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In the last two months we held two forums 
– the Aftermarket & Sustainability Forum in 
Singapore, from 30-31 March, and the Oil, 
Gas and Palm Oil Supply Chain Forum in 
Sabah, Malaysia, from 27-28 April 2011.

More than 300 delegates participated 
in both events that brought together 
professionals actively involved in developing 
aftermarket, service logistics, and 
sustainability strategies, as well as logistics 

and supply chain challenges in the oil, gas 
and palm oil industries.

During the Aftermarket event, we held 
our Young Professionals Green Supply Chain 
Contest, the first of many such contests that 
we hope to bring young talents to participate 
in. The contest featured eight teams of 
tertiary students from Nanyang Polytechnic, 
Ngee Ann Polytechnic, Republic Polytechnic 
and the Singapore Institute of Materials 
Management. The champion, from Nanyang 
Polytechnic, was awarded a cash prize of 
S$1000.

In the Supply Chain Asia Forum 2011 
this September, we will be holding the YP 
Supply Chain Management Case Study 
Contest. For those keen to participate, 
information on the contest is available on 
the Internet. 

As Supply Chain Asia continues to 
extend its reach to the community, we seek 

participation from all levels. At the same 
time, we are spreading our activities to 
other cities in Asia with the hope that we 
will be able to reach out to more logistics 
and supply chain professionals. With more 
plans and activities in the pipeline, we are 
excited with the work we are doing and look 
forward to more exciting days ahead.

Paul Lim
President, Supply Chain Asia
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Sam Chambers
Specialist Reporter and Writer

Chambers is a former east Asia editor of 
Lloyd’s List and co-author of the book 
Oil on Water. He is Supply Chain Asia 
magazine’s China correspondent. Here he 
looks at the strategies of Korean ports to 
compete with their Chinese counterparts, 
and how China’s ancient grand canal may 
prove to be a viable transport alternative 
for shippers. 
Maritime - p15

Barry Elliott and 
Chris Catto-Smith
Supply Chain Leaders

Elliott is a former partner with Arthur 
Anderson now an independent consultant 
based in Hong Kong. Over the course of his 
career he has devised and implemented 
advanced supply chain strategies for global 
and regional companies. Catto-Smith is 
a supply chain and logistics specialist 
who has worked in Asia for the past 16 
years. He specialises in both development 
and implementation work with retailers 
across the region and has introduced 
innovative perishable handling and cold 
chain improvements in support of domestic 
and international food chains. For Supply 
Chain Asia magazine, they look at how 
competitors in Thailand are collaborating 
for better supply chains and improved 
customer response. 
Thailand - p46

Dhaval Buch
Supply Chain Leader

Buch is Unilever’s newly appointed head 
of supply chain operations for Asia, Africa, 
Middle East and central and eastern 
Europe. Buch joined Hindustan Unilever 
Ltd as a management trainee in June 
1984. His career with Unilever has taken 
him through assignments in manufacturing, 
household care and new ventures, before 
appointment as executive director of supply 
chain with Hindustan Unilever, a position 

he held until 2010. For Supply Chain Asia 
magazine, he talks to Turloch Mooney 
about the scale, structure, process and 
objectives of Unilever’s regional supply 
chain operations. 
Dialogue - p20

Jonathan Wright
Supply Chain Leader

Based in Singapore, Wright is a senior 
director of Accenture’s supply chain practice 
and a recognised thought leader in supply 
chain transformation and sustainability. 
He joined Accenture in 1997 after five 
years with Exxon Mobil Corp. Since joining 
Accenture, Wright has worked in the retail, 
communications, high-tech, and aerospace 
and defence sectors. For Supply Chain Asia 
magazine, he discusses better strategies 
for cargo security and risk management 
at a time when large and unexpected 
supply chain disruptions are increasingly 
commonplace. 
Strategy - p28

Catherine Truel
International Trade Analyst

Truel is founder of International Trade 
Instrument, Europe correspondent of 
Supply Chain Asia magazine and author 
of the Customs Risk volume of the Short 
Guide series from Gower. Inside she 
discusses how automating customs and 
trade management does not necessarily 
mean automating compliance.  
Customs - p52

Owen Cleaver
Researcher and Writer

Cleaver has studied and worked in both 
Asia and the US and is currently based 
in Boston. He is an honours graduate of 
Northeastern University’s competitive five-
year International Business and Supply 
Chain Management programme. Here he 
looks at the importance of Asia to Apple’s 
supply chain and revenue growth. 
Strategy - p32

Masanori Kikuchi
Specialist Reporter and Writer

A Tokyo-based journalist who contributes 
to several major Japanese magazines and 
newspapers, Kikuchi’s recent books include 
The Secrets to Aeon’s Rapid Growth and 
A History of the Japanese Warring State 
Period. This issue he discusses how 
Japanese manufacturing and logistics 
operations are getting back on their feet 
following the devastating earthquake and 
tsunami that struck the country in March. 
Japan - p40

Paul Lim
Supply Chain Leader

President of Supply Chain Asia, Lim spends 
his time building new parts to the regional 
community for supply chain professionals 
as well as deepening existing aspects. 
Based in Singapore, he has extensive expe-
rience and connections in the regional and 
global supply chain and logistics scene. 
President’s Message – p4

 
Paul French
Author and Asia Analyst

Founder of Access Asia, French is a 
renowned commentator on China and Asia 
who has been published in the Financial 
Times, the LA Times, the Wall Street 
Journal and Newsweek and has authored 
several books on Asia and China.

 
Turloch Mooney
Specialist Supply Chain and Logistics Editor 

Based in Shanghai, Mooney is a mandarin 
Chinese speaker with more than a decade 
and a half of experience covering the inter-
national trade, logistics and supply chain 
industry. He holds a Master’s degree with 
specialisation in International Law. Inside he 
talks to Unilever’s regional and China supply 
chain leaders about the structure and ongo-
ing developments of the company’s Asia and 
China supply chain operations.
Dialogue - p20 + p24
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Concor-NYK auto venture launches on 
Delhi-Chennai route

China export suppliers make moves on 
domestic market; Foxconn parent to 
open 10,000 retail stores

By Turloch Mooney

China’s export enterprises are engaging 
more in domestic market sales despite 
significant domestic market entry and 
expansion challenges. A new report from 
Hong Kong’s Li & Fung group says export-
oriented manufacturers are expanding up 
and down the supply chain in a bid to add 
value and break into new markets. 

“Some export-oriented factories have 
increased investment in areas of design 
and brand building to facilitate product 
sales,” the report from the global supply 
chain management company said. 

Several large processing trade 
enterprises have decided to open their 

own retail stores. Honhai Precision Industry 
Company, parent of Foxconn, plans to 
open around 10,000 retail chain stores 
in China over the coming two to three 
years. Honhai - the world’s largest contract 
electronics manufacturer - will invest more 
than $300m in the venture. 

Foxconn is among a number of factories 
that have rolled out B2C websites to reach 
consumers directly. It launched an online 
store called, ‘e Fei Fu.com’. 

Various government initiatives to 
facilitate domestic sales by export-oriented 
factories have been established. Guangdong 
province last year issued a directive to 
‘stimulate domestic consumption’ that 
includes building eight sales centres to 

help factories in the province sell products 
nationwide. 

“The province aims to nurture a number 
of key factories with the capabilities of 
product design, research and development 
and brand marketing in order to beef up 
the share of domestic sales in the national 
economy,” Li & Fung said.

But refocusing from the export market 
to the domestic market can be a difficult 
and expensive process. “Export-oriented 
enterprises have to bear logistics, inventory 
and transportation costs … retailers in 
China tend to levy heavy slotting fees on 
suppliers, including entrance fees, bar-
code fees, festival fees, promotion fees and 
advertisement fees. 

“Large retail chain operators in China 
enjoy very favourable terms. Many have set 
up payment periods of one to three months 
and payment default is not uncommon. For 
suppliers with limited resources, switching 
to develop the domestic market will add 
burden to their balance sheets.”    

By Shirish Nadkarni 

Conyk Cartrack, an auto logistics joint 
venture between the Indian government-
owned Container Corporation of India 
(Concor) and Japan’s shipping and auto 
logistics major, NYK Line, launched an 
initial service on the Delhi-Chennai route 
in April. 

“Cars are moved in four to five special 
containers on Concor’s rakes (container 
trains) on the Delhi-Chennai route in a 
service available on alternate days,” a 
senior Concor official told Supply Chain 
Asia magazine. 

The Delhi-Chennai route will provide 
easy connectivity to the automobile hubs 
in the country and sales points in north 
and south India. North and south India are 
both major auto manufacturing hubs. The 
country’s largest car maker, Maruti Suzuki, 
has two plants in the north; while Hyundai 
Motors, the second biggest car maker, has 
a plant near Chennai.

Depending on demand, Conyk Cartrack 
may deploy another rake on the west-south 
route. West India, specifically Gujarat, 
is being looked at as an emerging auto 
manufacturing hub. Tata Motors has a plant 
for its small car Nano in the state.

Concor – which controls about 75 
percent of all container rail movement in 
India through a network of 58 terminals – 
set up Conyk with NYK last year. The new 
venture is in talks with several major auto 
companies for contracts to move their cars. 
The 50:50 joint venture company has total 
paid-up capital of Rs35m ($775,000). 

Concor is currently in discussions 
to provide container rail services in 
Bangladesh and Sri Lanka. 

“We have initiated talks with the 
governments of these two neighbouring 
countries to launch our container services 
there,” said managing director Anil K 
Gupta. “At present, we are happy with 
our operations in Nepal, where we are 
facilitating the movement of goods from 
India.”

Concor runs three trains a week 
...continued on page 9
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...continued from page 8

Logistics rents in China to soar by 
20 percent

By Turloch Mooney

Rental rates for logistics properties in 
China could rise by as much as 20 percent 
over 2011 as the market struggles to 
meet the demands of a growing and 
changing economy, according to real estate 
specialists CBRE. 

“The confluence of the current supply-
demand imbalance, the effects of rising 
fuel prices, increasing labour costs and 
escalating rental rates are likely to push 

logistics costs to record highs … rental 
rates of logistics properties are expected 
to increase by up to 20 percent this year,” 
said Andrew Hatherley, CBRE’s Shanghai-
based executive director of Industrial and 
Logistics Services. 

Higher warehousing costs would 
increase pressure on inflation, he added: 
“The increase in storage costs, which 
account for about one-third of overall 
logistics costs, or 5.9 percent of the 
country’s GDP, will add further pressure to 

the already high rate of inflation.” 
The bounce-back in exports since 

the global financial crisis, growing 
internal consumption and relocation of 
manufacturing bases to inland China are 
putting upward pressure on rentals. But 
lack of availability of land for new logistics 
projects is a particular concern, CBRE said, 
with specialist industrial developers and 
owner-occupiers encountering difficulties, 
on a nationwide basis, in sourcing land 
sites for the construction of logistics 
facilities. 

“We appreciate that land availability is 
a problem and it is a difficult task to carve 
up land,” said Hatherley.

Local governments generally prefer to 
allocate land for residential and commercial 
over industrial development because 
commercial value of the former is higher. 

“The increase in business flow and 
employment that directly result from 
developing storage facilities is limited.” 

Logistics rents in Beijing are now more 
expensive than Shanghai due to a chronic 
scarcity of industrial space within the city’s 
ring road system, CBRE said. There was a 
differential of about 30 percent between 
rentals in first tier cities such as Shanghai 
and inland second tier locations such as 
Chengdu, the company also noted.

Of a total of about 550m sq m of good 
quality storage space in China, only about 
1 percent could be described as modern A 
grade-level facilities and about 95 percent 
of A-grade level facilities are located in 
coastal areas,” Hatherley said. 

“There is demand for higher quality 
facilities. As leasing contracts get longer, 
more domestic companies are going for 
A grade facilities now as well,” Hatherley 
said.    

Logistics rental and vacancy rate - Shanghai vs Beijing

between Birganj in Nepal – where it 
operates the inland container depot – and 
Raxaul in Bihar. It has a ten-year lease on 
the Birganj depot, of which five years have 
run through.

The move to take its operations to 
Bangladesh and Sri Lanka is part of a 
strategic initiative to expand its international 
network to raise its growth rates to pre-
recession levels. Concor was hit hard in 
2008 and 2009 when global recession 

caused a sharp decline in throughput 
leading to negative growth of 5.7 percent 
in fiscal 2008-09 against expansion of over 
16% in the previous year.

Full year growth this year is expected 
to be below 8 percent.    
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air Cargo

Call for private participation 
in China’s air cargo sector
By Sam Chambers

Jade Cargo bolsters  
Euro links 

By Sam Chambers

to Frankfurt and return to 
Shenzhen via New Delhi.

“Our network reach will 
expand as of the summer 
season and Jade will further 
emphasise its position as a 
global airline in the air cargo 
market,” said Captain Kay 
Kratky, CEO of the joint ven-
ture airline. 

Sources  a t  Jade say 
that Geneva and Kaunas in 
Lithuania will be added to the 
airline’s global network later 
this year. 

“Being the only Chinese 
carrier operating around the 
world proved Jade’s flexible 
s t ructure  and power  to 
overcome difficulties. We will 
continue to bring new ideas to 
the Chinese air cargo market,” 
said Su Xiufeng, executive 
vice president, Finance and 
Corporate Affairs.     

China Logistics, said more than 
just hardware and basic infra-
structure would be required. 

“Each airport must be 
supported by an integrated 
network,” he said. “Some 
airports have lots of room for 
improvement of network and 
facilities. They need the support 
services to go up another 
level and then to enhance 
the software and workforce to 
satisfy rising demand.” 

