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All about the 
principles
原则至上

At the end of August, the Supply Chain Asia 
advisory board and executive committee 
got together on the sidelines of our annual 
forum in Singapore to review the activities 
of the community over the past year and 
discuss key objectives going forward. 

As a partner focused on the publications 
side of the community, I was pleased with the 
opportunity to review many of the initiatives 
we undertook over the past year. 

We took the recession as an opportunity 
to further enhance the quality of our products 
and consolidate our reputation as the leading 
supply chain and logistics publication and 
industry awards in Asia. 

Among other things, this involved 
expanding our distribution network to 
reach several of the highest level supply 

chain professionals within each large 
organisation on the understanding that 
important decisions affecting supply chain 
and logistics operations are more often 
than not taken collectively with feedback 
from the ground. In addition, Supply Chain 
Asia magazine is now distributed to leading 
universities and MBA courses around the 
world with a focus on supply chain and 
logistics. 

As the public becomes more aware 
of supply chain processes behind the 
goods and services they purchase, general 
media is showing increasing interest in the 
subject. This is a trend that seems to have 
strengthened during and in the wake of the 
recession. I am taking it as a very positive 
sign for both the industry and ourselves that 
high profile media such as the Asian Wall 
Street Journal, the China Economic Review, 
the Shanghai Daily and CNN have been 
coming to us for knowledge and comment 
on the industry. 

Going forward, with a growing 
network of specialist writers and industry 
practitioners reaching into all parts of 
Asia, our focus will be on refining and 
continuously improving the quality of our 
content, distribution and awards selection 
processes. We look forward to expanding 
our role in supporting the development of 
supply chains and logistics in Asia with 
the best technical and thought-leadership 
content available. This we will do based on 
core pinciples of integrity, accuracy and 
independence, and our core objectives to 
support Asia’s emergence and promote the 
key role and growth of sustainable supply 
chains and logistics in that process. 
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A new beginning
The Supply Chain Asia forum 2010 brought together 
more than 500 delegates from more than 32 countries. 
The event was held at the Grand Copthorne Waterfront 
Hotel in Singapore from August, 24-27, 2010. 

Not everyone can appreciate the structure of 
Supply Chain Asia events – whereby informality 
rules the day and casual networking is the norm. The 
new model of networking and open sharing does not 
augur well for those who are not ready to network 
and share openly. Indeed, the community structure 
benefits only those keen to participate and engage 

rather than those who are only prepared to take.
Since our founding on September 1, 2005, 

Supply Chain Asia has always maintained an 
informal proposition without proper structure to 
engage the community other than through our 
weekly newsletter, bi-monthly magazine, portal and 
events such as the annual forum. However, this will 
change as the community moves a step up and 
further enhances its operating structure to better 
engage the industry.

In the next 12-18 months, you will see a 
transformation in Supply Chain Asia in the following 
areas:
- Innovation Centre. This will be launched by early 

next year with a full operating structure in place 
by the third quarter of 2011. The centre will 
cater to the training needs of fresh graduates, 
new employees and executives seeking to 
upgrade their skills and knowledge. 

- SCA Thought Leaders. We will be forming a 
Board of Supply Chain Thought Leaders within 
the Innovation structure and will be conducting 
a Supply Chain Asia thought leadership series 
of talks and dialogues throughout Asia from the 
fourth quarter of this year. 

- SCA Wiki. Created along the lines of Wikipedia, we 
want to provide a platform for the accumulation 
of information relating to companies and 

professionals working in this industry. The content 
will help to alleviate the lack of information on 
the industry and raise the profile of individuals 
and professionals in our field. 

By adding structure to our current form, we are 
hopeful we can do more for the community. Yet, 
we remain mindful that even as we push forward 
to make this community more connected, we are 
humbled by the task ahead of us due to the massive 
size of this community and its underlying needs. 

At the same time, we remain cautious that not 
everyone will appreciate the efforts we are putting 
in and this lack of support may slow our work in 
moving forward.

Whatever the outcome, we know one thing 
for sure – the need to connect, communicate and 
collaborate remains critical for every individual’s own 
personal development and success. We hope that the 
small work we do can contribute to this success.
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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. For Supply 
Chain Asia magazine, he looks in detail 
at expansion projects at India’s container 
ports. 
India – p46

Paul French
Asia Analyst and Author

Founder of Access Asia, French is a 
renowned commentator on China and 
Asia who has been published in the 
Financial Times, the LA Times, the Wall 
Street Journal and Newsweek, and has 
authored several high profile books. Inside 
he reviews new books on Asia by Simon 
Tay, Stephen Roach, Chris Torrens and 
Ian Bremmer. 
Reviews – p58

Masanori Kikuchi
Specialist reporter and Writer

A Tokyo-based journalist who contributes 
to several major Japanese newspapers and 
magazines, Kikuchi’s recent books include 
The Secrets Behind the Rapid Growth 
of Aeon and A History of the Japanese 
Warring State Period. Here he looks at 
developments in the Japanese express 
parcel sector and explains how domestic 
automotive manufacturers are bracing for 
a fall in sales. 
Developments – p12 + p13

Vivek Sood
Supply Chain Leader

A merchant marine master, Sood was with 
Booz Allen Hamilton before setting up the 
Global Supply Chain Group. His latest book, 
Green Supply Chains: An Action Manifesto, 

has won praise as a comprehensive and 
original examination of the issues related 
to creating more sustainable supply chains. 
For Supply Chain Asia magazine, he 
advises on how companies can green their 
logistics processes. 
Strategy – p28

Catherine Truel
International Trade Analyst

Truel is Founder of Intl Trade Instrument, 
Europe correspondent of Supply Chain 
Asia magazine and author of A Short 
Guide to Customs Risk. Inside she explains 
the lingering debate over the Rotterdam 
Rules and looks at developments in port 
community systems. 
Maritime – p14 + p16

Sam Chambers
Specialist Reporter and Writer

Based in Dalian, China, Chambers is a 
former east Asia editor of Lloyd’s List and 
co-author of the forthcoming book, Oil on 
Water. He is Supply Chain Asia magazine’s 
China correspondent. Inside he looks at 
China’s rapidly expanding private courier 
company, SF Express.
Air Cargo – p20

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 
that he founded as well as deepending 
existing aspects. Based in Singapore, he 
has extensive experience and connections 
in the regional global supply chain and 
logistics scene. 
President’s Message – p4

TC Malhotra
Specialist Reporter

Malhotra is a New Delhi-based professional 
journalist with close to three decades of 

experience covering the oil and gas, supply 
chain, transport and logistics sectors. He is 
Supply Chain Asia magazine’s New Dehli 
correspondent. Inside he looks at key 
developments in India’s air cargo sector 
including cargo plans at the flag carrier 
Air India. 
Air Cargo – p20 + India - p48

Kutbuddin Ujjainwala
Investment Banker

Ujjainwala is a Mumbai-based investment 
banker focused on funding the expansion 
of India’s domestic logistics companies. 
He is a respected commentator on supply 
chain and logistics in India and has a deep 
understanding of the structure and strategy 
of homegrown logistics players. For Supply 
Chain Asia magazine, he undertakes a 
survey on the current priorities of the top 
20 Indian logistics companies. 
India – p42

Owen Cleaver
Researcher and Writer

Cleaver has studied and worked in both 
Asia and the US and is currently based 
in Boston. He is an honours graduate of 
Northeastern University’s competitive five-
year International Business and Supply 
Chain Management programme and currently 
works as a freelance researcher and writer 
for Supply Chain Asia magazine. 
World Developments – p8

Turloch Mooney
Supply Chain and Logistics Editor 

Based in Shanghai, Mooney has worked in 
the international trade, logistics and supply 
chain industry for more than a decade and 
a half. He holds a Master’s degree with 
specialisation in International Law and 
International Trade. Inside he looks at 
the development of a national standards 
system for cold chain logistics in China. 
He also talks to the CEO of France’s Geodis 
Group about its 4PL ambitions. 
Developments – p12 + p13 + Strategy – p22





AFRICA

GLOBAL

DEVELOPMENTS

The Brazilian government released 
statistics showing exports from China 
into Brazil grew 57.7 percent year-on-
year during the first half of 2010, to a 
value of $10.76bn. During the same 
period, exports from Brazil into China 
also grew 17.9 percent to $13.47bn. 
China is Brazil’s number one export 
destination, and its second highest 
import source. 

BRAZIL

Nissan and Toyota are investing a 
combined $1.2bn to boost production 
in Latin America. Toyota is investing 
$600m in a new plant in Sao Paulo, 
Brazil, while Nissan is investing a 
similar amount in expanding facilities 
in Mexico. According to reports, 
vehicle exports from Mexico doubled 
year-on-year to June.

CENTRAL 
AMERICA

Boeing re leased an 
u p d a t e d  2 0 - y e a r 
market outlook in July, 
forecasting a net doubling 
of the world’s airline fleet 
by 2029 to 36,000 
planes. The forecast said 
there would be demand 
for 30,900 new planes 
during the period, worth 
a total of $3.6trn. The 
aviation giant attributed 
the growing Asia Pacific 
market as the chief driver 
of demand, with traffic 
to and from the region 
predicted to contribute 
up to 43 percent of all 
global air traffic by 2029, 
up from 33 percent 
currently.

NORTH 
AMERICA

rebounding world economy and lack of capacity. Shippers 
are reporting that rates are two to three times higher than 
last year, the highest level in five years. Due to limited 
space, many shippers are seeing delays in deliveries, causing 
problems for supply chains and sales. Container lines have 
been reluctant to reintroduce ships back into service too 
quickly for fear of creating too much supply.

experienced ‘significant supply chain disruption’ during 
the second quarter. This has been attributed to component 
shortages due to suppliers’ inability to ramp up production 
quickly enough to meet the rising demand of the rebounding 
global economy. The disruption affected industries across 
the board, from consumer electronics to automakers.

after a leadership position in a range 
of consumer electronics and white 
goods categories in Africa, including 
mobile phones, washing machines and 
air conditioners. The company said it 
was enhancing in-country marketing, 
strengthening distributor infrastructure 
and tightening and improving supply 
chain management with a view to 
securing an increasing market share 
on the continent.

to invest further in the African region. 
The company said it was especially 
interested in growth opportunities in 
the expanding energy and minerals 
industries in Africa and had an eye 
towards the growing importance of the 
‘triangle of trade’ between Asia, Africa, 

Supply Chain Asia September/October 20108



CHINA

INDIA

AUSTRALIA

THE MIDDLE EAST

DEVELOPMENTS

China in terms of oil consumption, China consumes 

is expected to add an additional 1,000 gigawatts 
of power to its grid in the next 15 years, or the 
equivalent of the total current power generation of 

JAPAN

HONG KONG

SINGAPORE

Kuwait Ministry of Public 
Works signed a $1.2bn 
deal to build the first 
phase of a container 
port in Boubyan island 
in northeast Kuwait near 
the Iraqi border. The port 
will have 60 berths and a 
capacity to handle 2.5m 
teu annually. It will be 
linked by rail to the Iraqi 

al Qasr, which will be 
a prime destination for 
incoming goods.

Toyota continued to lower production in 
Japan while expanding manufacturing 
operations in China, Brazil, and the 

economic downturn, is continuing 
towards an end goal to reduce domestic 
production by 30 percent. Toyota cited 
increasing costs in Japan due to the 
rising strength of the Yen, which cost 
it $3.9bn in the last fiscal year.

The government said it would develop 
a national food plan to integrate all 
aspects of food policy by looking at the 
entire food chain and opportunities and 

though we export 60 percent of what 
we grow, we need to ensure that our 
country’s food security is protected in 
the years to come,” Agriculture minister 
Tony Burke said in a statement. 

Wal-Mart said it may open ‘hundreds of stores’ in India if 
the government decides to liberalise the organised retail 

currently restricted to operating wholesale outlets. “The 
larger issue in our country is supply chain,” Raj Jain, 
managing director and chief executive of the Bharti 
Walmart venture, told Reuters. “The supplier base 
including the farmers, the local suppliers, even the big 
companies are not ready to supply to the large format 
of organised retail in an efficient way.”

believed to be selling off its Southeast 
Asia operations in Thailand, Malaysia 
and Singapore in a bid to focus 
attention on India and China. The 
sale would mean offloading 62 stores 
in the three markets, and could fetch 
an estimated $1bn for the grocer. 
Possible interested buyers include 
Tesco and Casino.

validation in security for its Asia Road 
Network (ARN) in Malaysia, Thailand, 
and Singapore by the Transported 
Asset Protection Association (TAPA). 
TAPA measures security protocol, 
technology integration and security 
personnel training in its evaluation. 
TNT recently announced an additional 
$10m investment in the network, 
which serves 127 cities in Southeast 
Asia and China.

SOUTHEAST ASIA 

Neptune Orient Lines (NOL) ordered 
ten new 8,400teu and two 10,700teu 
container ships, worth $1.2bn to be 
delivered in 2013 and 2014. The 
world’s fourth largest container 
liner saw a 29 percent year-on-year 
increase in lifting volume in June, 
and a 32 percent increase in average 
revenue per shipment. 

company Integrated Distribution 

at $902m. The blue-chip trading 
company, which sources products for 
clients such as Wal-Mart Stores and 

would raise its exposure to Asia. Li & 

its presence in Japan. 
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DEVELOPMENTS

By Masanori Kikuchi

have consolidated their positions as 
the two dominant players in Japan’s 
domestic express parcel market following 
an operations nightmare at Japan Post 
(JP). 

JP, the country’s third biggest express 
player, is still reeling from an early July 
meltdown in service that was ironically 
the result of a strategy to build market 
share. The fiasco has seen the country’s 
fourth largest service by sales volume – the 
‘Pelican’ express service started by Nippon 

out of the market entirely. 
JP’s ‘Yu-Pack’ express service suffered 

a mass operational failure for close to a 
week in early July that delayed delivery 
of more than 340,000 parcels for up 

to two days. The disruption happened 
during an attempt to integrate the Yu-Pack 
service with the Pelican express service of 
Nittsu. JP’s express throughput dropped 
sharply during and after the incident as 
shippers switched to other express service 
providers. 

The attempt to integrate the Pelican 
service into JP’s express service was a 
competitive strategy aimed at increasing 
market share in the sector for both JP and 
Nittsu. 

According to statistics from the 
Ministry of Land, Infrastructure, Transport 

market share by throughput of major 
domestic express services was: Takkyubin 

by Sagawa, 36.2 percent; Yu-Pack by JP, 
8.5 percent, and Pelican by Nittsu, 6.2 
percent. 

Since the failed service integration in 
July, Nittsu has withdrawn from the express 
business apart from offering minor services 
such as super-fast express.

JP submitted a report on the July 
service failure to the Ministry of Internal 
Affairs and Communications (MIC) and 
said seven board members of JP and 

take responsibility and voluntarily return 
part of their remuneration. MIC plans to 
officially order JP to improve its express 
operations. 

Yu-Pack dates back to the small 
parcel services launched by the central 
government more than 100 years ago. It has 
lost market share since the deregulation 
of the express sector in the mid-1970s. 
Analysts and industry commentators 
believe despite the start of privatisation 
of the postal service in the late 1990s, JP 
remains too dependant on government and 
under-focused on customer service and 
may therefore continue to lose ground to 
Yamato and Sagawa in the express parcel 
delivery segment.     

