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Although widely regarded as innovative, 
Amazon’s business model has caused 
disruptive change, whether to its direct 
competitors or specific industries.

The e-commerce giant’s entry into directly 
managing the distribution of its products has 
led to massive changes in the trucking and 
freight transportation industries and likely will 
lead to more over time.

In a bold move into the transportation realm, 
we saw the unveiling of the first Prime Air 
branded cargo aircraft at the Seattle annual 
Seafair Air Show over two years ago. Then, 
there was Amazon’s purchase of thousands 
of semi-trailers, which no one can deny 
catching sight of on our roadways across the 
country. In addition, there’s the aggressive 
creation of the Amazon Flex platform, which 
allows for an Uber-like crowdsourced ground 
delivery network that aims to relieve itself of 

the pains related to last-mile delivery in terms 
of cost, risk and customer experience.
Some key concepts should be kept in mind 
when it comes to Amazon: the retailer’s 
dedication to a positive customer experience 
as well as vertically integrating operations 
wherever possible. These are visible in 
everything from its entry into the cloud 
services market to its competitive pricing 
structures or its acquisition of Whole Foods.

Last-Mile Delivery
Amazon’s ultimate goal is likely a complete, 
door-to-door delivery service that no longer 
needs to rely on any specific providers for last-
mile delivery, along with increased internal 
freight capacity. Among its recent major 
developments, Amazon moved from relying 
heavily on third-party services for delivery 
to a focus on amassing its own fleet of semi-
trailers, building a network of independent 
contractors and working on development of 
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drones that could — someday in the future — 
handle last-mile delivery.

The financial implications related to last-mile 
delivery are well known among businesses 
that ship products to customers, with this 
short distance accounting for as much as 
28% of the total delivery cost.

Amazon’s decision to bring several delivery 
needs in house is clearly in line with its past 
actions centered on financial efficiency 
and improving customer service. The Flex 
platform, which independent contractors 
use to find last-mile deliveries, also could 
disrupt 3PLs and over-the-road carriers as 
its focus broadens to create a market in 
which shippers can find providers of freight 
transport. This sort of widespread change, 
which encroaches on the traditional territory 
and business practices of 3PLs and over-
the-road carriers, is another indication of 
Amazon’s ability to disrupt current systems 
for its benefit.

Partner or Compete
If Amazon implements a broad-based 
marketplace for shippers and transporters that 
is successful, many in trucking and freight 
transportation will be forced to either partner 
with the company on some level or decide 
not to partner with it, essentially competing 
with it. The transportation market as a whole is 
especially vulnerable to these decisions.

Amazon has steadily moved away from working 
with FedEx, UPS and similar motor carriers. 
Its demanding customers means it can’t 
continue to rely on outside providers to handle 
fulfillment, especially along the last mile where 

purchases ultimately reach consumers.
Beyond making the decision on whether 
to partner with Amazon, the transportation 
industry must follow Amazon’s lead and 
make financial and operational 
commitments to innovation, technology 
and cost control. However, the most vital 
commitment is cost control.

This industry, like many others, is in a race 
to the bottom in terms of pushing down 
expenses and ultimately consumer prices. 
The savings won’t come from areas where 
investment is needed, such as technology, 
so transportation companies must develop 
centralized cost control groups and invest 
significant time and money into cost control 
in a fiscally responsible, yet sustainable, way.

The bottom line is that the transportation 
industry must make a conscious effort to 
move on from outdated cultures, behaviors 
and processes to continue moving forward in 
this rapidly changing, dynamic environment.
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THE FINANCIAL CASE FOR 
TECHNOLOGY INVESTMENT

It’s no secret that technology is rapidly 
changing the business of trucking. Electronic 
logging devices, automation, electric power 
and advancements in telematics are or may 
soon affect the way transportation companies 
plan, execute, compete and succeed.

Trucking must continually focus on how 
to deliver loads more efficiently, while 
improving utilization and retention — and 
can do so using innovative and integrated 
technologies throughout the entire process.

