Lean Transportation
Management

Using Logistics as a Strategic
Differentiator

Mohamed Achahchah

£} Routledge

E Taylor & Francis Group

A PRODUCTIVITY PRESS BOOK



Contents

List Of FIGUIES ..oouiiiiiiiiiiiiiiicieiececetceece e xiii
List Of Tables ..ooueiiuiiiiieee e XV
INErOAUCTION 1.ttt ettt xvii
About the Author.........ccooiiiiiiiii xxi
Chapter 1 Lean.....ccooiiiiiiiiiiiiieieectee et 1
L1 THhe VOICES ..coviuiuieiriieieieieer ettt 2

1.1.1  Voice of the Customer.........ccccoevrerervreerenencnes 2

1.1.2 Voice of the Employee........ccceveunirrrernerrerercnnee 4

1.1.3  Voice of the Process.......ccceceveeuerrrencceinnenencnes 5

1.1.4  Voice of the BUsiness.......c.coevevueeerererererrererencnns 5

1.2 Lean ThinKing.......ccooeeevieinicniniciicncecccecen, 5

1.3 Lean Principles.....ccocoeouerrincccirinineeeeereeeeeeeeeeees 8

1.4 Lean Culture.....ccooeeieeieieieceeieereeeee e 8

1.5 Lean Leadership.....c.ccocoemnncrecirnincnccernecciciereceenens 9

1.6 Lean Tools. ..o 11

1.6.1 Breakthrough Improvement.........ccccccovueuueenee. 12

1.6.2 Continuous Improvement.........ccoceceevrvrecnnns 14

1.6.3  KaIZEN cvooiriiieiiciiecereceneeeeeeneeeeeeeeeenens 17

1.6.4 Value Stream Mapping .........cocoeeeucerrerreecrennees 21

1.6.5 Daily Management.........ccccoccvuveuemneernecunnennnn. 25

1.6.6  Problem SOIVING.......cccoeuieuricrrincrrccinecirienne 28

1.6.7 Standard Work.........cccoeereeriirninneceeens 32

1.6.8 55ttt 36

1.6.9  OVEIVIEW..ccovirieriiririerererieieeneneereneseneeseeseseeneenens 38

1.7 Lean Maturity ..o, 38

Chapter 2 Transportation .......c..ccceceeiiviiiiiiiiiiininiiiniceee 41
2.1  Location and Flow Types........cccooeeenivunecrneccrrercrennenes 44

2.2 Outbound Process ........cocoeoeeeeerereneeeeieireneeeeeeeereseseanns 47

2.3 InboUNd Process .......cccoeeveeurieereeesineeeeneeineeeseseseesenens 50

2.4 Shipment Preparation .........ceceeeeeveueuerencnecuerneneneneenens 50

vii



viii « Contents

Chapter 3

2.5 Transportation Modalities .......c.cocoeeuererencrceerenncnenes 54
2.5.1 Parcel and EXPress.......ccoccevecurevcreenceernecenenennes 56
252 Airfreight ..o 61
2.5.3 Road Transportation...........ccceceeerereeeeeeererccnes 72
2.5.4  Sea Freight .....ccoooeuviiicivciniiccnicciccce, 77
255  TraIN ot tceeeeeeeeees 83
2.5.6 Intermodal.......cooccvviincncinciccecieeeaen 84
257 OVEIVIEW...oiiivirerercicieieceeeeitteeeeseseseseseeees 85
2.6 Costs and Transit-Times.........ccccocvurivvniniricciiennininnn, 86
2.7 Incoterms® Rules.......ccccocvuriueicenerneeercenerneencenerneeennes 88
2.8 Trade Compliance .......cccceveeurecereneuerneecenecrneeeeereeeenenns 91
2.8.1 Documentation........ccoeevevrierererereireerenerenenenes 92
2.8.2  Customs Clearance.........ccooeeeureveueureecurecrenrennne 95
2.8.3  Supply Chain Security ........cccooveueureeurercrruncnnnn. 97
2.8.4 Dangerous Goods........cccccevueuriverruniennicrricnnes 99
2.8.5 Embargoed and Sanctioned Countries ........ 101
2.8.6 Local Authorities.......c.cocovveeeneeunecrrercrrenenenn. 102
2.9 Total Cost of OWnership......cccocerevevrereeerneeenenceeerennnn. 102
29.1 Cost and Budgetary Control..........c.ccccccuue.c... 104
2.9.2 Freight Payment and Auditing...........c......... 109
2.9.3 Spend Analysis......cccceveirniiinicinicinicniicnnnn. 111
Transportation Management.........ccoccevveviviienienennnn 113
3.1  Commodity Strategy.....ccccecveeureerreverrmrererneecrnecrenenenne 113
3.1.1 Build the Team and the Project Charter......115

