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Transportation Management System: Effortless Efficiency

A Transportation Management System (TMS) is a software application designed to
streamline and optimize the transportation of goods throughout your supply chain. It helps
manage everything from selecting carriers and negotiating rates to tracking shipments and
managing delivery logistics.

Here's a breakdown of its features, benefits, and considerations for small businesses:

Salient Features:

Carrier Management: Compare rates, negotiate contracts, and manage
relationships with different carriers.

Shipment Management: Create and track shipments, generate bills of lading, and
monitor delivery progress.

Route Optimization: Plan efficient routes for deliveries, minimizing transportation
costs and fuel consumption.

Real-Time Tracking: Track shipments in real-time, providing visibility and improving
customer communication.

Cost Management: Analyze transportation costs, identify savings opportunities, and
optimize pricing strategies.

Reporting and Analytics: Gain insights into transportation performance, identify
trends, and make data-driven decisions.

Benefits:

Reduced Transportation Costs: Negotiate better rates, optimize routes, and
minimize fuel consumption.

Improved Efficiency: Automate tasks, streamline processes, and reduce manual
work.

Enhanced Visibility: Track shipments in real-time and provide better customer
service.

Reduced Errors: Minimize errors in shipping documentation and communication.

Data-Driven Decision Making: Gain insights into transportation performance and
optimize strategies.

Disadvantages:

Implementation Costs: Requires initial investment in software and potential training.

Complexity: Feature-rich systems might require some learning curve for small
teams.

Integration Challenges: May require integration with existing systems like ERP or
accounting software.

Transportation Management Strategy for Small Businesses:
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o Define Needs: Clearly identify your shipping volume, transportation needs, and
desired functionalities in the TMS.

How-to:

O

Analyze your current shipping processes: Identify inefficiencies, pain points,
and areas for improvement.

Determine your typical shipping volume and frequency.

Consider the types of goods you ship and any special requirements (e.g.,
temperature control).

Analyze your existing carrier relationships and identify areas for improvement.

Involve key stakeholders in the process: Shipping manager, logistics team,
and finance department.

e Prioritize Features: Focus on features that address your biggest pain points and
offer the highest return on investment.

How-to:

o List all desired features in a TMS:

o Carrier management: Compare rates, manage contracts, negotiate with
carriers.

o Shipment management: Create shipments, generate bills of lading, track
deliveries.

o Route optimization: Plan efficient routes, minimize transportation costs and
fuel consumption.

o Real-time tracking: Track shipments in real-time, provide visibility to
customers.

o Cost management: Analyze transportation costs, identify savings
opportunities.

o Reporting and analytics: Gain insights into transportation performance, track
trends.

o Rank features based on their potential impact on your defined needs:

o Prioritize features that address your biggest pain points (e.g., reducing
shipping costs, improving on-time delivery rates).

o Focus on features that offer the highest return on investment (e.g., route

optimization leading to cost savings).

e Scalability: Choose a TMS that can grow with your business needs and shipping
volume.

How-to:

O

O

Choose a TMS that can adapt to your future growth:

Consider cloud-based solutions that offer flexible storage and user capacity.
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Look for modular systems that allow you to add functionalities as your needs
evolve.

Ensure the TMS integrates with existing systems like ERP or accounting
software.

o Cost-Effectiveness: Consider budget constraints and opt for solutions with
affordable pricing models.

How-to:

O

@)

Set a realistic budget for your TMS implementation:

Factor in software licensing fees, potential training expenses, and any
ongoing subscription costs.

Consider the long-term benefits of a TMS: reduced transportation costs,
improved efficiency, better customer service.

Evaluate the potential return on investment (ROI) based on cost savings and
efficiency gains.

By following these steps and carefully defining your needs, prioritizing features, and focusing
on scalability and cost-effectiveness, small businesses can develop a successful
transportation management system strategy and select the right tool to optimize their
shipping operations and achieve their business goals.

Key KPIs for Transportation Management:

e On-Time Delivery Rate: Percentage of shipments delivered within the promised
timeframe.

What it measures:

The percentage of shipments delivered within the promised timeframe. This directly
impacts customer satisfaction and your reputation for reliability.

How to calculate:

O

O

Track the number of shipments delivered on time within a chosen period (e.g.,
month, quarter).

Divide the number of on-time deliveries by the total number of shipments
made during the same period.

Multiply the result by 100 to express it as a percentage.