China’s air cargo market 
would continue to grow rapidly 
as manufacturers produce 
more high-value products that 
require faster shipment times, 
he predicted.  

“There will be a rapid 
increase in demand for 
airfreight business, and there 
will also be a rise in imports as 
the middle class grows.” 

Turning his attention to the 
much-consolidated China airline 
scene, Liu surprised many by 
indicating the consolidation is 
far from over. Chinese airlines 
were still struggling to compete 
with the big multinational 
integrators, he said. 

“We could see more 
c on s o l i d a t i o n .  We  a r e 
encouraging domestic carriers 
to restructure and improve 
capacity before any mergers. 

“There are not many 
restrictions on mergers. We 
hope they [mergers] will be 
regulated by the market, not 
government initiatives.”      

China needs greater private 
participation in its developing 
air cargo sector, according to 
senior China aviation official 
Lui Shaocheng.

“We need to increase air 
freight capacity and revitalise 
handling capacity for large hub 
airports,” said Liu, director of 
Policy Research at the Civil 
Aviation Administration of 
China. The country would add 
45 new airports over the next 
five years taking the total to 
220, said Liu.  

Airfreight volumes through 
China’s airports grew by around 
19 percent last year, after slower 
growth rates in 2008 and 2009 
during the financial tsunami. 

Figures from IATA predict 
China’s air cargo throughput 
will grow by 11.7 percent a 
year, from 2.1m tonnes in 
2009 to 3.8m in 2014. 

Volumes at Hong Kong are 
predicted to reach 5.3m tonnes 
in 2014 from 3m in 2009. 

Attracting new airport 
freight investment would rely 
on a combination of state and 
local government funding and 
policies designed to appeal 
to private funding sources, 
said Liu at the Airfreight Asia 
conference in Hong Kong. 

“That’s the model, going 
forward. To do this we’ll need 
incentives for the private 
investor.” 

But Solomon Cai Chen Yu, 
founder and CEO of Globelink 

Shenzhen-headquartered 
Jade Cargo will open up new 
markets and add four new 
destinations to strengthen 
its network in Europe in its 
summer schedule.

Jade Cargo wil l  start 
operating twice weekly non-
stop flights to Brescia, Italy. 
The flight will be operated 
from Shanghai on Thursdays 
and Sundays. After the arrival 
in Brescia the flights will then 
continue to Frankfurt, Germany 
every Monday and Friday, before 
returning to Shanghai. 

In addition to the Italy 
route, twice weekly flights will 
be operated from Shenzhen to 
Barcelona on every Tuesday 
and Friday. After arrival in 
Barcelona, flights on Tuesday 
will return to Shenzhen via 
Frankfurt.  The f l ight on 
Saturday will also continue 
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To Beijing by 
barge

By Sam Chambers

China is dredging its ancient 
Grand Canal so that ships will 
be able to head all the way 
from Beijing to Ningbo in the 
future. 

While most rivers in China 
are east to west, the 2500-year 
old Grand Canal is a bit of a 
rarity heading south from the 
capital through five provinces 
to Hangzhou on the East China 
Sea, where it links with a river 
to Ningbo. It was built to bring 
grain from China’s fertile south 
to its rulers in the north and its 
oldest parts date back to the 
fifth century BC. At 1,776km 
in length it can claim to be the 
longest artificial waterway in 
the world. 

Currently the canal is only 
serviceable from Hangzhou to 
Jining in Shandong province 
due to silting. However, a five-
year dredging plan is now 
underway that will give shippers 
an alternative option to moving 
cargoes around the nation. 
Eventually, the whole canal will 
have a depth of 5.5m. 

Among those excited by 
this development is Malaysia’s 
largest conglomerate, Sime 
Darby, which has five ports 
in Shandong and is touting 
Jining as a viable alternative 
distribution hub. 

“Jining is now a modern 
facility,” said the company’s 
head of ports and logistics 
(China), Lai Ah Chek. The port 
began container operations 
in September 2010 and also 
handles plenty of coal and 

grain. Barges can take 18feu at 
a time from there southwards to 
Hangzhou. 

Transi t  t imes on the 
previously heavily congested 
canal are improving. The 
closure of a number of smaller 
ports, and a greater uniformity 

of ship type has helped. It takes 
eight days to go from Jining to 
Hangzhou, down from 12 in 
the past, and efforts to upgrade 
the locks could see this time 
halved in the future. Pricing-
wise, the canal is unbeatable, 
costing RMB40 per ton ($6) as 

opposed to 90 for rail or 160 
by road. 

Beijing by barge is a 
distinct possibility within the 
next five years; shippers could 
have a cheap alternative to 
China’s increasingly congested 
roads.     
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Origin and Destination Logistics Services in 260 Locations Worldwide
Innovative IT Solutions for Maximum Supply Chain Visibility and Control
Scalable and Flexible Solutions to Meet Your Needs

•	 2009	Gold	Medal	Award	for	Global	Logistics		
	 Services	in	Consolidation	–	NIKE,	Inc.

•	 Five	Time	Top	Gun	Winner	–	The	Kellogg	Company

•	 Best	Logistics	Par tner	–	NETGEAR,	Inc.	

It’s	great	 to	be	recognized	by	our	customers	and	 industry	peers	 for	
just	doing	our	job.

In	 fact,	 solving	 complex	 supply	 chain	 solutions	 is	 all	 in	 a	 day’s	work		
for	us.	Whether	you	require	a	comprehensive	integrated	solution	or		
individual	logistics	components,	we	have	the	resources	and	exper tise		
to	deliver.	

While	 awards	 are	 nice,	 it’s	 our	 customers	 we	 have	 to	 thank	 for		
inspiring	us	to	constantly	 innovate	and	create	more	 flexible,	scalable		
and	ground-breaking	supply	chain	solutions.

Visit	www.apllogistics.com	for	a	full	listing	of	our	awards,	and	discover
why	our	customers	consider	us	to	be	their	award-winning	partner.

APL Logistics.
For award-winning 
service and innovation. 
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Taking the fight to China
Korea’s ports are offering incentives and investing overseas to compete better with the rapidly growing 
ports on China’s east coast, writes Sam Chambers in Seoul

Ever since China joined the World 
Trade Organisation a decade ago, 
ports in east Asia have had to 

contend with the rise of a container 
colossus. For South Korea, this had led 
to much reworking of its port strategies 
in the past ten years in a bid to compete 
with rapidly growing Chinese ports such 
as Shanghai, Ningbo and Qingdao. These 
three alone have added more than 80 
container berths in that time to become 
among the largest and most advanced ports 
in the world. Likewise, previous feeder ports 
that were a vital source of business for 
the Koreans, such as Tianjin and Dalian, 
have invested in expanding their own 
international operations. 

The ports of South Korea, led by Busan, 
Gwangyang and Incheon, have embarked 
on a big build-up of infrastructure. All 
combined, Korea’s terminals moved just 

over 19m teu last year – a record – up 
some 18 percent year-on-year. Incentives 
are being offered to ensure they remain 
competitive. 

For instance, Incheon Port, on 
Korea’s west coast, is offering free calls 
to containerships on the main east-west 
trades. This extraordinary move comes 
as the port gears up for the opening of 
Incheon New Port in the second half of 
2013. The new port facilities will finally 
bring deepwater berths of 16 metres to 
Incheon, capable of handling 10,000 teu 
vessels. Incheon can currently only handle 
vessels up to 4,500 teu. 

“We are strong on intra-Asia and 
China but unfortunately we do not have 
any ships on the main tradelanes,” said a 
port spokesperson. “We are now targeting 
this.” 

Any shipping line that calls at Incheon 

incheon is offering free calls to containerships on the main east-west trades
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DHL launched a direct Less than 
Container Load (LCL) service between 
Busan and Manzanillo in Mexico. The 
new weekly LCL service shortens the 
transit time from Busan to fast emerging 
Manzanillo to only 15 days, facilitating 
trade between South Korea and Latin 
America.

Since 1999, Mexico has been the 
top Latin American importer of South 
Korean goods by volume and now 
accounts for South Korea’s largest trade 
surplus among Latin American nations. 
The annual surplus for the first three 
quarters of 2010 stood at $5.7bn, a 
50 percent increase on the total figure 
for 2009. The key industries driving 
this growth are flat panel displays; cold 
rolled steel sheets, gasoline and optical 
lenses. 

Kelvin Leung, CEO, North Asia 
Pacific, DHL Global Forwarding, said, 
“DHL continues to adapt amid the 
constantly changing international 

market so when we see a need for our 
services, we are best positioned to 
leverage our network to deliver. With 
our focus on sustainable logistics, the 
new direct LCL service will also lower 
the carbon emissions by more than four 
percent as the shipments are no longer 
re-handled in Hong Kong.”

SP Song, country manager, South 
Korea, DHL Global Forwarding, said, 
“As most trade between South Korea 
and Mexico currently occurs through the 
port of Manzanillo, this new LCL service 
will ensure that South Korean exporters 
of LCD and automobile components 
have better accessibility into Mexico and 
benefit from the reduced transportation 
time and costs.”

DHL operates the world’s largest 
LCL network with close to 2m cu m 
of LCL freight handled annually via 
45,000 point pairs within the DHL in-
house system.     

New LCL service gives LCD 
and auto component exporters 
better access to Mexico

en route to the US, Europe, Oceania, India 
or the Middle East, and commits to call for 
three years, has all port dues waived. Given 
the current ship size restrictions, Incheon 
Port Authority is specifically focusing on 
liners heading for India, the Middle East 
and the US East Coast. 

Phase one of the new port will see six 
berths along 1,600 metres of quayside with 
plans for another 24 by 2020. Last year 
the port notched up a record year with box 
throughput up 21 percent to 1.9m teu. The 
target for this year is 2.11m teu. 

Busan under pressure from Ningbo
Also enjoying a record-breaking year last 
year was Korea’s number one port, Busan, 
at the bottom of the peninsula. At 18.5 
percent growth to 14.2m teu, Busan’s 
growth was the second fastest among the 
world’s top five boxports. 

The target this year is 15m teu. 
Nevertheless, there’s been much discussion 
in the local press this year about the 
dramatic rise of Ningbo, to the south of 
Shanghai, and how Busan risks losing 
its fifth spot in the global league. For 
transhipment cargoes, which make up the 
majority of containers at Busan, cost is 
a vital component and authorities there 
admit the port is still 30 percent more 
expensive than Chinese rivals. 

It has been a case of musical chairs at 
Busan’s many terminals of late. PSA took 
three of DP World’s nine berths effective 
last February, while Hutchison handed 
over one of its six to local firm Intergis. 
Meanwhile, Hyundai Merchant Marine 
opened a four-berth facility at the new 
port, while France’s CMA CGM will open a 
terminal at the new port next January. 

Five manufacturers have been selected 

as tenants for a new large distribution park 
in the west of the city near the new port. 
One of the old gripes about Busan port 
has been rectified with the opening last 
December of a single track allowing cargoes 

“Busan Port Authority spends five percent of  its annual revenue 

on incentives to mother carriers and feeder operators. It has invested 

overseas to drive cargoes to its port, including to a terminal north of  

Vladivostok in Russia’s Far East as well as an inland container depot in 

northeast China.”

to go all the way from the new port to Seoul. 
The single track will become a double one 
by the end of this year. 

Busan Port Authority spends five 
percent of its annual revenue on incentives 
to mother carriers and feeder operators. It 
has invested overseas to drive cargoes to 
its port, including to a terminal north of 
Vladivostok in Russia’s Far East as well 
as an inland container depot in northeast 
China. BPA is currently in discussions 
with a Thai river port about a possible 
investment after nixing plans for a possible 
investment in Vietnam.     
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The ten million 
ton supply chain 

More than two billion people worldwide 
use a Unilever pack on any given day. 
Unilever's Asia, Africa, Central and 
Eastern Europe region now contribute 
around 40 percent of  total turnover and 
has had a CAGR of  10 percent over the 
past five years. Turloch Mooney spoke 
with the newly appointed head of  supply 
chain for the region, Dhaval Buch, about 
the management of  this enormous supply 
chain operation

Unilever executives with staff at the company's main China manufacturing facility in Hefei. in the foreground is David ingram, VP China 
supply chain. Behind him is regional supply chain SVP, Dhaval Buch, factory manager Jason Liu, and Unilever global chief supply chain 
officer, Pier-Luigi Sigismondi



diaLogUe

21May/June 2011 supply Chain asia

What are the primary business objectives for the 
region going forward and what are the key markets 
for growth? 
The primary objective of Unilever's Asia, Africa, 
Central and Eastern Europe region (AAC) is to be the 
growth engine for Unilever in order for the company 
to meet its vision of doubling its business. Similarly, 
the region will also play a crucial role in helping 
Unilever keep its environment footprint constant  
which is the other deliverable of the company's 
vision.

Clearly BRICs offer large opportunities, and we 
have three of the four in this region, namely Russia, 
India and China. We are also seeing fast growth 
trends in other emerging markets e.g. Indonesia, 
Vietnam, Bangladesh, as well as large parts of the 
Middle East and Africa.

In order to grow the business we are focusing on:
• Competitive growth
• Profitable growth
• Consistent growth

Would you provide us with an idea of the scale 
of the Unilever supply chain Make, Source and 
Deliver operations in Asia. What are the key 
commodities that you source and in what volumes? 
What do you manufacture and what is the scale 
and structure of your logistics and distribution 
network? 
Unilever supply chain in AAC is as follows:
• Make - 120+ sites producing 30,000 SKUs 

totalling to approximately ten million tons of 
production (production in 2010). The SKUs 
being produced range from home & personal 
care products to food products e.g. Ice cream, 
tea etc.