By Turloch Mooney

its newly strengthened China position, 
after buying out ST-Anda, the joint 
venture it held with China Merchants 

ST-Anda was set up in Shenzhen in 
1996. Discussions to buy out the 51 
percent stake held by China Merchants 
began at the end of 2007. The acquisition 
was completed earlier this year. 

“We are finding more and more 
customers within China asking us to 
link them to other markets so it is 
appropriate to rebrand into the broader 

journalists at a press conference in 
Shanghai. 

Toll now fully owns and operates 
a network of eight primary regional 
distribution centres; 23 satellite facilities 
and 1,200 trucks in China and Toll-
branded linehaul trucks will become a 
common site on Chinese highways, said 

regional headquarters in Shanghai.
“Our customers in China will have 

access to a comprehensive range of 
logistics services in the domestic market. 

They will also be able to make use of our 
import/export capability for the whole 

Toll would continue to expand in 
China and  further acquisitions are on 
the cards, he added: “It is part of our 
strategy to acquire businesses where it 
gives value-add for customers. We believe 
there is additional capability that we need 
in both emerging tier two and tier three 
cities and in the existing network. There 
will be more investment.” 

Toll’s global customer list includes 

Cola. Its China customers include Blue 

The group was founded in Australia in 
1888 as a coal haulage business. It now 
generates annual revenues of more than 
A$6.5bn ($5.87bn) and employs around 
40,000 staff in 55 countries.     
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By Masanori Kikuchi

Toyota’s end of July announcement that it 
would recall a further 433,000 vehicles 

brought to nine million the estimated 
number of recalls by the world’s largest 
automaker since November of last year. 

The latest problem relates to the 
steering system of the Avalon model, a 
high-end sedan, as well as issues with 

Both problems could cause steering wheels 
to suddenly go out of control. 

Toyota sold 3.69m vehicles worldwide 
in the first half of 2010, up 18 percent 
from the same period last year and the first 
year-on-year sales growth since the first half 

By Turloch Mooney

to prove not only that the 4PL concept is 
alive and well, but is capable of generating 

4PL-type business to contribute 2.4bn 
($3bn) to group revenues – a figure close 
to half of current revenues – within three 
to five years. 

“I am convinced that global customers 
want global solutions. We have the capacity 
to offer end-to-end solutions on a worldwide 
level. We are doing it and it is working,” 

Supply Chain Asia magazine. 

of 2008. At that time, the company hit a 
sales record of 4.29m vehicles. 

In Japan, Toyota sold 30.7 percent 
more vehicles in the first half of this year 

numbers, the general consensus is that 
the recall issue hasn’t affected either 
overseas or domestic sales as much as 
expected. 

Japan’s eight largest automakers sold 
a combined 2.54m vehicles domestically 
and 11.03m overseas in the first half of the 
year, up 21.8 percent and 47.1 percent, 
respectively. Domestic market sales were 
driven by government stimulus comprising 
tax reduction and better replacement 
subsidies for eco-friendly cars introduced 
in April of 2009. 

Although business leaders and 

flow management platform, in March of 
last year. The company is now the sole lead 
logistics provider for IBM and manages 
worldwide server and spare parts logistics; 
flow management of hardware and software 
products, and reverse logistics. The group’s 
4PL unit, which is based on the IBM flow 
management platform, brought in 1.2bn 
in revenue in 2009. The plan is to expand 
4PL business to the point where it is 
contributing double that amount to group 
revenues within three to five years. 

“These are custom-designed global 
solutions that are netural when it comes to 
supplier selection,” said Demeunelaere. 

to group revenues in 2009. The Amsterdam-

headquartered freight forwarding arm 
brought in 1.8bn. Contract logistics 
brought in 1.6bn while the remainder 
of the group’s 5bn revenue last year was 
contributed by the express and groupage 
and road transport divisions. 

for 70 percent of the group’s business in 
Asia, and 80 percent in China, according 
to Mathieu Renard Biron, regional vice 

The company is looking to expand 
business in the China domestic market and 
is actively looking for a local acquisition 
target. “We are looking at a potential 
acquisition in China. This would be a 
freight forwarder and would likely happen 
within the coming 12 months,” said Biron. 
“We believe asset ownership is key for 
quality. At group level, we are 50 percent 
asset-light, but in Asia we are 90 percent 
asset-light.”     

lawmakers have called for an extension of 
the subsidy scheme, government said the 
scheme would be terminated as planned 
in September. 

With a declining birth rate and ageing 
population, analysts expect domestic 
market car sales to drop sharply after the 
subsidy scheme is terminated. Japanese 
automakers are also increasingly concerned 
over rising steel prices and the rising value 
of the Yen, resulting in further shifts of 
production to overseas destinations such 
as China and Thailand where labour and 
financial costs are lower and local demand 
for vehicles is expanding. 

Statistics from the eight major 
automakers show Nissan and Mitsubishi 
each increased production in China by 50 
percent year-on-year in June. Nissan began 
production of a new version of its March 
model – its popular small car – in Thailand. 
Toyota said it would start production of the 

in 2016.    
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By Mike Grinter

Interim results from Orient 
Overseas Container Line (OOCL) 
saw net profit soar 231 percent 
to $287m, off the back of a 32 
percent increase in revenue 
to $2,733m, compared to a 
loss of $219m for the first six 
months of 2009.

OOCL’s liftings increased 
by 11.6 percent to 2.2m teu. 
The average freight revenue per 
box also saw a lift at $1,133 
per teu, an increase of 24.2 
percent over the loss-making 
levels of 2009.

Despite the impressive 
recovery, company executives 
said they were cautious about 
the remainder of the year. 
Outlining the risk factors, Ken 
Cambie, chief financial officer 
of parent company OOIL, said: 
“Freight rate levels continue to 
be fragile. The number of new 
vessels due to be delivered to 
global shipping lines could 
dampen the current freight 
rates.”

Cambie added that a too 
rapid withdrawal of government 
stimulus packages combined 
with the sovereign debt crisis in 
Europe and the slow economic 
growth of OECD countries, 
could all impose downward 
pressure on rates.

Hav ing  r e tu rned  32 
chartered containerships to 
their owners in 2009, OOCL 
took delivery of five 4,578 teu 
panamax boxships and four 
8,063 teu vessels during the 
first half of 2010.

The company will take 
delivery of six 8,600 teu vessels 
between April next year and the 
first half of 2013.

Commenting on immediate 
prospects, OOIL chairman CC 
Tung said, “The lessons from 
2009 must be remembered 
as the market reverts to a 
normalised pattern that should 
see a seasonal easing in the 
fourth quarter of the year. 

“While progress has been 
made in absorbing the new-build 
capacity coming on-stream, 
projected capacity increases 
continue to exceed forecast 
demand growth into 2011 
and beyond, with the global 
economic recovery continuing 
at a subdued pace.” 

On the sidelines of the 
results announcement, Allan 
Wong, chief executive of OOCL 
Logistics, said the logistics 
side of OOCL’s business had 
increased in line with the 
marine activities: “Yes, for the 
international logistics business, 
we see a similar recovery in 
volumes from our current 
customers. We have also 
seen significant growth in our 
domestic China business.”

Wong sees the possibility 
of mixed fortunes for the 
logistics arm in the second 
half of 2009: “The outlook for 
the fourth quarter is uncertain 
for international logistics. The 
third quarter looks quite normal 
compared to past years. On the 
other hand, we feel that the 
chance of a sudden slowdown 
in China logistics is very slim.”

Without providing specific 
details, Wong added that 
the company had completed 
several major projects in Japan 
and China for local distribution 
services. “We are also working 
on a number of projects for 
completion in the second half, 
but it is too early to disclose the 
details” he said.     

Concerns 
linger over 
Rotterdam 
Rules

By Catherine Truel

The Rotterdam Rules – the 
United Nations’ Convention on 
Contracts for the International 
Carriage of Goods Wholly or 
Partly by Sea – are fuelling a 
lively debate in the shipping 
community. 

The l iab i l i t y  fo r  the 
loss or damage of ocean 
cargo is governed by The 
International Hague Rules 
Convention adopted in 1924 
and amended in 1968 by the 
Visby amendment. Since then, 
the shipping landscape has 
changed with containerisation, 
information and communication 
technology, and integrated 
global transport networks. 
Furthermore, not all countries 
signed these conventions – they 
co-exist with national legislation 
creating a fragmentation of law 
in the area. 

The Rotterdam Rules, 
signed in 2009, have the 
ambition to introduce legal 
certainty through the uniformity 
of the rules. They also intend to 

modernise the legal instrument 
and clarify the obligations and 
liabilities for each contracting 
party. The convention will come 
into force 12 months after 
twenty states have ratified it.

Among the new dispositions, 
the convention introduces two 
concepts. The notion of ‘door- 
to-door’ creating a single liability 
regime, and the ‘maritime 
performing party’ applying, for 
instance, to operators at the 
port. Shippers’ obligations and 
liabilities are described in more 
detailed terms. The rules also 
increase the carrier’s burden of 
proof regarding the condition of 
the goods.

Supporters of the rules are 
welcoming the legal certainty 
the convention will bring. The 
rules will increase ship owners’ 
liabilities, but they will provide 
a uniform legal framework, 
supporters say. 

  Opponents express several 
concerns. One of the most 
debated provisions is an opt-out 
clause for volume contracts. It 
is argued that it could benefit 
larger companies to the 
detriment of smaller operators. 
Some shippers, carriers and 
freight forwarders are also 
concerned about the concept of 
‘maritime performing party’ and 
the extension of liabilities. 

The provision allowing 
goods to be delivered without 
surrender of the bill of lading 
is seen by some financial 
institutions as an attempt to 
remove status of title  from the 
bill of lading. It is also argued 
that the Rotterdam Rules are 
not truly multimodal and could 
conflict with other transport 
conventions, therefore not 
creating the certainty expected. 
The debate continues.     

OOCL cautions on potential 
downward rate pressure
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The age of the PCS
Catherine Truel looks at the characteristics 
of  port community systems and discusses 
moves toward international standards 
for data sharing in the maritime supply 
chain

“PCS service providers are likely 
to expand outside their borders and 
export their expertise, products 
and standards. This might lead 
the industry toward a market- 
driven standard, perhaps ultimately 
developing an interoperability 
of  the whole supply chain giving 
shippers the possibility to trace 
freight through different PCS.”

International trade is a paper-intensive activity and historically 
it was at the ports where commercial documents were 
transmitted, customs documents reported, insurance 

documents exchanged and transport documents and title 
transferred. The volume of containers moving every day through 
ports is only possible because of the automation of the treatment 
of information. Port community systems (PCS), therefore, improve 
speed of transaction and deliver an increase in throughput. 

A PCS is an IT-based platform that allows a secure exchange 
of information between all parties operating at the port. Within 

the confines of a port, there is a range of different actors – 
shipping lines, stevedores, carriers, forwarders, agents, customs 
and government agencies – each with independent yet interwoven 
operations that rely on information from one another. 

How it works
In simplest form, PCS cover port management and customs 
activities. Other port actors align their system to the PCS. In 
some cases, they can exchange business-to-business information 
in bi-directional transactions. In more advanced PCS, parties 
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send information to a central system 
in a single submission of data for 
multiple use. These PCS act as a hub 
where businesses operating at the port 
exchange information and perform 
transactions. PCS are often run by 
separate business entities – sometimes 
public-private partnerships financed by 
subscriptions and transaction fees.  In 
these cases, the port facility is simply a customer or partner of 
the PCS provider. 

The benefits of a PCS are felt across the port community. 
They are directly linked to the technical capabilities and range 
of services provided by the PCS. Generally, a centralised web-
based PCS connects all port actors and allows them to manage 
the physical, administrative, and documentary flows of goods. 
For instance, it optimises administrative procedures by allowing 
shipping lines to send arrival messages and receive berthing 
authorisation electronically. It provides shippers with shipment 
visibility and freight forwarders can check the status of a container 
-- whether it has been loaded onto the ship, cleared customs, or 
is still waiting for inspection. 

For the port, the PCS helps maximise the physical infrastructure 
and manage the port operation and it is specific to the port. DP 
World Southampton in the UK, for instance, conducted a strategic 
review that shaped the new recently introduced PCS. During the 
review, the operator worked with all parties operating at the port 
to understand and map their business processes and ultimately 
adapt the tool to the business requirements. For Andy Kinnel, 
director of IT Services at the port, the result is an internet-based, 
more intuitive and easy-to-use PCS. The new system provides 
a more flexible way to receive information. It also allows the 
introduction of rapid modification in case of government changes. 
Its future development could take the form of a portal facilitating 
collaboration between parties. More generally, PCS are also a 
competitive advantage so they are likely to develop by bringing 
even more services to port actors.

International standard? 
The location of a port – its function, hinterland and regulatory 
environment – are just a few factors that shape a PCS. It is 
therefore not surprising that PCS take different forms to match 
each port’s specific circumstances. However, this poses a problem 
for the biggest users of ports – shipping lines. For Marc Boyer-
Chammard, CIO at CMA CGM, interoperability is a much-needed 
development. Ships are calling at a large number of ports where 
they have to adapt to a wide variety of data content requirements 
and message formats for the submission of information. He 
believes the adoption of an international standard would not 
just improve the transmission of data but also result in faster 
turnaround for shippers. 

Without an international agreement, interoperability will have 
to grow organically from a variety of new initiatives. The World 
Customs Organisation (WCO) recently released a new version 
of its data model. This international standard harmonises the 
transmission of data and format for customs information. Some 
countries have worked on harmonisation at national level. In the 
UK, for instance, major PCS use the same standards.  Some local 
initiatives have also emerged such as the Ports of Rotterdam 
and Amsterdam, where a common PCS has been implemented. 
Standardisation caught the attention of the global port operator, 
APM Terminals, which is considering this evolution as a leading 
initiative for the future and is looking at standardisation at the 
group level as part of their long-term developments. 

Hub for shippers and carriers 
Further, e-commerce platform INTTRA is already providing a hub 
for shippers and carriers with a common industry standard to carry 
out transactions such as shipping orders on a global level. INTTRA 
fills the IT capabilities gap between shippers, agents and carriers. 
For instance, INTTRA offers one global standard process between 
large shipping lines and local agents with much smaller operations. 
INTTRA aligns standards by providing connections – EDI/XML, 
Web-based, and Desktop - to shippers and agents’ capabilities. 
Using a system-to-system EDI connection, INTTRA links into the 
PCS facilitating transactions between shippers, carriers and the 
port facility. This is well suited to Asia’s island geography where 
the development of short-sea shipping could result in an increase 
in transactions. 

PCS service providers are likely to expand outside their borders 
and export their expertise, products and standards. This might lead 
the industry toward a market-driven standard, perhaps ultimately 
developing an interoperability of the whole supply chain giving 
shippers the possibility to trace freight through different PCS. 

