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 reveals a confusing landscape

In this issue, we continue our coverage of the 
outstanding 40th Annual WERC Conference held 
this May in Fort Worth, Texas, with several more 
articles on “hot” topics, ideas and strategies. 
 

Women@WERC Track 
Offered Supply Chain 
Diversity Insights

A fter attending the WERC Annual Confer-
ence in 2014 and 2015 and participating in 

the “Women in Supply Chain: Challenges and 
Opportunities” peer-to-peer session, Chaneta 
Montoban left wanting more.

Montoban, who recently stepped into the  
role of Developmental Market Manager for Sam’s 
Club – Southeast Region after several years of lead-
ing the compliance, safety and security team within 
Walmart Logistics, recalls that the sessions were 
attended almost exclusively by women (“except 
one man, a brave soul!”). “A group of women shar-
ing their issues and discussing how to attract more 
women to supply chain without a significant male 
presence in the room was not the way to do it,”  
she says.

Word of Montoban’s interest in the topic made 
its way to 2016 Conference Vice-Chair (subse-
quently 2017 Conference Chair) Annette 
Danek-Akey, Senior Vice President of Fulfillment 
at Penguin Random House. She suggested the 
addition of a woman-focused networking breakfast 
to the Providence, R.I. agenda, and asked Monto-
ban to facilitate that year’s peer-to-peer.

“My colleague at Walmart Logistics, [Supply 
Chain Senior Human Resource Director] Elsie 
Mucci agreed to help facilitate, and we had—for 
the first time—a couple of men who intentionally 
came to the peer-to-peer, which was great,” she 
recalls. 

 continued on page 2
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CONFERENCE COVERAGE continued from page 1

extremely proud and thrilled for a Women@
WERC track to be established, for women to 
see that growth in the programming and  
for men to feel welcomed to the table,” she 
adds. 

“The reality is, when you talk about cre-
ating an inclusive environment and 
recruiting and retaining females to the sup-
ply chain, men are a critical part of the 
conversation,” continues Montoban. “Like it 
or not, the supply chain is a male-dominated 
profession and men must be at the table to 
see any noticeable change in the profes-
sional landscape. If they’re primarily making 
up the profession, they need to learn what 
the issues are, as well as what women can 
bring to the field.”

Sheila Benny, Executive Vice President 
of Optricity and Immediate Past President 
of WERC, agrees. “Women have a unique 
role in the supply chain, and the Women@
WERC track gives us an opportunity to give 
back to others within our community,” she 
explains. “There are elements of working in 
this industry that affect women in particular. 
For example, scheduling issues, career 
growth and development, family obliga-
tions, and mentorship. These issues also 
impact men who may have women report-
ing to them or that they interact with 
routinely.”

Like Montoban, Benny was thrilled to 
see how many men participated in the two 
sessions and the breakfast this year. In the 
years they’ve been participating in Confer-
ence (four for Montoban, 15 for Benny), 

“At the breakfast, however, we had just 
one man come in. He sat down, looked 
around, and said, ‘in my 20 years in logistics, 
I have never been in a room full of women in 
the supply chain.’ I replied, ‘that’s exactly 
why we’re having this breakfast and the 
peer-to-peer, because you are very import-
ant to this conversation.’ Three minutes 
later he left!” Montoban says. “That was a 
topic of conversation and humor the 
remainder of the conference.” 

“That’s when I said to Annette that we 
really needed to make this a true track at the 
2017 Conference, something bigger than it 
had been before,” she continues. “We also 
had to make sure that men knew they were 
absolutely welcome, and in fact encouraged, 
to participate in the sessions—even though 
titled under a ‘Women@WERC’ banner.”

All of this led to how Montoban found 
herself on the Conference Committee, orga-
nizing the first ever Women@WERC topic 
track for the 2017 WERC Annual Confer-
ence. Included were a breakout session, 
“Why Diversity and Inclusion are Critical  
to Supply Chain Success;” a peer-to-peer 
session, “Women in Supply Chain: Chal-
lenges and Opportunities;” and a Monday 
networking breakfast.