• Source - 4000+ raw and packaging suppliers 
sourcing over 18,000 raw and 6000 packaging 
materials.

• Deliver - 4,300+ customers (general trade & 
modern trade), 25,000+ trucks on the road on 
a given day delivering over 30,000 SKUs (types 
of finished goods) from our 200+ warehouse to 
our 4,300+ customers.  

What are the primary ways that the supply chain 
network and operations in Asia are growing/ 
changing at the moment? 
Emergence of modern trade and global modern trade 
customers expanding operations is bringing about 
rapid changes in the marketplace. As a response 
to this, supply chains have to provide exceptional 
customer service to all customers while ensuring 
competitive costs. Global choice means that quality 
must delight the consumer in all our offerings.

Over the past few years the Unilever supply 
chain operations have been transformed to a 
globalised and regionalised management 'One 
Supply Chain' structure – could you tell us what 
this transformation has involved?
Pier Luigi Sigismondi, who is the chief supply chain 
officer for Unilever, leads the Unilever supply chain. 
This allows Unilever to deploy its global scale in 
every market. Strong partnership with business 
leadership means that while deploying this scale, 
local requirements are also delivered effectively. One 
Unilever Supply Chain, hence, combines the best of 
global and local and allows us to deliver scale and 
repeatable models in areas like: 
• Manufacturing excellence
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• Customer service excellence
• Engineering services and project management 

excellence in execution of capital projects 

What is the effect of this model on the supply 
chain governance structure and what is the role 
of individual country supply chain teams? 
The global supply chain is governed by the supply 
chain leadership team (SCLT) lead by the chief 
supply chain officer with three regional supply chain 
senior vice presidents (SVP), the chief procurement 
officer and other members.

With the concept of 'design once and deploy 
everywhere' the country supply chains are primarily 
responsible for the execution of strategies as 
endorsed by the SCLT.

How does the structure support supply chain 
innovations? 
The One Unilever Supply Chain allows responsibility 
for standardisation and rapid rollout whilst individual 
markets stay accountable for delivery.

How does the Unilever Sustainable Living Plan 
impact the company's supply chain operations in 
Asia and how does the regional supply chain team 
support the execution of the plan? 
In 2009 we introduced a new vision for our company. 
We will develop new ways of doing business with 
the aim of doubling the size of our company while 
reducing our environmental impact. 

The Unilever Sustainable Living Plan sets out 
how we intend to grow and prosper in a world where 
water will be scarce, energy expensive, food supply 
less secure and where we will pay for the carbon 
we emit.

Our ambition is to decouple our growth from 
our environmental impact across the lifecycle of 

our products. We plan to develop new ways of doing 
business so we can continue to grow while both 
increasing the positive social impacts of our brands 
and reducing our environmental impacts.

The Unilever Sustainable Living Plan has three 
distinguishing features:
1. It covers all our activities. It spans our entire 

portfolio of brands and all 170 countries in which 
we sell our products.

2. When it comes to the environment, the plan 
covers not just the direct impacts of our factories, 
offices, lorries and laboratories. It accepts 
that Unilever has a responsibility across the 
lifecycle, from the sourcing of raw materials all 
the way through to the energy and water needed 
by people to cook, clean and wash with our 
products.

3. Sustainability isn't just about the environment. 
There is a social and economic dimension. Our 
products can make a big difference to people's 
health and well-being and our supply chain 
supports the livelihoods of millions of people.   

We have three overarching goals. By 2020 we           
aim to:
• Halve the environmental footprint of our 

products. 
• Source 100% of our agricultural raw materials 

sustainably. 
• Help more than one billion people take action to 

improve their health and well-being

However, reducing our own impacts is not 
enough. In 2009-10 we carried out a detailed 
lifecycle analysis of over 1600 products across 14 
countries covering 70% of our sales. This shows 
that our own impacts are small. Sourcing our raw 
materials and people using our brands at home 
account for a much larger impact. So our goal is to 
halve greenhouse gases, water and waste right across 
our products' lifecycle.
• Raw materials – 26 percent
• Manufacture – 3 percent
• Transport – 2 percent
• Consumer use – 68 percent
• Disposal – 1 percent

In terms of our supply chain operations we will
• We will hold CO2  emissions from our factories 

at 2008 levels until 2020
• We will maintain our water extraction in our 

“Clearly BRICs offer large opportunities, and we have three 

of  the four in this region, namely Russia, India and China. We 

are also seeing fast growth trends in other emerging markets 

e.g. Indonesia, Vietnam, Bangladesh, as well as large parts of  

the Middle East and Africa.”
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manufacturing process at 2008 levels till 
2010

• Maintain waste generated by our manufacturing 
process at 2008 levels, till 2020. 

What are the key characteristics of Unilever's 
partnerships with retailers in Asia?
We first must provide exceptional customer service 
as a basis for trust in our relationship with our 
customers. We measure our customer service 
through a company-wide set of metrics, key being 
'Customer Case Fill On Time' which measures our 
delivery of goods on time in full against customer 
orders. We have also started measuring 'On Shelf 
Availability' in many stores.

We have customer care teams in all our markets 
and these teams regularly meet with our customers 
to discuss our performance, agree joint business 
plans and review progress. This is a continuous 
process which builds a trusted relationship with our 
customers, gradually making us a preferred supplier 
to them.

What are the key characteristics of partnerships 
with logistics service providers? 
The key characteristics of our partnerships with 
logistics service providers are as follows: 
1. Shared vision and top management alignment
 a. Joint business plans and understanding what 

each partner brings to the table and how it 
fits the strategy of the other partners

 b. Annual plans aligned to the vision
2. Quarterly business review meetings to review 

progress versus plan
3. Gain share mechanism to drive continuous 

improvement and recognise and reward logistics 
providers 

4. Innovation and step change initiatives from 
logistics providers to improve performance to 
best-in-class performance and ahead of industry 
standards

5. In working together, both partners should see 
the engagement in totality and not just from 
their P&L. In the spirit of true partnership, each 
should own the other partner's P&L and ensure 
both objectives are met

6. Logistics providers' account team performance 
targets should be aligned to the customer

 a. Logistics provider should carry cost reduction, 

service improvement and CO2 reduction 
target of the customer. We should avoid the 
conflict of logistics providers' revenue targets 
impacting continuous improvement and cost 
reduction of the customer. 

 b. The customer should support and recognise 
logistics providers' contribution through 
opportunity for business growth.

What is the effect of the new supply chain 
management structure on your supply chain 
partners such as retailers and logistics 
operators? 
Global reporting allows responsibility for 
standardisation and rapid rollout whilst markets stay 
accountable for delivery. Our supply chain partners 
therefore should see a much faster rollout of best 
practices in our geographies and a more standard 
approach to the way we conduct our business.

What role does technology such as advanced 
supply chain planning and execution software play 
in your supply chain operations in Asia? 
Unilever in Asia, Africa and the Middle East has 
embarked on a phased implementation of a single 
ERP and Advanced Planning and Optimisation tool 
which will be fully rolled out to all countries by next 
year.

The new ERP and Advanced Planning and 
Optimisation tool helps deliver:
• Common business processes across the region
• Better information through standard reports and 

KPIs. This will deliver increased transparency in 
supply chain performance across the units within 
the region and enable more rapid benchmarking 
and best practice rollout

• Better buying by driving regional scale in our 
sourcing of materials/commodities

• VMI over our regional sourcing network, moving 
away from the traditional buyer - supplier 
relationship

• Improved manufacturing capacity planning, 
bringing greater visibility over a longer horizon 
consolidated regional demand versus regional 
capacities to decision makers

• A more integrated S&OP process where we have 
fully integrated volume and financial forecasting, 
ensuring the business operates to one set of 
numbers     
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Could you provide us with some detail of Unilever’s current 
operations in China in terms of R&D, manufacturing and 
distribution operations? 
Unilever’s history in China can be traced back over 80 years, 
when Lever Brothers established its first operation in Shanghai 
in 1923 and became the largest soap maker in the Far East. In 
1986, Unilever re-established itself in Shanghai, committed to 
building and maintaining a successful business, and a multi-local 
multinational in China. From 1986 till now, we have invested over 
$1bn, introduced many new advanced technologies, created over 
20,000 job opportunities and directly hired more than 5,000 
local employees. 

Unilever’s business in China mainly covers three areas:
• Personal care. Major brands include LUX, POND’S, CLEAR, 

DOVE, HAZELINE and REXONA; ZHONGHUA
• Home care: Major brands include OMO and COMFORT 
• Foods. Major brands include LIPTON, KNORR, and WALL’S.

We have our main manufacturing site in Hefei, where we 
produce home and personal care products per annum. Our foods 
products are produced in Beijing, Jiangsu, Shanghai, Guangdong, 
Shandong.  In 2009 we opened our new global R&D centre in 
Shanghai.  

Could you quantify the volume of business that you do in China 
in terms of sales and/or volume of product manufactured and/
or distributed? 
Today Unilever China is a business over $1.4bn.  Within Unilever, 
China is clearly a priority market which receives disproportionate 
investment and resources, and where we still have space to bring 
more of the Unilever family of brands and products. Our vision is 
therefore to more than double our presence before 2015.  

We manufacture just under one million tonnes of products in 
China for the China market and we would see this more than double 
in that period as we play more of a regional and global role.   

How much of the products that you manufacture in China are 
actually sold in China and how much are exported to other 
markets? How much of the raw materials and packing materials 
for your China manufacturing operations are sourced from 
within China? 
China is an important sourcing hub in the Unilever supply chain 
network regionally and globally. About 20 percent of our finished 
goods produced in China are for export. Additionally, a significant 
part of our global raw material requirements are sourced from 
China. 

in what ways does distribution to modern retail trade outlets 
in China differ from distribution to modern retail trade outlets 
in the US and Europe? 
I think there are two main differences. One is that our customers in 
China are growing fast and this requires our support to enable them 
to grow in new geographies, with new products, efficiently and with 
great service. The second is that the Modern Trade networks here 
are in various stages of evolution, so we have more of a blended 
network that can deliver to store or to our customers’ distribution 
centres. Our IT solutions and planning solutions are also therefore 
evolving at different speeds in different customers. This presents 
its own unique challenges but significantly drives deeper customer 
integration than I experienced in Europe or America. 

you have said you believe development of FMCG distribution in 
tier-2 and tier-3 cities of China will be a more ‘blended model’ 
going forward with more cross-industry linkages of DCs and 
distribution structures. Could you elaborate on this and explain 
why you think this will be the case? 
I do believe that the rate of growth in China and our shared industry 
ambition to deliver that growth more efficiently, with higher service 
and lower environmental impact, will require the industry to look 
for more partnerships. This is already starting with some shared 
transport and warehouse systems, but there are big opportunities 
to deepen this (do it more) and broaden it across the end-to-end 
supply chain.      

New China 
industrial plan 
to underpin 
doubling of 
revenue by 
2015

Unilever's China business is currently worth 
around $1.4bn. The global consumer goods giant 
will invest more than $250m in new assets to help 
double the size of  its business in China by 2015. 
Dave Ingram, vice president, supply chain China, 
talks to Turloch Mooney about how the supply 
chain function supports this huge and rapidly 
growing volume of  business
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Some companies in China are well known for the capacity to 
produce quite good quality new and replica FMCG products 
and get them out to market very quickly. How does Unilever 
compete with this? 
Consistently meeting and exceeding consumer’s expectations is the 
key for any brand. We invest a lot of time and energy to ensure that 
every product exactly matches these expectations each and every 
day. This exacting consistency is not always possible from other 
companies who are not so closely linked to their brands. Innovation 
is also a key differentiator and it is no coincidence that the latest 
of our global R&D centres has been built here in Shanghai. In the 
past three years, Unilever has launched CLEAR Shampoo, Rexona 
Deodorant, OMO Detergent Liquids and Knorr Dense Soup. 

How does the supply chain function support the competitive 
strategies of Unilever in the market? 
That’s very clear. Our role is to deliver the volume growth ahead 
of the curve, with excellent service, quality and cost. We must 
do this with no compromise for the safety of our employees, the 
safety of our consumers and with zero incremental effect on the 
environment. We can only do this when we continue to attract and 
develop the best talent. 

“Our customers in China are growing fast and this requires our support to 

enable them to grow in new geographies with new products, efficiently and with 

great service. Modern trade networks here are in various stages of  evolution, so 

we have more of  a blended network that can deliver to store or to our customers’ 

distribution centres.”

What kind of revenue growth has the business experienced in 
China over the past half-decade and what kind of growth are 
you expecting over the coming half-decade? 
Like many other companies, Unilever has a strong ambition in D&E 
markets. We have been growing in the past five years at around 
twice the average market growth and we would like to see at least 
this level of growth over the next five. 

What level of investment has Unilever planned for the China 
market over this period? 
Over the past decade we have developed a very strong 
manufacturing base in Hefei, which is now one of the largest in the 
Unilever global network. Hefei will continue to be the cornerstone 
of our manufacturing presence and we will continue to invest 
significantly in capacity and capability. The next five years will 
also see a very exciting expansion into a number of new facilities, 
which will be more regionally located to better balance end-to-end 
costs.  Over the course of the next five years we will invest around 
$250m in new assets.     
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The case for increased 
cargo security

With so many global threats, 
conflagrations and technology 
advancements, this is clearly 
a good time for Asia-based 
shippers to consider upgrading 
their cargo security capabilities, 
writes Jonathan Wright 

The task of increasing cargo security 
is not a simple one. Each form of 
transportation – air, truck, ship, 

rail – generally involves a unique set of 
vulnerabilities and solutions; while dangers 
are not limited to a particular country or 
region: Maoist insurgents recently took lives 
and disrupted product flows by tampering 
with buses and rail lines in India. Explosive 
materials destined for the United States 
were intercepted in Dubai. And new 
safety and security measures will likely 
be needed in the wake of Japan’s nuclear 
tragedy. Cargo security, in net, is a concern 
everywhere. 

