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What is Value?

Warren Buffet once argued, “Price is what you pay, but value is 
what you get.”  Yet, for  leaders in product manufacturing, supply 
chain and development, the role of value is more complicated 
and nuanced.  Many agree that value is a function of quality, 
speed, reliability and cost which when managed together, can 
ignite organizational resilience.

 

Let’s start with quality, which is often measured in terms of data 
accuracy, timeliness, completeness, product or service availability 
when expected, and defects. Quality of service or product easily 
differentiates businesses in any economy. Therefore, it is important 
to assess the key functions and operations in your business that are 
producing at the highest level of quality and customer service. 

Speed is measured in terms of time, a function of the flow. Peri-
odically assessing and tracking speed helps your business better 
understand how long a given task may take to get completed 
and the general flow of efficiency…or the lack thereof. Evaluating 
speed is a beneficial task as it allows organizations to understand 
which tasks are taking longer to complete and why. 

Reliability is evaluated by how often you do what you plan or prom-
ise, and is measured in carrier capacity, ETA, data exchange, ex-
ceeded customer expectations and response to defects. Can you 
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What is Value?

COST
• Spending less
• Ability to charge for a service

SPEED
• Faster
• Less total time 
• Flow

• Surprise and delight 
• Available when promised
• Ability to believe and make 

decisions based on "intelligence" 
of the platform

• Accuracy
• Negotiation
• Speed of action
• Speed of knowledge 
• Capacity blocks
• Process change
• Optimization & design
• Modal conversion
• Route guide performance

QUALITY

RELIABILITY

QUALITY

SPEED

RELIABILITY

COST

COMPANY 
CONFIDENTIAL

Capitalizing on Value in Material Logistics
OCTOBER 19, 2020

1

FreightVerify’s end-to-end 
visibility platform provides 

supply chain managers 
with the most advanced 
insight in the industry.



assess if a workgroup, person, or process is behaving appropriate-
ly? If the answer to this question is yes, it is important to understand 
what makes this person or process reliable. If the answer is no, it 
may not be a person problem but a process issue or vice versa.

Cost is about reducing expense by implementing alternatives or 
process improvements, which are often nuanced and challenging 
to project.  While considering material logistics, most focus on two 
primary cost drivers, freight and inventory.  Physical inventory is an 
investment cost and also an item on the balance sheet; when ad-
justing inventory, be sure to consider upstream and downstream 
affects, including freight costs. 

By exploring each of these drivers of value – and understanding 
the interdependence and trade-offs between these elements – a 
modern organization can be more resilient to external, environ-
mental (and often unanticipated) disruption.  Why is resilience im-
portant? The more resilient an organization, the more effectively it 
can navigate disruption in its operations and supply chains, turn-
ing risk into opportunity.  In fact, a recent McKinsey survey of man-
ufacturing and supply chain professionals found that 93 percent 
plan to focus on resilience in their supply chain.

How do you focus on improving an organization’s resilience to 
these external forces? It starts with a candid and direct conversa-
tion about value.  Here’s how you do it.
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FOCUS ON RESILIENCE IN 

THEIR SUPPLY CHAIN.
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5 Steps to Structuring a Conversation about Value

The following framework presents a thoughtful and proven 
methodology for structuring conversations about value.  First, we 
start by Discussing Value Drivers; we explore a few key questions 
to open the discussion.

We then focus on Defining Customer’s Openness to Change. This 
section supplies you with an additional set of questions that you 
can use as a template to understand your customers’ willingness 
embrace process and organizational change.

We then shift focus to how you can add Value to your Interconnected 
Work Partners. To do so, we first delve into Understanding your 
Customer’s Vision of Change. This section covers six areas: Finance, 
Purchasing, Operations, Quality, Logistics, and Sales, each of 
which are interconnected and depend on the flow of materials, 
data and insight from its partners in the manufacturing process.  
Moreover, since no operational area can improve without directly 
impacting its interconnected partners, understanding these 
relationships is paramount to unlocking sources of value.
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Structuring a Conversation about Value

DISCUSSING UNDERSTANDING MEASURING

CHANGING TRANSFORMING

Discussing value 
drivers  as varied and 
nuanced as each 
business

Define the customer’s 
openness to changing
business process

Understanding
customer’s vision of 
change, how much 
change and in what 
areas are they open to 
adjusting process

Determine the 
customer’s interest in 
transforming their 
business Measuring and 

anticipating some 
KPIs will cross 

verticals; some 
will be unique
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Next, we will focus on effectively Measuring Value in Hard and 
Soft Dollars. Here we explore the differences in available savings 
between these two groups so you can better understand the 
trade-offs. In this section we also focus in on a few skills you can 
utilize for Determining Customer’s Interest in Transforming their 
Business. In the final section, Measuring and Anticipating Key 
Performance Indicator’s (KPI’s), we will analyze a few cases with 
measurable KPI’s to help you build the case of lasting operational 
and organizational change.

