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Practicing for the Best 
Experts find logistics trends often mistaken for true best practices in managing enterprises
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Family-owned workspace products manufacturer Haworth outsourced its NAFTA qualification processing in order to automate and speed export documentation that could reduce duties paid on 85 percent of the company's exports.

It may have seemed like the best practice at the time to the company, but Haworth hardly got the result it was looking for.

"It was a lot of data management just to get (the service provider) the data they needed to do the analysis," said Haworth Project Manager for Global Logistics, Trade and Compliance Marilyn Dykstra. "It was very cumbersome and costly." 

Eventually, Haworth selected Management Dynamics' trade compliance and documentation system to bring the NAFTA qualification process back in house, avoiding $1.2 million in duties and saving $225,000 a year from eliminating costs associated with outsourcing. In the meantime, the company got a lesson that outsourcing might seem like a natural "best practice" for companies hoping to cut costs and streamline processes, but it's not that cut and dried.

"People who manage the supply chain need to understand that they're managing to meet the company's goals, not their own metrics," said John Fontanella, senior vice president of supply chain research at Aberdeen Group. Fontanella and Vice President of Enterprise Research Beth Enslow released a report in January, "Best Practices in International Logistics," that demonstrated yesterday's best practice can too often turn into tomorrow's developmental road block.

"Five years ago, people were just starting to talk about visibility," Fontanella said. "Now they're talking about sense-and-respond."

What turns a recommended tactic into a best practice can change. Political and regulatory environments affect international logistics, which must juggle competing, contradictory and momentary trends among scores of governments. Capacity and infrastructure heavily influence land and sea transportation best practices, encouraging some strategies when conditions are favorable to shippers while discouraging others.

The only constant, says Fontanella, remains in the IT department. "You almost can't talk about an efficient global supply chain without talking about technology," he said.

From modern transportation and warehouse management systems to radio frequency identification and other hardware, technology enables real-time transparency and visibility into increasingly remote and variable portions of global supply chains. Technology also opens new opportunities in process integration and organizational collaboration that lets executives and managers think about old problems in new ways.

Yet technology remains only a means to the shippers' end of cost savings and improving returns. Often bottom line returns are harder for CFOs and other executives to quantify than top-line cost cutting, Fontanella said. Current best practices - as implemented by Haworth, Management Dynamics and seven other shippers profiled in Aberdeen's report - concentrate on using technology for transparency into shippers' operations to give them more controlled flexibility over supply chains. The idea is to be nimble so shippers can swap logistics services and products in and out as quickly as needed, Fontanella said.

One of technology's most valuable attributes is its ability to enable businesses to work together in new and unanticipated configurations. Bringing a shipper's transportation department in line with its finance, operations and human resources is only half the story. Using technology to further align these with outside freight forwarders, customs brokers, road, rail, ocean and air carriers may open to doors to new savings and even profit opportunities.

But only if the shipper is ready to explore those options, Fontanella said: "The CFO is very skeptical of any promises on cost savings that is said will show up on the bottom line."

Technology benefits tend to be harder to quantify and take longer to show up in financial statements than simply reducing head counts. Relying solely on technology to cure a company's supply chain ills creates headaches of its own. Fontanella notes an Aberdeen report last year indicated 75 percent of shippers surveyed said their supply chain technology investments prevented them from being flexible enough to achieve the company's objectives.

Education is one link that often is missing, Dykstra said.

In implementing Management Dynamics' trade compliance and documentation technology, Haworth realized the significance of educating employees but also suppliers and other supply chain partners about the importance of the new system to both them and the workspace company.

"It's a continual evolution, and part of that is the knowledge base, a better understanding of what's needed by people who are involved in the process," Dykstra said.


