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If 2020 and the outbreak of the Covid-19 pandemic were like an earthquake, “Everyone has become aware of how vulnerable global supply
shaking and fracturing the foundations of many supply chains, then 2021 has chains are,” says Dr. Thomas Lieb, Chairman of the Supervisory
been like an ocean tsunami that follows an earthquake, causing additional pain Board of Hellmann Worldwide Logistics and former CEO of Schenker

and disruption. (he is also a member of Transporeon’s Advisory Board). “We have
also learned the importance of having real-time visibility of

One year ago, we couldn’t wait to put 2020 behind us and start anew in 2021. Yet, what is happening in your supply chain. You cannot avoid
in some ways, this year has proven to be just as challenging as 2020, especially disruptions in the supply chain, but when your CEO asks
in transportation. you ‘Where is our cargo currently?’ you need to have a

good answer available.”
Congestion and delays at ocean ports; trucking capacity constraints and driver
shortages; surging transportation costs, especially with ocean and trucking rates; “Most importantly,” Lieb adds,

rising fuel prices; the list goes on.

What have we learned over the past 20 months? For Hermann Ude, former CEO of DHL Global Forwarding and Member of the
Board of Deutsche Post AG (and current Chairman of Transporeon’s Advisory
Board), the biggest lesson learned is that “there are things we should have done
earlier, but now it’s evident they need to be done.” In particular, “logistics needs
to become more data-driven” to achieve smarter and more efficient utilization

and allocation of capacity, for example.

"@@j “The Covid-19 pandemic has been a test scenario for what is coming
N /‘t%;' with climate change,” says Ude. “It has been a catalyst for better use
e mﬂ ![

) \i' of data and digital solutions to make more informed decisions.”
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‘ This past year has also strengthened the belief among industry
& ( / stakeholders that very large opportunities for improvement still
\ . 4 exist in transportation.
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In a survey we conducted in October 2021 with more than 280 shippers, carriers,
and logistics service providers from around the world, 73% of the respondents
believe there exists a “Very Large” or “Large” room for improvement in the way
transportation processes are designed and managed. This is an increase from
the 2020 survey where we asked the same question. For example, a greater
percentage of respondents this year (25%) believe there exists a “Very Large”
room for improvement in the way transportation processes are designed and

managed compared to last year’s respondents (18%).

When you consider the current way transportation processes are designed and
managed — everything from procurement through planning, load tendering, track
and trace, appointment scheduling, freight audit and pay, etc. —

how much room for improvement do you believe still exists overall?

Digital Supply Chain

5% 5%

Very Large room Large room for Moderate room Small room for Very Small room
for improvement improvement for improvement improvement for improvement

[ 2020 2021
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If you had to pick one, which supply chain is more broken, the physical or the
digital one? In other words, which one do you believe is more to blame for

the current issues in the industry?

The Physical
Supply Chain

The Digital
Supply Chain

“It’s obvious,” says Dr. Lieb, “it’s currently the physical supply chain that is causing
all the headaches, which is why building trustful and reliable relationships with
your supply chain partners, having real-time visibility, and taking care of your

people are so important.”

A supply chain executive from our Indago community offered this perspective:

“I selected ‘physical’ as the supply chain that is most struggling, but both are
struggling. But I think shortcomings in both aspects result in material impacts on
the physical side, but not the reverse. Said another way, if we can improve the
digital supply chain, then the physical supply chain will also improve.”
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Overall, “Ocean ports” topped the list of physical supply chain components that

are most broken, or need the most fixing, selected by 55% of survey respondents.

“Trucking” (50%) and “Labor” (44%) ranked second and third, respectively.

Ocean ports

Trucking

Labor

Trailer / Container /
Chassis management

Road infrastructure

Rail

Warehousing

Other (please specify)

Airports
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5%

5%

Select 1 - 3 responses.

44%
32%
22%
19%

19%

20% 40%
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55%

50%
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“Lack of data sharing/transparency between trading partners” topped the list of

digital supply chain components that are most broken or need the most fixing

among survey respondents, gaining 58% of the vote. “Lack of real-time visibility

to orders, shipments, and assets” (46%) and “Lack of electronic connectivity

with trading partners” (42%) ranked second and third, respectively.

Lack of data sharing / transparency
between trading partners

Lack of real-time visibility to
orders, shipments, and asssets

Lack of electronic connectivity
with trading partners

Lack of optimization capabilities

Lack of business intelligence
(Bl) and analytics capabilities

Lack of process
automation capabilities

Other (please specify)

0%

Select 1 - 3 responses.

58%

46%

42%

34%

31%

27%

3%

20% 40% 60%

% of Respondents Selecting

The lack of data sharing and transparency is a key contributor to something else

that is broken in the industry: a lack of trust between trading partners.
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A much greater percentage of Carrier/3PLs “Strongly Agree” with the statement
compared to Shippers (20% vs. 4%).

