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Outlook 2016

T 
raditionally, at this time of year, it is custom-
ary for warehouse/DC management teams 

and professionals to be actively involved review-
ing, refining, and moving on those specific projects 
and initiatives geared to fulfilling their primary 
goals and objectives for the upcoming year. Oth-
ers, meanwhile, are charged with the responsibility 
to detect emerging trends and advanced develop-
ments that, once adapted, can move their facilities 
to even greater performance metrics.

Straddling these two important and essential 
initiatives, WERCSheet’s Outlook 2016 panel of 
industry experts were invited to offer their opin-
ions, based on their experiences and projects 
undertaken, as to what they consider the critical 
issue(s) needing attention by warehouse/DC exec-
utive and management teams this year. They also  

 
were tasked with the charge to outline/explain/
detail the approaches they recommend be taken 
to achieve positive and sustainable benefits, which, 
in many cases they shared and quantified. The 
panelists responded with thoughtful and realistic 
suggestions worthy of due consideration.

Contributors to WERCSheet’s Outlook 2016 
panel include: Steve Johnson, managing prin-
cipal, Johnson Stephens Consulting; Jennifer 
Pazour, Ph.D., assistant professor of industrial  
and systems engineering, Rensselaer Polytechnic 
Institute; Norman Saenz, managing director, St. 
Onge Company; Geoff Milsom, director, enVista; 
and Lawrence Dean Shemesh, president-CEO, 
OPSdesign Consulting. Their individual observa-
tions and insights follow…

www.werc.org

Five industry thought leaders share observations and insights 
on potential critical issues likely to impact the warehouse/DC 
sector this year.

http://www.werc.org
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optimization tools to site new or replace-
ment distribution/fulfillment centers, 
developing material handling equipment 
(MHE) systems to address growth plans and 
implementing designs quicker than ever are 
the key objectives.

Proper assessment and selection of MHE 
technologies, such as goods-to-person, high 
speed unit sortation, pick modules with zone 
divert conveyor systems, productive pick-
ing and order consolidation tools (light- or 
voice-directed or sight-directed work, etc.) 
ensures that service levels are attained while 
also achieving high after-tax return on invest-
ment (ROI) results.

Further, WMS and WCS systems that 
provide deeper functionality and flexibility 
continue to be in great demand. We are see-
ing a refreshed interest in labor management 
systems (including engineered standards 
and bonus incentive pay), particularly with 
real-time feedback capabilities.

Labor management systems (LMS) 
implementations are documenting produc-
tivity improvement and reduced labor costs 
of between 12 percent and 25 percent. 
With real-time feedback to associates, and 
through the use of “near real time” staff-
ing of work areas that result from the LMS, 
the results have been shown to increase the 
savings beyond 25 percent—up to 40-plus 
percent savings. This has reduced labor hir-
ing requirements in some overly competitive 
labor markets.

Additionally, order service time reduc-
tions, from implementing properly sited, 
sized and designed facilities are being 
achieved across broad ranges: improving 
from sometimes as much as ten-plus days to 
one to three days.

 
The millennial 
generation

Jennifer Pazour, Ph.D.
www.rpi.edu

The millennial generation has a major 
stake in defining both what the ware-

house industry needs to do, as well as who 

The
omni-channel  
distribution  
challenge 

Steve Johnson 
www.johnsonstephens.com

Effectively providing both e-commerce 
fulfillment and store-based distribution 

is going to continue as the most important 
retail distribution management team issue 
in 2016. Retailers are entering the year in 
a mixed economy, with e-commerce sales 
growing at a double digit pace, more cus-
tomers making purchases via mobile devices, 
and store sales running at lower single-digit 
growth rates.

Subscription-based online programs are 
popular. The large millennial generation is 
proving this: they shop online, and only go to 
the store if they can find what they want and 
in their size. There is pressure on retailers 
to focus on much better distribution cen-
ter and store inventory visibility through the 
web for millennials to find store-based retail 
relevant. 

We have seen an increased demand for 
the proper siting, planning, design and imple-
mentation of new e-commerce fulfillment 
centers to provide the in-stock position and 
best service levels to the customer. The com-
bination of providing this from omni-channel 
distribution facilities (facilities that pull from 
one unified inventory for stores and Internet 
sales) continues to be somewhat elusive.

