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editor’sview
ASEAN-China accord is
good news for supply chain
and logistics
For those of us in the business of supply chain and logistics, the turn to
2010 brought good news in the finalisation of the world’s largest free trade
zone by population. The ASEAN-China Free Trade Area (ACFTA) covers
1.9bn people in countries with a combined GDP of US$6000bn.
The agreement makes 90% of goods tariff-free for China and six ASEAN
members – Indonesia, Thailand, The Philippines, Singapore, Malaysia and
Brunei. Laos, Cambodia, Burma and Vietnam are exempt until 2015. It will
precipitate a wave of economic change in the region at the crest of which
will be increased volumes of cross-border trade. ASEAN exports to China will
increase by 48%, and China’s exports to ASEAN will rise by 55.1%, according
to an ASEAN study. While an ASEAN study on its own agreement no doubt
leans on the positive side, a large increase in regional trade volumes is a
certainty, and the additional supply chain activity is a welcome boost in
what is shaping up to be a year of recovery.
The news is also welcome in context of expectations of 2010 as a year
of economic sheepishness characterised by too much protectionism and
state intervention.
New and expanded investment from Chinese companies in ASEAN and
vice versa will result from the agreement. US, EU and Japanese companies
may now also look more closely at ASEAN member countries as locations
for operations linked to their China-related supply chains.
The agreement falls some way short of full free trade between China
and ASEAN. Countries party to it are allowed to register a large range of
products including electrical equipment, chemicals, automobiles and
automotive parts for which tariffs can continue to apply, in some cases for
up to a decade.
Enduring suspicions and fear over China’s growing economic and
political clout in the region were highlighted by last minute objections to the
agreement from Indonesia. There is little doubt it will bring pain and periods
of difficult adjustment to certain domestic ASEAN industries and national
economies. China welcomes the access to new markets for its exports
and for much needed raw materials. It has already launched a US$10bn
infrastructure investment fund to boost transport and infrastructure links
with Southeast Asia. A $15bn credit facility to promote regional integration
and connectivity has also been established.
The overriding belief among ASEAN leaders and government is that
despite inevitable setbacks along the way, China’s economy and regional
influence will continue to expand. The agreement is therefore primarily
intended to position ASEAN well in a changing regional and global economic
order.
It is also a strong signal of ASEAN’s commitment to free trade and regional
economic integration. Ultimately, ACFTA will drive change and development
in Southeast Asia through added focus on areas of comparative advantage
and push domestic sectors to adjust and modernise to be regionally and
globally competitive.
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president’sADDRESS
New membership structure to deliver
key community goals
Supply Chain Asia will become a member community this year. We
have decided to move in this direction because we believe it to be
the best option to continue to grow the community.
Over the past four years, Supply Chain Asia has been relied
on the generosity of some of our community members as well as
personal funding to keep going. This form of financial support is
not tenable for the long term and we need to pursue other options
to enable us to develop a steady flow of income to expand our
efforts in growing this community.
All subscribed members of Supply Chain Asia will receive the
following:
• Complimentary copy of Supply Chain Asia Magazine, the
leading supply chain publication in Asia
• Complimentary passes to Supply Chain Asia Dialogues and
Talks (limited seats available on first come first served
basis)
• Weekly e-newsletter sent to your designated email address
• Access to exclusive articles, research and survey reports
conducted by Supply Chain Asia
• Access to online directories of members and industry
information
• Access to the online portal www.supplychainasia.com for
chats, forums and news & information
• Up to 30% discount on Supply Chain Asia Academy training
programs
• Up to 30% discount on access to the Supply Chain Asia Forum,
one of the largest conferences dedicated to supply chain and
logistics professionals in Asia

• Access to the Supply Chain Asia Careers Portal (Corporate
Members can post job openings online)
• A Supply Chain Asia Certificate of Membership
• Connection to the only Asia-based community for supply
chain and logistics professionals
Supply Chain Asia was founded on the premise of connecting
individuals in this highly fragmented and dynamic industry. Our
efforts have paid off in terms of the growing community support
we have been receiving. More important than this, there is now a
stronger commitment among members to reach out and network,
share and learn from one another.
Supply Chain Asia has grown from strength to strength since
it was founded four years ago. With more funding and a stronger
financial base, we will expand our reach to the community
through more focused and localised activities, the extended use
of technology, and publications with integrity delivering valuable
analysis and information.
We look forward to your continued and valued support as we
expand our community over the course of 2010.

Paul Lim
President, Supply Chain Asia
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China Domestic Market

2010 Focus

While 2009 will be remembered for recession, the association with 2010 is recovery. For regional
and global supply chains, recovery will see an even greater focus on China as both a manufacturer
and an engine of regional and global economic growth, in increasingly sophisticated ways.
In China, the focus for 2010 is on building domestic consumption, which for brand-owners and
supply chain and logistics service providers means developing efficient domestic supply chain and
distribution systems. To mark this shift, Supply Chain Asia will produce a China focus supplement
to complement the March/April issue of Supply Chain Asia Magazine.
Produced as a separate insert, this bilingual supplement will look at key issues facing domestic
supply chains in China, with in-depth focus on topics such as industrial property, cold chain,
automotive logistics, domestic market retail distribution, and infrastructure development.
This supplement provides a unique opportunity for advertisers to position themselves alongside
an insightful look by Asia’s leading supply chain publication at the most current issues facing
China’s increasingly important supply chain. Distributed to the complete database of Supply
Chain Asia subscribers, the supplement will also be available on the Supply Chain Asia website
and through key regional industry events.
Opportunities exist to contribute comments and articles to the editorial content as well as to
place advertisements and co-published content in the form of thought pieces and case studies.
We welcome any enquiries and would be happy to provide further information on rates and
publishing timelines.
Reasons to participate in the China Domestic Market 2010 Focus:
•
•
•
•
•

Be acknowledged as a thought leader in the China market
Unique opportunity to reach a niche group of supply chain decision-makers
Distribution to decision makers across key markets in Asia and beyond
Limited opportunity to be featured alongside acknowledged experts
Opportunity to participate only happens one time per year

For enquiries, please contact Frank Paul on frank.paul@supplychainasia.org or call +852 91432043
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infrastructure update
developments

• P&G activated a zero emission 1.1 MW
photovoltaic solar system to help power its paper
product plant in Oxnard, California. The move is
expected to cut 36.9m lbs of CO2 emissions over
20 years, the equivalent taking 3,620 cars off the
road for one year.
• New Jersey-based INTTRA launched a ‘green’
calculator to help companies calculate savings
from going paperless with its products. A typical
employee in the US uses a reported 10,000 sheets
of paper every year. Going paperless would not
only support sustainability, but also afford firms
millions in cost savings.

Poland

Sweden

UNITED STATES
OF AMERICA

Mexico

Computer maker Dell sold its
manufacturing plant in Lodz to
Taiwanese OEM Foxconn. Dell
will continue sourcing products
from the facility via Foxconn.

Mexico edged out India, China, and Brazil as
the lowest of the ‘low-cost countries’ for US
outsourcing in AlixPartners 2009 ManufacturingOutsourcing Cost Index. The index found the cost of
manufacturing in Mexico was 63 percent that of the
US. Cost of manufacturing in India, China and Brazil
is 73 percent, 86 percent and 91 percent of the
US, respectively. The firm credits the adjustment to
increasing freight and labour costs in China, and the
simultaneous appreciation of the RMB to the dollar,
as well as the depreciation of the Mexican peso.

Global
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increase by 9 percent in 2010. The research company revised
its forecast for full year mobile phone sales to 1.214bn units
in 2009, a drop of 0.67 percent over 2008.

The minister for Economic
Development said the
government was looking into
preferred shipping routes
exclusively for Indian trade. A
collaboration agreement is in the
works to link the ports of Venice
with Mumbai and Genoa with
Chennai with the aim of making
Italy the gateway for Indian
products bound for the European
and Mediterranean market.

Kenya

Brazil
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Swedish and Japanese joint
venture, Sony Ericsson, is
trimming jobs worldwide. It
has closed an R&D facility in
Stockholm, Sweden, as well
as numerous locations in the
US. This is in line with the firm’s
promise in early 2009 to shed
nearly 2,000 jobs.

ITALY

DHL said it was upgrading
its facility in Jomo Kenyatta
International Airport (JKIA)
in Nairobi. The investment
will turn the facility into one
of the most modern logistics
processing units in SubSaharan Africa, the company
said. The upgrade will optimise
utilisation and automation to
improve processing speed in
the 21,500sq ft facility.

Credit-Suisse said steel exports from
Brazil would grow by 21 percent
next year to 354.9m tons. The bank
said Brazil would likely close the gap
between it and the world’s top exporter
Australia over the next four years, as
Brazil’s growth continues to outpace
the island continent. By 2013, steel
exports from Brazil are expected to
hit 443.3m tons, to Australia’s 549.6m
tons.

infrastructure
developments
update

• AMD, the world’s second largest computer chip maker after Intel, said China could become its
biggest market within the next two years. According to Gartner, the China PC market grew 28.5
percent in the third quarter of 2009 compared with a worldwide increase of just 0.5 percent. Much
of this growth is due to increasing sales in rural areas.
• Airbus said it would open its first logistics centre in Asia in Tianjin Port Bonded Area early this year.
The logistics centre will support the A320 final assembly line in the area, the first such facility to be
located outside of Europe. The move is in anticipation of a plan by the company to source more
components from within China. Airbus said it would source US$450m-worth of components from
China by 2015.
• US based China Labour Watch released a report citing Wal-Mart’s failure to properly audit Chinese
suppliers for labour violations. The report looked at five supplier factories, all of which were found to
be guilty of various abuses such as withholding wages and pressuring workers to lie to auditors.

China
• Aryan Cargo Express, a Delhi-based
company, said it would launch a
cargo airline by February of this
year. “We have taken four Airbus
A-310 aircraft of which two are on a
36-month lease from Air India. The
other two aircraft are from a Turkish
company and have been leased
for five years,” said chairman and
managing director Captain Mukut
Pathak, at a press conference to
announce the launch of the airline.
• Maersk India inaugurated a new
US$10m container freight station
(CFS) at Ponneri, around 25 km north
off Chennai. The CFS is the fourth
CFS for Maersk in India. It already has
two in Mumbai and one in Dadri.

Dubai

Vietnam

INDIA

After announcement of the
beginning of discussion to
restructure US$26bn in debt,
Dubai World said its port and
economic holdings are on a
stable footing and would not be
affected. This includes DP World,
Economic Zones World, P&O
Ferries and Jebel Ali Free Zone.

South
Africa

Taiwan OEM Foxconn, best
known for its production of Apple
electronics, plans to open 10,000
electronics retail stores in China
within the next three years. The
firm has reportedly earmarked
US$311m for this aggressive
expansion in the market,
according to the Washington
Post.

South
Korea
Taiwan
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• LG Electronics halted
production of PCs at
its plant in Jiangsu
Province in China. The
company cited a change
in strategy to follow an
industry trend led by
Apple to concentrate
on R&D rather than
manufacturing in order
to cut costs and increase
productivity. The South
Korean electronics giant
posted a US$43m loss in
its PC division in 2008.
• Samsung named digital
media chief Choi Geesung as CEO. Top
customer relations
executive Jay Lee was
elevated to the newly
created position of COO.
The new executive team
is expected to establish
a new group structure
at the electronics giant
of seven key companies
operating under a single
corporate parent.

State-owned Qatar Petroleum is
partnering with domestic firms
in Vietnam and China to build a
US$4bn petrochemical facility in
Vietnam and a $5.8bn facility in
Hainan, China. The facilities will
use LNG from Qatar to produce
various chemicals.

Singapore
In a public statement,
Lee Kuan Yew estimated
Singapore’s economy would
expand by nearly 3 percent
in 2010. The economy is
estimated to have contracted
by between 2 and 2.5 percent
in 2009.

Nissan South Africa is
planning to ramp up vehicle
production for export to meet
the requirements of South
Africa’s new Automotive
Production and Development
Programme (APDP). The
programme, which comes
into affect in 2013, will reward
any facility producing 50,000+
units per annum to import 20
percent of components duty
free.

Australia
• China replaced Japan as Australia’s biggest
trading partner, according to the Australian
Bureau of Statistics (ABS). Trade between the
two countries grew by 30 percent to US$83bn
in 2008 - 2009.
• Chevron signed a deal to export 4.1m
tonnes of LNG annually from its Australian
Wheatstone project to Japan’s Tokyo electric
power for the next 20 years. The deal is worth
a reported US$90bn and now stands as the
nation’s biggest export agreement beating out
ExxonMobil’s deal in August to ship $50bn of
LNG to China.

January/February 2010 Supply Chain Asia
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Japanese trading majors
switch focus to retail
Against a background of deep deflation,
major Japanese retailers are attempting
to reorganise themselves by drawing in
investment from big trading companies.
Itochu, Japan’s third largest trading
company by sales, is buying three percent
of the stock of supermarket chain operator
Uny, based in Aichi prefecture in the central
Japan. Meanwhile, Seven & I and Aeon, the
number one and two retailers in the country,
have, respectively, had shares purchased
by major trading companies Mitsubishi
Corporation and Mitsui & Co.
The Itochu investment is worth
US$45m and makes the company the
largest stockholder in Uny. Itochu and Uny
have had ties with each other since 2006
and now plan to broaden collaboration
on product development and accelerate
Uny’s penetration into the Chinese market
through utilisation of Itochu’s international
network and experience in procurement of
merchandise overseas.
Larger Japanese retailers tend to operate
in a range of retail formats, including
shopping centres, supermarkets, general
merchandise stores and convenience stores,
with profitable convenience stores and
general merchandise stories tending to
represent core business. Seven & I and
Aeon own the Seven-Eleven and Ministop
convenience store chains, while Uny and
Itochu own the Circle K Sunkus and Family
Mart convenience store chains.
With expanding sales and profits,
convenience stores are attracting a lot
of attention from retailers and trading
companies, while sales from other retail
formats, such as small supermarkets and highend department stores have been in decline.
A big recent development on the Japanese
retail scene was the announcement that Family
Mart would buy out am/pm Japan, the seventh
largest convenience store chain in the country.
That deal will effectively put Itochu, Uny,
Circle K, Family Mart and am/pm Japan
under one umbrella, thereby allowing the
group to close the gap on the current top retail
groups of Mitsui-Seven & I/Seven-Eleven, and
Mitsubishi/Aeon/Ministop.
Analysts see the continuing expansion of
Supply Chain Asia January/February 2010

the trading companies into downstream retail
as a consequence of shrinking revenues in
the upstream sector as demand for profitable
services such as brokering and consulting to
retail formats — traditionally outsourced to
trading companies — has declined.
Japan’s retail sector has been struggling
for some time amid falling consumer spend
and a lengthy trend of appreciation in the
value of the Yen. Falling prices have failed
to translate into higher consumption due

to lower wages in mainstay manufacturing
industries. Official confirmation from the
Japanese government at the end of last year
that the economy was in a state of deflation
has sparked unease that further falls in prices
will also mean further falls in wages.
Deflation has pushed retailers into
savage price wars (clothing discount store
Uniqlo is currently selling jeans at less than
$11 a pair). Convenience stores, it appears,
are also now under pressure, with the ten
major chains showing decreased sales for
the five months from June to October 2009.
Analysts say the deflating and sluggish
economy will keep retailers looking at new
ways to restructure and reorganise for some
time to come.