In the meantime, the International Association of Ports and 
Harbours (IAPH) is undertaking a global benchmarking exercise 
of PCS used by its members across the world. The IAPH, with 
HQ in Tokyo, represents 230 ports across 90 countries handling 
almost 90 percent of the world’s container traffic. The study 
looks at the best PCS of some of the major ports worldwide such 
as Mumbai, Singapore, Barcelona, Rotterdam, Shanghai, Hong 
Kong, and Hamburg. The results of the study will be presented 
at the 2011 IAPH conference in Busan.     

“For Marc Boyer-Chammard, CIO at CMA CGM, interoperability is a 
much-needed development. Ships are calling at a large number of  ports 
where they have to adapt to a wide variety of  data content requirements 
and message formats for the submission of  information. He believes 
the adoption of  an international standard would not just improve the 
transmission of  data but also result in faster turnaround for shippers.”
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By Sam Chambers

Next time you’re strolling down 
a busy downtown in China, 
take a look at the local couriers 
scurrying around. Sooner or 
later you’ll notice some young 
men dressed in grey and red. 
They are China’s very own 
version of FedEx. From Dalian 
to Guangzhou, the rapidly 
expanding SF Express is making 
its brand known this year. Its 
build-up in infrastructure in 
2010 is on a scale hitherto 
never seen in China’s express 
industry. 

A very significant change to 
China’s air cargo scene came 
this January with the granting 
of an air transport licence to 
the Shenzhen-headquartered 
company by the Civil Aviation 
Administration of China. The 
significance is that, for the first 
time, there is a Chinese-owned 
private courier company that 
owns its own aircraft. 

SF Express now operates 
in the skies as Shunfeng 
Aviation. It started out with two 
B757-200 freighters. When 
contacted in mid-August, the 
firm revealed it now owns 14 
cargo aircraft and is covering 
most corners of China as well 
as expanding overseas. 

“On February 1 and April 
1 this year we launched two 
international routes to South 
Korea and Singapore. The 
freighters for these routes come 
from our own 14 carriers,” an 
official from SF Express told 

significant tax issues associated 
with turning the cargo business 
into a separate company. 

The government-owned 
airline had announced plans 
to hive off its cargo business 
in order to better approach 
India’s growing cargo market. 
Cargo currently accounts for 
around eight percent, or Rs8bn 
($173.9m) of Air India’s annual 
revenues. 

India’s domestic cargo 
market is back to good growth 
after contracting from October 
last year to March. Data from 
the Airports Authority of India 
(AAI) shows domestic cargo 
business has been growing in 
double-digits since May. The 
domestic market is expected 
to reach Rs133bn ($2.8bn) in 
annual revenues by 2011-12.

Air India is continuing with 
capacity expansion plans to 
grow the contribution of cargo 
to overall revenue. In early July, 
the foundation stone was laid 
for a new Air India cargo ware-
house at Chennai Airport set for 
completion in early 2011. 

Based in Mumbai, Air India 
currently operates freighter 
services to twelve domestic and 
two international cities. The 

airline currently operates four 
Airbus A310 freighters and six 
Boeing 737s from its cargo hub 
at Nagpur. It plans to lease out 
two A310 aircraft and sell the 
remaining two. Six older B737-
200 passenger aircraft will be 
converted into freighters. 

The state-owned airline is 
facing increasing competition 
in the domestic market from 
private sector players such as 
Kingfisher and Jet Airways. 
Kingfisher has started a door-
to-door cargo operation, while 
Jet Airways is understood to 
be negotiating with overseas 
carriers with a view to launching 
dedicated cargo services.

In addition to capacity 
expansion, Air India is bringing 
in new technologies to boost its 
competitiveness. A new export/
import inventory management 
system has been launched at 
its warehouse in Mumbai. The 
system supports electronic 
data interchange (EDI) with 
customs and to a great extent 
replaces paper correspondence 
between customs and supply 
chain partners. The system 
also automates handling 
and binning of cargo at the 
warehouse in Mumbai. 

Air India is looking to expand 
its share of India’s international 
cargo market, which is expected 
to grow even more quickly than 
the domestic market. 

India’s international cargo 
traffic is concentrated in 
Mumbai, Delhi, and Chennai 
– the three key international 
gateway airports in India. Going 
forward, more international 
cargo business is expected at 
Bangalore and Hyderabad as 
cargo facilities and services 
at new greenfield airports are 
developed.     

Shenzhen-based SF Express is the first Chinese-owned private 
courier company to operate its own aircraft

Supply Chain Asia magazine. 
SF Express has three 

distribution centres in China, 
nearly 100 transfer centres, 
and over 2,000 local branches. 
Founded in 1993, its Shenzhen 
origins and air hub base puts it in 
direct competition with courier 
giant UPS, which switched 
its Asia Pacific hub from the 
Philippines to Shenzhen earlier 
this year.     

By TC Malhotra

Air India is thought to be close 
to shelving plans to hive off its 
cargo business as a separate 
entity. Domestic press in India 
quoted airline sources saying 
management of the airline 
would likely keep cargo as a 
unit of the National Aviation 
Company of India Limited 
(NACIL), the holding company 
that owns the flag carrier. 
The sources said there were 
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In 2006, Huang Jiujiu was sitting at 
his desk at the office of the China 
Federation of Logistics and Purchasing 

(CFLP) in Beijing when he received a phone 
call. On the other end of the line was a 
senior executive from Sinotrans who at 
the time was in negotiations with a foreign 
company to set up a joint venture in China. 
The Sinotrans executive had been asked 
about standards for cold chain operations 
in China. Not knowing anything about the 
issue, he put a call through to Huang. 

“That was how the issue was raised. 
Prior to that phone call, it didn’t exist,” 
says Huang, a department head at the 
CFLP, the official body that carries out 
much of the logistics market data collection 
and research for the central government.

By the end of  2007, severa l 
programmes to look into the development 
of cold chain standards had been started 
and China held its first cold chain 

standards drafting meeting. In 2009, a 
technical committee chaired by Huang 
was set up to lead the development and 
standardisation of cold chain logistics  
in China. 

A sector in infancy 
Cold chain development in China is in its 
infancy. Like other supply chain systems, 

Pork is the most widely 
consumed meat in China by a very 
wide margin. It’s estimated that 
three quarters of  pork products 
reach consumers through city and 
country markets not supported 
by structured cold chain systems. 
Temperature control – if  it exists 
at all – is a matter of  buckets of  ice 
thrown over product in transit.  

By Turloch Mooney
Metro China buys its perishable produce direct from farmers



the scale and rapid and uneven economic 
growth of the country make it tough to 
provide generalised indicators about its level 
of development. An accepted figure among 
those in government that are interested in 
the issue is that just 25 percent of foods 
requiring temperature control are properly 
handled before consumption or export. 
Many put the figure as low as 15 percent. 

Pork is the most widely consumed 
meat in China by a very wide margin. It 
is estimated that three quarters of pork 
products reach consumers through city 
and country markets not supported by 
structured cold chain systems. Temperature 
control – if it exists at all – is simply 
a matter of buckets of ice thrown over 
product in transit. 

As well as obvious implications for 
public health, mass spoilage of food costs 
the national economy some $6bn per 
year, or between 25 and 30 percent of the 
annual  perishable food harvest, according 
to government estimates. 

The key issue of standards
The primary problem is lack of an 
integrated national system of standards 
and regulations. China has hundreds of 
standards related to safety and handling 
of perishable foods. However, they are 
fragmented, incomplete, and sometimes 
conflicting. 

Standards are issued by a variety 
of government bodies, from the state 
council and ministries of agriculture and 
communications, to provincial and city 
governments. The upshot of fragmented 
standards is slow and fragmented 
development of the cold chain sector 
with higher levels of risk for investors 
and the public. A national cold chain 
standards framework that integrates 
existing standards and includes provisions 
for measurement, enforcement and market 

access would provide the foundation 
needed to facilitate the right approach and 
investment for a more rapid and integrated 
development of the sector.   

Many drivers 
There is broad consensus that an integrated, 
national standards system is central to 
driving cold chain development in China. 
There are other important drivers, all of 
which are underpinned by rapidly changing 
patterns of consumption as incomes 
continue to rise. 

Per capita income in China is currently 
some distance from the level required 
to facilitate serious investment in cold 
chain infrastructure and services. China 
lags far behind developed countries when 
it comes to refrigerated warehouse and 
truck capacity. In Beijing, for instance, 
where levels of investment in cold chain 
are high on a national base, total per 
capita refrigerated warehouse capacity 
is estimated to be 600,000 tonnes, just 
five percent of capacity per capita in the 
United States, according to the Logistics 
Management Institute of Beijing Jiaotong 
University. 

However, China’s scale and uneven 
patterns of development mean there 
are already large pockets of wealth with 
sufficient demand for safer, fresher and 
more varied selections of food to warrant 
higher levels of investment. 

Large foreign food retailers expanding 
operations in the country are investing 
expertise and money in cold chain as they 
look to compete on quality and replicate 
standards in home markets. UK retailer 
Tesco is currently adjusting its Shanghai 
market distribution model away from small 
quantity orders from many suppliers going 
direct to stores to larger quantities going 
in through central distribution points. 
Ensuring better quality of perishable 

China’s scale and uneven patterns of  development 

demand for safer, fresher and more varied selections of  
food to warrant higher levels of  investment in cold chain 
infrastructure and services.  

foods is a key motivation behind the 
change. “This is a particular challenge 
as investment in cold chain facilities and 
services is not coming quickly enough. 
More centralised distribution will allow 
for rigorous temperature and quality 
control measures,” a senior executive 
with the company told Supply Chain Asia 
magazine. 

Germany’s Metro Group, meanwhile, 
has secured HACCP (Hazard Analysis 
Critical Control Point) certification for its 
45 wholesale outlets in China. HACCP is a 
process control system that identifies where 
hazards may occur in food production and 
puts in place actions to prevent them. 
Metro sources direct from farmers who are 
trained in proper handling of perishable 
foods. Customers can track where produce 
they buy has come from to farm and field 
level through terminals in stores and 
online.  

Yum! China, which operates 3,500 
KFC and 400 Pizza Hut restaurants in 
the country, is widely regarded as a cold 
chain leader in China. Yum! sources all 

The Yum! China cold chain supports 3,500 
KFC outlets and reaches all Chinese provinces 
apart from Tibet



ingredients for its restaurants except 
cheese and half of its french fries from 
600 suppliers in a cold chain that teaches 
farmers to limit amounts of antibiotics 
fed to chickens and facilitates random 
laboratory testing for levels of heavy metals 
and pesticides. Product is moved through 
a logistics system comprising modern 
temperature-controlled GPS trucks and 
16 cold storage warehouses in a chain 
that reaches all Chinese provinces apart 
from Tibet. 

Investment in cold chain facilities and 
equipment is on the rise. Major industrial 
property brokers and developers are talking 
up the potential of the sector. A 2010 
report from Jones Lange LaSalle said it 
expected growth in the cold chain property 
segment to outstrip that of the general 
logistics segment. Domestic distributors 
are building more capacity and foreign 
giants such as Preferred Freezer Services 
(PFS) and Americold have entered the 
market. In March, the latter announced a 
joint venture with China Merchants Group 
that plans to develop a national cold chain 
network using best-in-class technology. The 
new venture, CMAC, completed acquisition 
of KangXin Logistics (KXL) in July, a third 
party cold chain logistics company with 
operations in 15 cities. 

US involvement 
There are other more lateral elements 
driving development of cold chains in 
China. In July, the US Agricultural Trade 
Office in Beijing together with the US Food 
and Drug Administration, the American 
Society of Transportation and Logistics 
(ASTL) and the CFLP, jointly hosted a public 
seminar aimed at supporting development 
of a national cold chain standards and 

regulation system. The seminar included 
presentations from the Chinese officials 
leading the development of national cold 
chain standards. Participants from the US 
presented studies on the multi-layered 
administration and operation structure 
of the cold chain sector in the US and 
discussed how it evolved to the point where 
it is today. 

The interest and involvement from the 
US is in part about ensuring the quality 
of food exports from China to the US. 
Boosting world food supplies and creating 
new markets in China for US agricultural 
products and cold chain equipment are 
important goals as well.

The coming years 
As per capita income continues to rise so too 
will levels of understanding about nutrition 
and food safety. Demand for higher quality 
and more varied foods will also continue to 
grow and more private sector interest and 
investment in cold chain infrastructure 
and services will naturally follow. In the 
meantime, a proposed structure for a 
national cold chain standards system has 
been prepared and is being made available 
to industry and the public for feedback and 
suggestions. 

A national framework of integrated 
cold chain standards is an important start. 
Getting to a point where a growing majority 
of perishable foods are properly handled 
will take some time after this. As the 
experience of developed markets shows, 
evolvement of effective cold chain systems 
is complex and multi-layered and involves 
myriad imperatives and initiatives on the 
part of government, industry and the public 
that feed into what is necessarily a long-
term and continuous process.     

US interest and 
involvement in developing 
the cold chain sector in China 
is in part about ensuring the 
quality of  food exports from 
China to the US.  Boosting 
world food supplies and 
creating new markets in 
China for US agricultural 
products and cold chain 
equipment are important 
goals as well.  



Logistics Real Estate Market Snapshot – Fukuoka (Kyushu, Japan)

Fukuoka is the capital city of Fukuoka Prefecture and is located in Kyushu, the most southern and 
western of Japan’s four main islands.  Major industries include semi-conductor manufacture, automobile 
production, food & beverage manufacture and logistics. Fukuoka’s population is currently growing with 
the average age of its inhabitants also decreasing.

One of Japan’s oldest cities, Fukuoka is Japan’s closest geographic link to Asia and serves as a distribution 
channel to South Korea, Hong Kong, China and Singapore. Fukuoka enjoys excellent rail, road, air, and sea 
transport infrastructure. Within Kyushu island Fukuoka typically accounts for approximately 70% of a logistics 
operators business. 

There are three main logistics real estate markets in Fukuoka Prefecture:
Fukuoka City centred around Hakata Port in the north west of Kyushu; 
Kita Kyushu City in the north east of Kyushu; and
Tosu City on the southern border of Fukuoka Prefecture

The greater Fukuoka real estate market was heavily impacted by the global financial crisis and the dramatic 
slow-down in Japan’s exports. However, the general improvement in the world economy has also translated 
into increased occupancy in the Fukuoka logistics real estate market.  

After reaching a low in 2008, average asking rents across Fukuoka have recovered by approximately 10% 
since then but still sit below their highs of 2007. Fukuoka City, the prime industrial real estate market of 
Kyushu commands a rent premium compared to Kita Kyushu City and Tosu City due to additional accessibility 
primarily provided by its port access.  Nippon Express for example operates a high speed maritime distribution 
service between Fukuoka and the Asian mainland with reportedly increasing cargo volumes. 