While transportation companies must 
recognize the capability of technology to 
reshape how the industry operates, they 
must also make prudent financial and 
operational changes in order to prosper.

There are two major components to 
consider when it comes to a more effective, 
technology-focused strategy: cost control 

and data management. Let’s look at how 
transportation businesses need to approach 
each of them.

Transportation companies large and small 
have long focused on certain priorities, like 
customer retention, recruitment, utilization 
and moving loads. Structured, principled 
cost controls and process haven’t always 
been a priority. That attitude needs to change 
before a company can effectively position 
itself to take advantage of emerging and 
existing technologies. Companies have to 
review current practices and make budget 
changes — sometimes, very substantial ones 
— to pay for investments in tools like ELD, 
telematics, automation and/or electric trucks.

A fresh look at direct costs, like equipment 
and fleet maintenance, as well as indirect 
costs, such as facilities management, 
marketing, human resources, IT spending 

and many other areas can help free up 
available capital.

To identify areas for change and 
subsequently redeploy capital and budget 
allowances, transportation companies can 
form strategic and centralized cost control 
groups. These specialized units look at direct 
and indirect costs through a centralized lens 
to find sustainable savings opportunities 

in areas such as vendor negotiations, 
competitive bidding, spend compliance and 
contract terms enhancement, alongside 
many others. Companies that make this 
commitment can free up capital and invest 
in technology that can drive revenue and, 
ultimately, economies of scale. Those that 
don’t may lag behind and find themselves 
contending with competitors who have these 
economic advantages already in place.

Just as transportation businesses must 
alter their approach to finances to reap 
the benefits of transformative technology, 
they must also adjust the way they gather, 
store and use data. Tools like telematics 
provide a valuable and broad range of data 
that can help organizations do everything 
from optimizing individual shipping routes, 
improving predictive maintenance and driver 
habits that can ultimately reduce costs and 
risks. Even limited data can provide value if 
it’s easily accessible and understood as well 
as effectively managed and protected.

There’s no way to craft effective analysis or 
extract value from an organization’s data if 
that company lacks tools and best practices 
to access and maintain such information. 

By Sean Maharaj, Originally published in Transport Topics



98

making room to invest in these improvements, 
companies across the transportation market 
risk falling on hard times once again.
The transportation industry has benefited 
significantly from its recent emergence from 
a relatively dark period in terms of overall 
finances and stability. Opportunities to 
modernize strategies for financial discipline 
and data management, which ultimately 
lead to the accessibility and beneficial use 
of new technology, have arisen during this 
general upswing in the industry. their own 
profitability by doing so makes this strategy 
especially attractive.

Technology is a critical path to future survival 
in the transportation industry as a whole, and 
that means reforming and improving current 
processes to information gathering, storage 
and management. Making the change now 
will improve visibility into current and future 
operations, while enabling corrective actions.

In the short term, this is a critical element of 
cost-saving and budget reallocation efforts 
that are necessary for investment in new, 
powerful technologies. Longer term, this 
change helps an organization recognize 
the value of a modern, responsive, secure 
and effective approach to data. It also 
provides the necessary infrastructure to 
extract the full value possible from data-rich 
technologies like telematics and driver-
assist technologies. To prepare for a period 
of budget adjustments and to truly reap the 
rewards of investing in new technologies, 
data management is a foundational concept.
 
Some transportation businesses have 
already started to make these financial 
and technological adjustments and have 
placed themselves in a better and more 
competitive position.

In 2017, one of the transportation sector’s 
largest companies announced a $500 million 
investment in technology over a five-year 
period and adopted one of the industry’s more 
focused approaches to cost management.

To be sure, it’s hard for some companies to find 
room in the budget to consider purchasing 
new systems, tools and processes much less 
work through planning for them, implement 
them and train staff to use them. But without 
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UNDER PRESSURE

It would be fair to say that 2017 saw mixed 
results for the trucking industry with rates 
starting out the year at levels similar to those 
seen in 2015 and 2016. However, in the 
second half of the year, the sector entered 
into an unequivocal turnaround period. 