While often discussed, retailers that 
support all channels through one unified 
inventory are still in the minority. Those 
that have west coast operations are making 
sure they move to implement facilities in the 
eastern U.S. to address service level require-
ments, and vice-versa. With (mostly free) 
ground service making up 80 percent-plus of 
shipments for our clients, fulfillment centers 
in the right locations are critical to combat 
very large retailers (Amazon) which offer 
unlimited two day service for low annual sub-
scription rates.

Solutions options pay benefits. Uti-
lizing leading edge supply chain network 

… WMS and WCS  
systems that provide 
deeper functionality 

and flexibility  
continue to be  

in great demand.  

mailto:wercoffice%40werc.org?subject=WERCSheet
http://www.werc.org
http://www.werc.org
http://www.rpi.edu
http://www.johnsonstephens.com
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tionally, these systems, which require supply 
chain and security, also will influence tradi-
tional warehousing and logistics operations. 

Initiatives that improve supply chain vis-
ibility, create increased transparency and 
security, and embrace technology, will create 
new capabilities and business opportuni-
ties for traditional warehousing and logistics 
operations as well. 

As an industry, we should position our-
selves as proactively leading the charge to 
provide increased customer service capa-
bilities by embracing new business models, 
technologies and the changing workforce. 

Information 
systems  
functionality

Norman Saenz 
www.stonge.com

For the past three-to-five years com-
panies have focused on lower cost 

improvement opportunities, including pro-
cess improvements, facility layout changes 
and lower cost equipment/automation 
upgrades. With much of the low-hanging 
fruit picked, improving “information sys-
tems” is a prime area of focus in 2016.

Improving the fundamentals is essen-
tial, but if these areas have been addressed, 
it is time to enhance the functionality of 
warehouse, yard, labor and transportation 
management systems (WMS, YMS, LMS, 
TMS).

In a recovering economy, accurate and 
real time information, highly utilizing ware-
house space, running an efficient workforce 
and providing superb customer service lev-
els provide competitive advantage. Also, 
the growing requirements for businesses to 
provide omni-channel fulfillment increases 
the pressure on operations and the need 
for advanced systems. The impact on 
operations to manage omni-channel and 
continued growth in e-commerce is primarily 
the need to process more frequent, smaller 
orders and same-day/next-day shipping.

will help getting it done. Specifically, the 
millennial generation is the warehouse indus-
try’s current and future customers, as well as 
its workforce.

From a customer perspective, millenni-
als are eager to do everything on their smart 
phones, and have very little patience for non-
value-added activities, such as waiting. This 
has implications for the warehousing indus-
try as it changes order profile structures 
and lead time expectations. Thus, distribu-
tion and logistics operations will need to be 
designed to be agile and responsive. 

The millennial workforce, who are 
interested in making an impact, skilled in 
technology and natural at identifying non-
value-added processes, seem like a great 
solution to meet such dynamic customer 
demands.

Sources available to achieve 
resource objectives. For a warehouse 
to be responsive to dynamic customer 
demands, as well as profitable, utilization 
of both physical and human resources is a 
high priority. An emerging way to achieve 
effective resource utilization in a dynamic 
environment is through the use of on-de-
mand peer-to-peer logistics systems.

These systems use a business model 
for the movement and storage of goods 
that matches resources owned by a group 
of independent users to demand requests. 
On-demand peer-to-peer logistics systems 
are part of the “sharing economy” and utilize 
technology platforms that are able to provide 
wide reach visibility into untapped resource 
capacity (such as warehouse space, trans-
port space and delivery services).

A variety of such companies have 
sprung up in all aspects of the supply chain. 
For example, FLEXE connects companies 
with underutilized warehousing capacity 
to companies that need additional space. 
Other companies facilitate crowd-sourced 
transport and delivery, like Deliv, Instacart, 
Amazon Flex and Cargomatic.

Further, on-demand peer-to-peer logis-
tics systems have the ability to improve 
resource efficiency by increasing visibility 
and accessibility of existing, idle resource 
capacities. They can reduce the costs associ-
ated with changing resource capacity, which 
allows companies to be more flexible. Addi-

… the millennial  
generation is the  
warehouse industry’s 
current and future  
customers, as well as  
its workforce.

An advanced LMS can 
earn a 10 percent to 
15-plus percent labor 
cost savings.

 continued on page 4

http://www.stonge.com
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Systems path toward improved pro-
cesses. Assessing system capabilities from 
receiving through shipping is the proper 
technique and should include the documen-
tation of current process and systems flows, 
the desired functionality and identification of 
system gaps. Developing the impact of fill-
ing these gaps with improved functionality/
systems and the cost of upgrading should be 
evaluated.

