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“Ryder is innovative and consistently provides new solutions.”
—Doug Dolan, director global logistics operations, Applied Materials

“We selected Ryder because of their proven ability to design, manage, and optimize
transportation, resulting in reduced transportation costs and improved flexibility and
customer service across all AMICO locations. We are confident that collaborating with
Ryder will help us operate more efficiently and cost effectively.”

—Joe Smith, President of AMICO

“Itis critically important to have a third-party logistics provider that you can count on.
Ryder’s consistent and reliable logistics and transportation solutions continually exceed
our service expectations. Our long-term relationship has helped iGPS achieve the most
advanced and efficient logistics operations in pallet rental services.”

hen economic obstacles

create operational chal-

lenges, it's more important

than ever to have 3PLs

you can count on. In some
cases, the right partner(s) makes all the
difference. One reader says of his 3PL
partners: “They are critical to our business.
The middleware and manpower they pro-
vide is invaluable. Our 3PLs constantly look
at the business, formulate strategies and
actions that eliminate expense, and mask
many of the supply chain faults we have in
our network.”

Our annual Readers’ Choice 3PL
Excellence Awards allow readers like this,
and leaders like you, to let us know which
service providers are helping compa-
nies succeed through tough times. This
year, your supply chain peers cast more
than 6,000 votes for their favored 3PLs.
Their roles range from office manager to
vice president of global distribution opera-
tions, at companies such as Ford, HP, Dow
Chemical, CVS, ConAgra Foods, Sara Lee
Food & Beverage, Auto Zone, DIRECTV,
The Home Depot, and Bayer HealthCare.

Our readers come from a variety of
industries and functions, and buy a range
of services (see sidebar, right). They nom-
inated more than 400 unique third-party
logistics providers, taking the time to relate
what they value most about them.

—Boh Moore, Chief Executive Officer of iGPS

For many, service is the top priority.
Seventy-nine percent cite it as the most
important criterion for measuring 3PL
performance, and 52 percent list poor cus-
tomer service as the number one reason
for failed partnerships. One satisfied reader
comments that his 3PL partner “focuses
on my company’s needs and makes
changes to meet those needs.”

Readers also prize their 3PLs ability to
cut transport costs. Forty-four percent of
respondents identify this as the single-larg-
est challenge they face today (besides the
economy). One reader notes that her 3PL
partner “drives costs down, which enables
my company to be the lowest-cost provider
without sacrificing service.”

For some, a 3PLs greatest contribution
is sharing a piece of its mind to make the
enterprise run smoother. For others, it's the

“peace of mind” knowing their business

is in good hands. As one reader explains:
“We currently use one 3PL and it contin-
ues to excel. It has effectively become my
right-hand person, taking over functions |
used to perform—without me asking it to. |
can reach the people | need to at any time
of day, any day of the week. Why would |
change?” Why, indeed?

Read on to find out what else shippers are
saying about their 3PLs, and join us as we
honor this year’s Top 10 Excellence Award
winners, as chosen by you and your peers.

AND THE WINNERS ARE...
1 Ryder
C.H. Rohinson
UPS SCS
Exel

Transplace
(tie) Menlo

(tie) Landstar
Penske Logistics
BNSF Logistics

(tie) Unyson
TLC

ABOUT THE SURVEY
RESPONDENTS
FUNCTION

Corporate Management
Logistics

Transportation

Supply Chain

INDUSTRY
Manufacturer
Retail
Services

SERVICES READERS BUY
Motor Freight

Warehousing

Small Package, Expedited
Third-Party Services

Air Freight

Logistics Technology

Rail, Rail Intermodal

Ocean, Ocean Intermodal
Global Logistics

Materials Handling Equipment
Transportation Equipment
Packaging/Labeling Systems
Dock Equipment

TRANSPORT/LOGISTICS SPEND
$50 million+

$10-49 million

$1-9 million

Less than $1 million
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(tie) DB Schenker



READERS’ CHOICE: THE TOP 10
3PL EXCELLENCE AWARDS

Ryder
WHyY THEY WON: Ryder tops the list, thanks

to votes from customers who appreciate its
“excellent systems and reliable processes,”
“best lead times,” and “value and ability to flex
as the business requires.”