How to improve:

O

O

Implement route optimization tools to plan efficient delivery schedules.

Monitor carrier performance and choose reliable partners with high on-time
delivery rates.

Utilize real-time shipment tracking to identify potential delays and proactively
address them.
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Set realistic delivery timeframes based on distance, traffic patterns, and
potential weather disruptions.

Communicate effectively with customers about any unforeseen delays or
changes in delivery schedules.

e Transportation Cost per Unit: Average cost of transporting a unit of product.

What it measures:

The average cost of transporting a unit of product. This helps you understand your
overall transportation expenses and identify potential cost-saving opportunities.

How to calculate:

O

O

O

Gather data on your total transportation costs for a specific period (e.qg., fuel,
carrier fees, tolls).

Determine the total number of units shipped during the same period.

Divide the total transportation costs by the number of units shipped.

How to reduce:

o

Negotiate competitive rates with carriers based on volume and shipping
frequency.

Optimize routes to minimize mileage and fuel consumption.

Explore alternative shipping modes (e.g., rail vs. truck) based on cost and
efficiency.

Utilize your TMS to compare carrier rates and identify the most cost-effective
options.

e Carrier Performance: On-time delivery rates and service quality of different carriers.

What it measures:

The on-time delivery rates and service quality of different carriers you use. This helps
you evaluate your carrier partnerships and identify areas for improvement.

How to track:

e}

O

Monitor the on-time delivery rate for each carrier you work with.

Track factors like communication, responsiveness, and claim handling
efficiency.

Utilize your TMS to generate reports and compare carrier performance
metrics.

How to improve:

O

Negotiate performance-based contracts with carriers that incentivize on-time
deliveries.

Diversify your carrier network to mitigate risks associated with relying on a
single provider.
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o Regularly evaluate carrier performance and consider switching to more
reliable partners if necessary.

o Fuel Efficiency: Average fuel consumption per mile or kilometer.
What it measures:

The average fuel consumption per mile or kilometer traveled. This helps you assess
your environmental impact and identify opportunities to optimize fuel usage.

How to calculate:
o Track the total fuel consumed by your fleet of vehicles within a chosen period.

o Determine the total distance traveled by your vehicles during the same
period.

o Divide the total fuel consumed by the total distance traveled.

How to improve:
o Implement route optimization strategies to minimize unnecessary mileage.
o Invest in fuel-efficient vehicles and maintain them properly.

o Encourage eco-driving practices among your drivers (e.g., avoiding harsh
acceleration and braking).

o Utilize route planning tools that consider traffic patterns and fuel efficiency.
e Shipment Visibility: Percentage of shipments tracked in real-time.
What it measures:

The percentage of shipments tracked in real-time. This provides greater transparency
and allows you to proactively address any issues or delays.

How to calculate:

o Determine the number of shipments tracked in real-time using your TMS or
carrier tracking systems.

o Divide the number of tracked shipments by the total number of shipments
made during the period.

o Multiply the result by 100 to express it as a percentage.

How to improve:
o Implement a robust TMS with real-time shipment tracking capabilities.
o Ensure all carriers you work with provide accurate tracking information.

o Utilize data visualization tools to monitor shipment progress and identify
potential delays.

By tracking and analyzing these KPIs, small businesses can gain valuable insights into their
transportation operations, identify areas for improvement, and implement strategies to
optimize delivery performance, reduce costs, and enhance customer satisfaction.
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Remember, consistent monitoring and data-driven decision-making are key to optimizing
your transportation efficiency.

Transportation Management Tools for Small Businesses:
o Rose Rocket: User-friendly and affordable solution with core TMS functionalities.

e FreightPOP: Cloud-based platform with strong carrier management and route
optimization features.

e MyCarrierTMS: Offers competitive pricing and focuses on streamlining shipping
processes.

e ShipStation: Integrates seamlessly with e-commerce platforms and provides real-
time shipment tracking.

o Onfleet: Ideal for last-mile delivery management and route optimization.
Choosing the Right Tool:

o Evaluate your needs and budget.

o Consider user-friendliness and ease of implementation.

o Check for integration capabilities with existing systems.

o Read reviews and compare features offered by different vendors.

o Request demos and free trials to evaluate the software firsthand.

By implementing a TMS, even small businesses can significantly improve their transportation
operations, gain greater control over shipping costs, and enhance customer satisfaction
through improved delivery performance and visibility.

To know more, subscribe to the platform and find out more about supply chain management
tools & resources.
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