With only two major facilities for lease completed in 2009, and a gradual improvement in the economic 
outlook vacancy rates in the Fukuoka market have shown a gradual decline. Vacancy should decline further 
over the course of 2010 with limited new supply of modern distribution centres and a number of logistics 
companies reportedly looking to consolidate their Kyushu operations in Fukuoka to take advantage of the 
prime location and bottom of cycle rents. 

by Pelham Higgins 
Supply Chain Asia Country Representative - Japan

Location  
Hakozaki Wharf, Fukuoka City,  
Kyushu, JAPAN

Structure/scale  
Reinforced concrete and  
partial steel /4 stories

Site area  
27,371.86 sqm

GFA  
42,254.90 sqm

Completion date  
March 2008

For lease Prime Fukuoka City (Japan) logistics property

Enquiries Hiroshi Senda    Mayumi Harima
  +81-3-6910-3332    +81-3-6910-3313 
  +81-80-2010-3806   +81-90-6481-1699  
  hiroshi.senda@jrep.co.jp  mayumi.harima@jrep.co.jp

Located in the heart of Fukuoka’s prime logistics market at Hakata Port, this modern, high specification, multi-tenant logistics facility 
is exceptionally well located in close proximity to the Fukuoka Interchange, Fukuoka International Airport and the JR Cargo hub. 
Featuring double-sided truck berths on the ground floor and a large parking area, the facility is well designed for user versatility 
and efficiency. It is also one of the first facilities in Western Japan to receive an “A” CASBEE rating from the Institute for Building 
Environment and Energy Conservation. Up to 30,000 sqm of space is available for lease alongside three of Japan’s leading logistics 
and freight companies who have already secured space in the facility.

Tokyo

Fukuoka

South  
Korea

China

J-REP Co., Ltd is licensed as a real estate broker by the Minister of Land, Infrastructure and Transport, Takken License No. 6483 (2)
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Emission control standards and their 
application to the freight industry 
have put greener logistics at the 

forefront of moves towards more sustainable 
supply chains. New technologies for 
generating energy for movement of goods 
and people are constantly being sought 
and – despite some of the most powerful 
lobbies on earth with entrenched vested 
interests – are increasingly coming to 
light. 

While new technologies offer enticing 
prospects of quick and comprehensive 
movement toward an era of greener logistics 
processes and services, corporations need 
not wait for their development before 
making decisive moves to green their 
logistics and transportation processes. 

Logistics is the management of 
movement of goods through the supply 
chain. It is an important subset of the full 
supply chain and – due to its responsibility 
for a significant portion of emissions of 
greenhouse gases – a key element in terms 
of influence on the environment.  

Transportation and warehousing 
are at the heart of logistics and most 
developments in greener logistics have 
been based around reducing the impact of 
transportation and warehousing activities 
on the environment. 

The key drivers of green logistics are:

and aircraft are most visible contributors 
to air quality problems in most urban 
areas and organisations are under 
increased pressure to provide customers 

Simple rules of thumb for 
greening your logistics
Current discussion and action around sustainable supply chains often focuses heavily on logistics. 
Vivek Sood
can achieve a lot using only existing technologies
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with environmentally-friendly logistics 
services. 

non-compliance with environmental 
legislation. In many parts of the world, 
laws governing emissions standards 
are being imposed with increasing 
strictness. 

of the long-term effects of environment 
degradation. 

the main contributors of greenhouse 
gases and logistics is an obvious target 
for creating greener supply chains. This 
has created a hunger for methodologies 
and technologies in green logistics that 
increases as new and cutting-edge 
methodologies and technologies are 
developed, tested, refined and better 
understood. 

lowering emissions and improving 
energy efficiency, such as capital cost 
write-offs, taxation benefits, grants, etc. 
Organisations can use these incentive 
programmes to reduce greenhouse 
gas emissions and achieve internal 
and external logistics efficiencies that 
provide significant long-term benefits.

impacts from volatile and rising fuel 
prices and moving towards green logistics 
helps them to do this.  

fuels is having a big impact on the 
transportation industry. 

voluntary and mandatory programmes 
to execute reverse logistics and design 
products and packaging that facilitate 
efficient, safe and cost-effective product 
recovery. 

benefits to the environment, society and 
organisations. 

benefit is reduced impact on the 
ecosystem and reduced environmental 

degradation leading to enhanced quality 

benefits for communities due to improved 
air quality, lower levels of pollution and 
enhanced safety and health conditions 
for employees, contractors and logistics 
partners. 

costs due to fewer trucks, better truck (or 
vehicle) utilisation, better maintenance 
of equipment, efficient routing, reduced 
congestion, and so on. 

mitigate risks of legal action and 
f inancial  impacts of  avoidable 
environmental incidents and increasingly 
strict environmental regulations. It is a 
proactive response to possible scrutiny 
and due diligence of environmental and 
social practices. 

goodwill because of noticeable proactive 
steps to manage the environmental and 
social consequences of supply chain 
operations.  

and vendors in devising sustainable 
solutions and product/waste take-back 
programmes helps strengthen customer 
relationships and builds positive brand 
image. 

Key challenges in achieving greener 
logistics processes
The fundamental characteristics of logistical 
systems and sustainability are sometimes 
contradictory, which gives rise to several 
key challenges when mixing the two.  

Cost and externalities
Cost reduction and faster and more flexible 
deliveries are the primary objectives 
of logistics. These objectives are in 
stark contradiction with environmental 
considerations. 

Freight distribution organisations focus 
strongly on strategies that enable them to 
reduce cost. In efforts to reduce costs, 
companies may choose to use cheaper 
varieties of fuels or skip maintenance and 
vehicle inspections. While cutting costs 
in the short-term, in the long run these 
methods can have a big cost impact on the 
organisation and on the environment.

Environmental costs are often 
externalised. This means that the benefits 
of logistics are realised by the users and 
consumers but the cost and negative 
impact is borne by the environment. Many 
people don’t recognise the environmental 
cost so the onus is on governments and 
enterprises to include and regulate for 
sustainability considerations in logistics 
activities. 

Regulation can often be un-coordinated, 
contradictory, and even misguided. In 
some countries, for instance, diesel is 
subsidised and costs less than gasoline, 
even though diesel engines are known to 
have a much larger negative impact on the 
environment. 

Response time, flexibility and reduced 
inventories 
Trucks and aircraft are the most popular 
choices of transportation modes for 
reduction of shipment times and increased 

“There is ever increasing pressure from voluntary and mandatory 
programmes to execute reverse logistics and design products and 

recovery. Reverse logistics should not be an afterthought resulting in 

execution.” 
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and air generates more pollution and is 
less energy efficient than shipping by sea 
or rail. 

Providing flexibility in production with 
strategies like just-in-time, or improving 
customer service with emergency or 
overnight deliveries, takes a toll on the 

activities can reduce urgencies that 
result in half-full trucks and higher trip 
frequencies and so reduce the impact on 

with proper training and communicating 
to customers that allowing longer lead/
wait times for stock instead of instantly 
satisfying demand can significantly reduce 
environmental impact. 

Supply chain and logistics strategies 
focus on reducing inventories with frequent, 
short, speedy and reliable shipments. 
These strategies remove the need to stock 
and store excess inventory and reduce 
warehouse use. If inventories are not being 
stored in warehouse space, they may be 
somewhere in the transit/transportation 
system, which contributes additional 
burden on the environment and society.  

Excess product movement due to 
customisation, IP protection and process 
specialisation
Additional movements are frequently 
introduced to the supply chain to facilitate 
product customisation, intellectual property 
protection, tax optimisation or process 
specialisation. While these steps add value 
to the supply chain, they increase the 
carbon footprint of the logistics chain. 

In the computer manufacturing 
industry, for instance, intermediate plants  
– between manufacturing and consumer  
– are set up for assembly of certain parts. 
This facilitates product customisation but 
puts additional movement of goods in the 
production line. 

Similarly, many companies, especially 

supply centres in tax optimisation locations 
to reduce the overall tax burden. This often 
involves additional movement of goods 

in the supply chain and so increases the 
carbon footprint of those goods. This is a 
good example of direct conflict between 
the drive for profits and the drive for more 
sustainable supply chains and the profit 
motive frequently wins. 

e-Commerce
Purchasing goods online instead of at 
physical retail shops or shopping centres 
drastically increases the amount of product 
packaging required. More online purchases 
also means more frequent, short delivery 
trips to households. 

Road congestion 
Road congestion wastes both money and 
carbon. It can mean late arrivals, delayed 
deliveries, missed book-in times, rejected 
deliveries, stock-outs, lost sales, and loss 
of customers, all leading to higher costs, 
falls in productivity and unreliability. Road 
congestion also brings more of that major 
supply chain disrupter: uncertainty.

Moving towards green logistics
Transportation and warehousing activities 
are of paramount importance in logistics 
and the greening of logistics involves 
greening these activities. This section 
covers various ways of achieving sustainable 
transportation and warehousing. 

Greener transportation
Movement towards green logistics starts 
with greener transportation. 

transportation mode not only reduces 
cost but also reduces adverse impact on 
the environment. Wherever appropriate, 
sea transport should be the primary 
mode of transportation, followed by rail, 
and finally road. Parcel size distribution 
and the distance matrices are two key 
determinants of the mode selection 
decision. In general, the cheapest mode 
is also the most energy efficient in most 
cases. 

transportation mode should be utilised to 
maximum for both legs of the journey. 

transportation activity will not only help 
reduce the disused capacity in any trip, 
but the number of movements too. This, 
at times, might mean pooling deliveries 
to one destination to optimise the number 
of trips and thus delaying deliveries. 
The delays can be communicated 
and negotiated with the customers 
alongside the benefits this provides to 
the environment. 

significantly to reduced environmental 
impact and reduced transportation costs. 

The wheel of green logistics

“especially FMCG 

up global supply centres 
in tax optimisation 
locations to reduce the 
overall tax burden. This 
often involves additional 
movement of  goods in 
the supply chain and 
so increases the carbon 
footprint of  those 
goods.” 

1
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SUPPLY CHAIN SECURITY... 
MANAGING THE RISK

Lloyd’s Register Quality Assurance is a member of the Lloyd’s Register Group

The threats surrounding your supply 

chain, your brand and your shareholder 

value are growing and are becoming 

more complex. That’s why our supply 

chain security services are tailored to  

turn risks into “opportunities”.

We offer certification, auditing, verification 

and training services designed to help you to:

  certify the compliance of your security 

management system against the 

appropriate international standard/s  

(ISO 28000, ISO 27001)

   verify the compliance of your facilities and 

logistics across your supply chain against the 

appropriate regulatory/non-governmental 

schemes (TAPA, ISPS, AEO, C-TPAT)

  increase your skills in security management 

systems and schemes

At LRQA, we call it  
Supply Chain Security

For more information:
contact us at enquiries@lrqa.com 
or visit www.supplychain.lrqa.com
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off engines during pick-up and delivery, 
proper tyre pressure, appropriate 
vehicle speed, and so on, can reduce 
fuel consumption and subsequent 
emissions. 

vehicles can reduce break-downs, lower 
fuel consumption and lower emissions. 

integrated into a holistic approach to 
green logistics is essential. Reverse 
logistics should not be an afterthought 
resulting in major environmental 
impact due to inadequate planning and 
inefficient execution.

Green warehousing
At its heart, green warehousing has four 
key elements:

 

forefront during the design and construction 
stage. The same principles should underpin 
conversion of existing warehouses. These 
principles include use of natural light 
where feasible and recovery of energy for 
alternative uses, such as recovery of heat 
generated by refrigerated storage systems 
to heat water or power other processes.  

Energy use
Warehouse operation – whether heating, 
cooling, lighting, or machinery operations 
– are power hungry operations and efficient 
use of energy is paramount. Warehousing 
can be very suited to alternative energy 
use. Large roof spaces can be used for 
installation of solar panels, for instance. 
Energy-efficient lighting fixtures, such as 
timed lighting systems or motion-sensors, 
should be used as much as possible. Energy 
efficient materials handling equipment can 
also be installed to reduce the carbon 
footprint of a warehouse facility. 

Optimal use of storage space 
Optimising use of storage space  maximises 
facility utilisation and minimises use 
of energy. In addition, good efficiency 

planning in areas such as loading dock 
space reduces energy consumption in 
months with extreme temperatures and 
provides more endurable working conditions 
for dock workers. 

waste, better warehouse utilisation, and 
decreases capital, labour and utility costs. 

pursuit of the core elements of good supply 
chain management, including: 

supply, which will keep inventory levels 
lower. 

with involvement from sales, marketing, 
operations and logistics departments, 
and external supply chain partners such 
as customers, suppliers and 3PLs. 
Optimisation of replenishment policies for 
supply chain partners can help optimise 
total cost along the supply chain. 

and goods return policies for suppliers 
lower incentives to carry excess 
inventory.

is reduced by consolidating storage of 
inventory within controlled sites. 

or labour-intensive provides economic 
and sustainability benefits. 

In conclusion, it is fair to say that while 
green logistics has attracted great attention, 
following the common sense rules of thumb 
above can help ensure your organisation is 
working to minimise its carbon footprint 
and be viewed as a green company.      

Vivek Sood is managing director of the Global 
Supply Chain Group and author of Green 
Supply Chains: An Action Manifesto (John 
Wiley 2010)
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Supply Chain Asia magazine
November/December Issue, Updated Editorial Schedule

Accurate. Independent. Specialist.

Supply Chain Asia magazine is widely regarded as the leading source of accurate, 
independent and specialist coverage and analysis of the supply chain and logistics industry 
and its application and development in Asia. 

Primary Features
Cloud Computing and Supply Chains
Project Forwarding and China
ISO28000 Security Management
Leadership for Sustainable Supply Chains
Air Cargo and Japan: Haneda vs. Narita
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Maritime
Air Cargo
Logistics
Shipper Dialogues
Book Reviews
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For further details, please contact Frank Paul at frank.paul@supplychainasia.org
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Accenture
 

Accenture is a global management consulting, technology 
services and outsourcing company, with more than 190,000 
people serving clients in more than 120 countries.  Combining 
unparalleled experience, comprehensive capabilities across all 
industries and business functions, and extensive research on 
the world’s most successful companies, Accenture collaborates 
with clients to help them become high-performance businesses 
and governments.  

Accenture’s Supply Chain Management service line works 
with clients across a broad range of industries to develop and 
implement supply chain operations strategies that enable 
profitable growth in new and existing markets. Committed 
to helping clients achieve high performance through supply 
chain mastery, we combine global industry expertise and skills 
in supply chain strategy, sourcing and procurement, supply 
chain planning, manufacturing, product lifecycle management, 
fulfillment, and service management to help organisations 
transform their supply chain capabilities.     

Goodman
 

Goodman is an integrated property group that owns, develops and 
manages industrial property and business space globally. We invest 
in business parks, office parks, industrial estates and warehouse 
and distribution centres. We also offer a range of property funds,  
giving investors access to our specialist services and property 
assets.  

Our presence in Greater China started in 2001 via our 
involvement in the Shanghai Business Park. Our footprint was 
expanded in March 2005 with the establishment of the Hong 
Kong office. Today, we have three offices in the region with 
more than 250 employees.

With total asset under management of approximately 
1.6m sqm, we are one of the largest logistics space providers in 
Greater China.  In addition, we are managing two unlisted real 
estate funds in the region, the Goodman Hong Kong Logistics  
Fund and the Goodman China Logistics Holding, which are  
valued at approximately $1.3bn and $230m respectively.     
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Payment must accompany your booking. Please complete this form and fax it to (Singapore) +65 
6415 7211. You may also scan and email the form to: jenn.woo@supplychainasia.org 
If you have questions on booking and payment, please call +65 9836 9534.