Do you agree or disagree with the statement

i n S u p p Iy C h ai n S when dealing with people across your supply chain?

Do you agree or disagree with the statement “you can’t be too careful” when

dealing with people across your supply chain? 4%

Strongly agree
20%
More than half of survey respondents (55%) either “Agree” or “Strongly Agree” 51%
H 13 ] ” H H Agree
with the statement that “you can’t be too careful” when dealing with people 39%
across your supply chain. In contrast, about a quarter of respondents (24%)
23%
either “Disagree” or “Strongly Disagree” with the statement. Undecided -
(o]
Do you agree or disagree with the statement Disagree 19%
when dealing with people across your supply chain? 17%
3%
Strongly disagree
2%
0% 20% 40% 60%
Responses 2%
Shippers Carriers / 3PLs
ﬁﬁ 0% 25% 50% 5% 100% In terms of who is trusted the most or the least, 51% of survey respondents

. . 113 1 113 H ”
Strongly agree B Agree B Undecided B Disagree B Strongly disagree rated their trust level with “Internal Colleagues” as “High.” At the other end of

the spectrum, only 13% of respondents rated their trust level with “Technology
Companies” as “High”, with 24% rating it as “Low”. That said, the majority

of respondents (62%+) rated their trust level with all stakeholders (except for
“Internal Colleagues”) as “Moderate.”

10 11
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Overall, what is the level of trust you have

with following stakeholders in your supply chain?

Suppliers 70%

Customers

Logistics Service
Providers

Technology
Companies

Internal Colleagues

62% @ 5%
(in other functions) . -

I Moderate

“These results do not surprise me,” says Dr. Lieb. “Historically, lack of trust
was built into the business model of forwarders. The more volatile and less

transparent the market, the higher the profits for the forwarder.”

An Indago member responded with sarcasm to these findings; “l trust my
suppliers to miss deadlines, my carriers to be delayed in transit, and IT to
never give me what | need. I'm pretty rarely surprised as a result.”

TRANSPOREON

Here are a couple of other comments submitted by Indago members, who
are all supply chain and logistics executives from manufacturing, retail, and
distribution companies:

“Maybe I’'m willfully naive, even as lapproach 60 yrs. old, but | believe most people
are trustworthy.

People trust one another more when they know each other better. | try to know
something about the people | work with, both internally and externally, and
| want them to know something about me. That sort of relationship leads to
trust and confidence. As far as actions that can erode trust, #1 is dishonesty. If

someone lies to me, | will never trust them again. Period.”

Empathy builds the most trust;
bad data erodes trust the most.

Mr. Ude is not surprised by the survey results either. “| can confirm the diagnosis,”
he says, “and the response is more sharing of data and information, as well
as joint optimization. All of these solutions that are available now, like real-
time freight visibility and Transporeon’s Trust Center, are valuable because they
provide transparency, they are an investment in building more trust. Having
everyone looking at the same data will enable joint optimization, which was not

possible in the past.
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“When | was at DHL, it was us telling the clients how the quality was and we
were managing the exception codes. Clients had no control or visibility over the
data. Now they can see for themselves how their supply chain and partners

are performing.”

Dr. Lieb adds that there are two ways to build trusted relationships: “First, you hire
reliable and trustworthy people, and second, by having reliable and high-quality
data. Having greater visibility to real-time shipment status, accuracy of invoices,
damage claims, and so on will play a bigger role in selecting your partners.”

The need to become more data-driven in logistics, as Mr. Ude commented earlier,
and the need to gather and share reliable and high-quality data across supply
chain partners, as Dr. Lieb states above, is driving another trend in the industry:

14
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the World Anymore

In 2011, the entrepreneur and investor Marc Andreessen famously stated that
“Software is eating the world”. Over the past decade, however, we’ve witnessed
logistics networks and technology platforms coming together (via M&A, in many
cases) to enable broader and more powerful network effects. This trend seems
to be accelerating too. Therefore, does Andreessen’s quote need to be updated,
that it’s not just software eating the world anymore, but the combination of
software with connected networks?

“Every stakeholder in the supply chain can have great software internally,” says Mr.
Ude, “but connecting everyone is also important, and scale really matters”
—that is, achieving a critical mass of connected shippers, carriers, and data. “It’s

network data along with predictive capabilities that will lead to a better world.”

“Historically, the business model of logistics service providers was dominated by
having a global network and people on the ground,” adds Dr. Lieb. “Economies
of scale has always been important.

We’re seeing a lot of mingling and collaboration between
technology companies and LSPs, as well as an increase in investments by

venture capitalists in the industry.”

15
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When selecting a transportation management system (TMS) or logistics service

provider partner, how important is the size and scope of their logistics network?

More than three-quarters of the survey respondents (77%) said that when
selecting a TMS or logistics service provider partner, the size and scope of their
logistics network is either “Important” or “Very Important.”