Risk is rising
Changes in the way manufacturers conduct 
business have created or intensified many 
of today’s vulnerabilities. Geographically 
extended supply chains have diminished 
control and visibility, making it difficult 
to resolve distant disruptions. Just-in-
time inventory and other supply chain 
optimisation strategies are helping keep 
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costs low, but they may also worsen the 
consequences of a supply chain disruption. 
And innovative supplier relationship 
management programmes may limit the 
number of suppliers a company uses but 
concurrently raise the severity of a break 
in supply. 

Policies such as outsourcing, lean 
manufacturing and reduced inventories 
can also compromise a company’s ability to 
manage unexpected events and operating 
anomalies. Supply chain visibility and 
event management technology are helping 
to some degree, but they are far from 
mature and do not address a full spectrum 
of cargo security concerns.

Loss of life and liberty resulting 
from security breaches are clearly the 
consequences companies must fear most. 
However, the financial risks associated with 
cargo security are also formidable: 
• A terrorist attack against a firm’s 

supply chain might cause widespread 
disruption to customer delivery 
capabilities, leading to a loss of short-
term revenue.

• Brand equity can be lost if customers 
believe the attack occurred because of 
a supply chain security failure resulting 
from neglect.

• Loss of revenue could lead to investor 
discontent with a firm’s performance 
and the subsequent sale of equity 
investments.

• A disruption could increase regulatory 
scrutiny.

• A terrorist attack could result in 
significant legal liability.

Security enhancement alternatives
Inspection is a superior, albeit sometimes 
unfeasible, solution. Many governments 
have implemented cargo-inspection 
programs deployed in layers: 
• Screening involves a review of 

information about the container’s 
contents – including manifest or 
entry documentation. The review may 
be visual or automated, and seeks 
to determine the presence of mis-
declared, restricted or prohibited items, 

and assess the level of threat posed by 
such cargo.

• Scanning means using technology 
to examine the container’s interior 
without opening it. This involves 
imaging equipment, radiation detection 
equipment or both.

• Searching implies the most effort – an 
intrusive examination with containers 
opened and contents v isual ly 
inspected.

Unfortunately, even the lowest level 
(screening) is seldom feasible for all 
cargo. In the United States, 100 percent 
of truck and rail cargo is screened before 
entering the country. For air cargo, the 
US Congress now mandates screening of 
all cargo on passenger planes. It also has 
established a goal of 100 percent scanning 
of all containers for nuclear devices before 
they depart from foreign ports. This is to 
become effective in 2012. Full ocean 
scanning has been postponed indefinitely 
due to numerous operational and technical 
issues, and the industry is focusing instead 
on screening initiatives. 

In the technology realm, scanning 
may be an optimal choice for detecting 
explosive materials and devices; however, 
other technologies are also available for 
protecting cargo in transit. One example 
is 'doors-only seals.' These mechanical 
barriers are based on the traditional seal 
employed for years by shippers, carriers 
and governments. Electronic versions that 
use RFID reporting are also available. 
However, they do not seem to be viable 
deterrents to unauthorised entry, and global 

RFID availability and uniform standards 
are lacking.

Another mechanism is 'doors-plus 
seals.' A doors-only seal becomes doors-
plus when it provides more than just a 
mechanical barrier to entry. These seals are 
electronic and communicate seal integrity 
via RFID, cellular or GPS technology. They 
can also communicate container and 
shipment information to enhance in-transit 
visibility. 

Smart containers are a third option. The 
most basic smart container includes GPS 
and satellite communication capabilities 
that allow the shipper to track it. Higher 
up the sophistication ladder are containers 
that report activity every time their doors 
are opened or handled. These containers 
may also maintain constant oversight of the 
internal environment and report whether the 
box has deviated from its planned itinerary. 
Most shippers and carriers are currently 
unwilling to pay for smart containers. One 
reason is logistics: Once unloaded, getting 
these containers back to the proper point 
for reloading is a significant challenge.

Risk versus reward
Strategically speaking, cargo risk mitigation 
strategies fall into two general categories: 
prevention and resiliency. Prevention 
strategies aim to reduce the likelihood of 
a disruption by protecting cargo. Resiliency 
strategies aim to keep the supply chain 
operating with minimal impact should 
a disruption occur. With prevention, 
a proactive philosophy similar to total 
quality management focuses on process 
control rather than output efficiency. With 

“Achieving resilience is often the result of  a sustained commitment 

to four factors: robustness (the ability to keep operating no matter 

what the disruption); resourcefulness (skillfully managing a disruption 

once it occurs); rapid recovery (getting things back to normal as quickly 

as possible) and learning from experience and avoiding repetitive 

mistakes.”
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resilience, companies develop back-up 
systems, increase safety stocks and develop 
response plans.

In a recent article, Stephen Flynn, PhD, 
president of the US Center for National 
Policy and a homeland security expert, 
noted that achieving resilience is often 
the result of a sustained commitment to 
four factors: robustness (the ability to keep 
operating no matter what the disruption); 
resourcefulness (skillfully managing a 
disruption once it occurs); rapid recovery 
(getting things back to normal as quickly as 
possible) and learning from experience and 
avoiding repetitive mistakes. Dr Flynn also 
discussed the value of creating a six-step 
resilience life cycle:
1. Accept the likelihood of risk of disruption 

in a world that is complex, unstable, 
unknowable and unpredictable.

2. Identify and categorise risks to 
operations.

3. Emphasise situational awareness so as 
to detect threats and issue alerts.

4. Invest in measures that will allow the 
system to withstand foreseeable risks.

5. Be prepared to respond and recover.
6. Adapt by measuring performance and 

continually improving.

Not surprisingly, increased resilience 
can come into conflict with other corporate 
priorities, such as reducing total landed 
cost and accelerating transit time. However, 
a study by the Manufacturing Institute at 
Stanford University identified a variety of 
benefits – beyond improved security – that 
manufacturers and 3PLs often derive 
from their cargo-security investments. 
University researchers determined that, at 
organisations with advanced cargo-security 
capabilities . . .
• Inventory levels were reduced, as 

were incorrect delivery quantities. 

Some of this improvement was due to 
reduced inventory shrinkage from theft, 
loss, pilferage, damage and fraud. 
Many manufacturers were also able to 
reduce the magnitude of counterfeiting. 
Improved management gave rise to 
better customer service: increased item 
fill-rate and a reduction in back orders, 
cancelled orders and defective products 
delivered and subsequently returned.

• Information about the location and 
condition of goods moving through 
the supply chain was enhanced. More 
timely and accurate supply chain data 
became accessible.

• Automated product handling increased. 
This in turn resulted in higher levels of 
efficiency, increased process compliance 
and predictability, simplified processes, 
fewer process deviations and shorter 
cycle times. Many companies were able 
to reduce personnel.

Figure 1: By its very nature, effective cargo security requires the integrated involvement of companies, countries  
and myriad modes of transportation

Managing complex supply chains requires advanced decision support technology
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• The ability to identify security breaches 
quickly and (thus) minimise delays was 
enhanced. 

• Customer satisfaction and customer 
confidence improved. 

The power of protection
Companies with exceptional cargo security 
capabilities clearly enjoy sustainable 
competitive advantages: better operations 
and financial results, as well as the ability 
to assure customers that the company can 
maintain operations in the event of a major 
incident or disruption.

Still, the operational outcomes listed 
above (lower inventories, improved 
compliance, etc.) may not be sufficient 
to offset a major investment in enhanced 
security. However, the biggest incentive 
ought to be motivation enough: the 
potentially huge financial ramifications 
associated with a security breach and 
subsequent supply chain disruption. In 
other words, companies have much to 
gain by enacting better protections, but 
they could have a lot more to lose if they 
don’t. 

This is not to say that cargo security 
is an easy decision, even if companies 
or countries acknowledge its necessity. 
The reality is that real cargo security 
improvements are complex and potentially 
costly. As illustrated in Figure 1, they 
also traverse innumerable physical and 
political boundaries. Still, there are steps 
that can be taken by communities around 
the world. 

Inertia and parochial interests is the 
first hurdle: Many governments view this 
as mostly the United States’ problem but 
this is unrealistic and shortsighted. More 

Beyond manufacturer/shippers, myriad stakeholders can be affected by a 
company’s security decisions:
• Factories located throughout the world, both those owned and operated by 

the shipper, and those where raw materials are sourced, work in process takes 
place, and final goods are completed. 

• Supply chain partners (e.g., third-party logistics providers) that manage goods 
and services, as well as related facilities (warehouses) where goods are stored 
and processed.

• Freight carriers across the modes and the freight infrastructure that supports 
these services (Figure 2).

• Other third parties, beyond 3PLs, that provide capacity (e.g., freight forwarders 
and consolidators), compliance (e.g., customs house brokers) and information 
(e.g., portals and “infomediaries”). 

• Government stakeholders, including customs and immigration, the military, 
law enforcement, intelligence, product safety, and traditional transportation 
oversight and licensing. 

• Non-governmental organisations that set and promulgate shipping codes and 
standards.

• Financial parties, such as banks and insurance companies, Wall Street analysts, 
credit rating bureaus and futures traders.

productive would be thinking in terms of 
an international consortium of interested 
parties that could set standards for data 
management, transmission and notification 
of potential security issues. 

Perhaps this is a cloud-based data 
management solution to which every 
appropriate party has access. The challenge 
isn’t so much the technology for conducting 
screens. It’s more about what you do with 
millions of data elements: Who screens 

the data? Where does it reside? Who has 
access? How are alerts sent? How do you 
ensure that those alerts are going to the 
right people and places? Many questions 
need answering. It’s clearly a long road. But 
as they say, every journey begins with the 
first step.     

Jonathan Wright is based in Singapore where 
he is a senior director of Accenture’s supply 
chain practice

Cargo security measures affect 
a wide variety of stakeholders
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Apple and Asia
Most of  its supply chain operations are 
already here and Asia is now a source of  
enormous revenue growth for the iconic 
and highly innovative high-tech brand. 
Owen Cleaver looks into Apple’s growing 
commitment to emerging Asia

In a strange twist of fate, thousands of iPad 2s 
sold during their US launch were scooped up 
en masse by grey market operators and shipped 

thousands of miles back to be sold not miles from 
where they were originally manufactured. Pent-up 
demand in Mainland China and Hong Kong where 
the device had yet to debut meant the grey market 
iPads were selling at two or three times the price 
of what they sold for in the US. 

China and Asia is no longer simply a cheap 
manufacturing source for Apple but the most 
important source of its revenue growth. As 
current stand-in CEO Timothy Cook said in the 
company’s most recent investor conference call, 
China has been selected Apple’s top emerging 
market priority, and the result of that has been 
absolutely staggering: “The revenue from Greater 
China for the last quarter was $2.6bn, which was 
up four times from the prior year quarter. To do 
$2.6bn in China in three months, where just two 
years before we did less than $1bn in the whole 
year – it’s phenomenal.”

Asia as a region brought in $6.4bn revenue 
for Apple in Q1 representing 24 percent of the 
company’s overall revenue for that quarter and 
growth of 247 percent over the previous year. And 
this is just the beginning. Of its 323 self-owned 
and operated stores in the region, just four are in 
China. A fifth will open on the iconic Nanjing Road 
in Shanghai later this year. 

According to CFO Peter Oppenheimer, these 
four stores attract 40,000 daily visitors, four times 
the number of anywhere else in the world and 
with revenues to match. Morgan Stanley believes 
Apple’s annual revenue in China will triple to 
$9.4bn this year and could reach $15.2bn by 
2012.

 
Cloak-and-dagger supply chain
Apple’s ability to record quarter after quarter of 
record sales is already the stuff of legend. It moved 
16.2m iPhones in the last quarter when two years 
ago it moved just 11.6m the entire year. How the 
supply chain can cope with this kind of growth is 

“With more 
than $40bn in 
liquidity, no 
debt, and an 
astounding ability 
to guarantee 
massive volume, 
Apple can 
lock down and 
guarantee critical 
supplies of  raw 
components 
such as 
flash drives, 
microprocessors, 
and LCDs 
at incredible 
pricing.”
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something worthy of study. However, the cloak-
and-dagger approach by the company to R&D and 
product development necessarily includes supply 
chain operations. 

Apple is first and foremost a design and software 
company. From production to transportation, most 
supply chain operations are outsourced. With the 
exception of three final assembly facilities located 
in Cork, Ireland, Austin, Texas, and Sacramento, 
California, nearly all manufacturing is outsourced 
to Asia. Third party vendors in China perform final 
assembly of substantially all of the company’s 
Macs, iPhones, iPads, and iPods. Of these, 
the most well known is Foxconn which runs a 
500,000-strong production campus in Shenzhen 
(see breakout). 

Beyond China, Apple also has vendors in 
Southeast Asia, Europe, North America, and the 
Middle East. In all, the company has sole-source 
third party suppliers in 13 countries: the US, 
China, Germany, Ireland, Israel, Japan, Korea, 
Malaysia, the Netherlands, the Philippines, 
Taiwan, Thailand and Singapore.

