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I’ve spent many years working with a 
broad range of businesses and great people, 
helping them resolve issues in their Supply 
Chain.  And as you might expect, many of 

those issues exist... in many businesses.

So I’ve picked the seven key issues that I 
most commonly come across, and that if 
can master, will assist you greatly in your 

Supply Chain endeavors.

So for all those who struggle day to day, 
with too many plates spinning at the same 
time, try checking these seven areas within 

your business for a short cut to Supply 
Chain success.

Rob O’Byrne
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For many companies, the supply chain isn’t the result of some 
well thought out, strategic plan; it’s something that just happens. 
Like anything else that “just happens” it’s somewhat chaotic, 
disorganised and disjointed. This logistical mess is then turned 
over to a logistics manager, who is supposed to make order out of 
it, ensuring low costs, balanced inventory levels and quick delivery 
to customers. 

Nothing that isn’t planned can accomplish all that. Oh, you might 
be able to manage the quick deliveries, but at high costs. Or you 
might be able to keep costs down, if you are willing to sacrifice 
customer service. Everything has its price. 

It is possible to create an effective, productive supply chain, which 
meets both company and customer needs. To do so requires a 
detailed understanding of where you are, where you are going, 
what your goals are and how you are going to get there. More than 
anything, it requires ruthless analysis of your company’s existing 
supply chain, with a well thought out, detailed plan for improving 
it. 

An effective supply chain has to be designed to meet the particular 
needs of the company and more importantly, the customers which 
that company serves. Haphazard systems, which just seem to grow 
out of impending needs have one thing in common, they waste 
resources. While each particular stage in a chain’s growth may 
have been planned, justified and executed with exactitude, the lack 
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of an overall plan dooms it to failure; or, if not failure, less than 
spectacular success.

The thing that makes this hard to see is that each component of 
the supply chain may in fact be working well. If you look at the 
key performance indicators for each distribution centre, you may 
find that they are well within the norms that your company has 
established. However, when you put them all together, you get 
something that’s less than optimum. Why? Because the various 
elements don’t mesh together to form one cohesive plan.

In our many years of logistics consulting here at Logistics Bureau, 
we’ve encountered seven key areas which cause problems in the 
supply chain. These are the areas where companies are most likely 
to have problems, but they are also the areas where there is the 
greatest opportunity for impressive cost savings. 

We’re going to take a close look at each of these areas, illustrating 
the problem and working through key action steps to resolve it, 
seeing how things should look when they are operating correctly. 

Often, one has to step outside of the system in order to see the 
problems that exist within it. It’s the classic, “can’t see the forest 
for the trees” scenario. When you are inside the system, you see the 
trees around you. They all look like healthy trees. They all look like 
they’re bearing fruit. But, when you step outside the system, and 
see the forest, you suddenly realise that it’s a lopsided one. 
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“I don’t know what the 
hell this ‘logistics’ is 

that Marshall is always 
talking about, but I want 

some of it.”

Fl e e t Ad m i r A l e.  J .  Ki n g:  
to A s tA F F o F F i c e r.  (1942)



Key #6
Asset Utilisation



www.SupplyChainManagement7keys.com80

Rob O’Byrne

Airlines require a huge investment in capital equipment and ongoing 
operating costs. The airplanes themselves can cost anywhere from 
$60 million to upwards of $300 million each. On top of that is 
the huge fleet of service vehicles, the jetways at the airport, which 
cost over half a million each, and the huge support staff which is 
required to keep everything running smoothly. 

Due to all these intensive capital costs, airlines have to keep their 
planes in the air as much as possible. Airplanes sitting on the ground 
or in maintenance hangers don’t make the company any money, 
but rather cost the company money. For this reason, turnaround 
times at airports are kept to the minimum possible and the airplanes 
themselves are carefully maintained to ensure maximum possible 
time in the air.

While your supply chain doesn’t have to recoup costs which are 
anywhere near as high as the costs of a major airline, you still need 
the same sort of attitude towards the utilisation of those assets. 
Assets which are sitting idle aren’t making your company any 
money, instead becoming a financial burden. 

So, what are the major logistical assets which affect your company? 
While we could spend hours listing every piece of equipment used 
in handling your logistics, there are really three major cost assets 
in any supply chain:

•  Inventory

•  Warehouses
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•  Transportation fleet

While some may argue that there is a fourth, the computer systems 
which you use to manage your inventory, we’re going to leave that 
out. Not only does it not cost anywhere near as much as one tractor-
trailer rig, but it is typically in use all the time. We normally can’t 
improve a whole lot on the utilisation of the computer equipment 
in an operation. 

