analyze vendors to 
see if they’re using the most efficient 
carriers. “This simply allows us to work 
with vendors to use the most efficient 
carrier,” adds Blattner.

In this delicate area, Blattner says 
she uses a “three strikes and you’re 
out” approach. If she discovers vendors 
are not using the carrier with the best 
freight rate, she gives them one strike. 
“If you do it three times in a row, three 
strikes and you’re out and you get 
penalized.”

Edward Don also uses the program 
to perform auditing on the back end. 
Routine freight charges are paid auto-
matically by TranzAct, “but if there is 
anything they can’t audit, we can see 
it on web site and approve it,” says 
Blattner. “It’s very timely information 
and we can take that and run our own 
analysis on the back end.” 

For example, Edward Don can take 
its rating information and compare it 
with SAP information. For instance, 
vendors who don’t fulfill an entire pur-
chase order with one shipment can be 
highlighted through use of the data anal-
ysis. “This particular feature has been 
extremely beneficial,” says Blattner.

Vendors who had been shipping 
one item in a shipment were also 
asked to combine into larger volumes. 
This resulted in hard savings because 
Edward Don worked with so many dif-
ferent vendors. 

Blattner adds that having complete 
access to data was useful in other ways 
as well. She found that it was a com-
plete analytical tool, not just a freight 
payment mechanism. Through her car-
rier partners, Blattner was able to ana-
lyze and improve Edward Don’s supply 
chain network on an ongoing basis, 
creating new efficiencies in her net-
work—and new savings for the budget.

The technology provider also 
supplies Edwad Don with a ship-
per-branded web-based inquiry for 
suppliers to receive routing instruc-
tions—as part of this process they’re 
supplied with the preferred routing 
minus the carriers’ cost. The com-
pany then uses TranzAct’s StarBrite 
reporting tool to audit performance-
to-plan to ensure that their suppliers 
use the proper carriers. In the event 
they don’t comply with the routing 
instructions, the company will charge 
the suppliers back for the difference 
between the company’s rate and the 
actual movement rate.

To accelerate its order-to-cash cycle, 
Edward Don extended use of the rating 
methodology to its accounting depart-
ment. Accounting employs the tool on 
supplier-direct shipments to determine 
what the pre-paid shipment cost for the 
invoice should be, and that amount is 
added to the invoice. 

If Edward Don waited for the carrier 
freight bill to arrive before it produced 
the invoice for the product there would 
be a substantial delay. Now it has the 
ability to receive the freight bill, match 
it to the order, and transcribe the ship-
ment costs before the invoice could be 
completed and sent.

Employing these tools to pre-deter-
mine shipping costs allows Edward Don 
to invoice the customer immediately. 
According to Blattner, the reporting 
system has been particularly important 
to the company during the past several 
years when staff reductions occurred.

“I think it makes my job easier, but 
it’s opened our eyes to some other 
things,” Blattner adds. “I used to make 
more work for myself, but now the 
work I’m doing is improving our com-
pany’s performance overall.”

John D. Schulz is a Contributing  
Editor to Logistics Management

Transportation Best Practices/Trends:  LTL Strategy

A look inside Edward Don’s warehouse dock and rack area at its distribution 
center in Woodridge, Ill.  The location is the company’s largest.
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Top industry analysts define the leading wireless and mobility 
trends that are helping logistics professionals work smarter and 
faster in an increasingly competitive business environment.

BY BRIDGET MCCREA, CONTRIBUTING EDITOR

W
hen analyst David Krebs 
assesses wireless and 
mobile penetration across 
various industries, the 
logistics and transporta-

tion markets stand out as segments that 
consistently invest in equipment and 
solutions that help them operate in an 
increasingly untethered world.

Whether they’re equipping delivery 
drivers with ruggedized devices, using 

handheld computers to track inven-
tory, or relying on mobile devices to 
monitor the temperature of refriger-
ated goods as they make their way 
through the supply chain, it seems 
that today’s logistics professionals 
have come to both understand and 
appreciate the value of a wireless 
world. 

“Some of the largest mobile and 
wireless deployments we’ve seen to 

date have been instituted by the logis-
tics and transportation segment,” says 
Krebs, vice president of enterprise 
mobility and connected devices at 
VDC Research. That positive momen-
tum is pushing the industry closer and 
closer to a “completely wireless, real-
time supply chain nirvana” and helping 
companies work smarter, better, and 
faster in an increasingly competitive 
business environment. 

trends 
taking us 
closer to 
visibility

Supply Chain & Logistics Technology

Wireless & Mobility:
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Over the next couple pages we’ll 
explore the eight leading wireless and 
mobility trends taking place in the 
industry, and then we’ll identify how 
shippers can effectively leverage these 
trends to their advantage. 

Trend tracking 
Supply chain operations around the 
world have certainly benefi ted from 
the ongoing release of new wireless 
products and applications designed to 
streamline logistics and transportation 
management. Where it is providing 
better transparency, prompting ship-
pers to discard their historically-wired 
ways, or allowing smaller companies 
to affordably beef up their IT infra-
structures, mobility is having a major 
impact across the supply chain. 

After interviewing the market’s 
leading analysts, Logistics Management 
came up with these eight trends that 
all shippers should be aware of in 2013 
and beyond: 

Wireless now accommodates 
a sharper focus on effi ciency 
and transparency. Shippers 

are under constant pressure to reduce 
supply chain costs as part of larger, 
company-wide cost reduction strate-
gies. Even minimal increases in fuel 
and labor costs, for example, can throw 
a fi rm’s bottom line out of whack when 
these expenses are multiplied across 
the entire supply chain. 

To offset this challenge, companies 
are turning to wireless solutions that 
provide tracking and tracing capabilities 

that result in improved effi ciency and 
transparency. “There is a vested inter-
est by organizations to ensure that their 
operations are performing at maximum 
effi ciency,” Krebs points out, noting 
that manual processes—many of which 
are still in use—simply don’t cut it any-
more. High-tech options like wireless 
proof-of-delivery solutions for trucks, 
for example, can help shippers gain 
both effi ciency and transparency out-
side of the four walls of the warehouse. 

The end user is dictating 
mobile consumption and driv-
ing the market. Knowing how 

effi cient and effective it can be to work 
without wires, today’s shippers are put-
ting pressure on equipment and software 
vendors to build more devices and solu-
tions that operate wirelessly. That pres-
sure has extended out to the end-to-end 
supply chain, where vendors are scram-
bling to accommodate the requests. 

“At the end of the day, if you’re a 
vendor and your mobile device doesn’t 
run applications, then it isn’t helpful,” 
states Simon Ellis, practice director 
at IDC Manufacturing Insights. Over 
time, Ellis expects more providers to 

create mobile versions of their applica-
tions and mobile-enabled equipment 
that is both appealing and useful for 
end users who are striving to gain vis-
ibility across the entire supply chain. 

Mobile solutions are pushing 
shippers out of their “man-
ual” comfort zones. Because 

they don’t require hard wiring or elabo-
rate IT infrastructures, today’s wireless 
solutions—many of which can be run 
in the cloud—are helping shippers of 
all sizes make the jump from manual, 
fax-based systems to highly automated 
solutions literally overnight. 