With more than $40bn in liquidity, no debt, 
and an astounding ability to guarantee massive 
volume, Apple can lock down and guarantee 
critical supplies of raw components such as flash 
drives, microprocessors, and LCDs at incredible 
pricing. This is a critical advantage for the 
company both strategically and financially. In 
a recent call with investors, CFO Oppenheimer 
directly attributed Apple’s stellar gross margin of 
38.5 percent to favourable commodity pricing.

A case in point was the 2005 move to sign up 
$1bn in flash from suppliers for its flash-based 
iPods and iPhone product lines. This guaranteed 
the rollout of products without shortage and 
at favourable pricing. Doubling down on flash 
technology and locking up the market early 
put competitors at a severe disadvantage in 
guaranteeing their own supply, which translated 
to higher costs for those competitors. 

We can expect this tactic to continue. “In 

“Doubling down on flash technology and locking up the market early put competitors at a severe 

disadvantage in guaranteeing supply, which translated to higher costs for those competitors.”

Major Apple suppliers: Foxconn/Honhai
Basic facts:
• Foxconn is subsidiary of Hon Hai Group based in 

Taiwan
• Honhai is the world's largest contract electronic 

manufacturer
• Foxconn CEO: Terry Gou
Known clients: 
• Apple, Sony, HP, Dell
Workforce: 
• 920,000 (to grow to 1.3m in next 12 months)
Revenue:
• $59bn (2010) with profits of $2.29bn 
Facilities:
• China, US, Czech Republic, Australia, India, 

Taiwan, France, UK, Ireland, Finland, Mexico, 
Denmark

• 500,000 personnel manufacturing facility/campus 
in Shenzhen, China – with its own fire department, 
grocery stores and living facilities

Expansion plans:
• Plans to grow workforce by 41 percent in coming 

year
• In talks to open new plant for Apple products in 

Brazil
• Migrating to interior China for cheaper labour 

(Chengdu & Zhengzhu)
• Planning to open its own retail stores in China
importance to Apple:
• Sole source: iPods, iPhones, original iPad
• Major source: iPad2
in the news:
• String of suicides at its Shenzhen plants in 

2010
• More than doubled wages for its Chinese workers 

last June as part of response to bad PR 
• Put up nets at the edge of all its Shenzhen facility 

buildings after suicides
• Bought out Hitachi Displays Ltd for $1.2bn to 

make it the world’s largest maker of small LCD 
panels (17.3 percent global market share)
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Major Apple suppliers: Wintek
Basic Facts:
• Taiwan based
• Second-tier supplier of LCD touch screens 
• CEO & Chairman: Hyley H. Huang
Known Clients:
• Apple, Nokia, HTC, Samsung
Work Force: 
• 10,000+
Revenue: 
• $2.19bn (2010)
Facilities:
• 11 (Taiwan), 3 (China), 1 (India)
importance to Apple:
• Supplier of small touch screens used in iPhone, iPad, 

iPods
Expansion plans:
• Plans to raise $290m – $387m through sales of Global 

Depository Receipts to fund expansions
in the news:
• Exposed 137 workers to N-Hexane, poisonous chemical 

used to clean touch screens used in iPhones (2010)

Major Apple suppliers: Quanta
Basic Facts:
• Taiwan based
• Largest notebook computer manufacturer in the world
• CEO: Barry Lam
Clients:
• Apple, Dell, Gateway, HP, RIM, Sony, Sun Microsystems, 

LG, Lenovo, Simens, Toshiba
Work Force: 
• 30,000 – 50,000
Revenue: 
• $35.9bn (2010)
Facilities:
• Asia, Canada, North America, South America, Europe
importance to Apple:
• Leading supplier for Macbook laptop lines
• One of two suppliers for new iPad2
in the news:
• Signed contract to form joint venture company with 3M 

to make touch screen displays in March 2011

the past several quarters we’ve identified another 
area and come to some recent agreements…
[that] consist of both prepayments and capital for 
process equipment and tooling. And similar to the 
Flash agreements, they’re focused in an area we 
feel is very strategic,” said Tim Cook in the same 
investor call. 

The CSR issue
But there are black marks in the operation of 
Apple’s supply chain. By outsourcing production 
so heavily, the company has given up the hallmark 
control it exhibits over its other operations, and 
incidents at suppliers such as Foxconn and Wintek 
– both of whom supply other global computer 
brands as well – have been heavily reported in 
Chinese and overseas press. 

Audits of suppliers against the company’s 
Supplier Code of Conduct have been stepped up 
as a result. The code looks at supplier performance 
in areas such as fair treatment of workers and 
environmental practices. 

Since 2007, Apple has carried out 288 
first-time audits of suppliers and performed an 
additional 63 follow-up audits. Audits consist 
of worker and management interviews, physical 
examination of facilities and records, and 
provision of an active hotline to report any post 
audit comments and complaints. One telling and 
disturbing result of the supplier assessments was 
that 40 percent of the facilities audited in 2010 
said Apple’s visit was the first of its kind to their 
facility.

The CSR reports do not pull punches and 
Apple has taken action on the heels of the audits 
including demanding active corrective measures. A 
Wintek facility where 137 workers were exposed to 
n-hexane poison was forced to upgrade ventilation 
systems. Business was terminated with another 
supplier for repeat infractions including bribery 
and falsifying payroll and audit materials. 

However, skeptics of the audits point out that 
not only do they show problems to a drastic level, 
results have actually deteriorated since the audits 
commenced in 2007. “Why doesn’t Apple do 
more?” says Alexandra Harney, former Financial 
Times correspondent and author of The China 
Price. “Because it doesn’t have to. “It faces much 
less public pressure to change than companies 
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like Nike and Adidas did nearly two decades ago. 
Public interest in sweatshops overseas has faded, 
perhaps because people in the west are more 
worried – understandably – about their own jobs. 
The anti-sweatshop movement of the 1990s and 
early 2000s has lost steam and been replaced in 
the public consciousness by a focus on the more 
sanitised concept of ‘sustainability’ – a concept 
that is much easier for companies to obfuscate.”

For the past decade, China and Asia, with 
its low cost contract manufacturing fuelled the 
incredible ride of Apple’s design and marketing 

The vast majority of carbon emissions come from the 
manufacturing, transportation, use, and recycling of 
products

Total carbon footprint

3% Facilities

97% Product Life Cycle

The reports pull few if any 
punches; many metrics have 
worsened since the audits began 
in 2007.

Common major infractions 
include:
• Exceeding weekly work hour 

limits (76 facilities) 
• Violation of controls – regular 

safety inspections, licenses/
certified skilled workers (95 
facilities)

• Mishandling of hazardous 
materials (80 facilities)

There have been notable 
victories as well: 
Curbing exorbitant recruiting 
fees
Apple has made headway in 
curbing corrupt recruiting 
practices – specifically relating 
to exorbitant fees charged by recruiting agencies to immigrant 
workers. In 2010, Apple facilitated reimbursement of $3.4m 
in fee overcharges to workers across 18 facilities.

Curbing employment of uunderage workers
Apple discovered 49 underage workers in nine facilities 

genius into the mainstream. An Asian supply 
chain churning out billions of iconic, industry 
and possibly life-altering gadgets at sustainable 
profit margins has driven Apple’s status from 
niche computer player to the pioneering industry 
giant it is today. 

Asia’s consumer markets are probably now 
key to Apple’s future. The impact this has on the 
nature of its supply chain, including management 
of supplier problems in a region where consumers 
are becoming more interested in supply chain 
integrity, remains to be seen.     

and forced suppliers to return 
workers to school and improve 
labour recruitment practices and 
age verification procedures.

Supplier Employee Education 
Program (SEED)
The SEED program offers 
computer-based learning 
courses to 16,000 participants 
to improve technical, computer, 
and language skills, as well as 
help send workers to attend 
associate degree programmes 
at Chinese Universities

Environment
Apple has become an industry 
leader in carbon footprint 
reporting – not only reporting 
emissions stemming from 
production, transportation, 
and R&D activities, but also 

from consumer use of products as well. The company has 
made significant progress in areas such as product design, 
transportation and use of renewable energy in facilities, 
but more than 70 percent of audited suppliers surpassed 
guidelines set in the company’s supplier code.     

CSR reporting
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Āgra

Ahmadābād

Bengaluru

Bhopāl
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Vishā khapatnam

Bandung

Banjarmasin

Denpasar Kupang

Jayapura

Makassar

Malang

Medan

Padang

Palembang

Pekanbaru Pontianak Samarinda

Semarang Surabaya
Tanjungkarang-

Telukbetung

Ahvāz
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Japan rebuilds but industry 
struggles to get back online
The post earthquake and tsunami reconstruction effort in supply chain and logistics 
is in full swing but Japanese companies are facing a severe withering of  production 
and consumption that is casting a shadow over economic recovery, writes Masanori 
Kikuchi from Tohoku and Tokyo

Devastation at Sizugawa Port
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Fishing is the primary industry of the 
earthquake and tsunami-stricken 
district of Tohoku to the northeast 

of Tokyo. ‘‘We will have to give up fresh 
fish and oysters from Sanriku district for 
at least one or two years,’’ said Kiyotaka 
Suzuki, a raw fish shop owner at Shiogama 
Marine Products Wholesale Center near 
Sendai, the biggest city in the district. 
“The fishing industry, major local ports 
and transportation systems are all heavily 
damaged.” 

The other two major industries in the 
area are parts production for automobiles 
and electrical appliances. While some 
manufacturers have managed to restore 
damaged factories to operation or find 
alternative sources of supply, they are 
still contending with severely damaged 
infrastructure. ‘‘We will have to ask the 
Japanese government to re-measure tide 
levels around seaports before reconstruction 
work can properly begin,’’ said Nobutaka 
Azumi, mayor of Onagawa, one of the 
hardest-hit towns, after the government 
said coastlines around the town had sunk 
by 1.2m. ‘‘We will require an enormous 
amount of money from the national 
coffers.” 

Analysts say getting railways, roads, 
seaports, airports, factories and warehouses 
fully back online will take many more 
months. On top of that, gasoline is in short 
supply and getting more expensive. 

However, work on the transport system 
is progressing. Major trunk roads in the 
northeast have reopened as well as 15 
main ports in Tohoku, although many 
smaller roads and rail lines in coastal 
and mountain areas are still impassable. 
Yamato Transport and Sagawa Express, 
Japan’s major door-to-door parcel delivery 
companies, have resumed the major part of 
their services in the hardest-hit prefectures 

of Fukushima, Miyagi and Iwate. 
Tokyo Electric Power Company (TEPCO), 

the Tokyo-based operator of the Fukushima 
Daiichi nuclear plant crippled by the 
quake, tsunami and ensuing explosions, 
has applied a rolling blackout to Tokyo 
metropolitan area intermittently. The 
possibility of power shortage is expected to 
be much higher in the summer due to air-
conditioning needs and will further disrupt 
the production plans of manufacturers. 

Hitachi Chemical has suspended 
production at its main facilities for train 
parts because they are within 20km of the 
Fukushima plant. This has disrupted the 
train system as far away as western Japan. 
There are many other major factories in 
Iwaki, the largest industrial city in Tohoku 
and close to the Fukushima plant. These 
companies, which include hi-tech electric 
appliance makers, are concerned that as 
long as there are problems at the plant, 
their operations will be affected. 

Car sales plummet
According to the Japan Automobile Dealers 
Association (JADA), domestic sales of new 
cars nosedived by 35.1 percent in March to 
437,599 from the same month last year. A 
decline of that size has not been recorded 
since 1969. March is usually a peak month 
due to replacement of company cars at the 
end of the fiscal year. 

Toyota posted a 45.9 percent decrease; 
Nissan’s sales fell 35.7 percent, Honda’s 
28.2 percent. The parts shortages due 
to the destruction of their factories and 
warehouses in the stricken areas, and 
sluggish demand caused by the disaster, 
is a severe blow to automakers.

Between March 11 and 26, Toyota 
cut production by 140,000 vehicles due 
in large part to shortages of parts and 
electricity. It has resumed part of this 

“The Japan Automobile Dealers Association (JADA) said domestic 
sales of  new cars nosedived by 35.1 percent in March from the same 
month last year. A decline of  that size has not been recorded since 
1969.” 

production, including the manufacture of 
its popular hybrid vehicle Prius. Honda 
said it would restart manufacturing in 
two domestic factories from April, but 
production would be kept at half the normal 
level for the time being.

Paper production
The stricken area is also a main production 
base for paper with major manufacturers 
such as Mitsubishi Paper Mills and 
Nippon Paper located there. Suspension 
of production at paper factories in Tohoku 
has hit related industries such as magazine 
production. Paper buyers are looking to 
other domestic factories and importing 
paper to try and meet the shortfall and 
paper prices in several other parts of Asia 
have risen as a result of the disaster. 

Shinkansen bullet trains in the Tohoku 
area were expected to be fully open for 
business by the end of April. It is unclear 
when other railways in the area will reopen. 
Sendai International Airport, having 
reopened provisionally for special domestic 
flights, is expected to resume international 
operations in September.

Retailers are struggling with a 
nationwide slowdown in consumption 
after only just seeming to emerge from 
the drawn-out recession and deflation 
precipitated by the global financial crisis. 
Japan’s three major department stores 
recorded steep sales declines in March. 
Sales at Isetan Mitsukoshi, Takashimaya 
and J. Front Retailing fell by 23.5 
percent, 16.8 percent and 9.6 percent 
respectively over the previous year. 
Nationwide sales of basic commodities 
fell by around ten percent, while sales of 
high-end garments and jewellery fell by 
up to 50 percent. 