Though she describes the 2017 
Women@WERC track as small, Montoban 
says it met her expectations for its first for-
mal Annual Conference appearance. She 
was also pleased with the support and 
encouragement she received from WERC’s 
leadership to pursue its development. “I was 

“What’s been most 
effective is women 

telling their personal 
career growth stories … 
to entry-level associates 

to help them connect 
with different levels and 

different roles.”
Tim Cooper

Panel discussion with Tim Cooper, Jamie Bonin, Kathryn McLay and moderator Ellen Voie

mailto:wercoffice%40werc.org%20?subject=
http://www.werc.org
http://www.werc.org
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they’ve seen the number of women attend-
ees rising steadily year-over-year.

“The men who joined this year’s ses-
sions came intentionally because they want 
to recruit and retain more women to their 
organizations,” Montoban recalls. “They 
asked what they could do differently— 
particularly in terms of how to be better 
managers—by gaining a better understand-
ing of women’s issues in the workplace.” 

Also participating were many women 
who were new to the industry, adds Benny. 
“They were seeking advice from the lon-
ger-tenured women in supply chain about 
advancement, owning your place at the 
table and finding mentors,” she says. “One 
of the things I shared was that, although 
supply chain is a very technology-driven 
industry, it’s also very communication 
driven. We’re not just handling boxes, we’re 
communicating with people across different 
regions and cultures. And women are natu-
ral communicators, which makes them an 
ideal fit for the field.”

Benny’s comments echo some of the 
key takeaways from the “Why Diversity and 
Inclusion are Critical to Supply Chain Suc-
cess” breakout session, a panel discussion 
featuring Walmart Logistics’ Kathryn 
McLay, Senior Vice President, and Tim 
Cooper, Divisional Vice President of the 
Pacific Division, as well as Jamie Bonin, 
Senior Director of Human Resources at 
KeHE Distributors. Moderated by Ellen 
Voie, President and CEO of the Women in 
Trucking Association (www.womenintruck-
ing.org), the three discussed best practices 
and lessons learned in recruiting, develop-
ing, retaining and promoting females.

Their comments highlighted the impor-
tance of sharing with women considering 
the field that they are not pioneers, and of 
sharing their experiences with women 
already in the industry. 

Cooper talked about the creation of the 
Women in Leadership mentoring group 
within his division: “We started with six 
female leaders who were in our division. 
Now that has grown to nearly 100 female 
and male leaders across the division. What’s 
been most effective is women telling their 
personal career growth stories—not just 
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 “We’re not just  
handling boxes, we’re 
communicating with 
people across different 
regions and cultures. 
And women are natural 
communicators, which 
makes them an ideal  
fit for the field.” 
Sheila Benny

executives or senior leaders, but also team 
leaders talking to entry-level associates to 
help them connect with different levels and 
different roles.”

In terms of companies attracting more 
women to roles within supply chain, Bonin 
stressed the importance of assessing com-
petency and character when hiring. “You 
can’t train character; you can train skill. We 
believe strongly in hiring and developing 
people who have both soft skills and techni-
cal skills that we can train upon,” she 
explained. 

During the peer-to-peer session, other 
key points included the importance of 
women owning their own career path and 
being willing to take more chances. It’s a  
lesson Montoban says has been key to her 
own career success.

“Although my background is as an attor-
ney, I took a leap when I came to Walmart 
almost nine years ago and began working in 
the compliance space, and then logistics for 
more than five years of my time with the 
company—and I have loved every moment 
of it. It taught me so much about the supply 
chain, about people, and, most importantly, 
about how to be a better leader of people 
and developer of talent,” she says. 

“When I grew interested in operations, I 
wasn’t afraid to go for it. But we, as women, 
sometimes have a fear of not being qualified 
enough for a job,” Montoban notes. “If a 
woman only has four of five requirements 
for a position, she might think she’s not 
qualified and will likely not apply. Men don’t 
care—they apply even if they just have one 
of five qualifications. It’s important that 
women already in the field share that insight 
and learnings with those who are entering it. 
The best advice I can give is ‘don’t be afraid 
to take risks.’”

Both Benny and Montoban are excited 
to see the evolution of the Women@WERC 
Conference track in the years to come. “It 
absolutely has my support, and I can’t wait 
to see how the sessions develop for next 
year’s conference,” Benny concludes.

http://www.womenintrucking.org
http://www.womenintrucking.org
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Another is reduced commitment granu-
larity. “Working on-demand you could be 
making a decision every month and updat-
ing your decision points more frequently,” 
according to Pazour. Having more decision 
points allows you more flexibility, more agil-
ity until you’re able to change to the 
changing demand.”