Krebs recently worked with a com-
pany that moved its fl eet of 3,500 trucks 
over to ruggedized handheld devices 
that drivers now use to capture, track, 
and report proof of delivery information 
in real-time. Previously, the company 
was using a partly manual and partly 
Nextel phone solution on an intermit-
tent basis for the same task. 

“This particular application proves 
that there are some cool things hap-
pening in the wireless market,” says 
Krebs, “but the fact that it took place 
in the last 12 months to 18 months 

Transportation solutions
(USD millions, CAGR 2011-2016) 

Source: VDC Research
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also shows that a lot integration and 
automation upgrades still need to hap-
pen among shippers.”

The smart phone is carving 
out a place for itself in the 
supply chain. Sure, they’re still 

not as physically robust as their rugge-
dized counterparts, but today’s smart 
phones—whether they are provided by 
the company or brought in by workers 
on a “BYOD” (bring your own device) 
basis—are staking a bigger claim in 
supply chain operations these days. 

And while consumer devices like 
the iPhone aren’t made to withstand 
the wear and tear infl icted by ware-
house workers, truck drivers, and 
delivery personnel, their vendors are 
beginning to introduce more robust 
equipment and protection options. 

“You can put a bumper around a 
smart phone, but you can’t save it 
from all of the damage, particularly in 
an outdoor environment,” says Krebs. 
“The idea that consumer products can 
incorporate features like fall, water, 
and dust protection in the future cer-
tainly isn’t inconceivable.”  

Wireless helps shippers cre-
ate a more cohesive work-
force outside of the four 

walls of the warehouse. Few would 
argue the positive impact that today’s 
mobile devices and capabilities have 
had on human communication and 
collaboration. The same holds true 
in the logistics organization, where 
drivers using mobile devices and solu-
tions no longer have to go to the dis-
patcher to pick up their “instructions” 
for the day, and then follow them 
independently with little or no other 
intervention. 

“Mobility creates tighter commu-
nication across the supply chain and 
between the individuals who are out 
in the fi eld and the folks who are 
developing strategies back at corpo-
rate headquarters,” says Ann Dozier, 
vice president of consumer products, 
retail, and distribution for Capgemini 
Consulting. “Those higher levels of 
communication and collaboration 
translate into improved customer ser-
vice,” says Dozier, “and a workforce 

that’s more focused on a point in 
time, versus a slip of paper.”

Smaller, more nimble ship-
pers are using wireless to 
ramp up and improve their 

technology infrastructures. There’s 
little doubt that mobile allows compa-
nies to become more successful overall 
thanks to the expedited information 
sharing, portability, and connectiv-
ity that it offers shippers. Dozier sees 
smaller fi rms taking a bigger interest in 
developing wireless supply chains—in 
particular, those that aren’t currently 
tied into large, enterprise-wide, wired 
technologies. 

In fact, she says one of the biggest 
obstacles that larger organizations 
run into when implementing wire-
less solutions is the fact that they’ve 
already invested signifi cant dollars in 
wired systems. “When you don’t have 
large investments in current technol-
ogy,” says Dozier, “it’s actually easier to 
move forward with mobile initiatives.” 

The mobile device and appli-
cations are being paired up 
with the individual worker in 

mind. Smart phones, tablets, and rug-
gedized devices aren’t homogeneous 
and neither are the individuals who 
use these products on a daily basis. 
Dozier says that both shippers and 
vendors have awakened to this fact, 
and notes that both entities are taking 
more time to match the right user up 
with the correct device.

“Shippers have to recognize that there 
are different devices for different peo-
ple,” Dozier says, “and look hard at what 
device, data, and applications someone 
may need to be able to the job.” As part 
of this trend, Dozier says many vendors 
are now working to separate their devices 
from the associated applications and are 
moving away from the age-old strategy of 
integrating technology into their devices 
on the assembly line.

Mobile devices are still only 
as good as the information 
that’s available. Looking back 

at how much supply chain visibility 
shippers have gained over the past 
two years—and how much they will 
gain over the coming two years—Ellis 
says much of that positive impact 
comes from the continued growth of 
wireless and mobile in the space. But 
none of that would be possible with-
out the information itself, says Ellis, 
who points out that mobile devices 
are only consuming the information 
that’s being made available to them. 

“You can have the best mobile device 
in the world, but the information is still 
the information,” says Ellis. “Mobility 
serves purely as a more fl exible access 
point and a way for shippers to get at 
the information that they need to make 
the best possible business decisions.”  

Wireless crystal ball 
Going forward, all of the analysts inter-
viewed for this article say mobility will 
play an increasingly important role in 
supply chain management. 

Being able to “cut the wires,” it seems, 
can create substantial benefi t across the 
supply chain and allow shippers more 
freedom to optimize their operations and 
improve visibility. No longer relegated to 
a desk, rolling computer stand, or elec-
trical socket, supply chain professionals 
continue to leverage mobile devices and 
applications nearly as quickly as vendors 
produce them. 

Ellis says that there’s no end in sight 
to the wireless supply chain movement. 
“We expect a nice upward tick in the use 
of mobile and an emphasis on better and 
smarter devices,” says Ellis. “It will be a 
steady, upward march for wireless as its 
adoption levels rise, the business case for 
it becomes clearer, and the number of 
available mobile tools grows.”

Bridget McCrea is a Contributing 
Editor to Logistics Management

Supply Chain & Logistics Technology

Because they don’t require hard wiring or elaborate IT 
infrastructures, today’s wireless solutions—many of which 

can be run in the cloud—are helping shippers of all sizes 
make the jump from manual, fax-based systems to highly 

automated solutions literally overnight. 
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Before entering this vibrant marketplace, trade experts advise 
logistics managers to conduct a very careful examination of the 
region’s transportation and regulatory infrastructure.

BY PATRICK BURNSON, EXECUTIVE EDITOR  

T  
he 2013 A.T. Kearney Foreign 
Direct Investment Confidence 
Index (FDICI), a regular mea-
sure of senior executive sen-
timent at the world’s largest 

companies, indicates that Latin Amer-
ica remains attractive to U.S. shippers 
and manufacturers. Furthermore, key 
emerging economies in the Americas are 
making a strong showing in the invest-
ment landscape this year, with Chile and 
Argentina joining Brazil in the top 25. 

“Rather than a temporary safe haven 
during economic upheaval, emerging 
markets—particularly in Latin Amer-
ica—are developing into a comple-
ment, instead of an alternative, to the 
developed world,” notes Erik Peterson, 
managing director of A.T. Kearney’s 
Global Business Policy Council.

Brazil maintained its third place 
position in the FDICI this year. In 
2011, its foreign direct investment 
(FDI) hit $66.7 billion, its highest 
level ever and a 37 percent increase 
since 2010. More inflows are likely on 
the way, with the 2014 World Cup and 
2016 Olympics needing transportation 
and infrastructure investments of more 
than $200 billion. However, manufac-
turing remains the recipient of nearly 
half of Brazil’s FDI, with European, 
Scandinavian, and Chinese investors 
all adding billions to its economy.

But before entering this vibrant 

marketplace, trade experts advise 
logistics managers to conduct a careful 
examination of the region’s transpor-
tation and regulatory infrastructure. 
“Given sociopolitical and economic 
forces that seem only to be racking up 
new surprises each year in the region, 
investors in developed economies and 
emerging countries alike will need to 
find nimble strategies to deal with this 
shifting landscape,” says Peterson.

