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n Earnings on the upswing. Despite some indica-
tions that the economic recovery may be slowing 
down, second quarter earnings from publicly-
traded transportation and logistics companies 
put that theory to rest. Citing things like tightening 
capacity, improved pricing, and strong inventory 
build-up through the first half of the year, many 
companies, including CSX and J.B. Hunt, among 
others, posted record-breaking numbers for Q2. 

n Rising rail figures. More good news surfaced in 
the domestic rail sector this past month as Norfolk 
Southern Corporation reported second-quarter 
2010 net income earnings. According to spokesmen, 
the company’s earnings totaled $392 million, an 
increase of 59 percent, compared with $247 million 
for second-quarter 2009. Diluted earnings per share 
were $1.04, up 58 percent, compared with $0.66 
per diluted share earned in the second quarter of 
2009. “This is our fourth straight quarter of volume 
growth, and we are optimistic about continued year-
over-year increases in rail traffic,” said CEO Wick 
Moorman. Second-quarter railway operating rev-
enues improved 31 percent to $2.4 billion, compared 
with the second quarter of 2009, primarily as the 
result of a 22 percent increase in traffic volume.

n Air cargo jumps. The International Air Trans-
port Association (IATA) announced international 
scheduled traffic statistics for June, showing 
continued strong demand growth as the industry 
recovers from the impact of the global financial 
crisis. Compared to June 2009, international 
scheduled freight traffic showed a 26.5 percent 
improvement. Capacity increased only slightly 
above demand improvements during the month, 
keeping load factors in line with historical highs 
of 53.8 percent for freight. “The industry continues 
to recover faster than expected, but with sharp 
regional differences. Europe is recovering at half 
the speed of Asia,” said Giovanni Bisignani, IATA’s 
director general and CEO. Outside of Europe, all 
regions reported double-digit growth in air cargo. 
“Business confidence remains high and there is 
no indication that the recovery will stall any time 
soon.” said Bisignani.

n UPS expands Carbon Neutral shipping program.
As a follow-up to a sustainability push launched 
last October, UPS recently announced it’s 

expanding its Carbon Neutral shipping program 
to 35 countries and territories throughout Asia, 
Europe, and the Americas. The UPS Carbon Neu-
tral Program offers shippers the ability to offset 
the CO2 emissions generated by the transport 
of packages within certain regions for various 
services. Company officials said that in the U.S. 
fees range from $0.05 for a ground package, $0.20 
for an air package, and up to $0.75 for an interna-
tional package. Outside of the U.S., a small flat 
fee will vary slightly by country depending on the 
type of service selected and origin and destina-
tion of the shipment. 

n BTS Freight Transportation Services Index 
takes a hit. The Department of Transportation’s 
Bureau of Transportation Statistics (BTS) 
reported that its Freight Transportation Services 
Index (TSI)—the measure of month-to-month 
changes in the output of services provided by 
the for-hire freight transportation industries—
fell 0.4 percent in May, following two months of 
sequential increases. The BTS also noted that 
the Freight TSI at 97.7 was up 4.4 percent year-
over-year. May 2009 marked the lowest level for 
the Freight TSI since June 1997, while the Freight 
TSI is down 13.5 percent from its historic peak of 
112.9 in May 2006. 

n Port Tracker calls for continued, but smaller-
gains. While the forecast for import cargo 
volume at U.S.-based retail container ports 
remains positive, the amount by which volumes 
rise on a monthly basis is expected to narrow 
in the coming months, according to the most 
recent Port Tracker report by the National 
Retail Federation and Hackett Associates. The 
report said July volumes are expected to rise 
by 16 percent year-over-year. Retail container 
volumes saw declining volumes for 28 months 
through November 2009. “Consumers have 
become a bit scared again, according to the 
most recent Consumer Confidence index read-
ing, which was down significantly,” said Ben 
Hackett, founder of Hackett Associates. “It is 
an indication of hesitancy by consumers and 
their willingness to spend more, as opposed to 
just working down debt.”

A n  e x e c u t i v e  s u m m A r y  o f  i n d u s t r y  n e w s

continued, page 2
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continued 

n What peak season? While shippers may be 
heartened to hear that fewer ocean cargo ves-
sels are being scrapped and newbuildings are 
ramping up, some analysts are beginning to 
doubt if demand will sustain growth. The good 
news released recently by Alphaliner concern-
ing more carrier activity has been countered 
by Drewry Shipping Consultants’ Container 
Forecaster, which posits the idea that a “peak 
season” may fail to materialize. “By no means 
do we see a precipitous fall, but there will be 
an impact,” said Neil Dekker, editor of the 
quarterly Container Forecaster. “The danger of 
a weaker recovery has been concealed by the 
fact that ocean carriers believe that they have 
entered a real recovery phase,” added Dekker.

n Deeper water for LA. The Port of Los Angeles 
began the final phase of its 13-year, $370 million 
Main Channel Deepening Project (MCDP). After 
a five-year break in the project to identify and 
environmentally assess additional disposal sites 
for the soil dredged up by deepening the port’s 
main waterways, a barge containing roughly 
4,000 tons of boulders and fill material began to 
discharge its payload at a designated outer har-
bor location. The site, directly west of Angel’s 
Gate, will be a containment area to hold clean 
dredge material and expand the port’s thriving 
outer harbor shallow water habitat by an addi-
tional 50 acres. According to port spokesman, 
completing the final phase of the MCDP over 
the next three years is critical to future trade 
growth and job creation at the Port of Los Ange-
les, especially in light of the completion of the 
Panama Canal expansion in 2014. 

n Obama taps UPS chief  UPS Chairman and 
CEO Scott Davis was named by President 
Barack Obama to serve on Obama’s Export 
Council—part of the White House’s goal of 
doubling U.S. exports in the next five years. The 
President’s Export Council advises the Presi-
dent on government policies and programs 
that affect U.S. trade performance, while also 
providing a forum for discussing and resolv-
ing trade-related problems among businesses, 
industrial, agricultural, labor, and government 
sectors.

n Con-way Truckload ‘doubles up’ on trailers. A 
new offering from the carrier enables shippers 
to better utilize trailer space, as well as more 
effectively secure freight to prevent shipment 
damage. Entitled DoubleStack, the offering is 
comprised of a racking system that enables 
freight to be loaded on two separate, adjust-
able levels throughout the length of the trailer, 
which Con-way officials said accommodates 
shipments of different dimensions along with 
better utilizing trailer space. DoubleStack also 
has custom-designed strapping mechanisms 
that tie down shipments so they do not move 
during transit and also provide protection 
against damage. 

n Targeting BRIC. Choice Logistics, a global 
specialist in customized third-party, high-tech 
service parts logistics, has announced signifi-
cant expansion of its strategic stocking loca-
tion (SSL) network in Brazil, Russia, India, and 
China (BRIC). Choice reports that it will offer 
logistics solutions in each country based on 
its unique import/export guidelines to support 
the efficient flow of parts. The company has 
more than 400 SSLs supporting clients glob-
ally today. “Choice Logistics is aggressively 
expanding its network around the world to sup-
port the needs of our client base, and BRIC is 
an integral component of this strategy,” said 
Michael Notarangeli, vice president of field 
operations for Choice.  

n  Get back to supply chain basics. Join Group 
Editorial Director Michael Levans, Editorial 
Director Frank Quinn, and Executive Editor 
Patrick Burnson for an exclusive virtual con-
ference entitled Supply Chain Fundamentals: 
The Building Blocks of Success. The confer-
ence concentrates on those core supply chain 
activities that translate directly to higher 
productivity and lower costs. Our keynote ses-
sion and conference workshops focus on the 
basics of the four key components of supply 
chain management: Purchasing, Transporta-
tion Management, Warehouse/DC Manage-
ment, and Reverse Logistics. The conference 
is available now on demand at logisticsmgmt.
com/fundamentals.
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TRANSPORTATION  BEST PRACTICES/TRENDS

Freight forwarding: Traversing the red tape
Moving freight across the U.S./Canadian 
border can be more problematic than most 
shippers realize. Our recent research study 
reveals the myriad complexities of the customs 
clearance process—and the downfalls of 
making the trip alone.

SUPPLY CHAIN & LOGISTICS  TECHNOLOGY

YMS: Harmony in the yard
Today’s yard management systems offer 
improved synchronization of the first- and 
last-mile activities outside the four walls—and 
shippers are beginning to listen to the benefits.

GLOBAL LOGISTICS

4PLs emerge
Traditional 3PL services like transportation and 
logistics don’t cut it when a company wants 
to enlarge its global footprint. That’s when the 
value-added, strategic advice of a 4PL may be 
needed. But who gets the call?

WAREHOUSE & DC: LIFT  TRUCKS

Lift trucks: Solving the financial puzzle
Own, lease, or rent? According to lift truck 
consultants, the method that businesses pay 
for lift trucks tends to be a sound economic 
indicator. Here’s how distributors are working to 
solve the complex needs of today’s fleet owner.
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outstanding service providers often 
get overlooked when times are good 
and business is firing on all cylinders. 
But when the economy slows down and 
business runs into a long and dismal 
trough, the spotlight shines in a differ-
ent direction—on to those organizations 
that are not only able to keep their heads 
above water fiscally, but remain capable 
of executing outstanding customer ser-
vice despite the difficult terrain.

This year, Logistics Management 
(LM) is especially proud to help shine 
that light on the 108 carriers and logis-
tics service providers that are being pre-
sented with a 2010 Quest for Quality 
Award. While facing some of the tough-
est operational challenges ever seen by 
the transportation and logistics service 
market, this select group has earned the 
ultimate vote of shipper confidence by 
posting the highest scores across our 
critical service criteria.

In fact, the LM editorial staff was 
in complete agreement: Coming away 
with Quest for Quality gold this year 
just may be one of the most significant 
accomplishments this group may ever 
attain in terms of operational excel-
lence.

The so-called Great Freight Reces-
sion (2007-2009) succeeded in batter-
ing every segment of the global logistics 
system as shipment volumes plum-
meted across all the modes. And while 
many service providers struggled just to 
survive, shippers continued to put more 
and more pressure on them, demanding 
closer partnerships and even more com-
plex service commitments as companies 
scrambled to re-design distribution net-
works in an effort to maximize efficien-
cies and minimize miles.

However, according to the 5,426 
respondents, the carriers and providers 
honored this year (pages 20-40) were 
equal to the challenge.

And while the Quest for is designed 
to reveal the superstars, it also gives 
the industry a quick glance at how ser-
vice levels are perceived across all the 
modes and segments. It’s interesting to 
note that overall 2010 weighted average 
scores—the baseline from which our 
winners are selected—dropped any-
where between one point and three 
points across all of this year’s categories.

This may not sound overly signifi-
cant, but it does mark the second year in 
a row that these baselines have dropped 
across the board, signifying that even 
the best of the best have not been able 
to avoid the sting of a tough economy, as 

reflected in the tougher scoring.
But now it’s time to celebrate the 

winners of the 2010 Quest for Quality 
Awards. And as your pore through the 
results, please keep in mind that this 
initiative represents over six months of 
surveying and number crunching by our 
Peerless Media research staff. In fact, 
it’s the single biggest research project 
we conduct over the course of a year.

This survey has set the gold standard 
for excellence for 27 years, and I hope 
it helps you better measure all of your 
transportation and logistics services 
options in the coming year.
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Trucking
The U.S. economy hasn’t provided much lift in the way of 
higher prices for trucking companies. In June 2009, aggregate 
transaction prices charged by truckers decreased 0.3%, even 
with fuel surcharges added. Looking at the entire 12-month 
period ending June 2010 compared to previous 12 months, prices 
were down 2.1%. Those May-to-June monthly price declines 
ran rampant with movers of specialized freight, both local and 
long-distance, cutting tags 2.2% and 0.6%, respectively. LTL and 
TL truckers who haul general freight long-distances likewise 
reported 0.3% and 0.2% respective price declines. Driven by 
growing demand for LTL services, our forecast now calls for all 
trucking prices to increase 2.1% in 2010 and 2.4% in 2011.
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rail
A shortage of containers that plagues the world’s container-
ship industry also bedevils U.S. railroads. But with the U.S. 
economic recovery proceeding in fits and starts, U.S. rail indus-
try prices have also been moving in fits and starts. Transaction 
prices for intermodal rail service, for example, jumped 2.7% in 
May 2010, and then fell back 0.2% in June. Carload rail prices, 
meanwhile, grew 1.6% in both May and June. Looking at price 
trends for the rail industry overall, rail prices generally have 
been rising at a steady quarterly pace ever since hitting bottom 
in the second quarter of 2009.  Commensurate with revisions to 
the water transportation forecasts, we now predict average rail 
industry tags will be up 5.3% in 2010 and 4.3% in 2011.
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WaTer
After hitting a low point in July 2009, spot prices for ship-
ping a 40-foot container from Hong Kong to Los angeles 
soared to a five-year peak in July 2010,  according to Drewry 
Shipping Consultants. Though less volatile, U.S.-owned ves-
sels, likewise, report that their average transaction prices fell 
17.6% from September 2008 to May 2009 and since then jumped 
10%. our forecast for moving cargo on U.S.-owned barges and 
ships calls for prices in the deep sea category to increase 11% 
in 2010 before rising 7% again in 2011; to remain flat this year in 
the inland waterways group and then float up 3.6% next year; 
and to fall 5.9% in 2010 followed by a 15.5% price jump in 2011 in 
the great Lakes/St. Lawrence Seaway category 

air
U.S. airlines have been boosting passenger prices without 
too much trouble (except first class fares, which fell more than 
13% from May to June). not so for air cargo. Prices charged for 
flying cargo in the belly of planes on scheduled flights stum-
bled from a month ago, down 0.5% for cargo and down 0.7% for 
mail. In the 12 months ending June 2009 compared to previous 
12 months, these prices have fallen 3.3%. However, a fairly typi-
cal post-recession trajectory for air cargo prices has already 
been established from price hikes set earlier in 2010. average 
prices for moving product on scheduled flights (via U.S-owned 
airliners) now are forecast to fly at an annual inflation rate of 
8% in 2010 and 4.3% in 2011.
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WASHINGTON, D.C.—When it 
comes to the current state of diesel 
prices, the only thing anyone knows 
with any certainty is that nobody 
knows anything at all. 

The current price per gallon for 
diesel fuel, according to the Depart-
ment of Energy’s Energy Informa-
tion Administration (EIA), is roughly 
$2.95 per gallon. Diesel prices have 
not been north of $3 per gallon since 
late April, according to EIA data. 

And while diesel prices remain 
under $3 per gallon, prices are cur-
rently 35 cents to 40 cents higher 
than a year ago at this time when the 
economy was still largely sputtering 
and demand was down. The high 
point for this year was $3.127 dur-
ing the week of May 10, and prices 
have been down nearly 20 cents per 
gallon since then. 

Current diesel prices appear 
to be in line with the EIA’s most 
recent Short-Term Energy Out-
look, which is calling for 2010 
average diesel prices to come in at 
$2.96 per gallon in 2010 and $3.11 
in 2011. The EIA is also calling for 
2010 crude oil prices to average 
$78.75 per barrel in 2010, slightly 
higher than the current price of 
$74.74, with 2011 prices currently 
forecasted to ring in at $82.50. In 
April, crude hit nearly $87 per bar-
rel, marking its highest price in 

nearly 20 months. 
While diesel prices appear to be 

in check to a large degree for the 
time being, many industry observers 
maintain that there is no real rhyme 
or reason in terms of fluctuating fuel 
prices. 

“There has never been a period 
of volatility in fuel prices like there 
has been in the last year,” said Mike 
Regan, president of TranzAct Tech-
nologies, a freight payment and 
audit provider. “The fact that prices 
are down is no indication that the 

prices are going to stay down or rise 
sharply.”

With such uncertainty, Regan 
said that it’s imperative for shippers 
to develop fuel budgets for differ-
ent potential scenarios that have the 
ability to dramatically alter planning 
such as a Middle East conflict or 
China’s mild economic downturn. 

According to Derek Leathers, chief 
operating officer of Werner Enter-
prises, even with the ongoing uncer-
tainty regarding oil and diesel prices, 
Werner is planning for “fairly stable” 

By Jeff Berman, group news editor

•		LTL	rate	outlook:	
Double-digit			increases,page	13

•		USPS	rolls	out	proposed	
price	changes,	page	15

•		Future	needs	for	U.S.	surface	
transportation,	page	17

Recent LM survey finds broad disparities in surcharges; analysts say 
transportation budgeting now requires more careful planning and forecasting.

Fluctuating fuel prices  
force shippers to plan

inside

Concensus: Wide surcharge disparity

Source: Logistics Management reader survey, July 2010
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Delivering to the bottom line.

Don’t let tightening capacity and increasing fuel costs put you in a pinch.   
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Learn how we can help. Every day.

chep.com/trustedchoiceWASHINGTON, D.C—Less-than-truckload (LTL) ship-
pers, who enjoyed rock-bottom rates as a result of a com-
petitive price war against � nancially ailing YRC Worldwide, 
should be prepared to pay signi� cantly higher rates over the 
next 12 months, analysts and carrier executives say,

pump prices for the rest of this year. “We don’t see $4.75 prices 
per gallon [like in 2008] returning between now and the end of 
the year,” said Leathers. “At the same time, though, we don’t 
know where prices are going to go, so whatever we can do 
to be more ef� cient and burn less fuel is a better approach.”  

