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about us
Supply Chain asia is a not-for-profit professional 

body dedicated to bringing supply chain and logistics 
professionals in asia together. Our vision is to create 

platforms whereby members of the community can come 
together to network, share and learn from one another. 
Our focus is to enable the development of collaborative 
relationships and partnerships. Our mission is to make 

Supply Chain asia your community of choice.

Vision
Connect. Communicate. Collaborate.

By empowering members with platforms to apply these 
three crucial Cs, Supply Chain asia intends to be the 
Community of Choice for logistics and Supply Chain 

professionals living and working in asia.

Join Us in oUr QUest to 
Raise the PRofile of the 

suPPly Chain & logistiCs indUstry 
Be a part of Supply Chain Asia Corporate Endorser Programme (CEP) and support our work to raise the profile 

and professionalism of the supply chain and logistics industry. As a not-for-profit entity, SCA relies on the goodwill 
of many organisations to build up a community that shares knowledge, improves networking and enhances the 

image and career development of professionals in the most dynamic industry. As a member of CEP, you can 
expect SCA’s unequivocal support in various areas, such as advertisements in our widely read SCA magazine, 

co-hosting of events as well as active participation in various major events and activities. If you are keen to find 
out more about our CEP, you can reach out to us at admin@supplychainasia.org. Together, we can make the 

industry an even more exciting and passion-driven sector in the region.

Corporate endorser 

sCa

programme

PLAtInUM GoLd sILVeR

contact Us

for more details

admin@sUpplYCHainasia.org
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Asia’s manufacturing still going 
strong

March proved another month of solid 
growth for factories across Asia, rounding 
off a strong quarter for the world’s 
manufacturers, even as exporters fear a 
rise in US protectionism could crush global 
trade recovery.

China again led the way, with an official 
manufacturing index expanding at 
the fastest pace in nearly five years, 
while factory surveys in April showed 
encouraging growth as well in Japan, India 
and much of emerging Asia.

Higher commodities prices and a 
global thirst for electronic gadgets have 
helped boost the value of exports, but 
many countries are reporting stronger 
sales volumes as well, even as the US 
administration starts to flex its muscles on 
trade.

Alibaba setting up logistics hub in Malaysia

e-Commerce giant Alibaba Group will set up a regional logistics hub in Kuala Lumpur 
that is expected to propel small and medium-sized enterprises (SMEs) into the online 
marketplace.

The “e-fulfilment hub” – a logistics hub with warehousing facilities – will be located within 
Malaysia’s Digital Free Trade Zone (DFTZ), which was launched in March by Prime Minister 
Najib Razak and Alibaba founder Jack Ma.

The DFTZ will be overseen by Alibaba and the Malaysia Digital Economy Corporation. The 
world’s largest retailer also inked four memorandums of understanding with Malaysia. 
They involve a logistics hub with centralised customs clearance to speed up imports 
and exports; an online cross-border trading services platform linking Malaysia directly to 
China’s Hangzhou e-commerce free trade area; cooperation in e-payment and financing; 
and developing talent through training and support for the digital economy.

Courts plans to leverage on e-commerce in Southeast Asia

Singapore-based retailer Courts has unveiled its plans to capitalise on the growth of 
e-commerce in Southeast Asia by rebuilding its online business, through a partnership 
with premier e-commerce agency SmartOSC.

The new strategy follows a recent revamping of its traditional brick and mortar stores 
to engage with customers more effectively. Hence, the brand now looks at shaping its 
e-commerce business, and move towards an integrated shopping experience both in-
store and online.

Under these new plans, Courts will further penetrate into Singapore’s growing e-commerce 
market, which is estimated to reach US$6.42bn by 2020, according to research firm 
Statista. The brand added that on an overall note, it has seen growth throughout Southeast 
Asia, most notably in Malaysia and Indonesia.

news 
snippets
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Asia supply chain gears up for 
next-generation smartphones

Green lights are flashing across Asia’s 
supply chain as factories and investors 
gear up for what is expected to be a pair 
of game-changing new phones from Apple 
and Samsung Electronics.

Makers of everything from glass to 
acoustics to pick-and-place tools – 
industrial tweezers capable of placing the 
tiniest of parts on motherboards – are 
joining the frenzy.

Hints from Tim Cook, Apple’s chief 
executive, have also prompted some 
expectations of an augmented reality 
component. The stage is set for “a robust 
augmented reality feature set that we 
believe will be key differentiator for the 10-
year anniversary iPhone”, wrote Goldman 
Sachs in a recent report.

H&M invests in supply chain as fashion rivalry intensifies

Cost controls helped H&M to limit a drop in quarterly pretax profit but the fashion chain 
said it was increasing investments this year as it tries to keep pace with its larger rival, 
Zara owner Inditex.

H&M, the world’s second-biggest fashion company, said conditions remained very 
tough in key European markets and in the US, with customers’ shopping behaviour and 
expectations changing rapidly. Earnings were dented by weaker than expected sales 
growth and bigger mark-downs and H&M shares fell five per cent.

After years of hectic expansion across the world, the Swedish company’s profitability has 
faltered as Inditex, Fast Retailing’s Uniqlo and online specialists, such as ASOS gain an 
edge in “fast fashion”. By turning over more new styles each year and having production 
closer to customers, they can quickly boost supplies of best-selling items. H&M’s supply 
chain lead times are around double those of Inditex, according to a recent report by 
Goldman Sachs.

Fintech firms see huge potential in e-commerce in Indonesia

KJP is short for Kartu Jakarta Pintar, or Jakarta Smart Card – a virtual wallet similar to 
Singapore’s CashCard. It was introduced by the Jakarta government as a welfare benefit 
for students from low-income families living in the capital. The KJP system was introduced 
in 2012 to disperse welfare funds and also to prevent the money from being embezzled by 
corrupt officials, or misuse by welfare beneficiaries.

With more than half a million cards issued, KJP holders make up the largest group of 
cashless payment users among Indonesia’s 250 million people. The country is projected 
to have 103.5 million people owning a smartphone this year, according to Hamburg-based 
online statistics firm Statisca, making Indonesia the third-largest smartphone market in 
the Asia Pacific after China and India.

Retail e-commerce sales in Indonesia totalled US$5.65bn (S$7.9bn) last year, up from 
US$4.61bn in 2015, said Statisca. The market research firm expects this figure to reach 
US$10.34bn in 2019.
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Asian gas guzzlers join together to drive down price of LNG

The world’s gas industry descended on Tokyo in April as a trio of Asian LNG buyers test 
their collective muscle in a push for more flexible long-term contracts for the fuel.

Korea Gas, Japan’s JERA and China National Offshore Oil Corp – whose joint liquefied 
natural gas volumes account for a third of global LNG trade – are attempting to cement a 
shift in power from producers to importers amid a supply glut that is expected to persist 
into the early 2020s.

Developing responses from LNG producers to the group’s alliance may also soon start to 
give clues as to who will win advantage as the fuel surplus puts pressure on suppliers to 
give buyers greater contractual freedom than they have had since the industry first began 
to ramp up in the 1970s.

Tackling Asia’s final technology frontier

A few years ago, mobile penetration was still hovering at single digits in Myanmar.

Today, more than 80 per cent of the population is digitally connected through smartphones, 
according to Hootsuite. 

Investors are taking note. At the country’s first Demo Day, hosted by accelerator 
Phandeeyar in Yangon recently, more than 200 people including foreign VCs showed up 
to hear start-ups giving their pitches. The presentations, the culmination of a rigorous six-
month training programme aimed at helping young entrepreneurs, materialise their ideas.

Tesla deal boosts Chinese presence 
in US auto tech

China’s Tencent Holdings Ltd has bought 
a five per cent stake in US electric car 
maker Tesla Inc for US$1.78bn, the latest 
investment by a Chinese internet company 
in the potentially lucrative market for self-
driving vehicles and related services.

Tencent’s investment, revealed in a US 
regulatory filing, provides Tesla with a 
deep-pocketed ally as it prepares to launch 
its mass-market Model 3. Tesla’s shares 
rose 2.7 per cent to US$277.45, closing 
in on Ford Motor Co as the second-
most-valuable U.S. auto company behind 
General Motors Co. Tencent also could 
help the US company sell - or even build 
- cars in China, the world’s largest auto 
market, analysts said.

American electric carmaker Tesla recently 
became the second-largest American 
automaker by market value after General 
Motors, outgrowing Ford Motor thanks 
mainly to brisk shipments of its electric 
vehicles.
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After nine tumultuous months of 
debates and discussions following 
Britons’ votes to leave the European 

Union (EU), the official Brexit process is 
finally under way. On 29th March, Prime 
Minister Theresa May dispatched a letter 
to the EU to invoke Article 50 of the EU 
treaty, marking the point at which Britain’s 
withdrawal from the union became all but 
inevitable. 

Article 50 comes with a two-year 
deadline however, but the EU has no 
incentive to make the separation easy 
or painless for Britain. With negotiating 
a full free-trade deal likely to take more 
than two years, the industry must make 
the necessary arrangements to meet 
upcoming challenges by the end of March 
2019. Should we expect Brexit to cause a 
challenging time for Asia as well?

What it means for the region

Britain’s move to formally begin divorce 
proceedings with the EU is unlikely to 
have much of an impact on Singapore or 
the wider Asian region. Analysts believe 
the separation will unlikely cause a stir in 
stock markets, and the industry can only 
expect further slides in the British pound.

However, with Asia benefitting from 
the last thirty years of expanding trade 
flows, Brexit will provide few upsides for 
the region. The industry can expect the 
following changes:

Rise of protectionist voices Exporters 
and investors frequently call for greater 
free trade between the EU and the rest 
of the world. With more protectionist 
voices in and outside of EU however, that 
influence has diminished. 

One less optimal trading option for 
Asia The UK’s attraction as a regional 
platform for many investors was based 
on its openness to non-EU investment, 
its physical and financial infrastructure, as 
well as unrestricted access to the wider 
EU market. Without the EU, the UK will 
face an uphill battle as it increasingly 
competes with European neighbours to 
lure Asian investment.