To put things in perspective, the U.S. Bank 
Freight Payment Index shows that spending 
on truck freight increased by 25 percent for 
2017, although freight volume shipment rose 
by only 12.6 percent.1 In other words, it cost 
shippers disproportionately more to obtain 
truck freight space to move their goods than 
it did in the past.

That momentum has carried over into 
2018, and as a result, shippers need to take 
measures now to deal with the operational 
and budgetary pressures created by the 
heavy volume of demand.

A New Norm
Whether it’s due to driver shortages or other 
factors, such as changing regulations or 
increased activity by the likes of internet 
retailer Amazon.com, the reality is that high 
or elevated truckload rates and tight capacity 
have become the new norm—at least the 
foreseeable future.

This trend can be seen in the Cass Truckload 
Linehaul Index (see Figure 1), which measures 
fluctuations in the per-mile truckload linehaul 
rates charged to shippers by truckload 
transportation companies since the index 
began in 2005, which serves as the base 
year. The Index shows a clear turning point 
in mid-2017. Rates had been comparable 
to 2015 levels, until a spike occurred 
around August 2017. At the start of 2018, 
there appears to have been some mild 
rate softening, likely due to the seasonal 

post-holiday slowdown. But the index has 
reached 134 twice over the past six months, 
thus indicating that rates continue to reach 
a high point on a more frequent basis. It has 
already attained rate levels seen at the end of 
2017, when a sudden spike was seen in rates.

Nor can shippers look to the spot market for 
some relief, as those rates are up by nearly 
30 percent since June 2017, according to the 
DAT Freight Index, which is compiled by DAT 
Solutions, a truckload freight marketplace.2

As in past years, we can likely expect another 
bump in rates during the back-to-school 
season, followed by the busy holiday period. 
Indeed, this year we may see an exception to 
historic trends. Normally late summer and fall 
periods are slow periods for freight demands 
and rates. This year, however, we may see 
spikes during those months due to a number 
of unique challenges.

First, a major shortage of drivers is creating 
tighter than normal capacity. The industry 
saw a shortage of approximately 248,000 
drivers at the end of 2017, according to the 
transportation consulting company FTR—a 
number that was compounded by a paltry 
driver replenishment rate.3 Additionally, 
strong economic conditions have helped to 
fan the flames of soaring truckload rates and 
squeezed capacity. Furthermore, possible 
mitigating factors, such as autonomous 
vehicles, changing trade regulations, or 
even Amazon’s entry into the shipping 
marketplace haven’t been strong enough to 
douse the blaze.

By Sean Maharaj, Originally published in Transport Topics

As the economy strengthens and the driver shortage intensifies, shippers should prepare to feel 
the pinch from higher trucking rates and tighter capacity.
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will provide a valuable cushion during 
trying times. Flexibility and adaptability 
can be increased by taking actions 
such as employing cost controls and 
competitive bidding, having contingency 
plans, and outsourcing to companies with 
core competencies that yours does not 
possess. The only other option is to pass 
on these cost increases to your customers, 
which can put your organization at a real 
disadvantage—especially if your competition 
has been disciplined enough to implement 
a well thought-out, operationally based 
contingency plan, which is able to weather a 
storm like the one we are experiencing.

With all of the above in mind, one thing 
is certain: Organizations that have made 
investments in modern-day cost-control 
measures stand a far better chance of 
weathering cost-based pressures like 
the one currently impacting shipping 
becauseadditional financial flexibility has 
been built into their models. But supply 
chain costs aside, the structural changes 
at play—along with driver demographics, 
wage growth, inflation, and innovation 
developments—all require some level 
of investment in people, processes, and 
technology. These investments need to be 
acknowledged and accepted as vital to any 
normal, adaptable business—and these days, 
that means a business that enables future 
growth while driving out cost and complexity.