Infrastructure investment needed
The benefits of logistics investments 
in South America have been addressed 
recently by the Inter-American Devel-
opment Bank’s Department of Infra-
structure and Environment.

Jean-Paul Rodrigue, professor in the 
department of global studies and geog-
raphy at Hofstra University, observes 
that transportation is an inherently 
crucial factor in supporting trade activ-
ities as well as providing opportunities 
for economic development. He argues 
that transport infrastructure capacity 
may have limited value if not supported 
by a proportional level of reliability and 
timeliness in freight distribution sup-
ported by transport services.

“Latin American and Caribbean 
ports have seen remarkable growth 
of containerized traffic handled with 
the development and expansion of 
port infrastructure,” says Rodrigue. 

“The conventional role of a resource 
exporter, such as agricultural and 
mining products, is being expanded 
through an increasing sophistication of 
imports and exports.”

Rodrigue says port facilities and 
their hinterland have responded with 
infrastructure investments with a well-
founded anticipation of additional traffic 
growth. “Transport infrastructure capacity 
must be accompanied with freight logis-
tics reliability, effectiveness, and resil-
ience,” he adds.

However, Latin America’s port infra-
structure is still rated “below average” 
by the World Bank. Channel capacity at 
most ports is insufficient, with produc-
tivity and berthing delays a continuing 
issue. And, Latin America’s exports are 
growing, but their share of domestic 
GDP is low, notes Walter Kemmsies, 
chief economist at the at the coastal and 
civil engineering firm Moffatt & Nichol.

“Infrastructure investment lowers 
costs and can raise downstream industrial 
exports while lowering commodity price 
inflation,” Kemmsies says. “The Panama 
Canal expansion and other infrastructure 
are needed to raise the share of contribu-
tion and global economic activity.”

Big 3: Brazil, Chile, Argentina
Mallory Alexander International Logis-
tics, a global 3PL with corporate head-
quarters in Memphis, has examined 

South America: 
Proceed with care

Global Logistics
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the relative strengths and weaknesses 
of the transport networks in the three 
major South American trading nations. 

Brazil strongly depends on the high-
way system, with more than 56 percent 
of its freight moving on its highways per 
annum. But according to B. Lee Mal-
lory, the 3PL’s, executive vice president, 
only 26 percent of the highways are in 
excellent or good condition. 

“Concentration of rail in the country 
is in Sao Paulo, Minas Gerais, and Rio 
Grande do Sul,” observes Mallory. “This 
mode is used chiefly to move raw materi-
als, but increased privatization and expan-
sion of rail will alter this significantly.”

Ocean cargo shipping is clearly des-
tined to grow exponentially in Brazil, 
as it currently represents only 1 per-
cent of total cargo moved in the coun-
try. For that to happen quickly depends 

on how fast new road access to harbors 
and warehousing can be achieved. Air 
cargo, too, is expected to ramp up, say 
analysts, especially now that a new 
regulatory agency—Agencia Nacional 
de Aviacao Civil—has been created. 

One of the chief barriers to entry, 
however, may not be related to sea or 
air freight transportation. Regulatory 
restrictions are often the greatest chal-
lenge, say logistics leaders. “The best 
markets, such as Brazil, still put big 
obstacles in high bureaucratic institu-
tions with complex tax structures,” says 
Jaime Cabrera, vice president, Latin 
America for ICAT Logistics, a global, 
agency-based freight forwarder.  

Gustavo Paschoa, sales, market-
ing, and engineering director for Pen-
ske Logistics in South America, agrees 
with Cabrera, but says Brazil is seeing 

improvement. “At the end of last year, 
a new law for drivers was implemented 
that improved regulations and ben-
efits,” says Paschoa. “This is an essen-
tial law in Brazil, especially in the long 
term. But in the short-term, it’s been a 
great adjustment for shippers, increas-
ing transportation costs even further.”

Because Brazil is a member of the 
regional trade agreement known as 
Mercosur, any bilateral deal must affect 
all countries in this trade commu-
nity, notes Paschoa. Even without this 
regional trade agreement, he says, Brazil 
has created a good environment for U.S. 
shippers to start their operations there.

“Large companies from the U.S., 
Europe, and Asia are announcing new 
facilities and assembly lines in Brazil, 
with the objective of entering our mar-
ket and providing services and goods 
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for the entire South American region 
using the near-sourcing concept to 
create more fl exibility and competi-
tiveness in the region,” says Paschoa.

Chile, meanwhile, enjoys a high 
level of foreign trade, with exports 
accounting for 40 percent of GDP. 
Furthermore, the nation claims to 

have more bilateral or regional trade 
agreements than any other country in 
the region. Due to heavy government 
regulation, however, analysts say that 
there are still some signifi cant barriers 
to international competitiveness. “The 
railroads in Chile, for example, remain 
under state control,” says Mallory. 

“Ports, too, are owned by the state, but 
with recent changes in the law, there 
are now 10 independent companies 
that are fully responsible for manage-
ment, development, fi nancial adminis-
tration, and assets.” 

Highway networks in Chile remain 
fragmented, though most roads are well 
maintained. And due to the country’s 
mountainous geography, aviation is very 
important. Chile has 370 useable air-
ports, but only 62 have paved runways. 
“The need for increased professionaliza-
tion and more effi cient technology has 
been identifi ed as the challenge for the 
industry,” Mallory adds.

Argentina has a solid infrastructure 
system in comparison with other Latin 
American nations, but many areas need 
signifi cant improvement. For example, 
the majority of Argentine roads are two-
lane national and provincial routes. At 
the same time, Argentine rail lines have 
not been well maintained over the past 
several decades, with many key seg-
ments inoperable today.

“Despite these challenges, Argen-
tina’s rail freight traffi c has increased 
by more than 10 percent in each of 
the past fi ve years,” says Mallory. “As a 
result of improved utilization and effi -
ciencies, the cost of rail transportation 
has dropped by 25 percent.”

Most of Argentina’s major ports are 
located on the Atlantic coast, with little 
freight transported along the domestic 
waterways. Air cargo represents only 1 
percent of the total cargo transported 
in the country, although that may 
change if the government is successful 
in privatizing some of the nation’s 142 
airports. So far, only 33 major airports 
have been turned over to private com-
panies to operate.

Edgar Blanco, research director 
at the MIT Center for Transporta-
tion and Logistics, says Argentina’s 
government has other issues on its 
plate, however. “The macro-economic 
climate in this country is still in bad 
shape,” he says. “It’s good to see that 
transportation infrastructure is fi nally 
getting the attention it deserves, but 
there are bigger political issues to 
resolve before U.S. shippers will do 
much more business there.”

Patrick Burnson is Executive 
Editor of Logistics Management
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F
inding effective supply chain 
leaders is a challenge. Above 
and beyond smarts and great 
people skills, today’s profes-
sionals need to be innovative, 

collaborative, influential, metrics-
driven, tech-savvy, fair, and inspiring. 
They must possess a true understand-
ing of the supply chain as a collection 
of interdependent functions—not as 
silos of operations—that must work 
together to ultimately give the com-
pany a competitive advantage.   