Ryder Global Supply
Chain Solutions President John Williford
credits the Miami-based 3PL's adaptabil-
ity in new markets as key to its success.
“Since the 1980s, we've been designing
and managing inbound logistics networks
to supply factories where the cost of a

late delivery is very high,” he says. “We've
been able to take this approach from the factory to the distribution
center or store stockroom and help high-tech companies and retail-
ers cut costs and inventory.”

One such customer is Intelligent
Global Pooling Systems (iGPS), an
Orlando-based plastic pallet rental,
tracking, and pooling service. Because

= = on-time delivery is essential to iGPS’s
ﬂ" m business, “it made sense for us to call

on Ryder,” says iGPS Chief Executive

Officer Bob Moore. “We were confident that their solutions would
ensure consistent, quality customer service. Today, despite these dif-
ficult economic conditions, we are investing in millions of additional
pallets to meet growing customer demand. The Ryder team is right
by our side, helping us put our investment to work immediately and
leverage additional customer efficiencies.”

CLIENT ROSTER:

O CVS Caremark O Mazda O iGPS
O Gibraltar Industries @ Boeing O Pilot Pen Mexico
O Stonyfield Farm O Toyota O Bacardi

O U.S. Postal Service

CASE STUDY: Gibraltar Industries

After a formal RFQ process, Gibraltar selected Ryder as its 3PL pro-
vider. Today, Ryder manages a dedicated fleet of more than 60 trucks
at 12 locations within the manufacturer’s Building Products Group.
Ryder supplies the trucks, drivers, and an on-site manager for each
location. The drivers wear the uniform of the companies they serve.

“Ryder is always working with us to take cost out of our operation,”
says John Wagner, vice president, supply chain management, for
Gibraltar. “They’ve brought a lot of tools to the table for us—such as
the routing package, load optimization, and dedicating an engineer to
help design delivery models throughout our divisions.”
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s demand wanes, opportunity grows.
That'’s an axiom seemingly foreign to any industry. In today’s
environment, however, standard conventions are turned
upside down.

Third-party logistics providers (3PLs) have felt their share
of the economic gravity tumbling many trades into reaction-
ary huddles. But the 3PL is a unique construction.

Adaptable by nature, there is a spring-like mechanism built into its
core that is flexible to a punch; that bends with pressure, but doesn’t
break; that bounces back with even greater vim and verve. It’s the kind
of recoil that finds opportunities to grow even when demand wanes; it’s
the kind of sense and response companies depend on to more efficiently
match supply to demand.

Logistics and supply chain outsourcing has become a conventional
strategy for good times and bad, helping companies divest and optimize
non-core business processes and ultimately do more with less—respon-
sibility, risk, inefficiency, and cost. In that regard, 3PL partnerships are
more important now than ever before.

The value of outsourcing is grounded in finding third-party partners
that can tackle core logistics needs. Then collaborative kinetics kick into
gear, and 3PLs and customers fling each other in different directions.

In today’s economy, logistics service providers are helping custom-
ers turn the enterprise upside down, shake loose functional silos, jostle
free inefficiencies, then piece it back together and tighten screws across
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the supply chain. Often this process
triggers a second action when outsourc-
ing partners flip conventional tactics
and strategies on end to explore inno-
vative ways to do the impossible—make
demand and supply ends meet more effi-
ciently and economically.

Inbound Logistics’ annual 3PL
Perspectives serves a similar purpose,
bridging the gap between demand and
supply, shipper need and 3PL value.
Combining more than 300 detailed
3PL questionnaires with 1,800 targeted
responses from manufacturers and retail-
ers, we pull, pry, probe, and process this
pool of data into actionable analysis that
illustrates trends and innovation-on
both sides of the outsourcing divide.

From this panoramic view of the 3PL
industry, we then adjust our focus on the
Top 100 3PLs—a composite of logistics
service providers that are truly manufac-
turing excellence.

Together, our 3PL Perspectives and
Top 100 3PL directory serve up an amal-
gamation of anecdotal insight, strategic
synthesis, and nuts and bolts data that
will help you machine a better strategy
for outsourcing success.

