
For too long, global logistics man-
agement (GLM) has been the un-
glamorous stepchild in U.S.-based
corporations, according to John
Fontanella, senior analyst for B2B
marketplaces at Boston-based AMR
Research. Until recently, its practi-
tioners have played second fiddle
to sales, marketing and opera-
tions, which is where most
ambitious professionals con-
sidered the real business
action to be. But since most
Fortune 2000 companies now
derive at least 40 percent of
their revenues from overseas
markets, with a significant number
of small- to medium-size enterprises
(SMEs) following suit, GLM is
shaping up to become the
Cinderella of corporate disciplines.

Beyond sales, companies increas-
ingly are sourcing products from
international suppliers to both
import finished goods or compo-
nents for American consumption,
and to better serve overseas customers.
Consequently, companies are under
mounting pressure to service cus-
tomers in far-flung regions, and in so
doing, are figuring out how to stay
on top of myriad import/export 

regulations, taxes, tariffs, restrictions
and currency shifts.

“[Global logistics management] 
has been coming into its own with 

the growing magnitude of interna-
tional sourcing of products and the
growth of international revenues 
in companies’ bottom lines,” says
Fontanella.

New game rules

The new, double-barreled eco-
nomic realities of digitization and
globalization have introduced new
rules of the game. The objective: to
operate more quickly, accurately

and transparently. “Customers are
more impatient than ever,” says Beth
Enslow, vice president of Strategic
Initiatives, Descartes Systems
Group, Waterloo, Ontario. “They
want visibility – a sharper trans-
parency – into the supply chain.

And in many ways they are 
bringing the sensibilities of their
B2C experience to the B2B
environment,” she says.

The global economy, in
short, is requiring firms to
master the art of multi-point

international distribution, and
to do it in a user-friendly man-

ner, for customers throughout the
channel of distribution. 

Rising visibility

Proof of GLM’s rising stature is
demonstrated by who within the
corporate structure takes interest in
global logistics management issues.
Paul Brody, vice president, Business
Development at Reston, Va.-based
ClearCross, says that it is common
today for the CEO or other senior-
level corporate executive to be
involved in selecting and purchasing
global eCommerce software, while
“just two years ago, we would prob-
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ably have met with a director or
perhaps a vice president.”

The company’s ClearCross
Network uses XML-based messages
to link businesses with ClearCross
engines that provide immediate
answers to the regulatory, financial
and logistics questions surrounding
cross-border trade, along with
details about essential services, such
as customs agencies, freight for-
warders, carriers, banks and insur-
ance companies. 

Under a strategic alliance signed
last year, ClearCross’s Network
services are being integrated with
the Ariba Commerce Services
Network (ACSN) to provide buy-
ers, suppliers and market makers
with the fully-delivered cost of

items sourced from around the
globe, prior to order commitment.

Alex Gonzalez, director of
Business Development at Ariba,
notes that “people tend to focus on
the exchange of a commodity or
product between the buyer and the
seller. But if you think of a transac-
tion as an end-to-end lifecycle,
there is an entire set of processes
associated with delivering the prod-
uct to the buyer that makes the
transaction possible.”

A complex pipeline

When the transaction involves
moving goods across borders, the
process becomes much more com-
plex. Transportation, warehousing
and distribution arrangements need

to be made. Multiple government
regulations must be satisfied. And
landed costs must be monitored
while overseeing the performance
of carriers and service providers in
the distribution pipeline. If those
complexities are not adequately
addressed, the costs of moving
goods can increase by multiples of
the commodity costs, not just by
incremental amounts of 10 or 15
percent.

“eCommerce has done a good
job of providing the commodity
costs; [it does not adequately
account] for other international
transaction costs,” contends
Gonzalez.

“Over the past year, there has
been an increasing focus on the
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logistical component of electronic
commerce, in which the business
processes of transportation and ful-
fillment are integrated and syn-
chronized with buyer-seller rela-
tionships. eCommerce technology
has increasingly begun to empha-
size the fulfillment challenges of
completing electronic transactions
and their requisite transportation

components. That is why we are
forming alliances with companies
like ClearCross and Descartes,”
Gonzalez explains.

Moreover, eCommerce is letting
smaller companies get into a space
that has heretofore been dominated
by only the largest players in the
economy.

Track and trace

“Through Web-hosted logistics
services, SMEs now have access to
information content and function-
ality that they could never afford 
on their own,” states Fontanella.
“They can access content sites to
get the necessary information on
shipping, landed costs, and other
expenses. With web-hosted ‘track
and trace’ services, they can moni-

tor the flow of their goods [in the
supply chain].”

Tracking and tracing are just
two elements of content manage-
ment that Fontanella says should be
left to experts on global logistics.

“Most of the time it’s more cost-
effective in the long run to go to an
outside service than to build your
own [capability].”

Whether they’re used by SMEs
or by larger enterprises, these serv-
ices allow companies to evaluate the
total costs of sourcing from suppliers
in one place versus another.
Consequently, there is a growing
recognition that offerings like the
Ariba Commerce Services Network,
Descartes’ Internet-based Global
Logistics Network and the
ClearCross Network, can integrate
transportation carriers and service
providers into the entire buying
and selling process, to reduce ineffi-
ciencies in the global movement of
goods (see Building a Digital Silk
Road).