Stores in Tohoku and the Tokyo 
Metropolitan area are worst affected. 
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“Yamato Transport and Sagawa Express, Japan’s major door-to-
door parcel delivery companies have resumed the major part of  their 
services in the hardest-hit prefectures of  Fukushima, Miyagi and 
Iwate. ” 

Nakasan, a major local department store 
in Tohoku folded as a result of the disaster. 
Fast Retailing Co., Asia’s biggest clothing 
chain operator, recorded a sales decline of 
10.5 percent in March over March 2010 
for its Uniqlo stores in Japan.

On a positive note, a new energy-saving 
business has emerged as a result of the 
shortage of electricity brought about by 
the disaster. Yamada Denki, the country’s 
largest electrical appliances retailing 
chain, started a rental LED (Light Emitting 
Diode) lamp business for offices, shops 
and households and demand is brisk. An 
LED lamp’s energy consumption is just 
one seventh that of an incandescent lamp. 

Sales of the lamps have grown three fold in 
major electrical appliance stores in Tokyo 
Metropolitan area since the disaster. Solar 
power-related goods such as a small-sized 
solar power battery charger for mobile 
phones are also among best selling items 
in stores in the Tokyo district.

Analysts predict that a large-scale 
public works project will broadly stimulate 

the economy and the current stable yen  
rate could contribute to early recovery of  
export-related businesses. However, 
much still depends on how quickly the 
manufacturing and logistics network gets 
back up and running.     

Masanori Kikuchi is the Japan correspondent 
of Supply Chain Asia magazine
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Featuring fresh insights from our expert 
speakers

Industry Leaders share their 
procurement, outsourcing & 
vendor management strategies!

Do you want to know how Philips is actively 
involved in the survivability and sustainability of 
suppliers to protect their products? 

Are you aware that CBRE is revealing its global 
sourcing movement in Asia to proactively 
ensure the future best practice, while PepsiCo 
is demonstrating how to build their internal 
procurement team in China to look after their 
global sourcing?

If you are facing challenges with the toughest 
manufacturing service contracts, would you like 
Siemens to give you tips on how to address the 
major legal concerns? 

Would you benefit from NXP’s experiences in 
looking beyond the legal content to empower the 
contract negotiation?

PLUS!
Don’t miss out on these workshops: 

Post-conference workshops
Workshop A
The journey to Best-in-Class in the 
Procurement transformation cycle

Workshop B
Sustain growth & nurture your supply 
chain when facing the toughest contract 
manufacturing business

Researched and Developed by:Media Partners:

Supply Chain Asia
Connect.  Communicate.  Collobrate.

Supporting Organisations:

Hong Kong Software Outsourcing Alliance
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Collaboration in consumer supply 
chains in Thailand

Asia's ongoing development, as well as the recent recession, 
has created a more selective, value-conscious consumer. 
Retailers, hungry for sales, have responded by becoming 

more strategic and capitalising on their existing resources in new 
and innovative ways. Savvy manufacturers have found ways to 
squeeze costs out of their supply chains while keeping up their 
growth, category and market expansion strategies.  

Over the past decade, the consumer goods industry in Thailand 
has implemented many efficient supply chain practices between 
its trading partners. This has led to increased consumer demand 
due to better variety, availability and lower priced products. One 
of the success stories behind this improvement is the Efficient 
Consumer Response (ECR) Initiative. 

Bringing together manufacturers, service providers and 
retailers under the common objectives of increasing sales at the 
lowest possible cost through collaboration and mutually beneficial 
business practices has not been easy. There are still bottlenecks 
and other issues and a need for agreement on what would be 
the best improvements they would like to see and where best to 
contribute their efforts.

The title of ECR Thailand's recent annual conference was 
winning through collaboration and from the very start collaboration 
was evident.  Tesco Lotus co-chairman Joe Dybell and Viwat 
Krisdhasima of Unilever shared the opening stage and clearly 
demonstrated that retailers and manufacturers are in collaboration.  
Furthermore, throughout the conference people from competing 
companies, retailers and suppliers alike, talked about being able 
to find areas of mutual benefit that are distinct from where they 
must focus and compete in the marketplace.

This is the essence of ECR and, more broadly, supply chain 

The consumer products supply chain business 
is on a high growth trajectory across Asia and 
advancing very well in many countries, not least 
Thailand. Barry Elliott and Chris Catto-Smith 
look at how the Efficient Consumer Response 
(ECR) initiative is contributing to improved 
supply chains and rising demand

management. There are areas in which industry can achieve 
efficiencies by working together for the benefit of the end user 
(the consumer) and for society overall. There are separate areas of 
opportunity for all to put their best foot forward and compete.

ECR is about making the cake bigger such as growing the size 
of a product category and the entire market -  and minimising 
cost, which is completely interdependent with growth. This is 
achieved by focusing first on the consumer and working backward 
up the supply chain, finding ways to best serve the consumer and 
maximising efficiencies all the way along.

Targeted projects
Over the past decade, manufacturers, distributors, logistics service 
and solution providers, along with retailers, have been leading a 
range of collaboration initiatives that have driven improvements 
and efficiencies across the supply chains and product categories 
of a number of trading partners.    

Initial successes were often driven through targeted projects 
involving a limited number of stakeholders with existing, long 
standing trading relationships to improve a specific aspect of their 
supply chain. Collaboration opportunities were identified directly 
based on mutual benefit, such as increasing sales, lowering costs 
or improving efficiency. Teams and working parties that were 
dedicated to a specific project normally came only from inside the 
participating organisations. Accordingly, benefits were limited to 
the partners involved with little opportunity to extend the solutions 
to the overall industry. Sensitivity in sharing best practices was 
high due to the strong levels of competition within the industry 
and the potential commercial advantages available with improved 
operations.
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However, the relationships between Thai trading partners have 
matured and with leadership and support from ECR Thailand, 
more of them are collaborating on wider agendas of improvement 
initiatives that can benefit the entire trading community. This, in 
effect, makes Thailand more competitive nationally, and logistically 
more efficient. Through improvements that apply across the entire 
industry, everyone is benefiting, particularly the end consumer, 
through lower prices and improved product availability; and 
the Thai economy, through national efficiencies and lower cost 
structures.

Prioritising action within a membership organisation or 
voluntary industry association is often a challenge. With supply 
chain management, including ECR, any form of success is 
dependent on a mutual commitment to collaboration and to share 
knowledge. ECR Thailand has worked through these challenges and 
is looking to build on its track record of improvement initiatives with 
five practical sub-projects for 2011. These are intended to boost 
sales, lower costs and increase overall share of the market.
1. Green transportation (environmentally friendly logistics) - Better 

utilisation of transport means less fuel consumed to deliver 
products to retailers. Opening up access to backhaul capacity 
and improving routing and network optimisation can all 
contribute to more fuel-efficient transportation. Lowering 
energy/cost of refrigerated transport by alternate thermal 
protection can yield huge savings whilst improved truck engine 
technology and seeking alternate transportation modes such 
as rail offer other green benefits.

2. Returnable packaging (minimising single use or recyclable 
packaging) - One of the greatest potential savings and 
environmentally friendly initiatives aimed at reducing single 
use logistics and product protection materials is through the 
use of reusable/returnable packaging. Foldable/stackable 
plastic totes and crates that can be handled, washed and 
returned to packing locations for re-use offer significant savings 
and reduction in energy associated with current recycling of 
cardboard cartons.

3. Pallet standardisation (overall pallet metrics including cubic 
standards) - Despite there being two global standards for 
logistics pallets: Euro pallets (based on a 80 x 100 cm 
footprint) and an Asian standard pallet (120 x 100 cm base), 
many products are still being delivered on over-height pallets 
that do not fit into the shelves of distribution centre storage 
racking. This is often due to suppliers trying to maximise the 
full height of trucks for deliveries. However, at destination the 
entire truckload needs to be hand unloaded or pallets restacked 
onto new pallets of the correct dimensions, which is a waste 
of time and labour.

4. Shrink (wastage through theft or bad practices) - Addressing 
the issue of shrink as a cross industry initiative will involve 
a change in behaviour and awareness in maintaining a 
more effective chain of custody from origin to destination. 
Ensuring that processes and control points are in place to 
prevent loss through theft or damage will be the focus of 
this project.

“Sensitivity in sharing best practices was high due to the strong levels of  competition within the industry 
and the potential commercial advantages available with improved operations.”

Vote now at www.supplychainknowledge.asia or www.supplychainasia.com

December 1, Shanghai Marriott Hotel City Centre

Supply Chain Asia Logistics Awards 2011
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5. On Shelf Availability (ensuring product is available for sale) - There 
is no greater measure of overall supply chain effectiveness 
than on-shelf availability. The quickest way for both a retailer 
and manufacturer to improve sales is to ensure that the 
right product is in stock and visible to the consumer and the 
customer perceives there is sufficient availability to return 
to shop again. Product must be properly merchandised and 
faced-off, sufficient quantities visible to the consumer, and 
replenishment processes in place to anticipate demand and 
ensure re-ordering and timely production can be completed 
before a product is out of stock, all without excessive 
investment in inventory.

Industry players now understand that collaboration and sharing 
of best practices can complement revenue realisation rather 
than being a cost factor and many firms are now trying to initiate 
collaborative relationships with their partners to extract previously 
elusive benefits.  

Faced with regional consolidations, resource and cost reduction 
plans, operating and customer issues and complex industry 
initiatives, many Thai companies have no time left for the critical 
strategy task. Nevertheless, new technologies and changing 
distribution channels make it critical for every firm to foresee the 
effects of these coming changes and position their operations 
proactively. 

Developing a corporate supply chain strategy can be critical to 
mid and long-term success.  However, of even greater importance 
is achieving efficiency across entire supply chains and that involves 
alignment of strategy and implementation guidelines across and 
between multiple companies. This is not easy, considering the 
high level of fragmentation, competition and lack of an existing 
national logistics strategy.

ECR Thailand intends to focus on five key areas in the coming 
years:
1. Generating demand
 • Jointly analyse consumer and shopper data in order to 

mutually understand and respect  consumer/shopper 
marketing objectives when developing and reviewing 
categories

 • Focus on delivering cost effectively to the most relevant set 
of products and services that truly add choice and value to 
consumers

2. Managing the supply chain efficiently
 • Adhere to supply chain management standards and 

protocols recommended by ECR Thailand
 • Jointly define a set of objectives and processes for optimising 

product planning, forecasting and replenishment, as well 
as in-store logistics

 • To jointly define a set of objectives and processes for 
optimising on shelf availability

 • To apply a commonly agreed method in order to evaluate 
total costs and benefits related to supply chain changes

 • To share benefits and risks whilst adopting a total supply 
chain view

3. Making information-based decisions
 • To exchange information in order to support business 

decisions
 • To agree on a common process, cost effective for both 

partners, to systematically gather and/or exchange the best 
possible information in a structured way

 • To establish a non-discriminatory and transparent process 
for evaluating the information leading to any business 
decision (e.g. KPIs, scorecards)

4. Organising to implement ECR
 ECR Practice requires both trading partners:
 • To promote the ECR mindset and way of working to all 

management and staff
 • To dedicate appropriately skilled resources and investment 

from both sides in order to implement ECR Practice in 
pursuit of category benefits

 • To link personal/team rewards to the defined business 
KPIs

5. Respecting competition law
 ECR is designed to serve the interest of the consumer. ECR 

Practice may not be used to restrict competition between 
suppliers and companies undertaking ECR projects should 
apply ECR Practice in strict respect of applicable competition 
laws.

These five areas of focus are keys to nominate short and mid-term 
initiatives. But what does the future hold. 
• What will our consumers want tomorrow?
• What will customer demographics be (aging population, 

etc.)?
• What will the cost of fuel, labour etc. do to our business 

models?
• Where will consumers migrate from/to (urban versus rural)?
• What will be differences in needs (urban versus rural)?
• What part will sustainability play in our future?
• How much will safety decide consumer choice?
• How do you differentiate for the haves and have nots? 
• What does this mean to consumers now and the future?
• How do we get ready for it?

These are the questions to be confronted but where will the 
time and resources come from to think ahead in this way and take 
the necessary action. Thailand needs this to be addressed to build 
and grow even further.     

Barry Elliott and Chris Catto-Smith are supply chain consultants based 
in Hong Kong and Thailand 
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SSI Schaefer takes over 
Handler A/S

With more than 2,500 references, Handler A/S occupies a 
strong market position in the storage lift segment, particularly 
in the Scandinavian region. With the integration of the Danish 
company, SSI Schaefer completes its product chain as a 
full-service provider for intralogistics. Owing to the practically 
complete coverage of value creation at the SSI Schaefer Group, 

it is expected that significant synergy potentials in production, 
distribution, project management as well as in customer 
service & support will be achieved. 

The LogiMat® storage lift is considered future-oriented 
and extremely operator-friendly. Thanks to the ergonomically 
conceived components, the LogiMat® integrates seamlessly 
into the SSI Schaefer product range Ergonomics@Work®. 
Stepless, height-adjustable access openings and incline devices 
on the trays for the ergonomically correct removal of goods are 
just two examples from the fully equipped equipment package. 
We can also take economic efficiency into account, thanks to 
the compact storage and modular design of the LogiMat®. 
Compared to a common static storage solution, the storage 
lift only requires 1/10 of the storage space. The clever SPS 
control can be supplemented by the in-house software package 
Wamas® and/or integrated seamlessly into the existing 
inventory management system. Various options for an increase 
of efficiency and maximum optimisation of the picking speed 
complete the package.

