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A dAgendaAgendaAgendaAgendag

S i h it t t• Sourcing where it starts• Sourcing – where it startsSourcing where it startsg
T t d l i ti t i t• Transport and logistics constraints• Transport and logistics constraintsTransport and logistics constraintsg
Supply chain management imperatives• Supply chain management imperatives• Supply chain management imperativespp y g p
Skill i t• Skills requirements• Skills requirementsSkills requirementsq
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E t d d l h i i ibilit tExtended supply chain visibility managementExtended supply chain visibility managementExtended supply chain visibility, managementExtended supply chain visibility, managementpp y y g

F h li ’ li Goods Supply Chain• From the supplier’s supplier Goods Supply Chain• From the supplier s supplier… Goods Supply ChainFrom the supplier s supplier…pp pp
• Collaborative forecasting• Collaborative forecastingg
• VMI/auto-replenishment Tier 2• VMI/auto-replenishment Tier 2p

T th t ’ t• To the customer’s customer• To the customer s customer…To the customer s customer…
• Postponement• Postponement

Tier 1• Direct ship Tier 1• Direct ship

T b t l l• Transparency between levels• Transparency between levelsTransparency between levelsy
• Visibility• Visibility OEMOEM
• CRM-SRM linkage• CRM-SRM linkage

C t l h i• Custom supply chains• Custom supply chainsCustom supply chains
E d d ld id d• End-to-end worldwide segmented DistributorEnd-to-end, worldwide, segmented Distributor
Ad i d d• Adaptive sense-and-respondAdaptive, sense-and-respond
L i i i• Learning organizationLearning organization

RetailerRetailer 

© 2007 Boston Logistic Inc P 5© 2007 Boston Logistic Inc. Page 5
10/9/2007

g
10/9/2007



PRELIMINARYPRELIMINARY

A i E t l G thAsian External GrowthAsian External GrowthAsian External Growth
Exports from Selected Low Cost CountriesExports from Selected Low-Cost CountriesExports from Selected Low Cost Countries

1 6001 6001,600 18 6% CAGR18.6% CAGR
1 4001,4001,400

1 2001,200,
6 7% CAGR1 000 6-7% CAGR1 000 6 7% CAGR1,000

BilliBillions
800

Billions 11 8% CAGR800f $US 11.8% CAGR800of $US 11.8% CAGRof $US
600600

400400400

200200

00
1991 1995 1999 2003 20071991 1995 1999 2003 2007

Chi J ASEAN S th K L ti A iChina Japan ASEAN South Korea Latin AmericaChina Japan ASEAN South Korea Latin America
H K E C E T i M I diHong Kong East-C Europe Taiwan Mercosur IndiaHong Kong East-C Europe Taiwan Mercosur India

Source: Economist Intelligence Unit; growth rates based on 1998 2009Source: Economist Intelligence Unit; growth rates based on 1998-2009.
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U S B ttl k L T ViU S Bottlenecks: Long Term ViewU S Bottlenecks: Long-Term ViewU.S. Bottlenecks: Long-Term ViewU.S. Bottlenecks: Long Term Viewg
Congestion Points 2020 with Selected Remediation MeasuresCongestion Points, 2020, with Selected Remediation MeasuresCongestion Points, 2020, with Selected Remediation Measures

DEMANDDEMAND
T k 58%Truck +58%Truck 58%
R il 47%Rail +47%
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a %
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4 300
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4,300 Air +182%4,300 
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U/ c e

/Y TEU/Acre/Year“CREATE”/Year TEU/Acre/YearCREATE

throughp (vs 10 000)+throughp (vs. 10,000)+g p
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Intermodal Driver ShortageIntermodal Driver Shortageg

L h Sh t (2004)Longshoremen Shortage (2004)o gs o e e S o tage ( 00 )
PIERPPIERPass

Ports: 4 000Ports: 4,000 
TEU/Acre/Year (vsTEU/Acre/Year (vs. 
10 000+)10,000+)

