
Sup
p
ly Cha

in A
sia

 M
a
g
a
zine

Ja
nua

ry/Feb
rua

ry 2
0

0
9

ISSN 1793 5377

Mica(P) 181/02/2008  | JAN/FEB 2009

SupplY Chain aSia
m

a
g

a
zin

e

www.supplychainasia.comConnect • Communicate • Collaborate

Vestas’ China Supply Chain

Procurement 
strategies in 

challenging times

Ajay Mittal, on investing 
US$1.2bn in a modern 
Indian supply chain 
network

Recalls: when supply 
chain management 
becomes crisis 
management

Ethical Supply Chain 
Management (so-called)

of the
PowerThe

Wind

Awards Special, winners & profiles



Regional Headquarter:
Schaefer Systems International Pte Ltd
73, Tuas Avenue 1 
Singapore 639512 
Phone +65/ 6863 0168
Fax +65/ 6863 0288
eMail regionalmktg@ssi-schaefer.sg
 www.ssi-schaefer-asia.com

Efficient space utilisation, especially in high-cost cold 
storage environment is of paramount importance. 

SCHAEFER’s mobile racking system is a cost-effective 
and efficient storage system that can effectively increase 
pallet capacity by up to 100%! Equipped with the latest 
technology, with the current EN safety features, the 
mobile racking system can be customised to specific 
requirements.

Interested to find out more? 

Call us today, or visit us at www.ssi-schaefer-asia.com

“The system 
maximises both 
volume capacity 
and product 
selectivity, in 
the space of 
2200 m2 at the 
temperature of 
-25 ◦C.”

Mr. Kevin Lim
Integrated Cold Chain 

Logistics Sdn Bhd

Mobile Racking System
Cost-effective, Semi-Automated, Safe

SCA 216x303 bleed Ad_Mobile_Reg.indd   1 8/15/2008   4:42:07 PM



IN
Q

BA
SE

95
54

If you’re looking for experienced people in the Logistics, Transport 
or Supply Chain sector...

And you want to take advantage of our specialist database and 
our in-depth knowledge of the industry in this region...

Then visit our website that lists a wide range of Hot Candidates 
available to add value to your business - and contact us with 
your specifi c requirements.

Gary Enderby, Senior Recruitment Manager
Logistics Recruitment, Level 18, Republic Plaza 2, 9 Raffl es Place, Singapore
Offi ce +65 6823 6810   Mobile +65 8172 9326

www.lrs.com.sg

AUSTRALIA • ASIA • EUROPE • MIDDLE EAST • AFRICAAUSTRALIA • ASIA • EUROPE • MIDDLE EAST • AFRICA

or Supply Chain sector...

And you want to take advantage of our specialist database and 
our in-depth knowledge of the industry in this region...best people 

If you’re looking for the

in the Supply Chain...

We’ve already found them.

SCAsiaContents

Editor’s View
02 The uncertainty of 

recession

President’s Address
04 Gearing up for bigger 

challenges in 2009

Developments
06 Regional and global 

supply chain news update

Transporters – Air Cargo
08 Cargo declines to help 

push 2009 industry loss 
to U$2.5bn

Transporters – Maritime
10 Liquidity crunch fails 

to faze Indian shipping 
majors

12 Green shores — 
terminal operators take 
measures to reduce 
emissions

Supply Chain – Strategy
15 Supply chain organisation 

design — the secret sauce 
of peak performance

21 Accenture’s Jeffrey 
Russell on Asia 
Pacific’s supply chain 
imperatives

Supply Chain – Recalls
24 Recalls: when supply 

chain management 
becomes crisis 
management

Country Focus – India
27 Interview with Arshiya 

International chairman 
Ajay Mittal

Supply Chain – 
Procurement
30 Procurement challenges 

and opportunities in a 
slowing economy

Supply Chain – Risk 
Management
52 Exit strategies — the 

right and wrong ways 
to shut down a factory

Regional Focus - UAE
54 Dubai taps the potential of 

Africa

40
Cover Story

The Vestas China 
Supply Chain

34
Awards Special

Winners & Profiles

Regulars
60  Opinion — Ethical 

Supply Chain 
Management 
(so-called)

62 Lao Tze on Asia

64 Supply Chain 
Indicators

January/February 2009

60271510



management team 
& support team

advisory CounCil members 
of supply Chain asia

editor’sview

Dr robert Yap
Chairman & CEO

YCH Group (Founding Chairman)

Mr paul WilliaM braDleY
President, Arshiya International Limited (Vice Chairman)

Mr MahenDra agarWal
Managing Director & CEO, GATI

Mr DaviD CheW
Managing Director, SC Asia Consulting Pte Ltd

Dr Krizz Chantjiraporn
President, Thai Logistics and Production Society

Mr allen FuKaDa
Business Development, Supply Chain Management, IBM Asia

assoCiate proFessor MarK goh
Director, Industry Reasearch, The Logistics Institute Asia Pacific

Mr harrY lagaD
President, Integrated Supply Chain, Brightstar Corp.

Mr riCharD loretto
Executive Director, Strategy, AVON

Mr MarK Millar
Vice President, International Relations, Supply Chain Asia

Mr turloCh MooneY
Managing Director, Editorial

SC Asia Publications

Mr peter l. o’brien
Head, Asia Pacific Supply Chain Practice,

Russell Reynolds Associates

Mr MiChael proFFitt
Strategic Advisor/Consultant, Dubai Logistics City

Mr viveK sooD
Managing Director, Global Supply Chain Group

Mr MarK Wettasinghe
Vice President, Value Added/Tech & Engr Services, DHL

publisher
SC ASIA PuBLICATIONS PTE LTD
magazine@supplychainasia.com

Managing director, editorial
TuRLOCH MOONEY

turloch.mooney@supplychainasia.com

Managing director, coMMercial
FRANk PAuL

frank.paul@supplychainasia.com

contributors
SAM CHAMBERS, BARRY ELLIOTT, DR JOHN GATTORNA,

FREDERIC GOMER, MASANORI kIkuCHI, PAuL LIM,
GERRY MATTIOS, PALOMA MINTER,

JEFFREY RuSSELL, kATHERINE SZETO

design & production
DESIGN WORkZ

printing
REGENT PRINTING (S) PTE LTD

The uncertainty 
of recession

Recessions are a funny thing. Not just because it seems impossible to get 
consensus on when you’re actually in one — or indeed on what the term 
actually means (Japan has been in something called a ‘growth recession’ for 
the best part of the past two decades) — but because of the psychological 
effect they have on people.

Looming large as a giant spectre over the event, the idea of recession had 
two noticeable effects on our November industry Awards show in Shanghai: 
we drew a slightly (only slightly) smaller crowd than normal; and never in 
the history of the event have people attending — often competitors — been 
nicer to one another. 

An industry friend who likes to say he’s more cynical than myself says 
this is because people are experiencing a type of fear born from ‘recession-
uncertainty’ and realise they might need each other soon. I like to think of 
it in terms of a we’re all in the one troubled boat and is there any way we can 
help each other out of it sort of attitude. Apropos to this, since that event I’ve 
had conversations with more than a few industry professionals lamenting a 
lack of good examples of partnering among supply chain players — a valid 
point at any time, and surely more so in the current environment. 

While having to wait longer to get paid for your work is certainly a 
concrete real experience, it is clear that a lot of the effects of recession 
begin in fear of uncertainty. This means effects can be limited by good 
partnering relationships, which are built on transparency and therefore 
raise levels of confidence and reduce uncertainty in recession industries or 
recession economies. 

Several contributors to this issue of Supply Chain Asia Magazine raise 
the idea of improved partnering in one form or another. As part of his advice 
on how procurement professionals can develop a meaningful response to 
changing and challenging economic times, Gerry Mattios notes several 
times that there is an opportunity now for deeper and more effective 
collaboration between supply chain business partners. In our cover story, 
which looks at the China and Asia supply chain operations of one of the 
world’s largest sustainable energy companies, Bjorn Johansen talks about 
the value his company is placing on good partnerships with key suppliers. 
And in this issue’s Opinion column, Barry Elliott muses on whether ‘Ethical 
Supply Chain Management’ is more than simply a necessary PR exercise, 
and talks about moves by brand owners to communicate better with 
suppliers in order to limit a host of supply chain risks. Ideas and methods 
for more transparency and trust in business relationships are discussed, 
as well as how improved and mutual auditing agreements can help create 
good business partnerships.

The good thing about recessions is that they eventually go away. When 
they pass, they sometimes leave something worthwhile behind, leading 
some to even consider them a necessary part of economic life — a kind 
of corrective economic hangover after a party. The lesson left behind this 
time could be a reminder of the increasing importance of confidence in both 
economic cycles and business exchanges, and how good partnering initiatives 
can help to keep things real. 

Turloch Mooney

Editor-in-Chief, Supply Chain Asia Magazine
Managing Director, Editorial
SC Asia Publications
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Happy New Year.

With the global economic crisis bringing news of retrenchment closer 
to many people, we can certainly feel too downtrodden to recognise 
a new year has started. While solutions to current difficulties may 
now seem far away, you can be sure this crisis will blow over and now 
may be the best time for us to put our houses in order.

The same goes for Supply Chain Asia. With a community 
structure, we may not be as badly affected by the crisis as some 
others, but we still feel the hurt of our members who are. In this 
environment, to ensure members of the community continue to 
support each other, we will be increasing the number of face-to-face 
meetings we are organising for this year. 

The first big event of the year will be our Supply Chain Careers 2009 
event. This will be held in Singapore on March 28, and will be a platform 
to improve the image and profile of supply chain careers as well as a 
source of talent for companies on the lookout for good people. Supply 
Chain Careers 2009 will also feature unique pavilions showcasing 
careers in four segments of the industry: third party service providers; 
brands and manufacturers; port and maritime services, and ancillary 
service providers to the industry such as training institutions, IT & 
software providers, academics and consultants.

From July 7-9, we will be hosting our annual Supply Chain 
Asia Forum at the Sheraton Towers hotel in Singapore. The fifth 
instalment of our highly engaging flagship event will feature a 
panellist keynote session with some of the industry’s leading 

movers and shakers providing perspectives on what’s happening 
in the industry today from a regional and global standpoint. We will 
also host our regular forum discussions complemented by plenary 
roundtables; a special workshop with Dr John Gattorna, and our 
Young Professionals Forum targeted at the young and aspiring talent 
joining the industry today.

Over the course of 2009 we also plan to host more half-day 
seminars and workshops across the region to bring our community 
members closer together. Penang (Malaysia), Bangkok, Hong Kong, 
Shanghai, Mumbai and Chennai are some of the cities in which we 
plan to hold events. And if our planning goes well, we may even 
host a Supply Chain Asia Dialogue in the US at the end of the year to 
provide a platform for Asian supply chain professionals to network 
with their counterparts on the other side of the world.

2009 will be a challenging year for all of us but we are confident 
that many of us will prevail. We look forward to another exciting 
year of opportunistic growth and development for the supply chain 
and logistics industry and its people in Asia and globally.

Paul Lim
President, Supply Chain Asia

Gearing up for Bigger Challenges in 2009
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•

•

Wal-Mart announced a broad programme to 
address quality issues with its Chinese and Asian 
suppliers. The US retailing giant said the goal of 
the programme was to drive the need to return 
defective merchandise “virtually out of existence” 
by 2012. “A company that cheats on overtime and 
on the age of its labour, that dumps its scraps and 
chemicals in our rivers, that does not pay its taxes 
or honour its contracts, will ultimately cheat on 
the quality of its products,” CEO Lee Scott said 
in a press statement. A key element of the new 
programme is the requirement that suppliers of 
goods to Wal-Mart identify each factory where the 
products are made, allowing Wal-Mart to track and 
inspect those factories more easily.

Motorola will be knocked from its perch as top 
mobile handset shipper in the US next year by 
Korean companies Samsung and LG, according 
to MultiMedia Intelligence. Apple’s iPhone and 
Research in Motion’s BlackBerry are also gaining 
market share at the expense of Motorola, the 
research consultancy said. 

UNITED STATES 
OF AMERICA

GlObAl

GERMANy

bRAzIl

Li & Fung said it entered 
an agreement to acquire 
all the share of Germany’s 
Miles Fashion Group. The 
Hong Kong-based supply 
chain manager would 
pay US$51m cash for the 
Group, which supplies 
a wide range of ladies 
and menswear, kidswear, 
outdoor and footwear 
products to large retail 
chains in Europe through 
sourcing offices in Hong 
Kong, China, Bangladesh 
and Singapore. 

Minister of Railways Igor 
Levitin said the total 
volume of rail freight 
transported in the country 
would decrease by more 
than 6% in 2009. Russian 
Railways president 
Vladimir Yakunin said that 
freight tariffs would be 
increased by 8% in 2009, 
instead of an expected 
rise of 12.5%-14%. 

Dutch industrial giant Royal 
Dutch Philips Electronics said a 
global population getting older 
and greener was underpinning 
its continuing business 
transformation. The company 
is moving away from home 
electronics to focus on areas 
such as hospital scanning and 
monitoring equipment and 
high-tech light bulbs made with 
light-emitting diodes. “We are 
focusing on care cycles. ‘Health 
and well being’ is a common 
theme that everyone works on,” 
said CEO Gerard J. Kleisterlee.

Shipments of portable 
notebook computers will 
exceed shipments of desktop 
PCs for the first time in 
2009, while overall sales of 
personal computers will suffer 
a rare but modest decline. 
US-based research firm IC 
Insights said notebook-PC 
shipments will rise 13% to 
156m next year, versus a 3% 
decline for desktop systems to 
143m. Worldwide shipments 
of notebook computers are 
expected to reach 264m in 
2012 compared to 178m 
desktop PCs. 

FRANCE

RUSSIA

ThE 
NEThERlANDS

Brazil’s largest feedlot, Cotril, has started exporting beef 
with a focus on high-value products for the Middle East, the 
EU and other parts of South America. Cotril, which had a 
total output of 230,780 head in 2007 and began slaughter 
operations in that year, said it expected to increase 
production from 500 tonnes per day to 1,200 tonnes per 
day in the medium term. 

•

•

Geodis acquired IBM’s internal global logistics operations in 
an all-cash deal for an undisclosed amount and signed a multi-
year outsourcing contract. The contract, which is believed to 
be worth around Euro1bn per year, makes Geodis the sole lead 
logistics provider for IBM, handling service parts logistics and flow 
management of all hardware and software products worldwide.

Renault said it will help dealers to cut prices on used cars in 
France in order to close the gap between inventory levels and 
market demand. Amid falling automobile sales, the company said 
it will also reduce production at sites in France and Spain over 
December and January. 
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ChINA

•

•

Arshiya International received 
formal approval from the 
Ministry of Commerce for the 
establishment of a Free Trade 
Warehousing Zone (FTWZ) in 
Mumbai. The FTWZ will be located 
near India’s main port, JNPT, as 
well as the city’s proposed new 
international airport, and is the 
first of five FTWZs that Arshiya will 
develop in the country. 

Following the December terror 
attacks in Mumbai, national 
minister of Shipping, Road 
Transport and Highways, Thiru T 
R Baalu, ordered major ports to 
take measures to beef up security 
including use of a minimum 
of two speed boats to patrol 
nearby waters. Ports have also 
been asked to ensure that trucks 
entering the port area have a 
vehicle tracking system in place.  

JApAN

TAIwAN

Prime minister Nguyen Tan Dung 
called for the opening of direct air and 
shipping routes between Vietnam and 
China’s Yangpu port on Hainan Island 
to decrease trade costs. Vietnam and 
Hainan Island are both close to the Beibu 
Gulf, but there are currently no direct air 
or shipping routes between them. Import 
and export trade between Vietnam and 
Hainan Island is currently moderated by 
Singapore.  

Incidents of piracy in the Straits of 
Malacca dropped sharply in the first nine 
months of 2008, the Malaysia-based 
International Maritime Bureau said. The 
organisation recorded just two incidents 
in 2008 through September, down from 
38 in 2004 and 75 in 2000. 

The first cargo ship from Taiwan via a 
direct shipping route to the Chinese 
mainland since 1949 docked at the port 
of Xiamen, in China’s Fujian Province 
in December. The ship, which left from 
the port of Kaohsiung, carried oranges, 
machines, electronic products, auto 
parts and chemical materials, and 
completed the journey in half a day 
instead of that seven days it would 
normally take via Hong Kong. 

DUbAI VIETNAM

INDIA

MAlAySIA

•

•

•

Visteon Corp, one of the world’s largest auto 
parts suppliers, said it expected demand for 
auto electronics devices to grow quickly in 
China as carmakers attempt to boost sales 
through value-added functions. Visteon 
launched its first-ever automotive integrated 
navigation system tailored for Chinese 
customers in December. 

The city of Shanghai said it will implement a 
source-tracing system for all major agriculture 
products sold in the city To be operational by 
2010, the system will allow a quality watchdog 
to trace each product back to its producer, 
according to Sun Lei, director of the Shanghai 
Agriculture Commission. 

Semiconductor sales revenue in China will 
rise by 6.7% in 2008 after years of double-
digit annual growth, according to market 
intelligence group iSuppli. The country’s 
fabless Integrated Circuit (IC) industry would 
perform better, iSuppli said, expanding 12.3% 
to US$3.5bn, up from $3.1bn in 2007. •

•

Japanese publisher Shogakukan 
started adding RFID tags to books in 
order to improve payment processes 
in the industry and reduce returns 
and waste. More than 70,000 tags 
have already been applied to home 
medical dictionaries by the publisher. 
The goal is to help retailers improve 
their demand planning and purchasing 
in order to limit book returns and 
waste estimated to cost the Japanese 
publishing industry some US$1.5bn 
per year.

Toyota suspended production at 
its plant in Hokkaido on December 
25 as a result of falling demand for 
automobiles around the world. Toyota 
would also freeze a plan to boost 
annual production capacity at one 
of its factories in China by 50% to 
150,000 units by the end of 2009, and 
suspend plans to increase production 
at factories in Brazil and India, the 
Japanese local press reported. The 
Asahi Shimbun said the company was 
expected to announce a US$1.1bn 
loss for the second half of its financial 
year to March. 

UK luxury-fashion group Burberry announced the set-
up of Burberry Middle East through a joint venture with 
the Jashanmal Group. Under the 15-year deal, Burberry 
Middle East will manage all Burberry retail and wholesale 
distribution within UAE markets including Abu Dhabi, 
Qatar, Oman, Kuwait and Dubai. Four new stores are to be 
opened in the current financial year. 
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The Geneva-based International Air Trans-
port Association (IATA) said 2009 would 
represent the worst revenue environment 
for the aviation sector in 50 years and the 
industry could expect losses of  $2.5bn over 
the full year. With the exception of  the US, 
all regions of  the world would report larger 
losses in 2009 than in 2008, IATA said. 

“The outlook is bleak. The chronic 
industry crisis will continue into 2009 with 
$2.5bn in losses. We face the worst revenue 
environment in 50 years,” said Giovanni 
Bisignani, director general and CEO of  
IATA. 

In its annual industry forecast report, 
IATA notes that global cargo traffic will 
decline significantly over 2009. “Cargo 
traffic is expected to decline by 5%, following 
a drop of  1.5% in 2008. Prior to 2008, the 
last time that cargo declined was in 2001 
when a 6% drop was recorded.”

With 45% of  the global air cargo market, 
the expected 5% drop in global cargo 
markets next year would disproportionately 
impact Asia Pacific carriers, the report 
says. “The region’s largest market, Japan, is 
already in recession. And its two main growth 
markets, China and India, are expected to 
deliver a major shift in performance. Chinese 
growth will slow as a result of  the drop-off  
in exports. India’s carriers, which are already 
struggling with high taxes and insufficient 

infrastructure, can expect a drop in demand 
following on from the tragic terror incidents 
in November.” 

Asia Pacific carriers would see losses 
more than double from the $500m in 2008 
to $1.1bn in 2009, despite some relief  on the 
price of  oil. IATA forecasts the 2009 Brent 
oil price will average $60 per barrel, for a 
total annual industry bill of  $142bn. This is 
$32bn lower than in 2008 when oil averaged 

Cargo declines to help push 2009 
industry loss to US$2.5bn: IATA

Airfreight growth by region

Source: IATA/Platts

Price of aviation jet fuel
 Percentage change vs.
02-Jan-09 Index* $/b cts/gal $/mt 1 week ago 1 month ago 1 year ago
Jet Fuel Price 167.3 61.2 145.7 482.2 13.0% -5.3% -47.2%

Impact on this year’s fuel bill of the global airline industry:

New fuel price average for 2009 Impact on 2009 fuel bill
$61.2/b -$45 billion

$100 per barrel.   
“Airlines have done a remarkable job 

of  restructuring themselves since 2001,” 
Bisignani noted. “Non-fuel unit costs are 
down 13%. Fuel efficiency has improved 
by 19%. And sales and marketing unit costs 
have come down by 13%. But the ferocity 
of  the economic crisis has overshadowed 
these gains.” 

Airport Authority Hong Kong CEO 
Stanley Hui agreed the industry was in for 
a tough ride over 2009. “The economic 
turmoil is taking a heavy toll across a range 
of  sectors, including the aviation industry. 
Business and leisure travel, particularly the 
premium markets, continue to shrink. As the 
current economic environment is unlikely to 
improve soon, we can expect traffic volumes 
at [Hong Kong] airport to decline further,” 
he said. 

But Hui added he was confident in the 
future of  the aviation industry and remained 
committed to long-term development plans 
for the airport: “A key part of  our long-
term planning is to assess the feasibility of  
building a third runway at [Hong Kong 
International Airport]. A third runway 
will have to be considered if  we are to 
maintain Hong Kong’s economic growth 
and competitiveness in the long run.”    

Asian carriers show signs 
of suffering 
Several major Asian air cargo carriers 
announced losses and falling profits towards 
the end of  2008 and talked of  the bleak outlook 
for the coming year. Of  these, it was Hong 
Kong’s Cathay Pacific Airways, the world’s 
fifth largest air cargo carrier, which received the 
most profile after CEO Tony Tyler reportedly 
described the airline’s position as ‘scary’.

Cathay parked two 747-400 converted 
freighters for a year and delayed construction 
of  its planned cargo terminal at Hong Kong 
International Airport for up to two years. 

“We’re facing very uncertain times and 

the mood has turned decidedly sombre,” 
Tyler was reported as saying in an internal 
company newsletter. 

Despite major challenges, Asian 
carriers, which account for some 45% of  
global air cargo volumes, are expected to 
ride out the downturn better than their US 
and European counterparts. This is due 
to stronger overall balance sheets; more 
modern fleets, and expected government 
support for state-owned carriers such as 
Singapore Airlines, Malaysian Airlines and 
most of  the Chinese carriers.    

Source: IATA/Platts
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Monthly Traffic Analysis 

December 2008 

! The chart below shows the level of air freight volumes adjusted for seasonality.  Air freight is less seasonal than 

passenger traffic but November is normally a good month.  This year even the unadjusted total was in decline.  

Seasonally adjusted air freight volumes were declining at an annualised rate of over 30% in November. 