INSIDE THE 3PL MACHINE

Even as the global recession strikes
at the core of U.S. industry, spiraling
manufacturers, retailers, and other com-
panies into operational remission, the
outsourced logistics segment remains on
solid footing, surpassing $112 billion in
gross sales in 2008, according to Inbound
Logistics’ 2009 3PL Perspectives research.

On average, 3PL sales increased 5.3
percent this year versus 11.6 percent the
year before, indicating that free flow rev-
enue figures have ebbed considerably but
still remain positive. Service providers
reflect a marked regression in earnings,
with only 46 percent reporting sales
growth of 10 percent or more (compared
to 77 percent last year), and only 17 per-
cent eclipsing the 20-percent threshold
(24 percent). One in three 3PLs indicate
break-even or lost sales, revealing a sharp
year-over-year contrast. In 2008, that fig-
ure was less than 10 percent.

Outsourcing profitability has similarly

turned south as business shrinks—but
not to the same extreme as sales growth.
Logistics service providers report a
5.2-percent increase in profits in 2009,
compared to 7.8 percent the year before.

3PLs rank “making a profit” third (15
percent) in terms of the single greatest
challenge they face in today’s mar-
ket—preceded by “rising costs” (20
percent) and “finding customers” (25
percent). Establishing a middle ground
between the two has become a shared
objective with outsourcing clients.

“We find many of our customers strug-
gling as they try to maintain low costs and
high service levels during these economic
times,” says one respondent. “Much of our
time hasn’t been spent on pursuing new
business, but rather helping customers sur-
vive current conditions so they may thrive
when the economy turns.”

Only 38 percent of polled 3PLs report
profits surpassing 10 percent (compared
to 63 percent in 2008); 61 percent grew
revenue by at least five percent; and 39
percent operated at a loss or break even,
compared to 22 percent in 2008.

Still, that 3PLs have been able to keep
profits within a modicum of respect-
ability suggests they are sharing costs
with customers. They are also taking a
page out of their own operating manuals,
working harder internally and along with
customers to streamline operations and
eliminate expenses for mutual gain.

Many acknowledge that sales num-
bers are down largely due to economic
conditions, customer volume attrition,

a downward pressure on pricing, and
increased competition. But 3PLs have been
able to mediate drops in gross revenue by
tinkering with what they can control-go-
to-market strategies, customer focus and
retention, new customer outreach, asset
management, service expansion, and cost
control efforts, among other factors.

“Sales declined due to a general slow-
down in all markets,” says one survey
participant. “However, because there has
been a surplus of capacity, carriers have
reduced pricing to keep equipment mov-
ing, which has helped us realize some
profits.”

The flipside of this token is that asset-
based service providers have absorbed

the brunt of the economic collapse. For
some transportation 3PLs, profits have
evaporated at a rapid clip due to unpre-
dictable fluctuations in fuel prices
throughout 2008 and difficulties passing
along surcharges to customers. Third-
party warehousing companies shared
a similar pain, with facility vacancies
spiking sharply as less inventory flows
through the supply chain.

One interesting aside to this dynamic
is that more 3PL respondents identi-
fied themselves as asset-based this year
than last year (16 percent versus 12 per-
cent). Perhaps an anomaly, it might also
suggest that some carriers and contract
warehouses are expanding their business
capabilities beyond asset-heavy functions,
entering the realm of third-party logistics.

ASSEMBLING NEW PROSPECTS

More so than in years past, and largely
as a result of volume shrinkage, 3PLs
across the board are aggressively target-
ing new business. One quarter of survey
respondents cite “finding customers” as
their single greatest challenge, topping
the list.

On average, 3PLs expanded their cus-
tomer base by 6.7 percent. The majority
of 3PLs report an increase between five
and 10 percent, while collectively 70
percent cite some growth and only 11
percent acknowledge attrition (SEEFIGURE 1).

With mergers and acquisition activ-
ity quieted by the global downturn, and
some 3PLs divesting business assets rather
than acquiring new ones, service pro-
viders are relying on sales and organic
growth to fill new business quotas.

rcure1 3PLS RESPOND: During the
last year, how much did you grow
your customer hase?