Uncertainty in trades Economies, such 
as Vietnam, that manufacture components 
for UK goods exported predominantly into 
the EU are exposed. Fortunately, the UK’s 
individual influence in Asia is marginal 
and Brexit is unlikely to have significant 
diplomatic ramifications in the region.

Future trade between UK and China 
is affected China is EU’s largest single 
trading partner. After Brexit, China will 
have huge leverage in any future trade 
talks with the UK itself. Views in China are 
split on the geopolitical impact of Brexit, 
but it is not a major concern. 

Over 1,000 Japanese companies doing 
business in the UK will take a wait-and-
see approach That uncertainty is likely 
to slow Japanese direct investment into 
the UK, at least, for the next few months. 
Automakers, like Nissan and Toyota, which 
are estimated to employ as many as 
140,000 people directly or indirectly in the 
UK, are likely to be particularly affected. 
However, even if companies decide to 
divest from the UK, this would be a gradual 
process in most industries, certainly in 
manufacturing and heavy industry, and 
would also depend on new incentives 
from the government. The impact of Brexit 
uncertainty on global markets could harm 
Japan’s already shaky growth prospects 
in the next two years, for instance, by 
discouraging consumption. 
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ItALIAn CUstoMs fAst CoRRIdoRs 
a reVOlutiOn that BenefitS aSian 

CarGO OWnerS

When the first train in the customs fast corridor ran between Contships’ sea 
gateway port of La Spezia and its inland-port in Melzo/Milan almost two years 
ago, a small industrial revolution took place in Italy. Before this moment, the 

customs port-related procedures had not exactly been renowned for working very 
efficiently – but times have changed. 

With support from the national government, the Italian maritime sector and logistics 
industry are pulling together to boost its competitiveness in southern Europe. One of the 
key drivers for this development is the introduction of a smooth import customs clearance 
procedure, by way of the customs fast corridor. 

When it comes to transit-times and the cost of importing cargo, two factors are most 
relevant: Firstly, the physical distance and the characteristics of the infrastructure between 
the sender and receiver. Secondly, the performance of the various links that are involved 
in the logistics supply chain. 

by La Spezia Container Terminal
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Top-notch technology

The performance of those links shows 
how the fast corridor can provide the 
lubrication to support the process. The 
ultimate objective is to move the customs-
clearance to the inland logistics hub 
without issuing any transit document at 
the entry port. Fast corridors are based 
on a highly tech-savvy container tracking 
technology that follows the movements 
of cargo. This is done through an efficient 
exchange of data between all the main 
players involved in the logistics supply 
chain process. The customs platform links 
several stakeholders within the supply 
chain, such as producers, beneficial 
cargo owners, the container terminal 
and intermodal transport operators, port 
authorities, ocean carriers and of course, 
customs.

Once a container is set to enter the fast 
corridor, it is possible to bypass some of 
the bureaucracy associated with customs 
formalities. Today, the import process 
involves a few stages only: before the 
ship arrives at the entry port, while the 
details of the cargo in the containers 
are submitted to the shipping line by the 
responsible party. Once the boxes are 
discharged, they are made available for 
loading on to the rail wagon or truck for 
onward transportation to the customer. 
To make sure that all parties involved are 
aware of every step in the transport chain, 
information about the departure of the 
train/truck is sent to customs through the 
customs digital platform named AIDA. 

For every train or truck journey, once the 
respective mode of transport has entered 
the inland logistics hub, a supervisor 
communicates to AIDA to signal the end 
of the trip. After which, a notice then is 
sent informing all parties involved that 
the container has arrived. The logistics 
operator is therefore able to prepare the 
customs declaration before the cargo 
reaches the final destination, making 
immediate customs clearance possible, 
as soon as the goods physically enter the 
inland terminal.

Intermodal connectivity is key

This process can greatly improve import 
transit-times and reduce costs. It therefore 
facilitates and supports a more streamlined 
freight process for the entire supply chain. 
The results are clear: since June 2015, 
when the Italian maritime sector and 
Contship Italia introduced the fast corridor 
between its flagship terminal in La Spezia 
(LSCT) and its inland rail-hub in Melzo/
Milan, the gateway-port has developed 
into one of the most competitive hubs 
connecting more than 40 Asian ports every 
week. Today, it serves as a main gateway 
for cargo leaving or entering south Europe, 
including Switzerland, southern Germany 
and of course, the north Italian main 
markets. 

The future is digital

The world of containerisation continues 
to evolve. What was deemed impossible 
in the past is now made possible. The fast 
corridor illustrates clearly that efficient 
intermodal connectivity streamlines 
the entire process of multimodal 
transportation, offering reduced idle time 
and associated costs. Digital technology 
has made it possible for Asian cargo to 
reach the European market quickly and 
efficiently with minimal effort. Monitoring 
the cargo in real-time, enabled by an 
updated rail network, technology and the 
integral exchange of data across multiple 
public and private control centres, is 
now considered the ‘new normal’. The 
digitalisation of the whole process is the 
‘internet of logistics’.

However, no matter how smooth the data 
exchange is, the human factor continues 
to be key to the whole process working 
efficiently, with all stakeholders both big 
and small, having a crucial role in ensuring 
that it benefits everyone at all levels. 
This leads to a more cohesive business 
environment for the entire industry, and 
offers Asian cargo owners the ability 
to further enhance their integrated 
connections for Italy and southern Europe.

Working with reliable logistics partners 
with knowledge and experience remains 
of utmost importance to ensure that the 
job gets done in the right way. This is 
especially true for integrated transport 
services, which are highly reliant on 
interconnected networks. 

No matter how big the distance, the fast 
corridor facilitates an efficient port-to-door 
integrated transport process that really 
can “bring the ship to the factory”.

About the Author

La Spezia Container Terminal (LSCT) 
is Italy’s leading container terminal in 
terms of technology, efficiency, quality 
of services and innovation. Constant 
growth thanks to its geographical location, 
powerful intermodal links, operations 
know-how and management expertise 
makes LSCT the best gateway to Northern 
Italian and Southern Europe markets.
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Growth presents challenges. But with the right automation, there’s no limit to where your 

intralogistics operation can take you. Swisslog offers the widest spectrum of automation 

solutions; from tote to pallet based, from goods to person technologies to advanced robotics.

However you grow, grow smart with Swisslog. 

Discover more at swisslog.com/GrowSmart 
     
    wds.sea@swisslog.com 

GROW SMART
SEE HOW FAR YOU’LL 
RISE WITH THE RIGHT 
AUTOMATION.



VR And AR: a game CHanger in 
retail and sUpplY CHain? 

For years, supply chain has been the 
‘working man’s’ function in most 
organisations. Physically moving 

products from supplier to customer was 
a hard slog of partner negotiations and 
incremental gains. The core competency 
was managing the trade-offs between the 
often competing interests of customer 
needs and profitability. 

The combination of the Internet of Things 
(IoT) and the digitisation of information 
is providing the momentum for the next 
wave of operating improvements and 
new operating models as organisations 
(and supply chains) seek breakthrough 
efficiencies and increasingly focus on the 
customer.

Leading supply chains have been 
implementing innovations – robots and co-
bots to work beside humans to complete 
repetitive tasks (Sawyer); autonomous 
vehicles to both operate independently 
within a warehouse (Keeva), as well on 
public roadways (OTTO); unmanned and 
autonomous ships (Rolls Royce); exo-
skeletons to support human movement 
and lifting (Boston Dynamics); and quad-
copters for deliveries, inspections and 
inventory counting. 

The arrival of VR and AR 

Virtual Reality (VR) and Augmented 
Reality (AR) have both emerged from the 
world of gaming and novelty to provide 
point solutions to improve supply chain 
operating efficiencies and offer better 
integration. 

VR has the power to provide an immersive 
experience for users, drawing them into 
a digital, 3D world. AR enhances the 
everyday – superimposing digital assets or 
images into the real world – think Google 
Glass or Pokemon Go. The technology is 
primarily visual but has the potential to 
include audio and perhaps other sensory 
information, like touch, in the future.

While Google Glass came tantalisingly 
close to merging the real world with 
technology, it fell short due to concerns 
with privacy and no clear idea behind 
its function, amongst others. AR in a 
similar form has now re-emerged in the 
warehouse. 

Organisations, such as DHL, drive 
warehouse efficiencies through scene 
recognition during the order picking 
process. Vision picking enables hands free 
order picking at a faster pace with reduced 
errors.

In service management, Volkswagen has 
developed MARTA, a service manual AR 
application replacing paper manuals with 
a Mobile Augmented Reality Technical 
Assistance application in 3D showing how 
to complete a repair job.

Microsoft HoloLens links reality and 
technology by integrating VR with AR. 
Instead of creating a virtual reality in an 
enclosed computer animated space, 
HoloLens takes the actual surroundings 
and augments it. 

JAL is using HoloLens to train mechanics 
on parts and pilots on panel instrumentation 
using a blend of 3D holographics with 
the real world, navigated through voice 
commands. HoloLens details components 
and devices in 3D as if the component was 
in front of the user in the physical world. 

by Craig Rawlings, Head of Supply Chain Consulting, KPMG (Singapore)
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Warehouse Labor 
Management™

“We were able to reduce our workforce  
by 20%, but actually increase throughput.  
We estimated that has saved us about  
a million dollars”
John Guy, Vice President of Supply Chain and Distribution, 
Briggs and Stratton Corporation

Read more about how 
JDA’s labor management 
solution can help your business 
here: jda.com/wlm-sca



Increasing focus on the customer

While many VR and AR innovations for 
supply chain are focused on cost and 
efficiency, being responsive to the needs 
of customers at every point of the buying 
journey and improving the customer 
experience is also becoming more 
important. 

It is particularly useful for customer 
engagement – providing instant 
information in a more easily understood 
and flexible format; and greater emotional 
resonance to objects and topics through an 
immersive, more compelling hypothetical 
experience in real time without the need 
for prototyping.