! The deterioration was across the board, which supports the view that a credit-crunch induced shortage of trade 

credit is accentuating the impact of recession on air freight volumes.  Airlines in Asia-Pacific suffered the largest 

fall with the volume of air freight they carried in November down 16.9%.  Since cargo makes up a larger 

proportion of revenues and profitability for airlines in this region this does not bode well for financial results in the 

fourth (calendar) quarter. 

! There were also large falls in N America, with a 14.4% decline, and in Latin American, with a 15.7% fall.  

European airlines saw their freight tonne kilometres fall by 11%.  Business confidence amongst manufacturers 

provides a good leading indicator, with around a 3-month lead, for growth in air freight volumes.  Since business 

confidence fell to new lows in October, following the turmoil in financial markets, this suggests December could 

produce further bad news on air freight. 

 

International Freight Traffic

9

10

11

12

13

14

M
a
y
-0

5

J
u
l-
0
5

S
e
p

-0
5

N
o

v
-0

5

J
a
n

-0
6

M
a

r-
0
6

M
a
y
-0

6

J
u
l-
0
6

S
e
p

-0
6

N
o

v
-0

6

J
a
n

-0
7

M
a

r-
0
7

M
a
y
-0

7

J
u
l-
0
7

S
e
p

-0
7

N
o

v
-0

7

J
a
n

-0
8

M
a

r-
0
8

M
a
y
-0

8

J
u
l-
0
8

S
e
p

-0
8

N
o

v
-0

8

M
o

n
th

ly
 F

T
K

s
 (

b
ill

io
n

s
)

Actual

Seasonally Adjusted

 

Freight Growth by Region
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LOAD FACTORS DOWN AS FALLING DEMAND OUTPACES CAPACITY CUTS 

! November marked the start of capacity cuts on international markets, with a 1% fall in available seat kilometres.  

Capacity is already being cut at rates approaching 10% on domestic markets in the US, but on international 

markets action by airlines has been completely overtaken by the slump in traffic.  As a result load factors are 

continuing to decline to levels around 3 percentage points below where they were last year. 

! Yields had been continuing to increase, albeit at a slower pace, up to October largely because many airlines 

were locked into high fuel costs due to hedging contracts.  This is likely to change given the collapsing demand 

environment and falling spot fuel prices.  Moreover, the fall in load factors means that unit revenues will be 

much lower than yields alone would imply as revenues are spread over more empty seats. 

! The biggest cuts to capacity have come from Asia-Pacific airlines, whose ASKs fell 5.1% in November.  

However, with their traffic volumes down almost 10% load factors fell sharply to 71.6%.  Both Europe and N 

American airlines are cutting capacity on international markets by a little less than 1%.  This is also much less 

than the declines in traffic they face and so load factors for these airlines have fallen, to 73.4% and 75.2% 

respectively. 

! Capacity is still growing in some regions.  Middle Eastern airlines are taking regular deliveries of new aircraft 

and are expanding capacity by 7-8%.  Airlines in Latin America and Africa are also expanding capacity.  In the 

medium-term these are indeed high growth regions for which new capacity is required.  However, in the short-

term all regions are facing slower if not falling traffic.  New capacity is adding to the emerging excess capacity 

on most markets and putting additional pressure on losses or any remaining pockets of profitability. 
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Beyond the box

 We go beyond the box in every sense. Just as a fisherman travels great lengths to catch his haul, 

our service extends deeper than most are willing to reach. Going beyond reliability and efficiency, we 

develop a genuine understanding of our clients’ needs and then meet them with professionalism, 

flexibility and care. With over 30 years of experience, we are able to provide customised solutions 

for any requirement. Our service goes above the rest, you go beyond the best. 

Hong Kong Air Cargo Terminals Limited www.hactl.com
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The end of  2008 saw a dramatic develop-
ment in relations across the Taiwan Strait 
with direct transport links initiated for 
postal, air and sea sectors. On December 
15, Taiwanese ships departed Kaohsiung 
and Keelung harbours bound for China, 
while mainland vessels headed the other 
way across the Strait from the ports of  
Shanghai and Tianjin.  

With annual bilateral trade at about 
US$100bn, Taiwanese businesses have push-
ed for years to end the six-decade ban on 
direct links across the 160km-wide Taiwan 
Strait. However, there is unlikely to be an 
avalanche of  vessels plying this new route in 
the short term, with the Chinese Ministry of  
Transport stating that only 90 mainland ships 
will be able to get government approval for 
direct trips across the Strait

“The quota was based on our research 
on the trade, passenger transport and 

current shipping business conditions ... 
under the principle of  equal participation 
and orderly competition,” the Ministry said 
in a press release. 

Among other conditions, shipping firms 
must observe “fair competition,” meaning 
they cannot offer artificially lower rates to 
win business. Shipping companies from 
both sides are allowed to set up branches on 
the other side, the circular also said.

According to an agreement reached 
in early November 2008, the Mainland 
will open 48 seaports and 15 river facilities 
while Taiwan will open 11 harbours for 
direct shipping. Taiwanese container line 
Evergreen Marine launched a new North 
China/Taiwan service (HBT) in the wake 
of  the opening of  ties that will ply the 
Taiwan Strait and link Kaohsiung with 
Xingang, Dalian and Qingdao. Guests at 
the ribbon-cutting ceremony witnessed the 

departure of  the 1200 teu Uni-Adroit from 
Kaohsiung, heading directly to the Chinese 
port of  Xingang.

 “Today represents a new chapter in the 
history of  shipping across the Taiwan Strait,” 
said S.S. Lin, Evergreen executive vice 
chairman. “I applaud the vision and hard 
work of  the political and business leaders 
and all authorities concerned on both sides 
that have made this day possible.  By saving 
significant time and costs, direct shipping 
links will not only help carriers and shippers 
increase their business competitiveness and 
improve their performance, they will also 
fuel cross-strait economic interflows to the 
benefit of  all those living on both sides of  
the Strait. It is a ‘win-win’ situation for both 
economies.”   

Taiwan President Ma Ying Jeou said at 
the same Evergreen ceremony, “Direct ship-
ping and aviation across the strait represents 
rapprochement between the two sides.”

The only downside in all of  this is for 
Hong Kong, the traditional third port used 
to transship Taiwan’s goods. Hong Kong 
can ill afford losing more business: its box 
volumes slumped 13.2% year-on-year in 
November.   

Undeterred by the global economic 
slowdown, Indian shipping companies are 
going full steam ahead with their expansion 
plans. Major domestic shipping companies, 
such as Shipping Corporation of  India 
(SCI), Great Eastern (GE) and Essar, have 
already placed orders for 58 ships in Korea 
and China worth US$3.3bn, and are bullish 
with regard to future orders.

Public sector company SCI, which has 
already placed orders for 32 ships worth 
$1.87bn, will now be inviting bids for its 
$3bn order of  40 ships.

“Though the liquidity crunch has affected 
the borrowing rate, we’re able to sustain 
the orders. We plan to raise 25% through 

internal accruals and the remaining 75%  
through external commercial borrowings 
(ECB),” said S Hajara, chairman & MD, 
SCI. The company, however, has spread 
out the period of  the order over three years 
to 2011. 

GE, which has placed an order worth 
$780m for 14 ships, is also going ahead with 
the orders it has placed. “The financing for 
the near term deliveries is already tied up. 
For the latter deliveries, we are not yet in 
discussion with banks as the bulk of  the 
payment is towards the end. As of  now, 
none of  our expansion plans have been 
altered,” an official spokesperson for GE 
said in an email query.

The ships will be delivered over a period 
of  three years (2009-12). Another shipping 
major, Essar, is also going ahead with orders 
of  12 ships worth $630m, which will be 
delivered in the 2009-13 period.

However, sources in the Indian shipping 
industry agree that finance is hard to come 
by given the liquidity crunch. “Earlier, 
banks and financial institutions used to lend 
to the shipping companies at rates ranging 
between 100 and 200 points above LIBOR. 
Now, bankers are finding it more difficult to 
decide on rates as funds are hard to come 
by,” said the CEO of  one shipping major. 

While major players are holding current 
orders, smaller shipping companies appear 
to be shelving their expansion plans.“We’re 
playing safe amidst this financial crisis. We 
have still to finalise our expansion plans,” 
said N K Shah, vice president (finance), 
Varun Shipping.

According to several industry analysis 
reports, 40% of  Indian fleets will need 
replacement in the next four to five years 
to comply with International Maritime 
Organisation’s (IMO) regulation. 

China - Taiwan direct 
links hailed

Liquidity crunch fails to
faze Indian shipping
majors
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Shippers are increasingly looking at 
their total emissions for the products 
they make, source and ship. Transport 

providers such as airlines and shipping lines 
have had to respond to their customers’ needs 
by cutting fuel usage and implementing a 
host of innovative initiatives to lessen their 
global carbon footprint. Ports around the 
world are also getting in on the act, often at 
the behest of local governments. 

Greenfield sites are obviously easier to 
make green rather than retroactively fitting 
old terminals. Zhenhua Port Machinery 
Corp (ZPMC), the world’s largest port-
crane manufacturer, headquartered in 
Shanghai, has developed a fully automated 
terminal container-distribution system 
that uses electricity instead of fuel. The 
system, which takes five years to build and 

Green 
shores

Container terminals are actively reducing their carbon 
footprints. sam Chambers examines the different green 
initiatives by some of the world’s biggest container terminal 
operators

❝The electrical RTGs in 
Dachan Bay Terminal One 
have many advantages 
over traditional diesel 
RTGs. They are driven 
by electricity instead 
of diesel during normal 
operation, resulting in 
energy conservation, and 
a quieter and cleaner 
working environment. 
Energy conservation 
is further enhanced by 
installation of a power 
re-generative unit in each 
RTG that reduces energy 
dissipation. Electrical RTGs 
also require much less 
preventive maintenance 
than the traditional diesel-
powered variety, resulting 
in greater reliability and 
higher productivity. Finally, 
the electrical RTGs are 
equipped with anti-collision 
and anti-lifting systems 
to ensure operational 
safety.❞

is designed specifically for Greenfield sites, 
essentially replaces the traditional horizontal 
transportation system between dock and 
yard with electrified distribution devices. 
According to ZPMC, more than 12 have been 
ordered so far. 

Electrified RTGs
One new port, Dachan Bay in Shenzhen, 
operated by Hong Kong’s Modern Terminals, 
has become a world-beater in green terminal 
applications by using electrical rubber-tyred 
gantry cranes (RTGs). In April of 2008, Da 
Chan became the first container terminal 
in the world to utilise a full fleet of electrical 
RTGs after ten more of the environment-
friendly cranes arrived at its stacking area. The 
first batch of 20 electrical RTGs was delivered 
in 2007. 

The electrical RTGs in Dachan Bay Terminal 
One have many advantages over traditional 
diesel RTGs. They are driven by electricity 
instead of diesel during normal operation, 
resulting in energy conservation, and a 
quieter and cleaner working environment. 
Energy conservation is further enhanced by 
installation of a power re-generative unit in 
each RTG that reduces energy dissipation. 
Electrical RTGs also require much less 
preventive maintenance than the traditional 
diesel-powered variety, resulting in greater 
reliability and higher productivity. Finally, 
the electrical RTGs are equipped with anti-
collision and anti-lifting systems to ensure 
operational safety.

 “We make environmental consideration 
an integral part of the terminal’s culture and 
decision-making, and took the initiative to 
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be the first container terminal in the world 
to use a full fleet of electrical RTGs. This 
initiative is already proven to be successful 
for us and beneficial in terms of environment-
friendliness, productivity and safety,” said 
Andrew Milliken, CEO of Dachan Bay Terminal 
One. 

PSA International is aware of the 
importance of cutting emissions too. The 
global terminal operator is recalibrating 
lighting at its terminals so that sufficient 
light is provided but over-illumination is 
avoided. Use of new technologies has been 
developed to create the same luminosity at 
lower voltage, thus saving electricity, and the 
firm is using solatude technology to channel 
natural sunlight into warehouses.

PSA is converting many of its RTGs from 
diesel to electric power. The company is 
also experimenting with certain bio fuels 
including compressed natural gas. Another 
important consideration, most visible in its 
hometown of Singapore, is the establishment 
of a green buffer — trees — between 
terminals and urban conurbations. 

Charles Haine is the global environmental 
manager at fast expanding DP World. He 
tells Supply Chain Asia Magazine how the 
group has developed a new corporate 
environmental strategy: “We currently require 
our business units — 48 container terminals 
— to monitor fuel, electricity and gas usage 
on a quarterly basis. We also monitor waste 
and water on an annual basis. Baseline data 
is used for reporting on KPIs, and input to 
an annual corporate report. The data is used 
for feedback to continuously improve the 

initiatives of our environmental strategy,” 
says Haine.

DP World is now progressing a best-
practice Carbon Footprinting Calculator 
Tool focusing on the three scopes advocated 
by international organisations such as The 
Carbon Trust.  The Dubai-based company also 
participates in cross-sector industry research 
to improve knowledge and awareness 
about its role in the overall supply chain. For 
example, it is participating as a stakeholder in 
the World Economic Forum/Accenture CO2 in 
the Transportation Sector Working Group.

Minimise emissions
Meanwhile, Hongkong International 
Terminals (HIT) has begun several pilot 
projects to identify the best options to 
minimise emissions and reduce noise 
generated by RTGs. 

In June 2008, HIT became the first 
container terminal operator in Hong Kong 
to launch its electrification programme 
to convert its fleet of RTGs from diesel to 
electricity in the coming years. HIT has also 
succeeded in reducing sulphur dioxide 
emissions from all its internal vehicles and 
yard equipment by 90% by switching from 
using industrial diesel oil to using ultra-low 
sulphur diesel. 

Several of the HPH terminals have also 
been taking their green initiatives to their 
communities. Panama Ports Company 
(PPC), for example, has started a sowing 
plan of 34,000 mangrove sprouts. YICT in 
Shenzhen also established a new greenbelt 
area measuring 450m long and 12m wide at 
the southern part of the terminal. A group of 
100 volunteer staff and their families planted 
over 9,300 saplings including banyans and 
rhododendrons. 

In the UK, the Port of Felixstowe fully 
funded the creation of Trimley Marshes 
Natural Reserve (an area of some 84 hectares) 
in the 1990s and is contributing to the costs of 
the ongoing management by Suffolk Wildlife 
Trust. The Trimley Marshes Natural Reserve is 
recognised to be one of the most successful 
on the UK east coast, giving a home to many 
breeding pairs of avocets and other birds that 
had been rare in the country.

California leads the push 
But it is the United States, particularly 
California that is widely perceived to be 
leading the green terminal push. 

Both Los Angeles and Long Beach 
have economic incentives to seek a shorter 
timeline for anti-pollution measures. The 
ports, which together handle about 40% of 
US-containerised imports, are anxious to add 
terminal capacity. Environmental challenges, 
however, mean about two dozen capacity 
expansion projects have been stuck in limbo 
– neither port has initiated a major marine 
terminal project in over six years.

Last year, the ports adopted a joint 
Clean Air Action Plan to reduce pollution 
from all sources, including vessels, by 44% 
over the next five years. The ports, however, 
have no regulatory authority. Their main 
environmental tool is to demand that carriers 
accept stricter emission-reduction measures 
when their terminal leases come up for 
renewal.

Carriers have accepted the tougher 
standards in new leases because they are 

❝Japanese liner Mitsui 
OSK Lines in October of last 
year tested an LNG-fuelled 
shore power-supply system 
on the containership MOL 
Enterprise. The system 
allowed the vessel to draw 
power from an on-shore 
generator that runs on 
LNG, substantially reducing 
emissions of pollutants such 
as NOx and SOx.❞
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anxious to help the ports add capacity to 
keep up with rising cargo volumes.

Singapore carrier APL is experimenting 
with a new technology that connects a 
docked vessel’s bow-thruster transformer 
to a shore-side generator that runs on 
clean-burning liquefied natural gas. Initial 
measurements show reductions of 42% to 
99% in harmful emissions such as nitrogen 
oxide, carbon monoxide, particulate matter 
and carbon dioxide.

Few places are feeling the global 
credit crunch more than the Pearl 
River Delta. In the coming months and 
years the region’s container terminals 
might regret their concrete largesse as 
factories shutter here and head to less 
expensive pastures.  

China’s customs agency recently 
reported that half of China’s toy 
exporters that it tracks, some 3,600 
companies, were driven out of the 
market in the first seven months of 
this year. A majority of those were in 
the PRD. 

Higher wages than elsewhere, 
combined with rising material costs, 
an appreciating renminbi and tougher 
environmental laws mean the factory 
of the world is wheezing. 

Official data to November 2008 
from export-focused Guangdong, 
responsible for 12% of Chinese GDP 
last year, indicate that its growth 
has already been cut by a third. “Guangdong will face a harsh 
environment with increasing uncertainties and unstable factors,” 
said Li Miao-juan, a provincial official.

The government has laid out a plan to substitute low-end 
industries with high-value-added ones, a move that will force 
ports in the south to undergo a structural change.

“The upgrade in the industry will increase the value of the 
goods inside a container box but it will also decrease the number 
of boxes,” said Ma Yongzhi, the vice-director-general of the Bureau 
of Communications of Shenzhen. 

Nevertheless, port expansion plans in south China, including 
Shenzhen, Hong Kong and Guangzhou, continue apace. Provin-

Too much quayside for too few boxes?
The rampant concreting of Guangdong’s shorelines for export containers has more than a 
few people worried

Other lines that own or lease terminals 
are also anxious to demonstrate their onshore 
environmental credentials.

In November 2007, Japan’s NYK Line 
and the Port of Los Angeles completed the 
first successful implementation of a “direct” 
shoreside electric power connection to a 
container vessel at berth. The NYK Atlas is 
the first of thirty-eight NYK-flagged vessels 
that will be equipped to utilise shoreside 
electric power.

Fellow Japanese liner Mitsui OSK Lines, 
in October of last year, tested an LNG-
fuelled shore power-supply system on the 
containership MOL Enterprise. The system 
allowed the vessel to draw power from 
an on-shore generator that runs on LNG, 
substantially reducing emissions of pollutants 
such as NOx and SOx compared to running 
the vessel’s generators that operate on heavy 
fuel oil.     

2007 throughput (m teu) 5.73

Berths 9

Total area (hectares) 126.4

Quay length (metres) 3,700

Alongside depth (metres) -16

Quay cranes 37

RTGs 108

Chiwan Container Terminal 
snapshot

Berths 5

Total area (hectares) 112

Quay length (metres) 2,430

Alongside depth (metres) -15.5

Quay cranes 26

RTGs 108

Dachan Bay Terminal one 
snapshot

shekou Container Terminals 
snapshot

2007 throughput (m teu) 3.31

Berths 8

Total area (hectares) 80

Quay length (metres) 3,000

Alongside depth (metres) -16

Quay cranes 26

RTGs 78

2007 throughput (m teu) 10.016

Berths 14

Total area (hectares) 252

Quay length (metres) 6,092

Alongside depth (metres) -16

Quay cranes 26

RTGs 226

Yantian International Container 
Terminals snapshot

cial governments are still in talks with investors on expansion at 
Yantian eastern port, Dachan Bay phase two and Nansha Port 
phase three. In addition; new projects are set for Gaolan, Humen 
and Huizhou.

Container terminal capacity in south China will exceed 70m 
teu by 2013, up from 50m this year, according to a forecast by 
consultancy GHK. However, international cargo demand in the 
region will increase to only 48m teu in 2013 from 30m this year.

“The surplus of supply could be filled by domestic cargo 
or transshipment cargo, only the revenue from both is much 
less than from direct ocean cargo,” said GHK managing director 
Jonathan Beard.     
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I must be slow, because it has taken me over two decades of study, 
research, and practice to come to the conclusion that the way we 
are organising our supply chains is deeply flawed, and indeed we 

are setting ourselves up to fail from the outset by using conventional 
silo structures. It’s akin to tackling a problem in the electronic age 
with the tools of a previous era, and no matter how you dress it up 
and fudge it, the results won’t get better. So time to break the old 
models and try something new, just as some of our global leading 
companies have, and continue to do.

In the beginning…
Perhaps the best recent historical review I have seen recording the 
different types of organisational structures deployed in the logistics/
supply chain arena is that of Soo Wook Kim2. Soo identified the 
following five types: (see also Figure1)
a. Non SCM-oriented organisation, in which the main activities 

normally attributed to an SCM function were distributed across 
all the other functions.

b.  Functional organisation, where the supply chain function was 
just one of the functions, albeit on an equal footing. 

c.  Matrix channel organisation, where the main SCM activities 
were distributed across all the other functions, and the SCM 
function played a strictly co-ordinating role in a matrix style 
format.

d.  Process staff organisation, similar to c. above, but with the 
SCM function receiving more prominence by reporting direct 
to the CEO/president. 

e.  Integrated line organisation, where the SCM function 
encompassed the other main-line functions and reported to 
the CEO/president.

It is clear from the above five categories that the customer has 
not been centre of mind of organisational theorists and practitioners 
as structures have evolved from distribution management, through 
logistics management, to supply chain management. 

If we search wider into the world of the organisational theorist 
we find Gareth Morgan’s (2006)3 work, which provides a much 
richer and more eclectic perspective using such metaphors as 
‘organisations as machines,’ ‘organisations as (living) organisms,’ 
‘organisations as political systems,’ etc. His work, although not 
specifically directed at supply chains, provides useful insights into 

Supply chain 
organiSation deSign – 
the Secret Sauce of 
peak performance

By Dr John Gattorna1

how we might reconceptualise the design of supply chain structures 
to do the job required of them. 

It’s a pity that designers of supply chain configurations have not 
invoked his work more. In any event, we are left with the impression 
from Morgan that the way organisations should shape their supply 
chain structures involves integrating more into the overall business 
designs, and I agree with this position.

Perhaps the other major experiment in how to structure the way 
people work was started by Ricardo Semler at Semco in Brazil some 
fifteen years ago and reported in both his books (19934  and 20035). 
His suggested structure was unorthodox indeed, akin to putting the 
inmates in charge of the asylum, but as noted author Charles Handy 
commented once, “…the way Ricardo Semler runs his company is 
impossible; except it works, and works splendidly for everyone”6. 

Semler believed in ‘participative management’ where the 
workers, rather than management, would work out what should 
be done, and do it for the company. He was bent on surfacing the 
creativity in his workers that tends to be lost in the conventional 
functional model. Interestingly, Semco is still thriving today, but 
few if any other corporations have followed his suit and run with a 
similar structure.