20%

SOURCE: Inbound Logistics
2009 3PL Perspectives
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“We have experienced a 15-percent
decline in revenue with existing clients
but we’ve been able to offset that with
new sales. As it relates to profit, we’ve been
able to maintain margins through effec-
tive and timely labor reductions, as well as
cost-saving initiatives with our vendors,”
shares one survey participant.

In terms of market penetration, man-
ufacturing remains the most likely
outsourcing target, with 97 percent of
participating 3PLs serving this niche, fol-
lowed by distributors and wholesale (95
percent), and retail and e-business (85 per-
cent). Services and government sectors (67
percent) bring up the rear (SEEFIGURE 2).

reure2 Industries 3PL Serve
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Competition for business has spiked as
service providers explore untapped oppor-
tunities, cross-selling existing customers
and ramping up external sales and mar-
keting efforts. A sizable contingent of
respondents indicate they have increased
sales staff and related outreach to preach
the value of outsourcing.

The types of companies 3PLs tar-
get remain a mixed bag. Depending on
core expertise and scope of services and
resources, service providers approach new
business prospects in a few ways: by size,
by vertical/niche, and by outsourcing
function.

The past few years have seen a gen-
eral push toward customer diversification,
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as a result of increasing need to insulate
business from under-performing mar-

ket segments—automotive, for example.
Smaller players may be better attuned

to like-minded clients, in terms of needs,
culture, and vision. Larger global 3PLs
have the breadth of resources and pres-
ence to tackle more sweeping outsourcing
challenges.

Many niche-driven service providers
are tweaking their traditional transac-
tional approach by embracing a total
supply chain management ethos, invest-
ing in technology and services to
capture a greater piece of the outsourcing
pie—essentially developing more strategic
chops in addition to functional expertise.

Others are taking unique vertical-spe-
cific capabilities and transferring these
best practices to other industries or areas
of the supply chain that share similar
demands-often by mining new prospects
through existing outsourcing channels.

Last year we reported how larger 3PLs
were pursuing larger customers, eschew-
ing recent tendencies to diversify their
footprint among small and medium-sized
businesses (SMBs). This trend appears to
remain intact, especially as smaller 3PLs
become more adept at developing cus-
tomer-centric solutions with higher levels
of service and commitment.

Bypassing lower-yield, transactional
business enables larger 3PLs to seize
opportunities where they can grow rela-
tionships through an outsourcing host’s
network of suppliers and customers.
Apparently there are equal opportuni-
ties to penetrate a bigger enterprise and
focus on long-term collaboration rather
than extending and expending resources
across a wider pool of smaller players.

“We're targeting a niche market and
larger customers,” reports one specialized
large service provider. “We are not chang-
ing our services, only deepening our
relationships.”

Arguably, though, when overall busi-
ness volumes are down and 3PLs have
a captive audience, go-to-market strate-
gies continue right on out the door if they
have the scale to competently meet chal-
lenges of any size.

One medium-sized 3PL shares that it
is turning past convention upside down

by circumventing SMBs and going after
larger shippers: “It is easy for us to ramp
up to larger clientele and their demands
due to our technology investments and
depth of operational knowledge.”

ONE FOR ALL OR ALL FOR ONE?

For many companies, the decision to
outsource then becomes a question of
how many? Some outsourcing custom-
ers still prefer the simplicity of having
one point of contact to manage their sup-
ply chains. But given the specialization of
logistics and supply chain functions, the
geographic scope of globe-wandering sup-
ply lines, and the increasing importance
of customer service, others value multiple
logistics partners. Consensus is building
that many 3PLs recognize their strengths
and weaknesses, and believe businesses
should consider all their options.

This year, 62 percent of 3PLs indicate
customers should consider partner-
ing with more than one service provider,
while 38 percent feel customers should
work with only one partner (SEEFIGURE 3). In

reures Should customers partner
with one 3PL or more than one?