IKEA, for example, allows customers to 
visualise their products to see how the 
colour and form match with other items. 
They have created an AR catalogue 
allowing customers to view an image of 
their furniture and other products as it 
would appear in their environment. 

Similarly, retailer Uniqlo’s Magic Mirror 
offers shoppers the ability to imagine 
their colour choices on a single silhouette 
without having to change their garments, 
and Converse Sampler allows customers 
to imagine what a product would look like 
on their feet by pointing the smart phone 
camera at their legs and receiving a visual 
reference.

One of China’s largest online grocery 
businesses, Yihaodian, built over one 
thousand virtual shops in several public 
places using AR. Customers with the 
Yihaodian app can browse and shop in the 
virtual store before purchasing and having 
the item delivered. 

Used with smart analytics, insights 
provided by AR and VR into a customer’s 
buying interests and likelihood of purchase 
makes it possible to pre-empt a sale and 
mobilise the supply chain accordingly. 

Amazon’s success stems partially from 
using information from an individual 
customer’s page views and buying history 
to predict future purchase decisions. Stock 
in their supply chain is then repositioned 
to respond quickly when the customer 
makes the purchasing decision. 

Strategic implications

Successful organisations who align with 
the customer fundamentally change how 
they operate in their own ecosystem. 

They:
— move towards hyper customer 
centricity, sensing real time market shifts 
at a far more granular level;

— create a seamless cross channel 
customer experience integrated at the 
front and back end;

— provide agile, demand driven supply 
chains that pivot around customer needs;

— provide a fully integrated online and 
offline digital experience; and

— pervasively use smart technologies 
and analytics to bring it all together.

However, it is not all good news. A recent 
KPMG study estimates that the risks 
stemming from AR and VR technologies 
could generate potential losses to the 
value of US$20bn by 2020. For example, 
consumers may suffer accidents whilst 
playing AR games and companies will 
increasingly become responsible for 
securely storing ever more sensitive 
information, such as location data. 

As the technologies evolve, companies 
using them will need insurance for 
personal accidents, business reputation 
damage or enhanced data security cover. 
Whilst insurers are unlikely to cover the 
entirety of this US$20bn risk, there is a 
huge new market at stake. 

A game changer?

VR and AR is a nascent business 
technology and it is not a game changer – 
yet. There is a clear first mover advantage 
to be had both in terms of customer 
differentiation and unlocking early 
operational performance benefits. 

Getting to this stage will take time, but 
with the increasing pace of platform 
development and integration, this may be 
sooner than many will expect.

The views and opinions are the author’s 
and do not necessarily represent the 
views and opinions of KPMG in Singapore.

About the Author

Craig has focused his entire career on 
transforming organisations through 
innovation, lately focusing on disruptive 
digital solutions, including blockchain, 
smart contracts, analytics and machine 
learning. 

He is a firm believer that the business 
landscape is fundamentally changing 
and that success will be achieved by 
understanding customer needs deeply, 
and creating nimble organisational 
capabilities built on digital solutions and 
insights.
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how MeGA-ReGIonAL tRAde & InVestMent 
InItIAtIVes In AsIA Will Shape BuSineSS 

StrateGy in aSean anD BeyOnD
by Andrew Staples, Director, The Economist Corporate Network

ASEAN economies have been at the forefront of the emerging markets success story of the past two decades and, taken as a 
whole, ASEAN is one of the fastest growing large economy today. But as the Chinese economy slows and restructures, ASEAN 
economies will need to make the next leap forward.  Mega-regional initiatives, such as China’s “one belt, one road” (OBOR), will 

provide the push.

The heart of Silk Road Economic Belt

China’s president, Xi Jinping, began floating the ideas of a “Silk Road Economic Belt” and a “21st Century Maritime Silk Road” in late 
2013. The belt will run westward overland through Central Asia and onward to Europe, while the road will flow through the South China 
Sea and then westward towards Europe, with proposed stops in Southeast Asia, South Asia and Africa. These two ideas were eventually 
combined as OBOR. 
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The belt and road will be realised through 
the development of physical infrastructure 
in over 60 countries. The numbers are as 
big as the ambition: OBOR will directly 
affect economies with a collective gross 
domestic product (GDP) of US$2tr 
(approximately 40 per cent of global GDP) 
and over four billion people. The OBOR 
initiative is part of a broader strategic 
push by China to promote connectivity 
and development through economic 
engagement and investment along the 
two trading routes. 

What are the potential benefits?

The World Bank has pointed out that OBOR 
could stimulate Asian and global economic 
growth and make it more sustainable. In 
particular, countries along the corridor—
especially those with undeveloped 
infrastructure, low investment rates, and 
low per-capita incomes—could experience 
a boost in trade flows and benefit from 
infrastructure development.

Yet, self-interest also informs OBOR as a 
strategy that has the added attraction of 
supporting China’s domestic economy by 
boosting trade and creating new business 
opportunities for Chinese companies. 
For example, local Chinese firms are 
extremely well-positioned to win many of 
the overseas engineering projects—roads 
railways, ports and pipelines—that the 
new connectivity will demand. 

Meanwhile, improved transport links 
will benefit many Chinese exporters. 
Furthermore, aiding its neighbours’ 
development will create new overseas 
markets. For these reasons, some foreign 
observers have suggested that OBOR 
is a convenient outlet to export China’s 
growing industrial overcapacity. Indeed, 
some consider the OBOR project to be a 
domestic investment drive that principally 
benefits China’s provinces and companies. 

Is it all good news?

The OBOR plan has been greeted with 
open arms by Chinese provinces struggling 
in straitened financial circumstances. 
Sensing an opportunity to access central 
government funds, the majority of China’s 
31 provinces have already issued OBOR 
development plans for which they hope 
to obtain support.  These span roads, 
railways, airports and seaports, as well as 
trade and logistics centres. 

This rush for OBOR funds has raised 
some concerns, including the need 
to clarify what role the private sector 
will play in these projects. As Mr Han 
Willem Kotterman, COO, Telstra, notes, 
central government funding to subsidise 
infrastructure development is one thing, 
but subsidies for Chinese firms, for 
example equipment manufacturers to 
provide telecommunications connectivity 
along the routes, is a matter of concern 
for other market players. The scope and 
nature of the OBOR initiative is still fluid 
and likely to evolve over time. However, 
from the onset, given OBOR’s evident aim 
to expand Chinese influence throughout 
the region and export Chinese industrial 
expertise, the emerging strategy has led 
to comparisons with the US Marshall 
Plan—America’s own aid programme 
to help Europe rebuild after the second 
world war and strengthen US strategic 
influence through trade and development 
assistance. 

Unsurprisingly, the Chinese leadership has 
been quick to rebuff such comparisons. 
In fact, China’s president, Xi Jinping, has 
emphasised that the policy of “Three 
Nos” apply to China’s OBOR initiative, 
which are: 
•	 Does	not	interfere	in	the	internal	affairs	

of other nations 
•		Does	not	seek	to	increase	the	so-called	

“sphere of influence” 
•	 Does	 not	 strive	 for	 hegemony	 or	

dominance
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As Director for The Economist Corporate 
Network in Southeast Asia, Andrew 
provides members with insight and 
analysis on a range of topics related 
to ASEAN and the broader East Asian 
economy. 

He regularly chairs and moderates 
major Economist events, delivers 
custom briefings to senior executives 
(including Fortune 500 C-suite) and 
public figures (including heads of states) 
in his areas of expertise, which include 
international political economy, foreign 
direct investment, corporate strategy and 
comparative management, and regularly 
appears in the international media (BBC, 
CNN, Channel NewsAsia, Al Jazeera).

Banking on it 

OBOR, moreover, is presented as a 
departure from traditional aid donation 
programmes, such as the Marshall Plan. 
Instead, projects are expected to generate 
returns. Funding for the OBOR initiative will 
be supported by two recently established 
institutions, the Silk Road Fund (SRF) and 
the Asian Infrastructure Investment Bank 
(AIIB). 

The chair of the SRF, Jin Qi, has said that the 
fund will work in line with “market-oriented 
principles” and should generate adequate 
returns for its shareholders. The AIIB’s 
stated aims are to combine China’s core 
competencies in building infrastructure 
with its deep financial resources to help 
development in other parts of Asia. China 
will provide much of the US$100bn in 
proposed initial capital, which will be used 
to promote the construction in transport 
and communications infrastructure in 
poorer Asian countries. 

According to The Economist Corporate 
Network analysis, Indonesia stands to be 
the biggest beneficiary among the ASEAN 
economies, with approximately US$87.4bn 
identified in OBOR related pipeline 
infrastructure projects, roughly double the 
US$42bn each that the Philippines and 
Vietnam will host.

The AIIB is facing resistance from the 
US which has raised concerns regarding 
the lack of transparency and governance, 
and fears that the AIIB will compete with 
existing (and US-aligned) institutions, 
such as the World Bank, the International 
Monetary Fund (IMF) and the Asian 
Development Bank (ADB). 

The AIIB also faces the considerable 
challenge of getting up to speed. Mr 
Andrew Steel, Head of Asia Pacific, 
Corporations Ratings Group, Fitch Ratings, 
points out that the new bank has not yet 
appointed key personnel, does not yet 
have its policies and procedures in place 
and may find it difficult to communicate 
its competitive advantages in an already 
crowded and well established field. Asia’s 
infrastructure needs, however, are vast—
the ADB estimates that developing Asia 
requires over US$8tr in infrastructure 
spend this decade alone—and the AIIB 
has quickly gained momentum. 

By the end of 2015, 57 governments (20 
regional and 37 non-regional) had signed 
up as members. But the US and Japan 
remain aloof at present. OBOR is a hugely 
ambitious play by China in terms of scale 
and scope, and if successful, would have 
vast and deep implications for the region. 
Yet the challenges in implementation are 
great, not just operationally but politically 
too. Other countries may be happy to 
receive investment, but not at the cost 
of becoming overly reliant on China or 
upsetting traditional allies. 
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STEERING CRONER TOWARDS 
EFFICIENCY

On 1st March, UD Trucks launched Croner, an all-new medium duty truck, to 
continue its rich Japanese legacy of building the “truck that the world needs 
today”, specifically for its growth markets across Asia, Africa, Middle East and 

South America.