STEP 1 - DISCUSSING VALUE DRIVERS
No two businesses are alike, so it is not surprising to conclude that 
no two organizations measure value the same way.  This is why 
we recommend starting the value discussion by recognizing that 
value drivers are often as nuanced as each business.

Start by attempting to understand what drives the measurement 
and impact of value, by asking questions Key Business Questions 
(K.B.Q.’s) which are unique to each individual and the role they 
play in the organizations.

If you’re starting the value discussion with an Export material 
follow up analyst, for example, ask about export operations with 
questions such as the following:  

• Which parts are ready for export?
• Which parts are consolidated in the container?
• Which containers are scheduled to depart in the next 4, 12,  
 24 and 48 hours?
• Based on the destination country, are there fumigation  
 requirements?

Questions such as these are designed to unlock a discussion of 
value as it relates to the varied and various roles in your stake-
holder’s organization.  Furthermore, many relate to personal 
motivational drivers, yet it is important to differentiate between 
the role in the organization and the individual assigned to that 
role.  The answers should provide insight on the value they provide 
in the capacity of their role in the organization.
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TO CONCLUDE THAT NO 
TWO ORGANIZATIONS  
MEASURE VALUE THE  

SAME WAY.
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OPENNESS TO CHANGE
With an understanding of value drivers, you are now ready for the 
next step in the conversation which addresses an equally important 
question: What is your organization’s appetite for change?

Albert Einstein once said, “The measure of intelligence is the 
ability to change,” yet leaders, workgroups and companies have 
struggled with implementing widescale initiatives that result in 
disruptive organizational changes.  With this in mind, its critical 
to understand the organization’s openness to changing business 
processes by asking questions such as the following:
    
• Who is involved in the organization and making business  
 process change? 
• What is the organization’s ability to digest and absorb 
 change?

Why is this important? In manufacturing and logistics, no individual 
or workgroup can function without impacting its interconnected 
work partners.  The way in which a team influences the flow of 
materials or increasingly, the flow of data has a direct upstream 
and downstream  impact on its interconnected work partners.  

Understanding the correlation and causality of data flows between 
interconnected work partners is critical to unlocking source of 
value.

Value to the Interconnected Work Partner 

There is not one individual or workgroup in materials logistics that 
can function in a standalone manner; every function depends on 
upstream or downstream partnerships with other departments.  

With this in mind, we want to look across the spectrum of these 
functions, starting with the finance department which develops 
the budget. This is followed by the purchasing department which 
oversees procurement process. 
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Operations which manages production, then quality validates 
inputs, process and output. Logistics covers transportation and 
finally, the sales department is responsible for the final delivery to 
customers.

The critical question here is simple, “Who are your most important 
interconnected work partners?” By exploring this key concept with 
a relatively simple question, we can then focus our attention on 
the process and relationship interdependencies between these 
workgroups to see how they’re related and how the inflow and 
outflow of data impacts their relative performances.

STEP 3 - UNDERSTANDING 
YOUR VISION OF CHANGE
The next step in the process is to understand your vision of change; 
the best way to do this is to explore how much change the 
organization can tolerate and finally, in what areas are they you 
open to adjusting their processes.  

Not surprisingly, this is often the most challenging question 
because implementing change is often difficult for the individual, 
workgroup, department, and organization as a whole. 

Many organizations can see pockets of change relatively quickly 
yet in others, it may take time.  In both instances, the root cause 
can often be attributed to the organization’s willingness and 
ability to accept change, as well as how readily it can accept 
and leverage data from visibility platforms which may challenges 
the status quo.

Measuring Value in Hard and Soft Dollars

Building the case for change relies on a thoughtful and sound 
business case, founded on both hard dollars (e.g. improvements 
in speed quality, and negotiations) and soft dollars (e.g. result of 
the process change.) 