Slugging it out: Japan retail sales (percent change)
Year or month

2002
2003
2004
2005
2006
2007
2008

Retail Sales Index (percentage change)
Japan
USA
Canada
(0010)
(0020)
(0030)
Change from previous year in %
-2.0
2.4
6.3
-1.9
4.2
3.6
-1.0
6.1
4.7
0.0
6.4
5.6
0.2
5.3
6.4
0.0
3.3
5.8
0.3
-0.8
3.4

Korea, Rep. of Euro area
(0040)
(0050)
10.6
-3.1
1.1
4.1
4.0
5.0
1.0

1.1
0.8
1.5
1.7
2.3
1.4
-0.7

Source: Government of Japan

Greenburg goes for China
domestic logistics
Starr International, the US holding company
of investment entities controlled by former
AIG chariman and CEO Maurice Greenburg,
has expanded investment in China’s logistics
sector. Starr has financed the acquisition of
Shanghai trucking company Tong Cheong
Logistics Group by Beijing-based freight
forwarder New Times International Transport
Service Company (NTS), a company in which
Starr already holds shares.
The investment is aimed at extending the
international forwarding network of NTS to the
domestic China transportation market. NTS,
which currently ships to 40 countries from seven
gateways in China, generated sales of RMB2bn
in 2008. “We expect the logsitics sector in China
will experience long term growth amid rapid
development of its domstic market and recovery

in global trade,” said John Lin, president and
CEO of the Asia arm of CV Starr, a sister
company of Starr International also controlled
by Maurice Greenburg. Starr International is an
existing investor in NTS.
Headquartered in Shanghai, Tong
Cheong operates a fleet of some 1,800 selfowned and contracted service vehicles, as
well as more than 200 hubs and depots.
Maurice ‘Hank’ Greenburg has a long
history of relationship with China. He is
an Honorary Citizen of Shanghai and
a member of the International Business
Leaders Advisory Council for the Mayor
of Shanghai. He also sits on the Council of
International Advisors to the Hong Kong
SAR and on the International Advisory
Council to China Development Bank.

infrastructure
developments
update
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Maersk invests in Indian logistics depots
India’s depots and warehouse facilities are
rapidly growing in number. Last month
Maersk India opened a container depot in

Chennai and announced it had set aside
US$25m for a further series of depots
across the country. Maersk also revealed

India’s freight rail network is in urgent need of an upgrade

Outsourced logistics in
India to hit US$90m by
2012: ASSOCHAM study
The year 2012 will see the value of
outsourced 3rd party logistics business
in India hit US$90m, says a study by the
Associated Chambers of Commerce of
India (ASSOCHAM) released at the end
of 2009.
“One of the contributing factors for this
is Value Added Tax which is expected to
drive Indian industry towards using more
3PL services”, said ASSOCHAM secretary
general, DS Rawat, at the launch of the
paper, Building Logistics for Competitive
Business.
India’s total logistics market will hit a

value of $125m by the middle of 2010,
according to the study, which says some 55%
of domestic companies currently outsource
at least part of their logistics requirements to
a value of $60m per annum.
The study notes that recovering
manufacturing, retail and real estate
sectors will have a positive impact on the
logistics sector over the coming two years.
More domestic corporates are looking
to 3PL partners to assist in improving
competitiveness, and the sector is responding
with more complex logistics products and
offerings, it notes.

it is looking at getting into the domestic
container transport business and is scouting
for acquisitions. Maersk now has three
depots in India: in Chennai, Mumbai and
the capital, New Delhi.
“We would like to offer all the services
relating to containers in the country,” said
Maersk India’s Hans Henrik S Hansen
at the Chennai launch. “We have been
catering to EXIM customers, now we are
planning to enter into domestic logistics
solutions and our focus will be on container
movement only,” said Hansen.
Logistics firms in India plan to invest
about 50bn rupees over the next three years
to expand warehousing operations across
the country, a senior official of a logistics
industry body said at the beginning of
December. Future Group, Gati Ltd, AFL,
Safe Express and others have all commited
investment, said Tushar Jani, chairman
of the Western Region Logistics SubCommittee. The investments are expected
to create an additional 30m sq feet of
warehousing space in India over the next
three years.
However, India is still likely to face
a deficit of 50m sq feet of warehousing
space after the expansion, as procurement
of land is still difficult, added Jani, who
is also the chairman of SCA Group of
Companies.
Separately, as part of efforts to shift
more road freight to rail, India has set about
constructing a series of rail-based logistics
hubs for its expanding automotive industry.
Railway Minister Mamata Banerjee laid the
foundation for the first hub November 28
in Shalimar, near Kolkata in eastern India.
India plans to build 15 automotive hubs
throughout the country.
The Indian government is working on
the hubs with the railroads, automotive
manufacturers and other investors in
public-private partnerships. Maersk and
Singapore containerline APL are among
those closely following New Delhi’s
proposed plans to make rail available to
private investors.
January/February 2010 Supply Chain Asia
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infrastructure
transporters
– air
update
cargo

Beijing vs. Shanghai battle intensifies
Every decade or so, Chinese aviation goes
through a period of major consolidation.
With the end of the ‘noughties’, the carriers
of the Middle Kingdom are involved in
an unprecedented series of mergers and
acquisitions set to shake up the air cargo
scene dramatically.
At the heart of the changes is flag carrier
Air China. The Beijing giant has moved to
snap up Shenzhen Airlines, as the latter’s
major shareholder is investigated for fraud.
Air China already has a 25% stake in the
southern Chinese outfit and sources in
Beijing tell Supply Chain Asia Magazine the
takeover is being fast tracked. “We expect
to conclude this deal by February,” an Air
China executive confided.
Shenzhen Airlines, the nation’s largest
unlisted aviation firm, has 80 planes. Among
its subsidiaries is a JV with Lufthansa, Jade
Cargo. “We are in discussions with Germany
over how this relationship will proceed,” said
the Air China source.
A new business edge

Air China’s stock price jumped in Hong
Kong on the Shenzhen speculation.
Citigroup analyst Ally Ma said in a research
note that the proposed takeover, “could
elevate [Air China’s] competitiveness to an
unprecedented level.”
Air China has also just won the bidding
to take over the bankrupt assets of Wuhanbased East Star Airlines. Four-year-old East
Star had a fleet of 15 planes, carrying cargo

as belly freight. Last year it had intimated
it would enter the freighter market. Air
China has been in a long fought battle with
Shanghai-based China Eastern, even trying
to buy it out in 2007. It now wants to take
a greater slice of the Shanghai cargo pie,
forming a JV cargo venture with Hong
Kong’s Cathay Pacific to be headquartered
in Shanghai.
“The venture is expected to be launched
ahead of the 2010 Shanghai World Expo
but still requires regulatory approval,”
Kong Dong, chairman of Beijing-based Air
China, told the Shanghai Daily newspaper in
November. A spokesperson for Cathay said
that there were still plenty of issues to iron
out and a specific date was far off. “It will be
some time in 2010, when though, remains to
be seen,” the spokesperson said. According
to current plans, Air China will have majority
stake in the venture at 51 percent and Cathay
Pacific will hold the rest. The JV will use a
fleet of ten Boeing 747-400s.
Air China is acutely aware of the
strengthened position its rival, China
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Intra-China business

Moreover, in December, the country’s number
one logistics player, Sinotrans, announced
it was tying up with China Eastern on an
airfreight venture, whereby Sinotrans would
pump cargoes China Eastern’s way, primarily
for intra-China business. Sinotrans already
has a JV with Korean Air called Grandstar
Cargo International Airlines. Sinotrans
officials say the two JVs will remain separate
and focus on different regions.

China consolidation
Carrier			

Acquisitions in 2009

JVs organised in 2009

Air China		
			

Shenzhen Airlines*		
East Star Airlines

Cathay Pacific*

China Eastern		

Shanghai Airlines		

Sinotrans

* pending
Source: Supply Chain Asia Magazine

Aviation leads on
emissions reduction
The global aviation industry led by example
at the December Copenhagen climate change
summit with a legitimate claim to being the first
industry to make real headway in reduction of
carbon emissions on a global sector basis.
“We came to Copenhagen to be part of
the deal and we were encouraged by the level
of support for the industry’s global sectoral
approach and targets. We will continue to
press states to include these global targets in
any future deal,” said Giovanni Bisignani,

Eastern, will have after taking over Shanghai
Airlines. In December, the China Securities
Regulatory Commission approved China
Eastern’s plan to take Shanghai Airlines
in a deal worth US$1.3bn. Following the
merger, China Eastern will have more
than half the market share in Shanghai,
China’s financial hub, which accounts
for two thirds of all China’s air freight
volumes. China Eastern also has a growing
air cargo JV with COSCO Group, the
nation’s largest shipping conglomerate,
called China Cargo Airlines.

director general and CEO of the International
Air Transport Association (IATA).
Prior to the Copenhagen summit,
airlines, airports, air navigation service
providers, and manufacturers of aviationrelated equipment, agreed to improve fuel
efficiency by an average of 1.5% per year
to 2020; achieve carbon-neutral growth
by 2020, and to a net reduction of 50% in
carbon emissions by 2050 over 2005.
“We also found consensus among the

[Copenhagen] delegations that a global
sectoral approach should be established
for aviation emissions by ICAO [the
International Civil Aviation Organisation,
the UN agency for civil aviation] We will
work closely with ICAO to prepare a
global framework for managing aviation’s
emissions,” Bisignani said.
IATA is heavily pushing a global sectoral
approach to carbon emissions reduction. This
approach, managed through ICAO, would
consist of three main elements: full accounting
for aviation’s emissions as a global industrial
sector (not by state); global coordiation of
economic measures to ensure that aviation will
not pay more than once for its emissions; and
full access to global carbon markets.

We go beyond the box in every sense. Just as televisions have transformed from big
boxes to flat panels, our service keeps evolving to stay ahead of the pack. Going beyond
reliability and efficiency, we develop a genuine understanding of our clients’ needs and then
meet them with professionalism, flexibility and care. With over 30 years of experience, we are
able to provide customised solutions for any requirement. Our service goes above the rest,
you go beyond the best.
Hong Kong Air Cargo Terminals Limited

www.hactl.com
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Netherlands moves to secure Europe
supply chain gateway role
The Netherlands is close to introducing
a unified inspection authority for its port,
airport and logistics processes. The move
is designed to help secure the country’s
longstanding position as the key logistics
gateway to continental Europe.
“We are moving towards a ‘one
inspection’ system that would see police,

customs, quarantine, dangerous goods and
food inspection authorities mandate each
other to do shipment inspections,” Dertje
Meijer, the newly appointed president and
CEO of the port of Amsterdam, told Supply
Chain Asia Magazine.
In 2009, the seaports of Amsterdam
and Rotterdam combined their maritime

Dalian Port sets sail
In recent years we have all become
accustomed to shipowners taking up space
in the logistics chain, and part of that process
has been investing in marine terminals.
News in China is that Dalian Port is turning
the shipping to port operation process on
its head.
The leading northeast Chinese port and
container terminals announced recently that
a successful Shanghai listing would act as an
entrée into shipping. The plan is that after
listing on the Shanghai Stock Exchange, it
will spend at least Yuan284m (US$41.8m)
on the purchase of four ships.
The company, which is already listed
on the Hong Kong Stock Exchange, has
received shareholder approval to splash out

Yuan230m on a pair of ro-ro ships that will
carry 2,000 vehicles, as well as Yaun54m for
a brace of containerships.
The containerships are expected to
operate between various port properties
owned by Dalian Port Corp. A spokesman
for the port told Supply Chain Asia Magazine
that while the size of the containerships is yet
to be determined, the port operator would
indeed also be operating ships.
The spending on new vessels is part of
an overall Yuan4bn plan to acquire and build
additional terminals, the spokesman said.
On the box side, Dalian Port will also
invest Yuan224m in Dalian International
Container Terminal, the operator of phase 3
of Dayao Bay container terminals.

Southern China to lessen
box dependency
As box traffic collapsed this year and last, so
southern Chinese ports, which have been
hit badly as manufacturers closed or moved
away, have been looking for alternative
traffic.
In December, Shenzhen’s International
Container Terminal inaugurated its first
ro-ro services, with a 5,593 dwt vehicle
carrier, which loaded 120 cars for a voyage
Supply Chain Asia January/February 2010

to Tianjin. The ship is owned and operated
by China Changjiang National Shipping
Corporation RoRo Logistics, and the cars
carried are manufactured by BYD Auto.
BYD said Shenzhen was a natural choice
because of its proximity to the car factory.
Carriage by sea offered extra security at
a lower price than truck transport, the
carmaker said.

and logistics portals to enable complete
administration of logistics and shipping
processes to continental Europe via a
single electronic gateway. Portbase, a single
electronic shipping and logistics entry point
for the Netherlands, is a joint venture by
the two competing ports that combines the
features and functions of Portnet and Port
Infolink, the former shipping and logistics
portals of Amsterdam and Rotterdam.
“It means a much more efficient
administration system for shipments into
the Netherlands and continental Europe,”
said Meijer. “Going forward, we will also
integrate the cargo and logistics services of
[Schipol] airport to the system.”
On the physical infrastructure side,
Rotterdam and Amsterdam have established
another joint venture, Keyrail, which runs
dedicated cargo rail from the two ports into
Germany.
The port of Amsterdam is currently
piloting an Authorised Economic Operator
(AEO) scheme allowing authorised shippers
to carry out their own customs inspection
at originating cargo ports. A ‘virtual’ one
customs area for the port and airport is
being piloted.
“Amsterdam and Rotterdam combined
equal Shanghai in tonnage throughput.
These initiatives will help preserve the
position of The Netherlands as the
prime logistics gateway to Europe,” said
Meijer.
“Sustainable development is also
becoming an ever more important feature
for us and for the companies we host,” she
said, adding that a target has been set to
reduce the volume of goods moved in and
out of the port by road to 45% by 2020. One
measure under consideration to achieve this
is the provision of real estate by the port for
the set up of additional barge terminals in
hinterland areas.
In October last year, the city council of
Amsterdam approved a new Sustainability
and Innovation Fund for the port that
provides financial support for innovative
projects that lead to more sustainable
activities in the port confines.