Breaking the mould
It may not come as a surprise that the first enterprises to break 
with convention were in the fashion apparel business, because 
they had to for survival. They hit the ‘unpredictability ceiling’ before 
most other industries. Two names come immediately to mind, and 
others are beginning to follow. A word about each of these so-called 
‘pathfinders’:

Zara: this Spanish-based company is taking the world by storm, 
and has done wonders by showing how an enterprise can become 
more responsive to its customers than any of its competitors, by 
a country mile. And all this without any secret new technology or 
hitherto unknown processes. In the end it is all about the way Zara’s 
management mixes the recipe with otherwise known ingredients

What Zara did was come up with the idea of cross-functional 
teams to manage the design, production, and delivery of the 
different apparel ranges to their target markets in women’s fashion, 
men’s fashion, and children’s wear. These teams work closely with 
the store managers in the Zara retail chain, and are co-located to 



infrastructure update16 supply chain – strateGy

Supply Chain Asia January/February 2009

Facilities
Engineering

Drilling &
CompletionKSCI                  J.D. Rush

Halliburton

Halliburton
Operations &

Surveillance

G
eo

lo
gy

 &
Re

se
rv

oi
r

Diatomite
Project

The Development
Process Concept

• Process focuses on concept
to implementation

• Cross Functional Team
• Focused on Process Objectives
• Suppliers included as accountable

team members; involved in planning

• Functional Teams
• Separate Plans, Separate (sometimes

competing) Objectives
• Suppliers work in isolation from one

another and are not a part of planning

New
Way

The Traditional
Approach

Geology
Reservoir

Drill &
Complete Facilities

Construction

Operations

Copyright © 2008 John GattornaFigure  1 : adoption of the “Daisy” organisation structure at Aera

Source: Aera Energy : the next era in energy

facilitate rapid communication. 
The result: Zara is able to 
process a garment from sketch 
on paper to product in the 
store in 15 working days. 
None of Zara’s competitors 
come anywhere near this. 
‘Postponement’ techniques 
are invoked, coupled with 
‘Lean’ supply chains on the 
in-bound side, but the end 
result is an ‘Agile’ response to 
the changing fashion whims of 
their target customers. A great 
success story, and one still in 
the making.

Vanity Fair: VF Corporation is 
based in Greenboro, NC, and 
is a leader in branded lifestyle 
apparel. This company also uses 
what it calls ‘cross-coalition’ 

teams to speed up responsiveness to customers, worldwide. In the 
process, VF Corporation has effectively transformed itself from a 
manufacturing business (owning machines) to a sourcing business 
(owning brands), and done so in less than a  decade7.

Li & Fung: perhaps the consummate example of using organisation 
design to power growth is this Hong Kong-based company. The 
Fung brothers coined the phrase “network orchestrator” in their 
book, Competing in a Flat World8. The Fungs transformed the original 
trading business through rapid acquisitions and a new business 
model, creating 170 customer-oriented multi-disciplinary ‘clusters’ 
(or Little John Waynes as they call them). Each of these clusters of 50-
60 personnel focus on one or more customers, and deliver revenue 
of US$20m-$70m.

On the customer side they have developed a genuinely customer-
centric organisation structure; and on the supply side these clusters 
focus on managing and indeed owning the relationships with nearly 
10,000 factories, worldwide. Li & Fung is therefore effectively the 
largest manufacturer in the world, without owning a single factory. 
With a very strong focus on customers, and an equally strong focus 
on supplier relationships, Li & Fung effectively orchestrate hundreds, 
perhaps thousands of supply chains linking suppliers and customers 
to each other around the world.

More than anything else, the great success they are now 
experiencing comes from the organisation design, which by its 
very nature focuses personnel “…on business challenges instead of 
functional [issues] that dominate in so many large organisations”9. 
Each of these clusters is inter-disciplinary; full of self-starters; and 
highly incentivised through a remuneration package that is heavily 
weighted towards results achievement. Each cluster acts like the 
owner of its respective business, and is held together by a strong set 
of corporate values and financial disciplines. This is truly a success 
story quite unlike any other. But even here, improvements and 
refinements are possible, and we will get to these a little later.

❝What Li & Fung have done is create 
170 customer-oriented multi-disciplinary 
‘clusters’ (or ‘Little John Waynes’ as 
they call them). Each of these clusters 
of 50-60 personnel focus on one or 
more customers, and deliver revenue of 
US$20m-$70m. On the customer side, 
the Fung brothers have developed a 
genuinely customer-centric organisation 
structure; and on the supply side 
these clusters focus on managing and 
indeed owning the relationships with 
nearly 10,000 factories, worldwide. Li & 
Fung is therefore effectively the largest 
manufacturer in the world, without owning 
a single factory. With a very strong focus 
on customers, and an equally strong 
focus on supplier relationships, Li & Fung 
effectively orchestrate hundreds, perhaps 
thousands of supply chains linking 
suppliers and customers to each other 
around the world.❞
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Adidas: In the run up to the 2006 FIFA World Cup in Germany, 
management at Adidas decided they had to design and implement a 
more responsive  supply chain in order to capture the value of being 
one of the major sponsors of the four-yearly event. Traditionally, it 
had taken Adidas 120 days lead-time to supply replica soccer shirts 
from a standing start. Management knew that this would not be 
good enough for the 2006 World Cup.
Jay Pollard, Lars Sorensen, and their teams set about to break old 
business practices and produce a much faster and more responsive 
model. 10 They did this by:
 setting about to instill a mindset change;
 developing cross-functional, fully integrated teams, with 

representatives from all disciplines;
 locating these newly formed teams all in the same building, 

called The World of Football (this was done three years before 
the event in 2006); and

 organising sourcing offices around the world into clusters. 

The new regime was road-tested at the 2004 European Cup, with 
incredible results. For example, 35,000 Greece replica shirts were 
produced in the 20 days following Greece’s unexpected win in the 
Cup final. This was an 80% improvement over previous lead times.
Adidas found the new organisation design allowed it to scale up 
and down faster, providing much greater flexibility than hitherto 
possible. 
 Overall, the learnings from this experiment were that by forming 
an end-to-end integrated supply chain with multi-disciplinary 
clusters of personnel, from design to shelf and into the consumers’ 
hands, and throwing out the old ‘silo’ system, the operational and 

financial benefits were immense. Adidas now plans to replicate this 
method at future major sporting events.

Aera Energy LLC: this is a self-sufficient full-service oil and gas 
company based in California. The company was only formed in 1997 
using assets jointly owned by Shell and Exxon Mobil.
The company was formed explicitly to extract oil from “Brownfields”, 
old fields that were being re-charged, and to do so safely and at a 
low cost.  To achieve this objective, Aera adopted a radically different 
approach to project management, and a similarly different attitude 
towards its suppliers11. In particular, Aera adopted a variant of the 
cluster organisation design, one they called the ‘Daisy” organisation 
structure (depicted in Figure 1 below). 

The Daisy organisation structure focused and brought together 
all the processes in a particular project, from concept to 
implementation. 

Features of the Daisy were:
 cross-functional teams;
 all team members focused on particular process outcomes;
 suppliers included as accountable team members.

The results have been nothing short of startling. The Belridge 
extraction project produced a 47% reduction in drilling and 
completion costs, while achieving a similar reduction in Health, 
Safety, and Environment (HSE) costs. Relentless execution led to 
these outstanding results, and the organisation design was a prime 
reason for the success achieved in an otherwise difficult industrial 
operating environment.

❝Zara came up with the idea of cross-functional teams to manage the design, production, 
and delivery of the different apparel ranges to their target markets in women’s fashion, 
men’s fashion, and children’s wear. These teams work closely with the store managers in 
the Zara retail chain, and are co-located to facilitate rapid communications. The result: Zara 
is able to process a garment from sketch on paper to product in the store in 15 working 
days. None of its competitors come anywhere near this.❞
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Guidewire: this company is written up as a case study to demonstrate 
how a software company focussing on the global insurance industry 
managed to gain a dominant position through development of a 
new project management process called ‘Scrum’12.

At the core of the Scrum methodology is the so-called Sprint 
team. Each team is small, nimble, and has no more than nine 
members.

Every Scrum project starts with an understanding of the 
customer’s vision: what outcome does he/she want?
The customer and development team then defines the requirements 
to deliver this vision. The development team would then work for 30 
days (the Sprint) to meet as many of the above stated requirements 
as possible. Meanwhile, the customer continues to refine his/her 
vision to deliver the required business result.

At the end of the first and every succeeding Sprint, customer and 
development teams review progress to check if expected business 
value is being delivered.

Finally, at some point the customer will stop the development 
process and the software product will be refined and released for 
wider use in the business. In this way, the customer is able to steer 
cost, date, and business value on a continuous basis.

Did you spot the common thread in these success stories?
All the above described  successful cases of fast, responsive “systems” 
that have a common thread running through them: they all 
involved some type of “team” design, composed of inter-disciplinary 
personnel, all focused on a particular objective, and incentivised 
by joint KPIs.
What has become clear is that (vertical) functional silos don’t work 
because they are at least 90 degrees out of phase with the way 
customers buy ( horizontally, across functions).

We became apathetic in the 70s and 80s thinking we had the 
answers, and when organisations began to see functional silos 
were not the panacea, we looked to weak matrix structures to 
compensate. However, while account managers working in matrix 
structures were well-meaning 
in their inscrutable focus on 
the customer, the rest of the 
organisation did not share their 
enthusiasm.

Perhaps the only enterprises 
that did get it were management 
c o n s u l t i n g  c o m p a n i e s 
l ike Andersen Consulting 
(subsequently Accenture), who 
understood that you need both 
the vertical specialties to build 
capabilities and competences, 
and the horizontal teams of 
mixed specialisms to go to 
market and solve individual 
client problems.  From their 
successes we can conclude that 
you need both vertical silos of 
specialists and horizontal teams 
of mixed disciplines, depending 

on the exact nature of the customer’s requirement. And this brings 
us full circle back to the business of enterprise supply chains.

New supply chain organisation designs
What we need now are new supply chain organisation designs 
for the new breed of supply chains as described in my book Living 
Supply Chains and previous issues of this publication.

If it is true, as we propose, that there are a limited number of 
variants in customer buying behaviour patterns, and indeed that 
we mostly see the same three or four types irrespective of product/
service category, then the way forward becomes clear. Now we can 
have the best of both worlds: strong functional specialisms where 
specific capabilities are developed and reside, and customer-centric 
teams composed of representatives of all the appropriate functions  
necessary to fully ‘align’ with customer expectations.

So, for those relatively few customers who we have identified 
as genuinely ‘collaborative’, we will engage the Continuous 
Replenishment supply chain, driven by ‘clusters’ of personnel 

Figure  2 : continuous replenishment supply chain clusters
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seconded from the vertical functions. And here’s the twist. Not only 
will all the functions be represented in these clusters (or teams), 
but we have the opportunity to genetically engineer the mindset 
of these clusters by taking into account the ‘values’ of each team 
member. 

It is not simply a matter of having all the technical skills covered 
— the right embedded-bias in the team is just as important. This 
refinement goes beyond what Li & Fung are doing with their so-
called ‘Little John Waynes’, but it is a necessary refinement to get 
maximum alignment with the customer’s mindset, in this case driven 
by ‘Relationship’ values (see Figure 2).

Notice the solid line drawn connecting the customer-centric 
‘Relationship’ clusters; they are accountable for meeting customer 
expectations, and the Functions are there to support as required. 
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The customer-centric clusters, however many there are, all report 
to a line executive, probably the COO or global customer solution 
director. No more dotted lines for the customer-facing teams.

To service those customers in the Price sensitive/Efficiency 
segment we need something very different. Here the emphasis 
is on refining the various processes involved to deliver the lowest 
possible cost-to-serve via the ‘Lean’ supply chain configuration (see 
Figure 3).

As in the case of the Continuous Replenishment supply chain 
configuration, multi-disciplinary clusters are formed. However, 
this time each cluster focuses on a particular process rather than a 
customer, and the various processes come together to deliver the 
lowest cost and most consistent service possible for that particular 
segment.

In order to satisfy those customers who demand a quick 
response in an otherwise 
unpredictable market place, 
we need something different 
again. In this situation, the 
multi-disciplinary clusters are 
designed for speed, and the 
bias embedded in the ‘Agile’ 
supply chains serving these 
demanding customers is just 
that - speed. Very much like 
Zara have done so successfully 
(see Figure 4). 

It is possible that there will 
be sub-sets of the Demanding/
Speed segment as depicted 
in Figure 4. For example Zara 
has to service the demand for 
fashion in three different sub-
segments: women, men, and 
children.

F i n a l l y ,  i n  c a s e s  o f Figure  4 : agile supply chain clusters

Figure 3: lean supply chain clusters
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❝Some 35,000 
Greece replica 
shirts were 
produced in 20 
days following 
Greece’s 
unexpected win in 
the European Cup 
final. This was an 
80% improvement 
over previous lead 
times.❞



infrastructure update20 supply chain – strateGy

Supply Chain Asia January/February 2009

Footnotes:

1Supply chain ‘Thought Leader’, and author of Living Supply 
Chain (FT Prentice Hall, Harlow, 2006) 
2Kim, Soo Wook, “Organizational structures and the 
performance of supply chain management” Internal Journal of 
Production Economics 106 (2007), pps. 323-345
3Morgan, Gareth (2006), Images of Organization, Sage 
Publications, London
4Semler, Ricardo, Maverick, Warner Books, 1993.
5Semler, Ricardo, The Seven-Day Weekend, Random House, 
London, 2003
6Commendation by Charles Handy, commenting on Ricardo 
Semler’s first book, Maverick
7One of the ‘customers’ for VF brands is Icon Clothing in 
Australia, a business unit of the Pacific Brands Group. This 
company, under visionary leadership has done something 
similar — organising and co-locating cross-functional teams 
around each individual brand. The result has been a significant 
improvement in operational and financial performance
8Fung, Victor K., Fung, William K., & Wind, Yoram (2008), 
Competing in a Flat World, Wharton School Publishing, Upper 
Saddle River, NJ.
9ibid., p.86.
10What they did is record in a 7-mins. CD called: The FIFA 
World Cup 2006- the ultimate supply chain event. Produced by 
Adidas and Deloitte, 2007. 
11See http://www.aeraenergy.com/ website for more information
12Guidewire (A): Sprinting to success, a case developed by 
IMD, Lausanne, Switzerland, 2007,  12pps.
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Figure 5: fully flexible supply chain cluster

unexpected events or crises, 
the Fully Flexible supply chain 
configuration is required to 
deliver innovative solutions, 
super fast (see Figure 5).

There may only be one 
cluster to service the ‘Innovative 
Solutions’ segment and this 
could well be composed of 
part-time members, who only 
come together in times of an 
emergency. The individuals 
in this cluster are likely to be 
highly trained multi-talented 
personnel, capable of quick 
thinking and quick action. 
There are plenty of examples 
of this type of structure in aid 
and military organisations the 
world over

Bringing it all together
As discussed in other articles written for Supply Chain Asia Magazine, 
any given supply chain has an upstream supply-side component, 
and a downstream demand-side component, much as depicted in 
Figure 6 below. The key is to have organisational ‘clusters’ in place 
that power the different types of supply chain configurations based 
on customer demand patterns, and have mechanisms in place to 
link the various clusters in situations where supply chains are ‘hybrid’ 
in nature, ie., different on the supply-side and the demand-side, 
which is quite normal. This situation is depicted schematically in 
Figure 6.

Alignment insights
1. Current organisation designs for enterprise supply chains are 
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fundamentally flawed because they assume a ‘one-size-fits-all’ 
world.

2. The only successful way to design supply chain organisations 
for the new world is to map the marketplace and the customer 
buying behaviours found there, and then try to reflect these with 
a corresponding structure on the inside of the organisation.

3. In the end it is necessary for the two structures (external and 
internal) to co-exist and support each other to properly service 
a disparate market, ie., the vertical functions that train personnel 
in particular fields and build capabilities. 

4. The customer-centric clusters are multi-disciplinary by nature, 
where personnel are seconded from time to time to suit the 
particular customer type being served.     

Figure 6: a new & dynamic business model for supply chains of the future



21Supply Chain - Strategy

January/February 2009 Supply Chain Asia

Asia Pacific’s supply 
chain imperatives

Accenture research has proven that high performance businesses frequently 
adhere to a variety of supply chain guiding principles. Jeffrey Russell, 
managing partner, Supply Chain Asia Pacific, Accenture, focuses on the six 
imperatives he believes have the greatest relevance to supply chain decision-
makers across Asia Pacific

Value Proposition
Supply Chain Domains

Supply Chain 
Planning Manufacturing Fulfillment

Service 
Management

Product Lifecycle 
Management

Sourcing and 
Procurement

Product leadership XX XX X

Speed to market XX X XX

Customer experience XX XX

Price competitiveness X X XX X XX

Variety of products/services XX XX

Figure 1: supply chain domains in which mastery is correlated with high performance

The supply chain often encompasses 50% or more of a typical 
company’s assets. It also can account for up to 70% of the cost 
of doing business. In addition, Supply Chain Asia Magazine 

readers may recall Accenture’s groundbreaking research with INSEAD, 
which showed that companies with strong supply chain performance 
(“supply chain masters”) were rewarded with market capitalisation 
compounded average growth rate (CAGR) premiums of seven to 26 
percentage points above the industry average1.

The point is that in today’s tumultuous world – rife with economic 
uncertainty, shifting government policies and emerging hubs of 
economic influence across Asia Pacific – the quality, integrity and 
flexibility of a company’s supply chain are critically important. As 
Accenture and INSEAD proved, business performance and supply 
chain performance are truly interconnected (Figure 1). The supply 
chain’s most widely acknowledged contributions are cost effectiveness 
and capital efficiency. However, high performance in supply chain 
management can contribute significantly to profitable growth, market 
differentiation, operational resilience and sustainability.

Consider the supply chain’s role in tax optimisation, which is an 
issue of great importance to companies headquartered or operating 
in Asia Pacific countries. Extensive supply chain sophistication is 
needed to gauge and leverage the tax consequences associated with 
consolidating operations, (re)locating manufacturing and distribution 
facilities, engaging third parties and identifying/pursuing new 
markets. Recognising the potential impact of tax-advantaged supply 
chains, many Asian companies (particularly in Japan, Korea and China) 
are looking to match their international marketing successes with 
more-global integrated business models. Anchoring those operations 
are centralised hubs in tax-advantaged locales such as Singapore. 
Significant reductions in tax liability, custom duties and sales tax or 
VAT outlays can result. 

Tax optimisation (discussed in greater detail later in this 
article) is one component of an overarching suite of “supply chain 
imperatives” that Accenture identified following an in-depth study 
of 1,500 supply chain executives, including many from Asia Pacific2. 
(High performance is defined as the behaviours and characteristics 
of companies that consistently outpace their industry peers.) 
Researchers found that high performers frequently adhere to a 
variety of supply chain tenets. This article does not discuss all these 
guiding principals; instead it concentrates on the six imperatives 
we believe have the greatest relevance to supply chain decision-
makers across Asia Pacific. 

1. Design an operating model that is simple on the inside and 
differentiated on the outside
Supply chains that drive high performance (i.e., by contributing 
growth and profit potential, as well as efficiency enhancement) are 
inherently complex. Companies generally deal with this challenge by 
emphasising asset and network optimisation. 

However, true high performers typically go further by taking 
a holistic view of their operations architecture, and systematically 
determining whether or not to share capabilities or resources across 
supply chains, business units or even across companies. Toward this 
end, they consider not only operational economics (economies of 
scale and scope), but also strategic priorities such as control and 
market responsiveness. Very often, these considerations are based 
on the potential to combine, aggregate and simplify behind-the-
scenes functions, while emphasising differentiation where it is most 
visible and relevant to customers. This is what is meant by “simple on 
the inside and differentiated on the outside.” Put another way, high 
performers develop operations architectures that stress efficiencies 
upstream and flexibility and adaptability downstream. This is what 
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a Malaysian tobacco company recently 
did: it concurrently simplified its back-end 
operations by consolidating manufacturing 
and supply, while broadening the channels 
and variety of products made available to 
customers. 

2. Focus on value, not assets
In the process of optimising their operations 
architecture, high performers manage value, not 
assets. The goal is processes that help engender 
quality, service, market access, flexibility and 
low cost. A good example is Korea’s Samsung, 
which is well known for building supply chain 
innovations on a “value foundation.”

Adopting a “value, not assets” approach 
requires a deep understanding of total cost 
(and value) of ownership. This in turn requires 

product line rather than a specific function. This is especially relevant to 
Asia Pacific companies because of the myriad economies and cultures 
that comprise the region. Leaders in globalisation also are more likely 
to emphasise hemispheric (near-shore) supply markets than far-shore 
supply sources. This approach is increasingly important to mitigate 
risk and accommodate the inevitable uncertainty associated with 
labour arbitrage. Lastly, global leaders typically define their strategies 
from the top down. Yet they implement from the bottom up in small, 
manageable pieces.

4. Factor tax efficiency into the supply chain planning equation
Corporate governance practices generally dictate that profits be 
allocated according to the level of risk and value-added activities 
contributed by each one of a company’s business entities. Naturally, 
profits accrue faster in a more favourable tax climate, such as Singapore. 
And profit potential is even higher if key operations such as category 
and sourcing management, supply planning, order management, 
finance operations and brand development are consolidated into 
a single, lower-tax location through the creation of a centralised 
operating model. This can also improve process control, free up 
significant amounts of cash and ensure that operational changes do 
not create unnecessary tax exposure, risks or incremental costs. 

Still, development of a tax-advantaged supply chain strategy can 
be cost- and time-intensive. It works most effectively for companies 
that can identify with two or more of the following characteristics. 
•	 Frequent	cross-border	transactions	(goods	and	services)
•	 Valuable	intangible	assets	(intellectual	property,	brands)
•	 Regionalisation	and	consolidation	of	customers
•	 Main	operations	currently	in	high-tax	countries
•	 High	cost-to-serve	relative	to	industry	competitors
•	 Products	manufactured	in	large	quantities,	thus	creating	potential	

economies of scale by centralising
•	 A	disaggregated	supply	chain	with	limited	process	consistency

Based on these characteristics, it is easy to see why consumer 
goods companies are frequently receptive to a more centralised, 
regional operating model–often choosing Singapore (and, more 
recently, Dubai) in the East and Middle East, Switzerland in Europe, 
and Panama in the West. A range of industries from chemicals, oil 

Figure 2: striking the right balance among various supply chain levers (missions)
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•	 Consolidate	purchasing	power

•	 Centralised	manufacturing	of	
a specific line of product

companies to distinguish between “core” and “context”: core resources 
or capabilities can be said to enhance a company’s competitive 
advantage. Contextual (non-core resources or capabilities) do not. 
More and more Asia Pacific companies are making this distinction, 
and subsequently opting to outsource capabilities that do not directly 
foster competitive advantage. This sort of strategy can be particularly 
fruitful in a turgid economic environment, where operations are often 
saddled with headcount freezes. 

Consider the application of contextual outsourcing to order 
management. One of the world’s leading high-tech companies has 
a formidable distribution channel across Asia Pacific. Recognising 
that chasing orders and coordinating shipments is not one of its core 
(differentiation-inducing) capabilities, the company outsourced order 
management to a supply chain services provider in the region. 

3. Convert the global footprint into a competitive advantage 
Supply chains that drive high performance are increasingly regional 
or global in nature. As a result, operations are becoming much more 
networked and interdependent. In effect, a shift is occurring from 
multinational corporations that buy and sell in multiple countries, 
to organisations that also buy and sell in multiple countries, but 
emphasise locally performed business functions, such as sourcing, 
distributing, selling, marketing and support. That means finding the 
right balance across the various levers identified in Figure 2. 