Croner is marketed as a reliable and versatile truck range built with robust and quality 
components delivering extra productivity and superior uptime. Named after the god 
of time in Greek mythology, Croner is engineered to help customers stay ahead of 
competition by focusing on timesaving.

“This means Croner spends less time in the workshop and has less maintenance and 
servicing requirements. Equipped with high-end telemetry, the new Croner makes every 
moment count, which maximises productivity and minimises downtime on every run 
our customers make,” explains Mr Kamlarp Sirikittiwatn, President at Volvo Group 
(Thailand).

In this interview with Supply Chain Asia, Mr Sirikittiwatn shares Volvo Group Truck 
business, his thoughts on the supply chain and logistics industry in Thailand and the 
region, as well as his opinions on the talent management in Asia.
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Can you share with the readers Volvo 
Group Truck business units?

Volvo Group has quite a few business 
areas and business units. When it comes 
to the trucking business, Volvo has four 
groups – Volvo trucks, UD trucks, Mack 
trucks and Renault trucks. Our latest truck, 
Croner, comes from UD.

The business strategy behind acquiring 
the different truck brands is because 
different markets have different demands. 
We need to make sure that we have 
the right brand and trucks to meet the 
various needs of each individual markets. 
For example, for the Thai market, we use 
UD and Volvo trucks. While UD trucks are 
more focused to provide the needs of 
the daily commodity, general cargo, and 
construction businesses, Volvo trucks 
meet the requirements of mining, heavy 
haulage, and dangerous goods transport 
with ADR standards. The group has an 
annual production capacity of 4,500 Volvo 
trucks and 20,000 UD trucks in Thailand.

Unfortunately, Thailand truck market 
has been on the decline over the past 
few years (for third year straight, 11.2 
per cent y-o-y to 15K units). Why is that?

The figures reflect a typical local economy. 
In 2015, the market declined, but then 
it showed positive growth for 2016. 
Last year, the heavy duty segment has 
increased by seven per cent, while the 
medium duty segment increased by 10 
per cent, which is a positive signal from 
the market.

The main reason for the much-improved 
market is the healthy local economy, 
coupled with the increase in infrastructure 
and construction projects initiated by the 
Thai government. 

In your opinion, what are the main 
challenges for the road freight industry 
in ASEAN?

It depends on the different individual 
countries. In reference to the logistics 
business as a whole, the main problem is 
efficiency. This is why when we develop 
our products, we have to focus on 
improving efficiency. This means Croner 
spends less time in the workshop and 
has less maintenance and servicing 
requirements. Equipped with high-
end telemetry, the new Croner makes 
every moment count, which maximises 
productivity and minimises downtime on 
every run our customers make.

Another major challenge is employing 
the right driver. Let’s face it, the driver 
will ultimately spend more time with the 
truck than with his or her family. It is more 
than knowing how to drive, but also how 
to operate the truck in the most efficient 
and safe way. It is also our responsibility to 
ensure drivers are properly trained. Also, 
if we look at Croner, it has an automatic 
transmission option that can be crucial 
for markets like South Africa where it is 
facing serious driver shortage due to the 
strenuous demands on drivers, especially 
in long haul driving. We can help to attract 
new blood to our industry by providing 
them with an option that boosts ease 
of drive and reduce fatigue for both the 
experienced and inexperienced drivers.

Ultimately, I believe that being a truck 
driver is all about embracing that feeling 
of responsibility. Think about it, you are 
driving a big truck, so you are responsible 
to drive safely and not cause danger to the 
society. In addition to not adopting risky 
driving behaviour, you must also know 
how to operate the engine in the best 
way possible way to enhance its efficiency 
capabilities. 
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If you compare Thailand’s infrastructure 
with other emerging markets, such as 
Vietnam and Indonesia, how would you 
rate it? Why?

Compared to Vietnam, in my opinion, 
Thailand’s logistics infrastructure is slightly 
more advanced. But sometimes, I feel it 
does not matter how good an infrastructure 
is. The transport operators must know how 
to operate their businesses and emphasise 
on how to drive their trucks efficiently and 
manage their warehouses successfully. 
Afterall, building a good infrastructure is 
about building good roads. It is not difficult 
for countries to catch up in that aspect. 
But for the transport operators to change 
their operations to work better and more 
efficiently is the headache.

You started your career in Volvo as a 
sales engineer. Can you share with 
us how Volvo helps local talent like 
yourself up the ranks?

Volvo is an international company offering a 
lot of opportunities to its employees. When 
you do your job well, you have a chance to 
move to other capacities to manage new 
tasks and step out of your comfort zone. 
That is the main talent development plan 
for Volvo. When you are good in a certain 
area, then it is time for you to learn to take 
up new responsibilities. 

For example, I started as a sales engineer 
presenting solutions to customers after 
graduating from Chulalongkorn University 
in 1999. Then I extended my career to 
fleet sales including the sales to Vietnam 
and Myanmar, before becoming the 
General Manager of Commercial Vehicle 
for Thailand in 2008. After 2011, I was 
promoted to the Vice President of Vehicle 
Sales and Marketing for Asia Oceania 
Sales (AOS) Region China based in Beijing, 
and then moved to the position of Vice 
President of Sales and Retail in Thailand. 

Tell us a bit more about yourself outside 
of Volvo.

I do play golf. I enjoy it, but I will never be 
good at it. I cook too. What you can find 
on the streets of Thai markets, I can make 
it. It may be nothing fancy, but when I am 
busy at work and I want to do something 
hands-on at home, then I will cook.
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THE TECHNOLOGY THAT DOES 
MORE THAN JUST TRACKING

Do you ever worry about a loved one’s commute? This is a common concern, 
regardless of the time and geography of the country. This was how Mr Nishith 
Rastogi, Co-Founder & CEO, Locus, came up with the idea of an efficient and 

easy-to-use travel safety app. Marketed as RideSafe, this real-time route deviation 
detection (R2D2) app will alert users and their intended family members as well as 
friends if the driver deviates from the intended route.

“In December 2014, post the infamous Uber incident that happened in Delhi, India, my 
sister was visiting Bengaluru late night from the airport. That got me very paranoid about 
her safety. This was how, together with Geet Garg, we came up with idea of Ridesafe, a 
mobile application specifically designed with a strong focus on women’s safety,” said the 
co-founder. 

In this issue of Supply Chain Asia magazine, Mr Rastogi shares how the R2D2 engine 
has evolved from ensuring women’s safety into the logistics sector.
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Have you always dreamt of starting a 
company? What eventually drove you 
to quit your day job and start Locus?

The world is full of infinite possibilities and 
countless opportunities. From the age of 
14, there have been various stints that I 
tried my hands on. But it is only in 2015 
that I took my entrepreneurial journey to 
the next level with Geet when we started 
RideSafe, a woman safety app, which then 
evolved into Locus. 

The reason behind quitting my day job was 
that, between the age of 25 and 50, I want 
to spend my time with a high energy and 
high calibre team. I want to bring together 
a team that is driven by innovation, and 
this is why Locus spends so much time 
and effort in hiring the right talent. 

There are plenty of similar tracking 
software in the market today. What is 
different about Locus?

Locus is not just a tracking software. 
Locus is the intelligence behind logistics, 
which optimises operations to provide 
consistency, efficiency and transparency. 
It is a state-of-the-art decision-making 
platform for logistics that helps companies 
in their day-to-day operations by using our 
algorithms for load balancing and route 
planning. So all in all, Locus does not just 
tell you where your truck is, it tells you 
where your truck should be. 

Can you share with us more about 
Locus’ 3D Packing Engine?

Locus’ 3D packing engine called Packman 
works through algorithms, which give the 
best packing solution as an output. The 
required inputs are the measurements 
of the arbitrary 3D packages, as well 
as the quantity and measurements of 
the container on hand that will carry the 
packages. 

With the above inputs, the proprietary 
engine churns out the most effective 
loading plan and the summary of the 
packing performance. The engine shows 
how best to load one container, and/or 
how many containers would be needed 
to load a number of items. The engine 
also takes into consideration the fragility 
of the products being packed, giving 
the best suited loading plan with LIFO 
arrangements or the strongest or the 
heaviest products at the bottom and the 
lighter objects on top.
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Locus is basically an intelligent 
logistics automation platform. Why did 
you decide to focus on the logistics 
industry? Any personal experience you 
can share?

In December 2014, post the infamous 
Uber incident that happened in Delhi, 
India, my sister was visiting Bengaluru 
late night from the airport. That got me 
very paranoid about her safety. This was 
how, together with Geet, we came up 
with idea of Ridesafe, a mobile application 
specifically designed with a strong focus 
on women’s safety. 

Imagine our surprise when food tech 
companies started adopting RideSafe 
to track their delivery fleet in early 2015. 
Realising that there was a huge opportunity 
in this sphere with technological innovation 
largely absent, we launched Locus, a 
logistics automation platform. 

Why did you choose Singapore as 
your next target market? Which other 
countries are Locus already active in?

Singapore is one of the leading global 
hubs for business. The high level of 
infrastructure, connectivity, educated 
workforce and quick tech adoption ability 
are few of the reasons we were drawn to 
the country. It also serves as a reference 
market due to its geographic location as 
the other countries that we are looking to 
enter are Thailand and Indonesia. 

What are your thoughts on the next 
generation of logistics innovation/
technology? Are they practical and how 
soon could they take off? 

Though global innovation often helps 
people all over the world by raising their 
standard of living and making basic 
consumer goods more accessible. As of 

now, it may be too early to predict trends 
that will have a long-term impact on 
businesses and which ones are just short-
lived hypes that will be forgotten in a year 
or two.