Improved TMS and YMS functionality 
assists in receiving, stocking and freeing-up 
dock space with efficiently planning/loading 
shipments. Moving product into and out of 
the warehouse is critical to having a smooth 
operation.

The WMS is the “heart” of the opera-
tion, enabling directed and task interleaving 
activities, maintaining accurate inventory, 
building efficient order waves and establish-
ing an optimum pick path. Also, the ability 
for advanced batching of orders supports 
processing orders with fewer line items 
and prevents unwanted congestion. Within 
an advanced WMS, or as a bolt-on solu-
tion, an enhanced product slotting system 
can increase labor productivity significantly 
within operations.

An advanced LMS can further optimize 
the labor force by providing improved staff 
planning, productivity reporting and visibility 
into the efficiency of operations.

Justifying systems investments. 
The improvement results of making sys-
tem advancements depend on the current 
system capabilities and gaps identified. 
Assuming there is a vast amount of system 
functionality gaps across the primary appli-
cations (WMS, YMS, LMS and TMS) there is 
a high ceiling for enhancements.

From implementing an advanced WMS/
YMS, companies can realize 25 percent to 
30-plus percent labor productivity improve-
ments, inventory accuracy reaching 99.9 
percent and improved space utilization. If 
moving away from a paper-based system, 
related upstream printing/sorting labor 
requirements are eliminated and paper costs 
are reduced.

An advanced LMS can earn a 10 per-
cent to 15-plus percent labor cost savings. 
There is, however, much work to establish 
the proper labor standards. Meanwhile the 

impact of a TMS on the warehouse is mostly 
within dock space efficiency gains, but 
throughout the supply chain it can save mil-
lions in freight spend. 

Further, also helping to justify the invest-
ment in these systems is the increase in 
the amount of options available and more  
competitive pricing models. The cost of 
these systems depend on the functional-
ity requirements, staffing levels, number of 
SKUs, transaction volumes and integration 
requirements.

Many software providers offer all of 
these systems, while others focus on spe-
cific solutions, requiring more integration. 
Systems can be “on-premise” or provided 
from the “cloud.” Systems can be licensed or 
paid using the “software as a service” (SaaS) 
model. The landscape is ever-changing, to 
the benefit of the consumer, with more sup-
pliers and acquisition options.

Dynamic order 
management 
processes

Geoff Milsom
www.envistacorp.com

There are several influences on supply 
chain operations for shippers and for 

3PLs in 2016, and depending on the industry,  
the answer changes. Speaking to trans-
portation and retail, where we spend time, 
omni-channel and e-commerce are putting 
tremendous pressure on shippers and 3PLs, 
largely due to systems constraints.

Over the last ten years, WMS and TMS 
implementations have helped companies 
achieve savings inside and outside of the four 
walls, but these systems were not initially 
implemented to meet unforeseen challenges 
created by more dynamic order manage-
ment processes. Consumers and clients are 
pushing shippers and 3PLs to take in orders  
from many disparate sources and ship them 
from the correct facility on unprecedented 
timelines and for the same or less cost to 
serve. Shippers and 3PLs have to either 
implement new systems to replace their 

… soft-cost  
opportunities, like  

visibility, … must be  
tied to revenue  

opportunities, and  
led by senior  
executives…

Outlook 2016  continued from page 3

http://www.envistacorp.com


5

JANUARY/FEBRUARY 2016  WERCSheet

 
Existing assets

Lawrence Dean Shemesh 
www.opsdesign.com

Continuing global economic uncertainty 
will likely curb long-term strategic ini-

tiatives in 2016, particularly those with light 
capital investments. Given the limited visibil-
ity  
horizon, I foresee a greater emphasis on  
targeted projects which leverage existing 
processes, infrastructures, systems and 
labor deployment.

Optimization efforts aimed at min-
imizing travel/touches, eradication of 
non-value-added elements and squeezing 
capacity/throughput out of existing assets 
will continue throughout the year. These 
operational efforts will be best achieved by 
a solid industrial engineering effort: Collect 
and analyze the data; develop alternatives; 
perform a comparative analysis of the iter-
ations; detail design the most favorable 
alternative; plan/execute implementation and 
measure results against the projected gains.

It’s not rocket science… just the needed 
horsepower and expertise to produce mea-
surable results.