Many consumer goods companies in Asia Pacific are building 
postponement programmes using a global footprint strategy. 
Since almost every country has its own regulations, languages and 
consumer preferences, the manufacture of items from game boxes 
to toothpaste invariably benefits from an approach where the base 
product is created in one central location and the remaining processes 
(packaging, labelling, software, etc.) are postponed until the product 
is earmarked for a specific country or region. This approach can 
dramatically improve planning operations, since fewer decisions need 
be aggregated into a single, more general forecast. 

As a company refines its regional/global footprint, it also must 
strive for accountability and balance between local and global 
objectives. There is no single way to achieve this. However, recent 
Accenture research points to several guiding principles3. First, the most 
successful companies often globalise the value chain of a product or 
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6. Selectively invest for mastery in differentiating capability areas
In the aforementioned study, Accenture researchers sought to identify 
the differentiating elements that exemplify supply chain mastery in 
sourcing and procurement, manufacturing, transportation, planning, 
product lifecycle management and service management. Results 
show that domain mastery can lead to business value. Comparing 
the performance obtained by the companies exhibiting the highest 
level of proficiency in a particular domain (the “masters”) with the 
rest of the population, we found that masters’ median performance 
on all measured metrics was approximately 17% higher than that of 
non-masters. In fact, masters’ median performance (compared with 
the remainder of the population) was 50% higher on 22 of the 68 
metrics utilised for this research.

Mastery matters. But it doesn’t mean that a company should strive 
to be number one in every supply chain dimension. Instead, supply 
chain masters distinguish themselves by adopting two distinctive 
traits. First, they outperform peers on a select number of domains. 
Second, supply chain masters do not drastically underperform in any 
domain. Underperformance could undermine or offset the gains made 
by excelling in other areas. 

The bottom line is that high performance is clearly a function 
of exceptional execution. However, the best companies also have 
spent considerable time determining where exceptional execution 
can generate the greatest returns. When it comes to supply chain 
management–in Asia Pacific and around the world–high performers 
are good at everything but great in the things they deem to matter 
most. You might say that achievers of high performance always enjoy 
a home field advantage.     

and gas, pharmaceutical, communications and high tech, and mining 
and metals companies are also pursuing similar strategies. The basics 
of a centrally operated model are illustrated in Figure 3. Still, no 
company or industry can afford to forget what is most critical to the 
success of any supply chain re-orientation: delivering excellence to 
customers (internal and external) in a way that creates real competitive 
advantage.

Increasing the attractiveness of tax-advantaged supply chain 
planning is the Asia Pacific region’s preponderance of multilateral and 
bilateral free trade arrangements. For example, the ASEAN Free Trade 
Agreement has helped create a somewhat European-style trading 
block across southeast Asia. Consistent with its tax position, Singapore 
has been particularly aggressive with bilateral trade agreements, 
having recently forged such pacts with China and the United States, 
and laying the groundwork for similar arrangements with India. 

5. Invest for flexibility
As operations become more geographically dispersed, supply chains 
are subject to many more potential sources of disruption and therefore 
risks. Flexibility thus becomes doubly important to ensure short- and 
long-term resilience. High performers distinguish themselves in this 
area in three ways. First, they clearly identify, understand and segment 
risks. Second, they build into the supply chain the ability to respond 
and adapt to those risks. Third, they make sure the company has the 
ability to act on and leverage the investment made in flexibility. To the 
latter point, we have observed that flexibility often goes unutilised. 
The problem is that supply chain decision-makers may not understand 
what flexibility they actually have and how to leverage it. It does no 
good for a company to have a dual-sourcing strategy if materials 
management or fulfillment processes are unable to switch between 
sources when necessary. 

So how does one build flexibility and risk reduction into the supply 
chain? Some measures include: 
•	 Producing	various	products	at	varying	 locations	based	on	an	

optimised combination of total landed costs, availability of skilled 
labour, technology, and so forth.

Figure 3: transferring value added and risk allows accumulation of profits 
within a low-tax jurisdiction

Notes: 
1. “Creating and Sustaining the High-Performance Business: Research and Insights 
on the Role of Supply Chain Mastery,” ©2003, Accenture
2. Accenture’s High Performance Supply Chain research initiative was among the 
most extensive research efforts ever conducted in the supply chain management 
space. It included surveys and interviews with more than 1,500 executives across six 
supply chain capability areas, representing input from 10 industries and 21 countries 
across North America, Europe and Asia. 
3. In 2006 and 2007, Accenture conducted a global survey of 300 senior corporate 
executives, backed by interviews with numerous global supply chain experts, to 
assess how companies implement highly effective global operations.

•	 Building	capacity	redundancy.
•	 Crafting	 product	 design	 strategies	 that	

emphasise modular product architecture, 
standardisation, substitution, commonality and 
postponement. As noted earlier, these efforts 
make it possible to delay decisions in regards 
to where (less expensive) mass-produced goods 
are ultimately routed.

•	 Using	flexible	contracts	and	dual	(multi-vendor)	
sourcing strategies. 

•	 Building	centralised	buy/sell	hubs	 in	business-
friendly or tax-advantaged locations such as 
Dubai, Singapore and Hong Kong. These facilities 
can make it possible for a company to make better 
deals with fewer suppliers, and to manage global 
categories with greater flexibility and economy. 
The ability to adapt quickly and cost-effectively 
to variabilities in demand is also a major benefit. 

•	 Supply	Chain	Management	Company	
holds functions, risks and assests that 
are critical to the overall performance 
of the regional group

•	 Requires	 business	 substance	
ne ces sa r y  to  p er for m t hes e 
responsibilities – functions and staff 
have to be relocated

•	 Attracts	 significant	 portion	 of	
business profits based on attributes 
& profit responsibilities incurred 
centrally
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The consequences of a recall always exceed the significant upfront expense of 
recalling a product. A recall attracts media attention, and may negatively affect 
a manufacturer’s reputation and brand name, or even the perceived quality of 
production in an entire country. In this article, Frederic Gomer of iCognitive 
looks at the real consequences of product recalls, and the challenges 
companies face in dealing with such issues. He also proposes a methodology 
to identify, assess and mitigate product recall disruption to supply chain 
operations

Recalls…when Supply 
Chain Management turns 
into Crisis Management…

Recalls of consumer products have dramatically increased in 
recent years. The most visible examples of this have come 
from China, and in a host of different sectors, including 

foods, cosmetics, pharmaceuticals and others. The infamous recall 
of toys by Mattel in August of 2007 saw some 21m toys recalled 
twice as a result of harmful magnets and lead paints used to 
make the products. More recently, we have seen widespread 
coverage of the mass recall of China-made dairy products tainted 
by melamine. 

In a supply chain context, these recalls raise several key 
questions, including:  
 How do you compete with others to reduce costs while 

continuing to guarantee the quality of your products?
 How do you ensure the efficient execution of outsourced 

activities in a much more complex trading and production 
environment? 

 How do you identify, assess and mitigate potential disruptions 
in supply chains in a systemic way in order to control the risk 
of product recalls?

Colossal consequences 
The consequences of a recall always exceed the significant 
upfront expense of recalling a product, and by a long stretch. 
A recall attracts media attention, and may negatively affect a 
manufacturer’s reputation and brand name, which is a persisting 
residual damage over years. It can lead to the collapse of entire 
organisations, or even have implications for national economies 
with negative implications for entire industry sectors or 
countries. 

Following the contamination of milk by melamine, more than 
11 countries banned importation of China-made dairy products. 
The impact of such large-scale incidences of defective product 
and product recalls affects not only the brand-owning companies 
involved, but also their suppliers, customers, industry, competitors 
and country. Suppliers experience activity disruption (sudden 

and significant activity fall); customers need to alter their buying 
behaviour; the reputation and integrity of the particular industry 
sector involved comes into question; competitors experience 
market destabilisation and risk the propagation of the recall 
scandal; and the national image of the country involved can be 
damaged to an extent that results in falling exports and strained 
international relations. 

Direct costs
The ‘direct costs’ of a recall can include:
a) Communication costs 
  Recall communication campaign (press release, TV, 

newspaper, information mailings, etc.)
  Customer support hotline/toll-free information line
  Negative news screening 

b) Loss of sales
In October 2007, when Fisher Price recalled 1.5m infant toys 
worldwide, the total bill in lost sales rapidly exceeded US$30m 
(based on a per unit retail price of $5-$40). Although exact figures 
for loss of sales related to the Mattel recall earlier that same year 
are difficult to come by, we can safely assume the loss of sales as 
a result of the 21m-unit recall was nothing short of astronomical. 
These kinds of costs can seriously affect a company’s profitability 
and even lead to bankruptcy.

c) Cost to maintain business interruption
In some recall cases, companies are forced to interrupt their 
business, and in order to recover after the crisis, have to recoup 
revenue loss and charges and expenses incurred during the 
business interruption period.

d) Inventory losses
This includes any company inventory that has to be destroyed, in 
addition to any products removed from market circulation.

Supply Chain Asia January/February 2009
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e) Cost of refund/compensation
In most cases, defective products have to be refunded to 
customers. At the very least, equivalent value coupons will likely 
be offered in exchange for recalled products. 

f ) Logistics costs 
The logistics cost of the recall process can be incurred through: 
  Cost of physical collection of the defective product 
  Shipping and redistribution costs
  Rehabilitation/repair costs
  Disposing of the defective product
  Cost of shipping the replacement product
  The possibility of additional costs from spare warehousing 

to isolate and store the defective product
  Extra overheads to conduct investigation, evaluation or 

analysis

In addition to fines from government agencies, costs of 
ensuing litigation can be great. By October of 2006, the Montreal-
based Mega Brands, maker of Magnetix, a construction toy, had 
paid $13.5m to settle four lawsuits and ten claims related to 
Magnetix injuries.  

Indirect costs
It should be noted here that while the direct costs of a recall can be 
enormous, the indirect costs could outweigh them substantially. 
In 1990, when French mineral water company Perrier had to 
withdraw 160m bottles from shelves worldwide (in 120 countries) 
after a benzene contamination, the total cost of the exercise was 
calculated to be $263m, with only $30m of this attributed to the 
direct costs areas mentioned above. 

The indirect costs of a product recall can include: 
 Loss of market share 
 Subsequent loss of sales
 Negative impact on brand or company’s image
 Cost to rehabilitate the company’s reputation 
 Collapse of organisations

The challenges in supply chain management 
Paradoxically, while outsourcing 
is often driven by cost reduction 
considerations, the lack of  proper 
execution of this strategy can lead to 
unconsidered and often very large 
costs related to the recall of products. 
Some of the most respected and 
well-run companies in the world have 
experienced massive product recalls, 
among them General Electric, Dell 
Computer, Nestlé, Kraft, Johnson & 
Johnson, General Mills, Campbell’s, 
and Nike. These recalls have largely 
resulted from a lack of control over 
key components of their supply 
chains, such as suppliers or contract 
manufacturers. Control of the quality 
of products is vital but remains a huge 

challenge in an increasingly complex supply chain environment 
in which companies have to deal with several layers of remote 
suppliers, all attempting to effectively monitor their own 
suppliers. 

The impact of total recall costs on supply chain costs can lead 
companies to reconsider their make-or-buy strategic decisions, 
or at least force them to review their procurement strategies to 
effectively combat potential product recalls. Companies sourcing 
products from incriminated suppliers face substantial supply 
disruption, especially when the recalled product is a raw material 
or a commodity (such as sugar, beans or oils) used in a wide range 
of products. 

When a company is facing a massive product recall, the 
challenge lies in its ability to manage an efficient recall logistics 
system in a real crisis environment. This can be compared to 
reverse logistics, but is often on a much larger scale and to be 
carried out with more stringent constraints such as, for instance, 
a time issue if there is risk to public health. But the real key to 
eliminating or limiting damages is the upstream preparation of a 
robust mitigation plan to either completely avoid costly recalls, or 
minimise their impact before they occur. 

Mitigating the risks of product recalls with the SCOR 
9.0 Model 
The Supply Chain Operations Reference Model (SCOR) is a process 
reference model that has been developed and endorsed by the 
non-profit Supply Chain Council as a cross-industry standard 
diagnostic tool for supply chain management. The model enables 
companies to address, improve and communicate supply chain 
management practices, spanning from the supplier’s supplier to 
the customer’s customer. 

As an essential approach to supply chain risk management, SCOR.9 
integrates a comprehensive set of processes, tools, best practices and 
metrics to identify, assess and mitigate potential disruptions in the 
supply chain. The model is composed of four phases. 

Phase 1 - Risk Identification 
The objective of this phase is to identify any potential risks that 
could negatively affect the company’s supply chain. Based on a 
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Fig.1 The four phases of the definition of a supply chain risk management strategy

Source: iCognitivePte, Ltd (2008 Copyright)
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description of the entire supply chain (Supply Chain SCOR mapping), 
the risks identification is conducted through analysis of historical 
problems, industry trends, assessment surveys, site audits and 
others. A list of the relevant supply chain risks is then established to 
highlight potential threats such as raw material shortage, equipment 
breakdown, supplier failures, or product liability.

Phase 2 - Risk Assessment 
From the list of identified risks, a qualitative and quantitative 
evaluation is conducted to assess and prioritise the probability of 
occurrence of each risk and its impact on the company’s supply 
chain. This assessment can be performed with the support of 
specific tools (Failure Mode Effects Analysis; Fault Tree Analysis, 

or Event Tree Analysis); “what-if” 
simulations; financial models; 
SCOR metr ics,  and exper t 
opinions.

The key result of this phase 
is a categorisation and scoring 
of the risks by occurrence 
probability versus impact.

Phase 3 – Implementation of 
Supply Chain 
Risks Management Plan 
T h e  s u p p l y  c h a i n  r i s k 
management plan is evaluated 
in terms of solutions suitability, 
cost-efficiency and ease of 
implementation. Implemented 
measures and options should 
cover major identified risks 
including the response and 
crisis communication plan, risk 
transfer and sharing options, 
s o u r c i n g  r i s k  m i t i g a t i o n 
strategies (multiple supply 
sources, supplier collaboration, 
sourcing opportunities, etc.), 
enhanced business rules to 
mitigate risk, and supply chain 
reconfiguration options to limit 
disruption.

Phase 4 – Risk Mitigation 
The final phase brings an answer 
to how the major risks can 
be controlled, mitigated and 
monitored. The risk mitigation 
includes drills of the supply 
chain risk plan to ensure the 
company’s readiness, as well as 
a series of metrics to monitor risk 
levels to anticipate problems as 
early as possible. 

The financial consequences 
of product recalls can be colossal with persisting damages 
spreading beyond a company’s boundaries to affect many 
elements in its environment. Avoidance and minimisation is 
possible with a robust risk mitigation plan, which can be built 
with a proven supply chain risk management methodology such 
as SCOR 9.0.

Product recalls are just one of a series of risks that can disrupt 
company supply chains so to be effective, the supply chain risk 
management system should integrate any potential risks, from 
supplier failures to natural disasters or even terrorist attacks.  
The real challenge facing companies today is to integrate risk 
management into the configuration of their supply chains and 
—  more broadly — into all strategic decision-making.     

Fig.3 Example of supply risks identification with SCOR Geo-mapping 

Source: iCognitivePte, Ltd (2008 Copyright)

Fig.2 Risks identification in the extended supply chain

Source: iCognitivePte, Ltd (2008 Copyright)
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The future of supply 
chain in India
At the end of last year, India’s Ministry of Commerce granted Arshiya International formal 
approval to develop the first of five Free Trade Warehousing Zones (FTWZ) planned by the 
company in India. The zones are part of a US$1.2bn, six-year project to create India’s first and 
only fully integrated supply chain company. Arshiya International chairman Ajay Mittal talks to 
Turloch Mooney about the future of supply chain in India

❝We have 75 rakes 
on order, each with 
a capacity of 90teu. 
People say I’m being 
aggressive, but I don’t 
believe so. Rail is 
much more efficient in 
India.❞ 
Ajay Mittal, chairman, 
Arshiya International

It was 15 years ago that Ajay Mittal first saw 
the potential of logistics. Working at the 
time with a chemical trading company, he 

noticed customers getting, “very frustrated 
with not receiving their deliveries on time”. 
Moreover, he realised this was not a problem 
isolated to India or to Asia, but that lack of 
quality logistics support for the chemicals 
industry was a global issue.  

The solution for key customers at the time 
was to consolidate logistics services under a 
single provider. By the year 2000, however, 
BDP India had been set-up, and meeting 
the logistics needs of customers was an 
important part of its value proposition. This 
proved far-sighted, and five years after that 
the trading component was sold off in pieces 
so the company could focus exclusively on 
logistics. 

“The demand for good logistics services 
was there and that side of the business was 
making more money,” explains Mittal. “Then we 
started looking at supply chain management. 
We were getting a good understanding of 
the new supply chain concepts around at 
the time — regulated production, minimum 
order quantities, supply chain visibility, and 
so on. From a financial perspective, we saw 

27country focus - IndIa
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that progressing the company into supply 
chain management would mean switching 
from earnings out of margins on logistics 
operations to earnings out of adding value 
to supply chain processes.” 

The business model was fl ipped 
accordingly and one reverse listing on the 
Bombay Stock Exchange later you had 
Arshiya International, the framework for 
India’s first fully integrated supply chain 
management company. 

“We started offering a full range of supply 
chain services to customers in a variety of 
industries,” says Mittal. “We started putting 
our staff on site with customers, doing 
demand and production planning, and 
redesigning supply chains under long-term 
contracts. We were offering a full range of 3PL 
and 4PL services.” 

Strategic asset investment
Against the backdrop of rapid progression 
and change in the Indian economy, Mittal 
saw the value, and perhaps indeed the 
necessity, of making large investments in 
strategic supply chain assets. “The level of 
development of India’s infrastructure, and 
levels of asset and service quality in key 
supply chain areas such as trucking and 
freight forwarding are often compared with 

❝Unlike China, where the consuming population is 
largely concentrated in the east and south, the consuming 
population in India is spread all over the country. Distributing 
nationwide is a huge challenge — the roads are bad and 
trucks can only do average speeds of 5-6km per hour. 
“The rail system, on the other hand, is very well networked. 
It is 40% cheaper to move freight by rail and it takes 60% of 
the time it takes to send it by truck.❞

on 175 acres of land close to JNPT, India’s 
busiest port by far, and close to the site of 
the proposed new Mumbai International 
Airport) and will provide a standard of 
warehousing and other supply chain facilities 
hitherto virtually non-existent in India. The 
idea of the zones is to enable companies 
to reduce costs, increase efficiencies, and 
extract value out of supply chain operations 
from tax, duty deferment and other customs 
and regulatory benefits.

“Customers will be able to reduce product 
costs by between 7% and 11%,” says Mittal. 
“Take, for example, a US-based manufacturer 
of electric razors selling into the Indian 
market. He may be buying parts from China, 

China 15 years ago. If you take warehousing, 
for instance, many of the major global 
brands operating in India still have to use 
old and poor quality godowns for their 
warehousing needs because they don’t have 
other options. It became apparent to me 
that to achieve what we want to achieve, we 
need to create and own our own key supply 
chain assets.” 

This is where the FTWZs come in. 
Described by Mittal as the “key differentiator” 
in the company’s value proposition, Arshiya 
will develop a total of six FTWZs, five in India 
and one in Oman in the Middle East. Each 
zone is being developed at a key supply 
chain node (the one in Mumbai is being built 

The FTWZs will provide a standard of supply chain infrastructure hitherto virtually non-existent in India
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Taiwan and Europe, all of which go to the US 
for assembly and packing before shipping 
back to India. Customs duty is paid when 
the goods come into India and the product 
is distributed throughout the country, with 
very little visibility to the manufacturer on the 
domestic supply chain in terms of how the 
goods are delivered and the costs involved.  

“What we offer is to take the parts 
directly into our FTWZs. Because the zones 
are not considered domestic territory, this 
doesn’t require payment of any duty. The 
products are assembled, packed, labelled 
and customs duty is only paid when they 
leave the FTWZ. We can then distribute the 
products nationwide providing full visibility 
to the customer on the methods and costs of 
the distribution.” 

The FTWZs and the regulatory benefits 
they provide to supply chain operations are 
a completely new addition to the Indian 
market. The government of India had 
established Special Economic Zones (SEZs) 
for manufacturing and services, but it is only 
since the addition of FTZs to the SEZ Act in 
2007 that tax and duty deferment and other 
supply chain benefits can be enjoyed by 
trading and warehousing operations. 

Arshiya’s India FTWZs will offer similar 
services for neighbouring Pakistan and 
Bangladesh, and the one in Oman — where it 
operates its own trucking fleet — means the 
company can also offer supply chain hubbing 
services for the Middle East. 

“We can use our locations in India and 
the Middle East to connect different regions,” 
says Mittal. “The FTWZs will serve India and 
neighbouring markets, but also handle 
business such as product coming from the 
Far East for consumption in the Middle East, 
for instance.” 

Pan-India distribution assurance
Up to a third of the $1.2bn investment 
in Arshiya is going towards assuring the 
integrity of the company’s domestic market 
distribution system. 

In April of 2008, following the ending 
of the monopoly on rail freight transport in 
India two years before, Arshiya secured one 
of 14 licences issued to the private sector 
to operate container freight trains in the 
country. The company has ordered 75 rail 
rakes, is installing rail sidings at key export-
import hubs, and is constructing several rail 
terminals to handle pan-India distribution. 

“People say I’m being aggressive, but I 

don’t believe so. Rail is much more efficient 
in India. 

“Unlike China, where the consuming 
population is largely concentrated in the east 
and south, the consuming population in India 
is spread all over the country. Nationwide 
distribution of freight is challenging — the 
roads are poor, and the trucks can only do 
average speeds of 5-6km per hour. 

“The rail system, on the other hand, is 
very well networked. It is 40% cheaper to 
move freight by rail and it takes 60% of the 
time it takes to send by truck. Rail is also more 
secure because you have lower levels of cargo 
theft and pilferage.” 

Some 2.8bn tonnes of domestic cargo 
are currently moved on an annual basis in 
India. Of this, 65% is moved by road; 30% by 
rail, and the 5% balance through pipelines, 
inland waterways, and other means. Based 
on growth projections for the economy as a 
whole, the amount of freight moved in the 
country is conservatively estimated to double 
to 5.6bn tonnes by 2015. 

“Cargo movement related to steel 
production alone will be 400m tonnes by 
2015,” says Mittal. “Indian ports currently 
handle only 6m teu a year; Chinese ports 
handle 100m. The ports will be handling 
more containers and those containers will 
need to be moved to the hinterland. 

“With this sort of growth, for rail to 
simply hold its market share of 30%, the 

capacity carried on the roads would need to 
double. The truck-manufacturing capacity 
isn’t there for that, and neither is the road 
network. Someone will have to move all of 
this additional cargo and that someone will 
be private sector rail operators.”  

The ability to offer secure and efficient 
domestic distribution through a self-owned 
network of rail hubs and rakes is a crucial 
element in the company’s offer of fully 
integrated supply chain solutions. As well as 
complete control and visibility over freight 
movements, it enables it to offer total 
solutions to customers, something Mittal 
considers a vital competitive advantage: “We 
need to be able to tell customers we can take 
care of their entire production. If you say to 
a steel customer, ‘I can take care of one day’s 
production for you,’ he’s not interested. If you 
say ‘I can take care of your entire production,’ 
then he’s definitely interested.” 