The types of innovation and technology 
that lead to intelligent and data-driven 
supply chains will be the ultimate winners, 
especially if they make companies more 
consumer-centric. Also, the incorporation 
of new-age technology concepts, like 
Internet of Things and augmented reality, 
will result in a closer than ever interaction 
of man and machines working towards a 
common goal.

In terms of delivery drones, with several 
beta tests taking place globally, the 
concept seems to be moving towards 
quicker adoption in the coming year. 
Also, the technology behind autonomous 
vehicles is progressing to what is termed 
within the industry as Level 3. In 2017, 
the world is slated to have a look at the 
first level-3 autonomous vehicle—a 
vehicle that is able to fully take over from 
the driver. The speed of adoption in the 
logistics space, the related rules of the law 
to comply with, and various other factors 
will give us clarity in time to come on the 
potential it holds for logistics.

Can you describe your partnership with 
Geet Garg? What are the dynamics of 
the relationship like?

Geet and I make a great team. We 
collaborate well together in order to 
complete the T-shaped skills. Geet 
represents the depth while I manage 
the company’s strategy and represent 

the horizontal bar by collaborating across 
disciplines. We are different in many 
ways and at the same time, have the 
same shared values we are aligned with. 
We have worked together in the past at 
Amazon. We have become such good 
friends that we have taken vacations 
together too.  

Entrepreneurs tend to be very busy. 
Can you share some of your hobbies or 
what you do outside of Locus?

One of my hobbies is photography. It is 
much like programming: it is part science 
and part art. In photography, there are a 
significant number of aforementioned 
established practices, like the rule of 
thirds, or the golden ratio, but yet draws 
the aesthetic inspiration from nature. This 
is a critical insight. This is how we create 
Locus by designing our algorithms behind 
our powerful optimisation engine to mimic 
nature, either how ants find their food, or 
how hot steel cools itself. 
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strategy

the new CURRenCY fOr prOCureMent
by Michael Koh, Head of Procurement, Asia Pacific, Dimension Data

The procurement function is now 
more strategic-based than ever 
before. It requires more collaborative 

efforts, and needs the procurement 
executives to do more with less resources, 
with the help of today’s technology. These 
transformative trends are ongoing at 
different paces within many of today’s 
multinational organisations. 

According to Accenture’s article, 
Procurement’s Next Frontier, the value 
delivered by the ideal procurement 
organisation of the future will assume 
a much broader meaning. Although the 
traditional cost savings will continue to be 
valuable, the next generation procurement 
organisations will be measured in 
broad terms of how procurement align 
to the company’s strategy, such as 
EBITDA (earnings before interest, taxes, 
depreciation and amortisation), reduction 
in function’s budget, risk mitigation, 
supplier innovation, and gross profitability, 
among others. 

The financial impact

Further insights from The Chief 
Procurement Officer Study was conducted 
by the IBM Institute of Business Value 
(IBV) 2013, which surveyed 1,128 CPOs 
from organisations with annual revenue 
in excess of US$1bn. The study found that 
top performing procurement organisations 
reported an average enterprise profit 
margins of 7.12 per cent, compared to 6.19 
per cent for all respondents and just 5.83 
per cent for low-performing organisations. 
Also, companies with top performing 
procurement organisations report profit 
margins of 15 per cent higher than the 
average company, and 22 per cent higher 
margins than companies with lower 
performance procurement organisations. 
With all these compelling factors, many 
companies have also embarked on their 
trails to seek the new currency to measure 
procurement.

For many procurement executives, it is 
important to focus activities that have a 
positive impact on business variables, 
such as productivity, profitability, quality, 
and timeliness to market, among others. 
These variables captures the essence of 
group performance year-on-year or actual 
versus budget. The sector leverages on 
traditional procurement pillars of order 
and tactical management, contract and 
strategic sourcing, spending management, 
vendor performance and partnering to 
enhance business profitability from make 
or buy decision. With the respective 
stakeholders, the procrement sector must 
host dialogue-rich discussions to solve 
business concern and guide them through 
the procuring processes. Only then can 
the company be a smart buyer and provide 
guidance to the respective suppliers and 
partners to be a resourceful seller. 
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Embracing six-sigma

The “As Is” metric of today cost saving 
to form the baseline for the “To Be” 
future model is an important concept 
for any six-sigma practitioner. The cost 
saving measurement includes both cost 
optimisation and cost avoidance. Cost 
avoidance is avoided spending. For today, 
cost saving is solely cost avoidance. If 
you ask your controller how you fare, he 
or she would say that you have not saved 
anything. 

Hence, it is key to focus with internal 
stakeholders and suppliers on how to 
improve the value contribution per unit 
through initiatives that have an impact to 
the business variables. One should not 
relentlessly pursue the cost optimised 
at the expense of business value. Our 
reputation is not measured on cost alone. 
The sooner we realise the perceived value 
of our products or services in the market 
we are playing in, the earlier we can 
advise businesses to anticipate and re-
sell products and services to the market 
acceptance level. 
 

Learning from the fallen

Eastman Kodak Co. filed for Chapter 
11 bankruptcy in January 2012. This is a 
company that played an important part 
in the lives of millions of people for more 
than 130 years through the famous “Kodak 
moment”. The market changes come very 
swiftly. In the span of just seven years, 
from 2005 to 2012, the company lost 
half its revenue. In another interview, Mr 
Ng Yat Chung, CEO NOL, said, “In this 
environment of extreme overcapacity and 
severe freight rate erosion, competition 
is based on cost. We have made good 
progress in that aspect, and every year 
we have managed to reduce our losses. 
Unfortunately, we have not been able 
to cut costs fast enough to offset the 
collapse in freight rates.”

Although managing cost is critical in 
above mentioned situation, it is more 
important to play the advisory role to 
advise business earlier and make their 
demand specifications. Today, in some top 
performing procurement organisations, 
procurement finds itself as a creative 
agency to drive the right marketing 
question. The supply bases are not equal 
and changes much faster with technology, 
hence it should be managed as such. 

In an article by KPMG, the procurement 
reinvents itself. We no longer exist in its 
previous form. It is now structured as 
an internal agency; it holds a key role in 
developing new business and finance 
models for the company, also known as 
the creative agency linking the business to 
the supply base stakeholders. 

A study from procurement leaders, 
respondents reports that, on average, it 
takes 2.4 years to complete a restructure, 
and around one-third (30 per cent) of 
procurement staff’s available time is 
absorbed by transformation. Therefore, it 
is imperative that all procurement leaders 
take actions now, and embark on the new 
currency journey. Most importantly, the 
procurement executives should share 
their stories and experiences with the 
industry, and create a new chapter for the 
procurement industry.

Figure 1. Cost Saving isn’t saving to a controller unless the methodology is validated by 
the controller
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WinninG the e-CoMMeRCe BAttLe
by Wolfgang Hall, Global Industry Manager, Esri

Changing consumer habits and 
preferences, together with the rapid 
pace of technological innovation, 

have changed the face of retail. 

Traditional brick-and-mortar shops are 
under siege from a growing army of 
e-commerce companies – the retail 
paradigm has shifted. Today, the 
convenience of having thousands of 
brands and products available, has created 
new customer expectations regarding fast 
delivery and a customer-centric buying 
experience. 

With online merchants offering myriad 
shopping options, it is easier than ever for 
consumers to switch brands when their 
expectations are not met. 

Data-driven last mile delivery 

The e-commerce battle is not just about 
creating a great virtual shopfront – it 
now boils down to last mile delivery. 
e-Commerce players who can deliver 
packages in the fastest, most cost-
effective, and efficient way possible are 
ahead in the race. 

A successful last mile delivery starts with 
taking advantage of data – 80 per cent of 
which is location related. 

Whether it is real-time data or information 
on customer demographics, delivery 
routes, delivery capacity or resources, 
location defines the business of supply 
chain management and logistics. 
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Leveraging this data can have a significant 
impact on how retailers and logistics 
providers run their operations and the 
results they achieve. 

With such huge potential, it is no wonder 
that an increasing number of retailers, 
shipping and courier delivery organisations, 
are turning to location-based analytics to 
streamline last mile delivery processes. 

Location-based analytics – also known 
as Geographic Information System (GIS) 
technology – integrates and analyses 
a complex range of data from multiple 
business systems and visualises it on a 
dynamic mapping platform. 

This technology was originally developed 
to assist with urban planning. However, 
today GIS influences strategic decision-
making in governments and corporations 
around the world. Retail and logistics 
operators realised they could better 
optimise routes and parcel delivery, while 
also meeting the challenges faced by 
other parts of their businesses. 

Logistics companies, like FedEx, UPS, 
and the United States Postal Service, 
use GIS technology to create a real-time 
synchronised view of their businesses, 
and understand how to optimise human 
resources, physical assets and delivery 
fleets. 

Optimised routing is more than just driving 
from point A to point B. Dispatchers need 
to consider every element that affects their 
daily operations. Location-based analytics 
helps logistics providers maximise the use 
of assets to create optimum routes based 
on specific variables, including vehicle 
capabilities, driver specialties, street 
network restrictions, and customer time 
windows.

GIS technology also allows logistics 
providers to more effectively plan and 
manage their fleet by increasing the 
number of deliveries per route while 
decreasing excess capacity. This capability 
means companies can reduce operational 
expenses, fuel consumption, labour hours, 
and idle time. 

It also cuts time spent by delivery drivers 
searching for parcels and packages on 
arrival at the delivery address. With 
location-based analytics, parcels can be 
sorted and loaded on delivery vehicles 
according to a specific sequence, thereby 
removing unproductive time and improving 
number of deliveries per vehicle. 

Delivering on time, as promised 

The e-commerce boom in Asia Pacific is 
showing no signs of slowing down. This 
is evident by the strain on both retailers 
and logistics providers to get deliveries 
to their intended destination, on time, as 
promised. 