Name: ______________________________________________________________________________

Position: __________________________________ Company: __________________________________ 

Postal Address: ________________________________________________________________________

Country: ________________ State: ______________________Postal Code: _______________________

Phone: ________________________________________ Fax: __________________________________

Mobile: ______________________________________ Email: __________________________________

Fees 
Charges Number Total

Cost per table (12 persons) US$2,232

Cost per seat US$248

TOTAL CHARGES US$

Methods of Payment
Payment can be made by:
1. Check or Bank Draft. This should be made payable to ‘SC Asia Publications Pte Ltd’. Please 

post to: 
The Programme Director
Supply Chain Asia Logistics Awards 2010
c/o SC Asia Publications Pte Ltd., 
128, Toa Payoh Lorong One 09-815
Singapore 310128

2. Telegraphic Transfer. This should be made 
to the following account: 

SC Asia Publications Pte Ltd
A/C No. 027-902839-4
DBS Bank Ltd, Singapore,
Marine Parade Branch, 
Swiftcode: DBSSSGSG

3. Credit Card
Card Type:   Visa        Master        Amex
Name ____________________________________
Card Number ______________________________
3 Digit Security Code 
Expiry Date _______________________________ 
Signature ________________________________

Supply Chain Asia Logistics

wards 

Supply Chain Asia Logistics Awards 2010 - Booking Form

Chancellor Room
Hong Kong Convention and Exhibition Centre
Thursday, November 25
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Global 3PL of the Year
(The category is open to logistics service providers with a global 
network)
 Size and scale of global network
 IT know-how and systems
 Level of customer service
 Client partnering/track record in understanding and collaborating 
with customers

 Launch/upgrade of new products and services on an ongoing 
basis to match market demand

 Reliability of service and value for money
 Level of knowledge of developing Asian markets
 Approach to sustainability and CSR issues
 Approach to security and risk management

Asian 3PL of the Year
(The category is open to logistics service providers that have 
originated in Asia or The Middle East and have their global 
headquarters in Asia or The Middle East)
 Size and scale of network
 IT know-how and systems
 Level of customer service
 Client partnering/track record in understanding and collaborating 
with customers

 Launch/upgrade of new products and services on an ongoing 
basis to match market demand

 Reliability of service and value for money
 Level of local knowledge of developing Asian markets
 Approach to sustainability and CSR issues
 Approach to security and risk management

Voting criteria for the 2010 Supply Chain Asia Logistics Awards 

Airfreight Forwarder of the Year
 Size of service network
 Level of customer service
 Timeliness and reliability
 Range of value-added services on offer
 Cost of services
 Partnering initiatives with air cargo carriers
 Standard of warehouse facilities
 Application of IT in service delivery
 Knowledge of local markets in Asia
 Approach to sustainability and CSR issues
 Approach to security and risk management

Seafreight Forwarder of the Year
 Size of service network
 Level of customer service
 Timeliness and reliability
 Range of value-added services on offer
 Cost of services
 Partnering initiatives with shipping lines
 Standard of storage and distribution facilities
 IT know-how and systems
 Knowledge of local markets in Asia
 Approach to sustainability and CSR 
 Approach to security and risk management

Container Terminal of the Year
(The category is open to container terminals located in Asia)
 Competitiveness of handling charges
 Level of customer service

Supply Chain Asia September/October 2010
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 IT know-how and systems
 Size of liner network
 Capacity for electronic business procedures
 Quality of storage and distribution facilities 
 Overall efficiency of facilities
 Ability to handle specialised shipments
 Security standards

Air Cargo Terminal of the Year
(The category is open to air cargo terminals located in Asia)
 Level of customer service
 IT know-how and systems
 Overall terminal efficiency
 Airline network coverage
 Quality of ground transportation links 
 Handling charges
 Ability to handle specialised shipments
 Launch/upgrade of new products/services on an ongoing basis 
to match market demand

 Approach to CSR and green service initiatives

Shipping Line of the Year
(The category is open to Asian and global container line 
operators)
 Size and span of network
 Schedule reliability
 IT know-how and systems
 Level of customer service
 Client partnering/track record in understanding and collaborating 
well with customers

 Launch/upgrade of new products and services on an ongoing 
basis to match market demand

 Reliability of service and value for money
 Approach to sustainability and other CSR issues
 Approach to security and risk management 

Air Cargo Carrier of the Year
(The category is open to Asian and global air cargo carriers)
 Size and span of network
 Reliability of service and value for money
 Range of specialised products and services available
 Reliability of guaranteed services
 IT know-how and systems

 Level of customer service
 Launch/upgrade of new products/services on an ongoing basis 
to match market demand 

 Ability to handle specialised cargo
 Approach to sustainability and other CSR issues
 Approach to security and risk management 

The Education & Training Award 
The Award is intended to recognise an organisation that has proven 
itself a leader in the field of education and training in the supply 
chain and logistics industry in Asia.
 Nominees can be from the public or private sector.
 Nominees can be education institutes, training bodies, industry 
associations or private supply chain service companies with top 
rate education and training programmes for staff.

 Nominees should have a strong pedigree in education and 
training in supply chain and logistics in Asia.

 Nominees should have demonstrated innovation and creativity 
in the development of solutions to meet regional supply chain 
and logistics human resource challenges. 

 Nominees should have a track record of publishing thought-
leading opinion and research in the area of supply chain and 
logistics human resources. 

The Supply Chain Risk Management Award
(The category is open to shippers and supply chain service 
providers)
 Nominated companies should have a deliberate and structured 
approach to risk management. 

 Nominees should conduct risk analysis on a systematic and 
ongoing basis and include adequate follow-up and review 
procedures.

 Detailed contingency plans to deal with risks should be in place 
and subject to regular updates. 

 Risk analysis and contingency plans should cover areas including 
production risks, quality risks, environmental/natural disaster 
risks, political risk and economic risk. 

 Risk evaluation of key suppliers should be undertaken on a 
regular basis. 

 Risk mitigation should include education and training for staff 
and risk contingency plan drills. 

September/October 2010 Supply Chain Asia

AWARDS SPECIAL



12

Best Supply Chain Consulting Partner 
(The category is open to supply chain service providers only, 
including logistics and transportation companies, management 
consultants and supply chain software providers)

The Award is intended to recognise companies that have 
demonstrated outstanding ability to partner and collaborate for 
the deliverance of improved supply chain performance.  

Finalists in the Best Supply Chain Consulting Partner category 
will be requested to submit a case study detailing a successful 
partnership and collaboration between two or more organisations 
resulting in improved supply chain performance. The partnership 
can be ongoing or for a specific project with a specific timescale. 

Case studies should include details of the scope of the project 
including objectives, timelines and technologies employed, as 
well as details of how the two organisations involved succeeded in 
creating a successful partnership to reach the desired outcome.  

 Nominees should be supply chain service providers, including 
logistics and transportation companies, management consultants 
and supply chain software providers.

 Nominees should have a strong track record in collaboration and 
partnering to deliver improved supply chain performance.

The Green Supply Chain Award
(The category is open to shippers and supply chain service 
providers)
 Nominated organisations should outperform any generally 
accepted official national and/or global environmental guidelines 
covering the industries in which they operate.

 Nominees should have implemented substantial new measures 
to improve and develop their environmental record over the 
past year. Details of these measures should be publicly 
available. 

 Nominees should be generally recognised as making sincere and 
deep efforts to fully integrate environmental awareness into all 
areas of business strategy and operations. 

 Nominees should have a clearly defined environmental policy 
with objectives supported and implemented from the very top 
of the organisation.

 Nominees should have a track record of directing suppliers and 
business partners towards better environmental standards.

The Supply Chain Innovation Award
(The category is open to shippers and supply chain service 
providers)

Nominees for The Supply Chain Innovation Award will be requested 
to submit a white paper/case study detailing an innovation in 
supply chain operations. White papers will be passed to the panel 
of Awards judges who will choose the outright winners in each 
category. Please note that Innovation is the focus of the Award, 
which is open to companies of any size. 

The Award is intended to recognise a lasting and high value 
innovation in supply chain operations. Nominated companies 
should be those that have over the past twelve months undertaken 
one of the following: 

 A significant restructure of supply chain processes and/or 
operations leading to major value gain for the organisation in 
terms of cost savings and efficiency gains and improved customer 
service.

 Successful completion of a major supply chain/logistics project 
with unique and specific challenges within the past twelve 
months. Results of the project should be quantifiable and 
should represent an innovation in the practice of supply chain 
management. 

 Application of a new or existing technology (or technologies) in an 
innovative manner resulting in major value gain for the business 
in terms of cost savings and efficiency gains and improved 
customer service.     
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Now more than ever, you 

need a seamless, secure 

supply chain. Multiple 

logistics suppliers provide 

multiple opportunities for 

error.  And can also leave 

you asking “where is my 

cargo right now?”. Or 

worse, “what is the financial 

stability of my forwarder?”.

Bring your logistics, freight 

forwarding, warehousing 

and transportation together 

with seamless, secure 

precision. Thousands of 

businesses do, worldwide.

And they’re winning.  

Call us today to find out more.  

+852 2211 9898

A team of individuals?

Or one synchronized team?
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The company, Thales Aerospace Asia 
Pacific, is a wholly owned subsidiary of 
Thales Avionics, which belongs to the 

Aerospace division of Thales Group. The Asia 
Pacific entity, based in Singapore, is in charge 
of the distribution and maintenance of electronic 
systems and devices that equip Airbus and Boeing 
aircraft.

After many years focusing on avionics (aviation 
electronics for cockpits), the company decided to 
launch a new business line related to In-Flight 
Entertainment (IFE), the in-flight audio and video 
systems for passengers. The result would be a 
dramatic increase in supply chain activity. 



Considering the growth factor of  four 

to bring [to supply chain operations], we 
were forced to review our entire way of  

maintaining our service level.

iCognitive founder John Paul. “The analysis of the configuration 
of the Thales supply chain took us approximately three months 
with a team of three consultants from iCognitive,” says Paul. 
“We were then able to identify the major disconnects in terms 
of organisation, processes, people and systems through a 
series of analytic measures such as geomapping (description 
of physical flows, inventory positions, facilities, distribution 
strategy, and so on), supply chain mapping (strategic, tactical 
and operational), best practices analysis, systems usage and 
financial flow analysis.”

A three-phase project
The approach followed by the project team consisted of three 
main phases:

 Phase 1: ‘As is’ 

Thales end-to-end supply chain

processes, systems, people and performance levels
 Phase 2: ‘To be’

and set improvement targets

 Phase 3: Implementation

‘As is’ phase: Understanding the existing supply chain 
configuration
The first phase consisted of analysing the current configuration 
of the supply chain with a detailed description of 2,660 
processes, which permitted to identify about 600 disconnects. 
A critical preliminary step was necessary: to familiarise all involved 
key players with the concept of supply chain management and 
the SCOR model. In order to align different levels of supply chain 
knowledge among the participants to a common language and 
common understanding, a SCOR Workshop was organised for all 
key players in the Thales’ supply chain.

In joint effort with the Thales project team, the entire supply 
chain was screened and described, according to two angles of 
view: span (from grapes to glass) and depth (from strategy to 
execution), to establish a clear and comprehensive end-to-end 
visibility. The description started with the top level activities of 
each entity within the Thales supply chain, such as planning, 
sourcing, delivering and returning processes, followed by a 
geographic mapping that locates material flows, inventory 
positioning and facilities for Thales and other key players.

Once the existing configuration was depicted, at the 
process level, a very detailed description of the process 
elements for each process category was performed.  

“Considering the growth factor of four or five that this new 
business line was going to bring [to supply chain operations], we 
were forced to review our entire way of working and reconfigure 
our supply chain to remain competitive and profitable, while 
maintaining our service level,” says Olivier Guibert, vice 
president, Thales Aerospace Asia Pacific. 

Thales brought in the supply chain consultancy iCognitive to 
lead the supply chain transformation. After a detailed diagnostic, 
involving analysis of 2,660 processes based on the SCOR 
model, 21 supply chain improvement projects were launched 
simultaneously.  

Thales Aerospace Asia Pacific: Fast facts
 

avionics and IFE (In-Flight Entertainment) systems

 for spare parts storage

calculators, central servers

A structured approach
“Until the end of 2007, we managed the new IFE activity 
within the existing supply chain configuration,” says Hassan 
Mountassir, deputy general manager with Thales Aerospace Asia 
Pacific. “However, we knew that we needed to reach a higher 
level [of supply chain efficiency]. This is why we adopted the 
SCOR model. Improvement plans are often a series of initiatives 
not really co-ordinated with each other. We needed a global 
approach.” 

In May 2007, Thales staff started to undergo training in  
SCOR. “This was an essential first step. It allowed us to really 
understand the challenge we were facing and to understand 
how we would apprehend that challenge using SCOR,” says 
Guibert. 

After the training period, a project team composed of five 
business owners was created, under the direct supervision of 



Additional analysis helped to deepen the exploration into 
areas such as financial flow; cycle time; resource allocation; 
supplier profile; customer profiles (margin, volume, distribution 
channel, etc.), IT systems in place, and current best practices. 
This detailed analysis allowed for the highlighting of key 
disconnects throughout the Thales supply chain. Among these 
were business rules formalisation, transportation optimisation, 
data integrity issues, measurement of performance, IT systems 
issues, and so on.

One of the most important steps of the first phase was 
to quantify the performance of the current supply chain and 
benchmark it against industry peers (SCORCard). Once the 
SCORCard was built, it was easier to benchmark the performance 
of Thales compared to its peers in the Aerospace industry and 
to clearly identify areas for improvement.

‘To be’ phase: Designing the right supply chain 
configuration
In the second phase, the future required performance levels 
of the company were determined and the design of the new 
supply chain configuration, in terms of processes, technology, 
people, etc., was created with a view to achieving this targeted 
performance. The focus was put on delivery performance, 
responsiveness, flexibility, cost and asset management. 

The disconnects identified during the second phase were 
consolidated to segregate the symptoms from the real root 
causes. This was carried out in order to recommend appropriate 
and sustainable solutions. One of the major leverage factors was 
related to the cash-to-cash cycle time and inventory level. 

In fact, substantial cash could be released through 
better management of the inventory, which was suffering 
from a lack of end-to-end visibility and integrated planning.  
Finally, after assessing the most feasible options through a 
detailed business case, the project team converted the short-
listed scenarios into actionable projects. 

The project team defined the new supply chain configuration 
with new optimised processes, the necessary information systems 
and the organisation required to support the targeted levels of 
performance. Several tools such as the SCORcard helped Thales 
take the right decision about the possible levels of performance 
they could realistically reach. The SCORcard positions the 
current and future performance levels of the company compared 
to its competitors, and highlights the gaps to be filled. Some 46 
initiatives were recommended to Thales management to solve 
issues identified, with 21 finally selected (nine projects and 12 
quick wins).

Implementation
The selected initiatives covered the entire scope of the supply 
chain: performance measurement; cash flow optimisation 
with S&OP; improvement of operational productivity (lean 

manufacturing); inventory optimisation; supplier management 
programme; customer segmentation, and so on. 