S C b id S t ti /US DOT C t i i ti I t ti lSource: Cambridge Systematics/US DOT, Containerisation Internationalg y ,
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S d P t & M dSecondary Ports & ModesSecondary Ports & ModesSecondary Ports & ModesSecondary Ports & Modesy
U S AsiaU.S. AsiaU.S. Asia

• Northern Pacific • Shanghai vs Hong Kong• Northern Pacific • Shanghai vs. Hong KongNorthern Pacific Shanghai vs. Hong Kong
• All water via Panama Canal • Inland vs “waterfront”• All-water via Panama Canal • Inland vs waterfrontAll water via Panama Canal Inland vs. waterfront

Trans shipment via “feeder”• Trans-shipment via “feeder”Trans shipment via feeder  p
tportportp

I l d P t th Y t RiInland Ports on the Yangtse RiverInland Ports on the Yangtse Riverg
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F l i d hFuel prices and surchargesFuel prices and surchargesFuel prices and surchargesFuel prices and surchargesp g
Weighted Average World Oil Spot Prices 1989 2007Weighted Average World Oil Spot Prices 1989-2007Weighted Average World Oil Spot Prices 1989 2007
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B d t ff i i i iBudgets are off; variance is increasingBudgets are off; variance is increasingBudgets are off; variance is increasingBudgets are off; variance is increasingg g

E 50% b d t 62% i• Expense: 50% are over budget 62% worsening• Expense: 50% are over-budget 62% worseningExpense: 50% are over budget, 62% worseningp g g
C it l 60% b d t 73% i• Capital: 60% are over-budget 73% worsening• Capital: 60% are over-budget, 73% worseningCapital: 60% are over budget, 73% worseningg g
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35%35%35%
E
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30%
Expense

30%
Capital25%P t f
Capital25%Percent of 

d 20%Respondents 20%Respondents

15%15%

10%10%%

5%5%5%

0%0%

Under Under Under 5‐Under 5‐ On Over 0‐ Over 5‐ Over 15‐Over 25‐Under  Under  Under 5‐Under 5‐ On  Over 0‐ Over 5‐ Over 15‐Over 25‐
25 50% 15 25% 15% 0% Budget 5% 15% 25% 50%25‐50% 15‐25% 15% 0% Budget 5% 15% 25% 50%g

Budget VarianceBudget Varianceg
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Th l i th d k diffThe planning method makes a differenceThe planning method makes a differenceThe planning method makes a differenceThe planning method makes a differencep g
Effectiveness by MethodEffectiveness by MethodEffectiveness, by Method, y

% Savings Benchmark % Rating it Effective or Very Effective% Savings Benchmark % Rating it Effective or Very Effectiveg g y

Partner with core suppliersPartner with core supplierspp

Diversify supplier baseDiversify supplier basey pp

B i d di tlBuy in advance directlyBuy in advance directly

A l fid l lApply confidence levelsApply confidence levels

Follow consultant recommendationsFollow consultant recommendations

Reserve capacity with key suppliersReserve capacity with key suppliersp y y pp

Simulate optimal strategySimulate optimal strategyp gy

B ti f tBuy options or futuresBuy options or futures

U fl ibl b d tUse a flexible budgetUse a flexible budget

Use a panel of expertsUse a panel of experts

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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I ti f 2007Imperatives for 2007Imperatives for 2007Imperatives for 2007Imperatives for 2007p

1 L A i i t iti1 Leverage Asian sourcing opportunities1 Leverage Asian sourcing opportunities1. Leverage Asian sourcing opportunitiesg g pp
2 A ti l f l dit2 Actively manage fuel expenditures2. Actively manage fuel expenditures2. Actively manage fuel expendituresy g
3 Make “e freight” a reality3 Make e-freight a reality3. Make e-freight  a realityg y
4 D id t l d ( f ll ) i RFID4 Decide to lead (or follow) in RFID4 Decide to lead (or follow) in RFID4. Decide to lead (or follow) in RFID( )
5 St l d it d l d ti5 Stay lean despite delays and congestion5 Stay lean despite delays and congestion5. Stay lean despite delays and congestiony p y g