Anticipated benefits. Results on 
these re-engineering (operational optimiza-
tion) efforts are largely based on the delta 
between current labor cost (per unit typi-
cally) vs. the post-implementation costs. It is 
not uncommon to carve 10 to 15 percent of 
the operational costs by optimizing slotting, 
leveraging WMS data, improving process 
logic and balancing inventory strategy.

Many companies are still hunkered 
down waiting for a clear picture of the 
future. However, forward-thinking executive 
managements continue to be focused on 
strategic and tactical initiatives that will add 
value, reduce costs, assure quality and com-
press time. 

older applications, or implement compli-
mentary tools to handle these changes.

Adapting a consultant methodol-
ogy. To determine your approach, first, 
document your current state processes and 
systems landscapes. If documented from 
previous implementations, refresh them 
as they have likely changed over the past 
several years or since their initial implemen-
tation. These change due to people changing 
jobs, bringing on or losing customer/clients, 
or due to mergers and acquisitions or carve-
outs.

Think about your near-term require-
ments and modify the current state 
processes and integration/systems land-
scapes, while considering how to make it 
flexible enough to meet the “unknowns.” 
Then create a business case with an ROI.

This may appear simple, but we have 
seen too many shippers and 3PLs react too 
quickly and create non-scalable solutions to 
the challenges they face today or tomorrow 
(or even yesterday). Once complete, deter-
mine how to use your currently deployed 
software or software from a current vendor 
to address your needs. Making large systems 
investments and changes are very risky. 

Obviously, the first benefit should 
be based on cost reductions. Making the 
changes should result in better service to 
the customer, but needs to have funding. 
We find shippers’ and 3PLs’ funding projects 
inside the four walls using transportation 
initiatives like proper carrier selection, mav-
erick spend elimination, shipment/load 
consolidation, mode switch, strategic carrier 
sourcing, freight/parcel audit and optimiza-
tion. 

Where soft-cost opportunities, like vis-
ibility, are at the top of the list, they must 
be tied to revenue opportunities, and led 
by senior executives, because the CFO 
will not approve them. We like to say that 
the hard-dollar savings will get the project 
approved, while the soft-cost ones like visi-
bility will get you promoted. 

 

… forward-thinking 
executive managements 
continue to be focused 
on strategic and  
tactical initiatives that 
will add value, reduce 
costs, assure quality 
and compress time.

http://www.opsdesign.com
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says Tim Stratman, president of Stratman 
Partners Executive Coaching (www.strat-
manpartners.com).    

In reality, though, networking is essen-
tial—simply doing your job, and even doing 
it well—isn’t going to get you where you 
want to go. “You have to reach out to oth-
ers and recognize that everyone has help,” 
Stratman explains. “It’s not just about putting 
your head down and doing your job. You’re 
just not going to get where you want to go 
on your own.”

This is where it sometimes gets tricky 
for supply chain professionals who are very 
execution-oriented. “Dismiss relationship 
building at your own peril,” says Stratman. 
“It’s interesting that many top-level sup-
ply chain executives don’t come from the 
profession. The right mindset has to be in 
place.”

Once an understanding of the why is in 
place, it’s time to focus on the how. Strat-
man argues that the traditional way of 
thinking about networking—making as many 
connections as possible—deemphasizes the 
key component. “It should be about building 
relationships,” he says. “Relationships that 
will teach you things and offer you opportu-
nities.”

That might mean a shift in mindset, says 
Stratman. Rather than focusing on large net-
working events where you can meet lots of 
people but not really “dig deep,” you need to 
understand that people matter. That means 
fostering relationships. “In smaller set ups, 
you can figure out how other people can 
benefit from your knowledge and vice versa,” 
he advises. 

The New Rules of Networking
It’s all about relationship building.

It’s not what you know;  
it’s who you know.

T 
hat old adage has persisted for 
decades now, and while it certainly 

has some truth to it, there’s a right way and 
a wrong way to network. And in today’s 
fast-paced, somewhat disconnected world, 
understanding and playing by the rules can 
make all the difference. 

The whole idea of networking can be 
intimidating and professionals often associ-
ate negative feelings with it. “It’s a word that 
can sound manipulative and mechanical,” 

6

“… Building  
relationships  
means looking for 
opportunities to  
help others” 
– Tim Stratman

http://www.stratmanpartners.com
http://www.stratmanpartners.com
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through LinkedIn,” Stratman maintains. “You 
can make contact with someone there but 
it shouldn’t be a primary way to communi-
cate.”

