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president’s Message 

The success of Supply Chain Asia over 
the past six years can be attributed to 
the sacrifices of many. Besides time and 
effort, some of us, such as our chief editor 
and commercial director, are involved on a 
full-time basis in this work of connecting  
a community.

As a community, Supply Chain Asia 
seeks to bring comfort and support to its 

people. Our mission is to help and assist 
community members in whatever ways 
we can. We want to build platforms that 
connect, share and raise the level of profile 
and knowledge in this industry. We seek 
to bring this industry forward in terms 
of adoption of innovation and attracting  
young talent.

Today, with most of our plans and 
structure in place, we set forth with a renewed 
passion to continue the development of this 
community. In order to ensure we remain 
viable and sustainable, we have launched 
our new Membership Services, with the 
aim of bringing in more Professional, 
Institutional or Corporate Members. 

The funds raised from Membership 
Services will aid the growth and expansion of 
our work. With the funds we aim to raise, we 
hope that we can expand outreach activities 

to other major cities in Asia. In 2012, we 
hope to run networking events in countries 
such as Australia, China, India, Japan, 
Malaysia, Philippines, Sri Lanka, Taiwan, 
Thailand and Vietnam.

As our ardent reader and supporter, we 
look forward to your continuous belief and 
support in our work. We hope many of you 
will become connected with the work of this 
community by joining us as Members too.
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In the unforgiving jungle, there is no place for misstep. 
Danger lurks at every bend. Only the strongest, the 
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enough? In the blink of an eye, advantage is lost.

That’s why professionals in demanding industries like automotive, high tech, 
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Dr. Torsten Mallée
IT and Supply Chain Specialist 

Mallée completed his doctorate in 
engineering and logistics at the University 
of Stuttgart and has headed up AEB in 
Asia since 2007. For Supply Chain Asia 
magazine, he shows how excellence 
in logistics execution can create the 
conditions for business intelligence to take 
continuous improvement in supply chains 
to the next level.
Strategy - p30

Olaf  Schatteman
Supply Chain Leader

Schatteman is managing director of 
Accenture’s Operations Consulting practice 
for Asia Pacific. He is a recognised supply 
chain thought leader with more than 
15 years of experience in the areas of 
operations, supply chain and procurement, 
during which he has worked with multiple 
international clients across the consumer 
goods, retail, resources, healthcare, 
aerospace, telecoms, high tech, media, 
defence and transportation sectors. Inside 
he looks at the application and key 
advantages of supply chain analytics. 
Strategy - p22

 
Shirish Nadkarni
Specialist Reporter and Writer

Based in Mumbai, Nadkarni is one of 
India’s most respected business writers. 
He has over two decades of experience 
in shipping journalism, of which 17 
years were as the Indian sub-continent 
correspondent for Lloyd’s List. This issue 
he discusses continuing challenges with 
India’s aviation infrastructure.
Air Cargo - p15

Jim McAdam
Logistics Leader

McAdam was appointed president of APL 
Logistics in April 2009 and is responsible 
for the commercial, financial and 
operational activities of the NOL Group’s 

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. For 
Supply Chain Asia magazine, he reviews 
new books on the automotive and logistics 
industries in China. 
Book Reviews - p58

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. Here he discusses how major 
car makers in Japan are shifting more 
operations overseas. 
Developments - p8

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 
experience and connections in the regional 
and global supply chain and logistics 
scene. 
President’s Message - p4

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 
international trade, logistics and supply 
chain industry. He holds a Master’s degree 
with specialisation in International Law. 
This issue he talks to Mark Shandley 
of Flextronics, about the group’s Asia 
operations, and Jim McAdam of APL 
Logistics, about how the business is 
coping with the current volatility in global 
economics. 
Dialogue - p17 + p46

logistics business globally. Prior to the 
appointment, Mr McAdam was president, 
South Asia from January to April 2009, 
having formerly held the role of president, 
Asia/Middle East from September 2006. 
He joined NOL in 1999 as vice president 
and managing director North Asia, based
in Tokyo. Here he discusses how he sees 
the business of logistics in Asia changing 
over the coming decade. 
Dialogue - p46

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. This issue he looks at 
the restart of operations at Japan’s Sendai 
port, and how Chinese shipping lines are 
bracing for tough results in 2011. 
Maritime - p12

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. This issue she 
discusses reporting lines for customs and 
trade compliance teams. 
Customs - p56

Chew Wai Yee
Specialist Reporter and Writer

A former Asia editor for International 
Freighting Weekly and Asian web content 
manager for Lloyd’s List, Chew has more 
than a decade of experience reporting on 
the supply chain and logistics industry in 
Singapore, Malaysia and other parts of the 
sub-region. 

Paul French
Asia Analyst

Founder of Access Asia, French is a 
renowned commentator on China and Asia 
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Japan car makers do more overseas

By Masanori Kikuchi

A record high yen and competition pressure 
in emerging markets is resulting in Japanese 
car makers and other corporates setting up 
more manufacturing facilities and procuring 
more from outside of Japan. 

Since the beginning of autumn, car 
makers in the country have been steadily 
expanding production. The eight largest of 
them built 670,837 vehicles in Japan in 
August, an increase of 1.6 percent over the 
same month in 2010, and a big recovery 
after a 60 percent drop in production 
in April following the earthquake and 
tsunami. 

But the expansion in production appears 
doomed to flounder as car makers suffer 
from the negative effects of a strong yen 
on exports; weaker domestic sales following 
the September expiry of government 
subsidies for eco-friendly car purchases; 
chronic electric power shortages from the 
accidents at the Fukushima 
Daiichi Nuclear Power plants; 
a relatively high corporate tax 
rate, and continuing economic 
and business volatility in 
developed markets. 

The strength of the yen 
compared with the dollar 
and euro may be the biggest 
concern among automakers 
that say a yen to dollar rate of 
about 100 is the breakeven 
line in terms of profitability 
of exports. 

A climb of one yen in 
the rate against the dollar is 
believed to cost Toyota some 
¥34bn ($440m) of its annual 
operating profit. Government 
measures to address the 
situation have so far had little 
effect. The market intervention 
conducted by the Japanese 
government and the Bank of 

Japan (BOJ) in August pushed the rate 
down for a short period only. 

Auto manufacturers are seeking 
to mitigate the impact by setting up 
more manufacturing bases overseas and 
procuring more parts from overseas, 
something that is leading to fears for the 
viability of small- and medium-sized car 
parts suppliers in Japan. 

Toyota, for instance, is preparing 
to shift manufacturing of a number of 
mainstay and strategically important parts, 
including motors and batteries used in its 
popular Prius model, to China. Part of the 
objective is to expand its sales in China 
(currently just five percent of the total 
auto market) and help secure sources of 
rare earth metals. China wants foreign 
automakers to do as much manufacturing 
in the country as possible.  

Nissan is believed to lose ¥20bn in its 

annual operating profit whenever the rate 
of the yen to the dollar rises by a single 
yen. Nissan said it plans to double from 
20 percent to 40 percent the amount of 
parts imported for production of vehicles 
in Japan. Nissan exported 610,000 of the 
1,070,000 vehicles it produced in Japan 
in FY2010 and plans to beef up production 
overseas to mitigate the negative impacts 
of the strong yen.

In order to be more cost-effective, 
Nissan is also reorganising its domestic 
factories so each will produce dedicated 
types of vehicles. The car maker recently 
spun off a factory in Kyushu Island 
in western Japan, creating a separate 
company that can utilise less costly labour 
and import less expensive parts from China, 
Taiwan and South Korea. 

Honda, which suffered most from the 
March disaster and its after-effects, will 
start production of hybrid vehicles (HVs) 
in China in two years’ time. Honda plans 
to shift production of core parts including 
motors and batteries to China and to 
procure more local content. Honda will also 
shift production of its smaller motorcycle 

The strong yen is hitting car exporters hard
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India’s logistics players go for green

By Shirish Nadkarni

Logistics companies in India are waking 
up to the global trend of offering green 
services to customers and have started 
showcasing what they can do to reduce 
carbon footprints.

Transportation and logistics is 
seen as a major global contributor to 
greenhouse gas (GHG) emissions. India’s 
environment ministry estimates logistics 
and transportation will contribute 14 
percent of the country’s total emissions 
by 2025.   

Several major logistics companies 
now offer green solutions to customers 
on a global level. Damco, the supply 
chain arm of shipping giant AP Moller-
Maersk, which has annual revenues of 
$2.7bn, helps customers assess and 
reduce carbon footprint through various 
service offerings. 

“We launched a green logistics 
product in 2007 that helped estimate 
and reduce carbon dioxide emissions from 
our customers’ logistics activities. We also 
offer our customers a ‘supply chain carbon 
dashboard’ that delivers a quarterly graphic 
representation of a customer’s logistics 
footprint at shipment, product group, 
and mode of transport levels,” said Lars 
Sorensen, CEO of Damco South Asia.

According to Sorensen, Nike Europe 
used the supply chain dashboard service to 
identify GHG volumes from air transportation 
as too high and precipitate the switch to the 
cleaner alternative, ocean transport. This 
will help Nike meet its carbon footprint 
reduction goal of 30 percent by 2020.

Real demand for green logistics services 
in India has yet to materialise, but local 
logistics companies believe it is on the way. 
“We are yet to have customers approaching 
us asking for tailor-made logistics solutions 
that would reduce their carbon footprint,” 
said Vineet Kanaujia, a general manager 
with Safexpress. “But going forward, that 
might well be the case.”

Safexpress recently ran a `Go Green’ 
branding initiative that included an ad 
campaign, direct mailers to customers, and 
messages on the boarding passes of Jet 
Airways and IndiGo aircraft. Kanaujia said 
that although the company’s customers 
currently had other priorities, going green 
was likely to play an important role in their 
supply chain management decisions in 
the future. 

Damco’s Sorensen agrees. “The 
concept of green logistics is at a nascent 
stage in India. Although logistics service 
providers are offering propositions that 

will enable clients to reduce their carbon 
footprints, the interest in and acceptability 
of these services is yet to gather full 
steam.”

Indian customers may be less keen 
to adopt greener logistics processes 
more quickly because they are under 
less regulatory pressure to go green, and 
because such services are charged at a 
premium. However, logistics players believe 
that global companies operating in India 
as well as Indian multinationals will drive 
increased demand for green services.  

“We will consciously increase the use 
of greener modes of transport such as rail 
and water transport,” said Amitabh Panda, 
group director for Tata Steel’s International 
Logistics division. 

Tata Steel has a significant European 
presence through its subsidiary Corus and 
spends $1.23bn a year on logistics. It is 
customers like this that new green logistics 
services in India are currently aimed at and 
there is also the belief that more companies 
will go for green services as they realise 
the going green and reducing costs are 
essentially two sides of the same coin.  

“Going green is after all about reducing 
excesses in the supply chain, be it through 
recycling packaging material, or reducing 
time spent on the road through network 
planning. All of these moves reduce logistics 
costs for the customer, says Kanaujia 
of Safexpress. “Cost savings as a result 
of becoming greener and more efficient 
directly impact the bottom line.”  

models overseas and procure parts for 
medium and large-sized models from 
outside of Japan. Domestic production of 
medium and large-sized motorcycles is to 
remain in Japan to help continuously foster 
competent technical staff. 

In India, Suzuki has begun to develop 
a new type of its stronghold small-sized 
car and to construct a large scale research 
and development centre with test driving 
courses at a cost of ¥20bn. Suzuki already 

earns about 30 percent of its annual 
consolidated sales revenue in India. Prior 
to this, research and development activities 
had been located only in Japan. 

In Southeast Asia, Suzuki, Mitsubishi 
and Isuzu will build new factories for small-
sized cars and trucks in Thailand in 2012, 
while Toyota plans to set up a new small-
sized car factory in Indonesia.  

Major electrical machinery and electric 
appliance companies are also shifting 

operations out of Japan to other parts of 
Asia. Panasonic is reducing its overall 
number of parts suppliers from 18,000 to 
10,000 while increasing the share of parts 
procured from overseas from 43 percent in 
FY2009 to 60 percent by FY2012. 

Sony has halved the number of suppliers 
on its books over the past two years and is 
also looking to achieve a more ‘globalised’ 
production system by using more overseas 
suppliers.  

...continued from p8
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Sendai’s port 
and airport 
running again

By Sam Chambers

Among thousands of grim 
images from the March 11 
earthquake and tsunami in 
Japan was the sight of Sendai 
port and airport being washed 
away. 

The first container shipping 
service to recall at the port 
docked at the end of September. 
Namsung Shipping called 
September 26 on its Busan – 
Sendai – Busan service. 

“This service is an important 
one for key automotive parts that 
are produced only in this part of 
Japan,” said a spokesperson 
for Namsung. “The service 
will then take parts onward 
from Busan on another of our 
services to Dalian and Qingdao 
in China.”

The port started operating 
one of its four cranes at the 
beginning of September. The 
other three gantry cranes are 
expected to be operational by 
the end of March.  

Sendai Port in Miyagino 
Ward is a major port that 
handles about 60 percent of all 
containers in the earthquake-
struck region of Tohoku. 