© 2007 Boston Logistic Inc P 14© 2007 Boston Logistic Inc. Page 14
10/9/2007

g
10/9/2007



PRELIMINARYPRELIMINARY

L A i iLeverage Asian sourcingLeverage Asian sourcingLeverage Asian sourcingLeverage Asian sourcingg g

18% i l t t i• 18% savings on largest categories• 18% savings on largest categories18% savings on largest categoriesg g g
70% i i i b 2011 f• 70% increase in sourcing by 2011 for some• 70% increase in sourcing by 2011 for some70% increase in sourcing by 2011 for someg y
China twice as attractive as other countries• China twice as attractive as other countries• China twice as attractive as other countries

C t Att ti S i Pl tf i 2011Country Attractiveness as a Sourcing Platform in 2011Country Attractiveness as a Sourcing Platform in 2011 y g
ChinaChina

IndiaIndia

Vietnam Investment % ofPercent of Investment % ofPercent ofVietnam Investment % of Percent of Investment % of Percent of 
Annual SavingsRespondents Annual SavingsRespondents

I d i
Annual SavingsRespondents Annual SavingsRespondents

Indonesia 0 1x66% 0 1x66% 0-1x66% 0-1x66%

1 220% 1 220%Korea 1-2x20% 1-2x20%Korea
3-5x11% 3-5x11% 3 5x11% 3 5x11%

Mexico 6-10x0% 6-10x0%Mexico 6-10x0% 6-10x0%

>104% >104%Taiwan >10x4% >10x4%Taiwan

OtherOther

0% 10% 20% 30% 40% 50% 60%0% 10% 20% 30% 40% 50% 60%

Percent of Respondents Identifying the Country as Most AttractivePercent of Respondents Identifying the Country as Most Attractive
Source: Boston LogisticSource: Boston Logistic
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A ti l f l ditActively manage fuel expendituresActively manage fuel expendituresActively manage fuel expendituresActively manage fuel expendituresy g p

10 100% i f ti l i f l• 10 100% savings from actively managing fuel• 10-100% savings from actively managing fuel10 100% savings from actively managing fuel g y g g
dspendspend E C t U d Alt ti B i St t ispend Energy Costs Under Alternative Buying StrategiesEnergy Costs Under Alternative Buying Strategies,

October 2005 No ember 2006October 2005 - November 2006October 2005 November 2006

Buying consortiumW i ht d A W ld Oil Buying consortiumWeighted Average World OilWeighted Average World Oil 
Spot Prices 1989 2006 Centralized PurchasingSpot Prices 1989-2006 Centralized PurchasingSpot Prices 1989 2006

V l E i i80 Value Engineering80 g g

70
Options

70
Optionsp

60
Gas

60

Stockpile
Gas

Stockpile Oil50 Oil50

Dollars Per Contracts40
Dollars Per Contracts40Barrel

S h30 Surchargesg
20

Price IncreasePrice Increase
10

Spot0 Spot0

Source: US Energy Information Administration -100% -50% 0% 50% 100%Source: US Energy Information Administration

Percent Change from Baseline CostPercent Change from Baseline Cost
Source: Boston LogisticSource: Boston Logistic
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M k “ f i ht” litMake “e freight” a realityMake “e-freight” a realityMake e-freight a realityMake e freight  a realityg y

Supply Chain Logistics IT ApplicationsSupply Chain Logistics IT ApplicationsSupply Chain Logistics IT Applications 
Trends Requirements ChecklistTrends Requirements ChecklistTrends Requirements Checklist