“The system
maximises both
volume capacity
and product
selectivity, in
the space of
2200 m2 at the
temperature of
-25 ◦C.”
Mr. Kevin Lim
Integrated Cold Chain
Logistics Sdn Bhd

Mobile Racking System

Cost-effective, Semi-Automated, Safe
Efficient space utilisation, especially in high-cost cold
storage environment is of paramount importance.
SCHAEFER’s mobile racking system is a cost-effective
and efficient storage system that can effectively increase
pallet capacity by up to 100%! Equipped with the latest
technology, with the current EN safety features, the
mobile racking system can be customised to specific
requirements.
Interested to find out more?
Call us today, or visit us at www.ssi-schaefer-asia.com

Regional Headquarter:
Schaefer Systems International Pte Ltd

73, Tuas Avenue 1
Singapore 639512
Phone
+65/ 6863 0168
Fax
+65/ 6863 0288
eMail
regionalmktg@ssi-schaefer.sg
www.ssi-schaefer-asia.com
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In the land of

Cinderella
The past 14 months have been brutal for container terminal
operators and their asset prices. Sam Chambers reports

I

n hindsight, container lines will look back
to the final quarter of 2007 as the moment
they should have reined in their excess.
Container shipping generally is ahead of the
world economy by six to nine months and
it was towards the end of 2007 that growth
hit its zenith. For those involved in container
terminals, perhaps the peak came a year
earlier. Li Ka-shing, Hong Kong’s business
genius, had offloaded a 20% stake of his
vast Hutchison ports empire to Singapore’s
PSA International at the end of 2005 for a
whopping US$4.4bn. Li is dubbed in his
hometown as Superman for his canny knack
to sell at the top if the market, but it was
fully 12 months later before the true peak of
container terminal investment was hit.
In November 2006 a Canadian pension
fund splashed a remarkable $2.4bn for four
small North American terminals, whose
combined throughput was 2.2m teu, with
little chance of expansion. No analyst had
predicted higher than $1.5bn for the sell
off. The price paid was a wild 28 times 2007
earnings. The deal marked a new high
benchmark for terminal sales — a sector that
had gone berserk since the sale of CSX World
Terminals in 2004. Since then, P&O Ports and
Associated British Ports had been sold at
huge premiums.

Li’s port plays could be back in the press this year
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The bottomless pockets of DP World
The catalyst for all this dramatic container
terminal price escalation was DP World from
Dubai, which aggressively set out its stall
to become a world leader with — up until
September 2008 — seemingly bottomless
pockets to achieve its goal.
There were still more examples of
container terminal investment in the wild
days pre-Lehman Brothers demise. A unit of
Deutsche Bank shelled out stunning sums to
take over the North American outfit Maher
Terminals in May 2007. The price paid was
rumoured to be 40 times 2007 earnings.
DP World was a constant in the headlines,
while the canny folk at Hutchison were
increasingly noticeable by their absence in
the press. Hutchison, which had led the port
stampede since the 1980s, clearly felt the
market had got too hot.
By the time the global financial crisis
hit in September 2008, container shipping
was already in the midst of a shocking year.
Container terminals, like the lines, found
themselves with the triple whammy of large
overseas commitments, diminishing world
trade and credit lines cut off. Their customers,
the lines, were after cheap deals.
The container terminal business plan
was built around a myth that the box trade
would continue to grow and grow at high
single digit, low double-digit rates. Since the
end of 2007 this has proven patently not the
case, and the container shipping industry is
unlikely to fully recover next year, or even the
year after that. Some analysts put the return
to favourable supply/demand equilibrium as
far back as 2014.
Terminal asset prices have dropped even
more sharply than ship prices in the past 14
months.
Now, the terminal operators are doing
everything possible to reduce costs and hide
away any terminal expansion plans inked in
years gone by.

Nothing sedates rationality like large
doses of effortless money. After a heady
experience of that kind, normally sensible
people drift into behaviour akin to that
of Cinderella at the ball. They know that
overstaying the festivities — that is,
continuing to speculate in companies
that have gigantic valuations relative
to the cash they are likely to generate
in the future — will eventually bring on
pumpkins and mice. But they nevertheless
hate to miss a single minute of what is
one helluva party. Therefore, the giddy
participants all plan to leave just seconds
before midnight. There’s a problem,
though: they are dancing in a room in
which the clocks have no hands.
Warren Buffett,
wr iting in the
2000 Berkshire
Hathaway annual
report

Commented Matthew Flynn, Supply Chain
Asia Magazine contributor and principal of
Flynn Consulting: “The game has changed
from marching to the drumbeat of asset
expansion over to more of a symphony of
asset utilisation optimisation.
“Go to any container sector trade show
and you will see salesmen at the booths
selling equipment twiddling their thumbs
while there is a swarm around the geeks

❝

The Dubai government
has stressed that DP World
and its debt “are not included
in the restructuring process
for Dubai World.” However,
so grave are its parent’s
debts (around US$60bn,
or the combined GDPs of
Kenya and Costa Rica) that
expansion seems unlikely. DP
World managed a credible
$188m net profit for the first
six months of 2009.

❞
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Dubai’s property developments such as the Palm have racked up huge debts

selling software to optimise quay, yard and
gate productivity.”
While the late 1990s and the first
part of this decade were characterised by
Hutchison and PSA vying for container
terminal contracts, principally in China, the
latter part of the decade saw an aggressive
new contender, DP World, shape up as well
as many container lines increasingly anxious
to own their own berths.
Prices leapt upwards. But the architect
of this rise and fall, DP World, is now
unquestionably in the doldrums. Dubai
got slapped head on by the financial crisis
last year, and any thoughts it was coming
out of the worst of it were dismissed in late
November when the government of Dubai
admitted that DP World parent, Dubai
World, would be unable to pay back many
of its debts on time. The local stock market
tanked again, and analysts the world over
pontificated whether this latest crash could
bring the global economy a step closer to a
double dip recession.
It hasn’t. What it has done, however, is
clearly put a dampener on future DP World
plans. The Dubai government has stressed
that DP World and its debt “are not included
in the restructuring process for Dubai World.”
However, so grave are its parent’s debts
(around $60bn, or the combined GDPs of
Kenya and Costa Rica) that expansion seems
unlikely. DP World managed a credible $188m
net profit for the first six months of 2009.
PSA, meanwhile, has suffered at home, but
taken action overseas to counter dwindling
business this year. This is in line with the
Singapore government’s demand for state

run entities to avoid redundancies at home.
As a result, PSA has axed many jobs overseas.
Throughput at the port of Singapore was
down 16.8 percent to 21.6m teu in the first
ten months of 2009. This contrasts poorly
with a global average 10.3 percent fall in
volumes, and is thanks to Singapore’s heavy
reliance on transshipment — accounting for
85 percent of all Singapore volumes.
Group chief executive Eddie Teh said
earlier this year “all measures are being taken
to conserve cash in an illiquid credit market”.
Discounts have been offered, credit terms
extended to up to two months for key lines
and international expansion plans put on
hold. The second phase of development at
Pasir Panjang, off the West Coast Highway in
Singapore, has even been delayed.
No room for expensive
As lines look to lop off any expense possible,
ports that are simply too expensive have
been especially hard hit. A good example can
be found in north Germany.
After reporting a 26% drop in container
traffic in the first nine months of this year,
Hamburg port is bracing for a further fall in
throughput as two major lines, China Shipping
and CMA CGM, begin slashing services. The costs
of offloading a container from a ship to a feeder
vessel costs around $300 in Hamburg, about $90
more than in Rotterdam.
Klaus-Michael Kuehne, executive chairman
and majority owner of logistics company
Kuehne + Nagel, sounded the alarm at
the recent opening of a logistics centre in
Obergeorgswerder. Its competitors in the
North Sea region would leave behind Hamburg

In November 2006 a
Canadian pension fund
splashed a remarkable
US$2.4bn for four small North
American terminals, whose
combined throughput was
2.2m teu, with little chance
of expansion. No analyst had
predicted higher than $1.5bn
for the sell-off. The price paid
was a wild 28 times 2007
earnings. The deal marked
a new high benchmark for
terminal sales — a sector that
had gone berserk since the
sale of CSX World Terminals
in 2004.

❞

port in the race if something is not done
quickly, he told Hamburg mayor Ole von Beust.
Hamburg’s container handling fees and other
charges are much too expensive compared
with Rotterdam, Kuehne complained. He
also criticised the city for doing ‘too little’ to
expand and modernise port infrastructure,
such as deepening the Elbe River.
Amidst the downturn there will be
opportunities.
Hard-pressed container lines will be
forced to offload terminals. Bargains will
be there to be had. To this end a Kuwaiti
sponsored, Cayman Islands-registered
company, The Port Fund, has created a $300m
war chest to snap up distressed assets.
In today’s more hard pressed and frankly
more realistic financial world, the principal of
The Port Fund, Ghislain Lorthois, maintains
a reasonable benchmark for purchases of
around 8-12 times EBITDA, far removed from
the wild excesses of 2004 to 2007.
Another character well versed in the buy
low, sell high mantra is Asia’s very own Warren
Buffett, Li Ka-shing. He held back during the
sky-high price war of 2006 to 2008. His ports
division has provided the bulwark of profits
to the sprawling Hutchison empire over the
years. Li’s port plays could be back in the press
this year.

The author is the China correspondent
for Supply Chain Asia Magazine
January/February 2010 Supply Chain Asia
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How S&OP tamed a
billion-dollar tiger
By Mikael Hatzis

This Supply Chain Asia Magazine case study looks at the implementation and benefits
of an Asia-wide S&OP programme for a Fortune 500 company with annual sales in
excess of US$1bn and coverage all over the region

2

009 saw completion of a major business integration programme
in a rapidly growing Fortune 500 company in the fast-moving
consumer goods market with annual sales of over $1bn. The
organisation’s brands are international icons with powerful marketing
and branding footprints. But before the start of the integration
programme in 2007 its demand-generation efforts were only loosely
connected to regional supply support. The organisation was feeling
the growth pains of a stellar rise in the region. For a young and vibrant
regional executive team, the business integration and organisational
readiness challenges were formidable.
While we prefer the broader description of Business Integration,
to S&OP, we recognise that the term S&OP has high brand awareness,
and for the sake of minimising confusion, we will refer to the process
as S&OP from here on.
Growing pains
When we first began working with this organisation we encountered
the typical symptoms of an organisation that had grown rapidly. The
issues being faced by the company and its executive team included
the following:
1. Multiple sets of operating numbers. Sales, marketing, operations
and manufacturing all wielded different versions of the ‘truth’
–– numbers, forecasts, spend and priorities –– and none of them
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2.
3.

4.
5.

matched. This caused tension between departments and led to
the formation of functional silos.
Increasing working capital costs due to too much inventory in the
wrong place at the wrong time.
Frustration at product development delays. People worked to
their own priorities causing difficulty with resource planning and
application.
Lack of tactical alignment locally and regionally which exacerbated
the inventory problem.
An overall pervading sense of frustration.

❝

The [review] process is run once a
month and converges with the executive
review, with the entire executive team in
attendance. It is critical that the entire team
be present, because it is about delivering
the business plans –– not just sales and
operations.

❞
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S&OP practices are a prime determinant of business performance
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An S&OP framework was needed to help the organisation navigate
the business effectively towards the business plan. It would also allow
it to tap into more opportunities in a fast growing region and solve
discontinuity problems in demand, supply and logistics. Without such
a framework, the business could not effectively have one compelling,
agreed-to, and forward-looking plan that was active and synchronised
to the marketplace and business objectives. The business would
continue to be subject to the functional tensions where chaos could
degrade energy and undermine focus on achieving future targets.
By mid-August of 2007 the regional executive team came together
to design an S&OP model customised to the organisation’s needs and
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global footprint and deployable locally. The model would also have
the flexibility to take into account regional and local marketplace
variations. The team created a common implementation framework
and developed a systems framework to ensure the programme’s
information needs would be met.
The S&OP process and country level model
A globally consistent S&OP process was developed and the model
represented below was approved for deployment at country level.
Each of the review bubbles in this model play a specific role in
developing and deploying an organisational plan consistent with
achieving business plan objectives, whilst taking into account current
market conditions, resources available and business objectives.
The process is run once a month and converges with the executive
review, with the entire executive team in attendance. It is critical that
the entire team be present, because it is about delivering the business
plans –– not just sales and operations.
To ensure the information is concise, we developed an information
dashboard that allows the executive to understand the thinking
behind:
• The latest trajectories to the business plans
• The performance of key metrics
• Options to close any gaps
• Simulations to address opportunities

❝

It was important to ensure the
implementation at the local level was
not perceived as ‘forced from above’.
Key decisions on resource and
timing would be the province of the
local managing director and his/her
team.

❞

DO YOU VALUE YOUR ASSETS?
• PEOPLE • PROPERTY • INFORMATION • REPUTATION

• Supply Chain
Security

LRQA can help you validate your security
• Assessment • Certification • Training

• ISO 28000

• TAPA

Please contact us at: enquiries@lrqa.com
or visit: www.supplychain.lrqa.com
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This means the executive can focus on achieving the plans
effectively and on leading the teams to winning in the market
place. The process means decisions are based on facts and the latest
knowledge, making decisions about meeting the business objectives
more effective and interactive.