The third is reduced capacity granular-
ity. “When thinking of on-demand as an 
option,” she observed, “Think about build-
ing an ‘average’ warehouse and then 
supplementing the peak demand with 
on-demand, or building the peak capacity 
warehouse and when extra space is avail-
able, sell it back to the marketplace.”

On-demand at work
“Warehouses are fundamentally static 

assets, while many businesses are increas-
ingly becoming more and more dynamic,” 
noted Karl Siebrecht, CEO, FLEXE (www.
flexe.com). Product launches have become 
more vigorous, product winners and losers 
separate out more quickly. Inventory surges 
in certain products and regions occur, and 
then there’s e-commerce fulfillment, which 
requires a fundamentally different supply 
chain design, such as on-demand, he 
explained.

The FLEXE on-demand online market-
place connects shippers who need 
warehouse space and services with ware-
house providers that have excess capacity 
and resources. It employs a proprietary  
marketplace-matching algorithm to help 
buyers find the best warehousing providers 
(FLEXE has 500 warehouse partners in 
North America) who meet their desired 
project scope and criteria to store their 
product.

For example, Iron Mountain, a physical 
document storage organization has more 
than 650 facilities in North America, many 
with excess capacity. “It’s not just excess real 
estate capacity that we have to offer,  
we also have quality people resources, so  
it makes it attractive for us to team  
with FLEXE clients to leverage our secure 
facilities and skilled workforce to change  
our value proposition,” explained Brett 
Spector, director, North America Channel 

On-Demand 
Warehousing
Moving from a fixed to a  
dynamic supply chain network.

“T
 
oday’s supply chains and logistics 
systems are optimized for yester-

day’s customers,” charged Jennifer 
Pazour, assistant professor, Industrial & 
Systems Engineering, Rensselaer Polytech-
nic Institute (www.rpi.edu). That consumer 
retail supply chain model capitalized on 
building efficiencies through economies of 
scale for known, fixed and aggregated 
demand points, she explained.

Today’s customers have disrupted that 
model since they tried to make a wide  
variety of requests with little warning, 
expecting their orders to be fulfilled quickly 
in small units to a large number of different 
locations. 

In this changing environment, Pazour 
recommended, “…re-thinking how we design 
supply chains and logistics systems because 
what worked well in the past will not work 
well in the future based on a fundamental 
shift of what demand looks like in today’s 
marketplace.”

Considerations 
One concept is on-demand warehousing, 
which creates warehouse networks that 
scale as necessary. On-demand utilizes  
technology platforms to provide visibility 
into under-utilized capacity, as well as a large 

reach for demand requests. It’s kind 
of a sharing concept. “In the past, I 
might share my resources with 
someone that I knew in my net-
work,” explained Pazour. “Now I 
have technology to extend the 

demand I am willing to share and 
the visibility into who needs it.”

Access to scale is one of the powerful 
aspects of on-demand. “It’s not just your 
individual assets alone (i.e., warehouse 
space, locations) but in the sharing of oth-
ers’ that the assets begin to increase,” she 
explained. “You also can get closer to the 
customer by sharing those assets.”

“Warehouses are  
fundamentally  

static assets, while 
many businesses  

are increasingly  
becoming more and 

more dynamic.”
Karl Siebrecht

http://www.flexe.com
http://www.flexe.com
http://www.rpi.edu
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Sales, Iron Mountain (www.ironmountain.
com). “Our on-demand availability is now 
part of our strategic plan.”

Aligning Strategy via 
Metrics
Improving performance,  
achieving objectives through 
sound metrics.

DCs have a large opportunity to support 
organizational performance in different 
ways, maintained Donnie F. Williams, 
Georgia College and State University (www.
gcsu.edu). They can increase growth by 
increasing throughput, or improve overall 
profitability by reducing distribution costs, 
even improving quality by reducing compli-
ance issues, and boost customer satisfaction 
by attaining best-in-class order fill rates.