It’s a challenge that’s taken very 
seriously by global medical technol-
ogy leader Becton Dickinson and 
Company (BD) and its supply chain 

We follow how the 
medical technology giant 
structured its development 
program to generate 
seasoned managers and 
collaborative decision-
makers. If you’re looking 
to grow top-notch supply 
chain talent you may want 
to pay attention.

BY MAIDA NAPOLITANO, 
CONTRIBUTING EDITOR

BD: Investing in  
future supply 
chain leaders

Warehouse & DC Management: Labor
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Left to right: Larry Smith, vice president for global supply chain; Mary 
Groskin, supply chain development associate; Devin Maguire, supply chain 
project manager; Ewald Parolari, senior director for supply chain operations.
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organization. Ranked third by analyst 
firm Gartner in its annual Healthcare 
Supply Chain Top 25 for two years in 
a row, BD’s supply chain has always 
made every effort to find and develop 
the best talent to lead its operations at 
all levels.

One such initiative is the company’s 
Supply Chain Development Program 
(SCDP). The mission of the SCDP is 
to specifically enhance BD’s leadership 
base by recruiting entry-level asso-
ciates who aspire to become future 
supply chain leaders. This two year 
rotational program is designed to offer 
leadership development and valuable 
hands-on work experience to associ-
ates in an environment where they can 
rotate through the different depart-
ments and functions within BD’s sup-
ply chain group.  

Only the very best candidates who 
demonstrate strong interest in the  

supply chain are selected from graduates 
of some of the top supply chain manage-
ment university programs in the country. 

“These college graduates enter BD 
with a ‘theoretical’ understanding of 
the supply chain,” says Ewald Paro-
lari, BD’s senior director for supply 
chain operations and one of the found-
ers of the program. “By the time they 
come out of the development program, 
they’ve got the theoretical and the real 
world melded together, and they are 
providing great ideas because they’re 
looking at the supply chain from dif-
ferent perspectives compared to those 
who have been in only one position for 
their entire career.”

Larry Smith, BD’s vice president for 
global supply chain and co-founder of 
this program, agrees. “We want people 
who can think holistically across the 
whole supply chain continuum—from 
taking the order to delivery. What better 
way to do it than to spend the time and 
actually work in other parts of the sup-
ply chain where they can get a much 

better understanding and feel for how 
these functions all fit together.”

Over the next few pages, we’ll follow 
how BD structures its development 
program to generate seasoned manag-
ers and decision-makers who can one 
day drive capabilities for collaboration 
and develop innovative solutions for 
the efficient delivery of product to cus-
tomers. If you’re looking for good tal-
ent for your supply chain, it’s best to 
pay attention.

How it started 
Rotational development programs are 
not unique, and many Fortune 500 
corporations offer similar types of pro-
grams. “This has been a proven way 
to bring new talent into a company,” 
explains Smith. “In fact, within BD, 
manufacturing, IT, HR, and procure-
ment all have similar, but separate 
rotational development programs. 

However, we collaborate and share 
best practices across all the programs.” 

It wasn’t until 2004 that a develop-
ment program that was specific to the 
supply chain was formally established 
at BD in partnership with two major 
universities—Penn State and Rutgers. 
These institutions offer undergraduate 
degrees in supply chain with course 
offerings in logistics, transportation 
management, and project management. 

“Recently, we also started working 
with Rider University in New Jersey,” 
adds Smith. “Their program is rela-
tively new, but BD, along with several 
other locally based companies, is help-
ing Rider develop a curriculum for new 
supply chain undergraduate degree pro-
grams. Supporting local universities is 
something we encourage.”  

In 2005, both Smith and Paro-
lari wanted to take the development 
of these entry-level associates to the 
next level. “We wanted to give them 
a broader, quicker assimilation across 
the whole supply chain so that they 

would be more valuable not only 
to themselves, but also more valu-
able to BD,” explains Smith. They 
began structuring a formal program 
that would have participants rotating 
through four or five different functions 
of the supply chain.

The group had always hired several 
interns for two months in the summer 
and one or two students for six-month 
co-op programs. These interns and 
co-op associates now became feed-
ers into this newly established supply 
chain development program. “If you 
do very well in the internship or co-op 
program, it typically leads to a supply 
chain development position,” explains 
Parolari.  

In 2008, they also put together a 
supply chain competency model for 
each of the major functional areas. 
From entry-level to the VP level, a list 
of competencies was developed, track-
ing the expertise and knowledge level 
required to reach the required com-
petency. Managers use an assessment 
model to work with associates to help 
them understand what development 
areas they need to focus on to be more 
successful and further their career 
goals. 

“There are currently eight associ-
ates who are either enrolled or are 
graduates of the program within BD,” 
reports Parolari. “Typically two or three 
are added every year.” Following suc-
cessful completion, program associates 
can then apply and interview for tra-
ditional full-time positions within the 
supply chain group.

How it works
BD sends teams of people during each 
university’s recruiting periods to inter-
view for the internships and co-op  
programs. Because BD is looking to 
hire only the best of the best for this 
program, it’s highly selective. A bach-
elor’s degree in supply chain man-
agement or industrial engineering is 
preferred, along with a high GPA and 
previous internship experience. 

BD’s supply chain project manager, 
Devin Maguire, who completed the 
program in 2010 and now actively par-
ticipates in the recruitment process, 
strongly emphasizes the importance 
of working well with others. “You are 

The mission of the Supply Chain Development Program is 
to enhance BD’s leadership base by recruiting entry-level 
associates who aspire to become future supply chain leaders.
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spending six months in five different 
rotations. You’re going to be working 
with a number of different people, and 
you must be able to communicate and 
work well as part of a team.”

Once selected, the participants fol-
low a very structured program. “What 
we try to do is follow the exact flow 
of a product as it moves through the 
supply chain,” says Parolari. “So you 
start in customer service, distribution, 
transportation, then either the master 
data area or the planning area with the 
businesses.” For each function, not 
only are associates exposed to transac-
tional, day-to-day operations and sys-
tems, but they also take on continuous 
improvement projects.

The customer service rotation offers 
associates an introduction into BD’s 
product offerings and customers. Mary 
Groskin, a supply chain development 

associate who just recently completed 
the program, went through a four-
month rotation in customer service. 
“It helped me gain product knowledge 
as well as acquire an introduction into 
our SAP system and how it supports 
order management,” she says.

The distribution rotation exposes 
associates to BD’s distribution centers 
(DCs) and fulfillment operations. With 
BD opening a new East Coast DC in 
North Carolina during his rotation, 
Maguire had plenty to do—from rack 
labeling projects to systems testing: “We 

had to test SAP and make sure that it 
was seamlessly running with our WMS.”

The transportation rotation allows 
associates to conduct day-to-day trans-
portation planning with its transpor-
tation management system (TMS). 
Groskin planned domestic shipments 
and learned how to resolve transporta-
tion-related issues. “I also completed a 
truckload consolidation project where 
I investigated LTL shipments to find 
consolidation opportunities,” she says. 
“Additionally, I worked on improving 
ocean carrier selection strategies.”

 “What we try to do is follow the exact flow of a product as 
it moves through the supply chain. So you start in customer 
service, distribution, transportation, then either the master  
data area or the planning area with the businesses.”