3PLs Say

Just One
38%

More Than One
62%

SOURCE: Inbound Logistics
2009 3PL Perspectives

2008, 70 percent leaned toward multiple
partners, suggesting competitive self-
interest in a tight economy is hardening
past altruism.

Manufacturers and retailers responding
to the same question reveal more con-
flicted opinions, with 41 percent favoring
one 3PL partner and 59 percent preferring
more than one 3PL. Clearly there is agree-
ment that meshing together a network
of niche service providers creates value
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by matching specific resources to specific
needs. But 3PLs that can be a one-stop
shop have a captive audience as well.

CALIBRATING THE
OUTSOURCING COMPASS

While recessionary trends have forced
some manufacturers and retailers to
table international expansion opportuni-
ties, the global marketplace still remains
fertile ground for 3PLs. Going global is
always an intriguing enterprise for com-
panies, but often one fraught with the
most risk, especially during tough eco-
nomic times.

Shipper respondents report “expand-
ing into new markets” (12 percent) is
their second-greatest obstacle after “cut-
ting transport costs” (44 percent). By
comparison, global expansion doesn'’t
even crack the top 10 among 3PL percep-
tions of their customers’ top challenges.

Small and large companies alike share
this hurdle. Whether it’s an upstart com-
pany seeking a single-source production
facility or a multinational attempting
to integrate a multi-tiered network of
suppliers and contract manufacturers,
piggybacking on the geographic penetra-
tion, resources, and cultural knowledge of
a 3PL is a safe bet.

3PLs remain committed to meet-
ing the current and future, near-shore
and far-shore expansion needs of their
customers. Eighty-five percent of respon-
dents operate in North America, followed

SOURCE: Inbound Logistics 2009 3PL Perspectives

by Asia (36 percent), Europe (33 per-
cent), Southeast Asia (29 percent), South
America (27 percent), the Middle East
(24 percent), and Eastern Europe/Russia
(one percent). Only 15 percent of 3PLs
are exclusively serving the United
States, reflecting the increasingly global
demands of U.S. companies (SEE FIGURE 4).
Many logistics service providers that
have established a presence in global loca-
tions to help businesses at the point of
origin are counting on a reversal of for-
tune as U.S. companies begin looking at
emerging consumer markets to sell prod-
uct into—especially in light of a major
downturn in U.S. consumption.

3PL PERSPECTIVES 2009

Some large multinationals, have, in
fact, started incorporating regional
approaches into their global supply chain
management strategies, locating and
operating manufacturing and distribu-
tion facilities closer to demand, thereby
reducing transportation and total landed
costs. Nearly one-quarter of surveyed
3PLs (23 percent) provide global expan-
sion services geared toward both sourcing
and selling.

Global shippers are also increasingly
challenged by new security and regula-
tory restrictions that complicate offshore
operations and inbound transportation.
U.S. Customs and Border Protection’s
(CBP) pending Importer Security Filing
(10+2) for ocean cargo shipments, and the
Transportation Security Administration’s
Certified Cargo Screening Program and
Certified Cargo Screening Facilities effort
to pre-screen cargo on passenger aircraft
similarly challenges shippers, and vicari-
ously 3PLs, to comply. To help customers
with these hurdles, 64 percent and 36 per-
cent of 3PLs, respectively, provide import/
export/customs and global trade services
(SEE FIGURE 5).

One challenge importers will encoun-
ter meeting the CBP’s 10+2 mandate is
driving visibility and securing communi-
cation among off-shore vendors—no small
task when many companies are working
through multi-layered supply networks

reures Logistics Services 3PLs Offer
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July 2009 ¢ Inbound Logistics



3PL PERSPECTIVES 2009

reures 3P LS RESPOND: What are your customers’ top challenges?
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with varying degrees of sophistication.
Outsourcing vendor management is often
an easy fix, and 67 percent of service pro-
viders offer this type of functionality.

As some larger global companies
decentralize their global supply chain
footprint, they often partner with mul-
tiple service providers that serve specific
logistics functions or have penetration
in a given region. The rise of the fourth-
party logistics provider has followed the
tide of global expansion-as well as the
domestic broker—and is quickly becom-
ing an invaluable asset as businesses
manage synergies and operations across

regional pockets and global supply chains.