Customer Interaction Driver Communication CommunicationsCustomer Interaction Driver Communication Communications 
E iValue Added Services Vehicle Tracking EquipmentValue-Added Services Vehicle Tracking EquipmentValue Added Services Vehicle Tracking q p

Gl b l N t k T l N t k VPN SecurityGlobal Networks Telecom Network VPN SecurityGlobal Networks Telecom Network y
Infrastr ct re VOIPSupply Chain Security Infrastructure VOIPSupply Chain Security Infrastructure VOIPpp y y
C ll C t /C t Cli k t t lkData Exchange Call Center/Customer Click to talkData Exchange Call Center/Customer Click to talkData Exchange 
S tWi l T i i Support Mobile SolutionsWireless Transmission Support Mobile SolutionsWireless Transmission

Call Center ManagementCall Center ManagementCall Center Management
N t k M tNetwork ManagementNetwork Management
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D id t l d f ll i RFIDDecide to lead or follow in RFIDDecide to lead or follow in RFIDDecide to lead or follow in RFIDDecide to lead or follow in RFID

ROI 38% t 107% i 161 t di• ROI: 38% to 107% in 161 case studies• ROI: -38% to 107% in 161 case studiesROI: 38% to 107% in 161 case studies
153% i d t th b 2010• 153% industry growth by 2010• 153% industry growth by 2010153% industry growth by 2010y g y
Fertile ground for some applications• Fertile ground for some applications• Fertile ground for some applicationsg pp

R f P t ti l RFID A li ti d B fitRange of Potential RFID Applications and BenefitsRange of Potential RFID Applications and Benefits

fApplication Benefit Financial MetricApplication Benefit Financial Metricpp
Track Equipment Utilization ↑ ROA ↑Track Equipment Utilization ↑ ROA ↑q p ↑ ↑
Track Inventory Turns ↑ Working Capital ↑Track Inventory Turns ↑ Working Capital ↑Track Inventory Turns ↑ Working Capital ↑
Deploy Labor Productivity ↑ Profits ↑Deploy Labor Productivity ↑ Profits ↑Deploy Labor Productivity ↑ Profits ↑
Track Production Cycle time ↓ Revenues ↑Track Production Cycle time ↓ Revenues ↑Track Production Cycle time ↓ Revenues ↑
T k D i A il bilit ↑ P f ↑Track Devices Availability ↑ Performance ↑Track Devices Availability ↑ Performance ↑
M it A Vi l ti ↓ Cl i /d ↓Monitor Access Violations ↓ Claims/damages ↓Monitor Access Violations ↓ Claims/damages ↓↓ g ↓
S d X A ti Th h t ↑ R ↑Speed X-Actions Throughput ↑ Revenues ↑Speed X-Actions Throughput ↑ Revenues ↑p g p ↑ ↑
Source: Boston LogisticSource: Boston Logistic
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St l d it d l d tiStay lean despite delays and congestionStay lean despite delays and congestionStay lean despite delays and congestionStay lean despite delays and congestiony p y g

C ti t f 34% f t• Congestion accounts for 34% of recent• Congestion accounts for 34% of recentCongestion accounts for 34% of recent g
i i i t iincrease in inventoriesincrease in inventoriesincrease in inventories
Postponement dynamic routing strategies• Postponement dynamic routing strategies• Postponement, dynamic routing strategiesos po e e , dy a c ou g s a eg es

Logistics Cost as a Percent of GDPLogistics Cost as a Percent of GDPLogistics Cost as a Percent of GDP
1616

1414

1212

101010

8% f GDP 8% of GDP 8% of GDP

66

44

22

00
1984 1989 1994 1999 2004 20091984 1989 1994 1999 2004 2009

Source: Rosalyn Wilson/CSCMP State of Logistics Report Boston LogisticSource: Rosalyn Wilson/CSCMP State of Logistics Report, Boston Logisticy g g
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A i i N Skill S tAcquiring New Skill SetsAcquiring New Skill SetsAcquiring New Skill SetsAcquiring New Skill Setsq g
“Wh t th t t h ll t hi i i ffi i ithi“What are the greatest challenges to achieving maximum efficiency within yourWhat are the greatest challenges to achieving maximum efficiency within your 

’ h i ti ?”company’s purchasing practices?”company s purchasing practices?