3.1.2  Conduct Market Intelligence Research
ON SUPPHETS ..vueieiicreicicirecirece et 115
3.1.3  Strategy Development.........cccccccvvvivvrivcicinnce. 117
3.1.4 Contract Negotiation .........ccccceuvveviiiuiuincncnnne. 120
3.1.5 Supplier Relationship Management............. 120
3.2 Carrier Selection Process........c.ccoveeurereeeenecerinceeerennn. 121
3.3 Carrier Review Process........ccoceeuiiiciiiiicccccnnns 136
34 Complaint and Claim Handling .......ccccecccvevcurneuennee. 146
3.5 Network Optimization........cccceveveurieeicrncrneencrrerennnn 148
3.6  Benchmarking.......ccoccvieieniccnncnnicricreennee 150
3.7 OULSOUICING....cooimiiiiiiriirerereeeeeeeeee e 151
3.8 Sustainability ... 155
3.9 Quality Management System........c.ccocceureerricrrrcrenncee 156



Contents o ix

3.10 Transportation Management System............coccec.... 159
3.10.1  Master Data Management.............cccc....... 161
3.10.2  Complete Transportation Order ............. 162
3.10.3  Document Verification ........cc.ccceveueuneuee. 162
3.10.4  Order and Capacity Planning.................. 162
3.10.5  Order Consolidation.........ccccccveurirriununce. 162
3.10.6  Carrier Selection.......c..cccoeuveueuvecrrercueencnenn. 163
3.10.7  Non-Standard Order Management......... 163
3.10.8  Supply Chain Visibility..........ooccecorere 163
3.10.9  Proactive Shipment Monitoring.............. 165
3.10.10  Customer Service........cooeveuvviriienennirininns 166
3.10.11  FPA e 167
3.10.12  Tendering.......cococoeveeurecurenceennecrnecrennennne 168
3.10.13  Process Standardization ...........ccecceuuenee. 168
3.10.14 Reporting......ccocvvvvvivinivininiiniiinincninennas 168
3.10.15 Performance Reviews..........cccccoecuriurucunce. 169
3.10.16  Sustainability.......coccocenerievcininicicnnn. 169
3.10.17 Managed Transportation Services.......... 169
3.10.18 EDI and Interfacing........cocoevecurvrcueuncnecn. 169
3.10.19 TMS and MTS Providers........c.ccoueuuunee. 171

3.11 Transportation Management Maturity ................... 171
3.11.1  Category Strategy Development.............. 172
3.11.2  Supplier Evaluation and Selection........... 173
3.11.3  Supplier Quality Management................. 173
3.11.4  Supplier Management and

Development .......c..ceeeeceneuneeercrnereeenenens 174
3.11.5  Worldwide Sourcing.........ccccceecurvereuenec. 175
3.11.6  Human Resources .........cocecvevierererenennnns 175
3.11.7  Organizational Design.........c.ccccceueeurunnee. 176
3.11.8  Information Technology......c.ccccoeureuuc.. 176
3.11.9  Measurement.......cocovvviririeieieieisiineninenenns 176
3.11.10 Transportation Strategy..........c.ceeeeuenne. 176

3.12  Market Trends......ccocccvccuemvcenecincnnccecieecieenenn. 179

3.12.1  Fewer Trade Barriers but More
Regulations.......c..cccoeveeiviciniccivinicinicnnnen 180
3.12.2  Increasing Political Instability................. 180
3.12.3  Increasing Supply Chain Complexity.....180
3.124  Global Sourcing........ccccccovuvieuvicrriverenncnnn. 183
3.12.5  Omni-Channel Business Models............. 183



x o Contents

Chapter 4

3.12.6  New Centers of Economic Activity ......... 184
3.12.7  Segmentation .......c.ccccceeeeiveeercrerererererennne 184
3.12.8  Mergers and Acquisitions.........c.cccceuueec.. 184
3.129  Crowd Funding .......c.cccceceuveeuneccrnvrcuennenenn. 184
3.12.10  Share Economy........cccooveeeureueurecrrercuennenenn. 185
3.12.11  Mass Customization.........ccccevevererererennnes 185
3.12.12  Urbanization.........ccccccvveeunecurecrenrcuennenen. 185
3.12.13 Big Data/Open Data ......ccccoerverrrrunrnen. 185
3.12.14 Uberization and Online Logistics
Marketplaces.......ccoeveeeeeerenineeeirreeeene. 186
3.12.15 3D Printing ..., 186
3.12.16  RODOLICS....viviiiiiicicicc, 187
3.12.17 Internet of Things, Cloud Computing
and Industry 4.0 ......ccocevvevieivcrnernienncnnee 187
3.12.18 Crypto Currencies and Payments and
Block Chain Technology.......cccocccvuucunace 188
3.12.19  Circular Economy......cccccoeuviuvrvnirncicunnnn. 188
3.12.20 Resource and Energy Limitations ........... 188
3.12.21  Fair Trade.....ccoccuveuninicinciniciccinicicnn, 189
3.12.22  Sustainability......c.ccoccecevenievcninicicnn. 189
3.12.23  Safety....occiviiic e, 189
3.13  Risk Management.........ccoccueeevrureeernecunecrenserenneeennenes 190
Lean Transportation Management ........c.cccceceeevueennnnnne 193
4.1  Prepare for the Change........cccccccoovuvvivinininincnincnnes 196
4.2 Success Factors......oocveviicieicncceccnns 200
42.1 Lean Leadership ......ccocccovecurncerinccrnecunenee 200
422 Lean Value Stream Manager
Transportation .........cooeveeeeeeererererererenenes 201
423 Lean Value Stream Organization
Chart Transportation ..........cocveeveeeuncen. 202
424 Lean Metrics ..., 203
43  Transportation House of Lean .......ccocccvecurecurnnnee. 205
44  Reduce Waste: Lean Customer ..........ccoeueevrrurunnunne. 208
44.1 Develop and Deploy a Transportation
Strategy and Policy .......ccccocvucuvcinirnicnnce. 209