What can shippers do to prepare?
What does all of this mean to savvy 
shippers seeking to maximize their freight 
dollars whilemaking good on customer 
commitments in this increasingly seller-
based market? First, shippers should lock 
in some portion of their freight right now 
by engaging in competitive bidding and/
or contracting. This would allow for some 
level of security when the capacity pinch 
intensifies down the road (which will drive 
up rates even further). Second, consider 
improving dock efficiencies to help shorten 
the time drivers spend at your door—
an unnecessary cost. Third, implement 
packaging optimization (or having the right-
sized package for the product) to limit dead 
space on trucks, which costs more withno 
benefit. Fourth, shippers should be thinking 
about mode mix and/or combinations to limit 
reliance on trucking. For example, companies 
with loads that are not time-dependent 
may want to consider intermodal shipping 
as a way to mitigate over-the-road costs. 
Another option is using pool distribution to 
consolidate together in a truckload a group 
of less-than-truckload orders bound for the 
same region. Finally, many organizations 
realize and accept that shipping and/or 
logistics management is not their forte. 
Employing the help of a seasoned third-party 
logistics provider or using a transportation 
management systemÂ can help drive greater 
cost efficiencies, shorten learning/adaptation 
curves, and reduce complexity.

Whichever path you decide to pursue, you 
should keep in mind that supply chains 
work best when there is an inherent level of 
flexibility and adaptability. These attributes 
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5 CREATIVE WAYS TO TACKLE THE TRUCK
DRIVER SHORTAGE 

By Tim Lefkowicz and Sean Maharaj, Originally published in 
Association for Supply Chain Management (ASCM)

Marketing brings to mind campaigns that 
build brands, hone customer awareness 
and increase sales. But for transportation 
companies, targeted marketing has strong 
potential to create a completely different 
outcome — identifying and engaging 
prospective truck drivers. As drivers continue 
to leave the industry in droves, logistics 
companies are facing drastic shortages, salary 
increases not commensurate with inflation 
trends, and threats to their very business 
models. Effective targeting and recruitment of 
drivers must become a priority.

While both freight and drivers have been 
scarce at various points throughout the 
history of the industry, the current lack of 
drivers is exceptional, to say the least. With 
a 50,000-plus driver shortage, according to 
the National Trucking Association, freight 
is waiting far longer to be transported than 
was the case just a couple of years ago. 

Costs are rising — in particular, labor costs 
— as companies feel growing supply chain 
pressures. With historically high turnover, 
veteran drivers aging out of the workforce, 
and high demand all coalescing, the driver 
shortage won’t clear up in the near future.

When a company can’t effectively 
move freight, this damages established 
relationships with customers and the ability 
to attract potential new ones. It also creates 
several financial and operational issues, such 
as increased workload for human resources 
departments and additional spending on 
hiring outreach. In the case of companies 
that offer subsidized driver training, there’s 
increased spending to replenish the pool 
of talent. There are also some serious and 
potentially costly consequences in terms of 
safety, compliance and risk management. 

Even drivers who make it through a training 
program might be unable to handle the 
demands and complexity of the specific job 
or associated safety protocols. Failures here 
can result in millions of dollars of fines, risk 
and payouts due to infractions or accidents.

The following are some proven strategies to 
help transportation and logistics companies 
address the driver shortage, stay competitive 
and build a sustainable advantage:

At a high level, transportation companies 
need to consider many factors when 
recruiting new drivers, as interests, 
preferences, priorities and needs vary quite 
a bit from previous generations. As older 
drivers exit the workforce, the methods that 
attracted them may no longer be effective. 

While pay is always a significant factor, it’s 
far from the only thing that can convince 
a newly trained driver — or an untrained 
person interested in learning the trade — to 
commit to working for your company.

Work-life balance is a very important 
consideration, particularly for millennials, so 
offering positions with a significant amount 
of time at home will help ease the burden of 
forever being on the road.