Accordingly, 71 percent of polled 3PLs
provide lead logistics capabilities.

TRANSPORTATION
NUTS AND BOLTS

It has been well-documented that
many businesses are turning back the
clock and getting back to transporta-
tion and warehousing basics to tune
up their supply chains during the cur-
rent recession. Strip away all their value
adds and 3PLs serve the greatest utility
moving and storing product. It's where
design-centric manufacturers and mar-
keting-savvy retailers are least inclined to
sink resources and capital, and where out-
sourcing really proves its mettle.

More than three-quarters of 3PL survey
respondents cite “cutting transport costs”
as their customers’ greatest challenge
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(SEEFIGURE B). Shippers share that pain and
opinion, with 44 percent regarding it as
their “single” greatest hurdle—by far the
top contribution percentage-wise.

In years past, tight capacity has been
a recurring problem. But with less vol-
ume in the pipeline, the supply/demand
pricing pendulum has shifted in favor of
shippers. Still, 2008 proved to be a bumpy
road for shippers, carriers, and service
providers as dropping volumes and soar-
ing fuel costs caused plenty of friction
when assets stopped rolling.

Technology has become a big enabler
for 3PLs and a reason to outsource for
shippers. Even with the explosive growth
of on-demand logistics solutions, which
make the risk and cost of investment

much easier to swallow, businesses can
tap these same resources as part of com-
prehensive 3PL services. Many third-party
logistics providers, in fact, have already
embraced these technologies as part of
their own service offerings.

Consequently, transportation manage-
ment systems (TMS) are a hot commodity
for 3PLs, with 68 percent offering this
technology capability—either through IT
vendor partnerships or their own proprie-
tary solutions. The value of an outsourced
TMS arrangement is that customers ben-
efit from having a 3PL that can wrap its
services and resources around that IT
functionality.

It’s advantageous for the service
provider too, because it can leverage
transportation management and various
other optimization and freight-cost-
ing tools to drive out inefficiencies and
reduce expense elsewhere. To point, 54
percent and 38 percent of 3PLs, respec-
tively, provide optimization and freight
payment/claims/auditing technologies.

In terms of transportation services,
truckload (TL) and less-than-truckload
(LTL) remain in high demand, with 94
percent and 87 percent of 3PLs offering
these services. Noticeably, both num-
bers dropped this year—three and five
percent, respectively—perhaps reflecting
contraction in the domestic trucking mar-
ket. Expectedly, 3PLs providing dedicated
contract carriage (67 percent), equipment/
drivers (43 percent), and fleet acquisition

reure7 Transportation Services 3PLs Offer
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services (23 percent) also showed marked
declines this year (SEEFIGURE 7).

While capacity is soft, capacity utili-
zation is a hard target for optimization.
Many shippers are working with logistics
partners and carriers to consolidate LTL
moves into TL moves where possible, use
more expensive transport options as a last
mile resort, and thereby rationalize costs.

Transportation price sensitivity and
green goodwill are manifest in the build-
ing interest in, and acceptance of, rail/
intermodal solutions as a reliable option
for moving product domestically—in and
around congested port chokepoints and
across long-haul corridors. Among 3PL
respondents, 85 percent and 70 percent,
respectively, provide intermodal and rail
services—both incremental increases over
last year’s data.

Many outsourcing customers value
their third-party partners as an exten-
sion of the enterprise, especially during
the final leg of the supply chain—from
the moment a shipment leaves the DC
until the customer takes custody. Three-
quarters of surveyed 3PLs provide
direct-to-store services, while 45 percent
offer direct-to-home delivery. Shippers
also depend on service providers as their
direct interface with the end consignee.
Premium customer service sometimes
comes with the job, in terms of specialized
deliveries, installations, and asset recov-
ery—40 percent of 3PL survey respondents
offer white glove and final mile options.

