Thank You to Our Respondents

i\ ANNUAL GLOBAL
CSCMP CONFERENCE 2011

We are pleased to present the findings of the 2011 Annual
PHILADELPHIA Trends in Logistics and Transportation

Our hope is that this data will provide useful information
regarding current industry practice and trends, and assist

Fle)(ibility; EfﬁCienCy; and you in better managing your organization
Differentiation: Drivers of Success

Your continued support of this effort enriches the research
results
20t Annual Trends and Issues in Logistics and
Transportation
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Establishing the Baseline

Representing the Marketplace

Sample represents over $34.3 bi"ion

in transportation expenditures

This is approximately
4.5% of total

transportation
expenditures.

7 64 respondents from 16 industry sectors represented this study
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Overall Objective For This Division or Business Unit

Maximize asset
utilization

Maximize
profitability @2011
H2010

Increase
customer
satisfaction

39.8%
Reduce Costs
41.8%

0% 10% 20% 30% 40% 50%

Sales and Operations Planning (S&OP)

Percent of Respondents
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Involvement by Key External Supply Chain Members

7.5%
7.5%

4.4%

Do not participate in this process
H Customers ™ Suppliers
No input / involvement

Very little input
Some involvement

Neutral

33.7%

Somewhat involved 36.2%

Fairly involved

6.3%

Highly involved 75%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Percent of Respondents
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Supply Chain Risks

Supply
volatility

prices

Planning for Fuel Price Increases
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What are firms planning to do in the event that
diesel fuel rises to S5 per gallon?
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Operating In The New Normal

The Changing Landscape
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Regulatory compliance

Drivers for

success

Margin pressure
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Flexibility

The ability to quickly meet an increasing variety
of customer requirements at the “right” cost,
time and place while creating maximum value
for the company.

The capability to alter and adapt in a reversible
manner according to needs.

Focus on Operational Flexibility
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Number of Flexibility Initiatives
Completed or Currently Being
Implemented

Challengers Ttob
Contenders 10 or more

Masters 6to09
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Top 5 Actions Completed to Improve Operating Flexibility

Top 5 Actions Being Implemented to Improve Operating
Flexibility

- muUNIVERSITY of
ceonam soursem "TENNESSEEWr

UNIVERSITY

Ell ERNST & YOUNG

Quality In Everything We Do

1
§

-~ msUNIVERSITY of El ERNST & YO
> E UNG
GEORGIA ;U'IHERN TENN ESSEE w Quality In Everylhing We Do

UNIVERSITY 18

1
§

Supply Chains and Operating Flexibility

Average number

Overall strategy for the division or of discrete supply

business unit chains

Cost leadership

Mix: Be all things to all people

Customer service

Product / market innovation

Why do we need different supply chains?
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Customer
requirements Business unit or
41.0% division " product | .
requirements characteristics

31.7% 18.6% :
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How Often is Your Network Design Reviewed?

We have not
reviewed our
network design
7.3%

More than

Between 2-5
years
15.5%
Between 1-2

years
14.2%

!
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Factors Driving Supply Chain Network Redesign
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Domestic Visibility on a Plateau

el STORE ﬁ

Supplier’s

Supplier Supplier Inbound Company  Outbound Customer

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

2011

2010

5.2 3.8 3.0 2.5 2.3 4.0
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International Transportation Visibility Improving

Tl STORE ﬁ

Supplier  Inbound Company  Outbound Customer

sy Bl o [

Supplier’s
Supplier

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

l 2011 l

2010
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Efficiency

A measure of how well we utilized the
available resources to accomplish the
goals of the firm.

Checking On Financial Performance
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Challengers Outperform Other Size Firms

Contenders Challengers
(<$500 million| ($50 million

in annual and $3 billion

sales) in annual sales)

sales)

Cash-to-cash cycle (days)
Inventory turns
Days sales in inventory

Days sales outstanding

Masters
(>$3 billion

in annual

Reducing Inventory is a Major Priority
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Currently not

engaged in
thiftspe of At the p:odulct
project group Deve
17.7% 12.4%
ompany (or
At the supply
chain level

19.3%
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Methods Being Used to Reduce Inventory

M('achnology
Mov suppliers

Changing the Cost to Serve

Highly
variable
1.9%

Somewhat Highly fixed

3.7%

Variable

Balanced
between fixed
and variable
50.6%

Current Cost Structure of the Firm

Somewhat
fixed
12.3% 13.0%
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<1% 14.3% : <1% 36.6% 0 :
T T T T T T 1 - . 0 =
0, 0, 10/ 0, 0, 0 0, - ' ! ! ! ! ! :
0% 5% 10% 15% 20% 25% 30% : 0% 10% 0% 30% 0% 0% :
- Percent of Respondents .
Percent of Respondents : N
> mUNIVERSITY of El] ERNST & YOUNG - meUNIVERSITY of El ERNST & YOUNG
aEmom sovTHER TENNESSEEWr Qualityln Everyting e Do Comway. aEmom sovTHER TENNESSEEWI Qualityln Everyting e Do Comway. »

UNIVERSITY 31

UNIVERSITY




Percent of Budget Spent on Transportation
Bv Mode

TL 32.1%
LTL

Private Fleet
International Ocean
Surface Parcel
Small Package

Air Freight

Rail

Intermodal

Other Modes

Domestic Ocean (Barge)

0.0% 10.0% 20.0% 30.0% 40.0%

Percent of Respondents

Logistics and Transportation Management
State of Maturity
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MOST MATURE PRACTICES NO PLANS TO IMPLEMENT
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DIFFERENTIATION

The ability to separate into distinct groups
for the purpose of distinguishing between them.