Depending on the business process, the scale’s balance between 
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hard to soft savings may change. The percentages of 70/30 could 
change closer to 55/45 or it could swing the other way.

When talking with budget owners and building the case for 
change, they may be interested in justifying the need to change 
a process by looking for hard dollar savings which result from 
improvements in speed, quality and commercial negotiations. 
Alternatively, data may provide new insight in the negotiation that 
leads to better prices or improved route design.

As for soft savings, we have seen work partners often have a 
complimentary connection and soft dollar impact as a result of 
the process; for example, an operations team implements process 
changes, then their work partners have new opportunities to 
leverage the newly available, reliable data.  

They can modify, expand and change their process as well. To 
fully capitalize on hard and soft savings, the organization must 
embrace process changes to incorporate new information and 
insights and strike the delicate balance.
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Measuring Value in Hard and Soft Dollars
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Business KPIs Planned vs. Actual Process Speed, Accuracy and Flexibility 

Freight & Inventory

• Speed – less $ in inventory, lower 
assessorial fees, service level matched 
to need

• Lower non-standard costs – spot 
precisely what is needed when needed

• Pay triggers based on service 
confirmation, payments aged to T&Cs

Budget Owner
Freight & Inventory Process 
Opportunities

• Improved forecast accuracy
• Improved data quality & timeliness
• Forecast Timing (daily, weekly, monthly, 

quarterly, budget)
• "What if" scenarios
• Improved process for what's 

sold/moved where (geo sales pattern)
• Trend & period management (MoM, 

Season vs Season)

Finance
Value

70% 30%
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STEP 4 - DETERMINING CUSTOMER’S 
INTEREST IN TRANSFORMING THEIR BUSINESS
Now that we have an understanding of the vision for change and 
how to measure hard and soft dollar impact, it is important for 
us have a conversation on transformation.  We understand that 
value comes from quality, cost, speed, reliability, and how when 
managed carefully, they ignite organizational resilience.  Now is 
the time to understand the timing and importance of key questions 
such as the following:

• Are you looking to transform your business or are you 
 looking for heightened visibility to help you with continuous 
 improvement?

• If you were to identify the primary focus of the organization,  
 is it focused on managing today, planning for tomorrow or  
 launching tomorrow’s designs?

At any given time, industries and companies are simultaneously 
dealing with four contexts, each of which has a direct impact 
on the complexity of transformation and timing of organizational 
change.  By understanding how your organization ranks these four 
contexts, the more effectively you can build your case for change.

FIRST CONTEXT: MANAGING TODAY
For starters, are we focused on managing today in a normal 
environment?  When we talk about managing today this often 
requires a myopic focus on plan versus actual budget, considering 
factors such as variation analysis, volumes, duration/time for 
assessorial, and triggers for freight payment. 

Critical questions to ask yourself include the following:

• How are we managing our planned costs? Do we have the 
 visibility we need to understand are financial obligations?
• Are we forecasting in a way that is meaningful for our  
 customers and our work partners, be it on costs or on delivery? 
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from quality, cost, 
speed, reliability, 
and how when managed 

carefully, they ignite 
organizational 

resilience.
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Transformation and Timing

Quality, speed, reliability

• Budget performance (Plan vs 
Actual - variation analysis 
economics, volumes, duration 
& time for assessorial, triggers 
for freight payment)

• Premium performance 
(unplanned load – normal 
carrier, unplanned load – new 
carrier)

• Forecasting (Plan vs prior Plan 
as above for performance with 
updates for new market 
assumptions)

MANAGING TODAY
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• Do we understand how our budgets are established and  
 how performance is measured? 
• Do our budgets reflect any shifts in priorities and place 
 value on areas that require change? 

SECOND CONTEXT: MANAGING TODAY
IN ABNORMAL ENVIRONMENT 
The COVID-19 pandemic illustrates how managing in abnormal 
environment requires an entirely different set of principles to 
navigate transformation and timing. The important question is as 
follows:

• Do you have a budget for abnormal environments in the  
 same way you prepare for normal business circumstances,  
 or is it all considered off-standard?
 
If the budget is off standard, then the budget is  zero and any 
expenditure is considered negative to performance. The events 
that could drive an abnormal situation could be a capacity 
shortage or a carrier failure. It could result from trying to hit a cutoff 
date, a must-be-available date or when your fiscal year ends. 