Active Planning and Integration
The plan to deploy the project involved activating a set of local country
S&OP platforms and as the country level S&OP process matured,
aggregating key elements to a regional S&OP framework.
One realisation was the need to establish a strong and active
process to manage the tactical horizon of the business. There was
a lot of noise and discontinuity here, especially between demand
and supply. We decided to implement a proprietorial process to
manage the local, regional and global tactical alignment process. This
would be a refined version of a process called Active Planning and
Integration (API) that is now used by Integratos as a staple process
to manage the tactical horizon.

Exec sign-off

The implementation pathway at local country level
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Exec sign-off

It was important to keep the executive team focused on achieving
the business plans and not get trapped in the day-to-day running of
the business. The API process is critical to achieving this goal. It lays
out a set of clear processes, accountabilities and responsibilities for
managing changes inside agreed time fences.
The process has a set of tools –– system reports, triggers and
algorithms –– that critique the drift from expected plans and
forecast outcomes, against actual outcomes. When the variances clip
predetermined upper and lower limits, a trigger is set off and a series
of cross-functional investigations occur.
The process is managed by key players from customer service,
demand, supply and innovation who have collective responsibility
and accountability to solve various problems.
Regional API can manage conflicts between countries. In a
constrained-supply environment, where allocation of stock is required,
for instance, the regional team review and engage with the local
country API teams to understand the variances and find solutions to
address the problems.
Time to implement
The S&OP director and his regional implementation team recognised
early on the importance of prioritising and resourcing the project, and
gaining maximum input and support from the regional executive. The
plan was as follows:
1. Ensure the regional executive understood the implantation
approach and scope and resources and time required.
2. Allocate sufficient resources for a period of over 12 months at a
regional level, so the regional team could facilitate and guide the
country implementations.
3. Pick a high-probability-of-success country to stack the deck for
success for the first implementation and go for quick wins. This
would allow the site to be used as a demonstration site to highlight
the benefits of implementing the programme.

Exec sign-off
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4. Ensure funds were available for external guidance and feedback
–– especially for education and systems development.
5. Add a ‘heavy’ regional executive sponsor on the team to break
through barriers as required.
6. Ensure that the implementation at the local level was not
perceived as ‘forced from above’. Key decisions on resource and
timing would be the province of the local managing director and
his/her team.
The first phase of the local implementation was one of
discovery. An integration diagnostic was conducted to gauge state
of organisational readiness from a people, process and systems
perspective. This led to a better understanding of the isues and
opportunitues facing the country and to a more focused and relevant
implementaiton.
The second phase was a set of education sessions and
workshops at the local country level. This included setting up a local
implementation team, which included an executive to ensure that
the focus of the programme was supporting the commercial side of
the business.
The third phase was a series of testing cycles where elements of
the model were tested by subject matter experts, end-users and all
other particpants to prepare them for engaging in the process. This
final step required acting out each of the reviews and deliberately
walking people through the process so that there was a sense
of comfort and understanding before launching them into the
real thing.
Our first demonstration site was Thailand where they had some
significant market challenges and a burning platform. They also had
a young and vibrant management team and a managing director
who was a strong, respected and intelligent leader. We were able
to implement the process in five months. That is an outstanding
achievement for a project of this
magnitude.
The Thai team considers the
S&OP process an indispensable
mechanism for running their business
and one of the reasons they were
able to deliver their business plans in
the face of the global financial crisis
in 2009.
Over the course of the next
six months, the programme was
launched into six other Asian
countries, including India and
China, using the same approach.
The challenges at each country were
quite different, but the substance
and the knowledge underlying the
programme was the same.
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knowledge that is required for them to understand, engage and be
enthusiastic about S&OP. To achieve this in a cost effective manner,
we developed an online education programme that covered all the
basic elements of S&OP and was specific to the organisation’s model
(see screenshot). It also included a section on implementation and
sustainability.
The situation today
The Asia-wide API process and local S&OP platforms have created
a strong framework for the organisation to be able to navigate the
business through turbulent times. It also allows it to take advantage
of new opportunities at a local and regional level.
The countries that implemented the process before the global
financial crisis hit were better able to weather the storm than those
who were behind in their implementation schedule. Amazingly, these
countries managed to deliver their annual operating plans.
The organisation is continuing on its journey to implement the
S&OP process in all key countries and markets in Asia Pacific. As
these affiliates look to more normal business horizons, they have a
stronger business integration process to allow them to navigate to
their strategic stand and objectives.
S&OP is a vital and indispensable process to improve the health
and capability of every organisation and the progress of this particular
organisation yet again confirms this. We need to recognise the
extraordinary contribution of the regional S&OP director and his
regional team for the success of the project. It is, after all, the people
that make things happen; the systems and processes merely support
their efforts to make great things come to life.

The author is a director of Integratos, the Australia-based
company that carried out the innovation in conjunction with
the S&OP director and regional team of the organisation

Education and access for all
One of the key elements of success of
this type of programme is to ensure
that we can share with people the

January/February 2010 Supply Chain Asia

20

infrastructure
supply
chain – STRATEGY
update

I

n many parts of the world—Asia-Pacific
included—business is looking up. Not
really up, but somewhat up. Various
companies’ cost-reduction measures have
helped them weather the storm, and in many
sectors the potential for ongoing revenue
growth seems strong.
Supply chain improvements played a part
in many companies’cost-reduction initiatives.
By raising or stratifying service levels, supply
chain innovation may have even boosted
some organisations’ income streams. Among
high performance businesses, this fact will
not be surprising—Accenture’s research has
shown that corporate leaders usually take
action during a downturn and subsequently
go on to derive sustained competitive
advantage during the upturn that follows.
Moreover, our supply chain mastery research
has shown that developing leading practices
in supply chain management makes
companies more likely than others to achieve
greater long-term profitability.
These findings raise a question of timely
importance. Are companies throughout
APAC and across the world poised to benefit
fully from the economic upswing? After all,
businesses seldom grow by accident, even in
good times. Positioning for growth—often
by shifting or enhancing supply chain
capabilities—is essential. And the time to
do so is now.
Of course, supply chain optimisation
is never simple, regardless of the climate.
Accenture has found that, although
companies want to adapt their supply
chains to changing market conditions,
many are handicapped by three significant
challenges: excess inventory; inflexible
contract frameworks with logistics service
providers; and a limited understanding
of how customer needs have changed.
Following is a close look at the nature of these
barriers, their implications for various APAC
countries and regional business operations,
and a brief profile of companies that have
addressed the problem successfully.
Reducing inventories
Excess inventory eats up working capital,
increases operating costs and limits
financial resources. Excess inventory is also
a ubiquitous problem. Nearly two-thirds
of respondents to a recent Accenture
survey reported that excess inventory
inhibits their ability to respond effectively
to changing market conditions (Figure 1).
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A good time to
learn from supply
chain masters
By Jeffrey Russell

Figure 1: Survey recipients were asked, “Are excess inventory levels inhibiting your
supply chain’s ability to adjust or respond to changes in demand?”
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Are companies
throughout APAC and across
the world poised to benefit
fully from the economic
upswing? After all, businesses
seldom grow by accident,
even in good times.
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Across industry sectors, the story was the
same: too much working capital tied up
in stagnant inventory—either too much
product in relation to current demand, or
worse, the wrong type of product.
Accenture has observed that this problem is
widespread across Asia Pacific. We recently
worked with a pharmaceutical company
where the overall inventory was around
six months. This included a significant
amount of slow moving inventory –– a
serious issue where remaining shelf life is an
important criterion for sales. A similar issue
was encountered in an EPC company that
manufactured its own structures. Though it
had excellent demand visibility extending up
to a year, inventory was in the range of six to
eight months.
Often these problems are caused by the
inability to match demand with supply. The
lack of accountability for forecast accuracy
and inventory levels, misalignment of long
term and short-term business goals, or
sub-optimal communication within the
organisation, or a combination of these
factors can be the underlying cause.
Excelling at Sales & Operations Planning
(S&OP) can be a particularly effective way
to reduce excess inventory. The key is
broadening the scope of the S&OP effort
to include not just planning but also the
physical network that will execute those
plans. That way, the company’s inventory
holdings are more likely to complement its
objectives for customer service, working
capital and operating costs. By adopting
‘master’s level’ S&OP processes, organisations
further tighten the interaction of financial and
manufacturing resources, thus improving
their ability to meet customer requirements
profitably. In effect, they make carefully
calculated decisions about service levels,
inventory holdings and pricing policies.
Chances are good that they also are able to
define responsibilities more precisely, make
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better tradeoff decisions and increase visibility and control.
In the EPC company for example, a globally integrated planning process was implemented.
The planning cell was centralised but the responsibility for planning metrics, like forecasting
and inventory, was jointly held by sales as well as manufacturing and logistics. This resulted
in better visibility across the organisation, increased trust, and improved communication.
As a result, inventory could be significantly reduced while actually improving service levels.
Expectedly, the ‘non-moving’ inventory also reduced significantly.
In another case, Accenture worked with a HVAC manufacturer to put in place an end-to-end
supply chain planning process including demand forecasting, requirement planning, inventory
norms, production planning, and dispatch planning. At the heart of the process, Accenture
instituted a multi-level S&OP process to integrate business plans across sales, marketing,
manufacturing, logistics and finance. A dedicated supply chain planning cell was established to
run the S&OP process, supported by a detailed S&OP scorecard to assist in root cause analysis
for excess inventory. A scientific business-case based decision-making process was initiated
for exceptional stock movement requirements –– additional indents upon the factory or interwarehouse transfer requirements. Over the course of the engagement, Accenture assisted in
reducing inventory levels to almost half of previous levels.
An integrated S&OP process had similar benefits in a construction equipment manufacturer
in Asia Pacific. This system created a common platform for marketing and manufacturing to
come together to plan operations enabling improved responsiveness to the market. It also
helped the company effectively manage the long lead times of costly component shipments
from the parent company. Establishing optimal inventory norms throughout the supply chain
helped free up working capital equivalent to six percent of the total raw materials inventory.
As a result, the company was faster than its competition in adjusting to a recent downturn in
the Indian construction equipment market.
Promoting partnerships
Through the above-mentioned survey, Accenture also found numerous companies
whose supply chain agreements with service providers have not produced the flexibility
and responsiveness the companies were hoping for. Put another way, roughly half the
respondents are not fully satisfied with their partners’ ability to ‘shift gears’ rapidly and
effectively (Figure 2).
Figure 2: Survey recipients were asked, “Do your supply chain agreements facilitate
extraordinary changes in operating conditions?”
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Although companies
want to adapt their supply
chains to changing market
conditions, many are
handicapped by three
significant challenges:
excess inventory; inflexible
contract frameworks with
logistics service providers;
and a limited understanding
of how customer needs
have changed.
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One defining factor is that most organisations have contracted with service providers for
specific periods of between one and five years—and thus are bound by those contracts’ fixed
fees, volumes, predetermined activities and operating models. These are constraints that, in
the current market, may be more of a conundrum than a comfort. Flexibility, after all, is key.
In various parts of Asia Pacific, contractual nuances and constrictions are a unique kind of
problem. We have seen a few companies set very inflexible norms with their suppliers. This is
particularly true in cases where the vendor is relatively small or where the balance of power is
largely in their favour. For example, this could be in terms of an unusually long payment cycle
(which in practice is stretched even more), or a reduction of orders placed at very short notice.
This regularly results in vendors cutting corners or failing to meet their service levels.
Accenture has determined that supply chain masters—more than most companies—are
determined to build flexibility into their supply chain contracts. To make that happen, they
typically work closely with service providers to understand what drives logistics costs. They
then initiate (or re-form) contracts that clearly differentiate in-scope versus out-of-scope
activities, and how the latter will be achieved and priced. The offer of a contract extension—
relating either to award duration, services provided or both—helps facilitate a renegotiation
process. Renegotiation is often vital, since it is usually better to improve and adapt an existing
relationship than launch a re-tendering process.
Several rules of thumb can help companies work with service providers to forge contracts
that fully balance cost, service and flexibility. Topping the list is developing a strategy that
matches the operational parameters of the contract to the desired outcomes. For example, a
‘closed book’ arrangement is likely to be most appropriate for a commoditised service while
an ‘open book’ may better accommodate relationships with significant value-add potential.
It also is vital that the negotiated contract be commercially viable for both parties, as well as
crystal clear in laying out the expectations that each side has of the other. Lastly, working
collaboratively to maintain and improve service performance and delivery is a cornerstone
Supply Chain Asia January/February 2010

of successful relationships with service
providers.
Many of these concepts were observed
at the construction equipment manufacturer
where effective collaboration with vendors
was leveraged to enhance internal
production capacity while minimising capital
investment required. Accenture helped the
company identify components that could be
outsourced to free up internal capacity and
potentially reduce material costs. This was
followed by identification of suppliers with
the financial muscle to increase capacity and
make investments. We assisted the company
to integrate its supplier strategy with its
own strategy, and supported suppliers in
developing a business case for expanding
their capacities. Finally, a joint improvement
programme was launched with select
strategic suppliers which entailed process
improvement exercises to establish the quality
processes and systems needed to achieve
manufacturing excellence. To compliment
this, we helped the company establish a factbased supplier performance management
system to align supplier performance with
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the company’s requirements. With the
data and tools to objectively measure and
compare vendors’ performance, buyers
had the support needed for more ongoing
sourcing decision-making, such as vendor
rationalisation, share of business reallocation
and supplier development.
Meeting customer expectations
In today’s economy, meeting customer
expectations is more important than ever.
And more than ever, it’s vital that companies
clearly define what they mean by ‘on time’
and ‘in full’—the key metrics for logistics
operations. After all, most organisations
need to be segmenting their customers by
importance, volume, service requirements,
cost-to-serve and so forth—and ‘on time and
in full’ can mean different things depending
on which of those categories you are talking
about. Of course, segmentation makes supply
chain excellence harder to achieve, since
every logistical variant adds complexity.
Accenture’s High Performance Supply
Chain study shows that supply chain masters
often excel at developing channel strategies
driven by segmented product and customer
needs. In effect, masters enhance their
segmentation efforts by actively managing
trade-offs between cost and service for each
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channel. As a result, masters typically achieve an ‘on time, in full’ performance that is about
13 percent better than what is achieved by the survey’s ‘low performers.’ In net, masters are
likely to:
• Establish strategic relationships across the organisation to drive collaboration and
flexibility.
• Emphasise transactional effectiveness by explicitly defining ‘on time’ and ‘in full’ for each
customer.
• Develop a strategic partnership approach with customers that promotes informationsharing and the provision of better service.
Because of the region’s unprecedented diversity, defining and optimising customer
relationships in Asia Pacific is particularly complex.
The nature of customer relationship development varies widely across industries, primarily
depending on the ‘closeness’ to the end consumer and the definition of ‘customers’ in the
value chain. In the case of most relatively low value products businesses (for ex. FMCG/FMPG),
organisations define their customers as intermediaries in the value chain (distributors or
retailers) and do not have direct addressability of end consumer. In these cases, customer
relationship development, maintenance and segmentation focus on the intermediate
‘customers’. Regardless of the industry paradigm, we find that many regional companies are
only beginning to segment customers and develop differentiated product offerings and value
propositions. We recently worked with a leading pesticide manufacturer to assist them segment
channel partners based on their size and profitability, and fine tune the supply chain to offer
differentiated service levels as part of a larger differentiated value proposition.
Of course, adjusting offerings and service levels in an environment constrained by excess
inventory and inflexible supply chain contracts is doubly tough, so it often makes sense to tackle
the first two challenges before launching an all-new segmentation and channel management
initiative. Still, the rewards associated with customer optimisation can be significant, with
increased efficiency and better service to key customers and accounts high on the list. Another
reward is cutting back the ‘long tail’ of customers—companies whose costs to serve are out of
alignment with the value or profit they bring to the relationship (Figure 3).
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Most organisations
have contracted with
service providers for
specific periods of
between one and
five years—and thus
are bound by those
contracts’ fixed fees,
volumes, predetermined
activities and operating
models. These are
constraints that, in the
current market, may be
more of a conundrum
than a comfort.
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Customer Revenue