Experience the world of efficiency first-hand 
In keeping with the slogan ‘world of efficiency,’ SSI Schaefer 
is presenting its entire product range of the latest, efficient 
intra-logistics technologies live and direct in a uniquely designed 
trade show exhibit at CeMAT 2011 in Germany. Numerous 
innovations and the latest advances in existing systems and 
components are linked to a complete material flow system 
demonstrating a functional design. Result: An exceptional trade 
show stand displaying seamless solutions. 

Efficiency via technological innovations and tried and proven 
systems in practical applications! At CeMAT 2011 in Hannover 
on Stand C20/40, Hall 13, SSI Schaefer will be presenting 
a complete, unique overview of solutions and systems for 
efficient intralogistics in an exhibit area of around 2100 m²; 
from racking and load carriers, to conveyor and order-picking 
technologies, including control and warehouse management 
systems. The newest system, the highly flexible and cost-
effective Auto Cruiser conveyor, an entirely new Fulfillment 
Factory order picking concept, plus the SSI Order Verifier for 
automatic checking of order-picking jobs. 

The company’s wide range of solutions and expertise 
with efficiency-boosting technologies for warehousing and 
distribution will also be displayed in the CeMAT stand. As in an 
actual intra-logistics installation, everything on the stand is in 
motion and interconnected: This demonstrates an integrated, 
highly practical order-picking system design, allowing visitors to 
experience the interaction between the latest innovations and 
tried and trusted system components firsthand. Based on their 
seamless functionality, the components also demonstrate to 
visitors the variety and flexibility with which the various individual 

Leading logistics provider SSI Schaefer took 
over Handler A/S (Humlebæk/DK) to round out 
its product portfolio with the important storage 
lift segment
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systems merge to form a single, comprehensive solution, just 
like the trade show stand itself. 

Three disciplines, three worlds of experience 
No fewer than three integrated systems will demonstrate the 
application of different technologies and products for process 
integration and increased efficiency: 

The defining system component in the first area is the 
world premiere of the Fulfillment Factory. This technology, 
which is still top-secret and will be introduced for the first time 
at CeMAT, offers efficient, collective processing of deliveries 
to stores and end customers. Previously it was simply not 
possible to meet the requirements of B2B for large orders to a 
few customers and B2C with 
small jobs to a very large 
number of customers. It is 
clear that using the same 
equipment and warehouse 
volume for the two market 
segments provides both a 
huge increase in efficiency 
and a large gain in terms 
of flexibility. In addition to 
the Fulfillment Factory, 
visitors will also see a 
demonstration and display of 
racking technology, including 
a customer reception and 
meeting area spanning two 
levels. The company’s own 
steel structure forms a 
platform offering space both 
for meetings and hospitality, 
as well as providing a viewing 
platform across the stand. 

The centrepiece in the 
second area is the SSI 
Schaefer Auto Cruiser. This 
is a new transport system 
that closes the gap between forklift transport and conveyor 
technology for internal deliveries. Interconnected workstations 
demonstrate the interplay of the new technology with the flexible 
pick@work assembly system. The wide range of systemised 
SSI Schaefer containers and other load carriers is also 
demonstrated here. For example, the intralogistics specialist 
is launching new innovations in the container market with the 
award-winning ECO-tech folding box and Intercept corrosion-
proof containers. In addition to this traditional product line, 
the intralogistics specialist has expanded to become a true IT 
giant in this particular market. With over 600 IT specialists, 
the company enjoys a leadership position with expertise 

ranging from control to warehouse management. At special 
information points, the intralogistics specialist in Hannover will 
be demonstrating the efficiency improvements that can be 
achieved using SSI Schaefer IT concepts and solutions.  

Particular interest from visitors is expected in the third 
section, the main order-picking area. It easily covers a third of 
the entire trade show stand and highlights the dynamic world of 
automated intra-logistics. An integrated system will be used to 
demonstrate complete material flow from ergonomic incoming 
goods workstations via fully automated container storage 
plus a multi-stage order-picking process, including automatic 
job control and returns handling. Both the fully automated 
order-picking system Robo-Pick and the efficient storage and 

retrieval system Schaefer 
Mini-Load Crane (SMC), 
will be in operation here. In 
addition, visitors will have the 
opportunity to experience 
mobile picking and pick-by-
light up close and personal 
in a real-time situation. The 
new, fully automated 100% 
job control system integrated 
into the system is another 
highlight in this area. The 
SSI Schaefer Order Verifier 
is able to count and identify 
the articles of over 1000 
jobs an hour completely 
automated. 

World of efficiency – 
well worth a visit 
From an impressive range of 
warehouse and production 
equipment and innovative 
conveyor technologies, to 
a wide variety of order-
picking processes including 

ergonomic workstations, the trade fair stand offers CeMAT 
visitors a comprehensive overview of the latest technologies 
for efficient intra-logistics. The SSI Schaefer stand clearly 
demonstrates the company’s success in continuously selecting 
the most efficient solutions for its customers, providing 
innovation and unrivalled depth and added value from within 
the group. This display once again emphasises the strong 
market position of the world-leading provider of warehousing 
and logistics systems. 

For more information, please visit ssi-schaefer-asia.com     
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What are Customs and 
Trade software?

In  s o m e 
count r i e s , 
c u s t o m s 

a u t h o r i t i e s 
permit traders 
to directly input 
import and export 
d e c l a r a t i o n s 
into customs 
i n f o r m a t i o n 
systems. If the 

volume of transactions is high enough, 
it can be cost effective to bring customs 
clearance in-house, and a specialised 
software is indispensable in the task to 
process data and submit declarations. 

When clearance is left to the logistics 
provider, the agent prepares the customs 
declaration based on data collected 
and provided by the trader. Software 
helps collect the various information. 
Furthermore, accountability rests with the 
importer, so a part of the customs and 
trade management process — namely 
compliance — will still have to be done 
in-house and might be helped by this 
kind of application. Some requirements 
from other border agencies, such as the 
management of licences, might benefit 
from being automated. 

Obviously, the volume and type of 
cross-border transactions as well as the 
products involved will shape the decision 
for the adoption of the technology. However, 
there is a point where manual customs 
management is neither cost effective nor 
safe.

How can automation help? 
From a strategic perspective, automation 
allows the business to centralise import 
and export transactions whether the 

business is operating in one or several 
countries. This provides a platform to 
develop a company-wide customs and trade 
management policy. At the operational 
level, it can help with the implementation 
of sound procedures and facilitate the 
verification of data. This will greatly 
strengthen compliance. It can also help 
identify savings opportunities. 

The software is usually updated by the 
provider global trade database containing 
the latest information on classification, 
valuation and other regulations. The data 
entered is therefore validated against 
current regulation.

What task can be automated?
The first advantage is the automation of data 
collection from other systems such as the 
company ERP for reporting and auditing. 
For instance, new security regulations such 
as the advance information rule (10+2) can 
be simplified by the automatic compilation 
of the various data required. This is 
especially true when trading with a large 
number of suppliers. The collection of data 
can be used to produce documentation for 
imports and exports used eventually for 
submission of the declaration directly to 
customs. 

I t  can be par t icu lar ly  usefu l 
for businesses operating under trade 
agreements, as it will automate many of 
the cumbersome tasks linked with these 
types of contract. It keeps up to date the 
rules of origin against which the origin of 
products is tracked and verified. Large 
bills of material can be checked against 
each trade agreement automatically. It 
covers both manufactured and purchased 
product from raw material, sub-assemblies 
and finished products, to parts and 

components. At export, it produces the 
certificate of origin. 

It is widely used for transactions 
subject to export control. Instead of a 
manual search on international lists, the 
software automates denied and restricted 
party screening, checks embargoed 
countries, restricted companies, persons 
and products. It also keeps an audit trail 
of past screenings. 

It is not just customs that operate at 
the border and requirements can come 
from a wide range of other agencies. A 
software can help manage information for 
phyto-sanitary or agricultural requirement, 
for instance. 

What is the impact on logistics 
providers? 
Customs clearance has always been the 
monopoly of logistics providers. The 
possibility for traders to manage directly 
their relationship with customs has put 
pressure on them. Some providers have 
responded by upgrading their services 
offering, for instance, compliance checks. 
Others offer free consultancy, helping 
customers adopt customs procedures to 
develop efficiencies and savings. 

Finally, for good results, like any tool, 
it needs a competent user. Technology will 
complement but not replace an internal 
customs specialist. Automating customs 
and trade management does not necessarily 
mean automating compliance.      

“Automating customs and trade 
management does not necessarily 
mean automating compliance ” 

By Catherine Truel
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wards wards 
Supply Chain Asia Logistics

*Including the inaugural Emerging Asia Supply Chain Top 10

Voting is now open: please visit 
www.supplychainknowledge.asia or 

www.supplychainasia.com to cast your votes
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About Jones Lang LaSalle
Jones Lang LaSalle (NYSE:JLL) is a financial and 
professional services firm specialising in real estate. The 
firm offers integrated services delivered by expert teams 
worldwide to clients seeking increased value by owning, 
occupying or investing in real estate. 

With 2010 global revenue of more than $2.9bn, Jones 
Lang LaSalle serves clients in 60 countries from more 
than 1,000 locations worldwide, including 185 corporate 
offices. The firm is an industry leader in property and 
corporate facility management services, with a portfolio 
of approximately 1.8bn square feet worldwide. LaSalle 
Investment Management, the company’s investment 
management business, is one of the world’s largest and 
most diverse in real estate with more than $41bn of assets 
under management.

Jones Lang LaSalle has over 50 years of experience 
in Asia Pacific, with over 19,400 employees operating 
in 78 offices in 13 countries across the region. In China, 
the firm has about 800 professionals and 6,500 on-site 
staff, providing quality real estate advice and services in 
the areas of retail, residential, commercial, management 
services, project and development services and research. 
Key clients include various government agencies and 
developers, as well as owners of high-end residential and 
commercial buildings. For further information, please visit 
our Web site, www.joneslanglasalle.com.cn   

Goodman
Goodman Group is one of the world’s largest integrated 
property groups that owns, develops and manages industrial 
property and business space globally. We invest in business 
parks, office parks, industrial estates and warehouse and 
distribution centres. We also offer a range of property 
funds, giving investors access to our specialist services 
and property assets.

Our presence in Greater China started in 2001 via our 
involvement in the Shanghai Business Park. Our footprint 
was expanded in March 2005 with the establishment of 
the Hong Kong office. Today, we have three offices in the 
region with more than 240 employees.

In August 2009, Goodman embarked on new strategic 
relationships with China Investment Corporation (CIC) and 

Canadian Pension Plan Investment Board (CPPIB) aimed 
at further strengthening the logistics platform in Greater 
China. CIC committed to a A$500m hybrid securities 
investment in Goodman which together with options that 
it holds would give it an 18.2% stake in the Group if 
converted. A new joint venture was formed with CPPIB to 
own and develop logistics properties in mainland China.

With total asset under management of approximately 
1.6m sqm, we are one of the largest logistics space 
providers in Greater China. In addition, we are managing 2 
unlisted real estate funds in the region, the Goodman Hong 
Kong Logistics Fund and the Goodman China Logistics 
Holding, which are valued at approximately $1.1bn and 
$181m respectively.     

Russell Reynolds Associates
Russell Reynolds Associates’ reputation as the global 
leader in Executive Search and Assessment is founded on 
its extensive industry knowledge and global market insight. 
As the trusted recruitment advisor to organisations around 
the globe, Russell Reynolds Associates’ aim is to be the 
‘best’ rather than the biggest or the most visible or the most 
diversified. With a focus on CEO and ‘C-level’ recruitment, 
Russell Reynolds Associates has a highly regarded 
reputation in Supply Chain Leadership, ensuring its clients 
have the best and most qualified leaders. It achieves this 
by ensuring it has the most experienced and best trained 
Consultants in the industry.

Leadership:  In today’s ever changing global business 
environment, success is driven by the talent, vision and 
leadership capabilities of senior executives.

Russell Reynolds Associates has more than 300 
Consultants based in 39 offices worldwide. Its Consultants 
work closely with public and private organisations, small 
and large, to identify, assess and recruit senior executives 
and board members to drive long-term sustainable growth 
and success.  It has a world renowned reputation in the 
Supply Chain Management arena, bringing specific industry, 
geographical and functional experience together to ensure 
the best and most effective solutions are developed and 
delivered to its clients. It has appointed many of the leaders 
today in Supply Chain Management, leveraging their 
intimate understanding across all industries.      
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Adapting ‘Disruptive 
Innovation’ to 
drive supply chain 
productivity, growth 
and success

“If you want to go fast, you go alone … but 
if you want to go far, you go with others.”
…An African Proverb

Today many corporations do not simply 
want to move fast, they want to go further  
too.  

In the past, key drivers of success 
were attributed to hard work and a good 
product. Today, with many similar types of 
products available, and working hard an 
expected norm, the components of success 
have changed somewhat, with innovation 
and productivity playing an increasingly 
crucial role. 
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Some now believe that sustainable 
growth can only be achieved through the 
adoption of productive and innovative 
processes. This idea was espoused by 
Mr Abe Eshkenazi, CEO of APICS, the 
operations management association, 
during the inaugural Asia Supply Chain & 
Operations Conference held in Singapore 
on April 7-8.

What do we mean by the terms 
‘productive processes’ and ‘innovation’?
‘Productivity’ is said to have been realised 
when more value is added to raw materials 
during production and more income can be 
distributed to workers and shareholders. 
But productivity is often consigned to an 
activity or an event and often resides within 
the four walls of an organisation.