In any of these business events, it causes the customer to need to 
change what they had planned to do in some way to meet and 
overcome the challenge of the new business event. 
In any business, there is a number of abnormal events that can 
and will occur. The question is, “Do you manage your off-standard 
budget as carefully as you manage your core financial budgets?”

THIRD CONTEXT: PLANNING FOR THE FUTURE
The third transformation and timing context focusses on planning 
for the future. When your organization engages in planning a 
new product, the first stage answers key questions, such as the 
following:

• What is the initial concept? 
• What is physically changing? Is it your product? Is it your 
 facilities? 
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your off-standard

budget as carefully
as you manage 

your core financial 
budgets?”

9



• What is the potential impact on the logistics network 
 (infrastructure and partners)? 
• How do we need to respond? Do you need market tests?  
 Are facilities closing or opening? 
• Do we have processes that need to change? 
• Do we have facilities that need to change scope or 
 functional capabilities? 
• How will your organization create opportunities to mitigate 
 risk(s) and/or pursue financial opportunities?

Typically, there is an iterative refinement process where some level 
of change is experienced from the initial concept.  Keep in mind, 
questions will need to be revisited as the time of transition from 
present to launch draws near. 

Understanding how your organization prepares can help you assess 
your ability to embrace change.  Spend the time to ask yourself, 
“How effectively do we plan and how far out in time do we plan 
from new model or new product introduction? What elements in 
the business process and solution can support significant change?”

FOURTH CONTEXT: 
LAUNCHING TOMORROW’S DESIGNS
The fourth and final context centers on launching tomorrow’s 
designs and focusses on execution of routing, timing, capacity 
flow, management and security.  

Key questions to consider include the following: 

• Is our logistics network ready? 
• How do we confirm readiness and capacity availability?
• Which role or individual engages to execute the changes in  
 the network? (at the carrier and routing level) 
• Are we exhausting the inventory, or are migrating to new  
 parts all at once? 
• When does the new production start? 
• Are all parts and materials available for the build? 
• Are there any early builds that must be supported at a  
 unique time?
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• Once production has started, what is the new product stor 
 age approach; have we drawn down all of the inventory  
 that was identified in the transition strategy? 
• Have we started to ensure the new product quality? 
• Are we certain production is cleared for customer delivery? 

Once we have the product ready to ship, then the focus shifts 
to engaging the carriers, making sure the tenders are active and 
tracking the product as it moves through the delivery cycle.  

These crucial questions help you understand your business’ 
direction and consider each important element in your decision-
making process. 

STEP 5 - MEASURING AND ANTICIPATING
KEY PERFORMANCE INDICATOR’S (KPI’S)
The final step in the journey is applying those transformational 
opportunities and KPI’s to measure performance.  

Keep in mind that some of those KPI’s will cross your organization 
and potentially your work partners’ organization,  while others will 
be unique to your business area.  After all, as Jack Welch said, 
“You can’t improve what you can’t measure.” 
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to your business area.
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CONCLUSION
Value applies to the individual, his or her role, workgroup and 
organization. Value is not standalone; it impacts workgroups often 
in unexpected ways. By identifying the strengths and shortcomings 
of these elements across each workgroup, you can then emphasize 
the overarching critical themes to your business functionality. 

A business is comprised of various working parts. There is not one 
individual nor workgroup in materials logistics that can function 
without being interconnected with other workgroups. Since value 
is a function of cost, quality, speed and reliability - when leveraged, 
it will provide the spark that ignites organizational resilience. 

It is imperative that your business explores the various ways you 
can implement change to unlock value and ignite resilience while 
being mindful of your business context (present normal, present 
abnormal, planning for future and/or launching designs.)  After all, 
in any business, there are a number of abnormal events that occur, 
driving home the importance of anticipating and measuring their 
full financial impact.

The question is, “If you value change and are prepared to take 
the steps to adapt, are you prepared and engaged?” It is crucial 
that your business is not reactive in the midst of an abnormal 
environment. If there is one lesson that the COVID-19 pandemic 
has taught us, it is that resilient enterprises are recovering and 
adapting faster than others. The key to igniting organizational 
resilience in your business – and the economy as a whole -- is to 
understand how you can capitalize on adding value.’
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