 —Ewald Parolari, senior director for supply chain operations

Ewald Parolari, BD’s senior director of 
supply chain operations, shares how 

his leadership team leverages the LMS 
(labor management system) to manage 
day-to-day operations and drive efficien-
cies into BD’s supply chain.

Logistics Management (LM): What 
made BD decide to install LMS in all 
three of its largest DCs?

Ewald Parolari: In 2006, our third 
party logistics (3PL) partner, Genco 
ATC, approached us on the benefits of 
LMS. That meeting generated multiple 
discussions between Genco and BD 
on how we can use LMS to improve 
productivity while proving continuous 
improvement project savings. LMS 
would also give us “eyes” into our 3PL’s 
labor and enable us to challenge, quite 
frankly, the productivity levels at all 
three of the DCs. Genco also agreed to 
pay for the systems and set up a gain-
share type of deal. So, any productivity 
savings that the LMS would drive would 
be used to help pay for the systems. 
In two of the DCs, we paid it off in two 
years—in the other one we paid it off in 
less than three years.

LM: How important is the LMS in man-
aging the DCs?

Parolari: In my opinion, LMS is man-
datory in order to run an efficient and ef-
fective DC. Without LMS, we would have 
no idea where our productivity levels are 
and it would be difficult for 
us to know how we were 
doing. It’s also at the crux 
of a number of programs 
that we are currently run-
ning here at BD. 

LM: How are you currently 
using your LMS?

Parolari:  We use LMS 
in a variety of ways.  For 
planning and budgeting, 
LMS helps determine how 
much direct and indirect labor we need 
at each step of the operation. It al-
lows us to benchmark throughputs 
against industry standards. If we drive 
a 3 percent productivity improvement 
or a business anticipates a 5 percent 
increase in volume, the LMS can help 
determine the impact on the budget 
so we can do some effective planning. 

For day-to-day operations management, 

it allows the real-time capacity planning 
of daily workloads, including the shift-
ing of labor between functions. It can 
track current productivity to see if an 
operation is running close to standards. 
We can better manage temp work-

force for surge capacity. It 
also tracks nonproductive 
time—which we challenge 
our 3PL to reduce on an 
annual basis. 

LMS also drives the 
analysis for our continuous 
improvement (CI) projects.  
One of our CI projects is our 
cost-to-serve program. In 
conjunction with LMS, this 
program allows us to de-
termine the cost to move a 

case for Customer A versus Customer 
B. It identifies less profitable customers 
so we can initiate programs that will 
drive productivity and improve profit-
ability. Without some kind of tool to 
actually analyze the variations in vol-
umes, we wouldn’t know what the cost 
implications would be. 

—Maida Napolitano, Contributing Editor

BD’s other management tool: LMS

Ewald Parolari



CSCMP.ORG

The most thought-provoking supply chain
experience of your career awaits you.

One conference—hundreds of opportunities.
October 20-23, 2013, Denver, Colorado, USA

CSCMP’s Annual Global Conference—designed exclusively for you—will empower you with 21st century know-how and 
unconventional perspectives. Discover new ways of looking at the issues of the day; rediscover what you love to do.
And the people you’ll meet will transform your business and your career.

All New Program!

Register at cscmpconference.org by June 30, 2013
and save $300 US on regular registration rates!

Keynote Speaker, Felipe Calderón, former 
Expansion, In-

novation, and Transformation: What It Takes 
to Lead, offering key insights into strategic 
policymaking and implementing long-term 
solutions in our interdependent world.

Closing Session Speaker, Mike Rayburn, 
entertainer, business owner, comedian, au-
thor, guitarist, and philanthropist entertains
us with his hilarious, musically amazing,
motivational session, What If and Why
Not?



72    LOGISTICS MANAGEMENT | AUGUST  2013 WWW.LOGISTICSMGMT.COM

The planning rotation allows asso-
ciates to interact with managers from 
other businesses. Under BD Diag-
nostics’ Preanalytical Systems unit, 
Maguire performed demand planning 
for the company’s manufacturing plant 
and also worked on creating a seasonal 
forecast model for products. In the BD 
Medical Surgical Systems unit, Groskin 
reduced the demand variability at BD’s 
manufacturing plants. 

Silver lining
According to Smith, associates who 
have completed the program have been 
so highly regarded that they often get 
other offers from within the rest of BD. 

“These are people who have been 
well trained and are obviously the top 
students coming out of college, so it’s 
natural that other groups in BD want 

them,” says Smith. “We have become a 
net exporter of talent to the rest of the 
organization, which is quite positive. But 
we can’t afford to share everyone. We 
need to keep some of the talent here 
to make sure we are always meeting or 
exceeding the needs of our customers.”  

Parolari certainly agrees. “While it 
makes it a little more challenging for us, 
it has actually become a benefit when 
we talk to the businesses who hired 
some of our associates. It makes com-
munication and collaboration between 
both groups a lot easier because they 
already know our issues as they have 
spent time in the supply chain.”  

Through their exposure to the dif-
ferent groups, Maguire and Groskin 
saw themselves networking and build-
ing relationships. “The various groups 
appreciated what we did for them,” says 

Maguire. “Now as project managers, 
when we need a deliverable from them, 
it’s easier for us to collaborate.”

Looking to the future
As the company continues to grow 
around the world, Smith says BD 
intends to continue to grow the pro-
gram. “We’ve had discussions with 
our supply chain leaders in Asia, Latin 
America, and Europe about how to 
establish similar programs there.”

“There’s no doubt in my mind that 
many of these associates who completed 
the program will eventually be hold-
ing high-level management positions,” 
says Parolari. “They’re already better 
decision makers, and they understand 
what the impact is going to be on cus-
tomer service or downstream on trans-
portation. It’s no longer a silo, it’s more 
holistic business decision making.” 

Maida Napolitano is an engineering  
consultant and a Contributing Editor to 

Logistics Management

Find everything you need when researching  
companies, trends, and industries.

“We’ve had discussions with our supply chain leaders in Asia, Latin 
America, and Europe about how to establish similar programs.”

—Larry Smith, vice president for global supply chain and co-founder of the program
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Will the “greening” 
of fleets trump 

overcapacity challenges?
Logistics managers expect that, as ocean carriers’ 

cash fl ow gets tighter, the charter market will increasingly 
be used for newer, fuel-effi cient vessels. The payoff 

for shippers will be sustainable service. 

By Patrick Burnson, Executive Editor

W ith rates fi nally stabilizing, ocean cargo 
carriers may be able to relax a bit this year. 
Meanwhile, shippers are getting more 

customized service in all the trade lanes. And with 
older vessels being replaced with newer, more fuel-
effi  cient models, everyone is breathing a bit easier. 

While cleaning up their fl eets with new “green” 
ships, ocean carriers continued to enjoy modest 

success in increasing freight rates from Northern 
Europe to the East Coast of North America in 
June. Meanwhile, market feedback indicates that 
the improvement continued in July, following the 
partially successful implementation of General 
Rate Increases (GRIs) of around $150 per twenty-
foot equivalent unit (TEU) and $200 per forty-
foot equivalent unit (FEU) at the beginning of the 
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month. According to Drewry’s Container Freight Rate Insight, 
the average “all-in” freight rate from Rotterdam to New York, 
based on forwarder buy rates for spot cargo, increased by 5 
percent between May and June.