To address this, some players in the field 
are getting ahead of the competition by 
creating their own supply and logistics 
chain, which includes procuring their 
own fleet of delivery vans or partnering 
with traditional brick-and-mortar firms, 
such as post offices. While companies, 
like Uber, have struggled in Asia with 
personal transportation, start-ups, such as 
Lalamove, are pushing aggressively into a 
new market. They provide logistics deliver 
models that allow e-commerce companies 
to instantly leverage a fleet of hundreds of 
thousands of drivers. 

Meanwhile, AliExpress – the retail 
marketplace owned by Alibaba – forged 
a partnership with Singapore Post and 
Pos Indonesia to enable faster delivery 
times from China to Jakarta. As a result, 
Indonesian buyers can now expect their 
packages to arrive within two weeks, 
much faster than the previous delivery 
window of more than 35 days. 

While the results of these partnerships and 
innovations have been transformational, at 
the end of the day, a powerful decision-
making tool needs to be at the heart of the 
supply chain life cycle. 

Beyond the ability of visualising data on a 
dynamic map, the most important feature 
of location-based analytics is its capability 
to provide decision-makers with greater 
situational awareness, showing data in 
an entirely new perspective, giving a 
richer context than static reports and 
spreadsheets. This includes incorporation 
of unpredictable events, such as storms, 
flooding, traffic, or other disruptions into 
route planning and dispatching. When 
managers make decisions based on 
this type of analysis and real-time data, 
they can be confident the needs of their 
customers are met and that they are 
leading the surge into this new market.
 

Preparing for the future 

As companies compete on the 
e-commerce battleground, those with a 
commitment to technology and customer 
service are currently in the lead. But the 
biggest fight is still ahead: Leaders of 
tomorrow will combine the substantial 
improvements in productivity, operations 
and cost with the emerging delivery 
automation. Self-driving vehicles, drone 
deliveries, and other smart technologies 
are coming with force and will replace 
many of today’s fleets within the next 10 
years. 

Vehicles automation is impossible without 
implementing GIS – every drone or self-
driving truck needs to be aware of where 
they are, where they are going, and what 
to avoid.

The future winners will be companies that 
embrace automation and combine it with 
location analytics to react to their ever-
changing customers’ needs with agility, 
speed, reliability and efficiency.
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the SeaSOn fOr GIft-RetURnInG
by Pasi Pesonen, Vice President, Product Care Asia Pacific, Sealed Air

Returns are a big issue for online 
retailers, especially during the 
holiday season. This is why an 

effective return policy can make or break 
a sale, or turn a non-committal visitor 
into a customer for life. However, many 
e-commerce companies either fail to 
realise this, or are unwilling to invest in a 
proper returns system. Granted, it is an 
expensive undertaking, with significant 
investment required for both front-end 
platform and back-end operations.

But e-commerce companies need a return 
system, regardless the costs. Otherwise, 
they will not be able to survive in this 
competitive market.

In the hands of the shoppers

A recent study conducted by UPS revealed 
that 53 per cent of shoppers review the 
returns policy before making purchases. 
Among customers who review returns 
policies before purchasing, 60 per cent 
would be likely to complete their purchase 
if free store returns were in place or a free 
pre-paid label was provided by the retailer. 

While returns policies first came into 
force only to cover defective products, 
the rising demand for customer service 
and satisfaction has caused unconditional 
returns within a certain time frame to 
become common practice. Today, the 
reason behind returning their puchases 
could be as simple as the customer 
changing their mind about the product. 
Given the rise of e-commerce today, 
most customers now make purchase 
decisions sight unseen and tend to return 
items when they do not match up to their 
expectations. 

Meeting the challenges

To return items, customers will generally 
repackage their unwanted items and 
either return it in physical brick-and-mortar 
stores or ship it back to the company. As 
one of the most cited return reasons is the 
customers changing their minds instead 
of actual physical defects, companies 
often seek to resell those items to 
minimise losses. A huge challenge that 
arises is being able to package the item 
in such a way that it can survive round 
trip shipments from the company to the 
customer and back again without any 
damage incurred. The customer would 
have to be able to repackage the item 
securely and easily as well. 

39 SCA



In a similar thread, another challenge is 
that the rise of e-commerce and third-
party forwarders has made it easier 
for customers in this region to obtain 
products from all over the world. This 
means that the package can essentially be 
in transit for up to at least two weeks and 
would require packaging resilient enough 
to last through the demands of air freight. 
If customers use third-party forwarders to 
ship their items, high costs will have to be 
passed to the customers if they would like 
to return the item, which can defer them 
from even making the purchase in the first 
place.

The perfect return logistics system is one 
that is highly efficient and uncomplicated. 
Customers have grown to increasingly 
expect fast turnover rates of which the 
company can quickly receive the package 
and process their reimbursements. The 
returns packaging should be a value-
add that facilitates interaction between 
the retailers and customers instead of 
a hassle. Companies need to ultimately 
ensure that items can survive a round trip.

The danger of under-protecting

Given the vast offerings of other brands - 
all vying for greater market share, the first 
impression formed by customers upon 
opening packages is now more crucial than 
ever. Under-protecting merchandise runs 
the risk of the product possibly getting 
damaged en route to the customer. This is 
a lose-lose situation for all; the customer 
will now have a negative experience tied 
to the brand as he or she will have to 
take the extra step of returning the item. 
Brands would then have to exert additional 
resources and logistics to receive and 
replace the item. 

Globally, the total estimated cost of 
damaged goods is US$30bn. In a study 
conducted by Sealed Air in the US, it was 
found that 81 per cent of consumers, 
ages 18 to 35, would consider taking their 
business to a competitor or avoid buying 
from a brand in the future if they received 
a damaged item. 

The unsatisfied customer will also be 
more likely to leave a bad review on the 
store’s mobile site, which can then cause 
other customers who rely on reviews for 
purchase decisions to reconsider. Given 
that 36 per cent of customers in Asia 
report to read reviews and feedback before 
purchasing a product, the wrong packaging 
could easily be a brand’s downfall. 

To ensure that the companies can quickly 
receive the packages to process them 
for reimbursement, it is ideal that the 
packages can spend as little possible time 
in transit. This would mean that the brands 
would have to have a physical domestic 
warehouse within the country, and reduce 
the need for cross-country returns. Given 
that e-commerce retail giants are looking 
to increase their presence within the 
region, for example, Amazon, this seems 
increasingly feasible by 2020. 

Looking to Europe for inspiration

Selecting the right packaging material 
with the right qualities is important. 
For example, Sealed Air’s Korrvu Lok™ 
performance packaging is not only 
manufactured with a standard corrugated 
fiberboard frame that is easily recyclable 
– and complies with international recycling 
requirements – in the corrugated waste 
stream, but also has a pop and lock design 
that reduces operational error, keeps the 
item in place and reduces the need for 
void filling materials. As the design is easy 
to open, reuse and recycle, effortless 
reverse logistics - should the customer 
require a return - can easily be made. 

The industry should look at the following 
good practices in Europe:

•	 Using	 packaging	 that	 can	 be	 utilised	
more than once and reused to return 
the item.

•	 Using	 packaging	 that	 only	 ships	 and	
stores flat, but is also the right size, 
reduces shipping costs for both the 
company and the consumer.

•	 Including	 return	 address	 labels	 with	
the product when shipping to the 
consumer to make the process as easy 
as possible.

•	 Having	 packaging	 that	 is	 easy	 to	 open	
and close numerous times without 
damaging the product.

•	 Having	the	ability	to	return	the	product	
locally even though the item may have 
shipped from overseas.

Implementing a change in packaging is 
something that can easily be adopted in 
Asia Pacific by 2020.
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the COllapSe Of 
the MIddLe MAnAGeMent

Most middle management jobs 
are disappearing. Gone are the 
sheltered jobs belonging to 

university graduates managing a group 
of workers for thirty years before retiring 
peacefully into the night. Gone are the 
middle managers whose sole purpose are 
to convey messages and strategies from 
the highest echelons of the company to 
the operations, technicians and men-on-
the-ground.

Some experts in the HR sector term 
them as “gray ceiling” – a vast crowd of 
babyboomers who are occupying millions 
of plum senior-level jobs. Does this mean 
there is no longer hope for a substantial 
group of the workforce? Not necessarily, 
but the managers of today need to grab 
the horse by the reins and transform 
themselves into the leaders of tomorrow 
in order to avoid an early retirement.

Are you a middle manager?

Middle management came about as a way 
to bridge the gap between the rank-and-
files and the big dogs, as well as the money 
being made along the process curve. Over 
time, middle management took on kind of 
a joke designation because of an ongoing 
perception that so many middle managers 
were bad at their jobs. By some measure, 
82 per cent of managerial hires end up 
being the wrong one. That is not a very 
positive sign.

Middle management’s job is taxing, and 
that is a big reason why engagement 
numbers are so low. When you try to 
keep the boss happy, you cannot always 
your own employees happy. And that is 
especially true in organisations without 
clear priorities — which is many of them.

As corporate business models evolve 
due to the emergence of Industry 4.0, 
some of the fundamental roles of middle 
management are now shifting.
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The era of Industry 4.0 buries another 
role

If you watch Mad Men, you will remember 
each account manager having a designated 
secretary to manage not only their work 
schedules, but also their personal day-
to-day activities. This may be true in the 
sixties, which is the era Mad Men was 
based in, but how many companies use 
secretaries today? Unless you are the 
CEO or a senior executive in an MNC, 
your company likely does not employ 
secretaries. 

With the advent of easy-to-use mobile 
applications, such as Google Calendar, 
Evernote and TripIt, anyone, no matter 
how busy they are, can manage their own 
affairs.

In factories, we were used to seeing 
photos of seeing rows after rows of 
workers along the assembley lines. These 
have now been taken over by robots and 
computers. With fewer workers, you need 
fewer managers.

Similarly, technology has already 
encroached the middle management 
space. Leaders can directly approach 
operations and vice versa with the press 
of a button. Technology can monitor 
performance closely, provide instant 
feedback, even create reports and 
presentations. Skilled teams today are 
also becoming increasingly self-managed. 
Who needs managers now? That leaves 
people with only general management 
skills in a very vulnerable position.