The challenge was to ensure the timely progress of the 
implementation as planned. “We put in place a weekly reporting 
system to regularly track the progress of implementation, and 
two executive meetings per month were held to escalate the 
risks and issues to top management,” explains iCognitive project 
manager Frederic Gomer. “The involvement of the CEO and top 
management was crucial to the success of the overall project,” 
adds Hassan Mountassir. 

Over 90 percent of the selected initiatives have been 
implemented to date. “Our processes are innovative and more 
cost-effective,” says Mountassir. “The SCOR approach has 
provided a clear vision, a common language, and a structured 
framework that has strengthened the bonds within our 
organisation. On the financial side, although the third phase 
has not yet been totally completed, we have already reduced 
inventory level by about $1m, not including related gains such 
as reduction in inventory carrying costs.” 

“Among the entities within Thales Group that had conducted 
a SCOR analysis previously, few had done it to this level of detail. 
This gave us the opportunity to revise our entire organisation for 
a better understanding of its functioning. The result is we have 
already achieved our ROI on the project,” adds Olivier Guibert. 
“The project has been a vector of intellectual growth and maturity 
for the company”. 

Worldwide centre of excellence
Thales Asia Pacific in Singapore has become a worldwide centre 
of excellence within Thales group thanks to its capacity to absorb 
high volumes of supply chain activity very efficiently. The growth 
in IFE activity has more than doubled the size of the organisation 
to 250 staff. 

Completing the outstanding ten percent of the project 
is considered by both Thales and iCognitive to be critical to 
deliver full value. With the understanding that companies do 
not compete against companies anymore, but compete against 
supply chains, fully leveraging the benefits of improvements to 
date requires extending them to the entire supply chain including 
all key suppliers and customers. 

Consequently, for Thales Singapore, the next step is to 
extend new efficiencies beyond the current scope to external 
supply chain players such as major suppliers, key customers 
and other Thales Group entities. “We would like a broader 
adoption of the SCOR model to reach higher returns,” says 
Guibert. This will involve more collaboration with customers 
and more visibility through the supplier base. “In our repair 
operations, 50 to 70 percent of costs are related to the cost 
of the materials. Bringing this cost down is our next key 
challenge.” To achieve that, better collaboration with suppliers 
is critical.     





Although disorganised, and 
despite the large geographic 
size of  the market and frequent 
mismatch of  supply and 
demand, operating margins are 
typically in the range of  18 to 
20 percent. Even in cautious 
times such as these, margins are 
normally in the range of  12 to 
15 percent.  

In d i a ’ s 
homegrown 
l o g i s t i c s 

service sector is 
set for further 
consolidation 
and capacity 
expansion by 
larger players 
d e s p i t e  a 
more difficult 
environment for 

raising money than before the global 
recession and a generally cautious outlook 
on business volumes. 

An August survey of major Indian 
LSPs carried out by Insight Consultants 
in collaboration with Supply Chain Asia 
magazine indicated while funding for 
working capital was harder to come by than 
two years ago, a majority of major domestic 
LSPs are planning capacity expansion or 
an acquisition over the coming six to nine 
months. 

Like elsewhere, India’s big cargo players 
were hit hard by the global downturn. Air 
cargo, container shipping and freight 
forwarding companies saw sales turnover 
fall and some companies reporting negative 
profitability for the first time since they were 
founded. Aegis Logistics, Varun Shipping, 
Shipping Corporation of India and All Cargo 
Global reported declines in sales turnover 
over the course of the recession, while Blue 
Dart, Essar, Mercator Lines, Gati and Varun 
reported significant drops in profit. 

As the table of financials on page 43 
shows, the declines in sales/profitability of 
many major Indian LSPs over the past three 
financial years has been sizeable.

However, several companies managed 
to remain profitable or increase profits over 
the course of the downturn despite drops in 
turnover. Aegis Logistics saw profit margin 
grow by 35 percent over the two year period 
from March 2008 to March 2010, while 
All Cargo Global saw profit margin grow 
by 20 percent from December 2007 to 
December 2009.

Growth in profitability for Aegis is 
attributed to focus on core competencies 
in provision of logistics for liquids and 
industrial gases and hiving off non-core 
assets. 

Bright future
Most of the larger Indian LSPs see a bright 
future going forward and most are still in 



relatively good cash positions following 
the private equity and stock market boom 
up to 2007. 

Mercator Lines, for instance – India’s 
second largest private sector shipping 
company by annual tonnage handled – 
believes while profits will remain under 
pressure for some time, its strong cash 
position ($134m at the end of 2009) 
means it is well positioned to honour 
commitments and explore further growth 
opportunities likely to emerge in the 
medium to long-term. Others, such 
as Arshiya International and Gateway 
Distriparks, have made no secret of plans to 
make suitable acquisitions and aggressively 
add new business lines. 

Although bold strategies for growth are 
still very much on the cards, investment in 
areas such as human resources and IT is 
clearly taking a backseat for the time being. 
Over the course of the recession, top Indian 
LSPs retrenched an average ten percent of 
their workforces, while implementation of 
modern IT systems remains a pipe dream 
for most. Meanwhile, a noticeable pre-
recession trend to move out senior company 

‘cadres’ in favour of industry professionals 
to modernise businesses also appears to 
have slowed. 

Demand for one-stop service
The desire for scale on the part of larger 
players, materialising in the form of 
partnerships or acquisitions, is partly a 
result of changing customer demands. 
Larger customer contracts looking for 
larger service providers are emerging, and 
customers are vetting prospective business 
partners like never before. 

Customers are taking note and rewarding 
companies that offer a wider range of  
supply chain services. A good example 
is Goel Roadways, a typical family-run 
road transportation company but one that 
offers complementary services such as port 
handling and customs clearance, enabling 
it to provide end-to-end solutions for 
project logistics work. Ruby InfraLogistics 
– the special purpose company it set up 
to handle full project logistics for a power 
plant for Jindal Steel & Power – is fast 
expanding and actively seeking tie-ups with 
peers to win more large contracts.

While results of the private equity 
investment and stock market boom prior 
to the recession are still around to support 
industry consolidation in all its forms, the 
inherent profitability of logistics business 
in the Indian market is an important factor 
as well. Although disorganised, and despite 
the large geographic size of the market 
and frequent mismatch of supply and 
demand, operating margins are typically 
in the range of 18 to 20 percent. Even in 
times of caution such as these, margins 
are normally in the range of 12 to 15 
percent.       

Company Period ended Sales Sales growth Profits Profit growth 
  (US$m) over three years (US$m.) over three years
   in percent  in percent

Aegis Logistics March 2010 64.89 (22)* 9.15 12

Varun Shipping March 2010 192.13 (9) 26.7 (44.4)

Shipping Corporation March 2010 736.81 (7) 101.28 (42)

Mercator Lines December 2009 283.40 (20) 44 (32)

Blue Dart December 2009 193.19 12 12.98 (14)

TCI March 2010 323.62 25 8.94 27

Gati June 2009 168.09 39 (4.04) (187)

Gateway Distripark March 2010 111 95 17.7 (4.6)

CONCOR March 2010 790 10.2 243 30

All major domestic December 2009 438.51 (11) 30 15 
cargo players 
(last two financial years 
to December 2009)

Top Indian LSPs – three-year financial data

* Figures in brackets are minus values

Source: Insight Consultants

Over the course of  the 
recession, top Indian LSPs 
retrenched an average ten percent 
of  their workforces. A noticeable 
pre-recession trend to move out 
senior company ‘cadres’ and bring 
in more industry professionals to 
modernise businesses also appears 
to be in decline.  
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expand capacity in some form over 
the coming six to nine months. Half 
of respondents said they were actively 
looking at capacity expansion through 
M&A. 

of the global economy and global trade. 
Players specialised in shipping and air 
cargo are wary of the current revival in 
volumes and reluctant to make fresh 
capital investments.

investment in business expansion would 
not exceed $25m.  

companies conducted in May/June 

Key findings in a 
survey of the top  
20 homegrown LSPs 
in India

Size of planned investments*

Under $5m - 
35 percent

Above $25m - 
20 percent

$10-$25m - 
45 percent

Key investments in...

Working capital - 
42 percent Fleet expansion - 

23 percent

Strategic 
partnerships - 
28 percent

Others -7    
   percent

Market outlook (six to 12 months)

Negative - 
32 percent

Positive - 
26 percent

Cautiously positive - 
42 percent

2008, almost all players reported 
longer working capital cycles due to a 
different business environment for their 
customers. 

and financial institutions has become 
stricter and more collateral is required 
for short-term funding. 

contracts are still under discussion and 
evaluation. 

the export-import trade, are more careful 
in giving minimum volume commitments 
as there is still uncertainty over pick-up 
in demand.

interested in well-managed companies. 
However, valuations are currently 
not attractive for many Indian LSPs  
looking to raise funds by divesting 
shares.     

*August 2010 survey carried out by Insight Consultants. 

All values in US$

Kutbuddin Ujjainwala is a Mumbai-based  
investment banker



Agility – CEO, Asia Pacific
Air China Cargo – President
AMR Research – Research Director 
Amway Japan – Director, Product Supply
APL Logistics – Managing Director
Aramex – CEO
Audi China – Executive Director
BASF – Supply Chain Director,  
Asia Pacific
Bayer MaterialScience – Vice President, 
Logistics, APAC
BenQ – Associate Vice President
Cadbury Schweppes Asia Pacific – 
Regional Director, Supply Chain
Cathay Pacific Cargo – Director and 
General Manager, Cargo
CB Richard Ellis – Executive Director, 
Industrial & Logistics, China
Chery Automobile Company – Chairman & 
General Manager
Chevron Corp – Global Category Manager, 
Logistics
China FAW Group Corporation – CEO
China Federation of Logistics & 
Purchasing – Executive Vice Chairman
China Great Wall Computer –  
Product Director
Cisco Systems – Vice President, Demand 
Management & Planning
Coca-Cola Company – Strategic Manager, 
Logistics
Colgate-Palmolive Company – Manager, 
Global Transportation
Computer Associates – Vice President, 
Global Supply Chain & Logistics
Cornell University –  
EMBA Program Director
Cosco Container Lines –  
Managing Director
Cranfield University – MBA Programme 
Managing Director
Delphi Automotive Systems – Logistics 
Manager, Asia Pacific
DHL – Senior Vice President, Asia Pacific
Dole Food Company – Vice President, 
Strategic Sourcing & Logistics
Dongfeng Motor Corporation – President
Dow Chemical – Logistics Supply 
Manager, Asia Pacific
Dow Corning – Asia Logistics manager

Supply Chain Asia Magazine is widely regarded as the leading source of accurate, independent 
and specialist coverage of the supply chain and logistics industry and its development and 
application in Asia. 

A sample of our reader database

Accurate. Independent. Specialist.

Eastman Kodak Company – Director, 
Demand & Supply Planning
Emirates – Senior Vice President, Cargo 
Ernst & Young – Director, Customs & 
International Trade
Estee Lauder – Vice President, Asia 
Pacific Operations
ExxonMobil Chemical Co – Head of 
Supply Chain Improvement
FedEx Corp – Chief Economist
Fujitsu PC Asia Pacific –  
Head of Supply Chain
Goodyear Tire – Supply Chain, Logistics 
Manager, Global Sourcing
Grace Semiconductor Manufacturing 
Corporation – CEO & President
Halliburton Energy Services – Global 
Logistics Manager
Hapag Lloyd China – Managing Director
Hewlett Packard – Supply Chain Planning 
& Modeling Director
Hipro Electronics –  
Executive Vice President
Honeywell – Logistics Director ACS 
Hyundai Merchant Marine –  
Vice President
IBM Corporation – Vice President, 
Global Logistics
Intel (China) Ltd – President
Johnson & Johnson Medical – Regional 
Procurement Director
Kellogg School of Management –  
EMBA Director
Kitty Hawk – President & CEO
Korea Airports Corporation – General 
Manager, International Affairs
Kraft Foods – Director, DSD Supply Chain
Kuehne + Nagel – Managing Director, 
Asia Pacific
Lenovo – Vice President, Global Supply 
Chain
LG Electronics – General Manager, Global 
Logistics
LVMH Fashion Group – Supply Chain & 
Logistics Director Asia Pacific
Maersk – CEO, Greater China
Mattel Asia Pacific Sourcing – Senior Vice 
President
McDonald’s Corporation – Senior 
Manager, Global IT Supply Chain

Motorola Electronics – Director,  
Asia Fulfilment
Nestle – Vice President, Distribution
Newell Rubbermaid – Director, Global 
Transportation
Nike Inc – Director, International 
Transport & Trade
Nokia – Director, Global Sourcing
Oracle Systems – Director, Supply Chain 
Management
Panalpina World Transport – Regional 
Head of Operations, Greater China
Pfizer Inc – Director of Global  
Logistics Policy
Polo Ralph Lauren – Vice President, 
Distribution & Global Logistics
Proctor & Gamble – Associate Director, 
Global Physical Distribution
Reliance Logistics – President
Samsung Electronics – Senior Vice 
President
Sara Lee – Vice President, Operations
Shenzhen Airport Group – President
Shinagawa Refractories Australasia – 
Purchasing Manager
Sinochem – General Manager
Sony Electronics – Director of Sourcing 
Operations
Ssangyong Motor Company –  
President & CEO
Sun Microsystems –  
APAC Program Manager
Tesco – Group Corporate Affairs Director
Texas Instrument Inc – Director, Global 
Trade Compliance
HSBC – Head, Transport, Logistics & 
Construction, Asia Pacific
The TT Club – Regional Director
Toyota Motor Engineering & 
Manufacturing North America –  
Vice President of Purchasing
Tyco Healthcare – Vice President, 
Logistics
Unilever – Senior Vice President, Supply 
Chain AACEE
Wal-Mart – Senior Vice President & COO
Western Digital – President & CEO
Wyeth Pharmaceuticals – Director, Global 
Logistics Network Planning
Yale University – MBA Program Director



Containerisation in India lags way 
behind the developed world. It is a 
revealing statistic that a vast country 

of 1.2bn people generates barely 6.5m teu 
of box traffic in a year. 

Of this, Jawaharlal Nehru port (JNPT), 
near Mumbai, accounts for nearly two 
out of every three containers, with annual 
throughput of 4m teu. The other 11 
major ports, between them, struggle 
to reach 2m teu, while a handful of 
private ports, notably Mundra and  
Pipavav on the Gujarat coast, manage 
0.5m teu. 

JNPT ended fiscal 2009-10 with 
throughput of 4.061m teu, a 2.8 percent 
improvement on the previous financial year. 
It was a performance that took it to number  
25 in the ranking of the world’s top 
container ports. 

Of the three terminals at the port, 
the AP Moller-Maersk operated Gateway 
Terminals India notched 1.75m teu (43.2 
percent of the total throughput); the DP 
World-run Nhava Sheva International 
Container Terminal produced 1.53m teu 
(37.7 percent); and the state-run terminal 
contributed 780,000 teu (19.1 percent).

“The total cargo handled by us in 
2009-10 was 60.75mt (million tonnes), 
compared to 57.3mt in 2008-09, an 
increase of 6.02 percent in traffic over 
the previous fiscal,” said JNPT’s acting 
chairman Niraj Kumar. “Containerised 
cargo contributed 53.08mt, which was 
87.4 percent of our traffic.”