During the March 11 
earthquake and tsunami, the 
motorised parts of all four 
gantry cranes at the port were 
submerged in water. Since 
early June, operators have used 
mobile cranes at the port, but 
these have not been particularly 
efficient.

It is expected the port’s 
second berth, which can 

accept larger vessels, will 
be restored by late October, 
while regular container vessel 
services between Sendai and 
Los Angeles are expected to 
resume in the near future.

A number of intra-Asia 
lines are expected to resume 
services at the disaster-struck 
port before year end. 

September 11 not only 
marked a decade since the 
2001 terrorist attacks, but 
also the six-month anniversary 
since the giant earthquake 
and tsunami that killed seven 
times more people in Japan. 
Ten days prior to this grim 
anniversary, Nippon Express 
reopened its Sendai Airport 
Logistics Center, which is a 
core base for its international 
air cargo business.

The centre was severely 
damaged by the tsunami. While 
repairing it, Nippon Express 
reduced the space in the 
center used for administrative 
tasks and expanded the cargo 
handling area to 3,066sq m. 
The centre has a total floor 
space of 8,300sq m.

Nippon Express sa id 
the reopening of the Sendai 

Airport Logistics Center is in 
preparation for the resumption 
of international flights out of 
Sendai at the end of September 
and Nippon Express will use the 
centre as a base for handling 
imports and exports of auto 
parts, electronic components 
and machinery.     

Chinese lines 
braced for 
tough 2011

Shipping’s malaise is even 
bringing operators in its main 
revenue generating nation 
to their knees. As much as 
80 percent of all Chinese 
shipping players will report 
losses this year, according to 
the results accumulated in the 
first half by leading players. 
The situation is so bad that for 
the country’s top player, Cosco, 
that it is gearing up to sell 34 
percent of its shipbuilding arm, 
Cosco Shipyard, according 
to sources in Beijing. Cosco 
hopes to raise RMB1.165bn 
($183bn) from the sale. 

“It is not the only asset that 
Cosco wants to sell. It might 
sell more assets in the coming 
days of the year,” an insider 
said, “but the problem is the 
price would not be high as 
the whole shipping industry is 
worrying about overcapacity.”  
Cosco’s target in the second 
half of 2011 is to “control 
cost and fight for benefits” 
it has said recently following 
losses across its many listed 
subsidiaries. 

A  r e s h u f f l e  o f  t o p 
management has also taken 
place, with Wei Jiafu losing 
complete control of the 
firm he has been in charge 
of for more than a decade. 
Meanwhile, other major shipping 
companies, such as China 
Shipping Container Lines with 
RMB630m loss, Nanjing Tanker 
with RMB320m loss, CSC 
Phoenix with RMB299m loss, 
are all in the red in the first half. 
“The crisis is coming. The 
situation is really bad,” Zhu 
Ning, general manager of the 
CSC Group told Supply Chain 
Asia. Zhu reckoned a number 
of Chinese transportation firms 
would fold this year.     

The March 11 quake and tsunami halted cargo shipments in and out of the region
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Infrastructure 
failings dog 
India’s air 
cargo sector
By Shirish Nadkarni

A Iarge and low-cost workforce 
and consistently high levels 
of output have attracted high 
levels of investment to India for 
years but logistical questions 
are mounting. In the aviation 
sector it is now obvious to 
many that infrastructure and 
equipment capacity is not 
sufficient to handle air cargo 
exports and this is a significant 
hurdle to continuing growth.  

Air traffic congestion 
and a lack of technological 
systems are commonly cited as 
concerns in the nation’s flight 
operations. 

“[Air traffic] Congestion 
in India … is the result of 
outdated technologies and 
operational procedures not 
keeping up with rapidly 
changing aviation industry 
dynamics,” says Madhav 
Thapar, senior vice-president of 
airfreight for Africa and South 
Asia-Pacific at DHL Global 
Forwarding. “Technologies 
such as secondary radars are 
no longer adequate to support 
expanding air traffic operations. 
Then there are issues such as 
political red tape and lack of 
transparency in the business 
of air cargo throughout the 
country. Air traffic continues 
to grow amid archaic air traffic 
management systems, which 
leads to more obstruction in 
India’s airspace and airports.”

“This is why shipment 
delays are so common,” says 

Lufthansa Cargo has 
also put a big focus on 
India. One of its more recent 
initiatives is the development 
of a pharmaceutical hub at 
Hyderabad International Airport 
providing cold chain services 
to time- and temperature-
sensitive drug shipments.   

“Before we established 
the hub we made sure the 
infrastructure supporting 
the facility could hold up to 
our stringent certification 
processes,” says the airline’s 
regional director for South 
Asia, Middle East and Pakistan, 
Carsten Hernig, who is one of 
few key players in the air cargo 
sector who believes concerns 
about weak infrastructure are 
overblown.

“Immense activities are 
under way or have already 
been accomplished to improve 
India’s situation. New airports 
have been built in many cities, 
and improvement is going on in 
practically every international 
airport in the country. The 
development of infrastructure 
is on the way and will not be 
stopped.

John Cheetham, regional 
commercial manager for Asia-
Pacific at British Airways World 
Cargo. “Cargo deliveries get 
repeatedly postponed because 
of the weak Indian aviation 
infrastructure and crowded 
airspace.

Customs practices are 
also considered a problem, 
with public holidays, strikes 
and closure for other reasons 
regularly slowing down or 
stopping shipments. 

Thapar says a big part of the 
problem is the “geographical 
imbalance” in  capaci ty 
development that means 
logistics service providers 
frequently need to develop 
and control their own assets to 
deliver service. “In recent years, 
at DHL, we have procured a 
bonded warehouse in Bangalore; 
launched a free trade zone 
in Tamil Nadu, and opened 
industry-centric compliance 
centres in various other parts 
of the country. Establishing 
a presence throughout the 
nation has helped us maintain 
better control of air cargo 
shipments.” 

“What is important at this 
stage is that processes are 
developed in a direction that 
enables transportation flows to 
make maximum use of the new 
infrastructures,” says Hernig. In 
particular, much work remains 
to be done in areas such as 
transhipment, known-shipper 
concepts, electronic billing 
and cargo accounts settlement, 
he notes. 

Some believe there is an 
opportunity for the country 
to do some technological 
and process leap frogging by 
embracing practices such as 
e-freight. 

“This would help streamline 
processes and improve cost 
efficiencies as well as eliminate 
waste due to high paper 
consumption in the current 
manual transactional modes,” 
says DHL’s Thapar. 

Whe the r  s i gn i f i c an t 
advances such as e-freight 
are adopted soon remains to 
be seen. In the meantime, 
for many, India’s airfreight 
operations continue to be a 
contradiction of progress and 
resistance to change.      

india’s airport infrastructure still leaves much to be desired
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Could you give us an idea of the scale of the Flextronics 
business in Asia, in terms of volume of product manufactured, 
revenue generated, key locations in the region, and so on?   
Flextronics operates in 17 locations in China, with our largest 
campus located in Doumen, Zhuhai. The site typically operates 
with 60,000 direct labours that produce mobile handsets, printers, 
gaming consoles and other consumer electronics.  Locations in 
northern China produce infrastructure and telecommunication 
solutions for our Infrastructure Network Solutions Business 
Group.  There are eight sites in Malaysia. The largest is located 
at the Port of Tanjung Pelepas near Singapore’s western border. 
This site produces clean energy solutions. There are also sites in 
India, Japan and Taiwan. More than 60 percent of the production 
volume of Flextronics is produced in this region.  

Could you tell us something about the kind of products you are 
designing and manufacturing in the region and who are your 
key customers?  
Flextronics offers a comprehensive range of value-added design 
and engineering services tailored to our customer markets and 
needs through three primary business models - CDS, JDM and 
ODM.  We also co-develop designs with our customers in providing 
industrial packaging for consumer products including leading 
gaming devices, mobile phones, MP3 players, camera modules, 
automotive solutions and many more. Supply chain sourcing begins 
in the lab; our Advanced Procurement teams are co-located with 
the eight design centres in Asia.  Several of our design centres 
are located in China.  

What are the key services you offer in Asia and which of these 
services is growing most quickly?   
At Flextronics we create value that increases the competitiveness 
of our OEM customers. Our key service offerings are design, 
manufacturing, distribution and service. We are seeing 10-20 
percent growth in each of these areas with tremendous growth in 
all of our business groups.  The businesses where we expect to see 
the most growth are industrial, automotive and medical.

Are your customers in the region primarily large global MNCs 
or do you count home grown Asian companies among your 
customer base?   
Although Flextronics Business Group supports large global MNCs; 
we also focus on supporting emerging China-based companies in 
mobile communications and infrastructure products. The Chinese 
market is a blue ocean in terms of growth potential for us. We 
are continually looking for Asia-based customers we can design 
supply chains for.

The Flextronics effect

Mark Shandley of  Flextronics talks to 
Turloch Mooney about the nature of  the 
business of  the company in Asia, how 
and where it is growing and what the 
operational challenges are in emerging 
Asian markets
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Do you think outsourcing of manufacturing, design and other 
supply chain services is a growing trend among Asian brand 
owners? 
There is an amazing amount of design work done with Asian 
brand owners. We have design centres located in China 
(Shenzhen and Shanghai) and Taiwan that supply design 
services from complete systems to co-developed products to 
component design. We also see a high percentage of test design 
and development to support production. In terms of supply 
chain services, we provide a number of hubbing operations 
in all Asian countries that provide everything from inventory 
management to reverse logistics.

Flextronics is primarily known for design and manufacturing, 
but the company also provides logistics and supply chain 
management services such as spare parts returns and supply 
chain. 

Are these growing businesses for you in Asia?  
Flextronics Global Services is one of the fastest growing sectors 
of our supply chain services offering. With hub and operations 
footprints located around the world, Flextronics Global Services 
provides logistics, hubbing, reverse logistics and order fulfillment 
through final package configurations specific to the region. With 
significant hubbing operations in Southeast Asia and additional 
operations coming on line near Shanghai, we find significant 
opportunities in this region to service our customers.

What are the broad objectives and key markets for growth in 
Asia going forward?   
According to our CEO, Mike McNamara, we will not limit our 
objectives to Asia alone: “As a whole, Flextronics wants to continue 
driving organic growth and diversifying itself and get into as many 
different accounts as we possibly can. The key markets for growth 
(globally) include industrial, automotive and medical.”

Flextronics employs 60,000 people in Zhuhai, southern China

“Our sophisticated and complex SimFlex supply chain modelling system helps us present facts on our 
various designs and costs to the customers. We design our supply base and internal operations to be very 
adaptable to the market situation and products we produce.  We have a very effective system of  utilising, 
sharing and moving capital equipment quickly and efficiently.”
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What new and/or expanded assets/operations are being brought 
on stream to support these objectives?   
Clean Tech:  Our I GW, 1m sq ft Clean Tech facility at the Port 
of Tanjung Pelepas, Malaysia, is expanding rapidly.  Recently, we 
garnered a business win to manufacture solar panels for MEMC.  
Flextronics expects to build approximately 270 megawatts of solar 
panels annually for MEMC SunEdison in Malaysia.  This business 
win has made us the largest EMS module provider in Asia.

Medical:  Our new 90,000 sq ft medical manufacturing facility 
at Flextronics Senai, Johor, supports our operations in Singapore 
by providing PCBA and SMT services for state-of-the-art medical 
products and devices. We see this as a ‘cross-straits strategy’ and 
not Malaysia vs. Singapore. While we have set up a new medical 
manufacturing facility in Malaysia; our existing medical facility 
in Kallang, Singapore, continues to carry out systems integration, 
calibration and testing services for medical products /devices given 
the site’s expertise in this area. There are also plans in the pipeline 
to set up a medical NPI centre in Singapore.

Automotive: Our automotive business has been on a roll in 
Asia and we are currently serving customers in the automotive 
industry at Flextronics Shanghai.  We also have an automotive 
product design centre in Shanghai for localised solutions to suit the 
indigenous market requirements and provide product-reengineering 
services.  We see great opportunities in the automotive space in 
China as it has become the number one automotive market in 
the world and will continue to experience explosive growth in the 
coming years.

What would you say are the biggest operational challenges to 
the business in Asia (compared with western markets) and how 
do you cope with these challenges.   
Clearly the entire supply chain has challenges with attracting and 
retaining both direct and indirect labour force. Demographics, 
regional culture and customs all play a role in a market of volatile 
demand. Each year, many companies suffer attrition after the 

Chinese New Year holiday. Some suppliers lose up to 60 percent 
of their labour force after their annual trek to their homes in 
western provincial cities and villages.  However, at Flextronics we 
saw a 98 percent employee return rate thanks to an extremely well 
designed HR process in Asia. We have not only won numerous 
employee recruitment and retention-related awards, but also 
garnered accolades in the areas of social welfare and treatment 
of employees that work for us. Another challenge is in the area of 
logistics and road/rail infrastructure.

How do you make your operations capable of withstanding the 
volatility inherent in emerging markets?  
Our operations and supply chain teams work closely to understand 
the product life cycles of our customers, forecasts and supply 
chain design. Our sophisticated and complex SimFlex supply 
chain modelling system helps us present facts on our various 
designs and costs to the customers. We design our supply base 
and internal operations to be very adaptable to the market 
situation and products we produce.  We have a very effective 
system of utilising, sharing and moving capital equipment quickly 
and efficiently.  