Those who continue to ignore the inevitable 
and stay in their current shell may not be 
content. A study showed that supervisors 
and managers had the highest rates of 
both anxiety and depression. Supervisors 
had a 19 per cent rate of depression 
and managers had a 14 per cent rate, 
compared to 12 per cent for workers and 
owners. As for anxiety, supervisors had an 
11 per cent rate and managers had a seven 
per cent rate, compared to five per cent 
for owners and two per cent for workers.

What is next for managers?

It is about constant learning and 
transforming themselves into leaders. 
They need to have the competency to 
lead and contribute ideas to add value and 
grow the company.

Attend competency courses: The debate 
over whether great leaders are made or 
born has gone on for ages, but that is not 
really the point. There are industry courses 
available to help you learn to lead others. 
Couple a good leadership course and 
extensive industry knowledge, you will 
be a good catch to get out of the middle 
management rut.

Think small: Start-ups and other small 
enterprises tend to have less rigid 
hierarchies than big companies do, and 
they care far less (if at all) about seniority 
and highly structured job roles. This allows 
you to build experience dealing with 
different kinds of tasks and learning new 
skills in the process.

Get a mentor: Whether you stay in your 
current company or go elsewhere, you 
need someone higher up who will coach 
you on the political subtleties of the 
organisation, and maybe even talk up your 
achievements to the people who have the 
power to promote you.

Find a mess you can fix: Being willing to 
solve a thorny problem – preferably one 
that is keeping your boss awake at night, 
and that no one else wants to tackle – 
is a proven way to become visible, and 
promote-able.

Be an entrepreneur. When all else fails, be 
an entrepreneur. It is definitely no easier 
or less stresful than being employed, but it 
allows you the freedom to lead and make 
use of the contacts you have made. Who 
knows how much further you could go?
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InsIde the MInd of 
the Chief Supply Chain OffiCer

The role of the chief supply chain 
officer, or CSCO, seems to grow in 
complexity and strategic relevance 

with each passing year—and the rich and 
robust capabilities of those filling the role 
reflect this expanding responsibility. CEOs 
and boards today want leaders who are 
fully accountable for the global end-to-end 
supply chain, from product innovation to 
product delivery. 

by Peter L. O’Brien & Marieke van der Drift, Russell Reynolds Associates
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The proliferation of digital technologies 
across industry sectors and regions 
is requiring a further expansion in the 
CSCO’s role, as discussed in Russell 
Reynolds Associates’ study Digitisation 
of the Supply Chain: How Ready Are 
You? Indeed, CSCO capabilities and 
responsibilities are now so important that 
several prominent companies have even 
considered tapping leaders with specific 
global supply chain experience for the 
CEO role.

Differentiators of CSCOs

The chief supply chain officer in most large 
organisations is no longer just a hands-
on, tactical operator. These executives 
are influencing margins, time to market, 
and customer retention, using strategic 
capabilities that matter to investors. 
Companies now look to their supply chain 
leaders for growth, agility, and strategic 
advantage. Costs are still important, but 
today’s best-in-class global supply chain 
leaders are making strategic decisions 
that enable the business to expand in the 
most efficient way.

Given the CSCOs’ responsibilities, it is 
not surprising that when we examine 
their leading attributes relative to other 
executives, we find leaders who tend to 
be significantly more:

•	 Strategic	 and	 innovative:	 they	
contemplate the future, anticipate 
change, and think innovatively about 
solutions

•	 Inclined	to	act	independently:	they	lead	
change and cut through bureaucracy

•	 Persistent	 and	 determined:	 they	
are likely to take the lead, set clear 
directions, and do what it takes to reach 
their goals

More than other executives in the 
management team, CSCOs also have to 
navigate a complex web of stakeholders, 
including suppliers, customers, internal 
colleagues, and external organisations 
and partners. CSCOs are very aware that 
they are part of a global, interconnected 
supply-and-demand network with 
profound interdependencies. They tend 
to have an objective and logical approach, 
remaining fairly formal and reserved in 
their interpersonal relationships. They 
must be calm and poised under pressure 
as they work to ensure the supply and 
delivery of goods and services, no matter 
the circumstances or the location around 
the globe.

Unique attributes which can help 
CSCOs flourish in a CEO role

Leading companies understand that 
in today’s world, how the organisation 
handles its global supply chain is a 
critical source of competitive advantage. 
That knowledge has broadened the 
CSCO’s brief. No longer focused solely 
on operations, the CSCO now is also 
concerned with strategy development, 
product and service innovation, and even 
sales. The CSCO must both think about 
long-term strategy and profitable growth 
while at the same time making these 
operationally possible.

The CSCO’s increased understanding of 
the organisation’s complex operations 
gives those in the role more common 
ground with the CEO. The CSCO is 
also increasingly active on the senior 
management team, whether leading a 
business unit or geography or stepping up 
to a senior executive position, and even to 
the role of CEO.

One of the primary questions we hoped 
to answer, therefore, was, Which CSCO 
attributes equip these executives to 
flourish in a general management role, and 
which behavioural facets may hold them 
back?
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What’s next for the CSCO?

Two decades ago, we could barely conceive 
of one individual overseeing the entire 
end-to-end supply chain. In a 2004 survey 
of 200 Fortune 500 companies, only eight 
per cent had a supply chain executive on 
the executive team. This ratio more than 
doubled, jumping to 18 per cent, by 2009. 
Today, it is far more common for CSCOs 
to be seen as an integral part of the top 
management team. When we assessed 
50 companies in selected industries listed 
on the 2016 Global Fortune 500, we found 
that 68 per cent of the organisations have 
someone responsible for overseeing 
a combination of, if not all, end-to-end 
supply-chain functions.

Consequently, even as the global supply 
chain has become an increasingly strategic 
matter, the challenges for CSCOs have 
changed:

A shift to “systems thinking”
In today’s challenging global markets, it 
can be argued that the route to sustainable 
advantage lies in exploiting the strengths 
and competencies of various stakeholders 
to achieve greater responsiveness to 
market needs. Most organisations can 
no longer afford to operate in isolation. 
Instead, they function as part of an 
enormous global interconnected network. 
Successful CSCOs have therefore shifted 
to “systems thinking.” They know when 
and how to partner and collaborate 
with competitors to—ironically—gain a 
competitive edge. As a result, skills in 
relationship building and influencing are 
now extremely important for CSCOs. In 
an extended enterprise, there can be no 
boundaries. An ethos of integrity, trust, 
and commitment must prevail.

Innovation under volatility: the digitally 
enabled global supply chain
The gap between what the global supply 
chain provides and what the enterprise 
needs is growing. Closing that gap will 
require a new, more agile approach to 
investment in technology, leadership, 
and talent. Recognising that fact, leaders 
are creating innovative digital initiatives 
that run alongside the traditional analog 
businesses. Gartner refers to this approach 
as the “bimodal supply chain.”

Global supply chain leaders who can 
integrate the use of digital technology 
across their entire business will separate 
themselves from those who merely 
coordinate the supply chain.

Changing requirements for global supply 
chain leader
The role of the CSCO has changed, and 
so have the requirements for success. 
While CSCOs in general are strategic 
and innovative thinkers, they lack some 
capabilities that will become increasingly 
important managing end-to-end supply 
chains in the future. There is for example 
a growing need for strategic relationship 
builders who recognise the vast 
interconnectivity across global supply 
chains, even more so in the future. 

The way forward

The next generation of global supply 
chain leaders will be called upon to 
steer the company through complexity, 
digitalisation, and volatility. They will need 
to innovate the way the company supplies 
existing products and services to end 
customers, as well as to drive growth 
and develop new product and service 
offerings. CEOs and boards of companies 
should proactively assess their global 
supply chain talent pool and think about 
their future pipeline in the short, medium 
and long term. Their global supply chain 
talent may well become the future CEOs 
of the company.
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IndUstRY 4.0: there’S a DiGital 
reVOlutiOn heaDeD fOr yOur 
WAREHOuSE. ARE YOu READY?

technology

by Dickson Yeo, Senior Logistic Consultant, WDS Southeast Asia, Swisslog 

Considering the advances in 
automated material handling 
technology that have occurred in 

recent years, it is a little surprising to 
learn that eight of 10 warehouses are still 
manually operated. But, with the fourth 
industrial revolution upon us — what 
is being called Industry 4.0 — that is 
changing.

Driving change

The first industrial revolution was 
powered by mechanisation; the 
second by the assembly line and mass 
production techniques; and the third by 
computerisation, automation, and lean 
management. All three sparked major 
improvements in productivity.
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Now, the convergence of connectivity, 
low cost sensors, big data and advanced 
robotics is creating the cyber-physical 
production systems that will be the 
hallmark of Industry 4.0. Industry 4.0 
encompasses, but is also broader than 
the industrial Internet of Things (IoT). 
According to McKinsey and Company, 
five disruptors are driving the evolution to 
Industry 4.0:

1.  The unending increase in data volume 
(big data)

2.  Connectivity, especially low-power, 
wide area networks

3.  The emergence of real-time analytics 
and business intelligence

4.  New forms of human-machine 
interaction, such as touch interfaces and 
augmented reality

5.  Improvements in transferring digital 
instructions to the physical world, such 
as in advanced robotics

Implications for material handling

As these disruptors advance, the 
intelligence of computers is being 
decentralised while more devices are 
equipped to connect and communicate, 
generating large volumes of data. In 
the warehouse, SKUs will connect with 
machines, and machines with other 
machines and with higher-level processes 
in enterprise resource planning (ERP) 
and warehouse management (WMS) 
systems. Distribution operations, outfitted 
with advanced networking and robotics, 
will respond to changing tasks and 
continuously reconfigure themselves — 
increasingly without need for human co-
workers to intervene.

The reliability and cost of these 
technologies are now at a point that 
they fit into a business case to automate 
warehouse operations. A major 
component of that business case will 
centre on the industry’s dependence on 
labour — particularly seasonal labour.