As oil prices ride the wave of � uctuating prices, a recent 
Logistics Management reader survey of more than 150 logis-
tics, supply chain, and transportation managers found inter-
esting disparities regarding how much shippers’ average fuel 
surcharges were above their base rates. 

Twenty percent of respondents reported that their aver-
age fuel surcharges were 6 percent to 10 percent above 
base, while another 20 percent said that their average fuel 
surcharges were 11 percent to 15 percent above. We also 
found 9 percent reporting that they’re seeing average fuel 
surcharges 21 percent or more above base. 

LTL shippers overall said that their average percentage 
fuel surcharge was 13.83 percent, while truckload ship-
pers reported that their average was 17.05 percent. How-
ever, 84 percent of respondents told us that they expect 
to pay higher fuel surcharges in the coming months. And 
if prices do rise in the future, 65 percent of respondents 
plan to raise or adjust their freight budgets to cover higher 
than expected prices. 

“In general we are seeing little blips [in price changes], 
and the biggest challenge for anyone in the business is that 
when there are movements in fuel prices we are still vulner-
able to movements that have no basis for rationality,” said 
Art Van Bodegraven, president of logistics consultancy Van 
Bodegraven Associates.

What’s more, Van Bodegraven said that it’s not going to be 
easy to model price increases. “Price increases are going to 
happen and will need to be watched like a hawk,” he said. 
Making the increases dif� cult to model are issues affecting 
oil and gas like drilling and offshoring. Keeping your distribu-
tion networks � exible, added Van Bodegraven, is going to be 
paramount due to the uncertainties.

TRUCKING

LTL rate outlook: 
Double-digit increases possible

“ We don’t know where prices are going to go, so 
whatever we can do to be more efficient and 
burn less fuel is a better approach.”  

—Derek Leathers, COO, Werner Enterprises

How much higher? At least 4 percent to 5 percent for the 
contracts coming due the rest of this year, and perhaps double-
digit rate increases in coming years.

“Absolutely…I see double-digit rate increases in the 
next two years,” says Myron P. “Mike” Shevell, chairman 
of the Shevell Group, which operates Northeast regional 
carrier New England Motor Freight (NEMF). “If we don’t 
see that type of increase, there will be a substantial num-
ber of carriers closing their doors or being unable to invest 
in their business.”

Another top carrier executive, Con-way Freight Presi-
dent John Labrie, says: “We expect rates to continue to go 
north. The issue is more one of pace—how quickly will rates 
increase—rather than a question of whether or not that will 
happen.”

David Ross, trucking analyst with Stifel Nicolaus, agrees 
with Shevell and Labrie. He’s predicting LTL rate increases of 4 
percent to 5 percent over the next 12 months, on average. But 
he says depending on geographic lane and a customer’s impor-
tance to a carrier’s overall freight network, some rates could rise 
as much as 25 percent.

“LTL rates hit rock bottom last year when FedEx Freight 
and Con-way were very aggressive in pricing while trying to 
put YRC Worldwide out of business,” Ross told LM. “They 
now realize that that is an unsustainable strategy. Some of 
those carriers are aggressively going back to their custom-
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ers and saying, ‘If you want us to stay 
in business as an industry, we need 
help with rates.’ So, on regular contract 
business, the LTL side is having a little 
more traction than the TL guys in get-
ting rate increases.”

Of course, some of those 
rate increases are coming 
off a low � oor. An analysis 
by rate analyst � rm SJ Con-
sulting shows that year-over-
year LTL rates for revenue/
hundredweight in the � rst 
quarter of this year were 6.7 
percent lower than the 2009 
� rst quarter for the large pub-
licly held carriers. That was 
on top of a 5.5 percent year-
over-year decline in the 2009 fourth 
quarter compared with the year-ago 
period.

Two major factors are in� uencing 
LTL pricing right now—demand and 
capacity. Demand is rising in the indus-
trial and retail sectors, the two largest 
sectors for LTL. On top of that, the 

LTL carriers have been judicious in 
managing capacity, not adding trucks 
and drivers until they are sure the eco-
nomic rebound warrants it.

“In the past, the LTL guys in� icted 
pains on themselves by adding capacity 

that sometimes caused problems,” said 
Satish Jindel, principal of SJ Consult-
ing. “That eroded pricing. Some carri-
ers also tried to divert business from 
YRC in an attempt to push YRC off the 
cliff, which so far hasn’t happened.”

YRC has lost in excess of $2 billion in 
the last three years, the largest cumula-

tive loss in the history of the U.S. truck-
ing industry. Yet, it remains in business. 
Ross is pessimistic over YRC’s future, 
and says that the � rst quarter next year 
could be a telling one for YRC, a com-
pany that traces its origins back 85 
years.

 “It’s midnight, they’re in an Amazon 
rainforest, and they have no compass,” 
Ross told LM when asked about YRC’s 
long-term chances.

YRC, which has shrunk from the 
nation’s largest trucking company at 
$10 billion to about $5 billion cur-
rently, is burning through cash at an 
alarming rate. It has sold terminals, 
real estate, cut geographic cover-
age, closed underperforming units, 
obtained 15 percent wage givebacks 
from its 40,000 Teamsters, and 
obtained a pension freeze—and it’s 
still losing money. “If YRC went out, 
I do think rates would rise in the 10 
percent range,” Ross added. 

—John D. Schulz, Contributing Editor

“ The issue is more one of pace—how 
quickly will rates increase—rather 
than a question of whether or not 
that will happen.”

 —John Labrie, president, Con-way Freight
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WASHINGTON, D.C.—Faced with the 
possibility of a projected $7 billion short-
fall for Fiscal Year 2011, the United States 
Postal Service (USPS) said last month 
that it’s proposing price increases to get on 
the right track to better � nancial footing. 

In a � ling with the Postal Regulatory 
Commission (PRC), the USPS is propos-
ing 4 percent to 6 percent price increases 
for various products, including its 18 mar-
ket dominant products. These changes, if 
approved by the PRC, would take effect 
on January 2, 2011. The PRC’s decision is 
due in early October. 

USPS of� cials said that these price 
changes would generate $2.3 billion for the last three quar-
ters of � scal year 2011 and an estimated $3 billion for the 
full 12 months of � scal year 2012. 

Due largely to an ongoing diversion to electronic alterna-
tives, including e-mailing business documents and online 
purchasing orders, the USPS has faced signi� cant revenue 
generating challenges for more than three years. It has seen 
mail volume drop by more than 25.6 billion pieces—or 12.7 
percent—in the last � scal year, with total volume currently at 
177 billion pieces. And the USPS is also working to restruc-
ture retiree health bene� ts for as many as 800,000 retirees, 
even though it only has an active work force of 596,000 
career employees. Left uncorrected, that bill will reach $4 
billion next year. 

“We are doing this because the Postal Service faces a seri-
ous risk of insolvency,” said Stephen Kearney, senior vice 
president of customer relations for the USPS. “We are facing 
this problem because of a massive drop in mail volume and 
the fact that the bulk of our costs are � xed by laws, contracts, 
or regulations. Our operating � exibility is severely limited 
right now. Our network is expanding by a million delivery 
points every year, and we are subject to a lot of legal require-
ments that limit our ability to reduce service commensurate 
with the decline in demand.”

This proposed price increase is part of a plan rolled out 
by the USPS in March that addressed key areas that would 
make it a more � nancially viable entity, including adjusting 
delivery days to better re� ect current mail volumes and per-
mitting the USPS to introduce more products to meet chang-
ing customer needs.

Also part of this plan is to enact what the USPS calls a 
“modest” rate increase in 2011. USPS of� cials have said its 
price cap of 0.6 percent, which is based on the Consumer 
Price Index, is insuf� cient to cover its extraordinary losses. 
Under the Postal Act of 2006, prices are capped at the rate 
of in� ation, although it allows for increases beyond the Con-
sumer Price Index. And to get those increases, the USPS 
must prove “exceptional or extraordinary circumstances” in 

THE SOUND CHOICE.

BLUE HAS NEVER BEEN SO SAFE.
Protecting your people, your products and the 

environment are among your top priorities.
Helping you achieve this is ours.

Learn how non-toxic, performance-proven CHEP pallets 
reduce worry for you and risk in your supply chain.

chep.com/soundchoice

order for the PRC to consider prices above 
the rate of in� ation. 

“Our overall approach to this price 
change was a moderate increase,” said 

Maura Robinson, USPS’ vice 
president of pricing. “For 
products that are not covering 
their costs, we are taking steps 
toward improving pro� tability.”

In her comments on the 
proposed 23 percent increase 
for Standard Mail Parcels (13 
ounces or less), Robinson said 
it is for lightweight parcels and 
geared toward improving pro� t-
ability for what is currently an 
underperforming product. 

“This increase [for Standard 
Mail parcels] is huge,” said 

Jerry Hempstead, principal of Orlando-based Hempstead 
Consulting. “It is unconscionable, and the USPS is saying 
it has to raise it that much for the product to become pro� t-
able. For shippers, this is huge, unexpected, and unplanned 
for in your budget increase.”

—Jeff Berman, Group News Editor

PARCEL INCREASE

USPS rolls out proposed price changes
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overall freight demand will double 
from today’s 15 billion tons to 30 bil-
lion tons by 2050, with truck and rail 
freight increasing 41 and 38 percent, 
respectively, from today’s levels. 

“This report outlines what’s at stake 
if we fail to invest to meet the growing 
demands on our transportation infra-
structure,” said Pennsylvania Gover-
nor Edward Rendell in a statement. 
“This includes the roads, rails, and 
seaports we need to move raw materi-
als and goods to market and keep our 
economy globally competitive. We 
know that the capacity of our nation’s 
roads, rails, and seaports is simply not 
keeping pace with demand.”

—Jeff Berman, 
Group News Editor

TRANSPORTATION INFRASTRUCTURE 

AASHTO report outlines future needs for U.S. 
surface transportation
WASHINGTON, D.C.—Although 
the current surface transportation 
reauthorization is funded for the 
remainder of 2010, it does not by 
any stretch indicate that the nation’s 
transportation infrastructure is on 
solid footing. In fact, it is quite the 
opposite, according to a recent report 
released by the American Association 
of State Highway and Transportation 
Of� cials (AASHTO).

The report, entitled Unlocking 
Freight, paints a dire portrait of what 
ails transportation infrastructure in the 
United States. And AASHTO said that 
the situation is so dire that the current 
U.S. transportation system is facing a 
crisis, with highways, railroads, ports, 
waterways, and airports requiring 
investment signi� cantly above current 
levels to maintain and improve their performance. 

What’s more, AASHTO said that the need to signi� cantly 
move freight across the U.S. and globally will increase sub-
stantially in the 21st century. 

“Our goal [with this report] is to send a clear message to 
America’s lawmakers and the public in general that the trans-
portation system that supports the movement of freight all 
across the country is facing the potential for a crisis,” said 
AASHTO Media Relations Manager Tony Dorsey. “Our 
highways, railroads, ports, and waterways need more invest-
ments and improvements. 

And with transportation infrastructure investment not get-
ting the attention necessary to prepare for future population 
growth and freight demand, Dorsey said the timing of this report 
is intended to put the spotlight on the issue now as lawmakers 
begin to debate for a new six-year surface transportation autho-
rization bill. 

“Lawmakers need to know that greater investment, better 
planning and more highway and rail capacity are needed to 
address these problems along with problems at the country’s 
ports and waterways,” said Dorsey.

In terms of the current and future issues regarding the 
current transportation systems, the report notes that that the 
U.S. population is expected to grow from 308 million in 2010 
to 420 million by 2050, which translates into more food, 
clothing, and commodities, and subsequently more transpor-
tation infrastructure capacity. 

AASHTO also said that by 2020 the U.S. trucking industry 
will be moving 3 billion more tons of freight than it’s currently 
hauling, which will require another 1.8 million trucks on the 
road to meet this demand. And in 40 years, the report said that 
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Pearson on

Consumer-centric supply  
chain strategies for the  
“new normal” 

the economy is slowly recovering. Consumers 
are gradually making more purchases. Businesses 
are tentatively raising inventories and cautiously 
making new investments in resources and infra-
structure. Are these simply signs of an unsteady 
upturn? Or is it possible that all this timidity may 
actually become the norm? 

The answer is probably a combination of both. 
However, it is clear that a new normal—charac-
terized by increased wariness, deliberation, and 
carefully thought out baby steps—may well be 
setting in. On the business side, think of the new 
normal as a greater emphasis on cost conscious-
ness, stability, risk management, and corporate 
responsibility. 

On the consumer side, 
these same attributes also 
apply: Cost is key, but prod-
ucts perceived as having 
greater long-term value are 
currying increased favor. 
Car owners, for example, are 
keeping their vehicles longer, 
rather than trading them in 
for new models. As a result, 
service and support are more 
highly valued. 

In addition, ostentation is losing some cachet, 
although this doesn’t mean that all luxury goods 
are in decline. There will always be a market for 
innovative products, as well as ultra-high-quality 
goods and services.

It would be a mistake, of course, to over-gen-
eralize about the new normal—particularly across 
geographies. However, the importance of a cus-
tomized (i.e., local and segmented) perspective 
only supports what could be the most basic of all 
the new normal’s tenets: a more intensive focus 
on the customer. 

In net, new normal customers may be harder 
to court and, as noted above, chances are good 
that they will be supremely interested in value, 

service, and low-risk purchases and support. 
To thrive in the new normal era, here are a few 
consumer-centric, supply-chain-focused strate-
gies that retailers and manufacturers may wish to 
consider. 

Capitalize on the changing landscape: Many 
companies struggle during times of economic 
turmoil, and their exposed weaknesses provide 
opportunities for more resilient competitors to 
expand in less penetrated areas and sell through 
new channels. Organizations should comb through 
competitors’ balance sheets, look for windows of 
opportunity, and leverage the strengths of their 
own brands and financial health. Those that have 

been challenged most by the economic downturn 
should consider quick incentives to their largest 
customers to avoid erosion in market share.

Change product mix/assortment: Value-based 
products have become a top priority for consum-
ers with fewer dollars to spend. Companies may 
wish to respond by assessing current trends—
product by product and market by market—in 
order to identify winners and losers. Adjustments 
then can be made to grab market share of the 
newly identified “preferred” products that cost-
conscious consumers are buying. Supply chain 
plans should reflect these changes, starting with 
demand and forecast adjustments and extending 
to flexible, dynamic plans for distribution, pro-
duction, and raw-materials procurement. 

Consider packaging innovations: Product 
innovation is usually associated with an increase 
in overall costs rather than with cost reduction. 
However, as consumers hunt for value, they 
become more receptive to packaging changes 
that demonstrate waste reduction. Manufactur-

Mark Pearson is the managing director of the accenture’s 
supply chain Management practice. He has worked in sup-
ply chain for more than 20 years and has extensive interna-
tional experience, particularly in europe, asia and Russia. 
Based in Munich, Mark can be reached at mark.h.pearson@
accenture.com

Companies that dawdle—perhaps waiting for an economic 
upturn to strengthen their supply chains—will miss out on 
a great many opportunities. After all, caution may be a core 
characteristic of the new normal, but indecision, inaction, 
and inadequate information will never be in style.
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ers can respond to consumer 
frugality by providing packag-
ing that reduces total product 
cost without tarnishing brand 
quality. 

Adjust inventory policies: 
Manufacturers and retail-
ers must be able to rapidly 
realign inventory policies with 
changing consumer prefer-
ences. For example, small 
investments in processes and 
tools that support safety-stock 
adjustments may become 
more justi� able. Same with 
new attention to informed 
allocation and replenishment 
decisions. In short, the New 
Normal venerates improve-
ments in working capital.

Re-evaluate transportation 
and logistics: This could be an 
ideal time to revisit transpor-
tation capacity requirements 
and policies. Based on your 
� ndings, that could mean new 
routing schemes, new justi� cation for outsourcing, or 
perhaps a reason to negotiate lower rates from major 
carriers in exchange for stronger capacity commitments. 

Emphasize responsiveness: More than a few compa-
nies have already invested in truly integrated planning 
capabilities—the ability to drive distribution, produc-
tion, sourcing, and transportation programs from a 
single and responsive view of demand. This may sound 
unrealistic to many organizations, but dramatic reduc-
tions in cost and risk, combined with increases in plan-
ning accuracy and service quality, make exploring the 
concept worthwhile.

PROCEED CAUTIOUSLY BUT DECISIVELY
Across the New Normal landscape, superior supply 

chains could have more potential than ever to positively 
in� uence growth and pro� tability. To make that hap-
pen, ongoing gains in ef� ciency will still be important; 
but it will be essential to work closely with business 
partners to create integrated operations that are bound 
by a uni� ed consumer-centric vision. 

Optimal decisions about how to allocate resources 
will also be key, and that calls for more-comprehensive 
sales and operations planning processes. 

Companies that dawdle—perhaps waiting for an 
economic upturn to strengthen their supply chains—
will miss out on a great many of the above-mentioned 
opportunities. After all, caution may be a core charac-
teristic of the new normal, but indecision, inaction, and 
inadequate information will never be in style. �
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Flexible, dynamic planning approaches will characterize the new normal era.