Stratman points out that many high-
level executives don’t even use the platform 
and argues that the lack of real relationship 
building there is why. “You’re just not going 
to find the depth you need on social media,” 
he says. Instead, opt for the face-to-face, real 
world relationship building that has served 
professionals well for decades.

Networking today may look different 
than it did yesterday, but making the most 
of it is still in your best interest. “It’s not a 
numbers game,” says Stratman. “It’s about 
building relationships with the right people 
where you can both positively impact each 
other.” 

and discuss an issue he or she has been hav-
ing and you know someone who can help 
with it, follow up with an email containing 
that person’s contact info and perhaps even 
an introduction. Be the professional who 
offers service. You’ll find a large return on 
your investment down the road.

The role of social media
LinkedIn and other social media tools 

have gained big traction in the past five years 
or so. Many professionals believe they are 
essential to modern-day networking. Strat-
man isn’t as convinced, however. “Social 
media can be a double-edged sword,” he 
explains. “It can be an ambiguous place to 
make initial contact.” But is it worth much 
more than that?

“You aren’t going to build relationships 

Another way to change your networking 
mindset is to recognize that you encounter 
networking opportunities every day, both 
outside and inside your core job. Stratman 
recommends exposing yourself to plenty of 
people meeting opportunities in a variety of 
settings. This could be as diversified as your 
children’s school or sports activities, a reli-
gious venue, or even the pick-up basketball 
game you play each week at the gym. Each 
setting is a chance to build and deepen rela-
tionships. 

Building relationships means looking for 
opportunities to help others, says Stratman. 
“When you meet people, ask questions and 
find ways to help them,” he says. “If you have 
a mindset of service, you can follow up with 
your new contacts after.”

For instance, if you meet a new contact 

Myth Busting
There are many myths surrounding networking, says Tim Stratman, president of Stratman Partners Executive Coaching, and operating 
with the wrong understanding can hamper career progress. He set the record straight on several of these recently in his presentation at 
CSCMP’s annual conference. Myths he busted:

MYTH: It’s all about networking  REALITY: It’s about relationships

MYTH: Relationship building is primarily a skill  REALITY: It’s a mindset

MYTH: The more the better  REALITY: It’s about how many enriching relationships you have fostered

MYTH: I need to feel comfortable working the crowd  REALITY: Relationship building is intimate

MYTH: Great relationships can be built in cyberspace  REALITY: Build relationships in the real world

Introvert?  
You Can Network, Too
For an introvert, there’s nothing more 
off-putting than going into a crowded 
venue and “working” it. Modern day 
networking is about so much more 
than that, however, and this can actu-
ally work to an introvert’s advantage. 
Introverts are usually good listeners 

and good listeners build strong relationships, which should be the 
goal of effective networking. 

Career-building website Monster.com offers up these tips for 
the introvert in the crowd:
▪ Volunteer at events—This puts you behind the scenes and in 

smaller settings, a great way to network in and of itself. You’ll be  

 
more likely to meet others one-on-one in this setting, generally a 
much more comfortable place for an introvert.

▪ Arrive early—Don’t like trying to move in on already estab-
lished groups or conversations? Be among the first to arrive at an 
event and those groups won’t yet be established. Early arrivers 
avoid straggling in and looking for others with whom to strike up 
a conversation.

▪ Keep your goals small—Don’t plan to go home with 25 new 
business cards. Instead, set a goal of meeting five people and 
really getting to know those five. You’ll be more comfortable and 
also may get more mileage from those deeper relationships.

▪ Don’t go into the event planning for a new job lead—Look-
ing for and asking about job opportunities can be awkward. 
Instead, look for opportunities to help those you meet. In the 
end, this will serve both your career and your crowd anxiety well. 

http://Monster.com
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“Ten years ago, consumers didn’t view speed 
as a criteria for delivery,” he says. “But then 
Amazon started to recognize the impor-
tance of speed and began using it as a 
differentiator.”

When consumers met the same price on 
the same product but could get it faster via 
Amazon, that’s where they went. “It became 
a point of contention for companies and 
everyone had to start figuring out how eco-
nomically they could deliver at faster 
speeds,” Tompkins explains. “It got estab-
lished in the consumer mindset.”

These days, says Tompkins, speed of 
delivery can be broken down into three basic 
categories: In a major city, one day; in a  
middle-sized city (think Harrisburg, Pa.) two 
days; and in rural America, around three to 
four days. “The customer expectation with 
Amazon Prime is next day,” Tompkins says. 
“With Alibaba, it’s a two-day delivery window 
just about across the board.”