Recently, a third-party logistics provider had 
initially planned to bring in approximately 
800 additional workers to process orders 
for a number of retail brands during 
the last holiday season. The company, 
however, was able to hire only half that 
number, despite attractive bonuses and 
other incentives. That represents a serious 
threat to their business.

Competition for the limited labour pool 
has become intense and demographic 
trends are working against the industry. 
The pool of available workers is shrinking 
at the same time the pressure on wages 
from competition is growing. The industry 
cannot continue to throw labour to solve 

productivity challenges. The solution for 
many companies will be found in the 
smart, integrated warehouse systems of 
Industry 4.0.

Connectivity and data analysis are 
important to Industry 4.0, but so too is 
advanced robotics.

Most are familiar with the large industrial 
robots installed behind security cages in 
manufacturing and recognise they lack the 
mobility, flexibility and dexterity required 
for multi-channel picking and packing. 
However, a new generation of lightweight, 
collaborative “cobots” has emerged 
capable of working alongside humans in 
the warehouse to alleviate the current 
labour challenge. 

Building the foundation

The first step in the evolution to Industry 
4.0 that material handling organisations 
must manage is developing the 
infrastructure to collect and convert big 
data into insights – smart data – that enable 
them to better predict demand, especially 
from unstructured information, such as 
that found on social media. These insights 
are what will enable an organisation to 
configure and adapt its equipment, cobots 
and labour to fulfill ever-changing and 
complex orders.
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Dickson Yeo has joined as the Senior 
Logistic Consultant of the Warehouse and 
Distribution Division of Swisslog since 
November 2016. He is providing specialist 
support in logistics operations, translating 
client’s requirement and processes into 
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Prior to this, Dickson was a client and user 
of Swisslog solutions and systems for 12 
years. He has implemented an Automated 
Storage & Caddy Pick Distribution Centre 
using Swisslog technologies in 2014; with 
a 52,000 pallets storage capacity and 
picking throughput of 120,000 cartons per 
day.

Four steps an organisation must take to 
develop this capability:

1.  First, establish data science capabilities. 
With the intense competition for data 
scientists today, many organisations 
will find it difficult to build in-house 
capabilities; however, partnering with 
a data science consultant may prove 
to be an even better solution as you 
have immediate access to established 
supply chain experience. Partnering 
with a consultant can also provide 
more flexibility in dealing with peaks 
in demand for data analysis services 
associated with a warehouse redesign 
or quarterly reporting.   

2.  Simultaneously, build a data repository 
capable of aggregating business 
information from multiple sources, 
including ERP, WMS, web analytics and 
social signals. The rapid development of 
big data technologies provides a variety 
of “off-the-shelf” solutions that can be 
configured to your needs.

3.  Audit devices within the warehouse 
to determine where you can collect 
IoT data to augment business data 
and develop a plan for enabling 
devices outside the network with the 
intelligence and connectivity required. 
The availability of low-cost sensors has 
significantly expanded the feasibility of 
the warehouse IoT.

4. Finally, ensure you can visualise your data 
in a way that delivers timely, actionable 
insights to internal stakeholders.

Once you master these initiatives, you 
then can begin using artificial intelligence 
to create feedback loops with prescriptive 
algorithms to adjust distribution processes 
on the fly based on demand or conditions 
within the distribution center.

Calling this a vision of the warehouse 
of the future is perhaps understating 
what is happening. This is an intelligent 
and systematic makeover of distribution 
operations that will be occurring, in many 
cases, within the next 10 years.

Business leaders need to understand 
Industry 4.0 technologies and possibilities 
today — and begin planning how their 
companies will grow with them tomorrow. 
This is how innovative companies, such 
as Swisslog, actively work with forward-
thinking organisations to help them 
develop the infrastructure and processes 
to support the evolution to Industry 4.0.
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Why Supply Chain inteGratiOn iS 
CRUCIAL In the IndUstRY 4.0 eRA

by Dr Karen Reddington, President, FedEx Express, Asia Pacific

Local Motors is a carmaker with a 
difference. Rather than following the 
traditional vehicle design process, the 

Arizona-based micro-multinational instead 
crowd-sources its car designs from an 
online community. Once the design is 
chosen, the company harnesses advances 
in translating data from the digital to the 
virtual world to build cars almost entirely 
by 3D printing. This innovative process 
enables it to build a completely new model 
of car from scratch in just one year – far 
less than the industry average of six.

This is a great example of the 
revolution that is sweeping the world 
of manufacturing. Not since the ‘lean 
revolution’ of the 1970s, often dubbed 
the ‘third industrial revolution’, have such 
radical changes been made to the way 
production is designed, monitored and 
executed, and the repercussions of this 
sea-change are being felt all the way 
down the value chain right into the hands 
of the end-customer. Today’s always-on, 
e-commerce-driven global economy is 
creating a brave new world known as the 
fourth industrial revolution, or ‘Industry 
4.0’ – and businesses need to rapidly 
adapt to avoid being left behind.

Industry 4.0 is shorthand for applying 
new, digitally-driven capabilities to 
manufacturing and at each subsequent 
stage in the value chain. At its simplest, it 
can mean applying technology to a single 
stage in the chain – for example, a gold 
mine in Africa leveraged big data from 
its sensors to discover an irregularity at a 
particular point in its production process. 
Fixing this increased yield by 3.7 per cent 
– or US$20m – each year.

However, to realise the full potential of 
Industry 4.0, companies are looking more 
holistically at their value chains. With 
four decades of experience in supporting 
customers’ supply chains, our business is 
uniquely positioned to observe how these 
changes are impacting supply chains 
everywhere.
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Making supply chains customer-centric

Once viewed purely in terms of its 
potential to yield cost efficiencies, supply 
chain management has evolved. Thanks to 
big data analytics and changing customer 
expectations, demand forecasting has 
become more sophisticated. This means 
that modern supply chains now have a 
vital additional role in ensuring customer 
satisfaction and retention.

To achieve this goal, logistics now needs 
to work across the company from the 
front-end to the back-end, seamlessly 
integrating production, inventory, 
marketing, sales, payments, distribution 
and product returns to optimise the supply 
chain model that balances cost efficiencies 
with keeping customers happy.

Embracing innovation

Achieving this degree of integration is 
complex – in a recent research study, only 
seven per cent of business executives 
believed they had created fully-integrated 
businesses that could be regarded as 
Industry 4.0-ready. Access to the right 
technology is only one part of the puzzle; 
businesses also need a culture that 
embraces innovation and a workforce 
– from C-suites to general staff – that is 
willing to innovate to drive change.

However, these barriers to implementing 
an Industry 4.0-ready supply chain have 
to be weighed against the potential 
benefits – and when they are, an almost 
unassailable business case emerges in 
favour of making the leap for businesses 
large and small. Consider the aircraft 
maker Airbus. The company has invested 
significantly in creating a “Factory of 
the Future” by building aircraft in virtual 
reality, with production lines that include 
computer-suited personnel and robots 
working side by side. As a result of these 
changes, which the company dubs ‘smart 
production’, Airbus is able to keep pace 
with increased demand, and also now 
manufactures its products in a more 
sustainable way. 

Moreover, the benefits of Industry 4.0 are 
certainly not confined to large multinational 
corporations. Closer to home, China-based 
furniture retailer Markor realised that it 
could innovate its supply chain to identify 
trends in customer purchasing behaviour. 
The company created a smartphone 
app that interrogates big data to identify 
these trends, then make personalised 
recommendations to customers on 
product designs. Using mobile devices, 
sales staff can show products demos and 
3D images of custom furniture. When 
sales are made, customer preferences and 
purchase details are saved automatically, 
and the company uses the information to 
drive future business.

The next frontier for competition

Of course, these are just some examples 
of technology overhauling the supply chain. 
Touch-screens, robotics and augmented 
reality can all be orchestrated to achieve 
value-creating supply chains capable of 
responding automatically to changes 
in end-demand. The central question 
is not what technology is harnessed, 
but whether you work with the right 
manufacturing, technology or logistics 
providers to enable your supply chain to be 
truly integrated and demand-driven.

Get it right, and you will be on the 
way to achieving efficiencies, reduced 
time-to-market, cost savings, improved 
productivity and revenue gains. Despite 
the substantial investment involved, more 
than half of the respondents in a recent 
Industry 4.0 global survey anticipated 
return on investment in just two years. 

In a world where business is increasingly 
transacted digitally, preparing your supply 
chain for Industry 4.0 represents the next 
frontier in the battle for competitive edge.

About the Author

Dr Karen Reddington is President of Asia 
Pacific Division of FedEx Express, the 
world’s largest express transportation 
company.

In this role, which Karen took up in January 
2015, she heads up Asia Pacific from its 
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Pacific Division comprises three regions: 
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based in Singapore. Karen is responsible 
for leading the FedEx business across 
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Why Supply Chain Integration is  
Crucial in the Industry 4.0 Era 
Small-and Medium-size Enterprises (SMEs) are more nimble in responding to 
changing customer needs than larger firms. With the rise of the Fourth Industrial 
Revolution - or Industry 4.0 as it is commonly called - reverberating through the 
value chain, SMEs are best placed to harness the opportunities of this new era. 

Industry 1.0 Industry 2.0 Industry 3.0 Industry 4.0 

Steam power The production line Production automation Digital transformation 

How SMEs can adapt to Industry 4.0 

Embrace innovation and 
access the right 
technology to be able to 
handle both predictable 
and unexpected events. 

Make supply chains 
more customer-centric 
to ensure customer 
satisfaction. 

Work with the right logistics 
providers to optimize 
processes and respond to 
the ever-changing demands 
of customers. 

Benefits of shifting to Industry 4.0 principles 

Increased 
competitiveness 
with bigger firms 

More accurate 
predictions of supply 
chain gluts and 
shortages through big 
data applications 

Improved productivity 
and employee 
satisfaction through 
better operational IT 

Cost savings and 
revenue gains 
through advanced 
digitization 
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