“This is surprising, given the poor trade lane supply-de-
mand fundamentals,” says Martin Dixon, research manager 
at Drewry Supply Chain Advisors in London. “But the 
fundamentals cover the whole of the East Coast of North 
America, whereas the trade lane’s schedules tend to be sepa-
rated between Canada, the U.S. East Coast, and the U.S. 
Gulf of Mexico, where the current dynamics of each are very 
different. The St. Lawrence Seaway is now ice-free, thereby 
enjoying a seasonal pick-up in traffic, for example.”

GRIs on the transpacific are sticking as well, say analysts. 
Ocean cargo carriers comprising the Transpacific Stabilization 
Agreement (TSA) have announced a guideline Peak Season 
surcharge of $400 per FEU from Asia to all U.S. destina-
tions, effective August 1.

According to TSA executive administrator Brian Conrad, 
each carrier plans their individual vessel and equipment al-
locations to meet back-to-school and holiday retail cargo de-
mand. “Positive signals on consumer confidence for second-
half 2013, and healthy consumer spending data in the second 
quarter, suggest a likely bump for Asian imports in coming 
months, and container shipping lines in the TSA are prepar-
ing for a potentially healthy Peak Season,” says Conrad. 

TSA lines reported gains from the most recent round of 
Asia-U.S. freight increases taken on July 1, but said results 
still fall short of overall revenue objectives for 2013-2014 ser-
vice contracts, so they will be weighing the need for further 
initiatives later this summer and early fall. 

As forecasted in Logistics Management, shippers have 
been bracing for the rate hikes for several months now. “It is 
hard to say at this point what the size and the timing of the 
Peak Season will be,” adds Conrad. “But lines are expecting 
a defined peak period and want to be prepared. That means 
having the necessary vessel and equipment assets in place, the 
right mix of services, and their costs adequately covered to 
quickly address contingencies.”

Peter Sand, chief shipping analyst for The Baltic and 
International Maritime Council in Copenhagen (BIMCO), 
observes that the traditional Peak Season has undergone 
severe change since the Great Recession, however.

“The U.S. consumer market is determining different 
peaks now,” says Sand. “Back-to-school, black Friday, and the 
Christmas holiday are still valid, but there is now less pres-
sure on a season that was once unique.”

Greening fleets
The greening of ocean cargo transport may very well be the 
unifying element in an industry recently rocked by volatile 
and unpredictable demand cycles, say analysts. 
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Claus Hemmingsen, partner 
and member of the executive 
board at A.P. Møller- Mærsk, 
says that the world’s largest car-
rier has increased efficiency and 
productivity while building 
more fuel-efficient vessels. 

This ultimately means less 
“scrapping” of ships that have 
abbreviated life spans due to poor design. “We are 
exceeding our own expectations,” says Hemming-
sen. “When we invest in new terminal and port 
operations, too, we put sustainability at the top of 
the agenda.”

The World Shipping Council (WSC) maintains 
that initiatives like those launched by Maersk and 
other major carriers comprising its membership 
make ocean cargo shipping easily the most carbon-
efficient mode of transportation. 

“The industry currently has a compelling incen-
tive to reduce fuel consumption, and therefore 
carbon emissions, because fuel is already, by far, the 
largest cost of liner operations,” says Chris Koch 
WSC president and CEO. “We estimate that at 
current prices, the liner shipping industry alone 

is probably spending roughly 
$50 billion a year on fuel for 
vessels serving the U.S. inter-
national trade.”

This observation is mir-
rored in a recent report of the 
International Maritime Expert 
Working Group, which in-
dicates that international mari-

time shipping accounts for 2.7 percent of annual 
global greenhouse gas emissions. And according 
to analysis by the Swedish Network for Transport 
and the Environment, shipping also produces fewer 
exhaust gas emissions—including nitrogen oxides, 
hydrocarbons, particulates, carbon monoxide, and 
sulfur dioxide—for each ton transported one mile 
compared to air or road transport.

Other notes of interest provided by the WSC 
include:

• A ton of goods can be shipped from the Port of 
Melbourne, Australia, to the Port of Long Beach, a 
distance of 7,935 miles, while generating fewer CO2 
emissions than are generated when transporting the 
same cargo in the U.S. by truck from Dallas to Long 
Beach, a distance of 1,442 miles.

Global trade data is flat in June but should 
pick up in coming months, says Panjiva
NEW YORK CITY—While global 
trade growth patterns remain in 
tact, trade activity was mostly 
stuck in neutral in June, accord-
ing to data released this week 
by Panjiva, an online search 
engine with detailed information 
on global suppliers and manu-
facturers.

U.S.-bound waterborne ship-
ments—at 1,124,466—were 
down 2 percent annually from 
May to June and up 2 percent 
annually. This is in line with 
seasonal activity in recent years, 
with a 2 percent May to June 
gain in 2012, a 1 percent decline 
in 2011 and a 2 percent gain in 
2010.

Panjiva said that the num-
ber of global manufacturers 
shipping to the U.S in June—at 
174,178—was up 1 percent from 
May to June and up 17 percent 
compared to June 2012.

“June is coming off of a 

pretty strong April and May and 
is typically a flat month, being 
either slightly up or down,” 
Panjiva CEO Josh Green said. 
“That said, these numbers are 
not terribly surprising. Being 
flat is OK heading into back to 
school and the holiday shopping 
seasons in the second half of 
the year, which should translate 
into pretty steady gains over the 
next few months.”

When asked about the 17 
percent annual spike in the 
number of global manufactur-
ers shipping to the U.S. in June, 
Green said it is representative 
of “real growth” which began 
to occur around the end of 
2012 and may also represent 
a diversification in the supply 
base with some manufacturers 
looking outside of China, too, to 
make sure they have sources in 
various places.

What’s more, aside from 

China, Green said sourcing ac-
tivity in Southeast Asia is doing 
quite well, especially in some 
labor-intensive industries.

“We are seeing some of the 
higher value-add manufactur-
ing and technology-intensive 
manufacturing remain in China, 
though, as the sourcing destina-
tion of choice,” Green said. 
“Part of that has to do with the 
capabilities built up there are so 
strong that it is hard to replicate 
those capabilities elsewhere.”

Looking at things on a do-
mestic basis, Green said the 
U.S. economy is doing well as 
are trade flows associated with 
the U.S. economy, too.

“I am bullish about the holi-
day season, and in the medium- 
term the real question marks 
will be around China and how it 
manages the economic chal-
lenges it is facing in the months 
and years ahead,” Green 
explained.

—Jeff Berman, 
Group News Editor



Orchestrate efficiency.
Partial shipments strike sour notes in your supply chain with time wasted, 
money spent, and opportunities lost. Find the savings you’ve been looking 
for and the service levels your customers demand with freight consolidation. 
With innovative load-building technology and a vast freight network, you can 
streamline your shipping and gain a competitive advantage with a faster, 
smarter, and more efficient supply chain.  

Schedule your free consultation with the consolidation experts today. 
solutions@chrobinson.com  |  800.323.7587

©
 2013 C

.H
. R

obinson W
orldw

ide, Inc. A
ll R

ights R
eserved. w

w
w
.chrobinson.com

Partial shipments 
playing in unison.