When you look at the numbers, close to 
half of the U.S. population is near the top 40 
to 50 cities. Another 20 to 25 percent of the 
population is near the middle-sized cities, 
and then the remaining 30 percent is in rural 
America. “The old hub and spoke network is 
not going to work,” says Tompkins. 

Companies like Amazon 
and Alibaba are  
transforming the way 
everyone operates.

A 
t the end of another holiday season 
punctuated by high-speed delivery, 

it can be hard to remember back to just a 
decade ago when no one expected pack-
ages the day after they placed an order. Or 
even a week later, for that matter. But com-
panies like Amazon and Alibaba have 
changed the rules and today, it’s the norm.

In fact, same-day delivery is becoming 
relatively run-of-the-mill in some locations, 
and one-to-two hour delivery windows 
aren’t so far off in the future in some cases. 
Then there’s the cost of delivery: consumers 
expect it now and they expect it delivered 
free over a certain threshold. In other 
words, today’s supply chain is not your 
grandfather’s supply chain.

Jim Tompkins, CEO of Tompkins Inter-
national (www.tompkinsinc.com) says this 
is the effect of the industry titans—those 
being Amazon, Alibaba, and Walmart Stores, 
Inc. All have had game-changing impact on 
how companies operate their supply chains. 

The Changing Face of Supply 
Chain Operations

http://www.tompkinsinc.com


president and CEO of Murphy Warehouse  
in Minneapolis (www.murphywarehouse.
com). “For instance, the paper industry 
often requires a two-hour turnaround and 
we’ve been able to handle that for a long 
time.”

Still, the changes in retail and some 3PL 
DC locations have its rippling effect across 
the industry. “We’re seeing retailers wanting 
to work with facilities that are located closer 
to big cities,” he says. “Amazon just opened 
a big DC near here and that does impact real 
estate costs.”

The impact is also being realized in the 
small parcel delivery industry. “UPS and 
FedEx worked successfully with a hub and 
spoke approach for years,” says Tompkins. 
“They could afford it with their volume.” 
Tompkins says the model still exists but that 
it’s being challenged by the fact that Amazon 
can deliver cheaper than a 3PL or UPS. “The 
holiday peak made it even harder because of 
the high volume,” he says. 

The small parcel shippers have tradition-
ally handled the volume spikes by throwing 
additional labor at the problem. “This is 
expensive and the small parcel shippers  
have to cover their costs by raising rates,” 
he says. 

9
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Instead, companies are building large 
fulfillment centers near metro centers in 
order to manage quick delivery. This is gen-
erally coupled with a local regional provider 
for a one-two punch. When DCs are located 
near larger cities, they can perform 
high-density delivery. This might amount to 
20 to 40 deliveries per hour as opposed to 
10 to 15 per hour to those middle-sized cit-
ies. “Locating near large metro areas allows 
for high-density deliveries, keeping costs 
down,” Tompkins explains. “In the middle 
sized markets, the tendency is to go to a pick 
up location and this is a model that is evolv-
ing as we speak.” On the rural level, 
companies pre-sort in large sortation cen-
ters and then deliver to a handful of post 
offices for the final mile delivery. The good 
news, says Tompkins, is that this is a low-
cost approach, as low as under $3 per box.

The ripple effect
Companies outside of the retail environ-

ment have dealt with the rapid delivery 
demands for years, far ahead of their coun-
terparts in retail and e-commerce. “We 
don’t feel that pressure to shorten up our 
delivery windows because we’ve been there 
for years anyhow,” says Richard Murphy, 

“Locating near large 
metro areas allows for 
high-density deliveries, 
keeping costs down.”
– Jim Tompkins 

continued on page 10

http://www.murphywarehouse.com
http://www.murphywarehouse.com
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The Changing Face of Supply Chain Operations continued from page 9

Methods like fuel surcharges, charging 
by dates shipped (surge pricing) and 
charging by the size of the parcel are all in 
play. Tompkins says these are all inefficient 
approaches. “These practices can’t continue 
into the next couple of holiday seasons 
because the small parcel shippers won’t be 
profitable like this,” he says. “They will have 
to come up with counter offensives.”