442 Collaborate with the Customer............... 209



Contents o xi

443  Pack Properly and Prevent Damages

AN LOSSES ...t 211
444  Improve Visibility ..., 212
445  Extend Order Cut-Off Times and

Customer Service Availability.........ccocco..... 213
4.4.6  Reduce Transit Times and Their

Variances.....ocveviiininiiiiiiiciciiens 213
4.4.7 Plan for Adverse Weather Conditions,

Peak Seasons, and Holidays...........ccccccouecce 214
4.4.8  Other..cccrcceececeeeeeneaes 214
Reduce Waste: Lean Finance.........ccceceeeeeveecenecerecnnn. 216
45.1  Consider Modal Shifts........cccooeeuruniurunicnnnaes 217
45.2  Consolidate Shipments.......c.ccocecerureueurecnnence 218
4.5.3  Set Up Tender Roadmaps........ccccooeuriuruunnce. 218
454  Negotiate Fuel Surcharge Costs................... 219
45.5  Leverage Purchasing Volumes.................... 219
4.5.6  Improve Loading Degrees..........ccccocuruuunee. 220
4.5.7  Applya TCO ToOl.....coceemviericrriireninnne 220
4.5.8 Do Not Accept General Rate Increases

and Price Indexations.........ccceveeeuveeeurecnnenes 221
459  Introduce Direct Deliveries .........c.ccccouueuucuce 221
4.5.10 Check the New Silk Route........ccccoeurureucunnce 221
4511 Other.rreeeee s 222
Reduce Waste: Lean Processes...........ccceuveeevrecunencnnee 226
4.6.1  Consider in- and Outsourcing................... 227

4.6.2  Implement Daily Performance
Reporting and ProActive Exceptions

MONitoring......ccooeeiviiicininiiciniicciiens 228
4.6.3  Level Out Demand........ccccccovuiivirininnnnnn. 229
4.64  Limitand Manage Returns.........cccccveuenee. 230
4.6.5  Optimize Vendor Inbounds ........c.ccccvuueuucece 231
4.6.6  Implement Smart and Re-Useable

Packing Material .......c.ccocceuvieurvcenccrnecnnnnes 232
4.6.7  Plan DOCKS ....ccovvviuerreernicrereecinecireceeineienenes 233
4.6.8 Other ..o, 233
Reduce Waste: Lean It........cccoovcevecnencrrenceeenccnnecnnns 236
4.7.1  Consider @a TMS....ccoceovverrreerecrrencerirerennenes 237

4.7.2  Use a Dynamic Carrier Choice System..... 238



xii o Contents

4.7.3  Automate and Digitalize More..........c.cc......
474 Consider a Yard Management System........
4.7.5 Use Online Transportation Market

PIaces .....cooviiiiiciciiiiccc
4.7.6  Other ...

4.8  Reduce Waste: Lean Organization..........ccccecccuuuceee

4.8.1 Hire Qualified Employees........c.ccccouceunuunnee.
4.8.2 Develop and Co-Operate with Carriers.......
4.8.3 Standardize Processes..........ccccoovuvurrurinninnn.
4.8.4 Install a Key Transportation Leadership

POSItion ...
4.8.5 Plan to Map all the Value Streams

and Value Stream LoOPS......cccvveveureecrneecnncee
4.8.6  Other....ociiricccceceeene

4.9  Reduce Waste: Lean Compliance.......c.cccooveeueueunene.

49.1 Sign a Carrier Quality Agreement..............
49.2 Expedite Customs Clearance Processes.....
4.9.3 Manage Transportation Risks.....................
49.4 Implement the Neutral Delivery Service......
4.9.5 Reduce the Carbon Footprint....................
4.9.6 Reduce Duties and Prevent Delays

and Penalties.......ccccceceviiiiiniiniiinn,
4.9.7 Take Advantage of Preferential Trade

AGreements ........cccceeeeeiiiinincnne
49.8 Act with Integrity, Honestly, Ethically,

and Support Fair Trade .......c.occoeeuveuniercnnne.



