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Executive Summary

Most companies are woefully inadequate in their automation and staff support for global
trade. To keep up with global trade growth and increased competitive pressures, corpora-
tions are finding they must make significant changes in how they run their global supply
chain operations. According to Aberdeen best practice research, among the most critical
areas that companies are revamping are:

e Supply chain visibility to increase the transparency and velocity of global ac-
tivities
o Business-to-business collaboration to improve supply/demand synchronization

e Trade compliance to ensure undisrupted movement across borders and take ad-
vantage of preferential trade agreements to lower total landed costs

e Risk management to ensure resiliency in face of supply chain disruptions

This report looks at these key improvement areas and how large, mid-market, and small
companies are building game plans for success. Trends in strategies for increasing logis-
tics agility are also addressed. The findings are based on benchmarks in May and June
2006 of more than 150 companies. Fully 45% of respondents were vice president or C-
level executives, with most others at a director of supply chain or manager level.

A Critical Lack of Global Supply Chain Automation

A lack of automation and visibility is handcuffing companies with longer lead times,
bigger inventory buffers, budget overruns, and continued demand-supply imbalances.
Three-quarters of respondents report they don’t have enterprise-wide automation for
global supply chain processes (Figure 1). On average, large companies report that their
global supply chains are only 50% as automated as their domestic supply chains.

Figure i: Technology Maturity Remains Dismal for the Global Supply Chain
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Some 79% of large companies say that the lack of supply chain process visibility is their
top concern. An astounding 90% of all enterprises report that their global supply chain
technology is inadequate to provide the corporate finance organization with the timely
information it requires for budget and cash flow planning and management.

To address these inadequacies, companies are moving away from building in-house ap-
plications and toward using commercial applications from a varied set of vendors, rang-
ing from software specialists to managed service vendors and logistics service providers.
In fact, custom-built applications rank first in current usage for global supply chain tech-
nology but drop to last place in popularity for new IT implementations. By comparison,
on-demand applications (also called “software as a service”) are used today by the least
number of respondents but rank second in popularity for future adoption.

Human Resources Shortages

Fully 87% of large enterprises and 64% of all respondents say their company’s staffing
for managing global supply chain and trade compliance processes is inadequate. This is
triggering increased attention on how to leverage business process outsourcing, managed
services, and logistics service provider expertise.

The Supply Chain Risk Management Gap

While 82% of companies are concerned about supply chain resiliency, just 11% are ac-
tively managing this risk. This action gap is one of the greatest weaknesses of current
corporate global supply chain strategies; it threatens the continuity of a company’s busi-
ness and sets the stage for gross margin erosion due to under-managed supply chain un-
certainty and risk. An emerging set of technologies and solution providers are helping
companies better assess risk and create contingency plans.

Recommendations for Action

e Extend supply chain visibility: Move to exception-based management of global
supply chain activities and slowly increase the number of milestones you moni-
tor. Start executing against a longer-term roadmap that adds escalation policies,
inventory pipeline visibility, mobile asset management, root cause analysis, and
financial settlement and financing integration.

e Scale business-to-business collaboration: The most productive collaboration
processes are collaborative forecasting, inventory management, and replenish-
ment, so focus on scaling those first.

e Go corporate-wide with trade compliance: Move toward a single corporate-
wide trade compliance platform and comprehensive origin and trade agreement
management. Smaller companies should look to on-line tools for restricted party
screenings and total landed cost calculations.

e Institutionalize risk management: Make risk assessment and contingency plan-
ning part of your standard operating procedure. Institute supplier remediation
programs for high-risk providers, and increase logistics and supply agility to im-
prove recovery capabilities.
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About
Aberdeen

Our Mission

To be the trusted advisor and business value research destination of choice for the Global
Business Executive.

Our Approach

Aberdeen delivers unbiased, primary research that helps enterprises derive tangible busi-
ness value from technology-enabled solutions. Through continuous benchmarking and
analysis of value chain practices, Aberdeen offers a unique mix of research, tools, and
services to help Global Business Executives accomplish the following:

e IMPROVE the financial and competitive position of their business now

e PRIORITIZE operational improvement areas to drive immediate, tangible value to
their business

e LEVERAGE information technology for tangible business value.

Aberdeen also offers selected solution providers fact-based tools and services to em-
power and equip them to accomplish the following:

e CREATE DEMAND, by reaching the right level of executives in companies where
their solutions can deliver differentiated results

e ACCELERATE SALES, by accessing executive decision-makers who need a solu-
tion and arming the sales team with fact-based differentiation around business impact

e EXPAND CUSTOMERS, by fortifying their value proposition with independent
fact-based research and demonstrating installed base proof points

Our History of Integrity

Aberdeen was founded in 1988 to conduct fact-based, unbiased research that delivers
tangible value to executives trying to advance their businesses with technology-enabled
solutions.

Aberdeen's integrity has always been and always will be beyond reproach. We provide
independent research and analysis of the dynamics underlying specific technology-
enabled business strategies, market trends, and technology solutions. While some reports
or portions of reports may be underwritten by corporate sponsors, Aberdeen's research
findings are never influenced by any of these sponsors.
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USA that both participate in and direct the most comprehen-
sive technology-driven value chain research in the

Telephone: 617 723 7890 market. Through its continued fact-based research,

Fax: 617 723 7897 benchmarking, and actionable analysis, Aberdeen

www.aberdeen.com offers global business and technology executives a
unique mix of actionable research, KPIs, tools,
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All rights reserved

June 2006

The information contained in this publication has been obtained from sources Aberdeen believes to be reliable, but
is not guaranteed by Aberdeen. Aberdeen publications reflect the analyst’s judgment at the time and are subject to
change without notice.

The trademarks and registered trademarks of the corporations mentioned in this publication are the property of their
respective holders.



	Executive Summary
	Table of Contents
	Figures
	Tables
	About �AberdeenGroup


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