Adjusting the amenities and perks offered 
to drivers is another proven strategy. While 
it may seem minor, a change from in-cab 
satellite TV to streaming services such as 
Netflix or Hulu on tablets and mobile Wi-Fi 
can enhance the appeal.



1716
About the Authors

Tim is AArete’s Senior Managing Director for the Western Region and specializes 
in non-labor cost reduction for clients in a range of industries, including financial 
services, media & entertainment, manufacturing, healthcare, consumer products, 
retail, law firms and higher education. Tim brings to AArete his skills in supply market 
economics, negotiations, process improvement, team-oriented problem-solving and 
market intelligence research. He holds a Masters of Business Administration from The 
Anderson School at UCLA, and a Bachelor of Arts from The University of Virginia and is 
a member of Sourcing Interest Group.

Sean brings nearly 20 years of experience in strategic cost management, supply 
chain, outsourcing, operations management and advisory for the logistics and 
transportation industry as a Managing Director at AArete. He has worked on a 
wide range of strategic projects, while having led successful initiatives and teams 
for some of the country’s premier transportation providers. Sean holds a Bachelor 
of Arts from The University of Toronto, a Bachelor of Science from D’Youville 
College, and a Masters of Business Administration from The Edinburgh Business 
School, UK.

Andrew Bae is a Director in AArete’s Strategy and Operations practice based out 
of the Denver office. He brings nearly 10 years of experience in enterprise-wide 
strategic cost reduction, operational improvement, advisory services, and business 
transformation across a wide range of industries, including transportation and 
logistics, retail, and healthcare. He specializes in leading cross-functional teams 
who establish and execute a wide range of strategic initiatives to achieve goals and 
objectives established by senior executive teams internally and externally. He holds 
a Bachelor of Science in Business Administration with a concentration in Finance 
from the University of Southern California.

The articles in this e-book originally appeared in Supply Chain Quarterly, 
Transport Topics and Association for Supply Chain Management (ASCM).

Data analytics platforms and tools can 
transform hiring, just as they’ve created 
significant improvements for everything 
from operational efficiency to customer 
engagement. Identifying, quantifying and 
analyzing the campaign that attracted 
a driver — as well as their progress, 
performance and risk factors — can provide 
valuable insights into which efforts are 
working. Earlier upstream data analysis 
can improve retention, utilization, risk 
and efficiency. Data analytics also allow 
companies to derive an optimal cost-per-mile 
metric that finds the sweet spot between 
driver compensation and other cost drivers. 

Search engine optimization (SEO) is another 
factor to consider. Tracking metrics such as 
click-through rate, hit rates on job boards 
and conversions can help businesses 
develop a better understanding of where 
high-value recruits come from. Moreover, 
predictive analytics can shed light on how 
to identify prospects by leveraging valuable 
investment dollars to ensure the best return 
on investment. 

Transportation and logistics companies that 
have the solutions in place to identify strong 
driver prospects enjoy a variety of benefits. 
From better conversion rates to better 
company cultures to longer driver tenures 
to the achievement of key financial metrics, 
there’s a lot to consider. In terms of financial 
metrics, specifically, effective recruitment 
identifies safer and more reliable drivers, 
which limits costs tied to insurance-based 
claims, improves utilization and mitigates 
damaging litigation. Business leaders must 

recognize the seriousness of the situation 
and make creative adjustments that allow 
them to be more competitive and successful 
in their recruitment and retention efforts.



AArete is a global management consulting firm driving client value through 
strategic profitability improvement, data-driven solutions and market 

intelligence. We work across all industries and business functions to optimize 
profits in a compressed timeframe. AArete humanizes data by translating 

numbers into actionable insights, helping our clients make better decisions 
and working by their side to foster change with confidence, empathy and 

purpose. For more information, visit www.aarete.com.

About AArete

www.aarete.com 312.585.0800

CHICAGO  |  DALLAS  |  DENVER  |  HYDERABAD  |  LONDON  |  LOS ANGELES  |  NEW YORK  