We are known for our ability to ramp quickly to provide speed 
to market for our customers. We also spend a great deal of time 
understanding customer forecast volatility all the way into the 
retail space. We utilise hubbing operations and Supplier Managed 
Inventory operations that hub product close to our manufacturing 
locations. This gives the supply base a ‘finger on the pulse’, if 
you will, in terms of supply chain responsiveness and activity. We 
have also set up a Flextronics Supplier Portal, mainly for smaller 
Asia-based suppliers, so they can see component ordering activities 
and acknowledge real time product that is available to promise. 
We also utilise a world class IT toolset that provides Flextronics’ 
Supply Chain support team with powerful, accurate responses to 
rescheduling increases or decreases in volume. FLEXibility is the 
key to our success!    

“Our new 90,000 sq ft medical manufacturing facility at Flextronics Senai, Johor, supports our operations 
in Singapore by providing PCBA and SMT services for state-of-the-art medical products and devices. We 
see this as a ‘cross-straits strategy’ and not Malaysia vs. Singapore. While we have set up a new medical 
manufacturing facility in Malaysia; our existing medical facility in Kallang, Singapore, continues to carry out 
systems integration, calibration and testing services for medical products /devices given the site’s expertise in 
this area. There are also plans in the pipeline to set up a medical NPI centre in Singapore.”
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Supply Chain Analytics: 
doing more with what you know

By Olaf Schatteman

Not long ago, Accenture completed a global study focused 
on companies’ use of analytics—particularly as this 
relatively new science relates to supply chain management. 

Similar to other research efforts, we identified the most and least 
progressive companies as ‘masters’ and ‘laggards,’ respectively, 
based on the extent to which each side is leveraging analytics to 
support activities. 

What we found was pretty dramatic: All of the survey’s ‘masters’ 
are using some form of analytics to understand customers more 
fully, improve operational decision-making, control costs, and put 
more of the right product in the right place at the right time. What’s 
more, masters aren’t just using analytics to gain a ‘descriptive’ 
understanding of past events; they’re also leveraging ‘predictive 
analytics’ to look forward and answer critical questions such as 
‘what do we do now?’ and ‘what are our best alternatives?’ Both 
descriptive and predictive analytics use the same data for analysis. 
However, the differences between the two forms (which, ideally, 
work together to help companies excel) are significant: 
•	 Descriptive analytics looks backward to help companies 

determine what happened, why it happened and how it helped 
or hurt the organisation. Descriptive analytics focuses on 
historical patterns and how to apply them to strategic activities, 
such as new product introductions.

•	 Predictive analytics leverages various combinations of 
advanced math, computing algorithms, sophisticated 
statistical modeling, forecasting and optimisation to help 
forecast business outcomes and determine how supply chain 
activities relate to those predictions. Predictive analytics also 
can assist with forecasting demand at very granular levels 
of detail. Lastly, companies can use predictive analytics to 
determine in advance how to respond to disruptive events, 
e.g., by reorienting the network or shifting a product portfolio. 
In many instances, predictive analytics builds on efforts 
undertaken using descriptive analytics. However, predictive 
analytics looks forward and outward—seeking ways to improve 
future performance and reduce risk (Figure 1). 

What masters are gaining as a result of their efforts is also 
significant: Compared to survey laggards, analytics masters are 
more than four times likelier to achieve minimum accuracy levels of 
80 percent in demand forecasting and more than twice as prone to 
rate their ability to shape demand as ‘good’ or ‘excellent.’ Masters 
also are four times more likely to respond quickly to disruptions 
and twice as likely to have explicit linkages between new product 
introductions and planning processes. Small wonder that masters 
typically carry up to 50 percent less finished goods inventory than 
laggards.

 
Analytics in action
When it comes to analytics, masters are clearly on to something: 
As noted in the previous section, solid payback on their analytics 
investments is one benefit. Another upside, however, is significant 
competitive advantages, since less than 10 percent of companies 
currently use advanced (predictive) analytics to enhance their 
supply chain operations. In addition, more than half the survey 
respondents believe their organisational structures prevent data 
and analytical talent from generating enterprise-wide insights. Of 
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course, one-off analytical activities can be performed using existing 
data sources. However, sustained benefits can only be achieved 
if analytics is ‘operationalised’ into day-to-day decision-making, 
and this requires changes in the way data is collected, shared 
and analysed. 

So what are non-masters typically sacrificing? Generally 
speaking, they frequently are victims of wasted effort and sub-
optimal supply chain performance. However, Accenture researchers 
also have noted that, among companies with limited analytics 
capabilities . . . 
•	 More	time	is	spent	doing	things	that	are	unplanned,	not	part	

of the job, behind the curve, and/or of questionable value.
•	 Heavy	 lifting	 is	 needed	 to	 draw	 meaningful	 supply	 chain	

insights, because data is often incomplete, untimely, 
inaccurate or not available in useful formats and/or levels of 
detail. Poor-quality data invariably leads to sub-optimal or 
incorrect insights.

•	 People	with	appropriate	skills	and	motivation	may	be	recruited,	
but they are not placed in positions where their talents can 
be fully optimised. There may also be confusion as to how 
analytics’ two primary roles work together (the technology-
focused analyst who ‘cuts’ the data and the business-focused 
insight generator who applies the analysis to decision-
making).

•	 Training	 programs	 tend	 to	 be	 less	 effective	 because	 the	
time available for skills-building is limited and there is less 
consensus about what to teach. Moreover, analytical skills are 
gained by actually performing tasks on the job. In other words, 

ongoing guidance is essential, but often lacking at companies 
with limited analytics capabilities.

•	 Technology	 investments	 are	 harder	 to	 justify	 or	 are	 simply	
deployed in ‘vanilla’ configurations, since it is not always clear 
what to do with the advanced information those systems are 
capable of generating. Many companies fail to optimise their 
best-of-breed technology implementation due to insufficient 
training and post-deployment support.
 
Accompanied by specific case examples, here is a closer look 

at how various supply chain activities might benefit from increased 
use of advanced analytics. 

 Facilitating ‘strategic procurement’
A leading Australian telecommunications company was struggling 
to capture relevant spend data and use it to support key 
procurement processes, such as category management, supplier 
relationship management and strategic sourcing. To remedy the 
problem, the company developed a customised spend taxonomy (a 
hierarchical coding schema used to categorise historic and future 
spend) and this laid the foundation for advanced analytics efforts 
to support procurement. The organisation then superimposed the 
taxonomy over its historical spend. This helped clarify category 
definitions and reduce the time needed to develop category-
specific initiatives for strategic sourcing. The taxonomy also was 
used to clarify category structure and complexity, and to improve 
the allocation of category managers’ workloads. The initiative 
already has resulted in clearer definitions of past and current 

Figure 1: Predictive analytics includes sophisticated statistical modeling, forecasting and optimisation to predict potential business 
outcomes and how supply chain activities relate to them. 
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spend, while establishing a framework for capturing and reporting 
on future spend. The company is now poised to develop further 
taxonomy-based reporting to help predict performance of key 
vendors.

 Enhancing demand planning
Predictive analytics supports supply chain planning by increasing 
forecast accuracy, helping gauge the effectiveness of multi-echelon 
inventory approaches, and improving customer service. Consider 
the case of a global office products company looking to correct 
collaboration problems involving upstream sales & operations 
planning (S&OP). The company responded by creating analytics-
infused demand planning and S&OP capabilities to improve 
collaboration with business units. A new integrated planning 
organisation  is now up and running, supported by additional in-
house analytics savvy and statistical tools and models. 

 Optimising inventory 
Most companies’ service-level models for individual stock-keeping 
units (SKUs) provide inventory targets for their products but ignore 
interrelationships and impacts across the supply chain. However, 
a multi-echelon inventory optimisation solution—powered 
by advanced analytics—can increase inventory accuracy by 
scrutinising network-wide matrices of demand and lead times. In 
addition, when supply lead times follow random patterns month-
on-month, an analytics-based solution can simulate supply chain 
network behaviors and thus provide valuable information on 
inventory levels. 

To reduce costs, stock-outs and obsolescence rates, a global 
retailer recently launched an inventory optimisation initiative. The 
company began by installing a new inventory management system, 
but it needed advanced analytics to determine the new application’s 
operating parameters. Focusing on a representative sample of SKU/
store combinations, the company used inventory management 
principles and regression analysis to develop a simulation model and 
analyse supply/demand uncertainties, product characteristics and 
other operational and financial factors. Results were extrapolated 
across all SKU-store combinations, with optimised values fed into 
the inventory management application. Margin improvements of 
$110m are expected over the next three years.

 Rationalising store inventories and shelf space 
A US supermarket chain needed to reduce store inventories. 
However, the company had no formal mechanism for assessing 
ongoing movement of store inventory or tracking store-level closing/
opening inventories. It also was not good at calculating optimal 
shelf inventory levels, so overstocked shelves and (consequently) 
idle working capital were common. The solution was to develop 
a ‘perpetual inventory tracking model.’ This tool combines and 
analyses data from various sources and then calculates optimal 
inventory levels for each store, identifies excess shelf inventory 

and offers detailed shelf-management suggestions. Near-term 
inventory improvements of more than $7m resulted, along with 
$13m in projected annual long-term benefits.

 Raising manufacturing effectiveness
Manufacturers have an immense opportunity to improve 
manufacturing—and overall business—effectiveness by better 
interpreting information originating on the shop floor. Within the 
manufacturing realm, for example, reliability engineers could 
extend equipment life by monitoring and understanding asset 
health second by second. Manufacturing decision makers could 
make better and timelier decisions about production runs by fully 
measuring and monitoring production effectiveness. At higher 
levels, manufacturers can use predictive analytics to help decide 
what to do in response to changing scenarios. The mission is to 
turn a deluge of data into an army of information. 

An international oil and natural gas services company set out 
to reduce costs, cut lead times, increase scalability and realign 
its supply chain with growth markets. Using insights gained from 
predictive analytics, the company was able to shift supplies to 
more cost-effective manufacturing and sourcing locations; raise 
accountability for cost, delivery and supply chain performance; 
improve planning and inventory management; and reduce its 
North American supply chain footprint. Annual savings of $100m 
to $140m are expected. 

 Reducing cost to serve 
Operational flexibility is a growing priority among global companies, 
and one of the most prevalent examples is being able to rapidly 
change suppliers or alter manufacturing capacities and locations. 
To make this happen, it’s critical to have accurate, up-to-date, 
cost-to-serve information. Take the case of a large agribusiness 
concern seeking supply chain improvement opportunities. 
Advanced analytics helped the company identify the root causes 
of performance problems, gauge forecasting effectiveness, and 
do cost-to-serve comparisons. Advanced forecast-optimisation 
methods, multi-echelon inventory-optimisation techniques and 
detailed tradeoff analyses then were used to make credible 
decisions about reducing cost-to-serve. Results included a 20 
percent reduction in inventory and working capital, an average 13 
percent reduction in transportation and distribution costs, and an 
8 percent overall drop in cost of goods sold. 

 Penetrating new and existing markets
A global cosmetics business recognised that a siloed culture 
separating sales & marketing and operations was hindering 
time to market and compromising customer service. To remedy 
the situation, a company-wide study of supply chain gaps and 
opportunities was performed—using analytics to help create 
an optimal supply chain model for sales & operations planning. 
Analytics also helped the company eliminate bottlenecks and 
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segment supply chain services, thus increasing margins and 
raising the loyalty of its most desirable customers. Time-to-market 
effectiveness increased by about 15 percent, while stock-outs and 
obsolescence costs dropped dramatically. 

Analytics means more—and more useful—information 
As noted in Figure 2, advanced analytics has the potential to help 
companies improve supply chain performance in at least four 
ways: increase revenue, reduce costs and improve deployment 
of working and fixed capital. The bridge connecting all these 
opportunities is more—and more useful—information. Among 
supply chain masters, a core mission is developing enterprise-
wide predictive analytics capabilities that provide more and better 
insights, along with increased potential to make well-informed 
business decisions. 

Unfortunately, the adoption of advanced analytics has been 
slower than expected in most APAC countries. Possible reasons 
include insufficient awareness and support among senior 
management, limited sophistication of existing analytical systems, 
and a lack of in-house skills to support advanced analysis. So 
what can APAC companies do to leverage ‘more and better 
information?’ Authors of a new book, ‘Analytics at Work: Smarter 
Decisions, Better Results,’ suggest a simple model known by its 
DELTA acronym: 
•	 Get	good	Data.	According	to	the	aforementioned	survey,	88	

percent of researched companies find nothing special in their 
data. The challenge is figuring out what makes your data 
unique.

•	 Think	in	terms	of	the	complete	Enterprise.	Analytical	silos	are	
as problematic as other organisational silos.

•	 Leadership	in	analytics	is	critical.	However,	guidance	doesn’t	
have to come from the top. A strong leader with deep analytics 
skills can come from almost any part of the organisation.

•	 Understand	your	Targets.	A	good	place	to	start	is	by	assessing	
industry dynamics. Each company or industry will find 
opportunities in unique areas of the business, from yield 
management in hospitality to demand forecasting in retail.