“In order to do that we have to under-
stand what our end goal is and to identify 
what we’re trying to accomplish,” he contin-
ued. To determine whether DCs are aligned 
with strategy, Williams and the WERC team 
compiled five years of data from WERC’s DC 
Measures studies to determine if the mea-
sures used differed by strategy. What they 
found was no differentiation between the 
strategies and little agreement within each 
strategy. Further, very few, if any, organiza-
tions used talent and financial metrics. 

While there are different tools available, 
he recommended a House of Metrics 
approach. “Look at your DC performance as 
a house,” he began. When you’re building  
a house, the most important part is the 
foundation—same for your metrics. The 
foundation will support the metrics aligned 
to your strategy (the goal your organization 
is striving to achieve). 

And the metrics will correspond to the 
six categories contained in the annual DC 
Measures studies (employee, financial, cus-
tomer, capacity, quality, operations). The 
performance measurement house can be 
extended to your suppliers and other 
desired outcomes to be achieved. “The goal 

you’re looking for is one word, the most  
critical word: alignment,” Williams empha-
sized. “If you don’t have alignment then 
you’re not going to be connected.”

Taking the cue, Scott Hardesty, direc-
tor, Coca-Cola Parts (www.coca-colaparts.
com), shared his experiences about con-
necting metrics with strategy. Hardesty is 
responsible for the parts, equipment and 
the parts supply chain that enable techni-
cians to install, repair and service about 
$2-billion worth of equipment, ranging from 
beverage dispensing equipment to vending 
machines to coolers and free-standing 
machines in North America.

“The company asks us to do a very  
simple thing: provide a high level of availabil-
ity and customer support to increase 
equipment uptime,” Hardesty explained. 
“While we’re in the supply chain, I say we’re a 
customer service organization.”

Enter WERC DC Measures
Coca-Cola Parts has one central distri-

bution warehouse in Texas that supports 99 
percent of the U.S. and Canada market. It 
ships 900,000 orders annually, containing 
approximately 2.5-million lines, and the pick-
ing process is 90 percent broken case.

Hardesty mentioned that Coca-Cola 
Parts and their 3PL partner, DXPE (www.
dxpe.com) wanted to challenge themselves 
and upgrade their performance. After a 
lengthy and unsuccessful search for com-
parative data they came upon WERC’s 
annual DC Measures. This too was unsatis-
factory initially, until Hardesty contacted 
WERC and asked whether data could be 
“pulled” just from the case pick respon-
dents. It could. This began extensive 
discussions between Coca-Cola Parts and 
DXPE that enabled the parties to have pro-
ductive conversations to challenge the 
status quo. 

“With that data, we were able to have an 
apples-to-apples comparison, along with 
descriptions for the metrics and ratings clas-
sified for major opportunity, disadvantage, 
typical, advantage, best-in-class and 
median,” he explained. “It also provided us 
with a multi-year line of sight that enabled us 

 “Look at your DC  
performance as a 
house. When you’re 
building a house, the 
most important part  
is the foundation—
same for your metrics. 
Donnie F. Williams

http://www.ironmountain.com
http://www.ironmountain.com
http://www.gcsu.edu
http://www.gcsu.edu
http://www.coca-colaparts.com
http://www.coca-colaparts.com
http://www.dxpe.com
http://www.dxpe.com
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to prioritize our projects to support 
customer support initiatives.”

As an example, they were doing 
“well” on line fill rate, but were not 
at the “advantage” level. “For 2017 
that’s been our goal; and for the first 
six months we achieved it,” he said. 
“For the balance of the year we want 
to challenge ourselves to 99.85.” 
Further, they also began conversa-
tions within Coke Parts to address 
some weaknesses in their S&OP pro-
cess, forecasting and supplier 
performance management areas. 

Tina Ceaser, account manager, 
DXPE, pointed out that this is a “very 
collaborative approach.” She 
explained, “We worked together to 
develop the strategy and identify the 
top indicators that will lead back to 
our strategy, and also worked 

together to come to the appropriate met-
ric.” They looked to be at the best-in-class 
level, but conceded that in some areas they 
weren’t yet capable to make that the goal.

“But it’s not sensible to start out that 
way,” she explained. “You have to analyze 
what your capability is and how you should 
be performing within that capability, and the 
tool most helpful to us in preparing this 
roadmap was the WERC Best Practices 
Guide.” 