Then there is the question of how 
smaller retailers will continue to survive in 
the shadow of Amazon, Walmart Stores, Inc. 
and Alibaba, who can leverage their size and 
variety. Companies like Kohl’s and Macy’s are 
paying prices in the $10 range per box for 
delivery, but are only able to charge $5. Their 
hope is that density will grow and help offset 
costs, but with competition like Amazon, 
that’s a tough bet right now. “The titans have 
great pricing, fast delivery, and big variety,” 
says Tompkins. “It’s a great business model 
and makes for many happy customers.”

Smaller companies must rework their 
approaches if they are to stay alive. “There’s 
no question that the retail industry is going 
through big turmoil right now as it figures 
out how to operate in this faster paced 
delivery environment,” says Murphy.

The next few years promise to be telling 
as a shakeout seems inevitable. One thing 
remains certain, however: the consumer has 
come to expect rapid delivery and compa-
nies who can’t keep up will find themselves 
left in the dust of the titans. 

… the consumer has 
come to expect rapid 
delivery and compa-
nies who can’t keep 

up will find them-
selves left in the 

dust of the titans.

SIDEBAR: 

Will Amazon Launch its Own Shipping Network? 
If there’s one topic that has been making the rounds on the logistics rumor mill, 

it’s whether or not Amazon will take the leap and establish its own shipping network. 
As the company has made its delivery windows increasingly smaller and faster, logic 
holds that by developing its own network, it can serve every market in the United 
States. The question is whether or not that logic will play out.

Amazon currently works through small parcel carriers UPS and FedEx, along with 
the U.S. Postal Service. The potential move to set up its own shipping network would 
be a cost-based decision, driven by the fact that its shipping costs are higher than its 
shipping revenue. In 2014, Amazon’s shipping costs exceeded $8.7 billion, yet shipping 
revenue stayed under $5 billion. 

Also potentially at play is Amazon’s desire to control its own shipping destiny, 
rather than relying on partners. The company’s holiday season 2013 was famously 
marked by late shipping performances involving partners UPS and FedEx. 

Well-known financial analyst Colin Sebastian of RW Baird recently speculated that 
Amazon would be entering the 3PL industry in the near future, citing the fact that 
Amazon could find a $5 billion opportunity simply by capturing 1 percent market 
share in various industry segments. 

Amazon currently operates 165 fulfillment centers around the globe. It has over 
280 million active customers and effectively leverages its size via its ancillary services. 
The company’s Marketplace (a third-party endeavor) leverages the scale of its e-com-
merce traffic and supporting fulfillment infrastructure, a good proving ground for 
future shipping intentions. 

A survey of the CEOs of the largest 3PLs in the industry by Robert and Kristin 
Lieb, published in Supply Chain Quarterly, “Is Amazon a 3PL?,” 3Q 2014 issue, revealed 
that 17 of 25 view the retailer as a potential competitive threat. This group pointed to 
six specific areas where Amazon could have an impact on a competitive level: 

1. By offering shippers a broad range of services 3PLs already provide

2. Amazon’s existing platforms support the entrance of new shippers  
and Amazon has the potential to capture those new shippers demand  
for services.

3. If an Amazon trucking fleet were to support that of other companies it 
would be a threat to 3PLs with a focus on the transportation niche.

4. Amazon’s B2B expansion via Amazon Supply could capture many 3PL  
customers.

5. Amazon could potentially leverage its cloud technology investments to 
become a clearinghouse for large shares of e-commerce.

6. Amazon could be in the process of becoming a 3PL.

Currently, the domestic parcel delivery market is worth $80 billion in the United 
States. It is dominated by small parcel shipping companies UPS, FedEx and DHL. 
Whether or not Amazon could capture a significant portion of that market remains to 
be seen. 
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Conference Preview
Many of the 2016 conference sessions will provide new  
insights into hot topics. Here are some examples:

Crowdsourcing and Collaborative  
Warehousing & Logistics  
MODERATOR: Jennifer Pazour, PhD 
  Assistant Professor, Rensselaer Polytechnic Institute
PANELISTS:  Karl Siebrecht, CEO, FLEXE, Inc.  
  Brett Parker, President & Co-Founder, Cargomatic

Dual Channel Distribution— 
Planning for Growth: Alex and Ani Case Study  
Lawrence D. Shemesh, President & CEO, OPSdesign Consulting
Steven Linn, Senior Supply Chain Executive, Alex and Ani 
Robert Muller, Senior Engineer and Consultant,  
 OPSdesign Consulting