Elsewhere in the transportation fray,
third-party logistics providers are becom-
ing more heavily involved in handling
ocean and air shipments. Lines continue
to blur between freight forwarders and
3PLs as both parties explore new ways to
expand their value propositions beyond
core functions. Forwarders are bundling
logistics services around freight handling
and brokerage capabilities, and tradi-
tional 3PLs are getting more involved in
global transportation services—particu-
larly as they reach farther upstream in the
supply chain to grow their operational
tentacles and help customers better con-
trol inbound costs. The number of 3PLs
providing ocean and air cargo services
remains balanced, with 66 percent and 65
percent reporting those capabilities.

3PL PERSPECTIVES 2009

WAREHOUSING BEYOND THE DOCK

In the warehouse, inventory reduction
remains both an opportunity and chal-
lenge. A precipitous drop in consumer
spending has drained inventory from the
system, giving both shipper/distributors
and service providers a primer for stream-
lining distribution processes.

Not surprisingly, reducing inventory is
a top priority, with 8.3 percent of polled
shippers labeling it their single greatest
challenge—third to cutting transporta-
tion costs and global expansion. 3PLs, too,
recognize the importance of helping com-
panies lean out their pipelines; 53 percent
recognize this as a top obstacle.

Inventory-to-sales ratios have spiked
as businesses struggle to match inven-
tory flows to sluggish consumerism.
Essentially it means they’re not accurately
capturing demand signals and aligning
them to production schedules, creating
an inventory surplus. Additionally, some
companies are hedging their bets on
how consumer demand may drift, hold-
ing stock just in case. It’s a gamble rife
with more risk than reward in today’s
economy, leading many to completely
outsource inventory and DC manage-
ment to third parties—65 percent and 63
percent of polled providers offer these
capabilities (SEE FIGURE 8).

Given unpredictable consumer
trends, and the costs associated with sit-
ting inventory that doesn't sell, 3PLs are
helping customers absorb some of this

rcures Warehousing
Services 3PLs Offer
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SOURCE: Inbound Logistics 2009 3PL Perspectives

risk. Nearly 70 percent of survey respon-
dents offer vendor managed inventory
solutions. The conflicting challenges

and liabilities of being too lean and car-
rying too much stock compel some
companies to push product in its least
value-added form farther back in the sup-
ply chain-and rely on intermediaries and
vendors to take ownership of that inven-
tory until it changes custody.

Beyond completely contracting out a
facility, companies partner with 3PLs to
manage internal distribution functions.
Pick/pack, subassembly, and fulfillment
services are core parts of the warehouse,
and core outsourced functions—67 per-
cent and 60 percent of 3PLs provide these
capabilities, respectively.

Outside the four walls, transportation
pricing pains and shifting offshore manu-
facturing patterns have compelled many
companies to reconfigure their DC net-
works. In some cases where business and
demand allows, big box distribution mod-
els have yielded to more decentralized
networks, where businesses can better
coordinate TL and LTL hauls to reduce
costs. Nearly one in two 3PLs offer loca-
tion services to help customers site DCs,
as well as determine appropriate strategies
for operating these facilities—build-to-suit,
build-to-own, lease, or completely out-
source the operation.

How companies plan their distribu-
tion networks often dictates the layout
of facilities. For example, decentral-
ized distribution strategies are creating
a foundation for more quick-turn, cross-
docking activities. These types of facilities
give shippers the ability to eliminate
inventory carrying costs, better uti-
lize space and assets, and expeditiously
break loads, consolidate, and repack for
transshipment.

Running a crossdock necessarily
requires cooperation from multiple logis-
tics parts to ensure timely and efficient
progress. As in most areas of the supply
chain, what happens in one functional
silo often impacts processes elsewhere
upstream and downstream. Where 3PLs
are truly creating value for customers is
capturing and executing on details while
embracing the bigger picture. It's where
tactics give way to strategy. |
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We’ll Customize A Supply Chain Solution For It

Whatever you manufacture or wherever you store and distribute your products, Ryder’s end-to-end
supply chain solutions are designed to fit perfectly with your company’s unique needs. Unmatched
experience, flexibility and innovative thinking. This is what we offer to hundreds of companies, from
electronics and car makers to consumer product and aircraft manufacturers. We can do the same for
you. Call 1-888-88-RYDER or visit www.ryder.com.
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