The roadmap helps to focus on those 
areas needed to fulfill the strategy. “You still 
have to take these results and make sure 
that it’s best for your strategy,” Ceaser 
shared.

The DC Measures study is a foundation 
for planning discussions with management. 
Hardesty explained: “I almost always start 
my first conversation with my manager with 
the metrics: here’s where we are today; 
here’s where our peer companies are; here’s 
how we’re benchmarking against them, so 
I’ve been able to say with accuracy we’re at 
or near best-in-class.” However, Hardesty 
also emphasizes during the meeting why 
certain metrics are being prioritized over 
another so management understands the 
direction being taken to achieve the specific 
strategy. 

Accommodating 
Changing Demand

Adjusting DC operations to 
meet new business realities.

C hange is synonymous with DC opera-
tions. However, Norman E. Saenz, 

Jr., managing director, St. Onge Company 
(www.stonge.com), has taken note of 
some unique changes that will weigh heavily 
on many warehousing and DC operations, 
technology and processes at the present 
time and definitely in the future. “The days 
of larger orders, characterized by full pallet 
load storage, full case pick and large (often 
TL) shipments is moving into the past,” he 
explained. “All of a sudden what’s changing 
is the move to smaller orders, reflecting on 
partial pallet receipts and storage, piece 
picking, special handling and packaging and 
new technology such as the auto-bagger.”

Among the warehousing trends that are 
surfacing:
P Increasing partial pallet receiving
P Increasing SKU count
P Shrinking minimum order quantities
P Fewer lines and quantity per line
P Growing e-commerce and omni-channel 

business
P Slightly increasing capital budgets
P Increasing use of automation (put-walls, 

conveyors and sortation), technology 
(RF, voice, lights), and systems (WMS, 
LMS, Slotting)

P Growing investigation, evaluation of 
emerging technologies (Internet of 
Things, drones, Google glasses)

Searching for the solution
Any or all of these trends, and others 

not yet visible will bring additional chal-
lenges to the warehouse and DC and  
its management team, whether it’s increas-
ing volume, speed, different flavor of  
orders, the need to look into innovation, 
technology, systems, or whatever. Saenz 

“You have to analyze 
what your capability is 

and how you should be 
performing within that 
capability, and the tool 

most helpful to us in 
preparing this roadmap 

was the WERC Best 
Practices Guide.”

Tina Ceaser

http://www.stonge.com
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recommends a path for starting the quest. It 
begins with composing a data profile of your 
business, orders, layout, and so forth. His 
process includes:
P Define order types/profiles  

(store, e-com, multi-channel)
P Assign SKU A, B, C, D pick frequency
P Apply SKU size and weight (and special 

requirements) 
P Calculate SKU volume or cubic velocity
P Right-size forward pick and storage  

locations (options coming)
P Develop an efficient layout area/zone/

product slotting strategy
P Balance replenishment with efficient 

order processing labor
P Apply the right level of technology to  

an efficient process

The solution for YOU
“What it comes down to is there’s really 

not one solution that gets everything right,” 
according to Saenz. “It’s all about looking at 
your data, profiling your business, under-
standing where your business is going, 
developing objectives, baseline what you’re 
currently doing. It’s all about ROI and the 
value of the dollar,” he explained.

“Critically review your current capabili-
ties and the equipment, and understand the 
limitations of your existing WMS and other 

systems,” he continued. “Also consider 
alternative equipment, technologies. There 
are a lot of potential solutions out in the 
marketplace.” A lot of what he sees has been 
around for a long time and most often it is 
proven technology and proven equipment.

“It then becomes a matter of deciding 
where can I apply that in my facility,” Saenz 
said. For a roadmap to guide you to the right 
solution, he offers the following to analyze 
your business profiles and growth strate-
gies:
P Baseline your current capabilities  

(equipment and systems)
P Model various alternative solutions
P Layout and material flow
P Equipment and technology investment
P Labor savings 
P Accuracy improvements
P ROI
P Develop a transition plan
P Execute!