Globalization and the Internet
are forcing traditional notions of
the supply chain to evolve. “It is no
longer good enough to be a verti-

cally integrated enterprise, or to
just set up integrated supply chains
with domestic players,” explains
Descartes’ Enslow.

For a growing number of com-
panies, tight collaborative links
need to be established throughout
the world. Take Cisco as a case in
point. “Only half of Cisco’s prod-
ucts are ever actually touched by
Cisco employees’ hands,” Enslow
says. Much of the work is done in
Malaysia and then brought in
through Mexico to be delivered to
U.S. customers.

“It’s very challenging to manage
all of the components of an enter-
prise, including transportation,
warehousing and distribution, in 
a centralized fashion,” observes
Gonzalez. “There are also many
costs associated with maintaining
visibility of inventory as it moves
through the supply chain to the
end customer. New eCommerce
technologies can not only drive
down these costs and reduce ineffi-
ciencies, but they also can be used
to redefine business processes. This
potentially can have an exponential
impact on the costs associated with
the global movement of goods.

“What does all this mean in
practice? First of all, “if you’re
going to be a serious player in eCom-
merce, then you have to play in the
global market,” asserts Mariano
Ferrari, CEO of Healthy Discounts,
Austin, Texas, a web-based supplier
of vitamins and food supplements.

“When we started out 18 months
ago we didn’t even know that,” he
explains. “But we were getting 
e-mails from Singapore and we didn’t
even have the site up yet. We didn’t
know what Singapore accepted,
what paperwork was required, or if
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anyone we were dealing with was
on a restricted list. We contacted
ClearCross, which promised that
they would come up with a
solution for us. In just 18
months, we’ve gone from
nothing to almost ‘point-
and-click.’ Now we can
deliver to someone’s
house in about a week,
anywhere in the world.”

Best practices

The Internet provides
an ideal platform for car-
rying out the best practice
strategies of global logistics
management. The web and
on-line communications pow-
erfully enable better connectivity
among trading partners, buyers,
suppliers and transportation
providers.

The Internet also allows for effi-
cient monitoring of transactions.
Information about purchase orders,
shipment location and status of
goods en route, and estimated
times of arrival can be looked up
and fed into the planning and cus-
tomer relationship management
systems to increase efficiencies and
reduce costs.

“A strategy that is particularly
relevant for SMEs is accessing web-
hosted logistics services that are
becoming available for documen-
tation and other relevant informa-
tion,” says AMR’s Fontanella.
“This strategy allows them to
reduce their dependency on
[expensive] service providers, such
as freight forwarders.”

The best global eCommerce
service providers have a set of trade
planning tools that allow compa-
nies to compare tariff and tax rates

among
countries
and see how their
costs would be affected depending
on where they procure or where
they set up shop.

“Shipping a cargo container
from one country to another can
cost up to $400 for the paperwork
and customs delays,” explains
ClearCross’ Brody. “Using our soft-
ware can cut about 85 percent off
the cost of cross-border transactions
through paperwork automation
and accelerated customs process-
ing.” Generating all the documents
and compliance checks needed for
an international shipment can go
from a 30 to 60 minute activity, to
a 5 to10 second activity.

Ariba and its partners are being
linked to provide buyers with “total
end cost visibility,” which gives
them the total delivered cost of a

trans-
a c t i o n

before they
actually execute the

order, according to Gonzalez. “Our
partners provide the mission-criti-
cal information for cross-border
trade,” he explains. “They do the
legwork to capture and categorize
all the costs associated with mov-
ing goods from one country to
another.”

Meanwhile, Ariba’s Commerce
Services Network helps companies
with everything from sourcing to
transportation procurement, facili-
tating and accelerating the relation-
ship between buyers and sellers –
and ultimately helping the buyer to
purchase products at a lower price.

Lane Cooper and Mark Kagan are
with the Washington News Bureau,
Washington, D.C. Contact them at
www.washbureau.com.

Last September, Descartes Systems Group (Waterloo, Ontario)
and Ariba teamed up with AsiaDemand, Inc., Los Angeles, to build a

Virtual Trading House to support trade and logistics with the People’s
Republic of China. Together they will provide end-to-end trade, procurement,

finance, risk management and logistics services, with a focus on offering services
to companies involved in the trade of industrial goods and services. 

Buyers, suppliers, and B2B marketplaces using AsiaDemand’s Virtual Trading
House will have access to a variety of logistics and fulfillment services available from
Descartes that they can integrate into the transaction process. Planned services
include global visibility of order status, exception-based performance monitoring,
total landed cost calculation, delivery optimization, and Internet-based transportation
management. These services are available to users on a subscription and/or trans-
action fee basis.

“We will also have access to the Ariba and Descartes global networks of
buyers, suppliers, B2B marketplaces, shippers, carriers and other members

of the global logistics community,” says Vijay Fozdar, president and
CEO, AsiaDemand. “Connection to these networks has the potential

to attract new business for organizations throughout China
and help us and our customers better collaborate with

trade and logistics organizations between
China and the world.” 

BUILDING A 
DIGITAL SILK ROAD
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