Welcome to the “new normal”
Traditional planning Flexible, dynamic planing       Exemplars of new planning
Driven off historical  Grounded in market  Best Buy, Statoil,  
performance and internal expectations and external  Swedish Match
operations trends
Deterministic, base core Probabilistic scenarios  Shell
approach including risk factors
Schedule-driven  Monitoring of external   Cemex, Tesco
annual exercise environment, event triggered
 reforcasting
Weak link to operations Planning tightly integrated  Statoil, Zara
 to front line
Labor-intensive data Advanced analytics with real-time Best Buy, Harrah’s
collection, ad hoc data integration into  UPS
 decision-making
Static, one-size � ts all Dynamic capital allocation,  American Express, 
capital allocation centralized stewardship,   Constellation Energy
 but decentralized 
 evaluation
Limited consideration of  Intangible assets linked to  American Express, 
intangible assets � nancial outcomes  Marriott, UPS
Emphasis on short-term Broader planning scope covering  Shell, UPS
pro� t balance sheet and cash � ow
Outputs restricted to Outputs leveraged to communicate Swiss Re
internal processes future value to investors
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Stuart Brier

Which carriers and third-party 
providers soared above the crowd 
in terms of service performance 
over the past year? Our readers 
have cast their votes, and now it’s 
time to reveal the winners of the 
coveted Quest for Quality Awards.
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Rising above the rest
BY LOGISTICS MANAGEMENT stAff

T
he editorial staff of Logis-
tics Management (LM) is 
thrilled to offer the shipping 
community the results of 
the 27th Annual Quest for 

Quality Awards. This year, 108 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 more than a quarter century 
now, LM’s Quest for Quality has been 
regarded in the transportation and 
logistics industry as the most important 
measure of customer satisfaction and 
performance excellence. To determine 
the best of the best, LM readers rate 
carriers and third-party logistics (3PL) 
companies strictly on the basis of ser-
vice quality.

And considering the environment in 
which carriers and 3PLs found them-
selves operating over the past year, the 
staff agrees that walking away with a 
Quest for Quality Award in 2010 just 
may be one of the greatest accomplish-
ments a transportation and logistics 
provider has ever achieved.

The Great Freight Recession—
which began in December of 2007 and 
continued into late 2009—had a nega-
tive impact on every single segment of 
the global logistics system as shipment 
volumes plummeted. And while many 
carriers struggled to keep their heads 
above water, the savviest shippers con-
tinued to put more pressure on the car-
rier and 3PL community, demanding 
closer partnerships and deeper service 
commitments as they restructured dis-
tribution networks to maximize effi-
ciency and minimize miles. 

At the same time, those cutting-edge 
shippers were looking for greener opera-
tions plans from their carriers along with 
improved technology and real-time data 
flows to afford more complete global vis-
ibility from their 3PLs—a tall order con-
sidering the business conditions. 

What you’ll find over the follow-
ing pages are the carriers and 3PLs 
that shippers believe have been equal 
to the task. Quest for Quality winners 
are voted on by the readers of Logistics 
Management—the customers that put 
these carriers and providers to the test 

around the clock in countries through-
out the world. 

If fact, this year we had 5,426 logis-
tics and supply chain decision makers 
wage their votes. The result is eight 
lists that feature 108 transportation and 
logistics services provider organizations 
that have risen above the rest. 

Up, Up, ANd AwAy…
But before we hand over any awards, 

let’s take a more detailed look at how 
we arrive at our list of recipients. One 
of the best things about the Quest for 
Quality is that it allows shippers to vote 
in the genre of services they actually 
use and fully understand; in turn, they 
can vote for the providers that they feel 
have best delivered on quality service in 
specific niches.

To determine who wins the vote, 
LM readers evaluate companies in all 
modes, choosing the top performers 
in categories including motor carriers, 
railroad and intermodal services, ocean 
carriers, airlines, freight forwarders, 
and third party/contract logistics ser-
vices. From January through May of 

27th Annual Quest for Quality Awards

Performance attributes' importance

National/multiregional LTL and surface package carriers

Air cargo carriers/air express carriers/freight forwarders

Ocean carriers

Truckload/van lines/expedited

Rail/Intermodal service providers

Value

4.0

3.9

4.1

3.7

4.0

Information 
technology

2.0

2.1

1.9

1.6

1.6

Customer 
service

2.6

2.7

2.7

2.9

2.5

Equipment 
 and operations

1.7

1.6

1.8

2.3

2.5

4.7

4.7

4.5

4.5

4.4

On-time
performance

3.3 3.3 2.2 2.54.73PL

Order fulfillment
Transportation/

distribution
Inventory

management
Logistics information

systems
Carrier selection/

negotiation

Company Type

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
to find the attributed weights for this category, see the introduction to the Quest for Quality report.
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this year, LM and our Peerless Media 
Research Group surveyed readers who 
are quali� ed buyers of logistics and 
transportation services.

This year our research group received 
5,426 total responses. In order to be a 
“winner,” a company had to receive at 
least 5 percent of the category vote. The 
result of this overall effort is a crystal 
clear look at not only the overall winner 
in any given category, but a broad list of 
companies that � nished well above the 
average. Here’s how we do it.

Transportation service providers are 
rated on LM’s � ve key criteria: On-time 
Performance, Value, Customer Service, 
Information Technology, and Equip-
ment & Operations. Due to the nature 
of services offered by third-party play-
ers, a different set of criteria is used to 
judge this category.

Third-party logistics providers are 
rated on the following attributes: Carrier 
Selection & Negotiation, Order Ful� ll-
ment, Transportation & Distribution, 

Inventory Management, and Logistics 
Information Systems. The evaluation 
itself is a weighted metric. The scores 
take into account the importance readers 
attach to each attribute. Each year, read-
ers are � rst asked to rank the attributes in 
each category on a � ve-point scale, with 5 
representing the highest value and 1 rep-
resenting the lowest value. 

Our 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 On-time Perfor-
mance—and they’ve done so again in 
2010. If you look at the table on page 21, 
you’ll see that it was rated between 4.5 
and 4.7 across the various categories. 

The second most critical attribute 
again this year was Value, followed 
by Customer Service. As we found in 
2009, shippers are putting equal weight 
on Equipment & Operations and Infor-
mation Technology offerings. This is a 
bit of a surprise considering how many 

shippers have told us over the past year 
that they’re scraping manual/paper-
based systems and looking to their pro-
viders for more solutions.

After readers have ranked these 
key attributes in order of importance, 
they then grade each provider that 
they currently use on each of the � ve 
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 
� ve 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 cat-
egory. But, remember, providers must 
receive a minimum number of reader 
responses to qualify for a win—at least 5 
percent of the total base for the category.

27th Annual Quest for Quality Awards

Find out how Roehl can provide you capacity, cost control, safety and service. 800-826-8367 or Roehl.net

Providing superior value to your business through award-winning safety & service.

TCA National Fleet Safety Awards
2009 & 2008

SmartWay Excellence Awards
2009, 2008, 2007 & 2006

ATA President’s Trophy Award
2008

Quest for Quality Awards
2010, 2008, 2006 & 2005
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even if you had chosen to turn a 
deaf ear to the trucking industry news 
over the past year it would have been 
extremely dif� cult to tune out the 
plight of the less-than-truckload (LTL) 
market. 

Many LTL carriers simply struggled 
to maintain their � xed costs as demand 
levels fell more than 30 percent dur-
ing the peak of the recession. The vast 
majority of LTLs simply had to hunker 
down and enter survival mode in 2009. 
However, there’s good news on the 
horizon for the LTL market, as reports 
show that shipment volumes are rising, 

overcapacity is easing, and some LTL 
carrier executives are reporting brisk 
demand for their services during the 
� rst half of 2010.

There’s even more good news for the 
eight carriers list below. According to 
the readers of Logistics Management, 
not only did these carriers success-
fully make it through the biggest freight 
downturn ever recorded, but they were 
able to deliver world class service dur-
ing the most trying of times.

Leading the way in the National LTL 
category this year we � nd FedEx National 
posting an impressive 34.52, 1.79 points 

above the 32.73 
weighted average. 
Con-way Freight 
steps into the winners circle for the sec-
ond year in a row in this category by post-
ing a score of 33.84. 

In the Multiregional LTL category, 
FedEx Freight posted the leading score 
(36.04), followed by Old Dominion 
Freight Line (33.33). It’s good to see 
Old Dominion back on the list after 
missing the cut the past four years. 
UPS squeaked by FedEx for the second 
year in a row in the Surface Package 
category, posting a 37.70.
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NATIONAL LTL

Ready for an updraft

National LTL             
Weighted scores         

FedEx National LTL

Con-Way Freight

AVERAGE

Value

8.83

8.53

8.34

Information 
technology

4.81

4.48

4.54

Customer 
service

5.78

5.87

5.64

Equipment 
 and operations

4.10

3.96

3.85

Weighted
score

34.52

33.84

32.73

11.01

10.99

10.36

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Surface package carriers             
Weighted scores         

UPS

FedEx Ground

AVERAGE

Value

9.53

9.52

9.37

Information 
technology

5.25

5.13

4.78

Customer 
service

6.08

6.14

5.68

Equipment 
 and operations

4.39

4.34

4.15

Weighted
score

37.70

37.23

35.65

12.25

12.10

11.67

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Multiregional LTL       
Weighted scores         

FedEx Freight

Old Dominion Freight Line

UPS Freight

R&L Carriers

AVERAGE

Value

8.80

8.65

8.55

9.08

8.61

Information 
technology

5.04

4.30

4.68

4.14

4.35

Customer 
service

6.12

5.80

5.63

5.51

5.54

Equipment 
 and operations

4.21

3.82

3.92

3.75

3.76

Weighted
score

36.04

33.33

33.29

33.04

32.65

11.88

10.76

10.51

10.57

10.38

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.
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Allied wins its 17th Quest for Quality award.

Orange-to-Orange Network

Quality moving and logistics services.

Nothing earns a customer’s trust like quality. That’s why we focus 

on the things that are most responsible for customer satisfaction 

during their move experience. And today we’re proud to be 

recognized for our efforts with the Quest for Quality award for 

Household Goods and High-Value Products.

It’s what you can expect from one of the largest professional 

moving companies with the global strength and stability to  

deliver consistent quality moving services for all your moving   

and shipping needs.

“Q4Q recipients have consistently proven that they’re meeting ever 
increasing shipper demands in what is now a 24/7 global marketplace 
where actions and mistakes can be tracked down to the day, hour, minute 
or even second.”

Logistics Management

Allied received high marks in 5 key criteria:
On-Time Performance  |  Value  |  Information Technology

Customer Service  |  Equipment & Operations

alliedspecialproducts.com   630.570.3687
allied.com    866.841.7530
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the regional ltl market was certainly 
not immune to the plight of its broader-
reaching National and Multinational 
brethren. However, Logistics Manage-
ment readers tell us that at least eight 
Regional LTL carriers were able to keep 
their service performance levels well 

above the rest over the course of 2009. 
Leading the way in the Northeast/Mid-

Atlantic region once again are A. Duie 
Pyle (36.18) and Pitt Ohio (36.09) in a 
close race. In the South/South Central 
region, Southeastern Freight Lines scored 
the highest, posting an impressive 36.82. 

While in the Mid-
west/North Cen-
tral Region Dayton 
Freight Lines got 
back into the winner’s circle with a 34.84. 
Lyndon Transport takes home gold for the 
� fth year in a row in the Western region.

26 LOGISTICS MANAGEMENT WWW.LOGISTICSMGMT.COM  | August 2010

27th Annual Quest for Quality Awards

REGIONAL LTL

Steady through tough winds

Northeast/Mid-Atlantic regional LTL     
Weighted scores         

A. Duie Pyle

Pitt Ohio

Ward Transport Logistics

AVERAGE

Value

8.85

9.36

9.10

8.84

Information 
technology

4.64

4.52

4.37

4.34

Customer 
service

6.35

6.08

6.03

5.97

Equipment 
 and operations

4.15

4.11

3.96

3.95

Weighted
score

36.18

36.09

35.01

34.57

12.20

12.03

11.56

11.47

On-time
performance

Source: Logistics Management, Peerless Media Research Group

South/South Central regional LTL            
Weighted scores         

Southeastern Freight Lines

Averitt Express

AVERAGE

Value

9.80

8.91

9.16

Information 
technology

4.52

4.51

4.30

Customer 
service

6.18

5.88

5.87

Equipment 
 and operations

4.16

4.15

3.96

Weighted
score

36.82

35.06

34.69

12.16

11.61

11.39

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Midwest/North Central regional LTL          
Weighted scores         

Dayton Freight Lines

USF Holland

AVERAGE

Value

9.62

9.10

9.31

Information 
technology

4.11

4.35

4.11

Customer 
service

6.11

5.85

5.77

Equipment 
 and operations

3.88

3.88

3.81

Weighted
score

34.82

34.27

33.75

11.10

11.09

10.74

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Western regional LTL carriers         
Weighted scores         

Lynden Transport

Oak Harbor Freight Lines

AVERAGE

Value

8.73

9.28

8.76

Information 
technology

4.80

3.96

4.08

Customer 
service

6.38

6.16

5.76

Equipment 
 and operations

4.02

4.00

3.81

Weighted
score

35.68

35.24

33.34

11.75

11.85

10.94

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.
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the truckload (tl) market has always 
been pretty nimble. When the freight 
downturn started to hit in earnest in 
early 2007, the TL sector was one of 
the � rst to respond by quickly shedding 
capacity at break-neck speed.  

And when volumes and rates both 
dropped, the TL sector found itself 

diversifying to a point that it broke away 
from its typecast role in the dry van 
freight game and dipped its toes into 
other transportation segments—even 
hauling smaller, “kick-on” loads. Today, 
TL carriers are realizing that it pays to 
diversify.

By all reports, the TL sector is 

already rebounding 
from the dismal 
freight recession; 
and according to 
LM readers, here 
are the 28 long-haul carriers that were 
able to stay true to their service prom-
ises over the past year.
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TRUCKLOAD

Fast and nimble

Expedited motor carriers          
Weighted scores         

Pitt Ohio Express

FedEx Custom Critical

A.Duie Pyle, Pyle Priority

USF Holland

UPS

Landstar Express America

OD Expedited

AVERAGE

Value

9.20

7.35

8.79

9.13

8.35

7.89

8.33

8.24

Information 
technology

3.93

4.30

3.69

3.67

4.06

3.52

3.96

3.80

Customer 
service

7.21

7.34

7.08

6.51

6.46

6.70

7.11

6.63

Equipment 
 and operations

5.65

5.91

5.70

5.57

5.71

5.79

5.41

5.48

Weighted
score

37.56

37.19

36.68

36.13

35.33

35.23

35.08

34.96

11.57

12.28

11.42

11.25

10.75

11.33

10.29

10.80

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Dry freight carriers
Weighted Scores         

USF Glen Moore

CRST Van Expedited

Heartland Express

Con-way Truckload Services

Landstar Carrier Group

Crete Carrier Corp.

AVERAGE

Value

8.72

8.94

7.86

7.92

8.06

7.74

7.72

Information 
technology

3.54

3.34

3.57

3.61

3.26

3.45

3.38

Customer 
service

6.92

6.55

6.54

6.64

6.58

6.25

6.20

Equipment 
 and operations

5.26

5.19

5.52

5.41

5.33

5.30

5.11

Weighted
score

35.69

34.89

34.30

34.12

34.11

32.53

32.28

11.25

10.88

10.80

10.54

10.89

9.79

9.88

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Industrial and heavy-haul carriers
Weighted scores         

Mullen Trucking

Prime, Inc

Roehl Transport

Tri-State Motor Transit

Landstar Carrier Group

AVERAGE

Value

9.62

8.02

8.46

8.33

8.26

7.97

Information 
technology

3.20

3.60

3.28

3.20

3.49

3.30

Customer 
service

6.96

6.77

6.63

6.53

6.53

6.34

Equipment 
 and operations

5.06

5.56

5.59

5.18

5.31

5.25

Weighted
score

35.64

34.33

34.30

34.03

33.59

32.87

10.80

10.38

10.35

10.80

10.00

10.01

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.
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“Delivering Value Today … Driving The Standard For Tomorrow”

800.860.5102   daytonfreight.com

Thank you for honoring Dayton Freight Lines, Inc. 

with Logistics Management’s 2010 Quest for Quality Award 

in the Midwest/North Central Regional LTL Category. 

We sincerely appreciate your trust, and your recognition 

of our 30-year commitment to quality transportation services. 

We call it “The Dayton Difference!”
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Bulk motor carriers
Weighted scores         

Ruan Transport

Trimac Transportation

Groendyke Transport, Inc.

Prime, Inc.