BSN Sports transition
Back in 2010, BSN Sports (www.

bsnsports.com) was planning to move into 
a 480,000-sq ft facility. However, it never 
came to fruition. Instead, the decision was 
made to remain in its smaller, cluttered and 
inefficient 188,000-sq ft DC, with the chal-
lenge: What can you do within the current 

 continued on page  8

“Critically review your 
current capabilities  
and the equipment,  
and understand the  
limitations of your 
existing WMS and  
other systems.” 
Norman E. Saenz, Jr.

http://www.bsnsports.com
http://www.bsnsports.com
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four walls and $2-million?
“We had 3,000 products on the floor 

that we manually picked, and we had some 
orders that would take two-to-three days to 
pick and complete,” recalled Bobby 
Melton, warehouse director. Associates 
were walking down aisles, under a receiving 
dock, wherever they could to find the order.

“We had plenty of reserve storage, just 
not enough pick faces,” he observed. Engag-
ing with Saenz and St. Onge, Melton began 
by conducting a data analysis. Among the 
observations: the J-line pick aisle needed 
more pick facings; outbound packaging line 
and ship staging were tight on space and 
there was the need to increase throughput 
and free-up dock spaces.

Thus began the transition to put every 
SKU into a pick face. Today, there’s a little 
over 11,000 SKUs in this facility, according 
to Melton. 2,500 SKUs will be allocated to 
other facilities within the BSN network 
which will allow them to bring in more prod-
uct. Among the improvements undertaken 
during the “project,” as he referred to the 
transition, included:
P Constructed a new pack mezzanine over 

shipping with improved packaging station 
design and manifesting stations that 

resulted in a 30% increase in throughput.
P Added a new pick module to include 

shelving, case and pallet flow on a second 
level with a third level for expansion  
that generated a 110% increase in pick 
locations within the same footprint.

P Converted some of their pallet flow 
reserve storage space to a case picking 
area, which enabled them to bring in 
additional product.

P Selected the top 200 SKUs typically sold 
in case packs and moved them to the pal-
let case picking area, eliminating the need 
to move them along the conveyor sys-
tem. This represented a 25% load 
reduction and enhanced the conveyor’s 
overall efficiency.

There’s also additional technology in 
play. Melton said they are currently investi-
gating and reviewing voice picking systems 
and have developed a program for the new 
SAP software that places the maximum 
product count into the least number of car-
tons. “We’re cartonizing all of our packages 
and on our pick tickets we actually tell the 
packer what size carton to use,” he 
explained. And the ROI for the project was 
less than eight months. 

“And the ROI for the 
project was less than 

eight months.”
Bobby Melton

    
Looking for a quick learning opportunity? 
Catch up on the latest Solutions at a WERC webinar. Our 30-minute  
webinars provide relevant information in a condensed and convenient  

format presented by industry experts. Each session consists of a lecture by a 
subject matter expert with time set aside for Q&A.

     www.werc.org/saw

       Unique programs, designed to inspire.
An Exclusive                       

Webinar Series.

Unique programs, 
designed to inspire.

http://www.werc.org/saw
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Uncertainty
Report reveals a confusing landscape

I 
f there’s one word that could sum up the 
state of the logistics industry for 2016, it 

would be uncertainty. That’s the conclusion 
of the 28th Annual State of Logistics report 
this year authored by ATKearney and pre-
sented by PENSKE for the Council of Supply 
Chain Management Professionals (CSCMP).

Indeed, measurements that in past years 
meant cause for celebration this year just 
made it harder for the industry to determine 
exactly where to go from here. At issue: a 
rapidly evolving landscape serving as a game 
changer for most companies. Rather than 
costs like energy looming large on the hori-
zon, consumers and their spending habits 
are firmly in the driver’s seat.

Sean Monahan, author and partner at 
ATKearney, explains: “For several years, fuel 
costs were a big driver of cost trends and 
even as a majority commodity, coal and oil 
were big contributors. However, with 
e-commerce driving parcel growth and con-
sumer spending being the largest driver of 
truck volume, coupled with lower fuel costs, 
we characterize consumers as being at the 
forefront.”

This year’s report demonstrates the first 
decline in the U.S. business logistics costs 
(USBLC) since 2009. The number, as a per-
cent of GDP declined to just 7.5 percent, 
representing a 1.5 percent drop over the 
previous year. At the same time, however, 
the industry faced the reality of a sluggish 
economy, one that didn’t live up to pre-
dicted growth levels. GDP rose just 1.2 
percent in the first quarter of 2017, not  
living up to expectations. According to the 
report, this presents industry pros with a 
disconnect, which many find unsettling. 