•	 Hire,	train	and	retain	the	best	Analysts.	Organise	them	so	that	
they are close to the business—and to each other.

In a volatile and competitive business environment, companies 
must bring their products to market faster and more cost effectively 
than ever. This requires a dynamic supply chain that emphasises 
flexibility, responsiveness and adaptability. Analytic capabilities 
need to be at the heart of such a dynamic supply chain because 
they provide real-time, data-driven insights that speed decision-
making and improve business outcomes. For all the benefits 
gleaned by companies mentioned in this article, what it really 
comes down to: better, faster in pursuit of more favourable business 
outcomes.     

Olaf Schatteman is managing director of Accenture’s Operations 
Consulting practice in Asia Pacific 

1 Thomas Davenport, Jeanne Harris, Robert Morrison, “Analytics at Work: Smarter 
Decisions, Better Results,” ©2010 by Accenture

Figure 2: Ways that advanced analytics can help companies improve supply chain performance. 
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In the current market climate, businesses 
cannot differentiate themselves by being 
cost- or service-focused anymore. They 

need to be able to do both in order to level 
the playing field with their competitors. To 
this extent, businesses have implemented 
logistics and global trade management 
systems to achieve these goals by obtaining 
business intelligence. However, to gain 
a competitive advantage, organisations 
must use this technology correctly. The 
IT research and advisory firm Gartner Inc, 
predicted that 35 percent of the top 5,000 
global companies will regularly fail to make 
insightful decisions because they lack the 
right information, processes and tools. 
This statistic is quite worrying, especially 
considering that the figure must be higher 
for businesses outside the list.

As supply chains become central to 
the continued success of a company, 
each improvement in the supply chain 
can have a large impact on saving costs 
and improving efficiency. In fact, in the 
Chief Supply Chain Officer Report 2011, 

88 percent of  respondents viewed supply 
chain improvements as important or very 
important for ensuring operating cost 
reduction. Organisations need to be able to 
use their business intelligence to identify 
and overcome current challenges, properly 
plan future movements, and implement a 
continuous improvement process to stay 
ahead of the pack. It is essential that 
Business Intelligence should not be viewed 
as software or a data bank, but rather as a 
tool or guide for developing and improving 
the business.

 
Optimise the supply chain – from  
inside out
The warehouse and factory are, one 
may argue, the most pivotal parts of 

the supply chain. The first step in using 
business intelligence should be to optimise 
them and then move outwards onto the 
transportation network and larger supply 
chain dynamics. It is important that the 
analysis does not come from the top level 
only but runs throughout the organisation 
via a continuous improvement process 
(CIP). With the visibility gained, initial 
bottlenecks can easily be spotted and 
eliminated by changing the product flow 
or rearranging the process flow for picking 
and packing stations. 

Sometimes the changes made are small 
but have a large impact. For example, a 
packing station was found to be operating 
much slower than other packing stations 
in the warehouse. Upon inspection, it 

Business Intelligence 
          –    how to do it right

It is essential that business intelligence is not 
viewed as software or a data bank, but rather as 
a tool or guide for developing and improving 
the business, writes Dr Torsten Mallee
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was found that the picking station’s 
throughput was not aligned with the 
packing station’s possible capacity. By 
rearranging the product flow, packing 
times were reduced across all the stations, 
improving the productivity of the entire 
warehouse. The goal is to use the business 
intelligence to reduce lead times 
required to ship products from the 
factory or warehouse, identifying 
point of failures and bottlenecks, 
allowing the organisation to keep 
a smaller minimum inventory on 
hand, and improving cash flow in 
the process.

 
Using intelligence to optimise 
the transportation network
With a good transport management solution 
in place, organisations must use the 
business intelligence gained to strategically 
plan their transportation networks properly. 
Often, when a sales order comes in, 
organisations assign a carrier to transport 
the shipment as soon as the goods are 
picked and packed, resulting in the carrier 
often running below full capacity. 

With Business Intelligence, you can 
monitor the transport management to 
automatically detect vehicles running 
below capacity or at above average costs. 
By setting rules and criteria, the software 
is able to make smart decisions in grouping 
consignments together (e.g. same customer, 
same shipping date, same forwarder, and 
so on). For example, instead of sending 
two trucks operating at half capacity to 
two customers based in the same city, the 
software will identify the inefficiency and 
allocate both consignments to a single 
delivery truck. Over time, information such 
as cycle-times for different combinations of 
goods, routes, modes, weather conditions, 
etc. must be analysed so that management 
can ensure that at the very least frequently 
travelled routes are completely optimised 
and the transport is running at high 
capacity. 

 
Re-engineering the supply chain
The most powerful aspect of business 
intelligence is having accurate data to make 
well-informed decisions and predictions 
about your supply chain dynamics. This 

“The warehouse and factory are, one 
may argue, the most pivotal parts of  the 
supply chain. The first step in using business 
intelligence should be to optimise them and 
then move outwards onto the transportation 
network and larger supply chain dynamics. ” 

is where management is forced and 
challenged to ask the big questions – if 
I were to use larger vehicles to transport 
current volume, would I cut down on my 
overall transportation costs? If I change 
my product portfolio allocation in the 
warehouse, how will it affect productivity? 

Organisations now have the data required 
to carry out comprehensive simulations 
to answer these difficult questions. They 
will be able to justify each proposal to 
the highest management levels with well 
researched and accurate forecasts based 
on real past data. Organisations will be 
able to react quicker and better to market 
changes, shortening the time required 
to expand to new markets or bring new 
products to existing markets, a key value-
add to differentiate yourself from your 
competitors.

 
Managing stakeholder relationships 
effectively with business intelligence
Over the last few years, we have seen a clear 
shift in supply chain dynamics. From supply 
chains controlled by organisations pushing 
our products to market, organisations 
are now at the mercy of the consumer. 
When consumer demand increases, the 
organisation has to prepare and send the 
products quickly and accurately. It has very 
much become a demand-pull environment. 
This means good service to the customer 
is exceedingly important in retaining your 
cash flow sources. 

One of the issues affecting supply 
chains is a lack of visibility and information 
sharing across stakeholders – customers, 
carriers and suppliers. Customers want 
to know where their product is, how long 
it takes to assemble, etc. By making this 
information stream available to them, you 
build an element of trust, which goes a long 
way in keeping your customers.  

L ikewise ,  o rgan isa t ions  must 
use business intelligence to manage 
their suppliers and carriers properly. 
Organisations should implement a 
performance management programme, 
where the performance of carriers and 
suppliers is tracked and monitored over a 

number of factors – on-time delivery, 
cost, etc. This creates an open 
platform across stakeholders where 
information is in black and white, 
making it easy to solve disputes, 
identify problems and issues, and 
solve them swiftly and through a 
combined effort. Organisations 
must use the information generated 
to set KPIs for their suppliers and 

carriers, where good performance over time 
is rewarded as a sign of commitment to the 
continuous improvement process.

 
Conclusion
These are exciting times for the supply 
chain industry. The recession has proven 
that the old ways of running a supply 
chain need to be improved. Business 
intelligence is becoming an essential aspect 
in creating a continuous improvement 
process, giving managers at all levels 
the ability to constantly analyse different 
segments of their business and stamp 
out inefficiencies. At the same time, 
organisations must be mindful of market 
demands as sustainability requirements 
and a company’s green credentials are 
increasing in importance. 

Organisations must look towards 
integrating such reporting and monitoring 
into their supply chain and make it 
available to the supply chain stakeholders 
in order to make collaborative decisions 
on how to ‘green’ the supply chain. At the 
end of the day, having business intelligence 
can only help so much. It is up to the 
management and employees to use the 
information available to them to make 
clear, well-informed strategic decisions 
towards improving the supply chain and at 
a larger level, the business.       

Dr. Torsten Mallée is the General Manager of 
AEB (Asia Pacific) Pte Ltd, a leading provider 
of software solutions for logistics and foreign 
trade. http://www.aeb.com.sg
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War of the supply chains – 
the real retail battle

By Russel Beron

With shaky financial markets and talk of a 
second wave of the 2008 global financial 
crisis heating up, companies are scrambling 

to prepare, defend and fight for survival. Retailers are 
realizing that to survive, the real battle they need to 
win against their competitors is not about price or 
brand, but supply chain versus supply chain.

Using war in the context of supply chains is fitting 
given that logistics and supply chain management 
originated in the military and still benefits from 
innovation adopted in war time.

Napolean, who famously said, ‘An army marches 
on its stomach,’ understood the importance of supply 
chain very well and leveraged it with great effect.  
One of his great innovations was to create the first 
train regiments, entirely dedicated to the supply and 
the transport of equipment. Interestingly, supply 
chain failure was also his downfall as he mounted his 
Russian campaign relying on foraging, an insecure 
source of supply, when the Russians adopted a 
scorched earth policy.

There are numerous other examples of how wars 
have been won or lost on the strength of supply 
chains. In World War 2, Britain’s success against 
the Nazi’s tonnage war -- a military strategy aimed 
at destroying merchant navy supply ships --  helped 
the allies to stay in the war and establish a second 
front, which defeated Germany. The speed with 
which the US overwhelmed Iraq in Desert Storm 
was underpinned by US military supply chain 
capabilities.

Despite the obvious importance of supply chain 
management, the field is still undervalued. In the 
retail world, while merchandisers, marketers and 
retail channels battle it out on the frontlines, the 
supply chain troops ensure the supply of raw material 
and products arrive at the right time, at the right 
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“Multi-channel and omni-channel retailing refer to the 

growth in retail formats including online and catalogue 

formats and the need to deliver a consistent consumer 

experience across these channels.”

place and in the right quantity to satisfy consumer 
demand. The success or failure of these supply 
chains actually determines the competitiveness of 
retailers and brands as much as an army’s success 
depends on supply lines.

Today, retailers and brands are successful to the 
extent that they build innovation into their supply 
chain to address shifting global trends. Key trends 
impacting retail supply chains include:

1. Globalisation of the supply base: Retailers today 
source a growing variety of products from a wide 
range of low-cost countries and need to coordinate 
these sourcing efforts. While China is still the 
best option for sourcing large volumes of a wide 
range of products, wages and material costs are 
rising and companies have found success with 
apparel and footwear suppliers in Bangladesh, 
India, Cambodia and even more remote parts of 
China. The result is added complexity, as there 
are more suppliers to manage across time zones 
with varying competencies.

2. Channel diversification: new buzzwords such as 
multi-channel and omni-channel retailing refer 
to the growth in retail formats including online 
and catalogue formats and the need to deliver 
a consistent consumer experience across these 
channels. How to deliver that same experience in 
terms of quality and customer experience is often 
a supply chain challenge as retailers must ensure 
delivery, pricing and returns across channels.

3. Shrinking margins: Material costs are increasing 
while pressure stays to maintain lower prices, 
forcing retailers to find innovative ways to improve 
margins and profitability. For some retailers this 
has meant expanding to new and growing markets 
such as China. For most, this means finding ways 
to reduce costs and increase efficiency through 
technology, resource optimisation and better 
supply chain management.

4. More demanding consumers: Consumers are more 
informed and demanding variety, quality and lower 
costs and they have multiple choices for spend. 
According to a recent report by Gartner titled 
Key Issues for Consumer Goods Manufacturers, 
it is imperative for consumer goods companies 
to invest in consumer engagement, customer 
collaboration and innovation — or risk being at 

a competitive disadvantage. Consumers today 
have greater choice and as information is more 
widely available through social networks, they 
can be more easily influenced. 

5. Need for operational efficiency: Turbulent 
economies and pressure on resources are forcing 
retailers to squeeze efficiency wherever they can. 
This is the turf of supply chain management, 
which enables visibility into processes and 
identifies areas of process improvement. These 
areas might include design, manufacturing, 
sourcing, logistics and finance, all links in the 
supply chain.

Knowing and understanding these trends is less 
difficult than finding and adopting the right 
strategies in the retail supply chain. So what are 
best-in-class, forward thinking retailers doing to 
ensure their supply chains are ready for the new 
retail wars? 

1. Developing strategic road maps: Strategic supply 
chain planning is critical to retailer success; 
usually these plans incorporate clear metrics 
and tracking to ensure plans stay on target. 
Planning is made possible through accurate, real 
time information gathering, which allows data 
to be centrally integrated for effective decision-
making. Tools such as Critical Path Management 
(CPM) enable data to be rolled up centrally in 
real time which allows supply chain managers to 
manage by exception and adjust planning and 
resources to avoid supply chain delays.

2. Shifting to direct sourcing: Retailers who are not 
already sourcing directly are setting up buying 
offices in the regions where they source from, 
mostly Asia. According to a report by Mickey 
North Rizza and Janet Suleski at AMR Research, 
“Best-in-class organisations like Zara have 
design, manufacturing, and execution for vast 
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swaths of their products in approximately 14 
to 15 days. Compare this with an average of 
approximately 270 days for seasonal products 
at other apparel companies.”  Shifting to 
direct sourcing as opposed to using an agent or 
middleman is a strategy many companies are 
adopting to speed up their time to market and 
reduce costs.