Bulkmatic Transport

Superior Carriers

AVERAGE

Value

8.63

8.25

8.22

7.97

8.27

7.14

7.92

Information 
technology

3.58

3.45

3.40

3.63

3.20

3.43

3.37

Customer 
service

6.90

7.14

6.16

6.47

6.34

6.84

6.34

Equipment 
 and operations

5.80

5.84

5.18

5.66

5.55

5.26

5.37

Weighted
score

36.07

35.75

33.96

33.94

33.78

33.46

33.31

11.14

11.08

11.00

10.21

10.42

10.80

10.30

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Household goods and high-value goods carriers
Weighted scores         

United Van Lines

Allied Van Lines

Suddath Companies

Atlas Van Lines

AVERAGE

Value

8.02

8.24

8.63

8.46

8.01

Information 
technology

3.82

3.27

3.73

2.97

3.36

Customer 
service

7.41

7.04

6.77

7.04

6.92

Equipment 
 and operations

6.22

5.70

5.37

5.59

5.59

Weighted
score

36.62

35.01

35.00

34.74

34.21

11.14

10.76

10.50

10.69

10.33

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.
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while the recession finally caught 
up to the rail industry over the course 
of 2009, it appears that carriers are 
on track to make a steady, sustainable 
recovery. As Group News Editor Jeff 
Berman reported in our annual report 
last month, the � rst half of 2010 saw 
strong � rst quarter earnings and vol-
umes ticking well ahead of where they 
were a year ago.

But while the recent volume num-
bers are encouraging for the front 
of� ce, it’s important to keep in mind 
that the early 2010 volume numbers 
are still lagging 2008 levels by roughly 
10 percent to 12 percent on the carload 
side and 7 percent to 10 percent on the 
intermodal side. However, it appears 
that the railroads are starting to make 

up this ground and are even ready to 
step up operations and infrastructure 
investment designed to continue to 
improve shipper relations.

According to LM readers, there are 
plenty of rail and intermodal service 
providers that are doing just � ne with 
their customer relations despite the 
continued reports of shipper concerns 
over escalating rates. In fact, readers 
tell us that � ve Rail/intermodal services 
providers have made the grade this year 
along with seven Intermodal Marketing 
organizations.

Leading the way in Rail/Intermo-
dal for 2010 is Triple Crown Services 
with a score of 34.74. Triple Crown 
posted category-high marks in On-
time performance (10.61), Value 

(9.89), and 
Equipment 
& Opera-
tions (5.74). This year marks the � fth 
straight Quest for Quality Award for 
Triple Crown, BNSF Railway (33.32), 
and Norfolk Southern (33.06).

In the Intermodal Marketing cat-
egory this year, J.B. Hunt posted the 
highest score for the second year in a 
row (34.08), followed closely by CSX 
Intermodal (33.82), C.H. Robinson 
(33.49), and Hub Group (33.48). 
It’s interesting to note that while 
this market tends to be one of the 
more scrutinized in terms of service 
by shippers, the weighted averages 
stayed pretty much level with 2009 
scores.
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RAIL

Staying on track

Intermodal marketing companies
Weighted scores         

J.B. Hunt Intermodal

CSX Intermodal

C.H. Robinson

Hub Group

Exel

Alliance Shippers

Landstar Logistics

AVERAGE

Value

9.04

9.29

9.21

9.15

8.55

8.57

8.70

8.75

Information 
technology

3.47

3.59

3.50

3.60

3.14

3.26

3.37

3.35

Customer 
service

5.46

5.52

5.73

5.35

5.71

5.69

5.44

5.39

Equipment 
 and operations

5.87

5.43

5.43

5.68

5.36

5.33

5.30

5.41

Weighted
score

34.09

33.82

33.49

33.48

32.63

32.53

32.49

32.45

10.25

10.00

9.63

9.70

9.86

9.68

9.68

9.54

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Rail/intermodal service providers
Weighted scores         

Triple Crown Services

BNSF Railway

Norfolk Southern

CSX Transportation

Union Pacific

AVERAGE

Value

9.89

8.44

8.44

8.38

8.15

8.35

Information 
technology

3.20

3.48

3.43

3.59

3.54

3.34

Customer 
service

5.30

5.46

5.25

5.19

5.14

5.12

Equipment 
 and operations

5.74

5.58

5.70

5.56

5.52

5.41

Weighted
score

34.74

33.32

33.06

32.35

32.17

32.02

10.61

10.35

10.25

9.63

9.81

9.80

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.
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Southwest Airlines® Cargo offers service to over 70 destinations across 

the U.S. And with our fast and efficient shipping system, we have the 

right flight for your next package no matter when it needs to be there. 

For more information, call 1-800-533-1222 or visit swacargo.com.

ALLYOUR SHIPPING NEEDS, ALL IN ONE PLACE

•  Southwest Airlines Cargo Service

•  Service available via complimentary Road Feeder Service.

••  Service provided by WestJet or Hawaiian Airlines.*

All shipments to Canada transfer from Southwest Airlines Cargo to WestJet Airlines Cargo in Las Vegas or Orlando. The flying of these shipments from Las Vegas or Orlando to Canada is performed by WestJet Airlines. All shipments 
to Hawaii transfer from Southwest Airlines Cargo to Hawaiian Airlines Cargo in Las Vegas, Phoenix, or Portland. The flying of these shipments from the mainland to Hawaii is performed by Hawaiian Airlines. Due to time 
requirements, only NFG (Next Flight GuaranteedSM) and FREIGHTSM services are available to Canada and Hawaii. Southwest Cargo service is not currently available at Panama City Beach (ECP). ©2009, 2010 Southwest Airlines Co. 

*
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ocean carrier executives couldn’t 
wait for 2009 to end. Over that peril-
ous year on the high seas, carriers were 
getting beat up on rates as containers 
and chassis were easy to locate, there 
was record over capacity, and shippers 
made their way to the negotiating table 
with a boat load of leverage—and they 
were more than willing to use it.

How quickly times have changed. 
As Executive Editor Patrick Burn-
son reported last month in our annual 
report, shippers are now scrambling 
for space and are going to get squeezed 
on rates when they � nd it. In his daily 
reporting on logisticsmgmt.com, Burn-

son has been documenting the shortage 
of containers caused by the exceptional 
high demand for ocean services since 
the Chinese New Year back in Febru-
ary. Analysts say that the shortage has 
now reached “critical levels.”

In the meantime, spot prices for 
transpaci� c shipping services have 
grown by more than 180 percent dur-

ing the past 12 months to reach a � ve-
year high—something the analysts are 
describing as a “mini container-shipping 
boom.” And while shippers are going to 
have to plan their routes and budgets 
more strategically, carrier executives 
can � nally take a deep breath—espe-

cially the select 
group that LM 
readers have placed in the Quest for 
Quality winners circle. 

This year we � nd 14 ocean carriers 
scoring better then the overall weighted 
average of 31.48 to bring home the gold. 
Setting the pace this year is Wallenius 
Wilhelmsen with a score of 33.95. The 
carrier put up top marks in Value (9.23) 
and Customer Service (6.53) on its way 
to pole position.

However, it was a very tight race 
year, with the top six carriers being 
separated by less than a full point. 
Pulling in just behind Wallenius we 
� nd Matson Navigation (33.69). 
Matson put up the best On-time 
Performance number in the category 
(11.33) and � nds itself on the win-
ner’s podium for the eighth straight 
year. Meanwhile, Maersk Line took 
top honors in Information Technology 
(4.28) and Equipment & Operations 
(4.22) this year.
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 OCEAN CARRIERS

Reaching new heights

Ocean carriers
Weighted scores         

Wallenius Wilhelmsen

Matson Navigation

Horizon Lines

Seaboard Marine

Maersk Line

Crowley Liner Services

Hamburg-Sud

"K" Line America Inc.

OOCL

APL

Hanjin Shipping

Sea Star Line

Evergreen Line

Atlantic Container Line

AVERAGE

Value

9.23

8.34

9.04

8.95

8.31

8.91

8.98

8.42

8.96

8.35

8.81

8.92

8.88

8.31

8.48

Information 
technology

3.80

4.24

4.02

3.80

4.28

3.80

3.62

3.80

3.96

4.12

3.92

3.69

3.92

3.80

3.80

Customer 
service

6.53

5.76

5.72

5.65

5.75

5.94

5.71

5.98

5.44

5.57

5.73

5.85

5.36

5.88

5.45

Equipment 
 and operations

3.90

4.02

3.86

3.93

4.22

4.06

4.01

3.79

3.78

4.08

3.89

4.20

3.89

3.93

3.84

Weighted
score

33.95

33.69

33.32

33.25

33.24

33.06

32.86

32.69

32.59

32.52

32.42

32.14

32.08

31.82

31.48

10.50

11.33

10.67

10.93

10.68

10.35

10.53

10.71

10.46

10.39

10.07

9.47

10.03

9.90

9.92

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.

While shippers are going to have to 
plan their routes and budgets more 
strategically, carrier executives can finally 
take a deep breath.
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to our customers
for recognizing and voting us

the “Best of the Best”
in the bulk industry for

four consecutive years.

And...our sincere thanks 
to our dedicated employees

for providing the outstanding 
service that has allowed 

us to win this award 
and be known as a

“quality-driven” company!

BULKMATIC TRANSPORT COMPANY 
Corporate Headquarters: 
2001 North Cline Avenue | Griffith, Indiana 46319 
Phone: 800-535-8505 | Fax: 219-972-7655

www.bulkmatic.com

Thank You...
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as the 2009 revenue picture for 
the global logistics and transporta-
tion sector slowly revealed itself over 
the � rst half of the year, we reported 
that even the burgeoning superstars 
of the industry—third party logistics 
providers (3PLs)—failed to escape 
the crushing blow levied by the Great 
Freight Recession.

According to Armstrong & Associ-
ates’ 2010 U.S. and Global Third-Party 
Logistics Analysis, 2009 was not a pretty 
year for 3PLs at home or abroad. 

As Executive Editor Patrick Burn-
son reported in last month’s annual 
report, U.S. 3PL market gross revenues 
decreased 16 percent in 2009, with 
the international transportation man-
agement segment of the 3PL services 
market taking the biggest hit. Its gross 
revenue fell 23.7 percent as total U.S. 
import and export ocean twenty-equiv-
alent units (TEUs) dropped 12.3 per-

cent. And as prices dove in the face of 
soft demand, net revenues for airfreight 
shrank by 18.9 percent

But like every other service sector 
that we measure in the Quest for Qual-
ity, business is picking up for global and 
domestic 3PLs overall. In fact, we’ve 
reported that � rst quarter 2010 results 
have included double digit improve-

ments in the international transporta-
tion management sector; while Richard 
Armstrong, author of the 2010 analysis, 
is boldly predicting a market recovery 
that will restore the 3PL market to 2007 
levels.

There’s even more positive news in 
store for the management teams of the 
3PLs listed on this page. According to 
LM readers, these providers were able 
to maintain world-class service levels in 
the face of sinking revenue levels.

For the second year in a row Uny-
son Logistics (Hub Group) outpaced 

the � eld by 
more than eight 
points, posting a 
very impressive 43.87—the single high-
est weighted score of the 2010 Quest 
for Quality survey. FedEx Supply Chain 
Services followed right behind Unyson 
with a solid 34.89, taking a close second 
in Carrier Selection/Negotiation (8.43) 
and Inventory Management (4.90).

UPS Supply Chain Solutions put up 
the second most notable score in Order 
Ful� llment (7.82), while ADP Logistics 
(A. Duie Pyle) racked up the second 
best score in the important Transpor-
tation Distribution attribute category 
(8.16).

Of note, 2010 marks the fifth 
year in a row that Averitt Express 
Supply Chain Solutions (32.86) has 
won Quest for Quality gold in this 
category, while this marks the sec-
ond year in a row that Ryder Sup-
ply Chain Solutions (33.03), FedEx 
Supply Chain Services, UPS Supply 
Chain Solutions, and Excel (32.75) 
will step up to the podium to accept 
an award.
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3PL

Gaining altitude

Unyson Logistics (Hub Group)

FedEx Supply Chain Services

ADP Logistics (A. Duie Pyle)

UPS Supply Chain Solutions

Agility

Transplace

Ryder Supply Chain Solutions

Averitt Express Supply Chain Solutions

Pilot Freight Services

Echo Global Logistics

Exel

APL Logistics

AVERAGE

Order 
fulfillment

9.67

7.68

7.43

7.67

7.82

7.18

7.17

7.47

7.33

7.50

7.30

6.91

7.18

Transportation 
distribution

9.84

7.85

8.16

7.61

7.46

7.54

7.81

7.70

7.50

6.89

7.36

7.49

7.38

Inventory 
management

6.36

4.90

4.71

4.78

4.89

4.40

4.71

4.68

4.66

4.61

4.60

4.56

4.64

Logistics 
information

systems

7.38

6.03

5.47

5.69

5.48

5.63

5.08

5.13

5.44

5.57

5.58

5.42

5.27

Weighted
score

43.87

34.89

34.05

33.75

33.53

33.25

33.03

32.86

32.82

32.77

32.75

32.48

32.44

10.63

8.43

8.28

8.00

7.89

8.50

8.26

7.89

7.89

8.21

7.90

8.10

7.97

Carrier selection/
 negotiation

Third-party logistics companies
Weighted scores         

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.

Business is picking up for global and 
domestic 3PLs overall. 
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To the layman, logistics is about being in the right place 

at the right time with the right shipment. To us, it’s about keeping 
promises and keeping customers happy. Our customized logistics solutions offer 

everything from shipment tracking and reporting, to stocking and warehousing. Which means no 

matter what supply chain hoops you find yourself jumping through, we can help you navigate  

them with optimum efficiency and a little bit of swagger.

After all, we’re not just shipping freight, we’re
SM

pilotdelivers.com  / 1-800-HI-PILOT

© 2010 Pilot Freight Services
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AIR CARRIERS

Up, up, and away...

Air cargo carriers         
Weighted scores         

  Southwest Airlines

  Virgin Atlantic

  Singapore Airlines (SIA)

  Nippon Cargo Airlines

  Alaska Air Cargo

  Japan Airlines

  Lufthansa

  KLM

  US Airways

  Emirates SkyCargo

  EVA Cargo

  American Air Cargo

AVERAGE

Value

10.76

9.60

9.10

9.10

8.83

8.42

8.28

9.05

9.14

9.05

8.69

8.43

8.51

Information 
technology

4.64

5.08

5.12

4.58

4.67

4.81

4.94

4.68

4.67

4.54

4.83

4.53

4.60

Customer 
service

6.98

6.98

6.85

6.05

5.54

6.08

6.03

6.16

5.69

5.61

5.79

6.18

5.87

Equipment 
 and operations

4.00

3.73

3.84

3.64

3.87

3.78

3.83

3.73

3.63

3.75

3.58

3.56

3.60

Weighted
score

39.50

37.68

37.40

35.65

34.99

34.93

34.90

34.85

34.41

34.27

34.07

33.67

33.60

13.13

12.29

12.48

12.28

12.09

11.84

11.83

11.22

11.28

11.31

11.19

10.97

11.01

On-time
performance

Source: Logistics Management, Peerless Media Research Group

Air express carriers             
Weighted scores         

  FedEx Express

  UPS

AVERAGE

Value

8.73

8.71

8.56

Information 
technology

5.43

5.31

4.84

Customer 
service

6.37

6.12

5.77

Equipment 
 and operations

4.06

3.99

3.76

Weighted
score

36.83

35.68

34.03

12.25

11.54

11.11

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.

talk about a turnaround. All of sud-
den the air has smoothed and the ash 
has cleared, and air cargo carriers are 
back up at a much more comfortable 
operating altitude—and yes, this has 
happened relatively quickly.

As Karen Thuermer, our air freight cor-
respondent, reported last month in our 
annual report, it was only back in March 
that the International Air Transport Asso-
ciation (IATA) projected a $2.8 billion 
loss in 2010 for the industry. The IATA 
has corrected it’s forecast since then and 
now predicts a $2.5 billion pro� t, with 
cargo volume growth now projected to hit 
18.5 percent from the previously forecast 
12 percent. To top it off, IATA expects 
airline revenues to reach $545 billion, up 
from $483 billion in 2009.

However, the IATA warns that the air 
recovery “remains fragile,” with net mar-
gins still hovering around 0.5 percent. 
And while the IATA remains cautious, 
global air cargo executives are welcom-
ing any positive news as they enter a 
new era of market and currency volatil-
ity, security and regulatory challenges, 
and � uctuating oil and fuel markets.

But even though the air cargo mar-
ket is just now pulling out of one of the 
toughest operational periods in history, 
LM readers have justly rewarded those 
air carriers that were able to keep their 
wings up and their service � ying high 
over the past year.

This year we � nd nine air cargo win-
ners making the trip back to the podium 
from our 2009 survey and three that have 

climbed back 
after missing the 
cut over the past 
few years. Southwest Airlines leads the 
pack again with a very impressive 39.50. 
Southwest put up top marks in On-time 
Performance (13.13), Value (10.76), and 
Equipment & Operations (4.00). 

Virgin Atlantic pulled up to gate 
second posting a 37.68 and tied with 
Southwest for top honors in Customer 
Service (6.98), while Singapore Airlines 
offered the leading Information Tech-
nology (5.12). The readers of LM wel-
come Alaska Air Cargo (34.99), US Air-
ways (34.41), and American Air Cargo 
(33.60) back to winners circle this year 
after falling just short over the past sev-
eral years.
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Thanks to our customers.

www.horizonlines.com     877-678-7447
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the health of the overall freight for-
warvder market has been historically 
linked to the state of the global economy. 
Way back in early 2008—a period of time 
that seems like ancient history—ocean 
and air freight volumes were increasing 
at double digit rates, while the freight 
forwarders, along with the ocean and air 
cargo carriers that answered their calls, 
were enjoying what Shakespeare would 
have called “their salad days.”

