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about face

Wal-Mart refocuses inbound transportation initiative;
ready to discuss various options with vendors

al-Mart launched a program in mid-2010 to

reduce costs and deadhead miles, leverage

the retailer’s logistics skills and scale, and
improve visibility and control of its merchandise by
taking control of deliveries of inbound freight. The
company believed it could find opportunities to do the
work better and at a lower cost than vendors could do
under prepaid freight terms.

The shift to increased use of freight-collect terms
by the world’s largest retailer worried shippers that
had been trying to leverage their volumes to secure
attractive carrier pricing. For shippers that had spent
years optimizing their freight network and negotiating
preferred rates, the threat of losing control of their
freight to one of their largest customers became a
major issue. When program details were first released,
there were reports that Wal-Mart was using some
fairly heavy-handed tactics in its discussions with ven-
dors, both in terms of not really negotiating as to what
would be the best overall transportation decision, and
in asking for larger than acceptable “allowances” for
picking up the freight against the contractually de-
fined price that included transportation.

Greg Forbis, a senior director in Wal-Mart’s in-
bound transportation group, announced at the
CSCMP annual conference in Philadelphia that the
world’s largest retailer has made some changes to the
program. In an unusual about-face for Wal-Mart,
Forbis stated that Wal-Mart realizes that “every situa-
tion is unique,” implying that Wal-Mart will discuss
various options with its vendors and look for the best
total solution, instead of simply mandating that a ven-
dor move from a prepaid to collect freight program.

Some suppliers had efficient transportation opera-
tions that Wal-Mart was hard-pressed to improve.
“One of the key learnings was that we weren’t as good
as they were in some cases,” Forbis said. Wal-Mart’s
discussions with suppliers on changes to its inbound
transportation were “a very open book,” with discus-
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sions of how to reduce costs and improve supply net-
works, he said. “Some wanted to share, some didn’t
want to share. Those who didn’t want to share, we just
kind of move on and go to the next supplier and say,
‘What are our opportunities?””

Nevertheless, Forbis made a strong case that in
many situations, the vendor would benefit about as
much as Wal-Mart from making the transition. He
noted that many vendors, for example, want to focus
on manufacturing and branding, and are happy to
leave logistics execution to Wal-Mart. Recognizing
this, Wal-Mart has focused on smaller suppliers where
the retailer can bring its scale and expertise to bear.

He also said that Wal-Mart’s vast transportation
network, including some 6,500 dedicated trucks and
56,000 trailers, covering almost every area of the
North America, could reduce total transportation
costs because its network density and buying power
may result in lower costs, especially in terms of using
vendor freight to reduce empty miles travelled, or pro-
duce better consolidations. He noted, for example,
that Wal-Mart has a number of consolidation DCs
that combine less-than-truckload shipments from ven-
dors into full truckload shipments to its stores. For
lower volume shippers, this can create an opportunity
to reduce costs and improve transit times.

Wal-Mart said it was actively soliciting both new
carriers to its network and third-party freight that
may have nothing to do with Wal-Mart business. He
also said Wal-Mart is actively seeking freight moves
acting in effect as a common truckload carrier. It
would use those shipments again to gain better over-
all network efficiencies and optimization, and to re-
duce empty miles. CT&L

For more supply chain commentary from Dan

Goodwill and other industry experts, see the blog
section on www.ctl.ca.
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