The report also adds that several other  
indicators complicate matters. For instance, 

currency exchange levels, interest rates,  
and political uncertainty all remain cloudy. 
Coming up with the proper strategies  
for capacity, pricing, and technology is no 
easy task.

The benchmarks
One of the most anticipated numbers 

out of the annual report is the USBLC, which 
as mentioned above, fell for the first time in 
seven years. Breaking down the numbers 
that make up that figure are the following:

P Transportation costs:  
$894.7 billion; down 0.7 percent 

P Inventory carrying costs:  
$409.8 billion; down 3.2 percent

P Other costs:  
$88.1 billion; down 2.0 percent

According to the report, “The declines 
reflect overcapacity, slack volumes, and rate 
pressures in several sectors, even as demand 
and prices rose in others.”

One area that did not see costs drop is 
package delivery services, which jumped 10 
percent. Parcel and express delivery has  
surpassed railroads as the second largest 
logistics sector behind motor freight. Mean-
while, says the report, energy-sensitive 
pipelines and railroads saw rates and  
volumes stall or drop as oil prices remained 
at historically low levels despite the upturn 
in 2016.

Turning parcel delivery into the hottest 
logistics sector this year was e-commerce. 
Parcel volumes rose six percent last year as 
online retailers flooded delivery networks 
with small packages destined for individual 
consumers. 

CSCMP’s Annual State of the Logistics Report

… consumers and  
their spending habits 

are firmly in the  
driver’s seat.

 continued on page  10
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ranging from three to six percent. The 
authors add that the coming year will be 
chock-full of uncertain challenges for DC 
operators, including rising labor costs, 
higher investment requirements, and politi-
cal uncertainty. The key, say the authors,  
is for these operators to build holistic, flexi-
ble networks that can provide the rapid 
order fulfillment today’s consumers demand 
and expect. 

Pressures
What does this all add up to for provid-

ers of warehousing? Pressure, say the 
authors. “Warehouse companies are under 
pressure to move goods faster as consum-
ers demand same-day delivery and 
omni-channel ordering explodes. These new 
requirements add complexity to every 
aspect of warehouse operations, from net-
works to warehouse layouts and fulfillment 
processes. Operators looking for tools to 
manage these complexities efficiently will 
increasingly turn to new technologies such 
as automation and advanced warehouse 
management systems.”

One factor that will play well into the 
increased need for technology will be rising 
labor costs, the authors predict. Take, for 
instance, the fact that 21 states have raised 
minimum wage above the federal minimum 
of $7.25 per hour, which may lead to higher 
warehouse wages, standing today on aver-
age of about $11.80 per hour. 

With labor representing 50 percent or 
more of warehouse costs, the authors spec-
ulate that owners may try to recoup the 
increase by raising rates, not a preferred 
method by customers, who prefer that 
operators offset rising costs by improving 
productivity.

Other factors playing into the overall 
cost picture for warehousing going forward 
are potential changes in U.S. trade policy. 
Warehouse owners “depend on interna-
tional commerce for a major slice of 
revenue. Tariffs or other policies that limit 
imports could drive up costs, depress reve-
nues, and squeeze profits,” say the authors. 

Should domestic manufacturing costs 
rise, the move could overburden US ware-
houses and force operators to reconfigure 

According to the report, the surge 
shows no sign of abating as volumes rose 
three percent in early 2017, and forecasters 
predict parcel shipping revenues will climb 
to $93 billion by 2019 from $78 billion in 
2015. The major parcel carriers recognized 
opportunity and pushed through price hikes 
early this year. UPS and FedEx, for instance, 
announced general rate increases of 3.9 to 
4.9 percent on average, and the US Postal 
Service (USPS) raised prices 3.3 percent on 
standard Priority Mail shipments and 3.9 
percent on Priority Mail flat rate service. 
Both UPS and FedEx also increased various 
accessorial surcharges. 

Full DCs
Space in the nation’s distribution cen-

ters is hitting an all-time low. With 
e-commerce booming and the economy 
strengthening, demand for space on the 
shelves surges. 