During the second half of 2008 the 
global economy hit the breaks and 
global freight forwarders were quickly 
ushered into a new era. The U.S. econ-
omy grew even weaker, the sub-prime 
debt crisis reverberated around the 
world, and consumer con� dence sunk 
to new lows. In turn, freight volumes 
fell off the proverbial cliff.

It was around that time that many 
manufacturers and retailers quickly real-
ized that they had built up too much 
inventory and cancelled orders with their 
overseas suppliers—a sudden move that 
produced what some analysts called the 
“inventory overhang” effect.

The impact of the global freight 
recession on freight forwarders was 
substantial. In fact, it was reported in 
LM that Expeditors International, the 
largest U.S. freight forwarder, saw gross 

revenues decrease 27 percent and net 
revenue decrease 14 percent during the 
deepest trough of the freight recession.

However, fortunes are quickly begin-
ning to reverse for global freight vol-
umes, as ocean capacity continues to 
tighten—thanks in part to a critical con-
tainer shortage—and air freight num-
bers have taken a rather 
quick turn for the better. 
For the freight forwarding 
community overall, the 
skies are certainly begin-
ning to clear.

But no matter how 
hard the global economy 
became to navigate, our 
readers tell us that there 
were 10 freight forward-
ers that were able to offer 
world-class service despite 
tough operational times. 
This year we � nd BDP 
International taking the 
top spot with an impres-
sive 37.38. While BDP 
only took � rst in Equip-
ment & Operations (4.05), 
its scores were strong 
enough across the board to 
give it the pole position.

Pilot Freight Ser-

vices led the 
pack in Value 
(9.57) and Cus-
tomer Service 
(6.75), UPS SonicAir posted the high 
mark in On-time Performance (12.39), 
while FedEx Trade Networks took � rst 
in Information Technology (5.26).
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FREIGHT FORWARDERS

Clearing skies ahead

Airfreight forwarders         
Weighted scores         

BDP International

Pilot Freight Services

UPS SonicAir

Lynden Air Freight

FedEx Trade Networks

UTi Worldwide

Nippon Express USA

Kintetsu World Express

AIT Worldwide Logistics

Expeditors International Express

AVERAGE

Value

9.51

9.57

8.91

8.97

8.59

8.73

8.42

8.62

8.42

7.97

8.22

Information 
technology

5.18

4.92

5.04

4.83

5.26

4.60

4.43

4.31

3.94

4.76

4.43

Customer 
service

6.48

6.75

6.48

6.48

6.44

6.43

6.04

6.25

6.16

5.89

5.84

Equipment 
 and operations

4.05

3.88

3.92

3.84

3.99

3.91

3.70

3.67

3.20

3.45

3.51

Weighted
score

37.38

36.87

36.75

36.24

35.87

34.95

33.63

33.24

32.74

32.70

32.42

12.16

11.75

12.39

12.12

11.59

11.28

11.05

10.39

11.03

10.63

10.42

On-time
performance

Source: Logistics Management, Peerless Media Research Group

All scores are weighted. Weighted scores are determined by multiplying the average raw scores by the average importance of each attribute (1 = least important; 5 = most important). 
To find the attributed weights for this category, see the introduction to the Quest for Quality report.

2010 Quest for Quality: 
Editor’s Note
The editorial staff of Logistics Management would like to 
thank the 5,426 readers who took time out of their busy 
days to complete and submit the 2010 Quest for Quality 
ballots. Your time, effort, and insight have helped Logis-
tics Management maintain the Quest for Quality as the 
premier benchmark study for logistics and transporta-
tion quality and service during the past 27 years.

In accordance with tradition, Logistics Manage-
ment will hold an awards dinner during the Council of 
Supply Chain Management Professionals (CSCMP) 
Annual Conference. This year’s event will take place on 
September 27, 2010, in the San Diego Ballroom A at the 
San Diego Marriott Hotel & Marina, San Diego, Calif., 
from 6:30 p.m. to 10:30 p.m. 

The Quest for Quality Awards Dinner is one of the 
most anticipated evenings on the logistics and sup-
ply chain yearly calendar. Our editorial staff will be on 
hand to congratulate the 2010 Quest for Quality win-
ners. For more information on attending please go to 
www.logisticsmgmt.com/Q4Q2010.
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BY patrick burnson, executive editor

Moving freight across the U.S./Canadian border can be more 
problematic than most shippers realize. Our recent research 

study reveals the myriad complexities of the customs clearance 
process—and the downfalls of making the trip alone.

Agentle surge in U.S. manufac-
turing and more emphasis on 
“near shoring” indicates that 
trade with Canada will con-

tinue to grow this year, major forward-
ers say. This is a trend confirmed by 
economists at the Toronto-based CIBC 
World Markets who report that Canada 
will remain the biggest trading partner 
for the U.S. for years to come.

Demand for U.S. goods is surg-
ing, says CIBC, with wholesale trade 
inventories climbing  1.7 percent 
to  $52.4  billion this past May—the 
largest percentage increase since Janu-
ary 2007. “The volume of cross-border 
growth is impressive,” says CIBC ana-
lyst Rob Shotte. “The inventory-to-
sales ratio is a measure of the time, in 
months, required to exhaust inventories 
if sales were to remain at their current 
level. Overall,  16  of the  25  wholesale 
trade industries reported higher inven-
tory levels.” 

The impact of the current environ-
ment for U.S. shippers has been signifi-
cant, Shotte adds. U.S. wholesalers in 

construction, forestry, mining, indus-
trial machinery, equipment, and sup-
plies posted the biggest inventory gains 
in dollar terms, followed by agricultural 
wholesalers when shipping into Can-
ada, CIBC notes in a recent report. 

One of the world’s premier trade 
services companies concurs with this 
observation. “A combination of forces 
are at work when examining this 
uptick,” says Amy Magnus, district 
manager for A.N. Deringer. “Business 
has been good, and seems to be getting 
better. But U.S. exporters trying to go 
it alone may still find some unexpected 
barriers and choke points.”

Shippers responding to a cross-border 
operations survey conducted this past 
April by Logistics Management (LM)
were mostly in agreement with Magnus’ 
observation, noting that shifting from 
purely domestic operations to interna-
tional distribution poses unique chal-
lenges. “Timing will be especially cru-
cial,” says a logistics manager for a large 
paper manufacturer responding to the 
survey. “I assume there will be a learning 

curve unless the forwarders apply their 
expertise well.”

According the Magnus, cross-border 
shipping may seem less daunting to U.S. 
manufacturers who have yet to explore 
overseas markets, but they should by no 
means assume that it’s uncomplicated. 
“One might succeed with many ship-
ments at first only to discover a major 
problem with Customs,” she says. “If 
you want some measure of certainty in 
this business, it’s best to do it with some-
one who does it every day.”

Magnus, who also serves as a direc-
tor with the National Customs Bro-
kers and Freight Forwarders Associa-
tion (NCBFAA) in Washington, D.C., 
says that the barriers to entry for U.S. 
exporters is significant, and shippers 
who are searching for a forwarder today 
should go with “someone with a proven 
track record.”

ReCURRent needS
The LM research project revealed 

that companies shipping between 
the U.S. and Canada have recurrent 
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freight forwarding:
traversing the   
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needs, and dispatch across the border 
regularly. In total, 388 logistics, supply 
chain and operations managers working 
in manufacturing, retail, or wholesale 
responded to the survey. Nearly nine 
out of 10 (84 percent) respondents say 
that they ship across the border at least 
once a month, and more than a half (53 
percent) transport more frequently, at 
least once a week.  

Taking into account all shipments 
made by responding businesses, 7 percent 
of total loads cross the U.S./Canadian bor-
der. Furthermore, say our researchers, for 
nearly all of these companies, the level of 
their shipping activity to/from Canada will 
either increase or remain the same during 
the next few years. These shippers are also 
telling us that their cross-border moves 
will grow by an average of 11 percent in 
that time frame. 

Embedded in these statistics is a tell-
ing observation: “Shipments are regularly 
delivered to either their own warehouses 
or centers for distribution,” says an LM 
research analyst. “Alternatively, these 
facilities are often bypassed and ship-

ments are sent directly to customers.” 
And with the devil being in these 

details, a significant glitch can occur 
out of nowhere, according to Magnus. 
“Everything might be going fine for a 
shipper until one day a Customs agent 
can’t find the advanced manifest, or he 
notices that the goods are targeted for 

an inspection by the Federal Food and 
Drug Administration (FDA). 

These hang ups can be expensive, 
and then there’s the added cost of 
inspection.”

A shipper of wood products told our 
research team that transparency was a 
key component of his operations, espe-
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cially since his shipments are prone 
to FDA delays. His company, which 
employs up to 250 workers during the 
peak shipping cycle, would not dream 
of going it alone. “Increased visibil-
ity into the status of our shipments is 
always something we are looking for,” 
he says. “Our customers require our 
shipments to be on-time, every time.”

Mary Peglow, a broker/forwarder with 
Mid-America Overseas, Inc., and presi-
dent of the Chicago Customs Brokers 
and Forwarders Association, notes that 
the FDA is not the only agency paper 
product shippers must contend with. 
“Because of the Lacey Act, the USDA 
(United States Department of Agricul-
ture) is really cracking down on goods 
moving in both directions,” she says. 

The Lacey Act combats trafficking of 
“illegal” wildlife, fish, and plants. The 
new legislation now makes it unlaw-
ful to move certain plants and plant 
products without an import declaration 
across the border. 

Pay now or Pay later
Fortunately, say our researchers, 

most U.S. shippers follow the advice 
given by the NCBFAA. According to 
our research findings, most manufac-
turers (79 percent) now use or would 
consider using a freight forwarding 
logistics provider to handle their ship-
ping arrangements when it’s time to 

cross the border. 
Our findings also reveal that it’s 

common for businesses to use the 
same freight provider to handle their 
domestic as well as U.S./Canada cargo. 
In fact, more than a half count on the 
same carrier for these assignments.

While the benefits of using a third 
party to organize distribution and ship-
ping needs are realized in process pro-

ficiencies as well as convenience and 
savings, companies not using freight 
forwarders are less certain about cost, 
our research report states. Those not 
employing third parties also fear losing 
control over logistics functions or claim 
to have the expertise in-house to man-
age logistics tasks.

While the majority of those surveyed 
claim they have yet to experience bor-
der-related complications, roughly one 
in six companies have, in fact, encoun-
tered problems at Customs. Most diffi-
culties experienced result in delays and 
added shipping costs. 

For most who have suffered through 
troubles at Customs, setbacks are said 
to occur often, fairly regularly, or at 
the very least, some of the time. “And 
some of the time is one time too many,” 
says a responding shipper based in Buf-
falo, N.Y. “The consequences can be 
steep, and delays can lead to additional 
expenses as well as jeopardize service to 
customers.”  

According to the LM study, lengthy 
delivery timelines and damaged goods 
are further problems shippers have expe-
rienced in their U.S./Canada shipments. 
And given these harsh implications, 
researchers say that shippers may be apt 
to force forwarders to take rather dras-
tic measures on occasion. For example, 
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the U.s. and canada enjoy an economic 
partnership unique in the world. the two 
nations share the world’s largest and 
most comprehensive trading relation-
ship, which supports millions of jobs in 
each country. 

in 2009, total trade between the two 
countries exceeded $560 billion. and, ac-
cording to the U.s. Department of com-
merce, the two-way trade that crosses 
the ambassador Bridge between De-
troit, Mich., and Windsor, ontario, alone 
equals all U.s. exports to Japan. 

“canada’s importance to the U.s. is 
not just a border-state phenomenon,” 
says Mitch sanders, a Department of 
commerce information officer. “canada 
is the leading export market for 36 of 
the 50 U.s. states, and ranked in the 

top three for another 10 states. in fact, 
canada is a larger market for U.s. goods 
than all 27 countries of the european 
community combined, whose population 
is more than 15 times that of canada.”

canada and the U.s. also have one of 
the world’s largest investment relation-
ships. the U.s. is canada’s largest for-
eign investor, and statistics canada, (the 
nation’s chief statistical agency) reports 
that at the end of 2009, the stock of U.s. 
foreign direct investment in canada was 
$289 billion, or about 59 percent of total 
foreign direct investment in canada. 

U.s. investment is primarily in can-
ada’s mining and smelting industries, 
petroleum, chemicals, the manufacture 
of machinery and transportation equip-
ment, and finance.

U.S./Canada: Closer than you think
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manufacturers can demand that individ-
ual shipments be tracked and monitored 
more closely, or suggest that carriers be 
changed if their shipping methods are 
not wholly transparent.

No big surprises
It should come as small surprise, 

therefore, to learn that the overarching 
conclusions in the LM research study is 
that U.S. exporters are increasingly reli-
ant upon third-party logistics providers 
and freight forwarding services to man-
age their cross-border moves.

Shipments for these businesses 
span the variety of freight require-
ments. While the majority is using less 
than-truckload (LTL) services for their 
cross-border shipments, more than 
half of LM survey respondents are also 
depending on truckload (TL) and small 
package carrier solutions as well.

A spokesperson for Purolator Cou-
rier Ltd., Canada’s largest overnight 
courier company, adds that for many 
shippers, Canadian-based commerce 
is more than just another part of their 
business…it’s a critical enterprise. 
They say that nearly one out of three 
prepare key business strategies based 
on their U.S./Canada operations, add-
ing that “it’s important that the outcome 
of these plans yield successful returns.”

And the LM research study shows that 
modifications to Canadian warehousing 
strategies and cross-border shipping phi-
losophies have led shippers to reduce the 
number of carriers they use, consolidate 
distribution points, or close Canadian 
DCs and manufacturing facilities.  

Results have also proven favorable 
for manufacturers and traders who have 
started shipping direct from the U.S. or 
have opted for providers with stronger, 
more widespread distribution networks. 
Some shippers have also switched to a 
freight service that offers greater visibil-
ity into the transportation chain.

“We have decided to ship the major-
ity of our products to Canada via pool 
consolidations,” says a respondent of 
agricultural commodities. “This has 
resulted in reduced costs and better 
control over the export/import process.”  

For responding shippers operating 
Canadian-based DCs, nearly one-half 
(45 percent) stock a full product line in 
these facilities. Furthermore, more than 

Pearson on
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Using a profi t-centric S&OP planning 
approach, high demand and limited avail-
ability will automatically trigger a move 
to higher prices and higher margins for a 
particular segment and time period. Con-
versely, challenging times often require 
that a company fi nd price points that help 
sell what you have—driving suffi cient rev-
enue to cover variable costs. 

To make this happen, the same profi t-
centric S&OP planning approach can 
help you adjust pricing and promotion 
strategies to accommodate expected mar-
gin erosion and to alter production plans 
to cover drops in demand. 

THE BOTTOM LINE
There is no one recipe for blending 

revenue, margin, and profi t considerations 
into a company’s S&OP planning process. 
To drive the transformation, however, 
most organizations will need to modify 
their operating models (restructuring 
teams, individual roles, and responsibili-
ties), enhance their analytical capabilities, 
train resources in fi nancial modeling con-
cepts, and establish new metrics for indi-
vidual and organizational performance. 

Deeper and more integrated demand 
and supply planning efforts will also be 
critical. On the demand side, that could 
mean aggregating forecasts by family 
groupings, incorporating more macroeco-
nomic factors, and reworking pricing and 
promotional strategies. On the supply 
side, more attention would likely be given 
to recognizing supply constraints and 
opportunities, balancing and reassign-
ing production across the network, and 
adjusting capacity based on newly formed 
pricing and promotional strategies. 

Another reasonable certainty is the new 
approach’s potential to benefi t industries 
ranging from consumer goods and high-
tech, to media, mining, and oil and gas. 
After all, most companies and industries 
share a desire to understand and raise 
their bottom lines. Taking a more profi t-
oriented approach to S&OP planning can 
complement these goals by helping to:

• integrate unit/volume planning with 
fi nancial/profi tability planning; 

• shape demand by considering produc-
tion, inventory, and distribution strategies 
across customers with varying demand char-
acteristics and service-level requirements;

• factor capacity and inventory con-
straints into decisions about promotional 

strategies and optimal price points;
• leverage scenario-based model-

ing to clarify operational and fi nan-
cial perspectives;

• improve product life cycle 
decisions and asset/product utiliza-
tion; and

• continuously assess and refi ne 
profi t/volume tradeoffs across prod-

ucts, channels, and geographies.
The most skillful supply chain 

decisions are usually those that 
extend from the design room to the 
store room to the board room and 
back—with a consistent emphasis 
on the bottom line. A profi t-ori-
ented approach to S&OP planning 
can help make that happen.  L
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a quarter of these companies (27 per-
cent) operate their own distribution cen-
ters in Canada. While nearly 45 percent 
operate one site, more than a quarter 
fully maintains three or more locations.

“The advantages and benefits of run-
ning a distribution facility in Canada, 
however, may be unknown to many,” 
reports one of our research analysts. 

“Six out of 10 have conducted evalu-
ations to understand the costs associ-
ated with running a distribution center 
there, but four out of 10—a surprisingly 
high percentage—have not conducted 
these analyses.” M

—Patrick Burnson is Executive Editor 
of Logistics Management 
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YMS: Harmony  in the yard
BY Bridget Mccrea, ContriButing editior

today’s yard management systems offer improved 
synchronization of the first- and last-mile activities 
outside the four walls—and shippers are beginning to 
listen to the benefits.