Watch our video to find out how C.H. Robinson’s 
Freight Consolidation services drive down freight 
costs and emissions while increasing productivity. 



A SPECIAL SUPPLEMENT TO LOGISTICS MANAGEMENT

Special Report

80S  August 2013  •  Logistics Management

• A ton of goods can be 
moved from the port of Ho 
Chi Minh City, Vietnam, to 
Tianjin, China, a distance of 
2,067 miles, generating fewer 
CO2 emissions than would 
be generated if the same 
goods were trucked from 
Wuhan in Central China to Tianjin, a distance of 
just 614 miles.

• The wine industry recently found that a bottle 
of French wine served in a New York restaurant will 
have a lower carbon transportation footprint than a 
bottle of California wine served in that restaurant.

Koch maintains the these points add up to one 
major conclusion: “The size and global nature of the 
shipping industry makes it important for the indus-
try to continuously work to reduce its environmental 
impact, and there is evidence that the industry has 
made significant progress,” says Koch.

Where’s the ROI?
But in the end, do shippers 
really care? That compelling 
question was posited last May 
in the 2013 Executive Survey on 
Supply Chain Sustainability sur-
vey conducted by AlixParnters, 
a global research firm based in 

New York. More than 150 C-level executives from 
a broad range of industries in the U.S. and Europe 
responded. 

The findings of the survey reveal that even 
though most supply chain executives agree that 
sustainability is becoming an increasingly impor-
tant issue among customers and senior manage-
ment, cost still trumps environmental impact as 
a driver of behavior. “Still, companies that can 
implement cost-effective supply chain sustainabil-
ity improvement strategies and market them to 
customers will have a competitive advantage,” says 

Port Tracker report says import activity  
to remain slow in summer months
NEW YORK CITY—Barring a sudden shift in 
economic activity, U.S.-bound import activity 
is expected to remain along its current trend 
lines of slow growth, according to the monthly 
Global Port Tracker North America report from 
the National Retail Federation (NRF) and Hackett 
Associates.

The report is calling for a 1.1 percent annual 
gain for imports in July, continuing the ongoing 
trend of a relatively slow summer, but it noted 
that could change with increased import activity 
heading into the holiday season in the fall. 

The ports surveyed in the report include: Los 
Angeles/Long Beach, Oakland, Tacoma, Seattle, 
Houston, New York/New Jersey, Hampton 
Roads, Charleston, and Savannah, Miami, and 
Fort Lauerdale, Fla.-based Port Everglades.

“With the economy recovering slowly, retailers 
have been cautious with imports this summer, 
but it’s clear that they expect an upturn later in 
the year,” said Jonathan Gold, NRF’s vice presi-
dent for supply chain and customs policy, in a 
statement. “Import numbers have been close to 
flat since spring, but we expect to see stronger 
increases this fall.”

The Port Tracker report said 1.38 million TEU 
(twenty-foot equivalent units) were handled in 
May (the most recent month for which full data is 
available) for the ports followed by Port Tracker, 
which represents a 1.2 percent gain from April 
and a mere 0.6 percent increase compared to 
May 2012.

The report said that the first six months of 2013 

hit 7.8 million TEU, matching previous estimates, 
and is up 1.2 percent compared to the first six 
months of 2012. Full-year 2012 TEU volume at 
15.9 million TEU was up 7.3 percent annually.

In his comments in the report, Hackett As-
sociates Founder Ben Hackett said that he still 
expects the annual containerized import growth 
rate for all ports covered in the report to be north 
of 3 percent and possibly as high as 4 percent 
with the caveat that it is dependent on economic 
measures taken in Washington.

“Consumers continue to maintain a modicum 
of confidence and importers have been building 
up their inventories,” wrote Hackett. “The impact 
of the ‘sequester’ budget cuts is making its mark 
with reduced GDP in the second quarter, but it 
remains well in positive territory and does not 
suffer from the same problems we see in Europe.”

But that does not mean everything is going 
great either, he cautioned, telling LM that U.S. 
consumer demand still remains weak at a 1 per-
cent growth rate even though the GDP is slightly 
above 2 percent.

“The inventory-to-sales ratio has also gone 
up and is close to pre-recession levels that were 
last seen around 2006,” Hackett explained. “That 
is a potential warning sign and it also means 
there is enough inventory in stores which do not 
require importers to have a big Peak Season.”

And with current inventory levels ostensibly 
sufficient, Hackett added that it is hindering any 
reason to increase those levels.

—Jeff Berman, Group News Editor
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Foster Finely, a managing direc-
tor at AlixParnters.

Although 72 percent of 
respondents say their companies 
have corporate policies or sets of 
objectives regarding sustainabil-
ity, 84 percent say lower costs 
are more important to custom-
ers than improved environmental impact. Some 70 
percent indicate that they would pay no more than 
2 percent more for sustainable initiatives.

European companies responding to the survey 
say they’re more likely to emphasize sustainability, 
with 88 percent of respondents from Europe hav-
ing sustainability policies already in place. Simi-
larly, 33 percent of European executives surveyed 
say green initiatives on “supply chain sustainability” 
were “extremely important” or “very important.”

“Yet no matter where companies are based 
or how important their executives said they feel 
sustainability to be, the majority (53 percent) of re-
spondents say green initiative policies or objectives 
do, in fact, affect supply chain operations moder-
ately or a great deal,” says Finley. “Just 14 percent 
said green concerns affect supply chain operations 
very little or not at all.”

Executives also expressed concern about return 
on investment in green supply chain practices. Less 
than a third (31 percent) of American executives 
surveyed said they’d be willing to invest in green 
logistics initiatives that do not produce positive 
financial returns. In Europe, however, more than 
double that number—62 percent—reported will-
ingness to invest.

Nevertheless, certain sustainable supply chain 
opportunities are seen as having greater potential 

for financial return than others 
are, with freight  consolidation and 
network  optimization—both  cited 
by 53 percent of executives sur-
veyed—topping the list. Similarly, 
third-party logistics and trucking (49 
percent each) are seen by execu-
tives as the segments in which the 

most cost-competitive sustainable innovations can be 
found—not ocean cargo. 

“For companies willing to spend on sustainable 
technologies, nearly 60 percent require a cost pay-
back within 18 months or less,” says Finley. “Just 
17 percent are willing to wait longer to see a return 
on their investment. That lack of return on invest-
ment is the largest obstacle to achieving greater 
supply chain sustainability, cited by 65 percent of 
executives we asked.” 

Lack of return on investment is followed by 
implementation costs, which was cited by 59 percent 
of respondents. For all of those reasons, active invest-
ment in sustainable supply chain projects remains a 
question mark for many company executives. 

Sharing the risk
But how does one align special interests among car-
riers, shippers, and 3PLs to gain and measure ROI? 
Business for Social Responsibility (BSR), an inno-
vative non-profit association, is close to doing just 
that. BSR’s Clean Cargo Working Group (CCWG) 
is a global, business-to-business initiative dedicated 
to improving the environmental performance of 
marine container transport. 