Figure 3: The long tail of over-served customers

The “Long Tail”

Supply chain masters do more—and go further—with less
Clearly, there remains a significant gap between the supply chain capabilities of many
companies—within and outside APAC—and the capabilities Accenture has determined
are representative of supply chain masters. As we’ve seen, the latter enjoy flexible, lean and
dynamic supply chains, with end-to-end collaboration and visibility. And they continually
deliver superior customer service and operational cost performance, with cost-to-serve
numbers that often are lower than their competitors. That is basically the value proposition
associated with supply chain mastery: better, more-customised service delivered to customers
in less time at less cost.

The author is managing partner of Accenture’s Asia Pacific supply chain practice
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3PLs and the move
from price to value
By Tom Craig

T

The challenge for 3PLs is to regain the value proposition issue. Move
business from being more than a price topic. Define a service that
is customer-centric, solves a customer problem, creates customer
retention, has high switch pain and cost for customers, and
is sustainable

hird-party logistics providers, or 3PLs,
face a basic question that can be
phrased in different ways. Why you?
What differentiates you from competition?
Is there more than just price? Do you have
a value proposition that distinguishes you
from other 3PLs and that creates a strong
position with customers? This question arises
with discussions on growth, profitability, or
customer retention. It also occurs when a 3PL
considers becoming a 4PL.
3PLs have evolved from the core services
of the parent companies that were logistics
service companies by providing expanded
services to customers. Freight forwarders
placed people in customers’ offices to handle
export bookings. Warehouses provided light
manufacturing. This special service capability

gained visibility and took on a different life.
Those who were doing this were unique and
had a value proposition for customers.
Just another commodity
The 3PL became a way for commodity
service providers to grow sales, increase
profit margins and expand market reach. At
some point though, the potential was lost or
not realised. Either way, the impact was the
same. With customer RFPs and other actions,
the 3PL became another logistics commodity
service provider. The shortcoming with being
a commodity service is that price is a key
delineator among competitors. Pricing as the
central determinate for customers can erode
margins going forward with new customers
and retaining existing ones. The push by
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The shortcoming with
being a commodity service is
that price is a key delineator
among competitors. Pricing
as the central determinate
for customers can erode
margins going forward with
new customers and retaining
existing ones. The push by
customers for lower prices,
whether realistic or not, can
increase customer turnover.
For 3PLs and their
parents who have
high fixed costs,
the profit squeeze
can compound
the overall
situation and
push the breakeven point further
out. And the cycle
continues with
prices, margins
and breakeven.
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A value proposition changes the playing field
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3PLs

customers for lower prices, whether realistic
or not, can increase customer turnover. For
3PLs and their parents who have high fixed
costs, the profit squeeze can compound the
overall situation and push the break-even
point further out. And the cycle continues
with prices, margins and break-even.
The challenge for 3PLs is to regain the
value proposition issue. Move business
from being more than a price topic. Define
a service that is customer-centric, solves
a customer problem, creates customer
retention, has high switch pain and cost for
customers, and is sustainable.
Logistics service providers are often on
the outside of the customer. They have their
duties and tasks. But they are reactive to
what the customers say. This places them
at a disadvantage to customer penetration
that, in turn, constrains account longevity
and growth.
Change the playing field
A value proposition changes the playing field,
among competitors and with customers. The
value proposition states what you do for
customers, your contribution to making
them operate better. It is not a tag line or
slogan; it does not define the work you do.
Instead it is a strong differentiator versus
competition. It is a unique service that you
do for customers and that has strong worth
to customers.
3PLs, whether struggling for market
share and growth, higher margins, moving
the companies forward or to transition into
being a 4PL, need to assess the business—
both as to where they are and where they
want to be with a value proposition. The
analysis should include:
1) Long-term sustainability for the desired
value proposition. Does it create an
advantage? Is that advantage sustainable?
Is it unique or very specialised?
2) Is the company presently in the right
markets? Where is it positioned in
those markets? Where it started may
not be where it should be now. How
does it enter a new market? How does
the company position itself where it
should be?
3) How large is the market being targeted?
Larger mar kets can offer more
opportunity and less risk.
4) Does the value proposition apply to
one market or does it work in several
markets? That is important.

25

❝

The value proposition is not about fitting the proposition
to the 3PL’s business; it is about the 3PL fitting the
proposition. Generally, the 3PL should not replow old ground
or market. There is the topic of management experience
required with the value proposition and new market. Being
able to handle more leads, and better leads, is a nice
problem to deal with. A successful value proposition presents
branding opportunities.
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5) Who is the competition when you
offer the value proposition? If there are
multiple markets, are there different
competitors for each market? Even if
none exists at the time of launching it,
others will copy and enter to compete.
Who will those firms be and how will
they compete? What does competition
do to your growth plans?
6) Is the value proposition a proven business
model? Does it have more than one part
to it? How complete is it? This impacts
growth, penetration, retention and
potential competition. Note, there often
is not one value proposition; customers
differ. There are customer-adapted
variations of the proposition.
7) Is a strategic change necessary? Do not
take it lightly. Buy-in throughout the
company is important.
8) Does the company have sales and
marketing strategies? Are they consistent
with where the company wants to be? A
‘go-to-market plan is necessary.
9) Does the company need strategic
alliances? Access to markets, channel
suppor t, technology and other
capabilities can add to the
value proposition.
10) D o e s the development
and operation of the value
proposition require funding?
If so, determine the funding
strategy.
11) Will the value proposition
require change management
in the present operation? If
it will, then clearly address
this in the planning and
implementation.

the 3PL’s business; it is about the 3PL fitting
the proposition. Generally, the 3PL should
not replow old ground or market. There
is the topic of management experience
required with the value proposition and new
market. Being able to handle more leads,
and better leads, is a nice problem to deal
with. A successful value proposition presents
branding opportunities.
It is not that 3PLs do a bad job; but
without the customer perspective that
value proposition requires, they can lack
impact and context that can drive growth
and profitability. The value proposition will
not apply to much of the 3PL’s present entire
business, account base and market. It will be
used as a venture. The 3PL must be able to
deliver on the value proposition.
Those customers who do outsourcing
should also consider more than price and
look for the value proposition. Turnover of
3PLs by customers reflects on them, not just
on the 3PLs.
The author is president of US-based
Ltd Management

There are the details that go with
this. The value proposition is not
about fitting the proposition to
January/February 2010 Supply Chain Asia
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Ajay Mittal, group chairman and managing director,
Arshiya International Ltd, is presented with the Supply
Chain Visionary of the Year Award by Fergus Wong,
regional underwriting director, TT Club

Supply Chain Visionary of the Year

A

jay S Mittal is the driving force
behind the vision and mission of
Arshiya International to become
India’s first fully integrated supply chain
management and logistics infrastructure
solutions company. Under Mittal’s leadership,
Arshiya International is currently working on
a phased plan towards infusing US$1.2bn
into developing infrastructure and bringing
efficiency into supply chain management
across India that will ultimately re-define the
logistics industry in the country.
Over the past decade, Mittal has
expanded Arshiya International by adding
capabilities in international logistics, supply
chain management, information technology,
logistics infrastructure development and
rail infrastructure to its integrated business
portfolio. Arshiya today stands at the helm
of being the first developer of free trade
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and warehousing zones in India, as well as
the largest private container rail operator
in India.
After completing his MBA in the United
States, Mittal returned to India before
embarking on his career. He has held key
leadership positions in diverse sectors
including commercial and private real
estate development, financial services,
manufacturing, international trading,
information technology and global supply
chain management.
Mittal is chairman of the board and chief
executive officer of Arshiya International
Ltd. He also serves as a director with the
MG Mittal Group, one of India’s leading
business conglomerates in the real-estate
development and infrastructure space.
He is active with various social reform
and community service organisations. His
personal mission is for Arshiya International
to play a major supporting role in India’s
economic transformation.
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Michael Leong, vice president, sales and marketing, YCH
Group, accepts the Asian 3PL of the Year award from
Brian Miles, managing director, Asia Pacific, Schaefer SSI

Asian 3PL of the Year: YCH Group
YCH Group’s submission for SCALA 2009
Founded in 1955, YCH Group is the leading
integrated end-to-end supply chain
management and logistics partner to some
of the world’s largest companies, including
Dell, Motorola, Canon, ExxonMobil, B Braun,
Moet-Hennessy and Royal Friesland Campina.
The Singapore-based company currently
operates throughout Asia-Pacific, including
Singapore, Malaysia, Thailand, Indonesia,
Philippines, Hong Kong, Australia, China,
India, Vietnam and Korea.
A culture of innovation and passion for
supply chain excellence
A strong proponent of innovation, YCH
is recognised for its 7PL™ approach in
seamlessly integrating supply chain strategy
with execution to attain success in the SCM
industry. YCH attained the highly regarded
Singapore Innovation Class in October
2005 and clinched the prestigious National
Infocomm Award 2008 for its RFID-enabled
‘High Performance Supply Chain Nerve

Centre’. Recently, it was also awarded the
CIO 100 awards for demonstrating excellence
and achievement in delivering business value
through IT. Indeed, the company strongly
believes in technology as a strategic enabler
to provide real time information and achieve
end-to-end supply chain visibility for its
customers.
Corporate Social Responsibility
As Asia’s leading integrated end-to-end
SCM partner to various MNCs, YCH knows
how important it is to be environmentally
sustainable and pledge to do its best
in conserving the natural environment
through green facilities and processes,
while committing to fulfilling its customers’
supply chain requirements. In fact, YCH’s
latest DistriPark in Sriperumbudur, Chennai
is the very first green DistriPark in India to
be awarded the Gold certification for being
environmentally sustainable. All upcoming
and current facilities will also be built or
renovated to such standards.

YCH senior management, led by chairman
and CEO Robert Yap, is also frequently invited
to sit on various regional and national
political and business committees to offer
industry insights and assist the government
in terms of economic integration, ASEAN/
APEC policymaking and creation of a more
vibrant economy through our expertise in
SCM.
Moving forward – being truly Asiafocused
In a move to further extend its regional
wings, YCH Group has expanded its senior
management team to explore new frontiers in
the dynamic Asian logistics industry. Focused
on aggressive growth with priorities on China,
India, Indonesia and Korea –– consumptiondriven markets that have been deemed to
provide vast opportunities for logistics and
supply chain management as next engines
of growth, YCH is ready to tap on immediate
growth in these regions as the global economy
gradually moves towards recovery.
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Anthony Wong, managing director of Hactl, accepts the Air Cargo
Terminal of the Year award from TNT regional managing director
Onno Boots

Air Cargo Terminal of the Year: Hactl
Hactl’s submission for SCALA 2009
Key achievements over the past 12 months
1. Maintaining Hong Kong as the
preferred hub for international carrier &
global forwarders
Amidst the 2009 market downturn, to
date, Hactl successfully signed up eight
new customers (mostly freighters), further
contributing to Hong Kong’s world No. 1
ranking. Hactl’s senior management also
actively participated in worldwide industry
events, promoting Hong Kong to the global
aviation markets.

contingency cargo handling and providing
further protection to cargoes in adverse
weather.

2. Customer care top priority
Hactl considers customer feedback as the
key driver for continuous improvement.
Throughout 2009, new customer initiatives
including dedicated customer forums
for different customer segments were
introduced. A cultural project team was also
formed aiming at instilling a total customer
driven mindset among all staff.

5. Always staying at the forefront of
industry
Hactl is the world’s first air cargo terminal
operator to gain the IATA Safety Audit for
Ground Operations (ISAGO) accreditation.
Hactl also promulgated industry’s best
practice through organising the “International
Forklift and Pallet Building Competition” in
Hong Kong for three years in a row, an event
that has grown in international acclaim.

3. Introducing premium services with
enhanced terminal infrastructure
Notwithstanding the uncertain cargo
outlook, Hactl’s HK$21 million investment
in 3 external canopies was completed in
July 2009, much enhancing the capacity for
Supply Chain Asia January/February 2010

4. Kick-starting the four-year “COSACPLUS” investment in a new Cargo
Management System
Hactl aims to further enhance its service
reliability through investing in an even more
advanced cargo information platform for
the industry.

6. Committing to a greener and safer
environment
The environmentally related ISO 14001 and
OHSAS 18001 certificates were successfully
obtained in 2009.
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波兰

瑞典
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全球
南非

墨西哥
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东亚
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education & qualiﬁcations
what is the level of the highest qualiﬁcation that you have completed?
No tertiary qualiﬁcation
10.45%
Postgraduate
(Masters or Doctorate)
Other tertiary qualiﬁcation

33.77%

19.40%

Undergraduate
(Bachelor or Degree)

car

36.38%
overall ﬁndings
!