W
hen considering the supply chain soft-
ware market, acronyms like WMS, 
TMS, and GTM get a lot of attention 
from shippers looking to gain visibility 
over shipments while saving both time 
and money through automation. Often 
missing from the list, however, is YMS, 
or the yard management systems that 

track and report on what goes on outside the warehouse 
walls and away from the dock doors. 

At their core, yard management systems handle the 
scheduling of inbound and outbound freight appointments 
while effectively managing yard resources. Unlike WMS and 
TMS—that focus on warehouse management and transpor-
tation management—YMS gets down and dirty, and is most 
commonly credited with increasing efficiency and through-
put runs associated with a shipper’s distribution yard and 
docks. 

“Basically, the YMS handles appointment scheduling and 
dock door management on the receiving and inbound side,” 
says Mike Pujda, project manager at supply chain consul-
tancy Tompkins Associates in Raleigh, N.C. “For inbound 
activity, the YMS handles the arrival event and vehicle 
check-in.”

Once shipments are onsite, YMS tracks their movement 
and flow in and out of the dock doors, thus providing vis-
ibility into what is available for immediate unloading—and 
what’s not. “When you have this information on hand, you 
can make the most effective decisions regarding prioritiza-
tion of shipments and trailer movement,” says Pujda. “Then 
you can turn around and do the same thing for outbound 
shipments, only in reverse.”

When shippers have yard information at their fingertips in 
a real-time manner, says Pujda, they not only gain visibility, 
but they also save time and money. Over the next few pages, 

we’ll take a look at the latest developments in YMS and help 
shippers get a handle on this often-overlooked link in the 
supply chain management process that can help boost your 
bottom line and save valuable man hours. 

taking center Stage
With economic conditions remaining in the “unfavor-

able” zone for many companies, shippers across the board 
continue to look for new ways to squeeze efficiencies out 
of their operations. According to a March 2010 report from 
transportation research firm AutoDiversity Management 
(ADMi), many shippers have started looking at those areas 
that traditionally have low operating margins, and therefore 
have lower returns than other larger scale supply chain cost 
savings initiatives. 

One of the areas where ADMi is seeing a lot of activity 
and investment right now is yard management, a function 
that the firm defines as managing the first- and last-mile 
activities that involve any number of changes of custody loca-
tions, ports, containers, trucking activity, cross-docks, manu-
facturing points, distribution centers, and motor vehicle stor-
age yards. And while the term “yard management systems” 
sounds all encompassing and promising, the reality is that 
just 44 percent of companies utilize specific yard manage-
ment systems, according to Marc Brazeau, principal consul-
tant with ADMi. 

Yet when asked which technology platforms currently 
“touch your yard and facility operations,” a recent ADMi sur-
vey found that 90 percent of respondents reported that they 
utilize some sort of WMS, while 70 percent rely on a TMS. 
Sixty-six percent have an enterprise resource planning sys-
tem (ERP) that integrates operational administration across 
functional departments, and roughly 50 percent have a cus-
tomer relationship management (CRM) or manufacturing 
execution system (MES). 
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YMS: Harmony  in the yard

The fact that a much lower percent-
age of shippers are using YMS versus 
other supply chain software under-
scores “the potential for efficiency and 
cost improvements for respondents 
currently without YMS,” says Brazeau.

Supply chain software vendors, how-
ever, have recognized the fact that ship-
pers need help closing those first-mile 
and last-mile gaps and have gone to 
market with a number of solutions that 
they believe will answer the call on sev-
eral fronts. 

While YMS was traditionally devel-
oped by only the best-of-breed provid-
ers, today’s market includes options 
from ERP providers like SAP and Ora-
cle as well as from supply-chain-centric 
firms like Manhattan Associates and 

RedPrairie. Smaller players like Flu-
ensee.com and CDC Software are also 
making a mark, while more technologi-
cally diverse companies like Zebra have 
jumped into the game by acquiring 
smaller, best-of-breed YMS providers 
like WhereNet. 

GoinG Solo or StickinG
witH tHe band?

Whether YMS is more effective as a 
standalone entity or as part of a larger 
system has yet to be determined. Steve 
Banker, director of supply chain solu-
tions for analyst firm ARC Advisory 
Group, says that it’s “pretty common” 
for YMS to be tied to WMS, namely 
because the two can work in sync to 
alleviate issues like dock door con-

straints and limitations. 
A shipment being tracked through 

the warehouse, for example, can be 
easily prepped for loading and delivery 
when the WMS and YMS can seam-
lessly “talk” to each other. Expect to see 
more YMS embedded into WMS in the 
future, says Banker, who adds that such 
options are particularly attractive for 
shippers who want to “invest in a WMS 
and get a YMS without paying anything 
extra.”

But are those integrated YMS 
options powerful and multi-functional 
enough to provide solid benefits for 
shippers? Dwight Klappich, vice presi-
dent at research giant Gartner, says the 
answer to that question lies in just how 
tightly the YMS is integrated with the 
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TMS or WMS, particularly when 
it comes to functions like dock 
scheduling. 

“If you link this process to the 
WMS, then your YMS will be tied 
to the processes going on inside the 
warehouse,” says Klappich. “On 
the other hand, a YMS that’s tied 
more closely to the TMS allows for 
easy linking to dock schedules and 
appointments from a carrier stand-
point.”

Ideally, Klappich says shippers 
would be able to integrate their 
YMS with their TMS and WMS, 
and be able to “look at dock sched-
uling from both sides.” He says 
Gartner refers to this setup as sup-
ply chain execution convergence, 
and points out that RedPrairie’s 
YMS option “is furthest along, 
based on the fact that the com-
pany has strong solutions on both 
sides—TMS and WMS.”

Turning up The volume
While it may be true that less 

than 50 percent of shippers are cur-
rently using YMS, many more are con-
sidering future implementations. 

Driving that trend, says Tompkins’ 
Pujda, is the need for more visibility 
over inbound and outbound freight, as 
well as better scheduling capabilities. 
“The shipper that can effectively extend 
its facilities out to its carrier base and 
create an environment where dock door 
scheduling becomes easier and more 
accurate, for example, is able to better 

schedule its labor and even prioritize 
shipments,” he adds.

According to Klappich, what’s driv-
ing the YMS market is the fact that 
shippers are trying to increase the 
velocity of their entire logistics process. 
“The yard has always been a bottleneck, 
with the carrier coming in and having 
to get in a line behind 50 other trucks 
that are also waiting to get to the 10 
docks,” says Klappich. “Companies in 

seasonal businesses are particularly 
good candidates for YMS since the 
systems can effectively track goods 
that might be held in one trailer for 
a period of time and then cross-
docked.”

Take the company that sells 
Christmas lights to retailers, for 
example. When the tractor-trailer 
loads of products come into the 
yard in the months leading up to 
the holiday, says Klappich, the ship-
per turns the lights around and 
gets them out the door, rather than 
stocking them in the warehouse. 
YMS keeps track of those trucks 
when they’re stored in the yard, and 
then enables fast, accurate cross 
docking and more efficient supply 
chain management. 

“The more advanced shippers 
are moving toward this ‘flow con-
cept’ that was once opportunistic 
but is now doable because the yard 
has become an important aspect 
of the supply chain,” Klappich 
explains. “Their main goal is always 
efficiency, as shippers don’t want 

to needlessly unload product, or wait 
to unload items that can’t be located. 
These are inefficiencies that they can’t 
afford right now.”

Too many noTes To hiT
When researching the YMS space, 

ADMi found that smaller shippers 
appear to be leading the charge to 
improve visibility out in the yard. 
This may be because they’ve already 

yard management systems
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Four technologies are used to track the location 
of trailers and other assets in a yard manage-

ment solution. 
1) Passive RFiD, including ePc-style tags, are 

primarily used to identify a trailer or container. 
since these tags don’t have a battery, they can’t 
broadcast their location. instead, yard vehicles 
equipped with an onboard RFiD reader can read 
the tags on trailers as the operator drives through 
an area. 

2) active RFiD tags include a battery. With 
onboard power, these tags broadcast their loca-
tion in real time to a network of access points in 
the yard. 

3) gPs is emerging as a solution for tracking 
assets across very large outdoor areas where 
the cost of installing an infrastructure of access 
points would be prohibitive. 

4) sensor technology, combined with an active 
RFiD or gPs tag, allows a user to not only track 
the location of a trailer or asset in the yard, but 
also to monitor environmental conditions that 
may have an impact on the asset, such as humid-
ity or temperature.  

Tracking trailers with rFiD

In use

YMS usage by shippers
(percentage of respondents)

9% 10%

14%
12%

Plan to buy/upgrade

15%

11% 10%

13%

Use/plan to buy

22%

19%
21%

22%

2007 2008 2009 2010

50%

40%

30%

20%

10%

0%

What stage of the YMS buying
stage are you in?

Evaluating
vendors

Selecting
vendors

In process
of buying

2008 2009 2010

Source: Logistics Management 2010 Software Survey Source: Logistics Management 2010 Software Survey

LM1008_LogisticTech_YMS.indd   48 8/3/10   3:24 PM

http://WWW.LOGISTICSMGMT.COM


AAA COOPER IS CONSTANTLY WORKING TO BE THE TRANSPORTATION COMPANY THAT CUSTOMERS CHOOSE TO USE. SIGNIFICANT

INVESTMENTS IN TECHNOLOGY HAVE BOOSTED EFFICIENCIES, LOWERED COSTS AND ENHANCED CUSTOMER INTERACTION.

HOWEVER, THE BEST ROUTE WE’VE FOUND TO SUCCESS IS REALLY VERY BASIC. IT’S LISTENING TO OUR CUSTOMERS’ NEEDS AND

EXPECTATIONS THAT GIVE DIRECTION TO OUR PERFORMANCE. FOR US, IT’S ALL ABOUT DELIVERING ON THE PROMISE. 

THE SUCCESS OF OUR BUSINESS AND CUS-

TOMER SATISFACTION ARE INSEPARABLE. YOU,

OUR CUSTOMERS, ENABLED US TO WIN THIS

PRESTIGIOUS AWARD. 

AND WE APPRECIATE IT.

WE DIDN’T FIND THE BEST
ROUTE TO SUCCESS 
ON A ROADMAP.
OUR CUSTOMERS GAVE 
US THE DIRECTIONS. AAA Cooper Transportation received the 2010 NASSTRAC

Carrier of the Year Award in the Regional-Southeast Category.

Our Commitment to You...Safety, Service and Value

Corporate Offices: 1751 Kinsey Road  • Dothan, Alabama 36303  • (334)793-2284  • 800-633-7571  • Fax: (334)793-1063  • www.aaacooper.com

AAA_2010NasstracAd-Alt01_052610  5/27/10  8:58 AM  Page 1

LM MMH Template.indd   1 6/3/10   10:50 AMLM1008_Ads.indd   49 8/3/10   3:07 PM

http://www.aaacooper.com


addressed the higher priority issues 
within their supply chain networks, 
according to Brazeau, and are now 
positioned to address yard throughput 
issues. 

The fact that smaller shippers are 
gaining that “last mile” visibility could 
bode well for such firms as the econ-
omy recovers, Brazeau reports. “Smaller 
companies may be better positioned 
to take advantage of a near-term eco-
nomic recovery, as well as the lead in 
yard management best practices.”

Expect to see more innovations like 
RFID being integrated into YMS sys-
tems, says ARC’s Banker, who is already 

seeing that movement take hold among 
European companies. 

Also on tap is more supply chain 
executive convergence, according to 
Klappich, who envisions a time when 
companies synchronize and orches-
trate end-to-end supply chains—yard 
included—with technology. “The yard 
is a cog in the wheel that helps shippers 
achieve this type of integration by driv-
ing both throughput and efficiency, and 
by making shipments move in and out 
that much faster,” adds Klappich.  M

—Bridget McCrea is a Contributing 
Editor to Logistics Management
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INTERMODAL AND DISTRIBUTION: A MARRIAGE OF CONVENIENCE
Are railroads the next big trend in 
site selection? Richard Allen, CEO of 
San Diego-based The Allen Group, 
the developer of the Dallas Logistics 
Hub (DLH) in southern Dallas County, 
Texas, believes so. In fact, he’s ada-
mant that future trends, specifi cally 
in intermodal, will play a major role 
in site-selection strategy. 

One only needs to consider War-
ren Buffett’s purchase of Burlington 
Northern Santa Fe Railroad (BNSF) in 
2009 for Allen’s belief in huge chang-
es to come. After all, it’s a proven fact 
that rail costs a fraction of truck transit 
for moves 500 miles or more.

“When you think about how 
site-location decisions were made 
10 to 15 years ago, intermodal did 
not enter into the equation,” Allen 
says. “In the case of the Dallas/Fort 
Worth area, for example, in the past 
you located your site near the DFW 
Airport because it was easier for your 
boss to fl y in and see the site, and it 
happened to be closer to where the 
plant manager wanted to live.”

Now strategies are changing, 
although Allen is surprised at cor-
porate site selectors who still hold 
onto outdated ways of determining 
optimal DC locations. He regards 
intermodal to be the wave of the 
future in terms of DC location and 
savings in transportation costs

“You’d better think long and hard 
about renewing your lease in an area 
that is 30, 40, or 50 miles away from 
where the goods are coming in,” he 
says. “Companies save $1.5 million per 
year in freight charges if they locate in a 
DC next to an intermodal yard.” 

According to Allen, his fi gures are 

quantifi able. These kinds of savings, 
he claims, makes lease rates and land 
costs irrelevant. “It’s amazing the 
number of people in this industry who 
have not fi gured this out,” he states. 

But just consider how railroads 
are purchasing vast amounts of land 
around intermodal projects with the 
intent of leveraging the property 
with a developer partner who can 
supplement them with warehousing 

and distribution development. There 
are examples everywhere such as 
CSX near Winterhaven, Fla.; BNSF in 
Kansas City; and Union Pacifi c (UP) in 
the Dallas/Fort Worth area. 

“We have been working with the 
railroads for 15 years,” Allen says. 

“When we fi rst went to Dallas to buy 
land in 2004 we went because UP 
announced that they were putting in 
a new intermodal facility.”

confi rmed or order drop.”
Consequently, many companies—particularly 3PLs—today 

are changing their site selection strategies to be located where 
they get the benefi t of trucking companies servicing multiple 
clients. This way they no longer have to pay for an entire truck 
when they only need to ship half a load. This is especially impor-
tant to companies concerned about product obsolesces and code 
date issues. 

“Shipping by half loads may be more cumbersome and costly 
in some regards, but more frequent shipments are preferable,” 

Neverman says. “But as a result, they are shrinking their back 
rooms and the size of their own DCs.” This is especially the case 
for companies concerned about shrink or product obsolescence. 

One site selection trend that Tony Russo, senior associate at CB 
Richard Ellis, reports seeing from specifi c tenants in the Washing-
ton, D.C./Dulles market is their decision to move farther afi eld 
where real estate costs and overhead are lower. Companies can cut 
their base rent in half by moving west to Winchester, Va., he says, 
particularly those that cater to the Eastern Mid-Atlantic region 
and don’t need to service the Washington metro area. “Due to the 
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How do you track mobile assets that 
might be stored anywhere among the 

1,200 buildings and yards in a complex that 
covers 59-square miles? 

that was the problem facing the sierra 
army Depot (siaD) in northern california 
that serves as a multi-functional logistics 
center for the storage, maintenance, assem-
bly and containerization of thousands of op-
erational stocks and other major end items on 
behalf of a wide set of customers. 

if those assets are inadvertently mis-
placed or their location mis-recorded, it can 
take days or even weeks of manpower to 
search the vast area to retrieve them. 

the solution: siaD is implementing 
an asset management and real-time lo-
cating system from savi technology that 
will utilize asset management software in 
conjunction with RFiD tags, readers, and 
handhelds that utilize gPs technology to 
improve visibility, accountability and the 
annual inventorying of assets. 

the result: By tagging important assets 
as they move through the complex, the solu-
tion will help personnel reduce hours spent 
searching for critical containers, major 
supplies and equipment as they move on, 
through, and off the facilities, thus improv-
ing operational efficiency and cutting costs.

the solution also improves asset in-
ventory utilization, and —via automated 
alerts—speeds the monitoring of environ-
mental conditions of medical equipment 
and supplies stored in special containers 
required for rapid deployment into the field 
of operations.

When it’s fully deployed, the solution will 
provide the ability to tag and accurately track 
items that belong to the depot and remove 
tags when the assets leave the facility. sen-
sor technology will be utilized to provide vis-
ibility of serialized items. RFiD and other 
automatic identification technologies will be 
leveraged to enhance the management of 
inventory and assets. 

Finally, the data collected by the system 
will allow the army to analyze the current 
processes at the facility and recommend 
improvements. 

—Bob Trebilcock, is a frequent contributor 
to Logistics Management
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CSA 2010, hours of service, lack of infrastructure reinvestment, cap and trade. These and other serious 

issues pose a threat to trucking, which could generate double-digit increases in transportation costs for 

shippers by 2012! 

NASSTRAC is a leader in opposing burdensome legislation and regulations that impact the cost, efficiency, 

and dependability of supply chains. Through well-orchestrated advocacy initiatives, we communicate  

shipper concerns with greater impact and at a lower cost than if each shipper member acted alone.

NASSTRAC is the voice of shippers’ concerns. Get involved and make your voice heard.