“One Size” Service Does Not Fit All
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Method of Customer Segmentation

Do not segment customer base 23.5%

Strategic importance 26.0%
Volume of business
Overall profitability

Revenue

Other
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Are You Capable of Differentiating Your Service?

Transportation Performance Scorecard

Very low

Low capability ~capability
3.1% 2.1%

Capable
7.3%__ \

Not capable at
all Very highly
1.7% capable
9.7%
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TL 79.8% 78.1% -
LTL 72.4% 78.6% :
Rail 68.2% 58.9% :
Intermodal 77.1% 76.5% E
Parcel 85.4% NA
Air freight 85.3% NA :
Ocean 75.4% NA :
NA = Not available .
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Differentiating Between Best and Average Customer

Correct
Invoice

Perfect
Order

On-time
Delivery

2011

97.6%

96.3%

96.0%

94.1%

96.8%

93.8%

80%

GEORGIA SOUTHERN

UNIVERSITY

85% 90%  95%  100%

Mean of Respondents

meUNIVERSITY of
TENNESSEEWr

2010

98.2%
Correct

Invoice
96.8%

96.3% Best

Perfect Customer

Order
94.3%
© Average
Customer
. 96.3%

On-time
Delivery

80% 85% 90% 95%  100%

Mean of Respondents

Ell ERNST & YOUNG

Quality In Everything We Do

Conway.

“Best” Customers Get Better Service

2011

Shipments 1.9%
resulting in

complaints 2.4%

2.4%
Backorders
3.3%
Damage
2.3%
0% 5% 10%

Mean of Responses
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2010
@ Best
Customer
Shipments
resulting in
complaints @ Average
Customer
Backorders
6.2%
Damage
0% 5% 10%
Mean of Responses
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Tools and Techniques to Manage Domestic Distribution

Commercially purchased software package 40.1%

that is part of our ERP

Commercially purchased “best of breed”
software package — installed on your network
[2011
{2010

Commercially purchased “best of breed”
software package — ASP

Silo systems that are integrated

Software package developed in-house

Manual / spreadsheets

Third party provider(s)

4.0%
Other 2.0%

0% 10% 20% 30% 40% 50%
Percent of Respondents

Tools and Techniques to Manage Domestic Transportation
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Commercially purchased software package
that is part of our ERP

Commercially purchased “best of breed”

N——"1
] .
software package — installed on your network 14.3% 2011 .
Commercially purchased “best of breed” 2010 N
software package — ASP H
Silo systems that are integrated E
. 17.4% H
Software package developed in-house 18.4% .
Manual dsheet :
anual / spreadsheets 19.4% :
) ) 19.8% .
Third party provider(s) 19.4% E
3.5% H
Other 2.0% .
0% 10% 20% 30% a0% | =
Percent of Respondents E
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The Mandate for the Future

How Will You Compete?
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Flexibility is essential
*  Remains the greatest challenge of the three drivers
— Too few initiatives/actions have been completed for operational
flexibility
— Improvement in supply chain visibility is at a standstill
Efficiency is vital

*  Performance in this area is highly related to strategic direction

— Cost leadership firms have high capability in this area. Product / market
innovation firms are low scorers for this driver

— Transportation management is at a very mature stage. What form will
new innovation take?
Differentiation is imperative
e High scores for most firms in this area. The data suggest that
this may be an “elevated” self assessment
— The gap between “best” and “average” customer appears to be closing

— Move to more sophisticated tools and techniques for managing both
distribution and transportation
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The F-E-D Composite Score

Strategy Low Total

Mix: Be All Things to All . . 24.9 100.0
People

Customer Service . . 36.2 100.0

Cost Leadership . . 334 100.0

Product / \ET (S . . 44.7 100.0
Innovation

F-E-D Composite Score
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High

==Mix: Be All Things to
All People

==Customer Service

===Cost Leadership

Product / Market
Innovation

Low

Medium
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F-E-D Individual Score — Mix Strategy

F-E-D Individual Score - Customer Service Strategy

High
==Flexibility :'
——Efficiency -
==Differentiation E
Low Medium H
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High
==Flexibility ~—
==Efficiency H
~Differentiation E
Low Medium E
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F-E-D Individual Score - Cost Strategy

F-E-D Individual Score — Product/Market Innovation Strategy

High
==Flexibility |
—Efficiency :
~=Differentiation E
Low Medium :
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High
==Flexibility \:’
—Efficiency é
~=Differentiation g
Low - Medium E
e THNER e TEWHONG Comumgy.
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Karl B. Manrodt, Ph.D.
Georgia Southern University
kmanrodt@GeorgiaSouthern.edu

Mary C. Holcomb, Ph.D.
University of Tennessee
mholcomb@utk.edu

Tom Nightingale
Con-way Inc.
Nightingale.Tom@con-way.com

Tony J. Ross
Ernst & Young

Tony.Ross@ey.com

For full study results:
http://www.transportation-trends.com
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