3. Developing private label brands:  Own or private 
label development is not a new trend, but it is 
one that continues to grow in importance. For 
retailers, this usually involves getting into areas 
they weren’t usually involved in and makes 
supply chain management critical as retailers 
extend themselves into the territory of brands.  
According to a recent study by Retail Systems 
Alert Group Research (RSAG Research), adding 
private label products to the merchandise mix 
improves gross margins and drives sales because 
it enables retailers to deliver differentiated 
products that offer higher margins at competitive 
prices for consumers. Another aspect of private 
label is that creating new products puts more 
responsibility on the retailer to manage the entire 
design, development, and sourcing process more 
efficiently.

4. Adding greater variety and quality: Effective 
supply chain management enables retailers to 
deliver more product variety at similar quality 
and reduce cycle times at the same time. 
Aside from product variety, new trends such as 
multi-channel and omni-channel retailing are 
also growing in importance as retailers grow 
sales online and through catalogues and in new 
channels such as Facebook stores. Online retail 
is expected to grow at a CAGR of 10% to 2015, 
significantly higher than traditional retail. To 
ensure success, retailers need to integrate their 
service and quality offering, delivering a similar 
experience for the consumer in every channel.

5. Employing collaborative processes and technology:  
Most retail supply chains are still manually 
intensive, relying on Excel spreadsheets and 
emails to exchange information, which results 
in errors and inefficiency. Shifting to automated 
and transparent centralised processes should 
be a priority for retailers. Technology-based 
workflow and information process improvements 

According to IDC’s March 2011 Retail 
Insights report, benefits for fashion retailers 
of Product Lifecycle Management (PLM) 
adoption include: 

  Increased gross margins by 5–9 percent
  Unified sourcing processes from 
  concept to delivery life cycle
  Cutting costs by 25 percent
  Lead times reduced by several days   

 (15–20 percent reduction)
  Direct sourcing savings of over 12   

 percent
  Improved compliance
  Improved product quality and safety for  

 products and production

such as product lifecycle management (PLM) 
and critical path management (CPM) enable 
retailers to improve collaboration and visibility 
and shorten product cycle times. “Retail PLM/
MLM applications improve bottom-line and top-
line performance by enhancing supply chain 
visibility and responsiveness, eliminating the 
gaps between planning and execution,” noted 
analyst firm IDC in their Global Retail Insights 
report. 

Whether in war or in commerce, the terms 
‘logistics’ and ‘supply chain management’ are often 
used interchangeably without a clear distinction. A 
key differentiator is actually in the level of information 
gathered and the processes established to improve 
decision-making. Supply chain management 
incorporates forecasting, predictability and risk 
mitigation, which enables just-in-time inventory 
replenishment and leaner supply chains. 

The most innovative retailers align information 
gathered through their supply chain to their strategic 
business goals. If Napoleon were here today, he 
would rely on his supply chain information to foresee 
any global or domestic risk and know when and how 
to prepare resupply for his armies. Retailers today 
have the same opportunity.     

Russel Beron is based in Hong Kong where he works 
with Core Solutions, a provider of retail product 
lifecycle management, global sourcing and supplier 
collaboration software solutions

“Adding private 
label products to 
the merchandise 
mix improves 
gross margins 
and drives sales 
because it enables 
retailers to deliver 
differentiated 
products that offer 
higher margins at 
competitive prices 
for consumers. 
Another aspect 
of  private label is 
that creating new 
products puts 
more responsibility 
on the retailer 
to manage the 
entire design, 
development, and 
sourcing process 
more efficiently.”
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CoUntry foCUs - hong kong

The global garment industry is undergoing some 
big changes, not least the apparent erosion of  the 
cost competitiveness of  its primary production 
centre, Mainland China. On the surface, the 
implications for Hong Kong are not good, but 
as ever, the SAR is showing its capacity to evolve 
its role and remain one of  the world's most 
important garment hubs

A garment hub for all seasons
By Turloch Mooney

Little doubt it has been a challenging few years for the global 
garment industry. As well as contending with big drops in 
global sales, volatile commodity prices and spikes in the 

cost of key raw materials, it has had to deal with the shrinking 
of options for low-cost sourcing, in particular when it comes to 
Mainland China. 

China is believed to account for up to 70 percent of global 
garment production. However, in recent years, a confluence of 
factors including rising labour costs, smaller pools of employees, 
lower levels of productivity and the appreciation of the renminbi 
have been undermining its advantage as the dominant global low-
cost garment sourcing centre. 

Indeed, as far as some key industry players are concerned, the 
era of low cost garment sourcing in China is close to coming to an 
end. Tommy Lui, senior vice president of Li & Fung Logistics, told 
delegates at an international logistics conference in Shanghai that 
as ex-factory costs in China continue to rise steeply, Li & Fung is 
advising clients to look to inland China and other Asian markets 
such as Bangladesh and Indonesia for mid-term solutions to low-

cost sourcing; India for the longer-term, and ultimately to Africa. 
“We are actively looking at Africa as the final frontier of low-cost 
manufacturing,” said Lui. 

A Hong Kong tradition 
Li & Fung is one of the world’s most successful garment trading 
and supply chain management companies. It is a century-old 
Hong Kong-headquartered company and a core part of the 
dynamic trading establishment that created the role of Hong Kong 
and southern China as the world’s pre-eminent global garment 
production centre. 

The garment sector continues to be an important cornerstone 
of the Hong Kong economy. While latterly its role has become 
more of a supply chain management than manufacturing one, 
manufacturing of garments and fabrics in Hong Kong continues 
to be fairly sizeable. According to Hong Kong’s Trade Development 
Council, the clothing industry is the third largest manufacturing 
employer in Hong Kong, with more than 1,000 factories operating 
and employing more than 13,000 workers. Textile manufacturing, 
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CoUntry foCUs - hong kong

comprising spinning, weaving, knitting and finishing of fabrics, is 
also significant, with close to 800 textile manufacturing enterprises 
employing around five percent of the total manufacturing 
workforce. 

Probably much better known nowadays is its role as a global 
hub for the supply management and distribution of garments. 
Many of the SAR’s original clothing manufacturers, including 
the likes of Bossini, Crocodile, Esprit, Giordano and others, have 
developed garment retail distribution networks in major cities 
around the world; while garment trading houses such as Li & 
Fung and a host of less well-known SMEs have transformed to 
successful knowledge-based businesses that are among the most 
skilled globally in the procurement of fabrics, quality control and 
management of national and international rules and regulations. 
A host of international trading houses, major global retailers and 
premium designer labels such as GAP, Donna Karen, and Tommy 
Hilfiger also have major global sourcing offices in Hong Kong. 

New direction? 
The apparent erosion of the competitiveness of the Mainland’s 
garment industry has led to questions over Hong Kong’s future as 
a global garment production and supply chain hub. It is, after all, 
proximity to the Mainland’s manufacturing capabilities that has, at 
least latterly, been the driver of Hong Kong’s role in the industry. 

But many believe Hong Kong has already evolved into new 
opportunities in the garment space. “Hong Kong offers good IP 
protection to brands,” says Eric Douilhet, CEO of Bluebell Group, 
which markets and promotes a range of luxury fashion brands in 
Asia including Paul Smith, Kenzo and Jimmy Choo. 

“Consumers are confident to buy here. It retains its edge as 
a shopping hub, an attractive place to visit and a place offering 
competitive prices,” says Douilhet, who believes that as we enter 
the era of the Asian consumer, Hong Kong is an ideal base for 
premium brands in a region where brand protection is a very big 
concern. This is key element that arguably makes the city Asia’s 
premier fashion and clothing shopping hub. More than 36m visitors 
to Hong Kong spent HK$210bn in 2010, with much by tourists 
from Mainland China in fashion and clothing outlets. 

However, complacency is not an option, warns Douilhet, who 
says elements such as the city’s commercial rental structure can 
pose problems for certain brands that are unable to afford the 
high rents in the city. “Hong Kong is still a fantastic window to 
China, but we are starting to see some brands going directly to 
the Mainland, which is a concern,” who says elements such as 
the commercial rental structure can pose problems for brands that 
may not be able to afford the high rents in the city.  

Supply chain skills 
As a supply chain management hub for garments, Hong Kong has 
built up sophisticated skills that in many respects are difficult to 
replicate. “[Hong Kong] is a high quality logistics hub; it is duty 

free, proximate to China and other growing Asian markets, to which 
it is very well connected by efficient and specialised logistics and 
transport services,” says Paul Hu, a director with Kerry Logistics, 
the logistics arm of the listed Kerry Properties in Hong Kong.  

Fashion and lifestyle logistics is a key business unit of Hong 
Kong-headquartered Kerry Logistics, which serves a wide range of 
international clients. Kerry operates a 25,700sq m 'green facility' 
in Tai Po, Hong Kong, which includes the largest garment-on-
hanger facility in the territory, and from where it serves the fashion 
and lifestyle logistics needs of a leading international luxury 
fashion band and a well-known UK clothing, home products and 
food retailer.  

“Logistics services for fashion brands need to be flexible 
and customised,” says Hu. “Each brand is unique and requires 
different types of logistics solutions.”  

Kerry Logistics provides its fashion clients with a wide range of 
options for value-added services, from storing high-value products 
to labelling and pricing for local markets, to quality control, returns 
management, product repairs, steaming garments and knowledge 
of export and import documentation and processes to different 
parts of the region.  

As with many industries in Hong Kong, the future of the 
garment sector, too, lies in increasing sophistication of services on 
offer, particularly in terms of knowledge-based sourcing advantage; 
logistics service efficiency and variety; sophisticated shopping 
experiences for consumers and IP protection for brands. 

Looking further, there is also clearly much promise in the area 
of fashion design. It is little secret that Mainland shoppers look to 
Hong Kong as a style leader and, together with the other advantages 
offered by the city to the global garment sector, this bodes well 
for an already vibrant fashion design scene. With Chinese style 
influences and Chinese designers increasingly garnering attention 
on a global level, Hong Kong’s role as an incubator for Chinese 
clothing designs and distributor to global markets may be its next 
big calling.     





Goodman gets bigger 
in Asia
By Turloch Mooney

Australia’s Goodman Group 
expects development activity 
in Asia to significantly drive 
earnings growth over 2012 
and 2013 with development 
programmes in China and 
Japan leading organic growth 
opportunities. 

Goodman is close to 
completing its Interlink 
project in Hong Kong, which 
at 224,000sq m is one 
of the largest distribution 

centre projects currently being undertaken anywhere in the world. 
The project, adjacent to Hong Kong’s Kwai Chung port area, is 
expected to be complete by January of next year and is already 
90 percent leased. 

“It has been a phenomenally successful project for us in all 
aspects,” said Philip Pearce, Goodman’s managing director for 
Greater China. “We had no issues with costs, and take-up and 
rents have far exceeded expectations.” 

Goodman is the largest operator of distribution centre space 
in Hong Kong and remains bullish on the long-term prospects of 
the industrial property market in the city. 

“Right at this moment you would have to be a bit cautious, but 
long-term we are very bullish on Hong Kong for two main reasons: 
its proximity to China, both in terms of it being a major destination 
for Mainland visitors and the long-term prospects for growth on 
the Mainland itself; and because it is such a unique market on the 
supply side - Hong Kong is probably the most supply-constrained 
market in the world, which means demand for projects such as 
Interlink is very high.” 

Focus on China, Japan
Goodman will undertake new projects in Hong Kong when the 
time is right, but for now Mainland China and Japan are the main 
markets of focus for the business globally, added Pearce. The 
developer currently has over 400,000 sq m of projects underway 
in China with key developments at airports in Beijing and Pudong, 
Shanghai; Kunshan to the West of Shanghai, and Chengdu, capital 
of Sichuan province in the interior of the country. 

“We expect to get to the point where we have over 600,000sq 
m per annum of work in progress in China by FY2013. That will 
make us the number two player in the market,” said Pearce. 

Beijing, Shanghai, Chengdu and Chongqing are target cities 
for the developer. “The scarcity of land is a challenge. In China 
the land quota system means a certain amount of land gets 
allocated by the central government to be converted from farm 
to industrial use. This trickles down to the provinces and cities 
and a significant amount of the limited quantity goes to uses that 
generate higher taxes than distribution centres. The upside of 
this from the perspective of a developer is that because supply is 
limited, rents are good.” 

Going inland
A key Goodman China project in the pipeline is at Lanfang in 
Beijing, a 10sq km mixed-use Business Park with offices space, 
logistics facilities, residential and services. The project is at master 
plan stage with formal approval due next year. 

Among other China projects, the developer is undertaking a 
$42m, 130,000sq m project in the interior city of Chengdu that 
is expected to be complete by the end of next year. The project is 
the first that Goodman will complete in an inland Chinese city.

“We are working on many other opportunities in Chengdu and 
other inland cities. Manufacturing and logistics operations are 
growing in these cities and they are a focus for us,” said Pearce.  

Japan is another key market for Goodman in the region. At the 
end of September, it officially rebranded its Japanese business to 
support an acceleration of its expansion in the market where it has 
around $1.14bn of assets under management across 27 logistics 
properties in the Greater Tokyo and Osaka areas. 

Several key factors, including the need to upgrade inefficient 
logistics assets; growth of outsourced logistics, and growth in 
outsourcing of real estate needs by corporates, provide a strong 
growth platform for business in the country. Goodman took on a 
new 130,000sq m development in Osaka Bay in August that is 
set for completion by September 2013 and will acquire a number 
of new development projects in Japan over the coming 12 to 18 
months. 