Connecting the dots 
S u cce s s f u l l y  p rov i d i n g  i nte grate d 
solutions from a complex mix of assets 
and sophisticated supply chain services 
for very large volumes of production 
requires one final key ingredient. Singapore-
headquartered Cyberlog Technologies is 
a wholly owned subsidiary of Arshiya with 
75 software developers based in Mumbai 
rolling out supply chain and logistics control 
and management solutions. “IT capability is 
very important. It provides the platform that 
allows us to bring everything together. What 
we’re doing on the IT side at the moment will 
be the biggest advantage we have in four or 
five years time.” 

The year 2009 will be a big one for 
Arshiya International. With rail operations 
commencing in January, and the first of the 
FTWZs to be operational by September, Mittal 
is adamant he is not deterred by ongoing 
problems with the global economy. 

“Our focus now is to maintain the growth 
we have been seeing in our logistics and 
supply chain business. We have come 
up with all of our deliverables within the 
required time periods — the various licences 
required; the land for the FTWZs, and so on. 
With formal approval for the Mumbai FTWZ 
already granted, approval for the second 
in Delhi just around the corner, and the 
commencement of rail operations in January, 
we are looking forward to continuing to play 
our key role in the ongoing transformation 
and development of India.”     

❝The FTWZs are a 
completely new addition 
to the Indian market. 
The government of India 
had established Special 
Economic Zones (SEZs) 
for manufacturing and 
services, but it is only 
since 2007 — with the 
addition of FTZs to the 
SEZ Act — that zones 
offering tax and duty 
deferment and other 
benefits for trading and 
warehousing activities can 
be created.❞
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The current economic crisis is changing economics on global, regional and national levels and 
procurement professionals need to come up with a meaningful response to these changes. 
Gerry Mattios, practice leader, Procurement and Supply Chain Leadership, with Atos Consulting 
Asia Pacific, looks at the changes and challenges emerging in supplier-buyer relationships, and 
at where opportunities can be found

Procurement challenges 
and opportunities in a 
slowing economy

are attempting to come up with a meaningful 
response, but doing this is a challenging 
task. 

Markets are always unpredictable. It is 
difficult to predict when the current crisis 
might be bottoming out, and difficult for 
procurement professionals to accurately 
forecast prices for materials. Working off 
benchmark prices from last year, or even from 
the past three months, is not so dependable 
anymore, making it a challenge to effectively 
balance inventory levels and safety stock 
levels, and to select the right dates to 
purchase materials while under pressure 
from top management to buy maximum 
volume at the lowest possible price. 

Such an environment of volatile materials 
prices can bring big losses to companies. The 
recent sharp slump in the price of oil has 
dealt a heavy blow to the chemicals industry, 
for instance, with prices dropping for a range 
of chemical products. 

Oil is just one — albeit very visible — 
example. Prices for other key materials 
have also been showing heavy volatility. 
Since July last year, the price of nitric acid 
in China has dropped by more than 40%, 
from RMB4200/ton to RMB2400/ton. At the 
time of writing, the price of phenol in China 
had dropped by around 50% in the space of 
just six months. 

Over the years, US mortgage lenders 
were happy to lend money to 
people who couldn’t fully afford 

their mortgages. They did it because they 
believed there was nothing to lose. These 
lenders were able to charge higher interest 
rates and make more money on sub-
prime loans. As borrowers struggled with 
repayments, banks started to incur liquidity 
problems. This rapidly evolved into a global 
crisis characterised by bank failures and 
declines in stock indexes. The crisis has 
now spread from commercial banks to 
insurance, automotive, transportation and 

manufacturing industries all over the 
world. The crisis is reshaping the world’s 

economies on a number of levels and it 
appears no country is immune to the 

ripple effects. 

Challenges for procurement 
professionals

The biggest danger for 
Asian economies is that 

global demand, supporting 
the region’s exports, will 

continue to weaken as the 
crisis erodes consumer 

confidence. Asia 
p ro c u re m e n t 

personnel 
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In this environment, re-evaluation of the 
capacity of key suppliers is a must, in order to 
limit potential damage to your business from 
problems faced by your strategic suppliers, 
including possibilities of bankruptcy. Be 
advised to carefully study the business 
models and market strategies of your key 
suppliers and to consider whether they 
may pose a risk to your company’s supply 
chain operations. With regard to materials 
you source from more than just one vendor, 
you may now need to adjust what quantities 
are procured from whom, based on factors 
such as the financial condition of suppliers; 
their overall level of competence, and so 
on. It is important to take measures to limit 
damage to your business from internal 
problems suppliers may be experiencing in 
the current economic climate. On the upside, 
taking more interest in the business of your 
suppliers could be a good opportunity 
to start working with them in a more 
collaborative manner, in order to jointly 
improve supply chain performance and 
realise cost benefits. 

While the necessity to reduce costs at the 
moment may be inevitable — experience of 
similarly difficult economic conditions in the 
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past indicates a likely 
general tightening 
o f  p r o c u r e m e n t 
spending budgets — 
it is important to note 
that this should never 
be undertaken at the 
price of quality. It is 
unwise to generate 
short-term savings 
at the expense of 
quality, which could 
have a long-term 
detrimental effect 
on your business. 
You need to keep in 
mind what you will 
be competing with 
once prosperous 
times return. 

In the drive to re-
duce costs, procure-
ment teams may be 
focusing on price-
down discussions, 
rebates, or deferral 
of payments to ven-
dors. Procurement 
and financial busi-
ness leaders will also 

need to work with their organisation to more 
aggressively target and manage the drivers 
of demand, and perhaps slow down or stop 
spending in discretionary areas such as travel 
and training. Again, while perhaps necessary, 
the risk of the short-term benefits of such 
actions must be balanced against the risk of 
longer-term damage as a result of them, par-
ticularly in areas such as staff retention, new 
product innovation, and customer service.

Reduced order volume can mean 
reduced leverage in negotiations 
Under normal circumstances, if a buyer orders 
a large quantity of material, his leverage in 
negotiations with the supplier should be 
correspondingly large. However, in a slowing 
economic environment many companies will 
be more prudent with their sales forecasts, 
meaning lower total procurement volumes, 
which can translate to a gradual weakening 
of the leverage of buyers in negotiations. 
Procurement professionals need to be aware 
of this situation and understand its effects. 

In addition, to compensate for shrinking 
sales, some companies will explore new 
business opportunities in order to survive. 

Monthly average posted crude oil prices, 2008

Source: ICIS Pricing

The price of phenol in China, June to November 2008
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This might entail procurement of new 
materials that the procurement team does 
not have experience with, but procuring 
these materials may be very important to 
the future of the business. Procurement team 
members must develop the competence to 
proactively and quickly grasp the new skills 
that are required, particularly with regards to 
purchasing projects that require the buyer to 
have certain technical and soft skills. This is 
a challenge that procurement professionals 
need to view as something to be mastered 
rather than something to worry about. 

Opportunities in a slowing economy 
While the economic slowdown can 
be challenging for buyers it also offers 
opportunities. Economic downturns provide 
the right environment to redefine where 
organisations are positioned in the market, 
where they need to be going, and how to 
get there. Companies should proactively 
prepare for the downturn and coming 
upturn by doing things such as building 
flexibility and scalability into the workforce 
plan. This will likely involve introducing new 
skills to your existing workforce, focussing 
on value for money in the back office, and 
taking measures to achieve better customer 
retention at the front. 

The slowdown has created a buyer’s 
market in certain instances and purchasers 
need to develop strategies to take advantage 
of this. In the case of some ‘monopolised’ 
materials, for instance, buyers may find 
they are in a better position than normal. 
Certainly, the current economic situation 
can pose serious problems for suppliers to 

❝In this environment, re-
evaluation of the capacity 
of key suppliers is a must, 
in order to limit potential 
damage to your business 
from problems with the 
businesses of your strategic 
suppliers. Be advised to 
carefully study the business 
models and market strategies 
of your key suppliers and 
to consider whether they 
may pose a risk to your 
company’s supply chain 
operations.❞
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get the resources they need to compete for 
business, develop new products, invest in 
new projects, and secure themselves against 
negative cash flow scenarios at the early 
stages of new product development and 
rollout. Buyers need to recognise whether 
their situation offers them new opportunities 
and should act on them responsibly, bearing 
in mind that markets change over time and if 
they do nothing now, they could potentially 
damage their purchasing positions when the 
advantage reverts to the seller. Nevertheless 
it is important to stress that such situations 
should not be taken as opportunities to 
take ‘revenge’ on your strategic suppliers 
or get all you can while you can. Rather, 
these situations should be taken as an 
opportunity to reinforce the idea of long-term 
business partnerships and enhancement of 
relationships with strategic suppliers. 

Many suppliers are currently more 
aggressive in their terms and pricing as a 
result of a desire to keep capacity utilised and 
to maintain revenue streams. More forward-
thinking suppliers also recognise that they 
can take advantage in the current climate, 
and position themselves well for the future. 

Talented buyers recognise this and, in 
such an environment, will typically look to 
place more business, renegotiate contracts 
or seek out new suppliers. Some such new 
suppliers will be found in emerging markets 
such as Brazil, Russia, India, China and 
Vietnam. The opportunity of new supply 
sources in Asia has, in particular, received 
much attention from western countries in the 
current economic climate. Low-cost country 
sourcing, however, needs to be undertaken 
with caution, and evaluated in the context of 
long-term strategic planning and business 
needs. Some criteria to be taken into account 
when considering low-cost country sourcing 
might include price savings; transportation 
costs; intellectual property protection; 
risks of supply interription, and achieving 
environmental and ethical code compliance. 
Procurement teams can take new supplier 
sources as an opportunity to streamline their 
supplier base and improve the overall quality 
of their vendor list. With many companies 
now looking to do more local sourcing, 
they can also use the current climate as an 
opportunity to pursue this goal. 

In the other direction, the appreciation 
of emerging market currencies such as the 
RMB and weakening of the currencies of 
developed markets, means it may be a good 

time for country procurement offices in Asia 
to look at sourcing options in developed 
markets. 

Opportunities from government 
economic stimuli 
Th e  c u r re nt  c l i m ate  m ay  p re s e nt 
opportunities from actions taken by 
specific countries to stimulate their national 
economies. The Chinese government, 
for instance, has announced an RMB4trn 
stimulus package for the country. The plan 
includes boosting domestic demand, reform 
of tax policy, interest rate cuts and injection 
of government funds for infrastructure 
development. The government is also 
encouraging more consumption of local 
products and is assisting some specific 
domestic business sectors.  

Such policies can represent new 
and significant opportunities. Company 
procurement teams should study how 
to assist in the meeting of the social and 
economic needs of countries through 
measures such as taking part in government-
supported projects. Other national economic 
stimuli may include the introduction of 
new infrastructure and services that can be 
taken advantage of, such as new bonded 
zones or expansion of bonded zone 
benefits. Utilising these can bring a range 
of new advantages to companies including 

opportunities to shorten purchasing lead 
times through relocation or expansion of 
logistics operations, and easing cash flow by 
taking advantage of new tax benefits. 

Conclusion
The current slowdown brings with it several 
opportunities to grow the competitiveness 
of your business. Staying abreast of new 
government policies, taking advantage 
of the opportunities of ‘buyer’s markets’ 
and changes in currency values are some 
of the areas that can be investigated by 
procurement professionals before submitting 
action proposals to senior management. In 
the meantime, you should make sure that 
you can continue to rely on your strategic 
suppliers, spread risks where necessary, and 
take the opportunity to deepen collaboration 
with them. 

Economic slowdowns often provide the 
opportunity to reshuffle your operations 
through measures such as upgrading 
product lines and optimising supply chains. 
Current uncertainties are unsettling, but now 
is an excellent time to focus on improving 
processes and managing costs and suppliers 
more effectively. The key message is to exploit 
rather than shelter from the downturn, and 
decide whether your enterprise will bask 
or bake in the coming economic climate 
change.     

❝Markets are always unpredictable. It is difficult to 
predict when the current crisis might be bottoming out, 
and difficult for procurement professionals to accurately 
forecast prices for materials. Working off benchmark 
prices from last year, or even from the past three months, 
is not so dependable anymore. This makes it a challenge 
to effectively balance inventory levels and safety stock 
levels, and to select the right dates to purchase materials 
while under pressure from top management to buy 
maximum volume at the lowest possible price.❞
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Participation Fees
FREE for Those Attending the Career Fair
SGD15.00 for those attending the Career Talk

A Career Fair & Talk
by Young Professionals (YP) of Supply Chain Asia
Republic Polytechnic, Singapore
28th March 2009 | 10am - 4pm

Event Highlights

Promotion of supply chain and logistics 
careers by leading logistics firms in Singapore 
and Asia

Open discussion on career challenges in 
logistics and supply chain

Networking with senior professionals and 
veterans in the industry

Identify and appreciate the type of training 
courses available in the industry and its 
relevance today

A special “Shippers Pavilion” featuring  supply 
chain careers in leading brand companies in 
the world today

Event details and Registration can be found at 

www.supplychainasia.com/careers2009

Supply Chain Careers 2009

The Supply Chain industry plays a lead role in the development and growth of the global 
economy. However the development of talents and the formalization of its structure 
continue to lag behind many other industries.

Supply Chain Careers 2009 aims to provide a platform for aspiring and current 
professionals to be able to map and plan their personal career development in this highly 
dynamic industry.  

Supply Chain Careers 2009 is run by the Young Professionals Community (YPC), a project 
by Supply Chain Asia to connect the younger generations with the senior and veterans in 
this industry in Asia.

Career Fair
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Judges for the Supply Chain 
Asia Logistics Awards 2008
Mr Mohd Radwan Alami 
Chair of the Logistics Committee, Federation of 
Malaysian Manufacturers 

Mr Peter Boyce 
Senior Business Manager, LRQA Security 
Management Systems

Mr Sylvain Caillet 
Global Purchasing Director, Electronics Product 
Group & Asia Pacific, Visteon Corporation

Professor YT Chang 
Graduate School of Logistics, Inha University, 
South Korea

Professor Kevin Cullinane 
Director, Transport Research Group, 
Napier University, Edinburgh

Dr John Gattorna 
Supply Chain Thought Leader, Visiting Professor, 
Macquarie Graduate School of Management. 
Author of Living Supply Chains 

Capt Raymond Heman 
Regional Supply Chain Manager, Asia-Pacific 
Eastman Chemical 

Professor Paul Tae Woo Lee 
Director, International Shipping and Logistics 
Research Centre, Kainan University, Taiwan

Mr Paul Lim 
President, Supply Chain Asia

Mr John Lu 
Founding Chairman, Asian Shippers Council, 
Chairman, Singapore National Shippers Council 

Mr Jeffrey Russell 
Managing Partner, Supply Chain Asia Pacific, 
Accenture

Mr Vivek Sood 
CEO, Global Supply Chain Group

Professor Ivan Su 
Department of Maritime and Logistics, 
Soochow University, Taiwan

Ms Catherine Truel 
Founder, International Trade Instrument, 
Correspondent, Supply Chain Asia Magazine

Mr Joshua Wu 
APAC/Japan Supply Chain Solutions Manager, 
Intel

Chair of the Judging Panel 
Turloch Mooney 
Managing Director, Editorial, SC Asia Publications

The Supply Chain Security Award 
UPS Supply Chain Solutions

Global 3PL of the Year 
Kuehne + Nagel

Asian 3PL of the Year
YCH Group

Air Cargo Terminal of the Year 
HACTL

Container Terminal of the Year 
PSA Singapore Terminals

Air Cargo Carrier of the Year 
Emirates SkyCargo

Shipping Line of the Year 
APL

The Supply Chain Software Award 
Oracle

Supply Chain Integrator of the Year 
FedEx

The Education & Training Award 
The Logistics & Supply Chain 
Management Society

Airfreight Forwarder of the Year 
DHL Global Forwarding

Seafreight Forwarder of the Year 
Schenker

The Supply Chain Innovation Award
Agility

Supply Chain Manager of the Year 
•	 Procurement – Mr Bjorn Budolph 

Johansen, Director, Tools & 
Technical Services, Vestas Wind 
Technology

•	 Technology – Ms Pat Chua, 
Global Procurement Director, MSD 
Technology

•	 Operations – Mr Michael C K Cheng, 
Director, Business Development, 
CEVA Logistics

Supply Chain Visionary of the Year 
Dr Fu Yu Ning, Chairman, China 
Merchants Holdings (International), 
President, China Merchants Group

The Green Supply Chain Award 
DHL
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Fifty-one-year-old Dr Fu Yu Ning joined China 
Merchants in 1999. He is chairman and managing 
director of China Merchants Holdings (International) 

and president of China Merchants Group. 
Dr Fu graduated from China’s Dalian Institute of 

Technology with a bachelor’s degree in Port and Waterway 
Engineering in 1986. He obtained a doctorate degree 
in Offshore Engineering from Brunel University, United 
Kingdom in 1986 and worked as a post-doctorate research 
fellow thereafter. 

Dr Fu’s previous professional positions include 
managing director of Shenzhen Chiwan Petroleum Supply 
Base Co; managing director of China Nanshan Development 
(Group) Corporation, and executive director and vice president 
of China Merchants Group. Dr Fu has also held the position 
of chairman of China Merchants China Direct Investment 
Ltd, a company listed on the Stock Exchange of Hong Kong. 
He was appointed chairman of China Merchants Holdings 
(International) on February 1, 2000.

China Merchants Group has played a key role in the 
development of transportation infrastructure in China and 
Hong Kong. The group is a major investor and operator 
of ports, toll roads, energy transportation and logistics 
in China, and also has interests in manufacturing and 
trading. 

In 1992, China Merchants became the first red chip 
company to be listed on the Stock Exchange of Hong Kong 
and was incorporated into the Hang Seng Index in 2004. 

The Group’s port investments include Hong Kong, 
Shenzhen, Xiamen, Ningbo, Qingdao, Tianjin and Zhanjiang. 
It is the second largest shareholder in the Shanghai 
International Port Group (SIPG). In 2007, the Group began 
its international expansion with an investment in the Ben 
Ding Sao Mai seaport project in Vietnam. 

China Merchant’s operates logistics centres in 30 
major cities and its logistics network covers 700 cities in 
the country.     

Dr Fu Yu Ning

Supply ChainVisionary
of the Year
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With record organic growth of 
19% and substantial increases in 
market share, Kuehne + Nagel 

strengthened its position to rank among 
the top global contract logistics providers 
in 2007. 

The company’s network embraces more 
than 500 logistics centres with 7m sq ft 
of warehouse space, backed by a global 
presence in more than 850 locations in over 
100 countries and a staff of more than 54,000 
specialists.

The innovative power and the continuous 
development of new products and processes 
remain the key differentiators of Kuehne + 
Nagel’s 3PL business. In 2007, the emphasis 
was placed upon the dynamic expansion of 
the lead logistics product range. Integrated 
management services are now provided in 
the segments of Supply Chain Technology 
Services, Supplier & Inventory Management, 
Distribution and Aftermarket Management. 

Category finalists
• AGILITY
• DHL Exel Supply Chain
• FedEx

• Kuehne + Nagel
• Maersk Logistics

Kuehne + Nagel has specialised know- 
how and its own network of lead logistics 
control centres in all core markets. The 
company has positioned itself as a leader 
in this field to meet the growing demand 
for complex lead logistics services all over 
the world. It continued the worldwide 
standardisation of processes with the 
introduction of uniform quality and 
performance indicators. 

The ongoing improvement of operating 
processes, systems and working guidelines 
facilitates global benchmarking and the cross-
regional optimisation of processes, particularly 
for customers whose requirements extend to 
a number of countries. Customers benefit 
from the resultant increases in productivity 
and cost reduction.

The standardisation initiative, which 
has now been consistently followed for six 
years with the worldwide introduction of a 
uniform warehouse management system, 

has now developed into a clear competitive 
advantage and unique selling proposition 
for Kuehne + Nagel. The functionality of 
the warehouse management system was 
extended in 2007 and it now serves as an 
integrated warehousing and transport 
management system.

With LogiStar, Kuehne+ Nagel has a 
highly specialised supply chain management 
system, particularly for the retail and FMCG 
sector. The company has extensive experience 
in the application and operation of SAP 
modules and continues to invest in the 
global KN Login visibility platforms, enabling 
customers to query all relevant control data 
on one system. 

Kuehne + Nagel follows the “anchor 
principles” in delivering high-value logistics 
services. A focus of future growth will 
include specific logistics and supply chain 
management solutions for customers from 
industry and trade.     

Gobal 3PL
of the Year

Kuehne + Nagel

Winner Profile
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Air Cargo Carrier
of  the Year

Category finalists
• Emirates SkyCargo
• Lufthansa Cargo
• Singapore Airlines Cargo

Emirates SkyCargo serves 101 destinations in more than 60 countries. 
In October 2007, with the launch of its daily services to Sao Paulo, 
Brazil, it became the first carrier to serve six continents non-stop 

from a single hub.
In the 2007-08 financial year, the cargo division of Emirates Airline 

carried a record 1.3m tonnes of cargo and generated US$1.8bn of revenue 
–– 20% higher than the year before –– contributing 19% to the airline’s 
transport revenue, one of the highest of any airline with a similar fleet 
makeup in the world. 

In February this year, Emirates SkyCargo moved its Dubai hub 
operations into the 43,600sq m Cargo Mega Terminal (CMT) which can 
handle 1.2m tonnes of cargo per year. The CMT incorporates an extensive 

Emirates SkyCargo
Winner Profile

January/February 2009 Supply Chain Asia

handling area comprising a five-storey Automatic Storage 
& Retrieval System (ASRS) which has more than 10,000 
loose cargo storage locations, and a sizeable seven-storey 
Pallet Container Handling System (PCHS) with a storage 
area for 2,500 ULDs, 220 of which are dedicated positions 
for temperature-controlled ULDs, has significantly 
improved both the quality of shipment processing and 
flight handling.

Emirates SkyCargo operates with a fleet of 121 modern aircraft, comprising 
10 freighters and belly space on 111 wide-bodied passenger jets.     

Supply Chain Asia Logistics Awards 2008:

SEAFREIGHT FORWARDER OF THE YEAR

THANK YOU FOR YOUR SUPPORT

www.dbschenker.com
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d
Where does Vestas 
source from and 
manufacture in Asia 
at the moment? What 
materials do you source 
in the region?
W e  c u r r e n t l y  h a v e 
factories at  different 
locations in China, as 
well as a manufacturing 
set-up in  I ndia .  O ur 
organisation in Shanghai 
sources from all of Asia, 
with special emphasis on 

Bjorn Budolph 
Johansen, director, 
Tools and Technical 
Services Division, 
Vestas, accepts 
the Supply Chain 
Manager of the Year 
(Procurement) Award 
from Supply Chain 
Asia vice-chairman, 
Paul Bradley

of the
Danish company Vestas is 
the world’s largest producer 
of wind turbine generators 
–– an industry that registered 
growth in China of 156% 
last year. Bjorn Budolph 
Johansen, winner of the 
Supply Chain Manager of the 
Year (Procurement) category 
at the 2008 Supply Chain 
Asia Logistics Awards in 
Shanghai, speaks frankly 
with Turloch Mooney about 
the characteristics of the 
company’s China supply 
chain, and how he believes it 
will change over the  
coming years

The

Wind
PoWer

Country 2005 2006 2007 Share % Cum. Share %

USA 2,431 2,454 5,244 26.5% 26%

P.R. China 498 1,334 3,287 16.6% 43%

Spain 1,764 1,587 3,100 15.7% 59%

Germany 1,808 2,233 1,667 8.4% 67%

India 1,388 1,840 1,617 8.2% 75%

France 389 810 888 4.5% 80%

Italy 452 417 603 3.0% 83%

Portugal 502 629 434 2.2% 85%

UK 447 631 427 2.2% 87%

Canada 239 776 386 2.0% 89%

Total 9,918 12,711 17,653

Percent of world 85.9% 84.7% 89.2%

Top ten wind power markets in 2007

Source: BTM Consult ApS
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China, as China is developing rapidly into a 
manufacturing hub for wind turbines. 