Let’s go back to Og and his club purchase for a minute. Back then, 
they didn’t use tractor-trailer rigs for their deliveries, they used 
mammoths. Now a mammoth can’t carry as much as a truck, but it 
can probably carry about a ton. Obviously, Og’s club doesn’t weigh 
anywhere near that much, only about ten pounds. So, for Bud’s 
Clubs to be using a mammoth to deliver one club at a time would 
be an extremely poor utilisation of assets. 

This is one of the reasons that Bud’s Clubs are more expensive 
than the clubs sold by the Club Manufacturing Group. Where CMG 
is gaining better mammoth utilisation by shipping 100 clubs at a 
time, Bud’s delivery policy is hurting them. The CMG can run their 
mammoths all day long, while Bud’s can only run theirs when they 
are making a delivery.

Okay, how about bringing that example into the modern day. 
What about a commercial bakery, making bread and rolls for sale 
in supermarkets and restaurants. They might have a fleet of 50 or 
60 trucks to deliver their wares. If they deliver according to their 
customers’ desires, they’d probably have to be doing all their 
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deliveries in the morning, so that there would be fresh bread by 
breakfast time. However, that would cause their fleet of trucks to 
be sitting idle the majority of the day.

While every customer might prefer their delivery early in the day, 
that doesn’t mean that they realistically need it that early in the 
day. While supermarkets might have customers throughout the day, 
restaurants typically don’t. They might not need their deliveries till 
lunchtime or even suppertime. Providing morning delivery when 
it isn’t needed just increases costs, without providing any true 
increase in service. 

On the other hand, by spreading these deliveries throughout the 
day, the fleet could be better utilised, reducing the number of trucks 
needed and increasing company profits. In a case like this, anything 
which could move some part of those deliveries to other parts of 
the day would provide greater productivity for the fleet. 

An underutilised fleet is a sign of problems with asset utilisation. It 
doesn’t matter what the reason for the underutilisation is; only that 
it exists. Idle trucks, sitting in the parking lot don’t make any more 
money than idle airplanes sitting at an airport. 

How about warehouse space, can that be underutilised? Yes it can 
and often is. When talking about warehouse space, we don’t talk 
about square metres of space, but “cube,” referring to cubic metres 
of space. If the warehouse racks are considerably shorter than the 
ceiling height, then not all the warehouse’s space is being efficiently 
utilised, regardless of how full the floor space is. Likewise, if the 
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warehouse doesn’t have enough forklifts which can reach the full 
height of the racks.

Empty warehouse cube is another sign of underutilisation. That 
cube isn’t making the company any money. While a certain amount 
of space is required to stock incoming shipments, the balance 
between having the warehouse full and having enough room to 
continue stocking is a delicate one. 

Inventory which isn’t moving through the warehouse is a double 
problem. Not only is it tying up finances and increasing the total 
inventory cost, it is taking cube which could be utilised to stock 
other, faster moving materials. 

Unused or underutilised assets aren’t assets, but rather burdens to 
the company. For this reason, asset utilisation is something that 
should be reviewed regularly. To do so, follow these key action 
steps:

•  Establish the existing asset utilisation 

•  Space, cube, time, capacity, inventory turns

•  Determine the previously established expected asset 
utilisation and benchmarks

•  Identify key drivers of poor utilisation:

•  Fleet – truck size, time windows, shift patterns
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•  Distribution centres – expected verses actual 
throughput volumes

•  Order profiles – expected verses actual

•  Inventory range, deployment and turns

•  Establish new potential utilisation targets

•  Target operational changes which will provide quick wins

•  Establish improved asset mix, based upon the cost and 
benefit

When analysing the utilisation of assets, it is important to compare 
them to a 24 hour day. Just because the majority of your workforce 
is working an eight hour day, that doesn’t mean your assets have to. 
Trucks will not go on strike for higher wages and longer vacations, 
just because they are working 16 hours per day. 

Granted, there are limitations on the number of hours which assets 
can realistically be used. The bread bakery we discussed earlier 
can’t deliver bread to businesses which are closed. However, there 
are businesses, such as convenience stores, which are open around 
the clock. There are restaurants whose kitchen staff arrive at 5:00 
am to prepare breakfast service. There is no reason why their day’s 
bread delivery can’t happen at that time of day. 

One really great example of high asset utilisation which I like to 
use is that of a company which utilised bulk flour tankers. They 
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ran those tankers 24 hours a day, on three shifts, delivering from 
the flour mills to the bakeries. That is the best asset utilisation I’ve 
ever seen. The only thing which they could do to make it any better 
would be to find a way to fill the tankers for the return trip. 

Generally speaking, the process of identifying poor utilisation will 
carry with it the opportunity to see where the quick wins can come 
from. In the case of Bud’s Clubs, it would be better scheduling of 
deliveries, allowing multiple deliveries for each mammoth trip. An 
alternate plan might be to replace their aged and high maintenance 
fleet of mammoths with smaller delivery vehicles, such as antelope 
– much more appropriate to the size of the shipments. 

