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How a third-party logistics compoﬁg_
challenges the status quo

aizen is the Japanese word that translates
into English as “continuous improvement.” In
practice, the kaizen strategy encourages com-
panies to continually improve all aspects of
their service structure to achieve the highest
business standards and best results possible. The word has
great significance to Erlanger, Kentucky-based Transfreight, a
premier third-party logistics provider that engineers lean sup-
ply chain solutions for a broad spectrum of customers.

OPERATIONS BEGAN IN CANADA

Founded in 1988, the company began by tackling logistics
problems at Toyota Motor Manufacturing Canada, Inc. in
Cambridge, Ontario. This experience helped open doors to a
wide range of other manufacturers, including Bosch, Suzuki,
Yamaha, and Emerson Climate Technologies. Over the past
several years, Transfreight has experienced 15 to 20 percent
annual growth, and expects to double its revenues in the next
five years.

“We solve logistics problems, working as both a lean
logistics provider and consultant,” said David Burns, Chief
Operating Officer of Transfreight. “Our focus is on helping
each customer on a one-to-one basis to understand their
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supply chain needs and then to reduce their total logistics
cost, rather than just their transportation costs.”

“Transfreight doesn’t do cookie-cutter solutions; we cus-
tomize each solution for each customer,” said Burns. "We focus
on all their inventory and transportation-related costs, and then
leverage our kaizen culture to apply the right mix of tools, tech-
nologies, and processes to reduce their operational costs.”

The company employs several key strategies to invigorate
customers’ supply chains. For example, customers may have
suppliers who ship fairly small volumes of inventory. Rather than
Transfreight working with the suppliers separately, they work to
combine those suppliers’ shipments with shipments for other
customers, creating efficiencies that benefit all involved.

TECHNOLOGIES ENHANCE, EXTEND EXPERTISE

To help customers connect their manufacturing processes and
supply chains, and create efficiencies, Transfreight has developed
its own multi-module Integrated Design Suite (IDS™) to quickly
and effectively design transportation networks and their compo-
nents using vast constraints and business rule logic. One module,
the Crossdock Resource Optimizer (CRO™), creates highly effi-
cient floor layouts that help improve parts flow, while minimizing
the large staging areas of traditional crossdocking.



“The CRO module enables us to generate many ‘what
if’ scenarios that lead to benefits for the customer in terms of
lead time reduction, handling time reduction, and schedule
definition and flexibility,” said Burns. “It's helped us to be a
leader in maximizing crossdocking benefits for customers.
We also use other best-of-breed software packages devel-
oped by others. Our expertise and track record in both strat-
egy and operations helps us get the most benefit and leverage
out of the tools we use.”

Another strategy that Transfreight is using to create effi-
ciencies for customers is utilizing and expanding its logistics
solutions centers. In these specialized facilities, the company
provides crossdocking, as well as a range of other “facility
services” such as sequencing, returnable container manage-
ment, and repack. “We've found that offering a variety of ser-
vices that are then tailored for each customer is best,” said
Burns. “For example, our three facilities near CAMI's Ingersol|
plant provide the right mix of crossdocking, sequencing, and
aftermarket parts distribution services for that customer.”

INDUSTRY CHALLENGES AND STRATEGIES
TO MEET THEM

Burns observed that there is considerable consolidation in the
logistics industry now, especially in trucking. Transfreight has
not been impervious to the challenges facing most logistics
providers with an asset-based component to their operations,
which include rising fuel costs, driver shortages, and chang-
ing government-mandated safety regulations and equipment
specifications.

“Since transportation revenues account for a large por-
tion of our total sales, we pay very close attention and con-
tinuously innovate,” he said. “Rather than buying another
trucking company, we've used the strategy of customizing
our services by creating and incorporating an owner/operator
division, which provides a cost-competitive trucking solution
for several of our customers.”

“Transfreight is a stable, privately held company, and is
not at risk of being bought out by large public corporations
and having the strength of our culture diluted,” noted Burns.
“"We see some of our competitors consolidating and expand-
ing their services through acquisition. Since we're focused
primarily on manufacturing companies throughout North
America and growing steadily by serving each customer fully,
I don’t see us changing our status or basic plan.”

A second strategy that Transfreight is using to meet evolv-
ing industry challenges is significantly expanding its pack-
aging design and management service offering, which helps
customers reduce their total logistics cost. “We started devel-
oping packaging solutions for one customer five years ago,
and now offer a wide range of such services,” said Burns.
“Proper packaging affects the ergonomics and the safety of
parts, and can cut costs and add value to each segment of the
supply chain.”

Further evidence Transfreight is planning to succeed now
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and to build the foundation for future success is through geo-
graphic growth, e.g., in areas such as the opportunity-rich
southern region of the U.S. Burns said the company has also
moved its offices in Mexico to a new location to accommo-
date customer account growth there. Because Transfreight is
a subsidiary of Mitsui & Co., Ltd., a large, publicly traded
investment, trading, and services company with numerous
other logistics entities from Europe to India to China, there
are opportunities for the company to support its customers
globally.

"Keeping the right balance of aggressive growth and en-
suring that we're continuing to serve current customers the
way we both expect is a top priority,” Burns commented.
"We're selective about who we work with and have turned
down attractive business if we believe there isn’t a good
match between our companies or if the timing isn't right.”

Burns credits Toyota for teaching Transfreight much of
what they know and practice regarding both lean manufac-
turing and logistics. “We've worked closely with them for
over 19 years now,” he said. “That relationship, as well as
our experience with many other manufacturers, has taught us
that no one solution works best for every business.” 8
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