A wind turbine predominantly consists of 
steel parts and a large amount of glass fibres 
for the blades and the cover, or the Nacelle 
(the Nacelle is the part of the turbine where 
the energy is generated). We also require a 
large amount of complex components like 
gearboxes, generators, transformers, control 
systems, etc.

The growth within the wind turbine 
industry in China is massive, and the set-up 
of a supplier base here on our part supports 
growing local demand. Our expectation, 
however, is that the growth of the supply 
chain in Asia can help meet demand in the 
rest of the world as well. We see our suppliers 
here as often more willing to increase capacity 
than what we normally experience within the 
supply chain in other parts of the world. The 
attitude with many of our Chinese suppliers 
is that if there is potential for growth, they will 

strive to reach that potential with us. From my 
own observations from working in the market, 
the flexibility and attitude among suppliers 
in China, in terms of things such as increasing 
production, is very good. I believe China is 
emerging as one of the world’s key centres for 
the manufacture of wind turbine parts. 

What countries (globally) do your Asian 
supply chains serve?   
Our Asian supply chains primarily serve 
our Asian factories. Complete turbines, 
however, are exported from the region to 
North America. Asia also plays a key role in 
supplementing the needs of our European 
factories when necessary. 

Where do you source from and 
manufacture in China at the moment? 
What percentage of your total materials 
comes from Chinese suppliers? 
We have been established in China for a 

number of years and are working together 
with many excellent suppliers in China. We 
have been working hard for the last couple 
of years in our organisation here in Shanghai 
to secure a strong local supply chain in China 
that can fully support the construction of 
wind turbines at our factories in Tianjin, 
Xuzhou and Hohhot. 

We improve our Chinese sourcing 
capabilities ever year. Our turbines that are 
produced in China currently have more than 
80% Chinese-made content and our aim is to 
increase that to 100%. Vestas is known for its 
industry-leading product quality –– all of our 
suppliers in China are part of a partnership 
designed to increase product quality and 
performance and enable suppliers to become 
globally competitive. We are the global leader 
in wind energy and we have a great deal of 
expertise concerning the manufacturing of 
components for wind turbines and we are 
sharing this with the suppliers with whom 
we are working with in China. This is actually 
part of what we are doing in my area –– 
improvement of supplier capabilities. 

Do you see the volume of material 
being sourced from China expanding 
over the coming years? Going forward, 
do you see Vestas sourcing more and 
manufacturing more in other Asian 
markets? 
I definitely see a lot of growth for us in China. 
With the targets I see, Vestas is here to stay. 
Right now we are opening up new factories at 
three different locations in China, and China 
was recently made a separate business unit 
within Vestas, reflecting the importance of 
the market. 

I sometimes hear people say that China’s 
importance as a manufacturing centre is 
decreasing –– that production is moving 
into neighbouring countries that are more 
competitive. I don’t believe this. What many 
people tend to forget is the sheer size of 
China and the fact that its development is 
being supported by very large investment 
in education, infrastructure and industry. 
We are part of an industry that takes time to 
build up –– large-scale producers of steel and 
complex parts do not grow up overnight just 
because the labour force is there. It requires a 
level of industrial development that is present 
in China today, and the industrial sectors 
we work with are growing larger and more 
sophisticated day by day. In addition, the size 
of the domestic market in China alone makes 

Supply Chain Assessment August 2008 - Page 15

Location of main component suppliers in the world

Components available

Components not available
Source: BTM Consult ApS-July 2008

I sometimes hear people say that China’s 
importance as a manufacturing centre is decreasing –– 
that production is moving into neighbouring countries 
that are more competitive. I don’t believe this. What 
many people tend to forget is the sheer size of China and 
the fact that its development is being supported by very 
large investment in education, infrastructure and industry.

Source: BTM Consult ApS
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We look at ways 
in which we may 
support capacity 
building among 
our suppliers and 
assist in upgrading 
the workflows and 
procedures, and 
improving safety 
and environmental 
records. This means 
establishing long-
term partnerships and 
being clear on mutual 
expectations.

it a place that all serious players need to be.  
On manufacturing in other Asian markets, 

we are today represented in China and India. 
These are the two largest countries in the 
world, with regard to population, and at the 
same time cover a large part of the Asian 
power consumption demand. We source 
where the suppliers exist and are quality and 
cost competitive, whether this is from China 
or from other Asian countries. We are today 
also working with Korean, Vietnamese, Indian 
and Japanese suppliers.

Again, with my experience of China, I do 
not doubt that the Chinese supplier base will 
be able to compete on a global level. Part 
of my department’s task is to develop our 
Chinese suppliers to become global suppliers 
that are globally competitive, and with the 
partnerships and cooperation we have in 
place today, this is already happening.  

As Vestas is the market leader, we are –– 
through our strong position in the industry 
–– trying to support the overall development 
of China’s wind energy sector. 

What are the key challenges you face in 
operating a good supply chain in China? 
Key challenges –– I would say quality, training 
and growth. For us, the reliability of our wind 
turbines is of the utmost importance. This 
means the quality of the items we source has 
to be perfect, and they have to be perfect 
every single time. We take quality seriously, 
and so do our suppliers here in China.

Training is something that we as a 
company place heavy emphasis on –– in terms 
of training our own employees, and also in 
terms of educating our suppliers with what 
we have to offer. 

Besides training, we also look at ways 
in which we may support capacity building 
among our suppliers and assist in upgrading 
the workflows and procedures, and improving 
safety and environmental records. This means 
establishing long-term partnerships and 
being clear on mutual expectations.

We have many very skilled people in our 
organisation here in Shanghai and we are 
continuously training to improve our skill 

42 awards special - shipper dialogue



January/February 2009 Supply Chain Asia

awards special - shipper dialogue 43

with almost no use of water, so we need 
to scrutinise our suppliers carefully before 
approval. In our Shanghai organisation we 
spend a lot of effort on training in EH&S 
(Environment, Health and Safety) awareness 
and we look to our suppliers to do the 
same. 

The most important thing when selecting 
suppliers is attitude. We are in a partnership 
with the suppliers we use –– I see them as 
part of our value chain. We can only work 
this way if we establish trust between the 
companies. This means sharing knowledge, 
and sometimes sharing resources, to establish 
synergies between our manufacturing 
operations. We share knowledge about 
producing wind turbine parts and our 
suppliers share knowledge of their own 
industries and capabilities. 

When starting up a partnership with a 
supplier, not everything is in place to meet 
our every demand or criteria, but if we are 
met by the right attitude, the rest can usually 
be worked out.

What changes are being made to the 
Vestas supply chain in China at the 
moment? What are the goals of these 
changes? 
Right now we are implementing Six Sigma 
throughout many of our Chinese and Asian 
suppliers. This is a huge undertaking that 
targets the reliability of our end product. 
This involves many people at all levels in 
our own organisation in Shanghai and 
our factories, and also many people at our 
suppliers. 

The purpose of this programme is to 
keep Vestas as the most reliable leader in 
the wind turbine industry, but the tools 
we are implementing among our suppliers 
also benefit them, in terms of lowering 
their production costs and improving and 
sustaining high quality. 

It is part of a global undertaking 
that Vestas has decided to help the entire 
industry –– horizontally –– to improve. And 
we are already seeing the benefits of this as 
we, together with our suppliers, get a much 
better understanding of the variation in the 
manufacturing processes. This allows us to 
find effective solutions for optimising the 
production lines at our suppliers and also 
in our own factories in Vestas. Simply put, 
we are increasingly able to produce more 
quickly and with less expense and with 
improved quality. 

base. As a long-term goal, I also firmly believe 
that this helps motivate people to perform 
to their utmost ability and stay on with the 
company. 

On cooperation with our suppliers here in 
China, I am committed to the same –– there 
has to be a large amount of trust between us. 
We cannot succeed without our suppliers and 
they cannot succeed without us. The target is 
to succeed together and this we do through 
sharing experiences, resources and attitude.

On the growth side, we are continuously 
expanding our production to follow market 
demand. In this we are working with our 
suppliers to expand together with us. It is a 
two-way street –– we are growing, but so are 
our suppliers. 

What are the criteria that you use to 
select your suppliers in China?
Capacity to deliver quality, and to do that 
consistently, is a key criterion for us. We do 
not want to produce wind turbines to have 
them break down. We are striving through 
tools developed in other professional 
manufacturing industries to work with and 
develop our supplier base. Some of these 
tools include Six Sigma and Lean. 

We are a sustainable energy company 
that delivers power plants that produce 
clean energy, without CO2-emissions and 

Supplier/Company MW in 2007 Market 
share 2007

VESTAS (DK) 4,503 22.8%

GE Wind (US) 3,283 16.6%

GAMESA (ES) 3,047 15.4%

ENERCON (GE) 2,769 14.0%

SUZLON (IND) 2,082 10.5%

SIEMENS (DK) 1,397 7.1%

ACCIONA (ES) 873 4.4%

GOLDWIND (PRC) 830 4.2%

NORDEX (GE) 676 3.4%

SINOVEL (PRC) 671 3.4%

REPOWER (GE) 653 3.3%

MITSUBISHI (JP) 406 2.1%

ECOTECNIA (SP) 343 1.7%

DONGFANG (PRC) 222 1.1%

Vestas RRB (IND) 136 0.7%

Total 21,891 110%*

Top 15 wind turbine 
generator suppliers in 2007

How do you ensure the integrity of 
you supply chain in China, in terms of 
quality/regulatory compliance, on-time 
delivery, etc? 
This is done through very thorough quality 
control. This can sound counter-productive 
when we talk of trust and cooperation. 
However, in our case, quality control 
is carried out in cooperation with our 
suppliers on their site. We keep defective 
items at our suppliers and investigate and 
use relevant quality tools to ensure that 
there are no recurrences. This way, our 
suppliers and ourselves can gradually lower 
defect rates with a target of 4 Sigma this 
year and going further to 6 Sigma in the 
coming years. 

The most 
important thing 
when selecting 
suppliers is attitude. 
When starting up 
a partnership with 
a supplier, not 
everything is in place 
to meet our every 
demand or criteria, 
but if we are met by 
the right attitude, the 
rest can usually be 
worked out.

*Note: The market share of individual suppliers is calculated on the 
basis that their MWs delivered are divided into the total recorded 
installation in the market. This explains why the total sum for the 
quantity supplied comes to 110% of the installed capacity. The 
reason is that there will always be turbines in transit and projects 
under construction and not yet commissioned.

Manufacturing is monitored through 
an advanced database system that 
automatically calculates capabilities of the 
individual processes at our suppliers. With 
this knowledge, we are able to continuously 
improve and lessen the need for quality 
control in close dialogue with our suppliers.

As always, our aim with our suppliers 
here in China and Asia is to achieve a win-
win situation. The best way to reach this is 
through trust and sharing.

We have been in the business for many 
years and are renowned for our high-quality 
products. That doesn’t change no matter 
where we are in the world. Together with our 
suppliers, we are upholding this reputation 
here in China.     
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The nomination of DB Schenker by 
readers of Supply Chain Asia Magazine 
as one of five finalists in the Seafreight 

Forwarder of the Year Award is without doubt 
due to the high standard of service that we 
offer our customers. Four key performance 
indicators –– reliability, speed, accessibility 
and accountability –– guide our staff when 
working with customers, enabling us to meet 
their expectations. 

Our products are tailored to meet the 
specific needs of our customers. In industries 
such as electronics, business retail and 
fashion, where speed of delivery is highly 
important, we have developed the DB 
SCHENKERskybridge service. Combining the 
advantages of both seafreight and airfreight, 
DB SCHENKERskybridge offers unparalleled 
speed and flexibility, cutting transit times and 
freight costs by up to 50%. 

DB Schenker also offers customers a wide 
range of value added services, from pick and 
pack to bar code scanning; cargo insurance to 
quality checking. We also pride ourselves on 
the ability to add value and efficiency to the 

Seafreight Forwarder
of  the Year

Category finalists
• Agility
• Damco
• Kuehne + Nagel

• Panalpina
• DB Schenker

businesses of our 
customers through 
the application 
o f  t h e  l a t e s t 
i n n o v a t i v e 
t e c h n o l o g i e s . 
Our “Smartbox” 
technology –– 
d e s i g n e d  t o 
increase levels of transparency and security 
in supply chains –– is a prime example of this, 
having added value to the supply chains of 
numerous customers. 

Over the course of 2008, one of the 
highlights of our business in Asia was our 
work as the official Freight Forwarding and 
Customer Clearance Service Supplier for the 
Beijing Olympics. This high profile and unique 
work demonstrated very well the flexibility 
and capability of DB Schenker staff who 
worked closely with Olympics organisers and 
participants to ensure the success of cargo 

transportation projects related to the Games. 
DB Schenker provided a full range of 

freight forwarding services for the duration 
of the Games, from planning air and ocean 
freight capacities and customs clearance, 
to provision of freight delivery services 
for the Olympic village and organising 
deliveries to the high-security areas of the 
Olympic complex. In addition to the large 
number of television companies and press 
agencies covering the Games, DB Schenker’s 

Olympic customers included the International 
Broadcasting Center and the NBC in the 
Olympic Village, as well as a large number of 
Olympic sponsors and suppliers. 

The successful completion of such a 
variety of different freight forwarding tasks 
for such a variety of different Olympic 
customers required the development and 
execution of processes tailored specifically to 
this mega-event. DB Schenker is very proud 
of its Olympic achievement. 

A key strand in the strategy to continually 
improve our sea freight offerings has been the 
creation of win-win, collaborative relationships 
with carriers. This is something reflected in 
the fact that several carriers have chosen to 
select DB Schenker as their top agency. The 
development of strong relationships with our 
carriers is achieved outside of the office as well 
as within. In 2007 we launched the DB Schenker 
Football Cup, with nine different participating 
carriers and forwarders. 

Ultimately, it is our customers who reap 
the benefits from the strong relationships we 
have with our carrier partners, in the form of 
better rates, assurance of space, and higher 
overall levels of service. 

At DB Schenker, our 21st century quest 
to move beyond the role of traditional freight 
supplier has kept us closely attuned to the 
needs of our customers and given us the 
capacity and willingness to adapt to their 
ever-changing supply chain needs.     

DB Schenker
Winner Profile
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Agility was selected winner of The Supply Chain 
Innovation Award category by the judges based 
on the following submission 

Moving musical instruments for the 
New York Philharmonic Orchestra 
across the most heavily fortified 

border in the world from South Korea to 
North Korea for a concert in Pyongyang 
–– the first time an international logistics 
company has completed a logistics project 
transporting high value cargo across the 
North- South Korean border. 

The challenge involved transporting fragile 
musical equipment, including some priceless 
instruments, 192km from Seoul, South Korea 
to Pyongyang, North Korea, in a fleet of trucks 
in freezing conditions. This was the first time 
an international logistics company had been 
sanctioned to provide logistics support inside 
North Korea.

There was a 24-hour window to move 
the instruments to Pyongyang following a 
concert in Seoul. The project necessitated 
using trucks with sophisticated temperature-
control equipment as this high value, fragile 
equipment has to be kept at a constant 
22 degrees Celsius to ensure optimum 
condition. Outside temperature dropped to 
-12 degrees Celsius during the journey.

The trucks also had to have special air 
suspension to ensure that musical equipment 
wasn’t damaged when travelling on pot-holed 
roads and uneven surfaces in North Korea.

Agility

The project required months of negotiations 
with South Korea Customs, the US State 
Department, North Korean Customs and 
security officials to obtain necessary permits 
to allow transit for trucks and personnel across 
the heavily fortified North-South border. As 
this was the first such shipment, there was no 
precedent, so Agility senior management in 
South Korea worked for months in advance to 
win approval and necessary licenses from the 
North Korean authorities.

There was no lifting equipment available 
to move the heavier instruments from the 
trucks to the concert hall and back to the trucks 
after the historic concert, so Agility staff had to 
improvise by building ramps and using pulleys 
to offload and reload the trucks. 

The concert was being televised live 
to a worldwide audience and Agility had 
to transport the television transmission 
equipment, cameras and sound equipment 

from South Korea to North Korea. This 
equipment also required special import 
and export licenses from the North Korean 
authorities. 

Following completion of the concert, 
the instruments had to be collected from 
Pyongyang’s East Pyongyang National 
Theatre and then repacked in customised 
containers and driven back across the border 
to Seoul’s Incheon International Airport for 
the return trip to New York.

Result
All of instruments were transported on 
time and in performance condition to the 
East Pyongyang National Theatre from 
Seoul and returned on time to Incheon 
International Airport for the onward flight 
to New York. The concert was televised 
as scheduled and watched by millions of 
viewers worldwide.      

Supply Chain
Innovation

Award

Category finalists
• Agility
• DHL Exel Supply Chain
• Kuehne + Nagel
• Maersk Logistics

Winner Profile
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Founded in 1955, YCH Group is the 
leading integrated end-to-end supply 
chain management and logistics 

partner to some of the world’s largest 
companies, including Dell, Motorola, Canon, 
ExxonMobil, B Braun, DyStar, Solutia, Moet-
Hennessy and Frisian Foods. YCH Group’s 
suite of innovative award-winning end-to-
end supply chain management solutions 
–– Intribution™, Intrabution™, Retrogistics™, 
Y-Merge™ and V-Hub™ –– employ cutting 
edge web-technologies that are best-
in-class across industry clusters from 
consumer and electronics to chemicals 

and healthcare,  to deliver power ful 
competitive advantages for customers. 
The Singapore-based company currently 
operates throughout Asia Pacific, including 
Singapore, Malaysia, Thailand, Indonesia, 
Philippines, Hong Kong, Australia, China, 
India, Korea, Japan and Vietnam.

A strong proponent of innovation, 
YCH is recognised for its 7PL™ approach 
in seamlessly integrating supply chain 
strategy with execution to attain success in 
the SCM industry. YCH attained the highly 
regarded Singapore Innovation Class in 
October 2005 and was conferred the Asian 

Asian 3PL
of the Year

3PL of the Year award by Supply Chain Asia 
in 2007 and 2008. The company is also a 
consecutive winner of the highly regarded 
Frost & Sullivan ASEAN 4 Logistics Awards for 
being Singapore’s Best Domestic LSP and Best 
IT/Electronics LSP two years in a row. 

As a forerunner in worldwide supply 
chain security, YCH is the first recipient of the 
ISO 28000: 2007 certification for excellent 
security management in the global SCM 
industry. Recently, YCH also clinched the 
prestigious National Infocomm Award 2008 
for its RFID-enabled ‘High Performance 
Supply Chain Nerve Centre’.     

YCH Group

Category finalists
• Aramex
• Kerry Logistics
• TCI-SCS
• YCH Group

Winner Profile
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Following is Hactl’s submission to the judges for 
the Air Cargo Terminal of the Year category in 
the 2008 Supply Chain Asia Logistics Awards

In 2008, Hactl added value to the supply 
chain and contributed to Hong Kong’s 
continual success in the following ways. 

1. The key driving force for Hong Kong’s number 
one international ranking
Hactl’s total annual tonnage volume hit a 
new height of 2,632,300 tonnes in 2007, 
contributing significantly to Hong Kong’s 
number one world ranking.

2. Unrivalled experience making Hong Kong 
shine internationally
Hactl was the only designated air cargo 
terminal in Hong Kong to receive and handle 
all the horses taking part in the 2008 Olympics 
and Paralympics Equestrian Events. 

3. Moving up the supply chain 
Throughout the past year, Hactl has made 
both horizontal and vertical integrations 
of its services by providing added services 
that support all parties in the supply chain, 
including applying for a Crew Transport 
Licence at the Hong Kong International 
Airport.

4. Leading the industry in the pursuit of cargo 
security 
Hactl is the first and the only air cargo 
terminal operator in the world to be awarded 
the TAPA “Cargo Terminal Best Security 
Practice” compliance certification.

Air Cargo Terminal
of  the Year

Hactl
Winner Profile

Category finalists
• AAT
• Dnata’s FreightGates at 
 Dubai International Airport
• Hactl
• Pactl
• SATS

5. Always striving for the overall betterment of 
the cargo community
In May 2008, Hactl became the first air 
cargo terminal around the globe to have 
successfully passed IATA’s ISAGO Corporate 
Audit.

6. Providing the environment for e-freight
Preparations were all in place for the full 
implementation of the industry-wide IATA’s 
e-freight initiative within Hactl.

7. Lifting the industry’s awareness in safety and 
cargo handling standards
Hactl organised the International Forklift 
and Pallet Building Competition, providing a 
forum for benchmarking and exchanging of 
best industry practices. 

8. Corporate Social Responsibility (CSR)
Hactl has a well-established CSR programme 
that forms a core part of Hactl’s vision for 
sustainable growth of Hong Kong’s air cargo 
community, in terms of environmental 
protection and community involvement.

9. Market Hong Kong overseas
Hactl’s senior management spare no efforts in 
acting as conference speakers worldwide to 
help promote Hong Kong’s strength.     
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Airfreight Forwarder
of  the Year

DHL Global Forwarding

Winner Profile
DHL Global Forwarding (DGF), a business 
unit of DHL, is a market leader in air and 
ocean freight services, operating in more 
than 180 operational locations across South 
Asia Pacific and North Asia Pacific. DGF Air 
offers customers an absolutely unparalleled 
network of operating units, staffed by 3,500 
Airfreight professionals across every country 
in Asia. DGF has consistently received awards 
from the likes of Lloyd’s FTB Asia, Cargonews 
Asia as well as industry organisations and 
private research companies including Frost 
and Sullivan for the quality of our services.

All logistics processes are supported 
and controlled by the company’s in-house 
Information Management Systems, which 
provide customers with information 
transparency, supply chain management 
capabilities, track-and-trace, and network 
optimisation. 

In Asia, DGF is the first in the industry to 
fully implement ISO 9001:2000 certification for 
quality management and ISO 14001:2004 for 
environmental management. The stringent ISO 
quality standards also extend to the selection 
of suppliers and airlines to ensure conformance. 
Regular checks are conducted to ensure 
customers receive excellent service. 