When selecting a transportation system (TMS) or logistics service provider
partner, how important is the size and scope of their logistics network
— that is, the number of carriers, shippers, and other trading partners
connected to their network, across different modes and industries,

and the number of transactions executed annually on their network?

Responses 17% | 2% 3%

0% 25% 50% 75% 100%

[l Very important [l Important [ Moderately important [l Slightly important [l Not important
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A greater percentage of Shippers (83%) said that it was either “Important” or
“Very Important” compared to Carriers/3PLs (73%).

When selecting a transportation system (TMS) or logistics service provider
partner, how important is the size and scope of their logistics network
—that is, the number of carriers, shippers, and other trading partners
connected to their network, across different modes and industries,
and the number of transactions executed annually on their network?

Shippers 0%

Carriers / 3PLs 19% | 5% 3%

0% 25% 50% 75% 100%

[l Very important [l Important [ Moderately important [l Slightly important [l Not important
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Interestingly, a greater percentage of “Rest of the World” (ROW) respondents
(80%) said that it was either “Important” or “Very Important” compared to
North America respondents (57%). However, two-thirds of North America
respondents were Carriers/3PLs, compared to 42% of ROW respondents,

so this difference in profile likely influenced these results.

When selecting a transportation system (TMS) or logistics service provider

partner,

North America 6%

16% 2% 2%

0% 25% 50% 75% 100%

Very important [l Important [ Moderately important [l Slightly important [l Not important

Why is the combination of software with large networks of connected trading

partners important for shippers and carriers? Simply put, these platforms will help

them achieve their desired outcomes more quickly, efficiently, and intelligently

than ever before.

TRANSPOREON
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Enable Greater Visibility & Match Freight

Demand with Capacity More Efficiently

The top three desired outcomes in terms of total votes received in this year’s

survey were the same as last year. “Enable greater visibility to real-time demand,

rates, & capacity” topped the list, followed by “Match demand with capacity

more efficiently” and “Eliminate manual & paper-based processes”.

If you could redesign or enable new transportation processes,

Enable greater visibility to real-
time demand, rates & capacity

Match demand with
capacity more efficiently

Eliminate manual &
paper-based processes

Reduce / eliminate empty miles

Reduce carbon footprint
Facilitate collaborative shipping
(i.e., sharing capacity/matching

lanes across shippers)

Minimize / eliminate dwell time

Other (please specify)
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120

107

100

80

14

50
100 150

Total Votes

158

200
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Looking at the percentage of “#1 Desired Outcome” votes, topping the list this year

was “Match demand with capacity more efficiently” (25%), followed by “Reduce/

eliminate empty miles” (21%), which took last year’s top spot. The fact that these

two desired outcomes swapped places in this year’s survey is not surprising when

you consider how much tighter trucking capacity has become this year.

If you could redesign or enable new transportation processes,

Match demand with
capacity more efficiently

Reduce / eliminate empty miles

Enable greater visibility to real-
time demand, rates / capacity

Reduce carbon footprint

Facilitate collaborative shipping
(i.e., sharing capacity/matching
lanes across shippers)

Eliminate manual &
paper-based processes

Minimize / eliminate dwell time

Other (please specify)

0%

25%

21%

14%

12%

11%

9%

6%

2%

10% 20%

% of “#1 Desired Outcome” Votes

30%

It is worth noting that “Reduce carbon footprint” moved up one spot in the

rankings compared to last year, from fifth place to fourth place. Does this mean

that transportation executives are getting more involved with helping their

companies achieve their sustainability objectives?

N
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Supply Chain at the

Dr. Yossi Sheffi, Director of the MIT Center for Transportation & Logistics,
commented in an October 2019 LinkedIn post that “No self-respecting company

is without a sustainability strategy, and at the center of these strategies lies the

supply chain.”

“Everyone is looking at the hardware side of things, like electric vehicles,” says
Mr. Ude. “But we have 20% of trucks running empty, another 10% that are not
fully loaded, and you have trucks idling while they wait to be loaded or unloaded.
However, you can achieve 65% of the Paris Agreement 2030 targets by leveraging
data to eliminate this waste and inefficiency — and you’ll save money too by

reducing fuel consumption.
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“Sustainability is more than global warming,” says Dr. Lieb. “It’s also about
poverty, fair wages, child labor, responsible sourcing, and other things.
Transportation is a main contributor to CO2 emissions around the world, which

is why the logistics industry is in the spotlight in political discussions today.”

Dr. Lieb adds, “However, you can’t just look at transportation; you have to look
at the design of the entire supply chain, and you can only design a supply chain

with low CO2 emissions if you have the data available.”

Mr. Ude concludes by saying, “If you invest now, if you are quicker in applying
data, if you are quicker in using digital solutions and connecting to networks

to reduce empty miles and eliminate other sources of waste and inefficiency,

—

N
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https://www.linkedin.com/pulse/mystery-center-sustainability-universe-yossi-sheffi/
https://www.linkedin.com/pulse/mystery-center-sustainability-universe-yossi-sheffi/
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