The numbers shake out like this:
P Availability: Fell from 8.9 percent  

in the first quarter of 2016 to just  
8 percent (a historic low) in the first 
quarter of 2017

P U.S. expenditures on public and  
private warehousing rose to $143.5 
billion, up 1.8 percent

P Industry growth of three percent 
annually is predicted through 2021

Yet for all the demand growth and  
supply shrinking, profit margins remain low, 

Uncertainty continued from page 9

 … forecasters predict 
parcel shipping  

revenues will climb to 
$93 billion by 2019  

from $78 billion  
in 2015.

Average availability of US warehouse space continues to decline

US warehouse availability   (%)

Source: ATKearney analysis (Reprinted with permission. © CSCMP. www.cscmp.org)

http://www.cscmp.org
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their networks at considerable expense, say 
the authors.

According to the report all of this uncer-
tainty is leading warehouse operators: “To 
accelerate fulfillment and meet an expand-
ing array of service-level requirements, 
operators are building forward-deployed 
networks and dedicated e-commerce ware-
houses. Many are also designing seamless 
inventory systems that integrate warehouse 
fulfillment across various customer purchas-
ing channels to create omni-channel delivery 
capabilities. Widespread adoption of fulfill-
ment methods such as ship-from-store and 
in-store pickup of online orders is improving 
inventory allocation, speed-to-market, and 
peak-season variability management.”

Specifically, DC operators are turning to 
advances in warehouse management sys-
tems (WMS) to boost productivity. New 
mobile apps, for instance, allow managers 
to monitor a wide variety of analytics. Com-
panies focused on labor optimization have 
experienced savings in the range of 15 to 25 
percent, says the report. 

But today’s systems allow operators to 
go beyond the four walls and reach end-to-
end. Software can gather upstream order 
information and downstream transporta-
tion data. The seamless connectivity creates 
an integrated system that can respond 
quickly as customer needs change. 

The future
The report did a check on industry 

trends that could transform it. The authors 
point to the following trends to watch 
between now and 2020:

P Connected vehicles
P Anticipatory logistics

P Freight “uberization”
P Electric fleets
P Autonomous vehicles
The wild card, however, is regulation 

and policy, which remains something of a 
crap shoot under the new administration. In 
spite of that, the report names four poten-
tial scenarios to keep in mind over the 
coming year:
P Plain sailing– the removal of regulations 

and trade barriers, increasing competi-
tiveness among carriers across modes.

P Stemming the tide– stringent regula-
tion will accelerate the adoption of 
disruptive technology and automation.

P Choppy waters– Boosting American  
production will bring shifts in modal  
volumes but no major logistics growth.

P In the doldrums– Tough investment 
and operating conditions will raise costs 
and hinder technological advancements.

There are no guarantees in the uncer-
tain environment in which the logistics 
industry currently exists and the report has 
this to say: “Forecasting the future is always 
difficult, especially in times such as these 
when an unsettled political environment 
makes it hard to predict the likelihood, 
breadth, and speed of potential policy 
changes.” 

With that in mind, Monahan says this: 
“Good or bad, right now truck volumes are 
consistently higher and TL rates seem to be 
strengthening. Overall the main thing is con-
fidence in the direction of the economy and 
the administration’s regulatory agenda/
actions. Infrastructure, taxes, trade policy…
all uncertain.”

Order the full report at www.cscmp.org. 

Operators looking for 
tools to manage these 
complexities efficiently 
will increasingly turn  
to new technologies … 
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More than 1,000 warehousing professionals from across 
the country will convene in Charlotte, NC May 2018. You 
should be there, too.

Executives and managers come to the Warehousing 
Education and Research Council (WERC) Annual Conference 
and Solutions Center in search of the latest innovations and 
tested solutions to improve their operations.

Put yourself in a prime position to make direct contact with 
warehousing professionals who have decision-making and 
purchasing power. Beyond showcasing your equipment, 
technology or services to an interested audience in the 
Solutions Center, you’ll have ample opportunities to share 
ideas with industry leaders in our educational sessions and 
build close-knit relationships at networking events.

Inquire about our flexible exhibitor and sponsor packages 
today at 630-320-5816 or sales@werc.org.

SAVE THE 
DATE!

WERC 41st

Annual Conference
& Solutions Center

May 6-9, 2018
Charlotte

Convention Center
North Carolina

Exhibit at WERC’s 
2018 Conference & 
Solutions Center
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