In developing productive processes, an 
organisation seeks to create value beyond 
its own domain and extend further out 
into the supply chains that it is a part of. 
To achieve this, the organisation needs to 
involve external players in the chain, each 
with different objectives and expectations, 
and create a model that extends the 
productivity value beyond the internal four 
walls, leading to reduced costs, expanded 
efficiencies and, ultimately, lower prices for 
consumers. This process can be deemed 
both difficult and challenging to execute 
but not impossible to implement.

innovation or invention 
Innovation presents another unique 
challenge to drive growth and success. 
Is there a difference between innovation 
and invention? The Business Dictionary 
differentiates the two as: Invention is a new 
scientific or technical idea, and the means 
of its embodiment or accomplishment. 
To be called an invention, an idea only 
needs to be proven as workable. But to 
be called an innovation, it must also be 
replicable at an economical cost, and 
must satisfy a specific need. That’s why 

only a few inventions lead to innovations, 
because not all of them are economically 
feasible.

Mr Eshkenazi brought up the idea of 
‘disruptive innovation’ as a way to drive 
innovation in the supply chain industry. 

Harvard Professor Clayton Christensen 
perpetuated the concept of disruptive 
innovation in his book The Innovator’s 
Dilemma. Professor Christensen investigated 
why some innovations that were radical in 
nature reinforced the incumbent’s position 
in a certain industry. The central theory 
of Christensen’s work is the dichotomy 
of sustaining and disruptive innovation. 
A sustaining innovation hardly results in 
the downfall of established companies 
because it improves the performance of 
existing products along the dimensions of 
mainstream customers value. 

Disruptive innovation, on the other 
hand, will often have characteristics that 
traditional customer segments may not 
want, at least not initially. Such innovations 
often appear as cheaper, simpler and 
possibly even of inferior quality when 
compared with existing products, but some 
marginal or new segment will value it.

Professor Christensen extensively 
analysed the disk drive industry because 
it represented the most dynamic, 
technologically discontinuous and complex 
industry. He found out that during the 
turbulent growth of this industry from 
the 1950s – when IBM first invented the 
disk drive – to the 1990s, of the 129 
firms that entered the market during 
that period, 109 of them have ceased to 
exist. It is interesting to note that most 
of the technological discontinuities that 
emerged in this industry were sustaining 
innovations. 

The end result of Professor Christensen’s 
findings was that it was not a matter of 
technological complexity that led to the 
success of firms. Rather, the crucial factor 
to understand was the concept of the  

‘value network’, described as “the context 
within which a firm identifies and responds 
to customers’ needs, solves problems, 
procures inputs, react to competitors and 
strives for profits”.

This could very well be the ‘Customer 
Experience Supply Chain’ concept raised 
by Robert Brunner in his book Do You 
Matter? when he talked about how the iPod 
changed the way Apple competes in the 
industry – but that story should be worth 
another 700-word article!

The strategy of Singapore
The Singapore government apparently 
sees potential success for individuals and 
corporations in adopting Innovation and 
productivity. This explains why it has set 
aside around US$4bn to drive productivity 
in the small city-state. 

APICS is clearly a beneficiary of 
this programme by partnering with the 
Singapore Manufacturers Federation and 
secured critical support from the Workforce 
Development Agency to fund its ‘Certified 
Production & Inventory’ programmes, 
as well as its ‘Certified Supply Chain 
Professional’ programme. Through this 
unique funding scheme, residents of the 
country can attend the programmes at a 
highly discounted rate.

Without a base knowledge, there can 
be no innovation, and making knowledge 
accessible and available is one of the best 
ways to nurture potential innovation in 
productivity processes. Will Singapore take 
the lead in creating ‘disruptive innovation’ 
to drive supply chain innovation in Asia? As 
one of the major trading hubs in the world, 
it is well poised to do so. 

This may be driven by the community 
that continues to congregate and fine 
tune new processes through adoption of 
disruptively innovative supply chains where 
risk of execution failure is mitigated by 
support from the business community and 
funding from public enterprises.      
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Ease of doing business: China and 
Vietnam improve most in Asia
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Cumulative change from Doing Business 2006 and Doing Business 2011

4 Reforms making it easier to do business    7 Reforms making it more difficult to do business

  East Asia & Pacific  GNI per capita (US$) 3,620

Ease of doing business (rank) 79 Lower middle income  Population (m) 1,331.5

Starting a business (rank) 151 Getting credit (rank) 65 Trading across borders (rank) 50

Procedures (number) 14 Strength of legal rights index (0-10) 6 Documents to export (number) 7

Time (days) 38 Depth of credit information index (0-6) 4 Time to export (days) 21

Cost (% of income per capita) 4.5 Public registry coverage (% of adults) 63.9 Cost to export (US$ per container) 500

Minimum capital (% of income per capita) 118.3 Private bureau coverage (% of adults) 0.0 Documents to import (number) 5

    Time to import (days) 24

Dealing with construction permits (rank) 181 Protecting investors (rank) 93 Cost to import (US$ per container) 545

Procedures (number) 37 Extent of disclosure index (0-10) 10

Time (days) 336 Extent of director liability index (0-10) 1 Enforcing contracts (rank) 15

Cost (% of income per capita) 523.4 Ease of shareholder suits index (0-10) 4 Procedures (number) 34

  Strength of investor protection index (0-10) 5.0 Time (days) 406

Registering property (rank) 38   Cost (% of claim) 11.1

Procedures (number) 4 4 Paying taxes (rank) 114

Time (days) 29 Payments (number per year) 7 Closing a business (rank) 68

Cost (% of property value) 3.6 Time (hours per year) 398 Time (years) 1.7

  Total tax rate (% of profit) 63.5 Cost (% of estate) 22

    Recovery rate (cents on the dollar) 36.4

CHiNA

  South Asia  GNI per capita (US$) 1,170

Ease of doing business (rank) 134 Lower middle income  Population (m) 1,155.3

4 Starting a business (rank) 165 Getting credit (rank) 32 Trading across borders (rank) 100

Procedures (number) 12 Strength of legal rights index (0-10) 8 Documents to export (number) 8

Time (days) 29 Depth of credit information index (0-6) 4 Time to export (days) 17

Cost (% of income per capita) 56.5 Public registry coverage (% of adults) 0.0 Cost to export (US$ per container) 1,055

Minimum capital (% of income per capita) 188.8 Private bureau coverage (% of adults) 10.0 Documents to import (number) 9

    Time to import (days) 20

Dealing with construction permits (rank) 177 Protecting investors (rank) 44 Cost to import (US$ per container) 1,025

Procedures (number) 37 Extent of disclosure index (0-10) 7

Time (days) 195 Extent of director liability index (0-10) 4 Enforcing contracts (rank) 182

Cost (% of income per capita) 2,143.7 Ease of shareholder suits index (0-10) 7 Procedures (number) 46

  Strength of investor protection index (0-10) 6.0 Time (days) 1,420

Registering property (rank) 94   Cost (% of claim) 39.6

Procedures (number) 5 4 Paying taxes (rank) 164

Time (days) 44 Payments (number per year) 56 Closing a business (rank) 134

Cost (% of property value) 7.4 Time (hours per year) 258 Time (years) 7.0

  Total tax rate (% of profit) 63.3 Cost (% of estate) 9

    Recovery rate (cents on the dollar) 16.3

iNDiA

The World Bank’s Ease of Doing Business 
Index is based on the study of laws and 
regulations governing business and 

economic activity. More than 8,000 government 
officials, lawyers, business consultants, 
accountants and other professionals in 
183 economies who routinely advise on or 
administer legal and regulatory requirements 
are surveyed for the Index. 

The Index is limited in scope and does 
not account for areas such as macroeconomic 
conditions, strength of underlying institutions, 
proximity to large markets and quality of 
infrastructure. Below are some key Asia-related 
returns from the 2011 Ease of Doing Business  
Index.      
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  East Asia & Pacific  GNI per capita (US$) 2,230

Ease of doing business (rank) 121 Lower middle income  Population (m) 230.0

4 Starting a business (rank) 155 Getting credit (rank) 116 4 Trading across borders (rank) 47

Procedures (number) 9 Strength of legal rights index (0-10) 3 Documents to export (number) 5

Time (days) 47 Depth of credit information index (0-6) 4 Time to export (days) 20

Cost (% of income per capita) 22.3 Public registry coverage (% of adults) 25.2 Cost to export (US$ per container) 704

Minimum capital (% of income per capita) 53.1 Private bureau coverage (% of adults) 0.0 Documents to import (number) 6

    Time to import (days) 27

Dealing with construction permits (rank) 60 Protecting investors (rank) 44 Cost to import (US$ per container) 660

Procedures (number) 14 Extent of disclosure index (0-10) 10

Time (days) 160 Extent of director liability index (0-10) 5 Enforcing contracts (rank) 154

Cost (% of income per capita) 173.3 Ease of shareholder suits index (0-10) 3 Procedures (number) 40

  Strength of investor protection index (0-10) 6.0 Time (days) 570

Registering property (rank) 98   Cost (% of claim) 122.7

Procedures (number) 6 4 Paying taxes (rank) 130

Time (days) 22 Payments (number per year) 51 Closing a business (rank) 142

Cost (% of property value) 10.9 Time (hours per year) 266 Time (years) 5.5

  Total tax rate (% of profit) 37.3 Cost (% of estate) 18

    Recovery rate (cents on the dollar) 13.2

iNDONESiA

  East Asia & Pacific  GNI per capita (US$) 1,010

Ease of doing business (rank) 78 Lower middle income  Population (m) 87.3

4 Starting a business (rank) 100 4 Getting credit (rank) 15 Trading across borders (rank) 63

Procedures (number) 9 Strength of legal rights index (0-10) 8 Documents to export (number) 6

Time (days) 44 Depth of credit information index (0-6) 5 Time to export (days) 22

Cost (% of income per capita) 12.1 Public registry coverage (% of adults) 26.4 Cost to export (US$ per container) 555

Minimum capital (% of income per capita) 0.0 Private bureau coverage (% of adults) 0.0 Documents to import (number) 8

    Time to import (days) 21

4 Dealing with construction permits (rank) 62 Protecting investors (rank) 173 Cost to import (US$ per container) 645

Procedures (number) 13 Extent of disclosure index (0-10) 6

Time (days) 194 Extent of director liability index (0-10) 0 Enforcing contracts (rank) 31

Cost (% of income per capita) 128.4 Ease of shareholder suits index (0-10) 2 Procedures (number) 34

  Strength of investor protection index (0-10) 2.7 Time (days) 295

Registering property (rank) 43   Cost (% of claim) 28.5

Procedures (number) 4 Paying taxes (rank) 124

Time (days) 57 Payments (number per year) 32 Closing a business (rank) 124

Cost (% of property value) 0.6 Time (hours per year) 941 Time (years) 5.0

  Total tax rate (% of profit) 33.1 Cost (% of estate) 15

    Recovery rate (cents on the dollar) 18.6

ViETNAM

Strength of legal rights index (0-10)

This graph compares collateral and bankruptcy laws in the way they facilitate lending by protecting the rights of borrowers and lenders 
* An economy with the highest index is included as a benchmark
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Asus sets up in Chongqing as 
city targets a third of the world’s 
laptop production by 2012

Here at Supply Chain Asia we’ve 
been talking about the potential 
of the world’s largest municipality 

for some time. And latest figures show we 
were right to highlight Chongqing as a really 
exciting prospect.  

In the first quarter, the southwest 
Chinese city’s airport shifted $571m worth 
of cargo, up a whopping 235.9 percent 
year-on-year. Chongqing exported 599,600 
laptops in the first quarter. To help products 
clear faster, the city has opened a green 
channel for IT products giving a clearance 
time of no more than ten minutes.

And there aren’t any signs of these 
numbers slowing. Taiwan’s computer giant 
Asus has just announced a $150m factory 
to be established in the city, which briefly 
served as the Chinese capital during the 
Second World War. 

“Now we already have three of the 
world’s top computer manufacturers planted 

in Chongqing: HP, Acer and Asus. This year 
Chongqing will produce approximately 
30m laptops and we estimate the laptop 
production will reach approximately 100m 
by 2012, which is almost one third of the 
world’s laptop production,” an official from 
the Chongqing Economic and Information 
Commission told Supply Chain Asia 
magazine. 

Air cargo carriers are excited by the 
potential of the market. Yangtze River 
Express launched a new freighter service 
from Taipei to Chongqing on April 12. The 
flights will be operated twice a week on 
Tuesdays and Saturdays using B737F. 

“The route will greatly strengthen the 
IT bond between Taipei and Chongqing, the 
biggest city in southwest China. At the same 
time, the new route will have linkage effects 
with Yangtze River Express’ existing route 
‘Guangzhou-Chongqing’ and ‘Shanghai-
Chongqing-Moscow-Luxembourg’ to build 

a seamless connection between Taiwan, 
southwest China and Europe,” said a 
spokesperson from Yangtze River Express. 
TNT Airways and EVA Airways have also 
launched cargo routes out of Chongqing.

“There will be huge needs for air cargo 
in the IT industry here, now we are in 
negotiations with China Cargo Airlines, 
Korean Air, Asiana Airlines, Singapore 
Airlines, Lufthansa Cargo and AirBridge 
Cargo. We are trying to open daily freighter 
services to Europe, America and Southeast 
Asia by the end of this June to support the 
industry,” said the official. 

A special cargo train service from 
Chongqing to Xinjiang and onto Germany 
and Holland also started recently. From 
Chongqing to Duisburg, the service will 
take 16 days to cross 11,179 kilometres.  

Chongqing is becoming a fixture on the 
international cargo map.     

...supplychainknowledge.asia

Chongqing’s airport and yangtze river port:  the huge southwestern Chinese city is becoming a fixture on the international cargo map
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