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	Better visibility returns control of corporate logistics to centre

	In 1940, world trade accounted for 7% of world GDP; today it accounts for 30%. 

So effective supply chain management has become more important than ever.

As well as the drive to perfect physical supply chains, CFOs and their teams are enjoying a greater influence. These two factors together are enabling companies to achieve greater visibility and control over the financial aspects of global trade management.

One direct result of this scrutiny has been the change in character of corporate logistics. Historically, these departments were viewed as decentralised, autonomous teams that tended to work with local [MR1] suppliers and service providers at a purely tactical level.

But now industry-leading companies are moving back to a more centralised model. Corporate logistics is becoming viewed as a function that can deliver services to the wider organisation by coordinating efforts among distributed business units, integrating the efforts of 3PLs and global trading partners, and creating a culture of measurement and performance improvement in line with board-level expectations.

The results of this shift are dramatic.

For multinational organisations, millions of dollars'-worth of savings have been identified simply from establishing a single control centre for global logistics operations. In addition, contract negotiations are being harmonised; compliance is being improved; the supply base is being rationalised; and manual processes are being eliminated to avoid duplication, error and costly delays in getting goods to market.

As in many instances of business process change, technology has an important role to play in supporting the corporate logistics model.

Consider the issue of managing logistics contracts and supplier performance.

As supply chain networks expand, so the number and complexity of contracts with trading partners multiplies. In many cases, these agreements are paper based, manually administered, and rarely audited.

The cost to business is huge. A recent report stated that US businesses overpaid suppliers by $5.25bn (t4.2bn) in 2005, with less than 50% of that ever likely to be recovered. On the other hand, by deploying integrated contract management systems, multinational companies can enforce standardisation on items such as freight pricing, carrier selection and billing that allow the corporate logistics team to optimise shipping, reduce total transport spend, audit supplier transactions and provide detailed reports on both internal and trading partner performance.

One leading consumer electronics retailer wanted to shift its supply base from 90% domestic to 90% international, but had difficulty co-ordinating its replenishment operation with the now geographically disparate network of suppliers and trading partners.

So the retailer's corporate logistics team used an online visibility and event management system to develop a standardised communication process with each party to track key milestones from international order to warehouse receipt.

The tracking process gave replenishment staff real-time visibility of what stage in the supply chain each order was at. This in turn enabled them to respond immediately to new orders, successfully meet customer demand by proactively allocating inventory in transit, avoid expediting costs, and reduce total delivered costs.

This argument may seem to fly in the face of progressive logistics outsourcing and the capabilities of global 3PLs. But in our experience, the two trends are, in fact, complementary. A better organised, more efficient corporate logistics team is more likely to work effectively with its lead logistics provider for mutual benefit and success.
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