GapsApplicants must possess GapsApplicants must possess… pApplicants must possess…
Shortage ofL d hi Shortage ofLeadership

skills
Leadership

skills
CreativityCreativityy

InadequateA i Inadequate
d d tAggressiveness spend dataAggressiveness p

Financial acumen LowFinancial acumen Low
executiveProblem solving skills executiveProblem-solving skills

priority
Problem solving skills

priority

D i f ltDrive for results
Lack of

Drive for results
Lack of

N d t l benchmarksNeed not apply: benchmarksNeed not apply:
Lifetime purchasing careerLifetime purchasing career

Cost of
p g

Cost of
t h lIndividual contributors technologyIndividual contributors gyIndividual contributors

Wi l ti tWin-lose negotiatorsWin-lose negotiators
Other

g
Other

0 20 40 600 20 40 60

Percent of RespondentsPercent of Respondentsp
Source: SAP and Economist Intelligence Unit, April 2005 g , p
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Th k !Thank you!Thank you!Thank you!Thank you!y
David Jacoby: djacoby@bostonlogistic comDavid Jacoby: djacoby@bostonlogistic.comDavid Jacoby: djacoby@bostonlogistic.com

Boston Logistic helps supply chain executives make critical supply chain decisions that involve investment and riskBoston Logistic helps supply chain executives make critical supply chain decisions that involve investment and risk 
by forecasting the evolution of supply markets and technologies Our mission is to help our clients develop globallyby forecasting the evolution of supply markets and technologies. Our mission is to help our clients develop globally 
competitive supply networks that maximize Supply Chain Value ™ Our products and services include:competitive supply networks that maximize Supply Chain Value. Our products and services include:

R h th t h l i t d li k tif th b fit f i t h l i d d id• Research that help investors and policy makers quantify the benefit of emerging technologies and decideResearch that help investors and policy makers quantify the benefit of emerging technologies and decide 
whether or not to invest in themwhether or not to invest in them

• Forecasts that help purchasing managers decide how where and when to buy critical externally purchased• Forecasts that help purchasing managers decide how, where, and when to buy critical externally-purchased p p g g y y p
materials and servicesmaterials and services
C l i h hi h k d i i h i i i i ff h i d k• Consulting that supports high-stakes decisions such as acquisitions outsourcing off-shoring and make-or-Consulting that supports high stakes decisions such as acquisitions, outsourcing, off shoring, and make or
buybuy

Industries Served:Industries Served:

Discrete Manufacturing: Machinery Equipment Vehicles Parts Mechanical and Electrical Devices• Discrete Manufacturing: Machinery, Equipment, Vehicles, Parts, Mechanical and Electrical Devicesg y, q p , , ,
• Process Manufacturing and Conversion: Paper Pulp Energy Packaging Processed Minerals/Process Manufacturing and Conversion: Paper, Pulp, Energy, Packaging, Processed Minerals/ 

Aggregates Plastics Metals ChemicalsAggregates, Plastics, Metals, Chemicals
Transportation: Railroads Ocean Shipping Lines Airlines Trucking Companies Package Delivery Intermodal• Transportation: Railroads, Ocean Shipping Lines, Airlines, Trucking Companies, Package Delivery, Intermodalp , pp g , , g p , g y,

• Logistics: Dedicated and Third Party Logistics Ports Stevedoring Storage MaterialLogistics: Dedicated and Third Party Logistics, Ports, Stevedoring, Storage, Material 
Handling Distribution Maintenance RetailHandling, Distribution, Maintenance, Retail
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