Horizontal Collaboration: Getting Started in the U.S.  
Sven Verstrepen, Sustainable Logistics & Horizontal Collaboration  
 Pioneer, Business Developer & Entrepreneur, Tri-Vizor

Leveraging Existing Technology to Achieve  
Transportation and Warehouse Savings  
Geoff Milsom, Director, enVista
Katie Blanchard, Senior Manager–Transportation, CVS Health 
Matt Arnold, Director of Transportation and Trade Compliance,  
 Sephora 

Process Optimization Beyond WMS  
Chuck Snyder, Director of Distribution, Cigars International
Ed Frantz, Senior Account Manager, Lucas Systems
Tim Talarico, Senior Director EDS, enVista LLC

Reverse Logistics 101  
Sandy Smith, General Manager Reverse Logistics,  
 DHL Supply Chain, Johnstown, NY Return Center

Diana Evans, Divisional Operations Manager,  
 Specialty & Reverse Logistics, Walmart Stores, Inc.

Site Selection:  
What to Remember and What to Avoid!  
MODERATOR: Kevin McGowan SIOR, CCIM 
  President, McGowan Corporate Real Estate Advisors
PANELISTS: Timothy Feemster 
  President, Foremost Quality Logistics
  Mario Camardella, International Marketing Specialist, 
  Virginia Economic Development Partnership
  Richard Hollander, Executive Vice President, 
  Society of Industrial and Office Realtors
  Mark Beattie, Principal, Hickey & Associates

Slotting Master Panel: Distribution Leaders Tackle 
Slotting Challenges & Emerge Victorious  
MODERATOR: Dan Basmajian, President, Optricity Corporation
PANELISTS: Maike Sievers, Director Logistics Planning, Sales &  
  Marketing, BLG Logistics, Inc.
  Jim Doyle, Facility Team Leader (General Manager)– 
  North Atlantic Distribution Center, Whole Foods Market

Transportation Procurement Trends  
Ryan Focke, Senior Transportation Manager,  
 Kroger Corporate Logistics

Best Practices in 3PL-Shipper Relationship  
Management 
MODERATOR: Elijah Ray, EVP of Customer Solutions,  
  Sunland Logistics Solutions

PANELISTS: Chuck Johnston, Director of Reverse Logistics,  
  The Home Depot

  Scott McWilliams, Chief Customer Officer, OHL

  Paul Nugent, Director, Logistics, Kohler Co.

The conference schedule is in development. The sessions 
listed here are confirmed, but not yet scheduled. Check  
the website regularly for up-to-the-minute session and 
schedule information. 

werc.org/2016
Watch Your Email
Every year, we ask members to help us compile annual  
data for warehouse performance measures for the  
DC Measures report by filling out an online survey. That 
request will be coming out soon. Please help us out (as 
you have in the past) and respond to the survey. It’s your 
experience that helps us all keep our eyes on continual 
improvement. 

     
           Michael Mikitka, WERC CEO
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“The continuing education alone is worth attending.”
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1100 Jorie Blvd., Suite 170
Oak Brook, IL 60523-3016

When it comes to industry continuing education and topics, only the most 
practical information will be included at the 2016 WERC Conference. Here’s  
a sample list of industry topics that will be presented and the companies  
that will present them:

CONFERENCE  SPONSORS
CHAMPION  SPONSORS

BENEFACTOR  SPONSORS

   

PATRON SPONSORS

PRESENTING COMPANIES
Ahold USA
Amway Corporation
Cigars International
CVS Health
DHL Exel Supply Chain
Kohler Co.
Kroger Corporate Logistics
New Balance Athletic Shoes
Ocean Spray Cranberries, Inc.
Optricity Corporation
Penguin Random House, Inc.
Scotts Miracle-Gro
Sephora
Starbucks Coffee Company
The Home Depot
Walmart Stores, Inc.
Whole Foods Market
Yankee Candle

INDUSTRY TOPICS
P  Just-In-Time (JIT)
P  Continuous Improvement
P  Augmented Reality
P  Relationship Management
P  Crowdsourcing & Collaboration
P  Disability Inclusion
P  Simulation
P  Horizontal Collaboration
P  Ergonomics
P  Metrics
P  Omni-channel Customer Experience
P  Reverse Logistics
P  Site Selection
P  Slotting
P  Labor Management
P  Sustainability
P  Women @ WERC

werc.org/2016

More than 80 sessions to choose from!
See more session samples, as well as the conference location info, 
hotels, and what beautiful Providence has to offer... 

http://www.werc.org