Integrated parking plaza 
A number of port development and 
infrastructure augmentation projects are 
in different stages of implementation, 
including an integrated parking plaza 
project that will ensure no trailers have to 
wait on the roads outside the port.

Three new super post-Panamax rail-
mounted quay cranes at the state-run 
terminal will replace the three old cranes 
acquired in 1989. They will increase 
handling capacity by 150,000 teu per 
annum in March 2011.

A fourth container terminal and a 

The Chennai Port Trust (ChPT) is planning a 5m teu per annum 
mega terminal that will quadruple the capacity of  the port. Nine 
international and domestic players have thrown their hats into the ring 
for the terminal, including DP World, Lanco Infratech, L&T Transport 
Private Development Project, Vadinar Oil Terminal, IL&FS Maritime 
Infrastructure Company, FGI International of  Malaysia, Navayuga 
Engineering Company, Mundra Port & SEZ, and a consortium led by 
infrastructure major GVK.  

By Shirish Nadkarni

Jaya Container Terminal at Colombo, the regional transhipment hub for the Indian sub-
continent



Developments in the 
container-handling arena in 
Cochin and Chennai could well 
deprive Colombo of  its status as 
regional container transhipment 
port for Indian sub-continental 
cargo, and could also attract 
Indian transhipment cargo away 
from other hubs like Singapore, 
Dubai and Salalah.  

marine chemical terminal in two phases 
are to be developed at an estimated cost of 
Rs67bn ($1.43bn).  The former, when it is 
commissioned, will increase the port’s box 
handling capacity by 4.8m teu.

Mega-terminal 
A similarly large container facility is being 
planned by the Chennai Port Trust (ChPT) 
– a 5m teu per annum mega-terminal, to 
be constructed on mainly reclaimed land, 
at an estimated cost of Rs36.86bn, which 
will quadruple the capacity of the port.

Nine international and domestic players 
have thrown their hats into the ring for the 
terminal, to be developed on the public-
private partnership model on a 30-year 
build, operate, transfer (BOT) concession. 
The firms in the fray include Dubai’s DP 
World, which runs the Chennai Container 
Terminal, one of the two box facilities 
already in operation at the port. 

The others are Lanco Infratech, L&T 
Transport Private Development Project, 
Vadinar Oil Terminal, IL&FS Maritime 
Infrastructure Company, FGI International of 
Malaysia, Navayuga Engineering Company, 
Mundra Port & SEZ, and a consortium led 
by infrastructure major GVK.

“The terminal will be India’s single 
largest by a wide margin and will also be 
the biggest in the region,” says ChPT’s 
chairman Capt Subhash Kumar. “It will 
have a quay length of two kilometres and 
an initial alongside depth of 18 metres, 
to be scaled up to 22 metres when the 
requirement presents itself.”

The terminal will come up to the 
north of the existing Bharathi Dock. 
ChPT’s contribution will be Rs5.61bn, 
which includes dredging, floating craft 
and navigational aids. The BOT operator 
will invest Rs31.25bn on the berth and 
breakwater construction, reclamation of 
the back-up area, handling equipment 
and development of other landside 
infrastructure.”

The project will be commissioned by 
2013, and will be fully operational by 
2017. Once it is up and running the overall 
capacity of Chennai port will rise to 8m 

teu, the biggest ever for containers at any 
port in India.

Another box facility is being planned in 
Tamil Nadu state, at Ennore, located about 
45km from Chennai. India’s 12th largest 
and only corporatised port will have a new 
1.5m teu terminal by the end of 2013 at 
an estimated cost of Rs14.18bn ($303m) 
on a 30-year BOT model.

The concession for the terminal was 
won by a four-member consortium led by 
Eredene Capital plc, which had bid for the 
project in partnership with Grup Marítim 
TCB SL of Barcelona. The Spanish port 
operator currently runs 13 terminals in six 
countries with a total installed capacity of 
4.5m teu.

The other members of the consortium 
were global construction group, Obrascón 
Huarte Lain SA, and one of India’s leading 
construction, power and engineering 
conglomerates, Lanco Infratech Ltd. The 
consortium was given a Letter of Award in 
relation to the project by Ennore Port Ltd.

The terminal will have a quay length of 
1,000 metres and an estimated throughput 
of 1.5m teu per annum. It will have a 15 
metre water depth at the berths and will be 
able to handle three container vessels of up 
to 8,000teu simultaneously. 

New Cochin facility 
A container facility that could well deprive 
Colombo of the status of a regional 
transhipment hub is the DP World-run 
International Container Transhipment 
Terminal (ICTT), which is coming up at 
Vallarpadam Island in Cochin, and is 
scheduled to launch commercial operations 
in August this year.

Current box handling operations at 
the Rajiv Gandhi Container Terminal on 
Willingdon Island in Cochin are likely to 
be shifted to the Rs21.18bn ($455m) 
Vallarpadam terminal in early-August. 

The new facility has set up the first 
six new generation rubber-tyred gantry 
cranes (RTGs) from a batch of 15 being 
manufactured by TGPC of Abu Dhabi and 
transported to the site in fully assembled 
condition.

The terminal is linked to the mainland 
by a new eight-lane highway that runs 
across 11 bridges, all of which have been 
completed. The finishing touches are 
being put on a 600 metre berth costing 
$150m.

Rail links 
Rail connectivity with a route length of 
8.86km from Edappally to Vallarpadam 
has already been completed by the state-
owned Rail Vikas Nigam Ltd so that 
boxes can be speedily evacuated from the 
terminal’s container yard and moved to 
inland destinations.

Once the terminal commences 
operations, a number of lines operating on 
the main East-West route would see sense 
in making calls at ICTT with cargo meant 
for southern Indian destinations. There 
would be savings of both time and money 
in taking to ICTT cargo that has thus far 
been transhipped at Colombo.

Developments in the container handling 
arena in Cochin and Chennai could well 
deprive Colombo of the status of the 
regional container transhipment port for 
Indian sub-continental cargo, and could 
also attract Indian transhipment cargo away 
from other hubs like Singapore, Dubai and 
Salalah.     

Shirish Nadkarni is the India correspondent 
of Supply Chain Asia magazine



The large potential of India’s air 
cargo sector is attracting interest 
from some of the biggest business 

names and personalities in the country. 
Both of the billionaire Ambani brothers 
have eyes for the sector. Elder brother 
Mukesh’s Reliance Industries Limited 
(RIL) is looking at setting up an air cargo 
company to handle merchandise produced 
at proposed special economic zones (SEZs) 
that the company is promoting in Navi 
Mumbai and Gurgaon in Haryana state. 
Younger brother Anil’s Dhirubhai Ambani 
Group (ADAG) is, meanwhile, widely 
rumoured to be looking at setting up an 
air cargo carrier. ADAG’s Reliance Capital 
already owns 44 percent of the Bangalore 
courier company DTDC and 31 percent of 
transport and logistics firm BLR India. 

Airports in India handled 1.7m tonnes 
of cargo from March 2009 to March 2010, 
according to government figures. With 
the global economy in some degree of 
recovery, volumes are expected to expand 
to 1.82m tonnes (international) and 0.86m 
(domestic) by 2011-12. The Airports 
Council International has forecast the 
market will grow at a CAGR of 11.5 percent 
from 2007-08 to 2011-12, with 12.2 
percent CAGR forecast for international 
and 10.15 percent for domestic. 

Poor infrastructure
The establishment and continuing 
development of new cargo hubs at 
Hyderabad, New Delhi and Nagpur is aimed 
at supporting this growth. With modern 
facilities and technologies, the hubs are 
intended to plot a new direction towards a 
modern air cargo sector in the country. 

The hubs are touted as international, 
state-of-the-art standard. Nagpur’s 
Babasaheb Ambedkar International Airport 
recently said it would install some six-
dozen Internet Protocol (IP) mega-pixel 
surveillance cameras to enhance security 
as part of its ongoing modernisation 
programme. This will be the first time 
the advanced IP cameras – closed circuit 
television cameras that use the Internet to 
transmit image data and control signals  – 
will be installed at a non-metro airport in 
India, and the first time three mega-pixel 
security cameras will be installed at any 
Indian airport.

The transformation of the airport at 
Nagpur is one of the largest transport 
and trade projects currently underway in 
India. The project has a large multimodal 
component and the new facility will offer 
integrated road and rail connectivity. 

While airport infrastructure upgrade 
programmes, including construction of new 

By TC Malhotra

Dhirubhai Ambani 
Group (ADAG) is 
rumoured to be looking 
at setting up an air cargo 
carrier. ADAG’s Reliance 
Capital already owns 44 
percent of  the Bangalore 
-based courier company 
DTDC and 31 percent of  

BLR India.  
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airports at Bangalore, Hyderabad and New 
Delhi, are underway across the country, 
the overall quality of aviation and air cargo 
facilities remains poor by international 
standards. Analysts believe significant 
additional investment is required to 
properly support growth. The need for 
upgrade of facilities at Chennai and Kolkata 
is noted as particularly acute. 

New airlines 
New cargo airlines and related air cargo 
companies are rapidly emerging in the 
country. Former Air Deccan head, Capt GR 
Gopinath, is currently seeking investors to 
launch a dedicated cargo airline, Deccan 
Cargo. Gopinath is looking to raise about 
$45m to fund the venture scheduled to 
launch early next year with nine leased 
Airbus 310s. At the same time, the Deccan 
Holdings-owned all-cargo airline Flyington 
Freighters – a start-up that operates out of 
Hyderabad – is planning to expand services 
to China, Europe, Africa and West Asia. 

Gopinath’s logistics venture, Deccan 
Express Logistics, has entered into an 
agreement with Hyderabad-based GMR 
Group to develop modern express cargo 
hubs at the GMR Hyderabad International 
Airport and Delhi International Airport. 

Gopinath’s other logistics venture, the 
Reliance Industries-invested Deccan 360, 
has appointed national service providers 
on a franchisee model and set up over 80 
service centres and eight surface hubs 
for operations. Touted the first logistics 
company in India to adopt and develop a 
hub-and-spoke model, Deccan 360 uses 
eight freighter aircraft and a fleet of over 
300 trucks and 850 vehicles nationwide. 

Government-owned Air India is also 
expanding its cargo fleet and network. Air 
India currently has two Airbus A310s and 
three converted Boeing B737 freighters 

but aims to have ten freighters in the skies 
by the end of the year. The airline has 
international air cargo services to Singapore, 
Bangkok, Hong Kong and mainland China, 
and is looking to launch services between 
India and New York, Dubai, Dammam 
(Saudi Arabia), Doha (Qatar), Amsterdam, 
Seoul, Tokyo, Dhaka, Toulouse (France) 
and Australia, while augmenting existing 
connections to Frankfurt and Paris.

Private sector airline, IndiGo, recently 
announced addition of a new Airbus A320 
to its fleet and will use the asset to add six 
new flights per week to its network. At the 
same time, Aryan Cargo Express, the New 
Delhi-based cargo airline start-up, plans to 
start global operations by October with two 
leased B747-400F aircraft from Iceland-
based Avion Aircraft Trading. Aryan Cargo 
will initially fly to Bangkok and Sharjah 
from New Delhi and expand from there 
over the course of the next fiscal year. The 
carrier has applied to lease two more A310 
aircraft from Air India. 

Kingfisher Cargo, a division of Kingfisher 
Airlines, already offers belly capacity on 
193 routes to 31 destinations across 
India. 

Major international airlines are also 
expanding operations to India. British 
Airways World Cargo (BAWC) recently 
launched direct B777 flights between 
London Heathrow and Hyderabad. BAWC 
will operate five flights per week, increasing 
cargo capacity to 2,500 tonnes per 
annum. Dubai-based Emirates, meanwhile, 
announced four additional weekly 
frequencies serving New Delhi.

There are reports of potential cargo tie-
ups between domestic and foreign air cargo 
concerns. Jet Airways is understood to be 
in talks with a foreign logistics company 
to set up a dedicated cargo service in  
the country. 

Government support 
The Indian federal government has not 
provided a specific figure for investment 
in the air cargo sector but some $10bn 
has been promised for development of 
overall aviation infrastructure. Airports 
are being developed on public-private 
partnership models bringing in much 
private investment as well. 

Other government plans will also 
provide a boost to the air cargo sector. 
The Directorate General of Civil Aviation 
(DGCA) is to issue more licences for private 
companies to get involved in air cargo. It 
is expected it may take two to three years 
before the effect of this regulatory change 
will be felt in the industry. 

The decision by government to increase 
the foreign direct investment (FDI) cap on 
the sector from 49 percent to 74 percent 
is also aimed at facilitating growth and 
development. This measure, in particular, is 
expected to raise the number of dedicated 
freighter aircraft in the country from the 
current number of just one dozen.      

TC Malhotra is the New Delhi correspondent 
of Supply Chain Asia magazine

The transformation of  the present airport at Nagpur is one 
of  the largest transport and trade projects currently underway in 
India. The project has a large multimodal component and the new 
facility will offer integrated road and rail connectivity.  

The Directorate General 
of  Civil Aviation (DGCA) is to 
issue more licences for private 
companies to get involved in air 
cargo. It is expected it may take 
two to three years before the 
effect of  this regulatory change 
will be felt in the industry.  
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Experience has shown that automated storage and order 
picking systems can deliver substantial operating savings 
in the DC while at the same time improving the quality of 
order fulfilment. What benefits exactly can be expected from 
automated systems within the Distribution Centre and how 
are such systems justified?

The major benefits of automated storage and order 
picking systems include: reduced labour costs; reduced 
dependency on labour availability; improved space efficiency; 
improved ergonomics and safety; more resilience for 
changing order profiles; extended facility life, and higher 
quality fulfilment.

Reduced labour costs
Automated storage and order picking systems reduce 
the need for labour and wheeled machinery in the DC.  
In automated Goods-to-Person order picking systems for 
example, the right goods are brought automatically to the 
person at the right time, walking is virtually eliminated and 
productivity when picking slower moving SKUs in particular 
can be ten times higher than with traditional zone picking 
or walk pick-to-pallet approaches.  

High productivity ergonomic Goods-to-Person pick stations 
minimise twisting and bending

Reduced dependency on labour availability
An increasing problem in distribution today is finding enough 
people to carry out the often-laborious task of picking and 
packing. Moreover, where labour resources are scarce, 
operations often have to contend with a high turnover of staff, 
which in turn leads to soaring training and administration 
costs and undermines quality. Higher productivity automated 
systems reduce the number of operators required for storage, 
picking and packing and provide a much higher degree of 
ergonomics which helps retain staff and maintain quality.

Improved space efficiency
By making maximum use of headroom and minimising 
aisle widths, automated storage systems for pallets, tote 
bins and cartons reduce footprint requirements for stock 
storage and with it land and building costs. Additionally, 
automated Goods-to-Person picking systems do not have 
a traditional pick face but rather draw SKUs directly from 
an automated buffer system which is significantly more 
space efficient.