Angie Farrag, the group’s associate director of  
transport and logistics, explains that CCWG cre-
ates practical tools for evaluating and reporting the 
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environmental impacts of global goods transporta-
tion, thereby helping ocean freight carriers track 
and benchmark their performance and easily 
report to customers in a standard format.

“This helps shippers review and compare carriers’ 
environmental performance when reporting and 
making informed buying decisions,” says Farrag. 

“Our tools represent the industry stan-
dard for measuring and reporting ocean 
carriers’ environmental performance on 
carbon-dioxide emissions.”

As part of its objectives, Clean Cargo 
works to collect emissions data annually 
from its carriers throughout their entire 
fleet. Shippers receive this data in a 
scorecard format that highlights average 
fleet emissions on a trade-lane basis. 

BSR was curious to know how ship-
pers use this data, and they responded as 
follows:

• CO2 emissions: Clean Cargo 
shippers use the Clean Cargo score-
card mainly to report on their CO2 
emissions, but sulfur-oxide (SOx) and 
nitrogen-oxide (NOx) emissions are 
becoming increasingly important.

• Carbon footprint calculation: 
Eighty percent of all interviewed shippers 
joined Clean Cargo because their com-
panies wanted to access the primary data 
of ocean carriers in order to identify their 
baseline emissions in ocean transporta-
tion, calculate their carbon footprint, 
and set emissions reduction targets with 
a more accurate methodology.

• Intermodal transport compari-
son: Shippers highlighted that access 
to Clean Cargo data enables them to 
compare different modes of transporta-
tion and make informed decisions where 
it may be possible to shift certain flows 
to ones with lower emissions—from air 
freight to ships or from road to trains or 
inland water transport.

And while the ocean carriers and 
3PLs comprising CCWG represents a 
“who’s who” of the ocean cargo sector, 
many of the participating shippers are 
arguably brand leaders in their respec-
tive industries. 

“Electrolux started to calculate its 
carbon emission from transportation a 
couple of years ago, and found out that 
emissions are at least as high as energy use 
from Group-combined operations,” says 
Gorm Kjærbøll, global ocean contracting 
manager for the Electrolux Group. “This 
reinforced the importance of working 
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to reduce the company’s transportation 
footprint through initiatives like Clean 
Cargo.”

Sarah Flagg, global head of sustainable 
logistics for Damco International, main-
tains that industry initiatives like Clean 
Cargo are the most effective way to col-
laborate with both carriers and shippers. 

“It enables us to work directly with 
the companies that operate the equip-
ment, move the goods, and own the 
data,” says Flagg. “The ocean carriers 
understand the issues and the potential 
solutions better than anyone else.”

Carrier members, like Peter Livey, 
head of trade management at Hyundai 
Merchant Marine, agree that collabora-
tion is key, but reading from the metrics 
table is critical. “Some of the current 
standards are unrealistic,” he says. “Unless 
the shippers’ top management supports it 
and gets agreement on the procurement 
level, it’s difficult to achieve.”

However, Livey concedes that “har-
monization” even among peer stake-
holders is a move forward. “Standards 
enable engagement vertically and hori-
zontally,” he says. “Shippers and carriers 
are working more closely now than ever 
before, and the environmental concerns 
are shared by all. The shipping commu-
nity can also use a common platform to 
prevail over regulatory obstacles before 
they are put into place.”

And top shipping analysts agree, 
noting that this may represent another 
big payoff: long-term profits for shippers 
of oceanborne cargo and the companies 
that provide it. 

Patrick Burnson is Executive  
Editor of Logistics Management

Special Report

“Shippers and carriers are working more closely now than ever before, and 
the environmental concerns are shared by all. The shipping community can 
also use a common platform to prevail over regulatory obstacles before they 
are put into place.”

 —Peter Livey, head of trade management, Hyundai Merchant Marine
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Pacific Rim Report 
By Patrick Burnson

The Singapore surge
With both China and India losing ground within 
the Association of Southeast Asian Nations (ASEAN) 
this past year, it appears that tiny Singapore is regain-
ing business from U.S. multinationals seeking a stable 
shipping and sourcing alternative. 

China has recently been hard hit by a credit squeeze 
and a collapse in export growth. Meanwhile, India’s 
economy has entered a period of economic turbulence, 
with structurally high inflation as well as large fiscal and 
current account deficits. But because Singapore made 
logistics a priority long ago, it remains on the cutting 
edge of globalization. 

What has been the secret to Singapore’s 
resiliency? A great seaport and airport are two 
obvious answers, but its strategic location is 
key, if not paramount.

Singapore Economic Development Board 
President Kelvin Wong recently told me that 
multinationals are keen to capture the Pacific 
Rim opportunities, but that the Asian geogra-
phy is very complex, with little standardization 
of regulations, business practices, and infra-
structure development. 

“In order to effectively distribute to these emerging 
end markets, logistics companies and manufacturers 
need to build up their pan-Asian expertise in areas such 
as customs and transportation networks,” says Wong. 

The combination of a strong talent pool, access to 
service providers and consulting firms and supply chain 
research capabilities add to the attractiveness of Singa-
pore. Consider the following: 

Third-party logistics providers (3PLs): Singa-
pore is a prime location for major 3PL firms, with 20 of 
the top 25 global logistics players conducting operations 
there—with most of them setting up regional or global 
headquarters on the island. For example, UPS has a 
300-person Asia Pacific headquarters in Singapore with 
the local team overseeing regional decision making that 
covers 15 countries including China and India.

Kuehne+Nagel’s 26-man competence center in Sin-
gapore has worked on regional and global contracts with 
customers such as General Electric, Philips Healthcare, 
P&G, and British America Tobacco. Solutions provided 
could include distribution network optimization, inven-
tory optimization, and transportation route planning.

Strategy & management consulting firms: 
Consulting firms like McKinsey & Company, Boston 
Consulting Group, and Accenture have been investing 
steadily in Singapore as a base for reports and research 
on pan-Asian supply chain trends and forecasts. 

Tax consulting firms: Both Pricewaterhouse- 
Coopers and KPMG use Singapore to offer “value chain 
transformation” solutions with capabilities including 
tax, supply chain management, and risk management 
to support organizations to align their tax, legal, and 
operating models during supply chain transformation.

Carriers: The presence of leading air and ocean 
carriers using Singapore as a hub to serve their regional 
needs have enabled manufacturers to negotiate and 
secure global freight deals. Examples include Maersk 
Line, OOCL, Cargolux, and Lufthansa.

In addition, carriers like NOL and NYK have also 
established their global contracting teams or pricing 
control centers there.

Education: Singapore’s location has also proven 
to be a strong attraction to logistics and supply chain 
intellectual property and represents a hub where tal-
ent is harnessed and developed to drive success in 
Asia. It’s home to a strong base of qualified talent with 
academic background in industrial systems engineer-
ing, decision sciences, operations research, and opera-
tions management. 

China and India represent the foundation for emerg-
ing national economies (BRICs), and no one is counting 
them out in the supply chain arena. However, shippers 
with an eye for constancy and reliable resources under-
stand why the World Bank ranks Singapore number one 
in logistics capability. �

“In order to effectively distribute to these 
emerging end markets, logistics companies 
and manufacturers need to build up their 
pan-Asian expertise in areas such as 
customs and transportation networks” 

— Kelvin Wong, Singapore Economic Development Board president
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