36.38% of the total respondents have completed an Undergraduate Degree.

what
areof the
thetotalkey
issueshave
you
would
considerDegree.
prior to undertaking rel
33.77%
respondents
completed
a Postgraduate

!

These results show there is a higher level of both Undergraduate and Postgraduate Degrees in 2009.

Salary

18.35%

Career development opportunity

17.76%

comparison to the 2008 results

9.77%

Cost of living

21.03%

of

the

total

respondents

Cultural considerations

Bachelor Degree

co

Advanced Diploma

7.45%
op

Advanced Diploma & Associate Degree

3.02%11
!

11.78%

Education for dependant(s)

! 17
3.65%

Graduate Certiﬁcate

5.77%

5.32%

Registered Training Certiﬁcate

6.48%

co

2.19%

Trade Certiﬁcate

Safety & Security concerns

9.62%
8.19%

Availability of medical care

18

9.49%

co
6.77%

11.45% Graduate Diploma

Degree.

Family

!

Graduate Diploma & Graduate Certiﬁcate

advantagesDegree
completedLifestyle
an Undergraduate
and 24.93% completed a Postgraduate

top fo

Postgraduate Degree

!

11

11.7

High School

co

No formal qualiﬁcations

1.36%

Other

3.02%

0.83%

%
20

%
10

0%

0%

Other

15
%

!

comparison to the 2008 results

In the 2008 report 17.46% of the respondents considered salary, 16.11% career d
12.13% family and 11.12% lifestyle advantages.
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Source: Logistics Recruitment 2009
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skills shortage
areas within the industry that have been difﬁcult to recruit in?

6.75%

Customer Services
3.96%

Support & Admin

8.74%

Distribution & Warehousing

13.53%

Transport & Logistics
5.72%

Engineering & Technical
2.02%

Facilities Management

3.67%

Finance & Accounting

2.20%

Human Resources

4.09%

IT & Telecommunications
1.76%

Legal & Corporate Affairs

2.41%

Maintenance & Workshop

3.47%

Manufacturing & Production

2.77%

Marketing & Communication

5.66%

Procurement & Inventory

5.23%

Project/Program Management

3.80%

Quality Assurance, Safety, Risk & Environment

2.74%

Research & Development

9.00%

Sales & Business Development

10.20%

Supply Chain

%
15

%
10

0%

5%

2.28%

Training & education

overall ﬁndings
!

13.53% of the respondents indicated that Transport & Logistics is the most difﬁcult area to recru
followed closely by 10.20% in the Supply Chain area.

comparison to the 2008 results

In the 2008 report 13.92% of the respondents indicated that Logistics was the most difficult area to

industry representation at board level

new: is supply chain and logistics represented by a director at board meetin
company?
overall ﬁndings
!

54.40% of the total respondents indicated that Supply Chain and Logistics is in fact represented b

Board meetings in their company. This result suggests that there is increasing recognition of our in
rooms around the world.
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A new
dawn for
China’s
labour
market
By Monique
Bianchi
China’s poor labour violations record has taken a turn for the better, but multinationals still need
to be aware of significant risks when sourcing or manufacturing in the country

C

hina’s economic zones satisfy much of the westerner’s appetite
many consumers when purchasing goods made in China.
for clothes, electronic goods, sports equipment, and so on, yet
Wal-Mart, Apple, Primark and Nike are prime examples of
they are subject to conflicting factors and have a bad reputation
companies that have been negatively affected by awareness raising
when it comes to labour violations against workers. It now appears
campaigns of NGOs such as China Labor Watch and have, in turn,
that there may be a movement towards better work practices, and the
attempted to tighten their supply chain practices to minimise
labour market is slowly but surely maturing. While the factors that have
labour rights violations. These campaigns have had a negative
sparked this change are conflicting, it is evidence that China’s labour
impact on China’s ability to attract investors from across the
market is affected by economic forces like the rest of the world.
globe, as companies such as Wal-Mart and Apple face significant
China’s economic zones are well known for their ability to attract
reputation risks of being associated with violations of labour
foreign investors due to a range of incentives offered, including tax
standards. At the same time, China has faced increased competition
relief, and a large pool of cheap labour. However, SEZs are also well
from other emerging economies, such as India, Vietnam and
known for the prevalence of labour rights violations due to weaker
South Korea, which also produce cheaply manufactured goods
enforcement of labour laws. Weaker enforcement can be attributed to
for western markets.
local labour departments not having the resources to properly monitor
In 2007, partly in an attempt to maintain its attractiveness to
workplaces, both in manpower and money.
international investment and differentiate itself from other emerging
Over the past few years, organisations such as China Labor Watch
economies, Beijing began to enact new labour laws that would offer
and Behind the Label have responded to reports of labour violations
better protection to workers. Key among these laws was the Labour
in China’s SEZs with very commercial campaigns. These campaigns
Contract Law, designed to ensure that all workers would be given a
have raised western consumers’ awareness of the origins of the
written contract of service clearly outlining their rights.
goods they consume, and the
When the financial crisis
conditions that workers endure
reached its peak in late 2008,
SEZs are well known for the prevalence
to produce these goods and
resulting in mass lay-offs and the
earn a living. Although current
closure of up to 670,000 smallof labour rights violations due to weaker
evidence suggests that these
to-medium sized enterprises,
enforcement of labour laws. Weaker
issues are not at the forefront
Beijing became concerned
enforcement can be attributed to local
of consumers’ minds, recent
that its decision to implement
labour departments not having the resources
studies suggest that they are
new legislation to improve the
still important factors in the
labour standards environment
to properly monitor workplaces, both in
decision-making process for
in the SEZs had been the wrong
manpower and money.
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Special economic zones

Weaker enforcement: special economic zones

paid, low-skilled job. In 2009,
there were 6.1m graduates
Free trade zone
Special administrative regions
Economic zones
Free trade zone
looking for work. If they do
10. Haikou
12. Shenzhen
18. Ningbo
35 Hong Kong
accept a low skilled job, they
11. • Shenzhen Futian
13. Guangzhou
21. Shanghai Waigaoqiao
36 Macau
will often defend their labour
• Shenzhen Shaoujiao
14. • Zhuhai
23. Zhangjiagang
• Shenzhen Yantian Port
• Shantou
24. Qingdao
rights by mounting protests
14. • Guangzhou
15. Xiamen
27. Tianjin Port
and seeking remedies through
• Zhuhai
20. Shanghai Jingqiao
32. Dalian
• Shantou
21. Shanghai Waigaoqiao
34. Hainan
courts. A recent report by NGO
16. Fuzhou
26. Tianjin
Labour Bulletin analysing 100
17. Xiangyu
34. Hainan
labour protests over 2007 and
2008 reveals that strikes are
becoming more common and
more successful. The workers
demands are also more
31
sophisticated, from protesting
32
1
2
30
over basic labour violations
28 29
33
including non-payment of
26 27
wages to disputes over collective
2524
bargaining agreements and
3
6
23
better working conditions.
22
8
4 5
There are now reports, that to
20 21
7
attract workers to unskilled
19
18
jobs firms have been providing
better wages, and working
15 17
16
1314 12
conditions.
11 35
9
Although the think ing
36
in
relation
to labour rights in
34 10
Beijing is changing there are
Export processing zone
Export processing zone
Export processing zone
Export processing zone
still major problems in relation
1. Urumqi
13. Guangzhou
22. • Kunshan
25. • Yantai
to the protection of workers.
2. Hohhot
15. Xiamen
• Suzhou New &
• Weihai
These include the different
Hi-tech District
3. Xi’an
19. • Hangzhou
• Qingdao
and inconsistent levels of
4. Chengdu
• Ningbo
• Jinan
• Suzhou Industrial Park
5. Chongqing
• Jiaxing
• Weifang
• Wuxi
enforcement in all labour
6. Zhengzhou
20. • Shanghai Songjiang
26. Tianjin
• Nantong
departments, a weak social
7. Wuhan
• Shanghai Jingqiao
28. Beijing Tianzhu
• Lianyungang
security system that does not
8. Wuhu
• Shanghai Qingpu
29. Qinghuangdao
• Nanjing
9. Beihai
• Shanghai Fengpu
30. Shenyang
• Zhengjiang
protect workers (especially
12. Shenzhen
• Shanghai Caohejing
31. Hun Chun
migrant workers) and many
workers still not being aware
Source: Maplecroft 2010 – copyrighted material to be reproduced with permission only
of their rights. Some employers
use these weaknesses to their
one. At that time, it was felt that the economic cost of better labour
advantage in labour exploitation, including low wages, long working
standards couldn’t be afforded. Struggling companies faced new
hours and unsafe working conditions.
burdens to pay compensation, which had
resulted in many closures and lay-offs.
Child labour, fair wages, workplace safety, and other key
However, recently, other factors have come
in to show that this is not necessarily the
labour issues, force many into playing endless games of cat
case. A 15-20 percent increase in orders from
and mouse, spot-checks and third-party verifications. These
multinational companies just before the
issues largely depend on the manner in which companies
Christmas season in Guangdong province
develop their supply chains in the first place. Historically, when
resulted in many factories struggling to meet
doing this, companies felt they had two essentially different
supply as there is now a labour shortage.
avenues to choose from: economic (profit) and moral. With a
The labour shortage is a result of many
migrant workers that had been laid off earlier
lack of an efficient feedback mechanism that highlighted and
in the year returning to their rural homes.
properly valued the risk of poor labour practices to a brand’s
This has been further exacerbated by a
value in the market, the economic (lower cost) avenue was
new generation of worker who is educated
often the avenue of choice.
and simply not prepared to accept a low-

❝
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Localised labour rights and protection risk profile
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Labour risk in China
!
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Provinces
1 Xinjiang
2. Xizang
3. Qinghai
!
4 Gansu
5 Sichuan
6 Yunnan
7 Guizhou
8 Guangxi Zhuang
9 Hainan
10 Guangdong
11 Jiangxi
!!
12 Fujian
13 Hunan
14 Zhejiang

!
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!
!
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!
!
SHANXI

!
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Jiangsu
Anhui
Hubei
Henan
Shaanxi
Ningxia
Shanxi
Hebei
Shandong
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Jilin
Heilongjiang
Neimenggu

GUANGDONG

Guangzhou
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!
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either left blank, incomplete or are
written in English. There are also
reports of some workers in smaller
factories not signing contracts at
all, while in other factories workers
have reported that employers
have hiked both food prices and
penalties for minor mistakes on
production lines.
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conditions
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Yaodu
Basic rights on working
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conditions are still poorly
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the National Labour Committee
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working conditions in plastics
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and electronics factories in the
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Lanzhou
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province. Companies sourcing
3
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!
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from China’s economic zones
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!
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!
must implement measures to
16
2
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!
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ensure that minimum standards
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!
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are complied with.
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In November 2009, China
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!
8
!
!
!
!
!
!
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a report uncovering
!
!
!
LAOS
INDIA
!
9
labour
rights
violations at five
!
of
Wal-Mart’s
supplier
factories,
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VIET NAM
!
THAILAND
which produce goods such as
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shoes, decorations, tools, paper
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boxes and curtains. Violations
included failing to provide copies
Overall localised
labour rights risk profile
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Labour rights violations (2007 - 2008)
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poor and unsafe. Upon release of
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commenced investigations in
relation
to
all
five
factories
and
these
are continuing. Spokesman
Supply chain risks for foreign investors
for the company, Richard Coyle, said: “We take reports like this very
According to Maplecroft’s Labour Rights and Protection Index, China is
seriously, and we will take prompt remedial action if our investigations
still an extreme risk country, ranking number one out of 196 countries.
confirm any of the alleged findings”.
India, meanwhile ranks sixth. According to Maplecroft’s China Labour
Another report published in January 2009 by the US-based NGO
Rights Report, labour rights violations, especially in economic zones,
National Labour Committee, entitled “High Tech Misery”, reveals
include long working hours, the use of child labour, substandard
sub-standard working conditions in plastics and electronics factories
working and living conditions, and employees being subject to
in Dongguan. The report claims that employees are forbidden from
conditions akin to forced labour.
going to the restroom and talking to colleagues. They are reportedly
Companies have to be wary of local suppliers ignoring or attempting
fined for being one minute late and work long hours –– an average
to circumvent labour laws. Recent reports of such tactics have been
of 81 hours per week –– sitting on wooden stools with no backrests.
made by the Dagongzhe Migrant Workers Rights Centre, which
They are paid a base wage of US$0.64 per hour and after deductions,
claimed that many companies in Shenzhen are avoiding labour laws
this is reduced to $0.41 per hour.
by reducing overtime pay, and using doctored contracts, which are
!

\Yaodu
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!
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!

!!

!
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Responsible businesses should be aware
of the rights of Chinese workers and should
be taking a proactive approach when sourcing
from China, and other developing nations to
avoid complicity in labour violations. Supply
chain management procedures should allow
for independent audits, random checks by the
company to suppliers’ premises and impel
and support suppliers in establishing good
labour standards and procedures.