In FY2011, Asia operations, excluding Australia and New 
Zealand, contributed 18 percent of the group’s EBIT and 
accounted for more than one third of the developer’s global work-
in-progress.     

Philip Pearce, Goodman’s Greater 
China managing director

hong kong foCUs
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Toy safety 
revolution

Toy manufacturers 
need to stay ahead of  
an incoming raft of  toy 
safety regulations, says 
Ishan Palit 

Over the next couple of years, a series of significant 
amendments to the European Union (EU) toy safety directive 
will take effect, sparking a quiet but considerable revolution 

in toy safety standards worldwide and placing toy manufacturers 
firmly under the microscope. The first wave of amendments took 
place in July 2011, limiting the content of harmful substances 
in toys such as polycyclic aromatic hydrocarbons (PAHs) in the 
EU’s member states. This will be followed in 2013 by a further 
tightening of restrictions on chemical safety by EU law. 

The restrictions on chemical safety that will be introduced in 
2013 are still being developed. What we do know now is that from 
this point all products destined for Europe – one of the world’s 
largest import markets for toys – that have carcinogenic, mutagenic 
and toxic-for-reproduction substances in them will have to make 
these substances completely inaccessible to children in any form, 
including by inhalation. Toy manufacturers will also be required to 
conduct a robust safety assessment of their products and provide 
comprehensive technical documentation.

These amendments – and indeed any that follow – are 
unquestionably important. As a case in point, just last year tests 
conducted on 50 randomly selected toys in Singapore found a 
staggering 23 that contained excessive amounts of phthalates 
and lead1. Phthalates pose serious health risks to reproduction, 
cognitive development, and the kidneys; and lead is toxic to human 
organs and tissues including the heart and intestines. 

Compliance, however, will be a considerable challenge for 
many toy manufacturers – more than 65 percent of which reside 
in Asia. Many, for example, will need to re-evaluate substances, 
techniques and suppliers that are deeply imbedded into their 
operations. And practically all will have to become accustomed 
to demanding risk analysis. Companies in any industry would find 
this a challenge. None more so, however, than those in the toy 
industry, which draw their lifeblood from new products, innovation 
and time-to-market. 

So with significant changes to the EU toy safety directive fast 
approaching, the fine print of the 2013 amendments yet to be 
finalised and amendments to directives in other markets expected, 
what can toy manufacturers do now to stay ahead of the game? 

Eliminating toxic toys
The first thing toy manufacturers must seek to achieve is compliance 
with the known amendments to the EU toy safety directive. The 
biggest challenges within these involve carrying out the safety 
assessments required to complete their technical documentation. 

“Tests conducted last year on 50 randomly 

selected toys in Singapore found a staggering 23 

that contained excessive amounts of  phthalates 

and lead. Phthalates pose serious health risks to 

reproduction, cognitive development, and the 

kidneys; and lead is toxic to human organs and 

tissues including the heart and intestines.”
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The spectrum of possible hazards, for example, extends from 
mechanical hazards to hygiene problems. Manufacturers will 
also be required to anticipate every possible misuse of their toys. 
Ideally, this should be achieved in collaboration with a credible 
independent third party testing, inspection and certification 
provider as these firms have extensive global networks of experts 
and laboratories that can be leveraged to save cost and reduce the 
risk of product recalls and incidents.

To ensure complete protection, however, toy manufacturers 
must also work with independent partners to manage risk 
throughout their entire supply chain. Robust random sample 
testing programmes, for example, should be implemented to ensure 
consistency in quality and safety. This should be supplemented by 
pre- and post-shipment inspections of goods, supplier audits and 
product testing at the source country. End-to-end supply chain 
assessment might sound exhaustive, but harmful substances can 
enter the supply chain at any point and prevention is much more 
effective (in terms of both time and cost) than damage control. The 
table below demonstrates how toy manufacturers can manage toy 
quality and safety from the design stage to the shop floor: 

string to secure toys in boxes can lead to strangulation. In essence, 
vigilance by all is critical.      

From our experience, customised hazard awareness training 
that is tailored to the individual company and its employees and 
takes into account the unique risk context it operates under is the 
best means of achieving this. 

The next few years will bring a sea change in toy safety 
standards across the world. In the fast-paced toy industry, this 
means time is of the essence and meaningful improvements to 
product quality and safety are imperative, not a nice to have. In my 
view, it will be the manufacturers that embrace this change and 
play to rising consumer demand for safety – rather than fight it – 
that will succeed. These firms will have the upper hand over their 
slower-footed peers in international markets (starting in Europe), 
and they will be able to reduce costly product recalls and improve 
brand awareness and recognition.      

Ishan Palit is CEO of TÜV SÜD Product Service, a global provider of 
integrated testing, inspection and certification services

Regulatory testing 
Chemical testing 
Electrical testing 
Mechanical & flammability  
testing
ISO 9001 / 18001 /  
14001 certification
Social accountability audits 
Technical and management  
training
Quality awareness training 
Quality system  
implementation

Regulatory testing 
Chemical testing 
Electrical testing 
Mechanical & flammability  
testing
Pre-shipment inspection 
ISO 9001 / 18001 /  
14001 certification
Social accountability audits 
Technical and management  
training
Quality awareness training 
Quality system  
implementation

Loading Supervision (LS) /  
Container Stuffing (CS)
Final QC (quality control) 
Post-shipment inspection 
ISO 9001 / 18001 /  
14001 certification
Technical and management  
training
Quality awareness training 
Quality system  
implementation

Post-shipment inspection 
Loading Supervision (LS) /  
Container Stuffing (CS)
TÜV SÜD certification mark 
ISO 9001 / 18001 /  
14001 certification
Technical and management  
training
Quality awareness training 
Retail training 
Quality system  
implementation

Component
Buyer

Manufacturer Distributor Retailer

The final piece of the puzzle
Testing and inspection can play an integral role in improving 
toy safety, but high levels are unlikely to be upheld without all 
employees understanding the full spectrum of hazards – from 
chemical and physical to mechanical and electrical. Design 
teams, for example, must understand that small parts can lead to 
choking and must be removed. In addition, manufacturing teams 
must recognise that sharp edges left by moulding techniques can 
cause severe cuts and packaging personnel that use overtly long 

“All products destined for Europe – one of  the 

world’s largest import markets for toys – that have 

carcinogenic, mutagenic and toxic-for-reproduction 

substances in them, will have to make these 

substances completely inaccessible to children in 

any form, including by inhalation.”
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commercially aggressive. In the face of challenging economic 
conditions in the developed markets, our customers are turning 
to us for help in managing the supply chain more efficiently, 
more effectively. Many are changing their sourcing strategies, 
like diversifying supply risks to more countries. This makes their 
supply chains even more complex than before, but it also creates 
new opportunities for APL Logistics.  

We’re receiving more requests to re-design or re-engineer their 
supply chains given customers’ changes in demand, production, 
storage and fulfillment needs. In some cases, we also get to 
facilitate a change in their buying terms – say, from FOB to 
FCA, which essentially gives the importer more control over the 
supply chain components further upstream, closer to the point of 
manufacture. We have the opportunity to provide logistics services 
at the origin, such as first mile transportation services, pre-retail 
services including vendor management, product inspection, 
inventory management, packing, kitting, labeling and scanning, 
shipment consolidation and customs declaration.  

There are also opportunities in the incremental inbound 
shipment volumes into Asia as well as in the domestic warehousing 
and distribution sector as the region is fast becoming a significant 
consuming market. In short, there are opportunities arising from 
the challenges and intelligent logistics providers who are able to 
realise these opportunities will end up winners. 

How are you dealing with the high oil price – what long-term 
impact will high oil prices have on the business of logistics? 
Rising oil prices fuel price inflation. Rising transportation and 
power costs are only a starting point. Think about it, can you 
name anything you eat or use on a daily basis that does not 

“There are opportunities in the incremental inbound shipment volumes into Asia as well as in the 
domestic warehousing and distribution sector as the region is fast becoming a significant consuming market. 
In short, there are opportunities arising from the challenges and intelligent logistics providers who are able to 
realise these opportunities will end up winners.”

The hunt for opportunity 
in difficult times

How is business? 
Since I took on this role two and a half years ago, APL Logistics 
has enjoyed consistent business growth across most markets and 
lines of business.  We’ve also continuously turned in profits over 
the past 18 quarters.  In the first half of 2011, our revenue from 
International Logistics Services was up 14 percent year-on-year 
to $249m, while our Contract Logistics revenue climbed 21 
percent to $433m. Our growth in emerging markets like Latin 
America, India, China, Southeast Asia and Middle East has been 
encouraging. At the same time, we continued to see growth in 
developed markets, especially in the US domestic intermodal 
sector. In recent months, however, we’ve seen growth in global 
markets beginning to slow and general business conditions turning 
more challenging.

How do you feel about the current challenges in the global 
economy and how is the volatility affecting the business of the 
company and your business strategy? 
The two largest developed economies are facing acute challenges 
today. No one knows for how long the economic environment will 
stay this way. I think there is a reason for us to be cautious but 

Jim McAdam, president of  APL Logistics, tells Turloch Mooney how the 
company is handling current challenges in the global economy, volatility in 
the price of  oil, and how he sees the business of  logistics in Asia changing 
over the coming decade
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“Rising oil prices fuel price inflation. Rising transportation and power costs are only a starting point. Think 
about it, can you name anything you eat or use on a daily basis that does not require transportation or power 
supply at any point before the final product gets to you?  We’re talking about overall price inflation in the 
economy. It has a dampening effect on consumption demand, and hence the economy and trade.”
require transportation or power supply at any point before the final 
product gets to you?  We’re talking about overall price inflation in 
the economy. It has a dampening effect on consumption demand, 
and hence the economy and trade. 

So, if you’re a manufacturer or a retailer, what can you do? 
Some think the solution lies in near sourcing – say, sourcing from 
or moving your plant from China to Mexico? Depending on what 
you produce and ship, the costs may or may not work in your 
favour. For most, transportation costs represent a small fraction 
of their product’s landed costs and any savings in freight can 
quickly be consumed by the high production costs as a result 
of the move.   

What APL Logistics tries to do is to work very closely with 
our customers to design or re-design their global supply chains 
to ensure optimal cost efficiencies in transportation and beyond. 
Determining the strategic locations of regional distribution 
centres, for example. At the same time, we also look at solutions 
that will help customers minimise their transportation costs 
through IT-enabled optimised shipment planning, shipment 
consolidation planning and thinking beyond the most obvious 
transport modes. 

What percentage of your revenue and growth in revenue is 
currently coming from emerging markets in Asia? 
If you look at our track record over the past eight years, the only 
years that APL Logistics has seen a single-digit or negative growth 
in its revenues from Asia were in 2008 and 2009 – when the world 
was in crisis.  Other years, the region has consistently clocked 
in double-digit growths. The region accounted for 17 percent of 
our global revenue in 2005, but that share has now increased to 
25 percent. Going forward, we expect revenue growth in Asia to 
continue to outpace that in our Americas and European regions. 
Within Asia, the biggest contributors to our growth are emerging 
economies like China, India, Vietnam and Indonesia. 

What kind of revenue growth are you expecting out of Asia 
this year? What are the key growth markets for the company 
in Asia at the moment?
We expect double-digit growths in Asia this year, barring any 
significant economic meltdown over the remaining months of 
the year. China, India, Vietnam and Indonesia are the top growth 
markets for us at the moment. 

What are your current expansion plans for the region - which 
industry sectors are you focusing on and why?
We will continue to broaden our service footprint and deepen our 
capabilities in Asia. As described earlier, we see ourselves doing 

more work for our customers in the upstream processes of their 
supply chain in Asia as their terms of sale shift. We are therefore 
investing in strengthening our capabilities at the origins. And as 
sourcing activities move into China’s interior, we will have to ensure 
we have the ability to serve them effectively there too.

Asia has traditionally been a producing region. But it is also 
increasingly buying and consuming more. For our business, 
this presents opportunities for more import activities, and more 
warehousing and distribution activities within Asia – especially in 
China, India, Vietnam and Indonesia. We focus our growth in four 
key verticals: automotive, consumer goods, retail and apparel, and 
hi-tech. Among them, we are most excited about the automotive 
sector as Asia’s middle class burgeons. 

Would you describe your business in Asia as asset-light or 
asset-heavy? Appreciate if you could provide some detail on the 
reasons behind your choice of business model for the region. 
I would describe it as ‘asset-control’. A pure 3PL mindset is 
difficult in developing markets because there is often more demand 
than supply for quality logistics assets.  To be successful in such 
markets, we need control over the assets – be it in the form of asset 
ownership, long-term lease or some other arrangement. 

The key here is in control. We have invested in securing 
warehousing, equipment and technology in emerging markets.  
Where relevant, we also invest in transport routes. Many of these 
emerging countries don’t have adequate infrastructure for state 
of-the-art domestic supply chains. As operators we can either wait 
for governments or private enterprise to move first, or we can put 
our own money in to help develop it faster.  