Join us today. www.NASSTRAC.org
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The War On Trucking.    
Are You Prepared?
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4PLs emerge
BY patrick burnson, executive editor

What does a well-established 
multinational truck manufac-
turer have in common with 

a relatively new telecommunications 
equipment provider? Quite a bit if you 
are examining their respective global 
distribution strategies. 

Navistar Inc. and Vology Data Sys-
tems are both undergoing transforma-
tional changes as each builds upon 
existing relationships with time-tested 
logistics partners. In fact, the following 
two case studies demonstrate that work-
ing to transform your existing 3PL into 
your 4PL makes sense if it’s done with 
“cultural integration” as a primary goal.

Navistar’s global challeNge
When Ed Melching, Navistar’s direc-

tor of global logistics, began searching 
for a partner capable of supporting the 
company’s five-year plan to re-engineer 
and improve performance in its supply 
chain, he didn’t have to look far. His 
existing two-year contract with a 3PL 
was a starting point for global expansion.

“There are normal growing pains in 
any partnership,” he says. “But at the 
beginning, we spent a lot of time on 
alignment of vision, mission and strat-
egy, governance, ensuring executive 
support for the steering teams, and 
taking an ‘open book’ approach to the 
relationship where both of us would be 
rewarded when we were successful.”

He adds that it was important that 
the global truck and engine manufac-
turer had “skin in the game” with its 
own outlay of capital investment. But 
that didn’t mean the process would be 
easy. Over the next few years, Navistar 
will be concentrating on global growth 
markets focused on India, Brazil, South 
Africa, Australia, and China. 

To accommodate this aggressive 
move, the company is now seeking 
to deploy an advanced “strategic col-
laboration model” for continuous sup-
ply chain improvement throughout 
the world—and it plans to rely on its 
global logistics provider partner more 
than ever. The objective is to achieve 
a 25 percent reduction in supply chain 
spend by 2013, while establishing a 
team with advanced management skills 
to drive continuous improvement into 
overall global operations.

“So far, 19 new projects have been 
identified and implemented, deliver-
ing validated savings in the millions 
of dollars with the help of our current 
3PL,” says Melching. “One project that 
had immediate impact was a domestic 
freight transportation study. Its findings 
recommended a core carrier program 
that took our LTL supplier base from 
26 to seven,” he adds.

But there were some speed bumps 
along the way to removing cost, he 
admits. When projected savings weren’t 
initially realized, the team conducted a 
“Kaizen” (Japanese for “improvement” or 
“change for the better”) to develop a lean 
practice and uncover root causes of fail-
ure. With the help of his 3PL, Melching 
says that the problem was identified and 
fixed some six months later. “Now that 
we are back on track, we’ve realized a 
cool $1 million in savings so far,” he says.

In this larger “global network man-
ager” role, Menlo Worldwide Logis-
tics has expanded its 3PL relationship 
with Navistar by deploying this more 
strategic collaboration model designed 
to help the manufacturer with ongo-
ing supply chain improvement. If fact, 
Melching and the provider refer to it 
as a pure “4PL” relationship—a term 

coined some years back by analysts at 
Accenture to define a situation where 
a 3PL goes beyond traditional logistics 
offerings and applies deeper analyti-
cal skills to assist in continued supply 
chain support for the shipper.

For Navistar, this move represents a 
decision to forego old ways and adopt a 
new model that embraces uncommon 
levels of collaboration with an outside 
resource. To be successful in this transi-
tion, Melching says that his team will need 
to rethink traditional supply chain assump-
tions, instill lean methodologies and pro-
cesses for removing waste and inefficiency, 
and create a platform for change based on 
clear, validated key performance metrics. 

According to Melching, a major 
milestone in this expanded relationship 
with its 3PL has been the launching 
of five “transformation platforms.” He 
defined these as comprising logistics 
IT strategy; sourcing strategy; global 
network strategy; lean material flow 
strategy; and perhaps most importantly 
finished vehicle distribution strategy.

First coined by the U.S. military, a 
“transformation platform” is a strategy 
designed to give logisticians improved 
situational awareness. As one might 
imagine, tracking this process is essen-
tial. “Goals are based on SMART (spe-
cific, measurable, achievable, relevant, 
time-related) targets and measurement 
against validated key performance indi-
cators,” explains Melching.   

He also has advice for shippers 
wishing to make the same move as 
Navistar, “We knew what we were get-
ting into when we started,” he says, 
adding that not all shippers may have 
that luxury. “Our analysis suggested 
they were a good fit, strategically, tacti-
cally, and culturally. 
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Vology manages growth
For Oldsmar, Fla.-based Vology Data 

Systems, reducing the supply chain 
spend was not the most urgent need. 
In fact, while most companies were 
focused on surviving the recession, the 
pre-owned networking and telecommu-
nications equipment provider was expe-
riencing a major business boom. From 
October 2009 through March 2010, 
the company experienced a 40 percent 
surge in business.

“But that presents its own set of 
unique challenges,” says Joy Perkins, 
director of operations at Vology. “We 
needed to make sure that our global 
orders were filled quickly and cus-
tomers were satisfied…all while we’re 
expanding into new markets at a rapid 
pace, particularly in the Middle East.”

She also notes that a contract with 
the U.S. military required regular ship-
ments to distant locations like Afghani-
stan. So while the armed forces were 
concentrating on keeping “boots on the 
ground,” Vology was intent on removing 
steps in its warehouse operations.

After considerable diligence, Vology 

turned to UPS Supply Chain Solu-
tions to provide advice on its ware-
house redesign. In only two and a half 
months, the 4PL worked with Vology to 
redesign its own facility and streamline 
its operation. 

The result, says Perkins, was a sub-
stantially reduced footpath, a more effi-
cient pick and pack process, and more 
space for storing inventory. Overall, the 
changes increased the facility’s capacity 
by about 70 percent. “We reduced our 
production area from 20,000 square 
feet to 6,000 square feet, so we could 
save the rest of the space for pure stor-
age,” says Perkins.

The changes eliminated the need 
to build a new warehouse or hire new 
employees since the more efficient 
layout was able to accommodate the 
growth. Now Vology can nearly double 
its current capacity before growing out 
of its facility.

What’s more, inventory flows effi-
ciently from one area to another. Approxi-
mately 40 percent of Vology’s inbound 
volume arrives, gets tested, and is sent 
out to a customer on the same day, so 

the process must be quick and seam-
less. Then, to meet the tight deadlines, 
approximately 35 percent to 40 percent 
of Vology’s shipments are sent via express 
services to their final destinations.

“We’re all about urgency,” says Per-
kins. “And our shipments now arrive 
at their destinations on deadline more 
than 99 percent of the time.”

Additionally, Vology invested in the 
building’s aesthetics to create a cleaner, 
more efficient production area that 
reflects its pursuit of being regarded as 
a world-class operation. “It may sound 
superficial, but aesthetics are impor-
tant to us,” adds Perkins. “It creates an 
impression of simplicity and efficiency. 
We wanted to partner with someone 
who had the same values.”

With hundreds of international 
orders a week, Perkins and her team 
determined that it was also vital that 
the shipping process could measure 
up. Vology needed a 4PL that could go 
beyond shipping to handle other issues 
like customs clearance and brokerage 
for all of its international shipments.

“We needed a 4PL who could bro-
ker everything,” says Perkins. “To us, 
the only difference between a domestic 
package and an international one is that 
we have to add a commercial invoice.”

Perkins decided to turn to her cur-
rent provider’s paperless invoice system 
to manage complicated customs proce-
dures electronically, rather than manu-
ally completing paper invoice forms in 
triplicate. The service helps Vology save 
time and trees, while reducing paper-
work errors—the number one reason 
for delays at Customs.

Tracking is also top priority for Vol-
ogy. It now relies on UPS to provide 
complete visibility into its global sup-
ply chain. Perkins says that her part-
ner’s tracking software helps keep 
inventory moving and accelerates the 
billing process. Additionally, Vology 
can bill for an item as soon as it has a 
tracking number.

“We receive enormous amounts of 
inventory and we have to turn it around 
quickly,” said Perkins. “That’s why track-
ing is so important. Sales people can sell 
things that are en route, and the receiving 
team can project what’s coming in and 
plan staff accordingly.” M

 —Patrick Burnson is Executive Editor 
of Logistics Management
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traditional 3Pl services like transportation and 
logistics don’t cut it when a company wants to 
enlarge its global footprint. that’s when value-
added, strategic advice of a 4Pl may be needed. 
But who gets the call?
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 8000 Series 
Pallet Truck*

East Coast Warehouse 
Imports Outstanding Performance 

from RAYMOND

 Lift Trucks | iWarehouse® | Service | Training | Parts | Rentals | Leasing | Engineering

 www.raymondcorp.com | 1.800.235.7200

“Raymond’s communication and 
response rates are excellent.”

Richie Gomez
Vice President, Facilities
East Coast Warehouse
www.eastcoastwarehouse.com

East Coast Warehouse is a leading third-party logistics provider for over 150 customers, 
many of whom are import-based. For their day-to-day operations, they must be able to 
manage the throughput of thousands of pallets in their combined 1.7 million square foot 
locations in New Jersey, under temperature-controlled conditions and unyielding pressure. 
To improve their effi ciencies, East Coast Warehouse raised their operations to new levels 
with customized materials handling solutions from Raymond and a solid commitment from 
our authorized sales and service center, Raymond of New Jersey.

To reduce and control operational expenses, East Coast Warehouse relies on Raymond’s 
highly effi cient Deep-Reach® trucks, orderpickers, and pallet trucks. And, to maximize 
the value and uptime of their equipment, East Coast enjoys expert service and 
maintenance from Raymond, 24/7/365.

The result: more uptime, reduced hourly costs and lift truck operators running 
at maximum effi ciency shift after shift. The experts at East Coast Warehouse 
understand that material handling is more than just 
handling the materials. And that’s why they chose 
Raymond. Better, smarter and faster. That’s
how Raymond goes above and beyond.

*Load shown is for illustrative purposes only. Please load responsibly.
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warehouse & DC: lift truCks

If an analyst told you that a market was in recovery, you’d 
probably think that was good news. Not so fast. If you 
were talking about the lift truck market you’d have to 
get beyond the complexity first. In fact, some business 

analysts see recovery being as problematic as the recession 
when it comes to lift trucks. 

George Keen is one of those. Keen’s a senior consultant 
with Currie Management Consultants, a Worcester, Mass.-
based firm that specializes in distributor business enhance-
ment strategies. Keen sees the lift truck market as a remark-
ably complex puzzle, as challenging to understand for sellers 
as it is for buyers. 

According to Keen, customers’ purchasing philosophy and 
behaviors evolve over time as a market matures. The problem 
with lift trucks is that although they are mature products, 
they employ some of the most leading-edge technologies 

around—from computers and sensors to alternative power 
sources. 

This leads to unpredictable buying patterns and compet-
ing approaches to selling. Depending on their needs, buyers 
may make their lift truck selection based on product innova-
tion, price, total value, or total cost of ownership. Keen sees 
these as phases.

“Not all lift truck customers change at the same time, 
so distributors need to evaluate which customer is in each 
buying phase and then respond to them in an appropriate 
fashion,” says Keen. “While we have seen customers go from 
just choosing a brand to being very concerned about price, 
many have moved on to the ‘total cost of ownership’ where 
they really care about the residual value at the end of their 
ownership, the cost of maintenance, and the serious issue of 
non-productive down time.”

August 2010 | WWW.LOGISTICSMGMT.COM Logistics MAnAgeMent 55

own, lease, or rent? according to lift 
truck consultants, the method that 
businesses pay for lift trucks tends to 
be a sound economic indicator. here’s 
how distributors are working to solve 
the complex needs of today’s fleet 
owner.

BY tom andel

lift trucks: Solving 
the financial puzzle
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Warehouse & DC: Liftrucks

Wherever you are in this procure-
ment cycle, business conditions have 
also changed how equipment distribu-
tors deal with customers. Today in the 
lift truck market, there are new, com-
pelling reasons to own equipment, to 
lease it, and even to rent. Let’s take a 
look at each of those decisions.

The case for owning
With the recent business slowdown, 

there’s a glut of underutilized lift trucks 
on the market. As they come off lease 
,they flood the used market, creat-
ing attractive buying options for many 
small companies. 

Keen says that these buyers will lean 
into used equipment as a hedge against 
cost. While this is bad news for sell-
ers of new vehicles, it’s great news for 
servicing dealers offering maintenance 
programs.

Other buyers will purchase used lift 
trucks to fill their current needs while 
saving up for equipment that will suit 
their long-term strategies. At the same 
time, some dealers will discount and 
promote used equipment to get cash 
from their over invested rental fleet and 
older used inventory. 

But while there may be an abun-
dance of used forklifts for sale, the 
quality quotient may be on the way 
down. 

“I’ve seen a sharp decline in good, 
low-hour, late-model forklifts on the 
market sold as ‘new-lift alternatives’ 
since the third quarter of 2009 into 
the first quarter of 2010,” says Matt 
McClelland, materials handling con-
sultant at Johnson Lift Hyster, a distrib-
utor that serves the greater Los Angeles 
area. “While the glut of used trucks has 
had a negative effect on new forklift 
sales…this will level back out in the 
next six to eight months due to a lack of 
good, used equipment.” 

Roger Troost, president of Morrison 
Industrial Equipment, a Grand Rap-
ids, Mich.-based Mitsubishi-Caterpil-
lar distributor, has a slightly different 
interpretation of what’s happening on 
the used equipment market. Troost 
says that he’s seen the wholesale value 
for used trucks strengthen—which 
indicates that the used-truck glut has 
stopped and that those great values are 
no longer there. 

That doesn’t mean that warehouse 
and DC managers will stop buying late-
model, low-hour, off-lease units in favor 
of new equipment. “I think as long as 
underutilized and low residual off-
lease units move into the used market 
the smart buyers will continue to lease 
used versus new,” says Troost.

However, Bruce Pelynio, president 
and CEO of Heli Americas, a Memphis-
based distributor for China’s Anhui Heli 
lift trucks, says that the maker of his line 
of trucks is counting on growth in the 
long-term ownership market here the 
U.S. “I think the lease versus buy ratio will 
shift,” says Pelynio. “People used to lease 
cars every three years and just flip them 
because they could get a $199 payment for 
a Cadillac. Those days are gone because 
nobody wants the residuals any more—
the capital isn’t available to do that.”

The case for leasing
Leasing gives customers access to 

technologies they might not be able to 
afford when buying a lift truck outright. 
It also changes a customer’s mindset 
from price to cost of ownership—espe-
cially if the lease comes with a main-
tenance package. That’s why George 
Keen tells dealers to understand their 
customer’s procurement phase. 

“Just when you think all customers 
evolve from left to right, we get new 
products like the hybrid fuels, AC, and 
other fuel options. Customers are back 
to looking for the best product not best 
price,” says Keen. “Dealers will need to 
be paying good attention to the custom-
ers’ buying phase and not just throwing 
quotations out to every person think-
ing of buying new trucks. For example, 
throwing a low-ball quote out to a pros-
pect who is concerned about cost of 
ownership will only lose you money.”

On the customer side, Matt McClel-
land’s advice to fleet managers is to look 
at solutions in three-year to five-year 
terms instead of a payment-to-payment 
basis. 

“A lot of the solutions I have been 
offering as a consultant have a high per-
ceived investment cost, but I usually can 
show savings in 20 months or less,” says 
McClelland. “But some fleet managers 
look at the payment and decide to save 
$5 per month instead of $15,000 over 5 
years. The technology to help companies 

save thousands over that long term lease 
is usually in the payment.”

The case for renTal
There are opportunities arising from the 

recent economic struggles of both buyers 
and sellers of capital equipment. Lift truck 
fleets with low utilization and high financ-
ing costs may be causing cash flow prob-
lems and owners may be tempted to dump 
that equipment on the rental market.

At the same time, dealers are seeing 
an increase in short term rentals (STRs) 
from clients who do not have enough 
money in their capital budgets for an 
immediate purchase or lease. In this 
case, an STR can help them meet their 
needs until the next capital budget.

Alternatively, large fleet owners may 
be receptive to dealers offering to “re-pur-
chase” their fleet and rent it back to them 
through a long-term rental (LTR). This 
would free up cash from those assets.

“Although the dealer would need the 
financial position to make this offer, 
the long-term return could be very 
good,” Keen explains. “They capture all 
the parts, service, and rental business 
and they also have total control of the 
account for X years, and should have 
good control at time of conversion. But 
dealers will need to be smart and cre-
ative in finding out how to deliver good 
value inside profitable contracts.”

Just as leasing helps fleet owners stay 
on top of technology’s evolution, rental 
can do the same, but for a shorter term. 
At the same time, it helps the fleet 
manager negotiate the uncertainty of 
these economic times.

“I would suggest fleet managers can 
be less reactive to an upswing or down-
turn in the market by buying more 
strategically,” says Paul Hollowell, vice 
president of rental operations for Mod-
ern Group Ltd., a Hyster distributor 
that covers the Northeast. “They can do 
that by purchasing less than the imme-
diate need for lift trucks and renting 
equipment as a prudent alternative.” 