In the last 12 months, DGF Air has 
launched multiple initiatives to consolidate 
our market position, improve Customer 
Service and experiences. Efforts have also 
continued to develop and expand our 
Airfreight Network. Some of these include 
the following:
•	 new	 services	 and	 capacity	 solutions	

introduced in constrained markets 
such as India and Australia to meet all 

customer requirements and service level 
expectations; 

•	 further	development	of	our	cost	effective	
Sea Air Network;

•	 introduced	hybrid	Rail-Air	 services	 from	
China to Europe in 2008; 

•	 launched	 Domestic	 China	 product,	
an industry first offering which led to 
the opening of 12 new stations in the 
process; 

•	 helped	customers	to	develop	cost	effective	
solutions to match their supply chain 
requirements.

DGF Air, the largest user of Commercial 
Airlift services, enjoys excellent collaboration 
with the majority of Commercial Carrier 
partners under our Core & Preferred Carrier 
Program. This translates into improved 
service levels, priority access to capacity, 
flexibility and high frequency of departures. 
We are the primary user of Cargo 2000 quality 
initiatives with the highest percentage of 
shipments operated under this standard. We 
have the most routes under IATA eBooking 
initiative and have taken a lead role in its 
development.     

Category finalists
• Agility 
• Damco
• DHL Global Forwarding
• Kuehne + Nagel
• TNT

The Education & Training

The Logistics & Supply Chain 
Management Society

Award
Category finalists
• Inha University, 

Graduate School of 
Logistics (GSL)

• The Logistics & Supply 
Chain Management 
Society (LSCMS)

• Rasmussen & Simonsen 
International (RSI) 

Winner Profile
One objective of L&SCMS 
is to bridge the gap 
between business and 
education in the field of 
Education & Training in 
Asia. 

L&SCMS introduced 
the first Logistics Diploma 
in Malaysia and was the first 
and only “non-university” 
to be nominated for two 
consecutive years in the AFSCA* awards.

L&SCMS built Asia’s first dedicated 
and fully equipped warehouse school in 
Singapore in 2005 and as the first organisation 
in Singapore to conduct vocationally based 
(NSRS / WSQ)** training in Logistics we have 
to date trained hundreds of Logistician’s at 
this level.

Working with leading partners, L&SCMS 
offers Diploma, Bachelors and Masters 
courses online and regionally with centers 
in Vietnam, Indonesia and Malaysia and 

students from nine other countries. Focussing 
on individuals, we have a regional award that 
focuses on identifying leading individual 
Logisticians.

L&SCMS has an active online forum 
to support Logisticians and conducts 
research*** in SCM. Our website serves 
as a resource with a blog, dictionary and 
job board and we have two very active 
chapters in two Polytechnics. Our research 
and articles are published online and in five 
regional publications.

In 2007, LSCMS offered more than 
US$111,000 in grants, scholarships, training 
opportunities and other benefits to 
Logisticians as part of our not-for-profit 
outreach to industry.     

Notes: 
* AFSCA – Asian Freight & Supply Chain Awards

** National Skills Recognition Council / Workforce Skills 

Qualifications

*** Research – As an example, L&SCMS conducted a 

Security Survey in 2006 to form the basis of our current 

Security Standards
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Winner Profile
In 2008, Neptune Orient Lines (NOL) and its 
container shipping arm APL marked their 
40th and 160th anniversaries, respectively.  
With fuel prices reaching historic levels and 
the industry struggling to remain profitable, 
APL continued to put customers first by 
leveraging a business model that is also an 
acknowledged benchmark for optimising 

Shipping Line
of  the Year

APL
Category finalists
• APL
• Emirates Shipping Line
• Evergreen Marine Corp
• Maersk Line

profitability across the shipping cycle.
Growth plans included an order for 

eight 10,000 teu ships, which will be among 
the most environmentally advanced in 
marine histor y.  NOL was also par t 
of a consortium, which secured a major 
terminal concession at Rotterdam’s 
Maasvlakte 2. The Group also invested 

in more than 6,000 reefer containers 
to cater for the fast-growth of its cold chain 
business.

APL launched the ground-breaking Suez 
Express, which provides the industry’s fastest 
transit times from Asia to the US East Coast 
through the Suez Canal.

APL introduced the world’s largest ocean-
worthy shipping container, called “Ocean53”. The 
strengthened 53-ft containers offer 60% more 
capacity than 40s, which reduces transloading 
and truck moves thereby reducing emissions.  
APL launched APL IndiaLinxT — a container 
rail freight service between New Delhi and 
Mumbai, providing Indian shippers with 
access to world-class intermodal operations, 
which are highly coordinated with APL’s 
shipping schedules. IndiaLinxT was also India’s 
first private sector operator to run dedicated 
weekly reefer trains.     

Winner Profile
DHL, a market leader in the transportation 
and logistics industry, contributes to its 
parent Deutsche Post World Net Group’s goal 
to achieve a 30% improvement in carbon 
efficiency by 2020. DHL is the only express and 
logistics company to bundle its activities with 
a climate protection programme — “GoGreen”, 
implementing it across all divisions worldwide. 
It is also the first company to offer green 
products and services backed by a certified 
carbon management programme. 

In March 2008, DHL Express launched 
an eco-responsible shipping service in Asia 
Pacific — DHL GOGREEN EXPRESS. The new 
carbon neutral offering addresses the needs of 
international account customers seeking a more 
environmentally friendly express option. When 
customers sign up for DHL GOGREEN EXPRESS 
services, they can offset the environmental 
impact of the carbon dioxide (CO2) emissions 
caused by transporting their shipment with 
an additional 3% ‘green premium’ on top of 
the standard delivery charges. DHL helps 
customers calculate their CO2 emissions 
generated for transporting each shipment, 
and the premium paid then goes into a carbon 
management fund that is allocated to support 

selected carbon reduction projects such as 
alternative vehicle technology, solar panels and 
re-forestation initiatives. 

In DHL Global Forwarding, all its 195 sites in 
Asia Pacific region have been ISO 9001:2000 (for 
quality management) and ISO 14001:2004 (for 
environmental management) certified. 

Regular supplier and partner audits are also 
conducted to provide ongoing performance 
feedback on our environmental compliance. We 
also adhere to common global Environmental 
Policies that guide internal consistency with 
how we deliver products and services to 
customers. These being:
•	 segregate	and	control	waste;
•	 emission	control	and	reduction;
•	 reduce	electric	and	paper	consumption;
•	 view	environment	as	a	way	of	life;
•	 environmental	 awareness	and	commu-

nication (Internal & External).

Apart from fleet optimisation, DHL offers 
customers alternative modal models to ‘green’ 
their supply chains, such as shifting goods 

transportation from air to road, sea to rail or 
from road to rail to better manage carbon 
emissions; optimise route planning and use 
of intelligent traffic management systems; 
driver training; and ongoing research by DHL 
Innovation Center to develop new products 
and services to manage carbon emissions. 

In DHL Exel Supply Chain, we use a 
company-wide Environment Management 
System (EMS) to assure standardised approach 
and control at all our sites. The goal is to comply 
with international and national regulatory 
boards and certification requirements. Our 
Global Metric System helps us to track our 
CO2 impact per customer sites, assessing our 
suppliers’ activities (including transportation) 
as part of our tracking to ensure we control our 
entire supply chain process, and only use the 
most accurate information possible when we 
make plans to further reduce our CO2 impact. 
This in turn provides customers with clear 
visibility into our green supply chain efforts. 

As well, we have a robust Continuous 
Improvement methodology, structure and 
culture in place to tackle any environment 
improvement opportunity. DESC believes in 
actively participating at various research and 
innovation forums to promote and support 
the applicability of environmental products 
and services for the industry. Taking our 
commitment one step further, we have various 
environmental focused projects in Asia to 
evaluate different environmentally friendly 
solutions to demonstrate best practices that our 
employees and customers alike can adopt.     

The Green Supply Chain

DHL Award Category finalists
• Agility
• A.P. Moller-Maersk Group
• DHL
• Kuehne & Nagel
• TNT
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Accenture
Aeromexico Airlines
Agility
AirBridgeCargo
AMB Property
APL
APM Terminals
Aramex
BALtrans logistics
BPS
Bridgeocean
Cargo Service
Ceva Logistics
Cheng Lie Navigation
China Cargo Airlines
China Eastern Airlines
Cosco Container Lines
CSAV
Dachser
DAH logistics (china) Co., Ltd
Damco
Delfin Cargo Services
Dell Shanghai
Dematic
DHL
DHL China
DHL Exel Supply Chain
DHL Global Forwarding
Dingya
DTW
Emirates Shipping Agencies (China) Ltd.
Emirates Shipping Line
Emirates SkyCargo
Expeditor
FABORY
FedEx
Fierge
Finnair
FocusMedia
Frasers Property (China)
Freightman international Logistics Co. Ltd
Gateway Terminals India
Global Supply Chain Group
Goldengate
Gulf Air
H & M
HACTL
Hanjin Shipping
Hapag-Lloyd
Huntsman
IDS Logistics
IKEA
Intel
Jelem Shipping
Kerry Logistics
Kewill-IPACS
Kuehne & Nagel
Lingang Corporation
Lingang Customs
LLEOWA Group
Lloyd’s Register Asia
Logistics Recruitment Services
LRQA
LSCMS
Lufthansa Cargo
Macton Investment
Maersk China Shipping
Maersk Logistics
Manhattan Associates

Marsh
Merck
Modern Terminals Limited
MSC
Namsung Shipping
NYK
OOCL
Oracle
Oriental Sky Aviation
Panalpina
Philips
Plimsoll Asia
Port of Amsterdam
Port of Salalah
Portland Group
PSA Group
PSA Tianjin
Regency Express
Remy Cointreau
RSI
Russell Reynolds
Scanwell Logistics
Schenker
Shanghai Bodun Management Consulting
Shanghai Qihang Technique Consulting
Shanghai Vision Freight Forwarding
Sinotrans Container Lines

List of  participating companies 
in the 2008 Supply Chain Asia 
Logistics Awards

SIPG
SITC Maritime
Southeast University
Stolt Nielson
Stones International
Supply Chain Asia
Taicang International Gateway
Target
TNT
TT Club
UASC
UBI logistics
Uniworld Logistics
UPS
UTi
Vanguard Logistics Services
Vasco Maritime Co. Ltd
Vestas
Visteon
Ways global logistics Co. Ltd
World Shipping Group
Worldwide logistics Co. Ltd
Yangtza River Express
YCH
YCH Group
Zuellig Pharma
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Guangdong’s days of manufacturing dominance are under 
strain. Even before the global financial crisis broke this 
autumn, higher wages, new employment laws and more 

stringent environmental guidelines had seen this so-called ‘factory 
of the world’ operating at less than full steam. The pressures from a 
faltering global financial system have exacerbated problems to the 
point where factories now seem to be folding like deckchairs. 

More than half of China’s 3,631 toy exporters went bust in the 
first seven months of 2008, according to the country’s General 
Administration of Customs. Guangdong, which produces something 
in the order of 30% of the world’s toys, suffered 1,391 toy factory 
closures in the first nine months of 2008. The Federation of Hong Kong 
Industries warns that a worst-case could see up to a quarter of about 
70,000 Hong Kong-owned factories shut down. 

An October survey of 200 Dongguan manufacturers of toys, 
electronics and plastics said production costs had risen by 29-43% 
this year, while profits were down between 20-27%. 

Some 10,000 small and medium-sized factories probably closed 
in the wider Dongguan region during November and the first week 
of December alone, and angry scenes outside suddenly-shuttered 
factories in Dongguan, Shenzhen, Foshan and Guangzhou have 
become commonplace. 

On November 25, for instance, Kai Da manufacturing, a large toy 
company, laid off about 600 of its workers. According to participants and 
eyewitnesses, a large group of workers gathered in the courtyard of the 
factory demanding to know what compensation they would receive. 
Informed by a company manager that they would get at most about 
US$1,500, the furious workers refused to leave. When security guards 
moved to force them out, they fought back, trashing Kai Da’s offices and 
overturning two police cars before authorities could restore order.

Frayed supply chains
Supply chains have become frayed as suppliers have gone under, 
leaving retailers scrambling to meet orders, a trend that has made the 

With factories in 
Guangdong folding 
like deckchairs, Sam 
Chambers catches 
up with a senior risk 
management analyst 
in Hong Kong to 
hear how best to 
avoid supply chain 
disruptions

strategiesExit

daily working life of Jack Clode, managing director of risk consultancy 
firm Kroll, much busier. 

Kroll acts as the intelligence on the ground to help western 
retailers fix deals with suppliers and, increasingly in today’s rough 
economic climate, help out on safe and secure exit strategies for 
beleaguered factory owners. Kroll performs due diligence on potential 
suppliers and checks out supply chain disruptions. As such it paves 
the way for big brands to enter China confident that they will not face 
embarrassing fiascos later on with issues such as recalls of dangerous 
products, employment of underage workers, and so on. “You can save 
a lot of money on the front end by doing due diligence,” says Clode, 
“It can be difficult for some companies who have not already run into 
trouble to appreciate this.”

More than half of China’s 3,631 
toy exporters went bust in the first 
seven months of 2008, according to 
the country’s General Administration 
of Customs. Guangdong, which 
produces something in the order of 
30% of the world’s toys, suffered 
1,391 toy factory closures in the first 
nine months of 2008. The Federation 
of Hong Kong Industries warns that a 
worst-case could see up to a quarter 
of about 70,000 Hong Kong-owned 
factories shut down. 
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Kroll’s primary business is pre-transaction checks but enquiries 
on handling financially troubled outlets are on the rise. Red flags 
Kroll looks for when assessing a troubled supplier include looking at 
balance sheets and checking on staff numbers. More reliable, says 
Clode, is on-the-ground work at the factory level. “This is key as it does 
not lie unlike, for instance, a balance sheet with numbers plucked 
from the sky. Has [the factory] stopped taking orders from suppliers? 
Are the workers doing three-day weeks?” These are the red flags Kroll 
keeps an eye out for when it sends employees to check out a supplier 
unannounced.  

In the event of a client closing a facility, Clode has a list of important 
procedures to follow in order to avoid the damaging scenes of worker 
unrest and rioting that have coloured local and international press so 
much recently.  “With incidents of factory unrest increasing, we have 
had increased requests for security during factory closures over the 
past six months,” he says. “We provide consultancy not manpower. The 
manpower comes from local companies.” The greatest demand for 
this service at the moment comes from US and Japanese companies, 
he adds.  

More unrest to come
According to Clode, a wind-down in the scenes of unrest is still some 
way away. This is supported by recent analyst predictions that Chinese 
GDP growth will tumble to about 5.5% next year, below the estimated 
level of 6% that represents the investment and urban migration 
required to sustain employment levels of recent years.

Contracting a strong local legal counsel, proper handling of tax 
matters, and timely notification of authorities, are some of the actions 
factory owners and operators need to take when faced with the 
unenviable task of shuttering facilities in southern China, according to 
Clode. China’s employment contract law came into force last year and 
includes several clauses protecting workers from unfair dismissal in the 
event of mass layoffs. Local governments must now be notified of any cut 
of more than 20 employees or 10% of the workforce, for instance.

When shutting down a factory, Clode warns it is important not 
to, “underestimate word of mouth”, and advises of the need to, “keep 
a very tight inner circle on a need-to-know basis right until the final 
moment.” In addition, it is important to understand what needs to 
be done to secure assets at location in terms of both hardware and 
intellectual property. Valuable items such as servers and computers 
need to be removed ahead of time but in a discreet manner so as not 
to alarm workers. 

Physical safety of staff throughout the whole process should 
be paramount, says Clode.  “Be aware of the risks of going on site to 
negotiate settlements in person. We have had situations where clients 
have flown in, gone to a factory to negotiate out of a contract and they 
have been detained and we have had to negotiate their release. We 
have had to negotiate to extract people who have effectively been 
kidnapped.”

There is a silver lining amid the financial maelstrom that Clode has 
picked up on –– there are bargains to be had. Recently he has been 
helping a medical product manufacturer snap up a shuttered factory. 
“There are good deals to be had. Now is a good time if you are a cash-
rich corporate to pick up quality suppliers at a good price so long as you 
complete due diligence.”     

In its most recent Global Fraud Report, Kroll found 
the incidence of certain categories of fraud in the 
manufacturing sector remains worryingly high, with a 

high level of growth in total money lost. The average loss per 
manufacturer in the report –– which surveyed executives in 
a wide range of industry sectors –– was 104% of the figure 
for all firms surveyed, up from 101% last year. The survey 
found an average loss of US$8.5m per company due to 
fraud, up 25% from last year, with nearly nine out of ten 
companies suffering from a fraud of some description in 
the past three years.

“Physical theft is the largest problem, and a growing 
one, having affected over half of companies in the past 
three years, with compliance breaches, procurement fraud, 
and corruption hurting one-quarter of manufacturers,” says 
Hong Kong-based Kroll associate managing director Sharon 
McCarthy. 

According to McCarthy, the survey results show that 
manufacturers are becoming more complacent in dealing 
with the risks of fraud: “Fraud is never predictable. It is far 
more prudent to bolster the defenses against it than to 
accept it as a part of doing business.”     

Fraud risks in the 
manufacturing sector

Source: Kroll Global Fraud Report

Financial Loss: Average loss per company over past three years $8.5 million (104% of average)
Prevalence: Companies suffering fraud loss over past three years 88%
Increase in Exposure: Companies where exposure to fraud has increased 83%
High Vulnerability Areas: Percentage of firms calling themselves highly vulnerable to this type of 
problem IP theft, piracy or counterfeiting (19%) Information theft, loss or attack (15%)
Areas of Frequent Loss: Percentage of firms reporting loss to this type of fraud in past three years 
Theft of physical assets or stock (53%) • Regulatory or compliance breach (27%) • Vendor, supplier or 
procurement fraud (25%) • Corruption and bribery (24%) • Information theft, loss or attack (22%) 
Investment Focus: Percentage of firms investing in these types of prevention in the past three years 
Information: IT security (46%) Physical asset security (44%)
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In 2007, China announced it would invest US$20bn in Africa up 
to 2010. In its never-ending search for raw materials to feed 
its industrial sector, China has already poured billions into the 

continent, with trade between the two believed to be expanding at 
a rate of around 40% a year.

UAE logistics and supply chain players, particularly those located in 
far-sighted Dubai, are looking to capitalise on the relatively untapped 
potential of the continent. “Dubai is unique in terms of its geography 
and economic positioning. It is the Emirates philosophy to be able 
to connect any two places in the world with a single stop in Dubai, 
which puts Dubai, and Emirates, in a very attractive position,” says 
Peter Sedgley, senior vice president with Emirates SkyCargo. Creating 
links between China, Asia and elsewhere with Africa fits well with 
this philosophy. Emirates already serves many destinations on the 
continent, including daily flights into western Africa and dedicated 
freighter services into Nairobi, Entebbe, Eldoret, Lilongwe, Lagos and 
Djibouti. South Africa is served with three daily flights to Johannesburg 
and one daily to Cape Town. 

Sedgley notes, however, that expansion of Africa-related business 
has not been nearly as dynamic as the expansion of Far East and 
Indian sub-continent business. This, he says, is primarily due to a lack 
of quality supply chain infrastructure as well as political instability in 
a number of African countries. 

Nevertheless, in fiscal 2007-08, the airline carried more than 

taps the potential 
of Africa

Dubai

The world has been waking up to the potential of 
Africa in recent years. Heavy Chinese investment 
in the continent in search of raw materials to feed 
the giant Asian nation’s manufacturing sector 
has highlighted big business opportunities. 
With its well-developed supply chain sector and 
location en-route from Asia, supply chain players 
in Dubai are making some of the biggest moves 
to capitalise on these opportunities, as Paloma 
Minter reports

China-Africa Trade
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China-Africa trade

100,000 tonnes of cargo in and out of the continent, with outbound 
shipments of fresh fruit and vegetables from Kenya accounting for the 
lion’s share. Emirates also carries a large amount of mining equipment 
into Africa to service Chinese-invested industry sourcing raw materials 
for products being manufactured in China. 

China-Africa freight business passing through Dubai has also been 
boosted by the 2004 set-up of Dragon Mart, reputedly the largest 
trading centre for Chinese goods outside of China. Located in Dubai, 
and comprising 4,000 shops on a 150,000sq m footprint, as well as 
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3,000sq m of warehousing, Dragon Mart is a joint venture between 
Cosco and Emirati property developer Nakheel. With an estimated 
worth of some $5.17bn to the Dubai economy, the market acts as a 
supply centre for Chinese goods destined for Africa, India, southern 
Europe and parts of the former Soviet Union. The idea is that traders 
travel from their home countries to Dragon Mart, rather than making 

the journey all the way to China, where they can purchase anything 
from spare parts for the oil industry to furniture and electronics, and 
most things in between. 

Seaports 
Ports giant DP World is doing all it can to strengthen its involvement 

Africa’s Top 5 Exports to China as % of Total Exports
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China’s export destinations in Africa

Source: Frontier Advisory, South Africa

Rank Country Value of total exports 
(US$m)

1 South Africa 5 768.79

2 Egypt 2 976.32

3 Nigeria 2 855.67

4 ALgeria 1 951.58

5 Morocco 1 569.61

6 Benin 1 452.37

7 Sudan 1 416.87

8 ANgola 894.37

9 Chana 802.94

10 Togo 704.04

26 704.9

LOOKING TO ACQUIRE FREIGHT FORWARDER
Combine new supply chain concept with an experienced execution.
Looking for a financial and operative partnership with freight forwarder in 
transpacific to provide a unique supply chain business.   

Call 1-610-715-3710 or email tomc@ltdmgmt.com
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in the African supply chain sector. Jamal Majid Bin Thaniah, executive 
vice chairman, DP World, and Group CEO, Port and Free Zone World, 
says it is the market of the future, and better infrastructure will help 
realise its potential. 

“Africa is a very resource-rich continent. You can see this by looking 
at the countries on the west coast in particular, such as Ivory Coast and 
Nigeria, and also some parts of Central Africa. But all of these countries 
suffer from a lack of quality infrastructure in terms of air cargo 
terminals, roads, rail systems and container terminals. Development 
of these is obviously very necessary in order to move the cargo.”

Whatever the problems with lack of infrastructure, it is not through 
lack of want. Bin Thaniah tells of the African delegations that visit Dubai 
every month, keen to see the infrastructure built and trade grow in 
their home countries. “One of the problems is managing people’s 
expectations. They expect a five-star operation right the way through 
the supply chain, but Africa is just not ready.”

Nevertheless, DP World is ensuring its place in Africa’s future with 
a series of strategic investments. The company has invested close 
to $1bn in Djibouti on the east coast alone. DP World has a 20-year 
concession to manage container operations at the Port of Djibouti 
which serves as a transhipment hub and transit trade gateway to 
Ethiopia. Through a joint venture with the government of Djibouti, the 
Dubai-based port operator has also invested $400m to develop the 
Doraleh Container Terminal, located 11km away. Due for completion 
at the end of this year, the first phase will offer capacity of 1.5m teu. 

“We have a unique opportunity to contribute to this fast growing 
economy,” says Bin Thaniah. “As the economy grows and provides 
opportunities for people across a range of sectors, the benefits of a 
solid infrastructure and long term investment will be realised.”