We are doing the latter. When India first opened up its rail 
sector to private operators, we went in to secure the licence to 
provide rail service across the country. As production in China 
heads west and north, supply chain operators like us will have 
to be prepared to invest more capital in distribution centres and 
transport assets. Companies that can manage that will do well. 
It is creating lots of opportunity and demand for us, and it is a 
rapidly growing part of our business.

What would you describe as some of your more innovative 
service offerings in Asia over the past years and how have 
these been received in the different markets? 
One of our hits has been the time-definite ocean-truck services that 
we pioneered for time-sensitive shipments from key Asian origins to 
anywhere in the US.  We offer both FCL and LCL services – known 
respectively as APL Guaranteed Continental and OceanGuaranteed. 
We offer money-back guarantees against the promised number of 
transit days on a to-door basis.  
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It’s up to 30 percent faster than the regular ocean-intermodal 
moves but yet you pay up to 75 percent less than airfreight without 
having to sacrifice shipment reliability. Carbon emission is 95 
percent lower than airfreight’s. Some competitors have attempted 
to launch a similar service.  Frankly, it’s not easy to pull this feat 
together. Asset control – over ships, terminals and trucks – is 
important here. We’ve also handpicked some of the best-possible 
partners to implement this program, partners with the commitment 
to service reliability. We’re proud to say that we have a near-100 
percent on-time record so far. Our success with OceanGuaranteed 
has prompted us to expand the program to include 11 Asian ports 
on the origin side and any door in Mexico, US and Canada at the 
destination end now.

Cross-border trucking launched between Phnom Penh, 
Cambodia and Cai Mep port in Vietnam late last year is another 
interesting offering worth discussing. Trucking from Phnom Penh to 
Cai Mep reduces transit times by as much as four days compared 
to feeder services from Sihanoukville port or barge services from 
Phnom Penh river port to Cai Mep port. Prior to this offering, 
shippers were left in the lurch when production in Phnom Penh 
ran unexpectedly late. Now, they have a service recovery solution 
from us.

We are also proud to be a pioneer of India’s private intermodal 
rail operations. Our rail operations, known as APL IndiaLinx, eases 
otherwise heavier road congestions at Nhava Sheva, Mundra 
and Pipvav by linking these ports directly to the hinterland over 
the rail. We offer 23 weekly scheduled intermodal rail services 
supporting India’s international trade through these three ports, 
effectively empowering speedy, reliable and environmental friendly 
connectivity with the major population and industrial centres in 
India’s interior. We also run a weekly domestic service between 
Loni and Kalombori. In June this year, APL IndiaLinx raised the 
bar by introducing double-stack train operation in India, between 
Mundra port and an inland container rail terminal at Kishangarh, 
near Delhi.  

Rail has traffic and environmental benefits over trucks, and 
these benefits are amplified with the double-stack trains, which 

move more container boxes out of the port area at a faster velocity 
with each train run. They further ease congestion and also free up 
the highways for trucks to move cargoes into other locations not 
served by rail or that do not have sufficient capacity or distance to 
justify rail movement. Double-stack trains also means fewer train 
trips, and hence a reduction in fuel and emission. 

On the technology side, we have also put together what we 
believe to be the industry’s most powerful shipment planning and 
optimisation platform. It recently won us the 2011 Enterprise 
Innovation award from International Data Corporation (IDC). It 
is uniquely designed to give you truly optimised door-to-door 
shipment plans that are dynamically updated for real-world 
changes in factors like schedules and costs. A global customer 
of ours told us they used to take two days and multiple rounds of 
human intervention to produce their optimal shipment plan. When 
they trialled the tool, it performed the same in under two hours, 
and in one single automated run. They saw the value in this and 
immediately signed up for it to be implemented across all their 
Asian locations.  Several other retailers have also seen the value 
in this product and we have started implementing it for them in 
major locations in Asia, the US and Europe.

What are the main ways that you see the business of logistics in 
Asia changing over the coming half decade? How are customer 
demands and logistics networks changing? 
Asia will move from a primarily producing market to one that also 
consumes. The region used to be heavily featured in the upstream 
activities of the global supply chain, but in future, it will also play 
a significant role in the downstream activities. Imports, and hence 
inbound shipments activities will rise in volume as Asia consumes. 
Domestic warehousing and distribution services will also be in 
greater demand in Asia.

The rising Asian middle class will attract more global retail 
players to set up shops within Asia. These players will compete 
alongside the homegrown retailers in Asia. These global companies 
will bring with them a better appreciation of global supply chain 
designs and systems, and more discerning demands for world-class 
3PL services. In all likelihood, they will partner their preferred 
global supply chain management providers in their target Asian 
markets. They, together with their 3PL partners, will extend 
their global supply chain successes to Asia and raise the bar for 
standards in supply chain performance here.  Local retailers and 
logistics service providers competing in the Asian countries will 
be coerced to step up and re-think their supply chain designs 
and implementation strategies. Logistics outsourcing will rise and 
efficiencies will improve.  

In a nutshell, Asia will have more sophisticated and varied 
demands for best-in-class supply chain management services, 
solutions and systems, and partnership with highly knowledgeable, 
competent and proven providers.    
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BPS Global Group 
Over the past decade, BPS Global Group has been striving to lead our customers to be 
innovative and outstanding among the competitors in the industries by applying “Best Practice 
Solutions” and latest technologies tailored to their needs and business development. Our 
Vision is to become the best consulting partner in providing professional and diverse best 
practice solutions, helping customers to establish the cornerstone for long term development. 
We are honoured to be a long term trusted partner with our clients and government bodies, and 
we have established long term client relationships with most of the top industry leaders. 

The professional services provided by us cover the Asian and global markets. Our services 
include project management and investment, supply chain consultancy, industrial logistics 
equipment, professional architectural projects, interior designs & renovation projects, and 
construction material trading. Our Mission is to promptly respond to and excel with customers, 
delivering quality, efficient and all-around business solutions for enterprises around the globe. 
In response to customers’ needs, we offer specific, practical and tailored “Best Practice 
Solutions”. Our powerful support drives customers to achieve sustainable development.

Looking ahead, we will continue to devote our best efforts to assist our clients to develop 
agile, responsive and collaborative supply chains with relentless commitment from our 
professional team. Please visit us online at:  http://bps-group.net      

Awards sponsor statement
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Lines of report

During the recent Supply Chain Asia 
forum in Singapore, one question 
was raised several times in private 
discussions as well as being asked 
to the panel on customs and trade 
compliance: what should be the 
reporting line of the customs and trade 
compliance team?
This usually depends on several factors such 
as the size of the business, the industry, the 
geographical operations and the nature 
of the business. In large corporations the 
global head of compliance is likely to report 
to the executive board or top management 
team. The position is often kept separate 
from the legal department to preserve its 
independence. Furthermore, compliance 
deals with business processes and not just 
legal matters. In smaller companies, the 
customs and trade compliance function 
can be just one individual. The function 
traditionally report to top management 
directly or finds a home under the finance 
department.

Finance, like customs and trade 
compliance, deals with other indirect 
taxes and more generally with fiscal 
compliance. There is a cultural fit with 
tax reporting, particularly if the company 
products are subject to a high rate of 
duties. Furthermore, in some countries, 
customs authorities report to the ministry of 
finance. Such a structure usually indicates 
a focus of the customs administration on 
revenue collection. So as long as there is no 
conflict of interest, the choice of the finance 

department as a home for compliance 
could align the internal reporting with 
governmental structure. The function is also 
sometimes housed in the administration 
department, but in small businesses, 
administration often reports to finance or 
top management.

The customs and trade compliance 
function is often centralised to serve the 
whole of the business. It can also be 
decentralised with a presence in various 
locations of the company, in which case the 
compliance process must be harmonised as 
much as possible.

Could it be under logistics? 
Although it is sometimes embedded into 
the logistics function, logistics is mainly 
concerned with physical movement of 
products and not necessarily all the 
support transactions such as cross- 
border transaction tax compliance.  
Furthermore, there could be a conflict 
of interest with the responsibilities of 
department. 

What kind of conflict of interest could 
there be and with which department?
A conflict of interest could arise when 
compliance requirements act as a constraint 
on the department objective. For instance, 
it can be tempting to choose an HS Code 
with a lower duty rate to mitigate the 
impact of the duty amount on sales figures 
or buying price. This underlying risk can 
be exacerbated when the business goes 

Catherine Truel answers your questions on 
customs regulation and compliance

through a period of turbulence and top 
management is pushing hard for additional 
revenue and savings. In some companies 
the person responsible for classification is 
independent to avoid any pressure from the 
hierarchy to select a more favourable code. 

What about the auditing function? 
There are several levels of enforcement  
of compliance. The compliance team  
must regularly audit not only other  
functions and other sites but also 
suppliers, agents and carriers. However,  
there is a need to check that these  
controls are in place and are carried out 
in a timely and efficient manner. In large  
companies this is the role of the audit 
committee.

It seems that customs and trade 
compliance has now entered the business 
structure even if it has not yet found its 
place. As compliance is becoming critical 
to cross border trade through the various 
customs accreditation programmes such 
as AEO or C-TPAT, the function profile is 
likely to be raised and we could see various 
departments fighting to take responsibility 
in this area.

Perhaps the most important point is  
that the person in charge of trade and  
customs compliance be high enough in the 
hierarchy to have the power to introduce 
corrective actions. The department 
responsible for compliance should also  
sit at the board to give visibility to the  
management team.       
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China keeps on rolling

While analysts like to wax lyrical 
about the power of the Internet, 
mobile communications and 

satellites up in space to improve logistics 
in China, the fact is that the humble 
wheel has been rather more important. 
Similarly, Chinese consumers have shown 
themselves as taken with four wheels, 
an engine and some seats as consumers 
anywhere who reach a level where they can 
afford to buy cars and then sit happily in 
traffic jams. 

Michael Dunne is a veteran car-
watcher in China and has followed the 
story of GM’s adventure in the Middle 
Kingdom since the early days. Long 
term China Hands will recall the almost 
unbelievable announcement back in the 
1990s when GM committed US$1bn to 
China in investment – the first time the 
magic billion number had been reached. 
It’s been a somewhat rocky road since 
then – though, it has to be said, that 
some clever accounting has made GM 
look exceptionally good in China. Still, 
there’s no getting away from the fact that 
when, at the onset of the financial crisis 
in 2009, GM tottered on the brink of 
bankruptcy, its China division achieved 
record sales and hit all time profit targets. 
As American Wheels, Chinese Roads 
points out, a starker contrast in the fortune 
of a multinational company in America 
and China would be difficult to find. 

Connected at the highest levels
The problem with GM as a case study is 
that few other companies can follow its 

American Wheels, Chinese Roads: The 
Story of General Motors in China, Michael 
Dunne 
(John Wiley, 2011)
Michael J. Dunne

Michael J. Dunne is president of Dunne & 
Company Ltd., a Hong Kong-based investment 
advisory firm specializing in Asia’s car markets.

Three weeks after earning an MBA from the 
University of Michigan in the summer of 1990, 
Michael boarded a flight to Asia. He soon 
founded Automotive Resources Asia (ARA), a 
car consultancy. ARA expanded operations in 
China and Southeast Asia over the next decade 
and, in 2006, was acquired by J.D. Power and 
Associates.

Michael’s opinions have been published in the 
Wall Street Journal, International Herald Tribune 
and Automotive News. He was also featured in 
an acclaimed National Geographic documentary 
on China’s car culture.

A native of Detroit, Michael speaks Chinese 
and Thai. He worked in Beijing and Shanghai 
during the 1990s and 2000s and currently 
divides his time between China and Jakarta, 
Indonesia where he lives with his wife, Merlien, 
and their three children.

John Wiley & Sons

Who knew that the infighting among fiefdoms within General Motors was topped only 
by the economic tug-of-war between China’s central and regional governments? Well, 
Michael Dunne knew. China and GM created mutual automotive prosperity almost 
despite themselves and here is the story, rich with hilarious anecdotes and surprising 
insights. This book is essential reading, and fun reading, for anyone interested in 
modern China or international business.

Paul Ingrassia
Pulitzer prize winning author and Deputy Managing Editor, Reuters

GM and its Chinese partner, Shanghai Auto, have made billions in profits building 
Buicks and Chevrolets. But the road to success has never been smooth. Michael 
Dunne puts readers into the scene to witness both GM’s soaring triumphs and bitter 
setbacks. This book reveals Michael’s remarkable sense for how China works and 
how business there really gets done.

Jing Ulrich
Managing Director & Chairman of Global Markets, China, J.P. Morgan

Michael Dunne—raised in Detroit, educated in Chongqing, sometime resident of 
Shanghai, Bangkok, and Jakarta—has one of the most unusual profiles in the 
automotive world. He also has a knack for being in the right place at the right time. 
As an analyst he witnessed the great Chinese car boom of the past decade, and here 
he tells the fascinating story of how General Motors, despite its troubles at home, 
gained a foothold in the People’s Republic.

Peter Hessler
Author of Country Driving and Staff Writer at the New Yorker magazine

If you have any intention of doing business in China, then this is a book that you 
must read. You don’t have to be General Motors to understand the complexities of 
their society. You don’t have to be General Motors to figure out how to do business 
and succeed in the toughest market in the world. Dunne lets you learn all that General 
Motors has learned without any of the pain and suffering and bleeding.