The rise in STRs reported by distrib-
utors contacted for this article shows 
that these fleet managers are filling 
application gaps before committing to 
long-term leases or purchases. In the 
meantime these distributors and the 
OEMs they represent are busy prepar-
ing to meet that commitment.  M
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Eight Quest for Quality awards 
in a row. It’s an accomplishment 
we don’t take lightly.

For the eighth year in a row, Matson has been honored with a Quest for Quality award. As always, we owe the 

distinction to our employees, each one of whom is committed to delivering transportation solutions and service 

unmatched in the shipping industry. The fact that they’ve earned eight awards in the last eight years is simply a 

reminder that, at Matson, the quest for quality never ends.

 For more information, call our Customer Support Center at (800) 4-MATSON or visit matson.com.
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By John D. Schulz, Contributing Editor

Satish Jindel, principal of the trucking ana-
lyst firm SJ Consulting, says that shippers 
should think of the less-than-truckload 
(LTL) industry as a guy sitting in the 
middle seat on an airplane. 

On the aisle next to him are the 
small-package carriers like UPS and FedEx seeking 
more space to utilize their latest technological gadgets 
and vast customer lists. In the window seat are the 
aggressive non-union truckload giants like Schneider 
National and Swift Transportation, anxious to utilize 
their excess capacity with ever-smaller loads to help fill 
their trucks with “kick-on” freight.

“Both of those guys are elbowing the LTL sector 
sitting in the middle seat,” says Jindel. “But they can 

only go in one direction. The truckload guy can’t push 
into the window, and the parcel guy can’t push into 
the aisle. LTL can only push back on both sides.”

And as Jindel’s analogy suggests, the beleaguered 
LTL industry may be down, but it’s certainly not out. 

Yes, the market has shrunk. Due to the recession 
and changing shipper freight patterns, the LTL sector 
shriveled to $25.8 billion in total revenue last year, 
down from $33.4 billion in revenue in 2008. Consider-
ing that the entire trucking sector enjoyed $688 billion 
revenue last year (including the gigantic $300 billion 
private trucking sector), LTL revenue totals ring in at 
just under 4 percent of the entire trucking pie.

However, that’s a very valuable 4 percent. LTL car-
riers are able to generate higher rates than truckload 

special report

t r a n s p o r t a t i o n  m a r k e t  u p d a t eA speciAl supplement to
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carriers. LTL carriers are also in an enviable position when you 
consider that their market has significant barriers to entry due 
to the their expensive and difficult-to-replicate hub-and-spoke 
networks of terminals. 

In fact, virtually every new carrier that has entered the truck-
ing space since deregulation in 1980 has gone into the non-union 
truckload sector, not LTL. Those barriers to entry are significant. 
Because of that, and other factors, LTL executives say they have a 
better chance than their truckload brethren in obtaining signifi-
cant rate increases as the industry tries to recover from its worst 
three-year period since the Great Depression.

“It’s tough times out there—the past three years have shown 
nothing in terms of profits,” says Myron P. 
“Mike” Shevell, a 60-year trucking veteran and 
chairman of the Shevell Group, which includes 
the $311 million Northeast LTL giant New 
England Motor Freight. “Every carrier I know 
is either losing money or close to losing money 
and there’s only a handful making a profit. 
Because of that, we and every carrier I know 
are out for major rate increases.”

To be sure, the LTL sector is not without 
its challenges. When the recession hit truck-
ing three years ago, the truckload sector was 
able to reduce capacity much more quickly than LTL, which 
has significantly higher fixed costs because of its network of 
terminals. 

“When you have a terminal utilizing only 60 percent of its 
capacity, it’s not as if you can close that terminal and relocate 
all that freight to another terminal 100 miles away that might 
be at 40 percent capacity,” Jindel says. “You have to keep both 
terminals open to provide service, even though both are oper-
ating at less-than-optimum capacity levels.”

Because they are largely unionized, LTL carriers have had a 
more difficult time laying off workers during slack economic 
times, compared with truckload carriers. Large truckload car-
riers such as J.B. Hunt and Werner Enterprises were able to 
quickly park as many as 15 percent of their over-the-road fleet 
during the depth of the recession. LTL carriers could not.

That’s because of the nature of LTL operations. A typical 
LTL truck makes as many as 35 stops during a workday to 
different customers. If, say, 10 of those customers are not ship-
ping freight, that LTL carrier still has to maintain that route to 
the other 25 customers.

But, once again, there is a flip side that favors LTL. The concen-
tration of pricing power is much greater in the LTL sector, where 
the top 10 carriers control as much as 75 percent of the market. 
That compares to the highly fragmented TL sector where the top 
10 carriers control less than 4 percent of the market, according to 
figures compiled by SJ Consulting and trucking analyst firms.

“Because of that concentration, the LTL guys find it much 
easier to get rate increases,” says David Ross, trucking analyst with 
Stifel Nicolaus, a research and investment firm based in Balti-

more. “Right now the LTL guys are having a little more traction 
than the truckload guys in obtaining contractual rate increases.”

The fuel question
Fuel is the unknown in everyone’s budgeting equation. 
Whether it’s a household trying to budget for gasoline for the 
family minivan or a large shipper trying to factor in his com-
pany’s fuel surcharges for the next 12 months, fuel presents an 
open-ended “X” factor.

David Congdon, president and CEO of Old Dominion 
Freight Line, the nation’s eighth-largest LTL carrier with $1.15 
billion in revenue last year, calls the game of trying to guess 

next quarter’s fuel prices “a giant crapshoot.” 
And he’s right.

Earlier this year, the Department of Energy 
forecast diesel prices to remain in the $2.80 to 
$3 per gallon range for the rest of the year, with 
crude oil prices hovering between $70 and $80 
per barrel during that span. Surprisingly, at least 
so far, that forecast has been proven right.

But that’s not to say they will stay that way. 
Let’s not forget that the price of crude oil fluc-
tuated wildly, from an all-time high of $140 a 
barrel in mid-1998 to a low of just $30 a barrel 

just six months later.
“That’s a tough one to answer,” Con-way Freight President 

John Labrie said when asked about where fuel prices are heading. 
“We don’t try to predict the movement of a commodity that we 
have zero control over. Our focus is on running the business and 
managing every expense as efficiently and reliably as we can for 
our customers, regardless of what happens to fuel prices.”

In his excellent report on fuel and “peak oil” production in 
June’s Logistics Management, Derik Andreoli, co-founder of the 
think tank Energy Transitions Northwest, warned against com-
placency regarding fuel. While supplies are plentiful and reliable 
now, that is not guaranteed going forward. The world is one oil 
shock away from the threat of another global recession—wheth-
er that shock emanates from an Iranian-led blockade of the 
Straits of Hormuz, another Middle East skirmish, or the whims 
of African dictators who seemingly answer to no one.

As Andreoli noted, the amount of crude that is exported 
from reliable, stable, Western-friendly nations such as Canada, 
Mexico, and the U.K. is relatively flat. But demand for greater 
amounts of imported oil continues, as the U.S. now imports 
nearly 70 percent of its crude. That increases our dependence 
on such unstable oil exporting countries such as the Demo-
cratic Republic of the Congo, Iraq, Sudan, and Angola. That’s 
a fact “that does not impart warm and fuzzy feelings,” as 
Andreoli wrote in his article.

Currently, the fuel surcharge for most LTL carriers are 
running about 20 percent of a shipper’s freight bill, except to 
and from the East Coast and California where they are about 
22 percent. But, of course, those surcharges fluctuate and are 
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wildly negotiable, according to shippers and carriers.
“Fuel surcharges are a battle,” says NEMF’s Shevell. “Right 

now our position is if we don’t get the fuel surcharges we’re 
not going to haul it. Shippers have to give us a profit margin. 
A decade ago fuel surcharges were helping the carriers; but 
then shippers beat us up on those surcharges to the point 
where there was no place left where the carriers could make 
money. You can’t do that, unless you want an industry that is 
so weak that it can’t survive.”

The capacity question
Shippers need only remember back to the economic recovery 
of 2002 following the 9/11 attacks to recall tightened LTL 
capacity. 

The bankruptcy of the $3 billion LTL giant Consolidated 
Freightways on Labor Day of 2002 created stress on the over-
all system, which then resulted in a period from 2002 through 
2006 of carrier pricing power unheard of since deregulation in 
1980. Carriers routinely sought—and received—annual rates 
increases in the 6-percent to 8-percent range, depending on 
geographic lane.

Could it happen again? There are some 
similarities, to be sure.

The economy is on the rebound, although 
how strong is an open question. Instead of 
Consolidated Freightways, it’s $5.5 bil-
lion giant YRC Worldwide that is on the 
financial ropes this time. No one for certain 
knows YRC’s future. But its closure certainly 
would be the catalyst for rate increases in the 
10-percent range, according to analyst Ross.

But even without a YRC bankruptcy, 
carrier executives are warning shippers of se-
rious capacity shortages ahead. “Demand for 
freight services has exceeded our expectations 
the first half of the year,” says Con-way’s Labrie. “That’s mostly 
a function of the economy being stronger than people gave it 
credit for in the first half, particularly with big companies.”

  NEMF’s Shevell is predicting “a major, major shortage of 
capable truck drivers” once the government’s new CSA 2010 
initiative begins in earnest—which will be in 2011. Under 
those regulations, rules will be tightened to weed out unsafe 
drivers because both carriers and shippers will be able to 
obtain past driving records to a much greater degree. It’s also 
possible the government could reduce a driver’s legal number 
of hours of service, further tightening capacity.

The rate question
Trucking analyst John Larkin of Stifel Nicolaus cites these 
factors, as well as the lack of suitable intermodal alternatives in 
short-haul lanes and the proliferation of highway congestion 
as all factors that combine to tighten available LTL over-the-
road truck capacity.

This collection of constraining factors cause Larkin to pre-
dict that “supply and demand could further tighten dramati-
cally” provided there is continuing economic growth, or even 
modest economic growth, over the next several years.

“That tightening of supply and demand would almost 
certainly shift pricing power to the carriers and away from the 
shippers,” Larkin said.

For those reasons and others, analysts are increasingly bull-
ish on LTL’s ability to obtain consistent rate increases. That’s 
one of the reasons that longtime trucking analyst Ed Wolfe, 
principal of Wolfe Trahan research firm, recently upgraded 
ABF Freight System parent Arkansas Best Corp. as an “out-
perform” compared to the overall stock market. In a note to 
investors, Wolfe said he expected trucking stocks to benefit 
“from tightening supply and continued inventory restocking.”

Jindel of SJ Consulting is predicting LTL rate increases in 
the 3-percent to 5-percent range over the next 12 months. 
Ross of Stifel Nicolaus agrees, but says that those increases will 
vary and are coming off a very low floor when discounts were 
surging a year ago. Ross says it’s possible some shippers could 

see 25 percent rate increases on some lanes, if 
capacity were to severely tighten.

“It seems like everyone in the carrier com-
munity has been trying to raise rates, which is a 
much different environment than it had been in 
the past couple of years,” says Con-way’s Labrie. 
“We’re working to improve yield like everyone 
else. That’s created a different dynamic. With a 
stronger economy and the fact that our volume 
growth has been greater than expected, the en-
vironment’s become more supportive of stable 
pricing. But it’s no less competitive out there 
and there’s still excess supply in the market.”

But Labrie says Con-way’s business “is holding 
up well,” even with rate adjustments. Chuck Ham-

mel, president of Pitt Ohio, a leading Northeast regional carrier, 
reports the same with his company. Others say it’s sporadic.

“We’ve seen the growth in spurts,” says UPS Freight 
spokesman Ira Rosenfeld. “There are pockets, especially in the 
Midwest, where we’re seeing real gains. Rates are beginning to 
stabilize as excess capacity is leaving the marketplace.” 

However, Rosenfeld said that excess LTL capacity is still an 
issue. “Until there is some traumatic event in the industry to 
change that capacity situation, or with the economy, we don’t 
see any dramatic change in that,” he says.

Carriers say the time for bargain rates in LTL is over. They 
say they need significant rate increases to help recapitalize 
their business. “How are we going to retool our trucks when 
we’re not making any profits? It’s not a curse to make a profit,” 
adds NEMF’s Shevell.

John D. Schulz is a Contributing Editor to Logistics 
Management. 
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LM1008_TransportUpdate.indd   62 8/3/10   3:31 PM



Red Rock Resort Casino & Spa, Las Vegas
August 29th - 31st, 2010

Register at www.scopewest.com and reference invitation #LM5152

www.ScopeWest.com www.ConsumerTecWest.com www.RetailTecWest.com

     
    

Jo
in

 u
s 

fo
r 

th
e 

Su
pp

ly 

Chain Industry’s Leading Executive C
onference.

"As a first time attendee, I wasn't sure what to expect. 
Simply stated, "I found the event to be one of the best I 
have ever attended!" Compelling 'real life' situations, 
solutions and plans of action at major coporations that 
were shared with all delegates during the Roundtable 
discussions, terrific presenters/presentations and a 
"Who's Who of Supply Chain" was much more rewarding 
then I expected. A well run innovative event that I would 
certainly promote. I plan to attend again and would 
highly recommend to other Supply Chain Exec's!"

Director Supply Chain, Strategy & Procurement

SCMR Advert SCOPE West.indd   1 5/11/10   9:48 AM
LM1008_Ads.indd   63 8/3/10   3:08 PM

http://www.ScopeWest.com
http://www.ConsumerTecWest.com
http://www.RetailTecWest.com
http://www.scopewest.com


64 Logistics ManageMent WWW.LogisticsMgMt.coM | august 2010

that high pitched grinding noise you hear—the 
sound of metal on metal—is the undeniable sound 
of the pendulum that I have been using as my 
economic metaphor during the past few years. It’s 
beginning to its journey back over to the carrier’s 
side.

The pendulum has been solidly positioned on 
the shipper side of the arc for the past three or 
four years. During that period, capacity was high, 
truckload volume was thin at best, and, as a result, 
rates shot down into rock-bottom territory. We also 
witnessed the piling-on effect of frequent on-line 
biding that forced carriers to re-bid for lanes that 
they had just won and had therefore built into their 
network for lane balancing. 

Yes, it was a good time for shippers—and good 
for them. Rates were low and capacity was plenti-
ful. And as expected, it was a very trying time for 
carriers. As was the case in the past when shippers 
where in control, the carrier base thinned out with 
some carriers cashing it in and ceasing operations 
while others simply trimmed down their fleets in 
what might be termed as the “great right-sizing” of 
our generation.

Furthermore, those carriers that did not reduce 
their rolling stock certainly did not add incremen-
tal units to their fleet. And with that, capacity 
was matching the demands made by the faltering 
economy fairly well. 

So, for those savvy shippers who actually take my 
advice, I will refer you back to my August 2009 col-
umn that I called “Rounding third and heading for 
home.” In that column, I predicted a fairly decent 
retail holiday season for 2009 with a significant 
rebounding during the first and second quarters of 
2010. I also implied that this holiday, the upcoming 
2010 season, would more closely resemble 2006 
than 2009 in total loads offered.

From what I’m reading, and from what the retail-
ers and carriers that I follow are reporting, my 
prognostications are fairly accurate. The point I 
was trying to make in that August 2009 column was 
pretty straightforward: It was never a question of 

what was going to happen, it was only a question of 
when. This type of rebound has occurred dozens of 
times in the carrier/shipper game, and it was going 
to happen again—albeit at a slightly altered pace.

So, with all the historical data and all the warn-
ings that you’ve heard about the rebounding econ-
omy and the reductions in the fleets, you surely 
must know what will happen next. Shippers are 
about to witness more rate increases and further 
capacity shortages in growing pockets of the major 
shipping lanes, especially on the West Coast. 

Since you could see this coming down the road, 
what plans have you made to accommodate the 
fallout and preserve the promises that our market-
ing departments have made to our customers? Now 
might be a good time to sit down with your core 
carriers and ask them what their plans are for an 
extremely important fourth quarter. 

You need to revisit the promises that were 
made, the rates that were agreed to, and the 
driver/equipment commitment that was made 
many months ago when things didn’t look too rosy 
for the carrier. It’s time to ask your core carriers 
what they plan to do with any excess capacity and 
whether or not rates will be different from the 
committed levels. Will the transit performance be 
equal to your requirements? 

You need to be completely aware of how the car-
rier views this particular partnership. Keep in mind 
that the carrier’s memories of recent developments 
are very fresh. He will remember the lanes that he 
held for many years, the ones he recently lost for 2 
cents a mile; the commitments that never material-
ized; the costly extras that you demanded; and the 
time-consuming bidding and re-bidding on lanes 
already awarded. 

John Gentle and I have been extending this part-
nership theme in this column for more than four 
years. We have been trying to share examples of 
how transportation professionals can measure the 
definition of partnership and their place within that 
definition.

Neither carrier nor shipper wants anything 
more elaborate than an honest, transparent, mutu-
ally beneficial, and bilateral contract agreement 
that provides discernable benefits to each party. 
Shippers need to keep their promises, carriers 
need to take some bad with the good; and at the 
end of the day the relationship needs to be profit-
able for both sides. M

By Wayne Bourne

The shift is on...

Wayne Bourne is founder and president of the Bourne Man-
agement group, a consulting firm specializing in supply chain, 
logistics, and transportation network creation, economics, 
organizational development, and process analysis. a recipi-
ent of several industry awards, he has nearly three decades of 
experience in transportation and logistics management. Mr. 
Bourne may be reached at WLB1144@aol.com. 
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