DP World also manages the Doraleh oil terminal and has 
concessions for operations at a number of other African ports including 
Maputo in Mozambique. DP World operates the container terminal at 
Dakar in Senegal, and is developing a brand new container terminal 
at Port du Futur. According to the company website, the port group 
has committed more than $163m to the existing terminal in Dakar. 
This will double capacity to around 550,000 teu, with two giant gantry 
quay cranes added in 2008 and a further two in 2009. The terminal 
currently has no gantry cranes that can handle large container vessels. 
The company is also designing, financing, constructing and managing 
the new Port Du Futur terminal which will have a potential capacity 
of 1.75m teu. With an overall investment of more than $475m, Port 
du Futur is expected to be operational by early 2011. 

More recently, DP World signed a 30-year agreement to take 
over and develop operations at the ports of Algiers and Djen-Djen, 
in eastern Algeria. “The $108m joint venture will redevelop the main 
container terminal at Algiers to expand capacity to around 800,000 
teu. Capacity is currently at around 500,000 teu,” says Bin Thaniah.

Logistics 
3PLs too are getting in on the act, with the biggest focus on Africa 
by a UAE-based 3PL probably coming from Swift Freight. Swift was 
purchased by South African group Barloworld in 2008. A main part of 
the attraction for Barloworld was the size of Swift’s African operations, 
particularly the corridor of operations linking the continent with the 
Middle East, the Indian sub-continent and China. 

Swift set up offices in 22 African countries, including warehousing 
and full logistics services in several. According to company chairman 

and CEO Issa Baluch, the two biggest challenges the company has 
faced in developing business in the market are poor infrastructure, 
particularly in terms of underdeveloped airports and seaports, and 
the inward trade imbalance. 

 “The corridor that we concentrate on is China, India, Thailand, the 
Middle East and Africa. It is debatable which of these countries is the 
most important and lucrative for us but we have chosen to concentrate 
on Africa. This is a move that has finally paid off, but it has been quite 
a challenge. Service networks in Africa have their challenges, such as 
lack of infrastructure and poor frequency of service by air and sea,” 
says Baluch. 

UAE-operated free zones
Jafza International, operator of the Jebel Ali Free Zone in Dubai, 
recognised as one of the most successful of its kind in the world, is  also 
investing heavily in the potential of Africa. In 2004, Jafza founded the 
Djibouti Free Zone (DFZ) located on 32ha with more than 120,000sq 
ft of warehousing. Some $20m has been invested in DFZ to date, 
which the company touts as the single most important logistics 
operation serving the Common Market for Eastern and Southern 
Africa (COMESA) and the US. 

Together with the government of Senegal, Jafza International 
is currently in the process of creating a free zone in Dakar providing 
trade and logistics services for west African countries. Jafza says the 
new zone will be invested with some $800m, and that it will leverage 
the 6,000 companies in its Dubai network to make Dakar the most 
important strategic location for doing business in west Africa.     
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With its three strong brands this international working Group stands for a 
pronounced customer focus, innovative power and the highest possible quality. In 
2007, approximately 66,000 employees at over 180 locations worldwide achieved 
sales totaling of 8.9 billion Euros. The group belongs to the leading suppliers of 
aerospace, industrial and automotive products.

For the Asia Pacific region we are looking for the 
Senior Manager Supply Chain & Logistics located in Anting, Shanghai.

The main target is to further develop the supply chain focusing on planning, order 
management, logistics provider management as well as cost- and performance 
optimization in Asia Pacific. The candidate will be responsible for the development
and implementation of an effective, high-performance logistics network including 
definition of the warehouse and distribution structure. Operationally, you will be 
fully accountable to achieve the ambitious performance-, cost- and working capital 
targets together with your highly motivated teams in the countries. Furthermore 
you will build-up the supply chain planning and order management function to 
ensure the integrity of demand planning, capacity allocation and operational order 
dispatching. Also the continuous improvement of all supply chain processes 
across Asia Pacific is included in the scope of this role.

The combination between strategic assignment of tasks and the daily operations
in the field of Supply Chain Management is suitable for a professional with an
ambitious character. 

For this challenging role, we are looking for an executive who has strong 
hands-on experience in logistics and supply chain management at a strategic 
level in Asia and has demonstrated the ability to transform and optimize systems. 
A university degree in economics, business or techniques combined with at least 
8 years related working experience in business areas of Supply Chain 
Management and Logistics describes your profile. You have worked and lived in 
foreign countries and matched your business knowledge with excellent 
communication skills, strong leadership and a strong implementation ability. You 
have the personality of a builder, enjoy working across cultures, are motivated by 
intellectual challenges and face complex situations with a positive mindset . You
should also posses fluent language skills in English; a second language is a plus.

If you are up for this challenge you can move the world together with us.

To apply please send your detailed and organized resume with a cover letter 
indicating your salary expectations and the earliest start date to: 
recruitment.ap@schaeffler.com.



C O N N E C T .  C O M M U N I C A T E .  C O L L A B O R A T E .

Participation Fees
Early Bird - SGD795 per delegate
Normal Fee - SGD995 per delegate

Supply Chain Evolutions. Global Impact.

Program Highlights
Site visits

Panelists Keynotes

Industry Cocktail Night

Plenary Roundtables

Young Professionals Forum 
featuring a debate between young and 
senior professionals

Special Workshop
 by Dr John Gattorna

Golf @ Raffles Country Club

Dates & Venue
7-9 July 2009 | Singapore

Sheraton Towers Hotel

Supply Chain Asia Forum 2009 continues to maintain its successful formula 

of open discussions and deliberations of issues and challenges affecting 

the industry in Asia today. For the event in 2009, we will be opening with 

a panelist keynote session, featuring leading movers and shakers of the 

industry to share their views on current happenings. SCAF 2009 promises 

to be more exciting and intensive in contents and connectivity. The 5th 

instalment of the event will be held at Sheraton Towers Hotel in Singapore 

from 7-9 July 2009.

Event details can be found at www.supplychainasia.com/forum2009

Supply Chain Asia Forum 2009

FORUM
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Highlights SCAF 2009

SCA Open Sharing Platform

Supply Chain Asia Forum provides a neutral and open platform to facility spon-
taneous and engaging discussions amongst professionals in this field here in 
Asia. Experience this unique form of deliberations that eradicates corporate 
marketing and enhances experiential learning through personal anecdotes 
and case studies.

Focused Plenary Roundtables

The focused plenary sessions are structured around the concept of roundtable 
discussions with a moderator and 2 domain experts. The open format will allow 
you to participate more intimately with the rest of the delegates and exchange 
ideas on how you could improve the specific areas within each topic of discus-
sion.

Special Workshop – Dr John Gattorna

Dr John Gattorna, one of the foremost experts on Supply Chain with several 
books to his credit, will be hosting an exclusive workshop featuring his new 
book “Dynamic Alignment Supply Chain”. This workshop would be opened to 
all delegates from the Forum, together with a complimentary copy of his new 
book that will be launched at the Forum in 2009.

Site Visits

Supply Chain Asia will be hosting 2 sites visit in 2009 to the Port of Singapore 
Authority and YCH. More details on the sites can be found in this booklet.

Industry Cocktail Night

Supply Chain Asia Industry Night is our annual gathering for industry profes-
sionals to come together and have a night of food and drinks within an informal 
setting. The Industry Cocktail Night is held on the first day of the event at an 
off-site location. For 2009, we have chosen to host the Cocktail Night at The 
Pod located at the top of the Singapore National Library that provides the most 
beautiful night view of the Singapore Skyline.

Young Professionals Forum

The Young Professionals Forum provides an exclusive platform to connect the 
industry senior professionals and veterans with the next generation of sup-
ply chain leaders – either young students or professionals who have just join 
the work-force. This year, the YPF will feature a debate between the Senior and 
Young Professionals.

Vendors Showcase

The Vendors’ Showcase enables our supporting companies to showcase their 
products and services during the duration of the Forum. If you are interested to 
showcase your products exclusively in Vendors-Assigned Areas, kindly contact 
us for more details.

Supply Chain One-on-One

Supply Chain One-on-One is a specially arranged networking session occur-
ring throughout the duration of the event. Supply Chain One-on-One allows 
delegates to meet other delegates on like-minded topics of interest within an 
exclusively networking area.

Located on the 16th Floor (32 meters 

high) of the National Library in 

Singapore, the Pod offers a spectacular 

panoramic view of the City Center of 

Singapore, and also outlying islands, 

and neighbouring countries such as 

Malaysia and Indonesia. This will be 

a special night to bring professionals 

together for informal sharing and 

networking in the midst of good food, 

great music and fine wine.

Supply Chain Asia
Industry Cocktail Night

THE POD
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Ethical supply 
chain management 
(so-called)

It seems to us that two of the biggest recent 
stories around the business world (ignoring 
that election) have been the economic 

meltdown and the melamine-tainted food 
problem in China. More than enough is being 
written about the former, but we find the latter 
fits right into a very important, current focus 
of supply chain management.

Accordingly, we attended the recent 
Ethical Supply Chain Summit in Hong Kong. 
Beacon Events brought together several 
key aspects of SCM for our times: crisis 
management, procurement and collaboration 

By Barry Elliott

Another thing that struck me during 
the discussions is that the traditional buyer/
supplier relationship has failed to develop a 
shared mindset, making it difficult to allocate 
accountability for ethical problems. Should 
the brand owner answer for its suppliers and 
factories, for instance, or should everyone be 
accountable for their part of the supply chain? 

Another important point that emerged 
from the discussions is that the creation 
of positive incentives is an important part 
of healthier trading (as opposed to only 
negative incentives such as, “If you fail in this 
area, we will penalise you”). Also notable is 
that, while the vast amount of spend and 
effort on ethical trading is on the home turf 
of consumers, mostly developed countries, 
the vast amount of purchase spend is in our 
part of the world, Asia.

Several speakers talked about the 
apparently paradoxical approach that China 
is taking in the area of ethical supply chains 
and said it would take time to see how or if 
political concerns would be sorted out from 
ethical concerns in China.

Good PR or genuine priority?
As mentioned in the pages of this publication 
before, one aspect of the current financial 
situation that we find very encouraging for 
the long term is how many senior executives 
of major corporations say they will not panic 
with short term solutions and will do what is 
correct as corporate citizens.

In the presentation of Siemens’ approach 
is this area, the headline quotes were 
“Only Clean Business is Siemens Business.  
Everywhere – Everybody – Every time”, 
and “Compliance as Part of Corporate 
Responsibility is 1st Priority!”. Of course it 
is easy to be cynical and suspicious of such 
proclamations as little more than normal 
public relations practice, but actually the 
evidence of good corporate citizenship from 
companies like Siemens is compelling (to 
those who take the time to seek it out). 

This brings us to the central theme of 
supply chain management: trust. It is one 
thing for the senior people of a company 
to set the tone for such ethical behaviour 
but the bigger challenge is to ensure that 
it is communicated and cascaded down 
throughout the organisation and across the 
supply chain. How can we know that everyone 
is truly getting onto the bandwagon?

In the forward of The Speed of Trust, 
Stephen R. Covey talks about trust being 

with suppliers, social responsibility and ethics, 
anti-corruption, transparency, and carbon 
management/sustainability. Speakers were, 
for the most part, executives from companies 
like IBM, Ikea, BT, and Atlas Copco, sharing 
their approaches to these concerns.

What we found especially enlightening 
is that there have been so many people and 
organisations working on this good stuff for 
a long time but it is only now that they are 
getting good exposure. Also, it was reassuring 
to hear how many major corporations are 
treating this broad definition of “Ethical 
Supply Chain” as just plain good business.
There is little doubt, for instance, that many 
CEOs already see going green as “good 
business”.

Organisations like the Institute of Supply 
Management (Social Responsibility and 
Sustainability Committee), and Business for 
Social Responsibility, and many others, have 
been addressing these concerns for a long 
time. Indeed, we were struck by how long 
some of the organisations and specialist 
practitioners have been focussing on all of 
the ethical concerns.
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the key factor in a global economy because 
it enables speed. Low trust causes friction, 
creates hidden agendas, and slows every 
decision, communication, relationship.  
Building on this, Covey’s son, Stephen M., 
makes the very good point that it is not as 
simple as either having trust or not and little 
you can do about it if you don’t, but that you 
can actually make efforts to establish and 
build trust in relationships. 

So are these Ethical SCM positions more 
than just PR? At the Summit we at least 
saw evidence that corporates like Siemens, 
Starbucks, IBM and HP are serious about 
their ethical compliance programmes. And 
these programmes are the means to establish 
and build the trust within the companies, 
across their supply chains, and in the general 
community.

The general approach that we saw all of 
them taking was, not surprisingly, very logical 
and comprehensive.  They communicated 
that the approach to the various ethical 
concerns should be to Prevent, Detect, 
and Respond, in that order of priority. They 
are set up to set the proper tone from the 
very top of the organisations: to establish a 
“Compliance Organisation” that reports to 
the most senior level of the structure, and 
to follow through with rigour to ensure that 
everyone is doing what they should be doing. 
There are means of tracking effectiveness 
and there are consequences for misconduct 
and everything is integrated with day-to-day 
business processes. 

Open communication
In the end, in order to be able to get the 
results that we all need with respect to 
ethics and sustainability, openness in 
communication is a key aspect of trust in 
relationships. Therefore, even these major 
multinationals are prepared to report their 
performance in the spirit of transparency, just 
as they have traditionally done with respect 
to other aspects of their business reporting 
such as financial auditing and accounting. 
Non Governmental Organisations (NGOs), 
including the World Bank, have established 
a number of means to progress in the area 
of transparency and these are steadily 
moving into the more formal governmental 
requirements.

The very practical implication of trust and 
transparency is that the ease of operating 
and communicating across the supply chain 
is enhanced tremendously. How do we 

know whether or not we can trust that our 
suppliers are doing what they say they are 
doing and what they should be doing? The 
two extreme alternatives are to either trust 
them or to audit them rigorously. Obviously, 
the former is more efficient, but how do we 
know that it is effective? Another terrific effort 
that is paving the way in this area is the Global 
Reporting Initiative (www.globalreporting.
org) which is working with significant 
pilot companies to develop new means of 
collaborating based on better transparency 
and improved trust. They have many useful 
and informative publications available on 
their website.

Supplier ethics management 
Auditing of supply chain contributors is 
increasingly seen as a necessity because of 
a belief that sooner or later every company 
will find itself part of a supply chain that 
experiences a significant ethics or compliance 
violation. When this happens, chances are 
great that the biggest brand in the chain will 
get stuck with most of the blame. 

Many corporations around the world are 
unaware of how effective supply chain ethics 
and compliance programmes can help them 
avoid costly recalls and brand damage that 
results from a supply chain ethics scandal. 
Start with the simple fact that companies 
have widely varying ethical standards, codes 
of conduct, and other compliance-related 
programme elements. That’s just within a 
given country. The problem is even worse 
when viewed from a global perspective, 
where different countries and cultures may 

have very different views about these issues. 
One company’s view of a “sweat shop” may 
vary dramatically from that of another 
company, especially across country borders. 
The issue is even more complicated for more 
subtle areas of business ethics.

Supplier Ethics Management (SEM) 
is a relatively new business practice that 
enables companies to manage their 
suppliers and supply relationships through 
strategies, programmes and metrics that 
better align supplier business conduct with 
purchaser standards. The goal is to reduce 
a purchasing company’s overall risk of 
corporate integrity failure in the supply chain 
by aligning supplier conduct with purchaser 
standards in three major areas of corporate 
integrity: compliance, ethics and corporate 
responsibility.

The demand for  organised SEM 
programmes is being driven by government 
regulators and consumers. The changes 
include stronger import/export standards, 
product safety rules,  and labell ing 
requirements. 

Ethics and compliance officers can ensure 
their company creates and maintains an 
effective SEM programme by implementing 
the following:
 Make ethics and compliance a factor in 

supplier selection
 Create and maintain profiles of important 

suppliers
 Assign ethics and compliance personnel 

to major supply relationships
 Conduct regular assessments of supplier 

ethics
 Evaluate supplier ethics data regularly
 Target and segment suppliers by 

importance and ethics risk

Lack of ethics across the supply chain is seen 
as a major problem for businesses. However, 
it is often unclear how much overhead a 
company is willing to expend on achieving 
compliance with their upstream suppliers. 
While examples like the Mattel toy recall of 
2007 and other recent, high-profile product 
quality incidents are causing many companies 
to increase spending on infrastructure to 
mitigate the costly risks, one might fear that 
many will choose short term profitability over 
spending on programme development and 
monitoring of suppliers on issues less directly 
related to financial cost and risk.     

BJElliott@ABf1Consulting.com

❝ And this brings us back 
to the central theme of SCM: 
trust. It is one thing for the 
senior people of a company 
to set the tone for such 
ethical behaviour, but the 
bigger challenge is to ensure 
that it is communicated and 
cascaded down throughout 
the organisation and across 
the supply chain. How can 
we know that everyone 
is truly getting onto the 
bandwagon? ❞
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With the current economic crisis not 
abating, more and more companies 
are resorting to staff layoffs as a last 

resort to cut costs. In such situations human 
emotions run high, and can range from 
fear, anger and resentment to humiliation, 
disappointment and retaliation. While we 
should recognise this is quite normal, we also 
need to recognise that how we respond and 
deal with such situations can influence our 
entire financial future and the speed with which 
we move through these negative emotions.

Here are ten tips to help those facing 
retrenchment to move forward.  

1. Don’t take it personally
Redundancy is rarely, if ever, personal. Don’t 
let it affect your self-confidence and morale. 
In most cases layoffs occur as a result of a 
changing economic environment or mergers 
and acquisitions, which are typically outside 
most people’s span of control. Never point the 
blame squarely on the person who informs 
you of your layoff, as he is only a messenger.

2. Retrenchment is not an end, but rather a 
beginning
Even though we may not expect it, throughout 
various stages of our lives doors close and 
others open. When one door closes and it is 
a shock, we may not immediately see other 
doors opening.

3. Take advantage of outplacement support
If your company provides outplacement 
support make full use of it. If no outplace-
ment support has been provided, ask if the 
company could provide assistance with a 
registered outplacement firm. Research has 
shown that job seekers with the assistance of 
a qualified outplacement consultant have a 
better strike rate in job interviews.

4. Sort out your finances
Discuss with your partner or spouse your 
financial situation and make adjustments 
where necessary. Few people realise that this 
transition may be a gift to help you change 
direction. Poor financial planning may propel 
you into a less than favourable job and close 
down opportunities to explore what you 
really would like to be doing.

5. Be realistic about time
Expect things to take a while. The more senior 
your previous job, the longer it will take to 

find something else at the same level. If you 
change careers to start your own business, 
it will take time for you to achieve the same 
feelings of effectiveness. Be patient when 
making a new transition and go easy on 
yourself by not expecting too much too 
soon.

6. Forget the ‘labels’
Recruitment consultants are rarely concerned 
with the fact you were retrenched. They are 
more interested in how you respond when 
the chips are down and how quickly you 
took control of your situation. It’s not what 
happens in life that distinguishes us, but 
rather what we do about it. 

7. Explore all options
Talk to a specialist career advisor or business 
coach. This may just be the chance to propel 
you in a new direction. With assistance you 
may uncover skills and pathways you may not 
have previously had the time, inclination or 
confidence to embrace. Alternate pathways 
such as owning your own business or 
franchise may offer you financial security and 
personal flexibility.

8. Get some exercise
There is limited appeal in sitting 
around the house in your pajamas 
until lunchtime. Get up early and get 
some exercise. The endorphins will 

keep your mind energetic and creative and 
assist you through the transition.

9. Volunteer your time to a worthwhile cause 
that interests you
This will help keep your self esteem high and 
provide activities that may help you explore 
new avenues, or maintain your current skills. 
At the very least it will keep you busy and stop 
your brain turning into ‘TV-mush’.

10. Feed your spirit
Find exhilarating testimonies of people who 
succeed against all odds. If you are not an 
avid reader, then now is the time to start, and 
ensure you are keeping your mind positively 
challenged with the heroes of our time. It will 
help keep things in perspective.     

Managing
- confidence

Retrenchments

Self and your
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TH
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Payment can be made by: 
1. Check or Bank Draft. This must be made payable to “SC Asia Associates Pte Ltd” and made in SINGAPORE DOLLARS 
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Source: WTO, International Trade Statistics 2008

Value Share in world exports/imports Annual percentage change

2007 2000 2007 2000-07 2005 2006 2007

Exporters

Singapore 69.9 11.2 16.9 11 11 26 3

domestic exports a 28.6 5.0 6.9 9 6 41 4

re-exports a 41.3 6.2 10.0 12 15 17 2

European Union (27) 63.0 19.1 15.2 1 0 1 0

extra-EU (27) exports 27.2 7.2 6.6 3 -4 4 5

United States 50.2 20.4 12.1 -3 -2 10 -5

Hong Kong, China 46.8 4.6 11.3 19 16 24 24

domestic exports 0.4 0.8 0.1 -22 34 -47 -46

re-exports 46.3 3.7 11.2 22 16 28 25

Japan 44.5 13.8 10.8 1 -2 5 7

Taipei, Chinese 41.9 7.1 10.1 10 12 30 7

China b 35.0 1.7 8.5 31 26 43 20

Korea, Republic of 32.7 8.0 7.9 4 12 4 15

Malaysia b 28.1 6.1 6.8 6 1 7 10

Philippines a, b 17.9 5.4 4.3 1 -2 13 5

Thailand 9.2 1.9 2.2 7 3 27 11

Canada 2.3 1.1 0.6 -6 26 -17 6

Mexico b 1.8 1.0 0.4 -7 -11 -3 -17

Israel a 1.5 0.6 0.4 -2 1 17 1

Costa Rica b 1.4 0.0 0.3 61 203 51 17

Total, above 15 399.9 98.1 96.7 - - - -

Importers

China b, c 145.1 6.4 29.1 32 28 28 19

European Union (27) 70.2 22.9 14.1 -1 -2 1 -1

extra-EU (27) imports 34.4 11.9 6.9 -2 -8 4 1

Hong Kong, China 60.6 6.2 12.1 17 14 19 22

retained imports 14.3 2.7 2.9 7 12 -1 13

Singapore 51.7 9.3 10.4 8 12 19 4

retained imports a 10.4 3.5 2.1 -2 1 27 13

Malaysia b 32.5 7.5 6.5 4 5 12 4

Taipei, Chinese 30.9 7.2 6.2 4 7 12 -3

Korea, Republic of 28.4 6.2 5.7 5 4 4 15

United States 26.7 15.1 5.3 -8 -4 5 -5

Japan 24.2 6.0 4.8 3 1 16 -2

Philippines a, d 20.2 3.3 4.1 10 4 9 12

Mexico b, d 11.1 4.3 2.2 -3 -2 3 -7

Thailand 11.1 2.5 2.2 4 5 6 9

Canada d 3.8 2.5 0.8 -10 15 -5 -7

Brazil 3.7 0.8 0.7 5 20 16 -4

Costa Rica b 1.6 0.2 0.3 13 32 19 -12

Total, above 15 475.5 97.0 95.3 - - - -

a Includes WTO Secretariat estimates.

b Includes significant shipments through processing zones

c In 2007, China reported imports of integrated circuits and electronic components from China amounting to $14.2 billion, For further information, see the Metadata

d Imports are valued f.o.b.

(Billion dollars and percentage)

Leading exporters and importers of integrated circuits and electronic components, 2007