❞

Forced labour
China is also an extreme risk country for forced labour and trafficking
according to Maplecroft’s Human Rights Risk Atlas 2010 (ranking first
for both indices out of 196 countries). In contrast South Korea has a
low risk of using forced labour or trafficking in the country, scoring
8.68 in Maplecroft’s 2009 Human Rights Report (171/196).
Businesses sourcing from China should be particularly aware that
their suppliers may be using forced labour. According to the ILO, forced
labour is a serious problem in factories producing various consumer
goods for export, such as textiles, footwear, radios, television and
sporting equipment. Victims of forced labour often include children,
the disabled, prisoners and women. In April 2008, up to 1,000 children
were found working in forced labour conditions in factories and
workshops in Dongguan. When conducting supplier audits, businesses
should factor in controls for this risk.
There is official level recognition of the problem of forced labour
and efforts have been made to tackle the problem and rescue victims.
In June 2007 the director of All China Federation of Trade Unions, Wang
Zhaoguo, together with the Ministry of Labour and Social Security,
called for “a thorough examination to stop the violation of migrant
workers’ rights,” targeting industries that typically employ migrants
including manufacturing, construction, mining and restaurants.
In March 2008, Chinese media reported that police had rescued
33 mentally disabled men who had been forced to work as slaves
at a building site in Hulan, a city in the northeastern province of
Heilongjiang.
Child labour
Children under 16 are prohibited from working in China. In other
developing countries, age restrictions are much more lax. In India,
for example, children over age 14 are permitted to work in factories.
According to Maplecroft’s Labour Standards Report – India, the
country has the largest number of working children in the world. In
contrast, Maplecroft’s Labour Standards Report - South Korea, notes
that the use of child labour in the country is very limited.
Nevertheless, businesses operating in the textile, electronics and
manufacturing sectors in China should be wary of the use of child
labour in their supply chains. A recent People’s Daily report claims

that the labour department in Shandong province’s Jinan city found
juvenile workers were most prevalent in toy production, textiles,
construction, food production and light mechanical work industries.
The use of child labour is prevalent in some sectors as smaller hands
and better eyesight makes any detailed work easier.
The government recently acknowledged the problem and its
relative prevalence in certain industries, particularly export and
textiles. The government maintains, however, that the problem is
not widespread and that most children work to supplement family
incomes, particularly within impoverished rural areas by assisting their
parents. Chinese officials, in response to its Universal Periodic Review
before the United Nations Human Rights Council in February 2009,
said child labour in the country is not a major problem, noting, “the
government severely punishes those who use child labour.”
The future
China ‘s labour market is redefining itself, but it will still take a number
of years before it matures into a market rivalling countries in Europe
or other parts of the western world. Many of the new generation do
not wish to work in factories where unskilled labour is required. It is
also a perfect opportunity for China to move out of the lower-end
market and upgrade its manufacturing base. This appears to be
occurring, with the help of multinational companies sourcing in the
region. Nokia, for example, on 1 December 2009, announced it will
be developing information technology talent by training 500 migrant
workers.
These moves will also improve the working conditions for
employees in the country. There are still, however, widespread reports
of labour rights violations in many factories in the SEZs of Guangdong
Province and this will continue until the country’s labour culture
catches up with its laws. Violations that companies must especially
look out for within their supply chains are the use of child labour,
unsafe working conditions and long working hours.
Responsible businesses should be aware of these rights and
should be taking a proactive approach when sourcing from China,
and other developing nations to avoid complicity in labour violations.
Supply chain management procedures should allow for independent
audits, random checks by the company to suppliers’ premises and
impel and support suppliers in establishing good labour standards
and procedures.
The author is a human rights analyst with Maplecroft
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Supply Chain - Materials handling

of modern materials handling solutions.
“It used to be that the retailer ran the
warehouse,” says Miles. “Now the retailer
needs stock given to him quickly on a
demand basis by his logistics provider. For
our industry, this essentially means creating
systems that can achieve fast and accurate
stock replenishment using innovative storage
solutions. It also means that our primary
customers are the 3PLs operating bespoke or
multi-user warehouses for manufacturers.
Rising demand in Asia
With the Asian market still emerging and
highly competitive –– 3PL warehouse
management contracts are typically
renegotiated every three to four years –– the
return on investment of advanced materials
handling systems can take time to achieve.
But demand is growing in countries such as
Australia, Singapore and South Korea, where
labour costs are higher.
Generally high levels of investment in
logistics and supply chain in China is also
resulting in growing demand for more
advanced technologies in the giant Asian
market that holds so much potential for

asiaLooks

for more advanced materials
handling solutions

A

s Asia consolidates its position as
the world’s manufacturing centre,
investment in advanced materials
handling technologies is on the rise. But
lower cost business models relative to the
US and Europe mean the region is still well
behind its western counterparts when it
comes to implementing the most efficient
systems.
“Europe is a very mature market and you
see a lot of investment in technology. This is
Supply Chain Asia January/February 2010

spinning into Asia, but lower cost business
models here mean it is difficult to build a
good ROI,” says Brian Miles, regional head of
SSI Schaefer, the Germany-based company
that produces some of the most advanced
materials handling solutions available in the
market today.
Over the past decade and a half, changes
in the operation of retail supply chains and the
associated growth in outsourced third party
logistics have largely determined the nature

The changing nature of
global supply chains has
had a big impact on systems
and solutions for materials
handling. While Asia is still
well behind Europe and the
US in terms of use of the most
advanced technologies, that
gap is diminishing, Brian
Miles of SSI Schaefer tells
Supply Chain Asia Magazine

so many supply chain players. “In APAC,
its coming fastest in the more developed
markets such as Australia, Singapore and
Korea. But we’re also seeing a growing
interest throughout Asia including of course
China. Order fulfillment is now becoming the
keyword. Operators are looking to achieve
higher productivity, increased efficiency, with
improved picking accuracy whilst reducing
costs” says Miles.
Industries such as cold storage –– which

Supply Chain - materials handling

inherently requires sophisticated technologies for handling goods;
and pharmaceuticals, where a high level of accuracy is required to fill
small-piece, high-value orders –– are proving first adopters of higher
technologies in the region.
“At least 50% of the AS/RS [Automated Storage and Retrieval
System] warehouses we have recently built in Asia are for cold
storage. Cold stores are more difficult to operate manually and the
return on investment in automation is easier to justify,” says Miles.
While enormous refrigerated warehouse operations are quite
common in Europe and the US, they are still lacking in Asia. But they
are definitely on the way, and for companies like Schaefer, potentially
represent a large part of their future growth in Asia. “You really have
a whole new industry with new specialist players coming in looking
for the best technologies,” says Miles. “Apart from AS/RS storage
systems, we are actively promoting mobile storage systems which
can double the number of pallet locations within an area justifying
their higher initial investment cost.”
One such player, New Jersey-based Preferred Freezer Services
(PFS), last year announced construction of a new state-of-the-art
280,000sq ft refrigerated warehouse facility at the Lingang Logistics
Park in Shanghai.
China is currently the world’s fastest-growing consumer
market for perishable food and pharmaceutical products. But per
capita refrigerated warehouse space is less than one-tenth of most
developed countries. “The [Shanghai] facility will be the largest in
PFS’ global network,” notes John Galiher, CEO of PFS, adding that
the Lingang facility is the first of many planned for the China market
and other parts of Asia.
Schaefer were awarded PFS’s first coldstore in Asia with local
partner Antarra in HCMC Vietnam, which opens early this year.
The cold storage sector has historically proven a driver of
innovation in materials handling. It was five years ago at a major
industry exhibition in Germany that Schaefer unveiled a driverless V+A
truck working in conjunction with a mobile racking system. The laser
and software-controlled vehicle is a first of its kind innovation aimed
primarily at cold storage environments where workers in Europe are
required to spend 40mins outside for every 20mins inside.

New Jersey-based Preferred
Freezer Services (PFS), last year
announced construction of a
new state-of-the-art 280,000sq ft
refrigerated warehouse facility at the
Lingang Logistics Park in Shanghai.
China is currently the world’s fastestgrowing consumer market for
perishable food and pharmaceutical
products. But per capita refrigerated
warehouse space is less than onetenth of most developed countries.
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Automated picking
Take-up for advanced materials handling technologies In
pharmaeuticals has also been strong. The pharmaceuticals industry
has seen huge growth in Asian markets such as China, India and
Singapore over the past decade. Products such as Schaefer’s A-Frame
system –– a fully automated piece and carton picking system –– have
been specifically developed for pharmaceutical supply chains and
are finding their way into pharma supply chain operations in the
region.
“A high level of automation is required because you potentially
have thousands of SKUs going to many different outlets. Each order
might only be three or four line items, and one or two pieces per
item. And you might have literally thousands of these orders to fill
in a day,” notes Miles.
Schaefer has sold A-Frame systems for pharmaceutical
operations in Australia and South Korea, as well for the tobacco and
contact lense industry in China and Japan.
According to Miles, piece and case picking in Asia is generally still
done on a manual basis, but the future is semi automated systems
that bring goods to the pickers. “You can then use different picking
technologies that deliver different degrees of accuracy. Pick-to-Voice
is one that is still quite rare in Asia. Pick-to-Light is becoming much
more common.”
To assist customers in the transition to more accurate Pick-to-Light
systems, Schaefer developed ‘I-Pick’, a mini-microprossesor that can
be retroffitted to any warehouse storage system. I-Pick is generating
interest in Asia because it is a lower cost way of bringing a much higher
level of efficiency and accuracy. Schaefer claims each system, designed
to suit up to 300 stocking units, can deliver an efficiency increase of
up to 300%, with vastly improved picking accuracy.
But introducing it to the region still has its challenges. “There
is a lot of interest in the technology but some companies have
difficulty accepting the software can integrate with the mainframe
computer so easily. We decided we needed to address this and so
started offering an initial basic package with options to build up to
the full system.”
Bulk handling
Satellite systems are another technology generating interest
in the region. Generally used where you have a high volume of
homogenous product –– such as paper, tobacco or edible oil –– these
consist of radio frequency controlled satellites that travel down a
lane to collect or deliver product. Used as an alternative to traditional
drive-in racking and forklift trucks, the satellite system is considered
to be a much safer and faster alternative.
“The cost of the racking for the satellite system is really the same
as a traditional drive-in system as we have a similar weight of steel.
The cost of the satellite is covered by increasing the efficiency of the
forklift truck which can handle a far higher number of pallet cycles
per hour.” Schaefer started marketing this new concept 4 years
ago using battery operated satellites, an idea that has been widely
accepted throughout the region, with projects being undertaken
in Indonesia, Australia, Malaysia and Thailand. 2009 saw the launch
of Schaefer’s ‘Orbiter’, a unique satellite that uses power caps to
store energy provided via the docking station through an in-rack
power supply, removing the need for a battery. The first project was
awarded in India for a beverage manufacturer late last year.
January/February 2010 Supply Chain Asia
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C-level and HR fail
to see eye to eye
A

gainst a backdrop of the global financial crisis, consolidation frenzy
and other macroeconomic factors, 2009 saw an increase in demand for
career transition and outplacement services in the supply chain and
logistics industries as businesses sought to redeploy human resources within
their operations.
In many cases, businesses are “looking to adopt short-term reduction of non
revenue generating personnel,“ according to Kim Winter, chief executive officer
with Logistics Recruitment, which at the end of last year released results of an
in-depth survey of the supply chain and logistics employment market.
“There is strong evidence of the market continuing to see the recruitment
and deployment of key executive talent as pivotal to managing successfully
through the current recessionary environment,” says Winter.
With expectations of a slow and steady market recovery in mid to late 2010, a
significant number of firms, in particular those that have recently been involved
in M&A activity, are searching for high calibre vice presidents, country managers,
business development directors, CFOs and CEOs to drive new business models
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The findings of
an extensive new
employment market
survey show supply
chain and logistics
firms are hiring, but
that C-level and HR
executives are not
aligned on the key
human resource
challenges and
requirements faced
by their organisations.
Chew Wai Yee reports

people

and optimise growth and profitability over
the coming 12 to 15 months, he adds.
There is on-going global demand for
specialists to find employment as consultants
and contract and interim managers with
particularly high demand for senior talent in
FMCG, specialist retail, healthcare, cold chain,
contract logistics, specialist warehousing and
freight management, the report notes.
The online survey conducted by the
Australia-based recruitment firm drew
responses from 2,680 people in Australia,
Oceania, Africa, America, Asia, Europe, the
Middle East and New Zealand. Approximately
15% of respondents were employed in Asia,
with the largest Asia representation of 32%
from Australasia.
Differing perceptions
The responses from northeast Asia showed
that while most agreed the financial crisis
and the resulting economic slowdown would
have a significant negative impact in the
coming 12 months, there were differences of
opinion between human resource personnel
and C-Level executives on other significant
influences on the employment market. The
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education & qualiﬁcations
What is the level of the highest qualification that you have
completed?

what is the level of the highest qualiﬁcation that you have completed?
No tertiary qualiﬁcation
10.45%
Postgraduate
(Masters or Doctorate)
Other tertiary qualiﬁcation

33.77%

19.40%

Undergraduate
(Bachelor or Degree)
36.38%
overall ﬁndings
!

36.38% of the total respondents have completed an Undergraduate Degree.

!

33.77% of the total respondents have completed a Postgraduate Degree.

!

These results show there is a higher level of both Undergraduate and Postgraduate Degrees in 2009.

car

What are the issues you would consider prior to

what
are therelocation?
key issues you would consider prior to undertaking rel
undertaking
Postgraduate Degree

comparison to the 2008 results
21.03%

of

the

total

18.35%

respondents

top fo
3.65%

Graduate Certiﬁcate

and 24.93% completed a Postgraduate

9.77%

Cost of living

!

Bachelor Degree

Degree.

Advanced Diploma

co
7.45%

3.02%17
!

5.77%

5.32%
co

Registered Training Certiﬁcate

2.19%

Trade Certiﬁcate

Family

11.78%

Education for dependant(s)

6.48%

Safety & Security concerns

op

High School

!

11.7

11

No formal qualiﬁcations

1.36%

Other

3.02%

!

0%

9.62%
8.19%

Availability of medical care

18

Advanced Diploma & Associate Degree

11.45%

Cultural considerations

6.77%

Graduate
Diploma
17.76%

Career
development
opportunityDegree
completed
an Undergraduate

Lifestyle advantages

9.49%

Graduate Diploma & Graduate Certiﬁcate

co

11

co

15
%

Salary

%
20

10

%

0.83%

Other

0%

Other areas of
contention between the
human resource and C-level
staff could be seen in their
understanding of staff
turnover and the impact of
skills shortage on business.
Among northeast Asia
respondents, HR employees
estimated staff turnover to be
20-30%, whereas C-level staff
estimated it to be significantly
less at 7-12%. Large
differences in opinion between
HR and C- level personnel
in different areas suggests
a need for better alignment
in their understanding of
what is happening in their
04
organisations.

comparison to the 2008 results

supply chain & logistics 2009 Employment Market Surve

In the 2008 report 17.46% of the respondents considered salary, 16.11% career d
12.13% family and 11.12% lifestyle advantages.
Source: Logistics Recruitment 2009

2010the
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would you consider relocating for your January/February
career in
future?
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Overseas recruitment
The survey highlights a significant increase in
career mobility with over 45% of respondents
indicating they have relocated in the past
three years for the sake of their careers. Over
50% of that group said they had relocated
internationally. Over 85% of total respondents
said they would consider relocation for their
career in the future.
In northeast Asia, 86% of C-level
respondents said they would hire from
overseas, with cultural fit and financial
expectations as the main focus for overseas
recruitment followed by language ability.
“We have been able to assist many clients
with international placements over the last few
years and are clearly aware of the need to assess
the softer issues surrounding international
placements of executives,” says Stolp.
The overall survey showed HR and C-level
Supply Chain Asia January/February 2010

skills shortage
Areas within the industry that have been difficult to recruit in?
areas within the industry that have been difﬁcult to recruit in?