Here are a couple of examples from actual asset utilisation issues 
which companies encountered, along with the solutions which 
were implemented:

Major Retail Delivery Fleet – This delivery fleet was outsourced 
to provide delivery from the retailer’s distribution centres to their 
retail stores. The rate structure which had been negotiated was 
a “truck rate” where the service provider was paid so much per 
delivery, regardless of how full the truck was. This of course ran 
into high delivery costs, as there was no incentive for the service 
supplier to be efficient. The solution to the problem was to change 
the contract to a “per pallet” rate, encouraging the contractor to 
provide more efficient service. 

Beverage Manufacturer – This large drink company had a 
regular peak in sales at Christmas time. In order to accommodate 
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the inventory stocking levels required to meet that peak, they had 
extensive warehouse space. Unfortunately, for the rest of the year, 
the warehouses were underutilised. The solution was to let some of 
their warehouse space go, and rent extra space for the months when 
they were building up to their Christmas season rush.

The measures of success for implementing improvements to asset 
utilisation are usually plain to see: The warehouse will be properly 
filled, trucks will be on the road, instead of sitting in the parking lot, 
and there won’t be dust sitting on the inventory. More importantly 
than all this, the cost of product delivery will go down. 

In both of these examples, the key to improving their asset utilisation 
was finding the underutilisation. When it was found, the solution 
was obvious. However, until the cause of their underutilisation was 
encountered, the problem had remained hidden. While there were 
indicators of the problem, nobody had seen those indicators. It took 
an analysis of their asset utilisation to provide the opportunity to 
change their operations. 
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Watch out for these other books in the series.  Also by registering 
on www.SupplyChainSecretsBooks.com you will get advance 
notification of new books being released.

What is Supply Chain Management – Your Easy 
Step by Step Guide.  

If you know nothing about Supply Chain or are studying Supply 
Chain, this book will give you key insights into what all the key 
elements of a Supply Chain are, so that you can nod ‘knowingly’ 
when self confessed ‘experts’ are trying to baffle you!   

If you want to cut through all the jargon and text books the size of 
phone books to find out what Supply Chain is really all about, just 
read this book, based on interviews with functional experts! 

www.WhatIsTheSupplyChain.Com

http://www.SupplyChainSecretsBooks.com
http://www.WhatIsTheSupplyChain.Com
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China Sourcing - A Story of Low Cost Country 
sourcing that proves size really doesn’t matter 
to success. 

The trend for Western countries in particular to ‘off-shore’ their 
production to lower cost countries such as China continues.  But for 
those not experienced in the concept and the processes, there are 
many traps awaiting them.  This book, written as an entertaining 
‘Novel’ guides you to ensure that your venture into off-shoring is 
well prepared and rewarding.  “Moving product sourcing to lower 
cost countries is a fact of life today for many businesses, not only to 
remain competitive, but to remain in business!  If you are new to off 
shoring or have had some bad experiences in the past, you NEED 
to read this book”.  

www.outsourceoffshoreguide.com

http://www.outsourceoffshoreguide.com
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Logistics Outsourcing - A Valuable Story of 
Logistics Outsourcing from Pain to Gain.  

If you’ve been involved in Logistics Outsourcing you’ll know only 
too well that disaster can easily strike the innocent and ill prepared!  
This book, written in an entertaining ‘novel’ style will give you all 
the tips and traps you need to make Logistics Outsourcing a valuable 
and rewarding experience!  It’s based on the author’s involvement 
in over 100 Logistics Outsourcing assignments. “It doesn’t matter 
if you are the Logistics Services Provider, or the Client.  If you want 
an outsourcing relationship with maximum gain and minimal pain, 
you must read this book”.

www.logisticsoutsourcingguide.com
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Supply Chain Secrets Book Series

Supply Chain Secrets – The No. 1 Guide to 
Saving Your Business Millions.  

The International expert and author Rob O’Byrne gives his 
powerful and essential tips and insights based on over 1,200 client 
assignments across 22 countries.  This book shows you how to find 
the greatest potential for massive savings and increased bottom 
line.  You’ll learn: How to access the big ticket items to reduce 
costs; 5 critical Tips on measuring for superior performance; 
Balancing cost and service for more effective distribution; How to 
stop inventory investment blow outs; 3 key steps to developing a 
game winning Supply Chain strategy; The 5 key steps to improving 
warehousing effectiveness; and avoiding the stuff that screws your 
Supply Chain performance!

www.SupplyChainManagementSecrets.com

http://www.SupplyChainManagementSecrets.com
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“Success seems to be 
connected with action. 

Successful people keep moving. 
They make mistakes, but they 

don’t quit” 

co n r A d hi lto n
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