Keith Crain
Editor in Chief, Automotive News

How could one company—General Motors—
meet disaster on one continent and achieve 
explosive growth on another at the very same 
time?

While General Motors was hurtling towards 
bankruptcy in 2009, GM’s subsidiary in China 
was setting new sales and profit records. This 
book reveals how extraordinary people, 
remarkable decisions and surprising breaks 
made triumph in China possible for General 
Motors. It also shows just how vulnerable that 
winning track record remains.

No small part of GM’s success in China springs 
from its management of shifting business and 
political relationships. In China, the government 
makes the rules for—and competes in—the 
auto industry. GM’s business partner, the City 
of Shanghai, is both an ally and a competitor. 
How does such an unnatural relationship work 
on a day-to-day basis? Where will it go on the 
future?

General Motors also engages in constant battles 
with other global and Chinese car makers for 
the hearts of demanding Chinese consumers. 
Dunne gives us rare glimpses into the mindsets 
and behavior of this new moneyed set, the 
world’s newest class of wealthy consumers.

China is already the number one car market in 
the world. During the next ten years, China will 
export millions of cars and trucks globally, 
including to the United States. American 
Wheels, Chinese Roads gives readers fascinating 
illustrations of what to expect when Chinese 
cars, companies, and business people arrive 
on our shores.

DUNNE

A B O U T  T H E  A U T H O R

Cover art by Donald Bason
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example. Their political relationships are 
at the highest level – the future of GM is of 
concern to Beijing (in terms of investment, 
jobs, technology transfer, R&D, etc.) 
almost as much as it is to Washington DC. 
In a market like many in China, where the 
government still maintains a heavy hand 
and is not afraid to intervene and favour 
one company over another, GM has a 
strong and powerful partner in the City 
of Shanghai. 

And that counts. I remember once 
suggesting to a vice-mayor of Shanghai 
who had just returned from a fact-finding 
mission to London that perhaps Shanghai 
should introduce a congestion charge 
similar to the British capitals. He openly 
admitted that there was not a chance of 
that given GM’s factory locations around 
the city churning out combustion engine-
driven vehicles. Limits on cars were not 
something smart politicians in Shanghai 
were going to consider. And it will be 
some time before they ever do, despite 
the ever-lengthening traffic jams and 
chaotic street parking that is engulfing 
the city.

Contemporary Logistics in China (World 
Scientific Press 2011)
Nankai University’s Binglian Liu has a 
noble objective with the book he has just 
edited on Chinese logistics. Informed 
writing on China’s logistics industry has 
been fragmentary, while deep thinking 
and research on the industry, its growth 
and potential future direction, is in 
Chinese and remains untranslated into 
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English. Contemporary Logistics in China 
(World Scientific Press 2011), then is a 
collection of work from researchers within 
the Logistics Research Centre at Nankai 
University.

If there is a criticism to be made of this 
collection it is that it tends to concentrate 
on China’s role as a logistics hub getting 
manufactured products from its hinterland 
factories out to markets around the world. 
China has done a remarkable job at this, 
supported by a massive marine and airport 
construction programme. However, the 
domestic logistics industry is far less 
crowned in glory when it comes to internal 
distribution within the PRC. It is still the 
case that 18-20 percent of the cost of 

a consumer product in China is down to 
distribution and logistics – this statistic 
hasn’t changed much in a decade and 
remains extremely high by international 
standards. The efficiencies Chinese 
logistics providers and foreign companies 
operating in China have made in shipping 
overseas and exporting is not being 
matched domestically and internally. 

Why is this? Unfortunately this book 
doesn’t have much to say on the matter 
but of course while the Beijing government 
has been keen to aid the export industries 
so as to boost China Inc’s foreign earnings, 
it has retained its rather interfering and 
hands-on attitude to the domestic logistics 
industry. As with the auto industry Michael 

“I remember once suggesting to a vice-mayor of  Shanghai who had just returned from a fact-finding 

mission to London that perhaps Shanghai should introduce a congestion charge similar to the British 

capitals. He openly admitted that there was not a chance of  that given GM’s factory locations around the 

city churning out combustion engine-driven vehicles. Limits on cars were not something smart politicians 

in Shanghai were going to consider. And it will be some time before they ever do, despite the ever-

lengthening traffic jams and chaotic street parking that is engulfing the city.”

“The logistics industry still relies too much on government 

patronage and support of  companies with some, often slow and 

veritable dinosaurs, favoured over leaner and smarter beasts that 

need to be let loose.”

Dunne has covered, so too the logistics 
industry still relies too much on government 
patronage and support of companies with 
some, often slow and veritable dinosaurs, 
favoured over leaner and smarter beasts 
that need to be let loose.

Both the logistics and auto manufacturing 
industries in China has become key linchpins 
of the economy – big earners of profits 
for players in these sectors, and both 
increasingly key pillars of Beijing’s growth 
strategy for the near- and mid-term future. 
But if they are to grow, and as most of the 
authors of these pieces and books argue, 
some unshackling by Beijing is going to be 
required to let the birds fly from the cage 
and soar to new heights.     
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The rise and rise of supply 
chain professionals

Supply chain as a profession is 
certainly garnering more attention 
and profile over the last few years. 

This is not just on the education front, 
although that is definitely a major triumph 
with many institutions today offering 
supply chain and logistics as specialised 
programmes.

Recently, the Forbes 400 list highlighted 
some interesting stats on individuals who 
make their wealth from the logistics, 
transportation and supply chain sectors. 
Martha Ingram, 76, former chairman of 
Ingram Industries, has a net worth of $3bn 
and ranks at 117 on the Forbes 400 list of 
wealthiest Americans. Donald Schneider, 
the founder of Schneider National, is 
ranked 159th with a net worth of $2.5bn. 
Frederick Smith, 67, founder of FedEx, 
the second-largest US transportation 
company, ranks 263 on the Forbes 400 
with a net worth of $1.7bn. Irwin Jacobs, 
founder of Qualcomm, which revolutionised 
trucking technology before turning to cell 
phones, ranks 372nd with a net worth of 
$1.15bn.

And even more recently, initially with 
the announcement of Steve Jobs’ retirement 
from the role of CEO of Apple Computer 
(and sadly his subsequent death), we have 
a supply chain professional heading the 
second most valuable company in terms of 
market capitalisation today. Mr Tim Cook 
was recruited by Jobs in 1998 and rose 
to become a trusted lieutenant within his 
inner circle. But it is Cook’s background 
in materials management, fulfillment and 
supply chain that fits into the final puzzle 
of what Jobs needed in conquering the 

world with his creation in a globalised and 
profitable way.

When Cook first joined Apple in 1998, 
it was still running its own factories in 
California, Ireland and Singapore. While 
more profitable and efficient companies 
like Dell had moved to a just-in-time 
manufacturing model, Apple still held 
90 days of inventory. Cook closed Apple’s 
factories and outsourced all manufacturing 
to a network of suppliers in Asia. Inventories 
decreased to 60 days, then to 30 days, 
then to the just-in-time model. Cook’s 
supply chain strategies have revolved 
around reducing inventory levels to increase 
margins. He’s been able to do this by 
pulling Apple out of the manufacturing 
business and choosing to invest its capital 
in manufacturing partners, who in turn give 
Apple exclusive deals for the best electronic 
components. 

Many analysts credit Cook’s efforts on 
the production end as the key difference in 
turning Apple’s fortunes around, although 
we should not take this as saying that Jobs’ 
vision of what consumers want is still the 
driving factor of Apple Computers.

With such success stories becoming 
MBA case studies, you can bet that more 
and more companies will start to review 
their supply chain strategies and tactics as 
another path to success. In fact, there is 
already heavy emphasis by many companies 
to view their supply chain capabilities as 
a key differentiator in the marketplace. In 
fact, increasingly, companies are looking 
for potential candidates with supply chain 
knowledge to fill the role of CEO.

In May this year, Hershey promoted 

supply chain chief, John Bilbrey, to interim 
CEO. According to the company’s press 
release, “Bilbrey played a key role in 
the company’s turnaround as well as in 
the creation and implementation of the 
company’s confectionery demand landscape 
and establishment of Hershey’s presence in 
markets around the world.” 

A few months into his job, Bilbrey formed 
a collaborative partnership with Italian food 
company, The Ferrero Group to partner on 
a joint warehousing, transportation and 
distribution initiative in North America. The 
alliance is an effort for the companies to 
continue “improving supply chain efficiency 
and competitiveness, with those goals 
starting to be realised by next year”.

Indeed, supply chain and logistics 
management is increasingly being 
aligned with business strategy in order 
for companies to remain competitive and 
profitable. Given the complexities in supply 
chain relationships, as well as the difficulty 
of streamlining the supply chain in a global 
economy, a larger focus on supply chain 
management is becoming a necessity. 

With the rise in profile and attention, 
companies are also realising the significance 
of having a senior executive, even a CEO, 
who is able to understand and respond to 
necessary changes within the company’s 
supply chain in order to remain not only 
competitive but profitable. 

All this certainly makes it exciting 
for those who are keen to embark on a 
career in this field or who have spent  
many years honing their knowledge and  
skills, waiting for the next opportunity to 
shine.       
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Progress in Vietnam’s 
air freight scene

Vietnam is finally getting its aviation 
act together. A long held gripe with 
the former French colony being 

touted as a ‘next China’ in terms of 
manufacturing capabilities has been its 
export arteries – the poor quality of its 
ports and airports. The issues with the 
former look to have been resolved over the 
past two years with a rash of new container 
terminals dotting the coastline.  Now Hanoi 
has resolved to fix the airport problems. 

Some $10bn of public and private 
funds is to go to the construction of 
Long Thanh International Airport in the 
southern province of Dong Nai. Located 
43km from Ho Chi Minh City, the airport’s 
first phase is scheduled for completion in 
2020. By that date the facility should be 
able to handle 1.2m tonnes of cargo and 
25m passengers par annum. Come 2030, 
the aim is to move 5m tonnes of cargo 
through the facility. 

The new airport will relieve the pressure 
on Ho Chi Minh City’s increasingly congested 

Tan Son Nhat Airport. The government had 
originally planned to simply expand the old 
airport, but its location within the confines 
of Vietnam’s busiest city made this hard to 
realise. Ultimately, Tan Son Nhat will serve 
just domestic cargo and passengers once 
Long Thanh is up and running. Vietnam’s 
transport minister, Dinh La Thang, said he 
expected Long Thanh to ultimately compete 
with the likes of Singapore and Bangkok as 
a leading Southeast Asian hub. 

Meanwhile, up north, a new logistics 
centre situated between Hanoi and the 
port city of Haiphong will begin operating 
in November. This will offer direct ocean 
access to international markets. The facility 
will have direct road access to Hanoi’s Noi 
Bai International Airport and is close to 
Hai Duong Inland Container Depot so will 
be ideally situated for both air and sea 
freight handling.

Most recently, the Civil Aviation 
Administration of Vietnam (CAAV) said on 
September 22 that the country has agreed 

to liberalise cargo and passenger services 
markets with many members of ASEAN, 
including Singapore, Malaysia, Thailand, 
Laos and Cambodia. 

“Vietnam is now in the process of 
considering unlimited flights from Vietnam 
to destinations in other ASEAN nations 
after the country agreed cargo liberalisation 
within the region as part of a regional 
open sky agreement,” said Vo Huy Cuong, 
director of the Air Transport Department 
at the CAAV. “We are ready for the ASEAN 
open sky market and Vietnam is preparing 
for necessary steps and following a roadmap 
to enter such a regional market by 2015 as 
scheduled,” he added. 

Vietnam’s average annual growth of air 
cargo volumes has been 12 percent for the 
past five years making it a hot spot in the 
region. In the first eight months of this year, 
air cargo volumes reached 300,000 tons.

With the above developments going 
according to plan, all Vietnam will need is to 
nail down a proper freighter presence. Most 
cargoes continue to be moved by planes 
owned by foreign airlines. The two most 
recent cargo airlines to gain permission to 
call in Vietnam are Saudi Arabian Cargo 
Airlines and Jade Cargo.    

...supplychainknowledge.asia



INTRACTABLE SUPPLY CHAIN PROBLEMS?
ANYWHERE IN THE WORLD?

CONTACT US
www.globalscgroup.com.au 

info@globalscgroup.com 

WE WILL NOT CHARGE YOU ANYTHING
UNLESS WE DELIVER THREE TIMES THE
VALUE OF WHAT YOU PAY US.

TYPICALLY WE DELIVER 3-25 TIMES
THE VALUE OF WHAT WE CHARGE
(AVERAGE VALUE 10 TIMES).

Service
Guarantee

AUSTRALIA (SYDNEY)
GLOBAL SUPPLY CHAIN GROUP
Level 3, 80 Arthur Street (PO Box 636)
North Sydney, NSW 2060
Tel: +61 2 8920 0694
Fax: +61 2 8920 0689
Email: info-australia@globalscgroup.com

GERMANY (MUNICH)
GLOBAL SUPPLY CHAIN GROUP

Sudetenstrasse 14a
D-82031 Guenwald

Tel: +49 89 641 50 40
Fax: +49 86 641 50 55

Email: info-germany@globalscgroup.com