Automated storage reduces space requirements and increases 
safety

Improved ergonomics and safety
With an increasing focus on OH&S and an ageing workforce, 
operations are coming under more pressure to provide a 
safe and ergonomic environment for operators. Safety and 
ergonomics are becoming increasingly important drivers 
for automation. Automated storage systems reduce the 
need for forklift trucks and eliminate the need to have pallet 
movements interleaved with other tasks such as order 
picking. Automated Goods-to-Person palletising stations 
provide for sliding rather than lifting of cases and eliminate 
walking.  Additionally, ergonomic pick from tote stations for 
small and split case items minimise bending and twisting, 
reducing injuries, complaints and lost time.

More resilient to changing order profiles
A general trend towards more SKUs, combined with 
increasing pressure to reduce store stock and optimise 
store shelf space, has dictated the need for more frequent 
smaller deliveries. In manual picking systems, more SKUs 
and smaller orders mean greater walking distances, 
which reduce productivity.  In contrast, automated Goods-
to-Person pick stations are equally productive for small 
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orders as they are for large orders and the productivity is 
independent of the number of SKUs.

Extended facility life
Automated systems deliver increased productivity and 
therefore a higher capacity for meeting future throughput 
requirements.  Automated storage allows for better use of 
existing space and automated picking systems do not have a 
pick face whose length increases with the number of SKUs.   
These things, combined with an increased resilience to 
changing order profiles, all contribute to extending the life 
of a facility. The opportunity to “sweat the existing assets” 
and delay a move to a new or different facility can often 
translate into significant savings.

Higher quality fulfilment
In automated picking systems, there is a greater degree 
of flexibility with respect to how and when an order is 
assembled.  So for example the ability of Goods-to-Person 
picking systems to build pallets in accordance with differing 
store requirements with equal productivity can translate 
into significant savings.  Moreover, automated Goods-to-
Person picking systems typically allow for any order to be 
picked at any time, improving response times and increasing 
fulfilment consistency and quality, all of which leads to higher 
customer satisfaction and ultimately increased sales.

Is automation right for your business?  Can it be 
justified?
In general, the justification or business case for an 
automated system will be based on comparing the 
automated option to one or more alternatives.  

The alternative may be to just continue as is, however, 
where an operation has outgrown its current facility, the 
comparison may be between moving now to a new manual 
site versus automating the existing site to prolong its life.   
Where an operation has to move to a new site in any case, 
the comparison may be between building a new manual site 
versus building a new automated site.

An automated system will require significantly more 
initial investment than a manual system, however potential 
associated savings in building and land costs need to 
be taken into account. Automated systems also require 
much higher maintenance costs including preventative 
maintenance, spare parts and breakdown support, which 
together can run to 5-10% of the initial investment per 
annum.  

Where do the savings come from?
1. Reduced labour costs, including recruitment and 

training costs
2. Savings in land and building costs

3. Improved capacity to meet future demands
4. Fewer Lost Time Injuries
5. Higher staff retention
6. Improved customer service

The higher productivity associated with automated systems 
leads to lower labour costs and this is a key driver in 
determining the feasibility of the higher investment. The 
savings in labour costs are very much dependent on the 
labour rate and the throughput of the system. The case for 
automation is much stronger for operations that run three 
shifts in a high labour cost area. In considering a labour 
rate for the business case evaluation, all associated costs 
including overtime payments and management, recruitment 
and training costs should be included. 

In most cases, automated systems require a much 
smaller footprint than manual systems. This may translate 
into direct cost savings from an immediate reduction 
in space usage or alternatively, it may allow a building 
expansion or a transfer to a new facility to be deferred. 

Finally, the business case for an automated system should 
consider not only the “hard” numbers such as labour and 
building cost savings but also the “second order” benefits of 
a safer, more ergonomic environment with improved delivery 
flexibility and response times. Although sometimes difficult 
to quantify, these benefits include less lost time through 
injury, increased staff retention rates and higher customer 
satisfaction, which leads to increased sales.     

SSI Schaefer was ranked number one system supplier 
for materials handling by the US industry magazine 
Modern Materials Handling. Ranking worldwide 
suppliers in the materials handling realm for the past 
13 years, this is the 4th consecutive year SSI Schaefer 
has received this award. 

Daifuku Co. retained the number two spot in 
the rankings. Dematic, Vanderlande Industries and 
Murata Machinery Ltd came in third, fourth and fifth 
position respectively. 

To qualify for the list, companies must be suppliers 
of materials handling systems, not just equipment 
providers. In addition to manufacturing at least two 
major handling system components, a company must 
also employ full-time staff that designs, installs and 
integrates materials handling systems.     
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Under a Free Trade Agreement 
(FTA) two or several countries 
agree to open their borders, giving 

businesses wider market access. Countries’ 
preferential treatment to each other takes 
the form of a reduction or removal of 
customs duties. These preferential tariffs 
can, for instance, allow a manufacturing 
plant to import intermediate material for 
production at a reduced or zero rate of duty. 
They can also help a sales team access 
an export market with a lower tariff than 
competitors operating outside the FTA 
area. They can give buyers bigger choice to 
source products from new territories. 

Traders in Asia have an increasing 
choice of FTAs. According to the Asia 
Regional Integration Centre, in July 2010, 
90 FTAs had been implemented across 
Asia. Another 25 have been signed but 
are not yet in effect and 119 are under 
consideration. Countries with the highest 
number of FTAs are Singapore (18); Japan, 
Thailand and India (11); China (10) and 
Korea (6).  At the centre of this ‘noodle 
bowl’, ASEAN is emerging as a regional 
hub for trade agreements. The multiplicity 
of FTAs in the region does not just bring 
opportunities, it also brings challenges. 

What are rules of origin?
Preferential rules of origin are selection 
criteria. They are used to determine the 
national origin of goods, particularly when 

a product is manufactured both from 
material sourced locally and imported. 
They are designed to prevent goods 
produced outside the FTA area benefiting 
from preferential treatment by simply 
transiting through the territories. Only 
products matching the rules of origin and 
shipped with a certificate of origin benefit 
from the FTA.

Broadly, there are three types of 
rules of origin. The change in tariff 
classification rule requires that products 
change tariff code after manufacturing. 
The value added content rule limits the 
value of imported material. The specific 
manufacturing process rule imposes a 
mandatory production process. FTAs often 
contain a mix of these rules.

Furthermore, each FTA has a different 
set of rules of origin. This can be challenging 
for traders operating in multiple export 
markets. To comply with several trade 
agreements, traders might need to change 
their business processes. For instance, 
they might need several production runs to 
comply with different rules of origin. Rules 
of origin can increase transaction costs 
so if the savings are too marginal traders 
sometimes prefer to pay the duty.

How difficult is it to implement?
Rules of origin are a challenging aspect of 
trade management. The change in tariff 
code might be the easier rule to implement 

What are the 
advantages of using a 
Free Trade Agreement?

“The countries in Asia with 
the highest number of  FTAs are: 
Singapore (18); Japan, Thailand 
and India (11); China (10) and 
Korea (6).  At the centre of  this 
FTA noodle bowl, ASEAN is 
emerging as a regional hub for 
trade agreements. The multiplicity 
of  FTAs in the region does not 
just bring opportunities, it also 
brings challenges.” 

Free Trade Agreements (FTAs) offer advantages above and beyond 
simply saving money on customs duties but implementing rules of  
origin can be challenging

By Catherine Truel

as long as the classification of goods is 
sound. The manufacturing process rule 
requires record of the production process, 
usually available in-house. However, the 
added value content rule demands a 
detailed costing allocation for products. 
This might be difficult to produce without 
a cost accounting system. 

The scope of the compliance exercise 
will depend on factors such as: the type 
of rules of origin, the number of trade 
agreements, the variety of products, the 
complexity of the bill of material and the 
duty rate. Internal expertise with qualified 
staff is always an asset but in this case, 
the investment is likely to pay for itself by 
generating savings. Accurate classification 
is fundamental as most rules of origin are 
determined at the HS code level. A sound 
data and information management system 
is also critical to keep an audit trail. Trade 
management software can be extremely 
useful to help with compliance and in some 
cases simply indispensable.     

Catherine can be contacted at  
ctruel@intltradeinstrument.org
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A group of books this 
issue that come from 
respected thinkers 

and all deal, in one way or 
another, with the state of 

Asia in the wake of the global financial 
crisis. While the West has seemingly 
borne the brunt of the crisis, the events 
of the past two years indicate that some 
rethinking on the future needs to occur 
in Asia too. 

As chairman of Morgan Stanley Asia, 
Stephen Roach has long been issuing 
research notes on Asia. This book is 
essentially a collected highlights of those 
notes across the past few years. Roach 
argues Asia‘s explosive growth has been 
based on a massive ‘bet’, based on the 
region’s deep integration with the global 
economy. However, that bet looks risky 
now that the global economy has faltered. 

Indeed, Asia is now seeking to reverse 
that consensus but far from being able to 
‘decouple’, Asia remains export-led and 
even more firmly wedded to the West than 
previously. 

This means the future is even more 
uncertain for Asia than it was during the 
1997/98 Asian Financial Crisis. Roach 
has a lot to say on the future of US-China 
relations and in his view, the future of 
trade relations between the two continental 
economies is likely to be rocky. However, 
he also analyses Japan, India, Korea and 
Southeast Asia. His conclusion? The last 
30 years of export and investment-led 
growth must yield to a more balanced 
macro structure with an emphasis on 
domestic consumption. For those that 
believe that Asia has ‘de–coupled’ from 
the world economy – and there are many 
– Roach will make uncomfortable but 
essential reading.

A world of ‘co-equals’
Simon Tay’s Asia Alone is a clarion call for 
Asia to continue the ‘decoupling’ debate. 
Indeed, Tay believes that it is imperative 
that Asia swiftly decouples from the US as 
the continent rises and America is no longer 
the sole superpower. The future needs to 
be re-imagined and a new relationship 
worked out in a more integrated world. 

By Paul French

Stephen Roach on the 
Next Asia: Opportunities 
and Challenges for a New 
Globalization 
(John Wiley, 2010)
Stephen Roach

Roach argues Asia‘s explosive growth has been based on a massive 
‘bet’, based on the region’s deep integration with the global economy. 
However, that bet looks risky now that the global economy has faltered. 
Indeed, Asia is now seeking to reverse that consensus but far from 

wedded to the West than previously.  

Asia Alone: The Dangerous Post-
Crisis Divide from America 
(John Wiley, 2010)
Simon Tay

In Asia Alone, the author – an associate 
professor at the Singapore Institute of 
International Affairs – envisages a world 
of ‘co-equals’ who can either become rivals 
to the detriment of both sides or forge a 
new partnership based on greater unity 
and cooperation. Naturally, Tay favours the 
latter option. He especially believes that 
a negotiated decoupling and new, more 
equitable, relationship could lead to more 
joined up global government on issues of 
mutual concern such as the environment 



Doing the business
Of course, whatever happens, business 
people have to go on getting up everyday 
and doing business; but now they have 
to acknowledge it’s a new world. Doing 
Business in China by Chris Torrens (part 
of The Economist magazine’s book series) 

is really the first ‘post-crisis’ guide to the 
business landscape in China. In that sense, 
Torrens (by day a North Asia specialist 
with the consultancy Control Risks) 
encompasses a lot of detail and advice 
that previous ‘how to’ guides only skimmed 
over – ethics, corporate responsibility, and 
how to mend often-fractious relations with 
Chinese business partners. 

The world keeps turning, relations never 
stand still but keep evolving and market 
cycles persist. This recent crop of books on 
Asia seek to understand and interpret those 
evolving markets and relationships to try 
and stay one step ahead of the game – as 
the ancient Greek philosopher Heraclitus 
said, “Change is the only constant”.     

Paul French is the Shanghai-based founder 
of Access Asia

and trade policy. 
Ian Bremmer is one of those big thinkers 

who seems to be able to deal with the big 
picture. He’s the president of Eurasia 
Group, the global political risk research and 
consulting firm. Bremmer confronts the 
issue many globally and in Asia have sought 
to duck: the democracies and free markets 
look weak now, China looks strong. Is this, 
as Bremmer’s title suggests, The End of 
the Free Market? Bremmer argues that, 
“China is using state-owned companies, 
privately-owned national champions, and 

state-dominated investment funds to 
distort the performance of markets for 
political advantage”. He notes that they 
are not just doing this within China but now 
internationally as Beijing scours the earth 
for commodities and minerals. Ultimately 
Bremmer thinks this moment of strength 
for ‘state capitalism’ and ‘central planning’ 
will be short-lived and that the market will 
re-assert itself whether governments like 
it or not. 

The End of the Free Market: 
Who Wins the War Between 
States and Corporations? 
(Viking, 2010)
Ian Bremmer

Ian Bremmer is one 
of  those big thinkers 
who seems to be able to 
deal with the big picture. 
He confronts the issue 
many globally and in Asia 
have sought to duck: the 
democracies and free 
markets look weak now, 
China looks strong. Is 
this, as Bremmer’s title 
suggests, The End of  the 

Free Market?  

Doing Business in China 
(Economist Books, 2010)
Chris Torrens



The Carbon Disclosure Project’s (CDP) 
Supply Chain Report 2010 saw 
44 member companies of CDP’s 

Supply Chain Program reach out to 1402 
suppliers about their carbon reduction 
and climate change  initiatives. CDP 
Supply Chain Program member companies 
include Acer, Boeing, Carrefour, Dell, 
Hewlett-Packard, Johnson & Johnson, 
L’Oreal, Rolls-Royce, Unilever and Sony 
Corporation. Of suppliers that responded to 
the survey, 17 percent were based in Asia. 
Here are some interesting and key findings 
from the report.     

Energy efficiency

Supplier approaches to reducing GHG 
emissions

72%

Process improvement

40%

Renewable energy

22%

Offsets

2%

Others

12%

1%

Sequestration

Companies with a GHG emissions and/
or energy reduction plan

Suppliers 2008

44% 56%

Suppliers 2009

56% 44%

Members 2009

90% 10%

Yes
No
Yes – Members
No – Members

Companies with a detailed GHG 
emissions and/or energy reduction 
target

Suppliers 2008

31% 69%

Suppliers 2009

38% 62%

Members 2009

82% 18%

Yes
No
Yes – Members
No – Members

Suppliers with absolute or intensity 
target in place

Suppliers 2008

70% 30%

Absolute
Intensity

Objectives by members for corporate 
climate change strategy
Efficiency

71%

Risk management

59%

Compliance

59%

Improve brand

41%

Differentiate products

41%

Cost

38%

Employee retention

24%

Members reporting exposure to risks 
related to climate change

Regulatory risks

89% 11%

Physical risks

82% 18%

Other risks

84% 16%

Yes
No or did not answer

Members with a corporate climate 
change strategy

63% 37%

Have a formal and documented strategy
Have some general guidelines
Do not have any strategy (0%)

Members with a board committee 
or other executive body with overall 
responsibility for climate change

91% 9%

Yes
No or did not respond

2008 and 2009 strategy for engaging 
with their own suppliers about their 
GHG emissions

Suppliers 2008

26% 74%

Suppliers 2009

33% 67%

Members 2009

88% 12%

Yes
No

Yes – Members
No – Members

2008 and 2009 companies providing 
incentives for attainment of climate 
change targets

Suppliers 2008

26% 74%

Suppliers 2009

28% 72%

Members 2009

84% 16%

Yes
No

Yes – Members
No – Members
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