6.75%

Customer Services
3.96%

Support & Admin

8.74%

Distribution & Warehousing

13.53%

Transport & Logistics
5.72%

Engineering & Technical
2.02%

Facilities Management

3.67%

Finance & Accounting

2.20%

Human Resources

4.09%

IT & Telecommunications
1.76%

Legal & Corporate Affairs

2.41%

Maintenance & Workshop

3.47%

Manufacturing & Production

2.77%

Marketing & Communication

5.66%

Procurement & Inventory

5.23%

Project/Program Management

3.80%

Quality Assurance, Safety, Risk & Environment

2.74%

Research & Development

9.00%

Sales & Business Development

10.20%

Supply Chain

%
15

10

Source: Logistics Recruitment 2009

%

2.28%

Training & education

5%

former cited employment legislation changes
as the next significant factor affecting supply
chain and logistics employment market
growth, while many of the latter were more
wary of fuel prices.
“Given new HR legislation in China, this
response was expected. But C-level staff
were far less concerned about this change
in legislation than HR people –– probably
something of note as this could have a major
impact on business and C-level staff should
be aware of this,” says Logistics Recruitment
director Nick Stolp.
Other areas of contention between
human resource and C-level executives
emerged in their understanding of staff
turnover and the impact of skills shortage on
business. Among northeast Asia respondents,
HR employees estimated staff turnover to be
20-30%, whereas C-Level staff estimated it to
be significantly less at 7-12%. Some 19% of
C-level responses showed either a critical or
high degree of impact on the business from a
shortage of skills, while HR responses showed
skills shortage have no critical or high degree
of impact on the business.
According to Logistics Recruitment, the
lower level of concern from HR compared to
C-level regarding skill shortages may indicate
that skill shortages is more of an issue at
senior level. However, large differences in
opinion between HR and C- level personnel
in various areas suggests a need for better
alignment in their understanding of what
is happening in their organisations, the
company notes.

0%

48

overall ﬁndings
!

13.53% of the respondents indicated that Transport & Logistics is the most difﬁcult area to recruit in. This was
followed closely by 10.20% in the Supply Chain area.

likely to hire overseas candidates 70% of the
degree qualifications as a prerequisite for
time, with the exception of southeast Asia’s
employment,” the report notes.
comparison to the 2008 results
C-level staff
being
surprisingly
conservative
in
The
northeast
Asian
sample
shows
In the 2008 report 13.92% of the respondents indicated
that
Logistics was
the most
difficult
area 50%
to recruit in.
this area, which Stolp feels is ‘an aberration’.
of HR staff have postgraduate degrees and
In terms of staff retention, northeast Asia
83% speak more than one language. Some
responses differ from other regions in that HR
52% of C-level personnel in the region have
staff is industry
likely to counter-offer
more
frequently
postgraduate
degrees, with 85% speaking
representation at
board level
than C-level staff (results from other regions
more than one language.
showed
an opposite
For the
time, the
explored in your
new:
is supplytrend).
chain and logistics represented
byfirst
a director
at survey
board meetings
Also
of
interest
is
that
the
2009
report
what
level
of
representation
the
industry
company?
showed showed that only 35% of those
achieves at boardroom level. The results were
overall
ﬁndings
employees
who
were counter-offered would
less than encouraging. Only 55% respondents
! 54.40% of the total respondents indicated that Supply Chain and Logistics is in fact represented by a Director at
stay with
the company for more than a
indicated that supply chain and logistics
Board meetings in their company. This result suggests that there is increasing recognition of our industry in board
year, indicating
a
poorer
retention
rate
than
executives have a seat at the board table in
rooms around the world.
surveys in previous years.
their organisation.
The role of corporate social responsibility
supply chain & logistics 2009 Employment Market Survey Report
06
Better educated
(CSR) in the industry was also investigated and
Tertiary Education levels were again a feature
results showed that almost 70% of respondents
of the survey with statistics showing a
believe CSR is a major focus in their organisation.
substantial increase in the proportion of 2009
Given the high profile of climate change over
respondents who hold undergraduate (36%)
recent years, it is interesting to note that there is
and postgraduate (33%) degrees.
an increase (over 70%) of respondents who feel
“These figures show an increase of 11%
that climate change has had no effect on their
and 12% respectively compared to the
business compared to 2008 (approximately
2008 survey results and suggests there is
65%).
an upward swing in the number of industry
professionals studying and graduating
while employed in the industry and/or
The author is a Singapore-based editor
that employers are increasingly seeking
with Supply Chain Asia Magazine
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Studies in supply chain leadership

The journey of leadership
By Harry Lagad

I

’m in Sydney, Australia, on a cold July night in 2000. The temperature
is close to zero with biting windchill driving icy needles through
my thick layers of clothing. Beside me, rubbing his hands together
vigorously in a bid to keep his blood circulating, stands Tim, director
of operations and finance. Behind me is a 300,000 sq ft distribution
centre, lit up with more than 500 floodlights, where things are quite
a bit hotter than I would have liked. Close to one hundred people are
milling around arrays of gigantic conveyors, scanners and all kinds of
automated storage and handling equipment. Some stand patiently,
waiting for me to go inside and announce my decision.
“The risks are too high,” says Tim. “We can’t risk our entire business
operations on a single decision tonight. We need time and we need to
get senior management involved.”
Tim was a veteran of Tech Pacific, the distributor of IT products
that built the warehouse in which we were standing. Tech Pacific’s
business model was handling and distributing high value products
for the lowest possible margins. By next morning we needed to
have picked and dispatched close to 10,000 orders for retailers and
consumers. If that didn’t happen, we would suffer the immediate
loss as well as lose valuable customers. In the freezing cold we stood
and pondered whether to go ahead or pull the plug.
White elephant warning
Tech Pack had headhunted me the previous year. My job was to
get a huge new distribution modernisation plan implemented.
The goliath distribution centre was the most state-of-the-art of its
kind, crammed with the latest conveyor systems and automated
pick and pack machines and technologies. But a year after investing

Supply Chain Asia January/February 2010

nearly US$25m in the equipment alone, the whole project lay idle
and Tech Pac had churned through several implementation and
project managers.
Now the team was rebuilt, the processes revisited, egos massaged;
suppliers and vendors cajoled back on side. The test had been done
and we were ready to go live. But when we pushed the start button
on that freezing July morning, warmed by the commitments, training
and assurances of the vendors and IT specialists, the entire conveyor
system began moving, backwards.
Facing such a disaster we had two choices: pull the plug or
grit onwards with all our manual back-up processes. At 2am,
following a call with the managing director, we chose to keep
going manually with an almost impossible task.
Our success that day is not only testament to the leadership of
the managing director who put his entire future on the line with
that one bold decision, but also to the leaders and workers within
the DC who rose to the challenge and enormous task of turning
vision into reality. From the moment we made the decision to go
ahead, we worked ceaselessly for six months with three times
the required man-power over three shift operations and losses
mounting to close to $20m. We were finally able to get operations
to stabilise and reach a level of productivity that made Tech Pac
the leading IT distributor in the Australian market.
The journey of leadership
In my earlier article, I spoke about Intercraft and the leadership of
Ralph Rogers. His core message was to create a ‘simple and nimble’
business. In the case of Tech Pac, it was about boldness: taking

people

on a very big challenge without thinking of personal consequences,
delivering a vision without flinching against the odds.
The world around us is changing. Securing access to personnel,
components and services in a supply-constrained environment is
a difficult task. Companies and supply chain managers have been
squeezing money and efficiencies out of their internal functions but
continue to face daunting pressures from the markets to constantly keep
improving in order to compete. In such an environment, companies and
boards need to look outside themselves and also need to look to their
supply chain leaders. Vertical integration, strategic partnerships, longerterm relationships and co-operative ways of doing business will drive
tomorrow’s supply chain strategies. In such an environment, we must be
bold enough to succeed in bringing in substantial change.
Leadership is a journey of discovery. It is the expression of an
individual at his or her best, whose aim is transformation of a status quo
to something much better, while developing the potential in others. It is
not, and should never be taken as, a solitary pursuit. It is a journey that
involves the harnessing of the mass energies of those around you.
I have travelled and worked all over the world –– from Russia to
the US, Australia to Europe, China and other parts of Asia. I have lived
through, learnt and studied in detail various leadership styles and
through this process have, unfortunately, discovered that truly great
supply chain leaders are a rare breed.
My long journey and research have led me to conclude that there
are six distinct characteristics of what we can call great business and
supply chain leadership. If supply chain managers can incorporate
these in their work, we can create an economic landscape better
aligned towards meaningful gains in all entities within a supply chain.
If these key leadership principles were to be commonly applied, it
would result in creation of more sustainable supply chain and business
models that can help mitigate repeats of the Great Depression of the
early nineties or the Wall Street bloodbath of 2008 and 2009.
Following are the six principles of great supply chain leadership:
1. Be aware there is no single way to lead
No two leaders express leadership in the same way, just as no two
supply chains are ever going to be the same. Every situation demands
a different style of leadership and the best leader is the one who has
the ability to change his style of handling and dealing with a particular
situation. Getting down to the floor and rolling up your sleeves
to understand what is uniquely taking place, and to demonstrate
that understanding, will help drive the message down the line and
motivate your workforce.
2. Before we think of change in others, think of how good we
are at changing ourselves
The biggest mistake a leader can make is trying to drive change
through the organisation’s supply chain without first assessing their
own potential to change if some points turn out not to be in the
best interest of the organisation. It could be equally important to
delay plans that may be more effective if incorporated later than
originally planned. Forcing a change may bring short-term stripes
but will lead to disaster if the change is not sustainable. In addition,
change is by nature a constant process, and leaders are wise to
constantly incorporate new ideas from their people while supply chain
transformations are underway.
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Leadership is a journey of discovery.
It is the expression of an individual at his
or her best, whose aim is transformation
of status quo to something much better
while developing the potential in others.
It is not, and should never be taken as, a
solitary pursuit. It is a journey that involves
harnessing of the mass energies of those
around you.
3. Remember the clarity of the vision and unwavering focus
Try to drive a BIG vision. Smaller ones tend to get swallowed up in
obscurity. Turning your vision to a clear and simple message that can
be understood by the smallest echelon of the organisation is of utmost
importance. Once the vision is clear and translated into simple smaller
goals, the task becomes one of focus to drive goals to deliverable
actions and thereby to success.
4. Be flexible and adaptable
Not many supply chain leaders have learned this simple but extremely
important mantra. I have seen great visions turned to extreme failures
due to the rigidity of senior supply chain leaders. The difficulty for
these leaders to understand the concept of localisation in driving
global strategies led to disasters from which many organisations have
failed to recover. IT implementations are not always the best solution
for every problem. Nor are new global partners. When you harness
your supply chains and they are inflexible, the time to make changes
becomes too lengthy and competitors can take advantage.
5. Leadership is not based on position or title. It is about
connecting with your people
Leadership springs from anyone who has been motivated, inspired
and given a clear mandate to express himself while carrying out the
vision. Good leaders should avoid being too dependent on seniors
to drive vision. Equally, seniors should encourage and permit people
within their influence to come up with new ideas and thoughts to bring
about innovation within supply chains. Leadership means being able to
delegate, being able to trust, and the ability to shoulder other people’s
mistakes. It means walking the floor and being confident that the people
will deliver. It means letting others take the limelight while being satisfied
that the ultimate goal was delivery of the vision.
6. Simplicity and humility
Leadership is about simplicity and humility. It is walking the talk and
making sure that you keep a low profile while bringing change. It’s about
connecting all components and participants of your organisation’s value
chain to get them to drive change at the speed they are comfortable with.
It knows that even though we have created the best supply chains for our
organisations, our journey continues in further innovations and change
to stay on top. The journey of leadership is not through the corridors of
great learning institutions but through the by-lanes near your factories
and the aisles of your distribution centres. It is about taking your suppliers
as partners and being concerned about their profitability too.
The author is a member of the Supply Chain Asia Global
Advisory Board
January/February 2010 Supply Chain Asia
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Difficult
economic

times influence
supply chain
cannibalism

When demand slows and operating margins shrink, companies often resort to practices
that weaken supply chain sustainability instead of improving operational efficiency, says
Bradley Feuling

I

n every supply chain there is a fixed range of profit to be shared by
all contributors. From raw material to finished product, direct input
costs and value added transformations dictate this range. This is the
basic supply chain profit model.
In an economic downturn, managing and protecting supply
chain profit is critical. This can ensure competitive sustainability. Yet,
what frequently occurs is just the opposite. The embedded lesson
in the classic training game ‘Win All You Can’ simply isn’t leaving a
meaningful impression. When demand slows, companies resort to
fending for themselves, a retreat to the independent operator model.
This reactive impulse can in fact damage the entire supply chain. Here
we will consider four examples that highlight key risks to overall supply
chain continuity and sustainability.
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Logistics and transport
From 2008 to 2009, global trade indicators show dramatic negative
impacts in the logistics industry. In February 2009 for example,
year-over-year shipments from China, the soon to be largest global
exporter, were down 25.7 percent. With some in the logistics sector
facing 50 percent reductions in capacity utilisation, many companies
struggled to remain profitable.
For some small to medium operators, charging additional fees
became a perceived necessity. Examples include sharing demurrage
fees with rail yard operators or listing incorrect HTS codes during
customs clearance. Although short-term revenues may be created, the
strategy is self-defeating. Increased and unexpected costs negatively
impact supply chain profitability. This affects all contributors involved.
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The embedded lesson in the
classic training game ‘Win All You
Can’ simply isn’t leaving a meaningful
impression. When demand slows,
companies resort to fending for
themselves, a retreat to the independent
operator model. This reactive impulse
can damage the entire supply chain.

In some cases the additional fees may make a product shipment
unprofitable. Over an extended period, this could lead to bankruptcy
or an exit from the market.
Cashing in on suppliers
With the financial crisis, banks have become restrictive with credit
terms. Debtor conditions that were once overlooked are now closely
scrutinised. Similarly, retailers are following suit with supplier terms.
Supply chain sustainability can be impacted when suppliers are forced
into noncompliance.
Even with increasing manufacturing costs, retailers continue to
demand unrealistic price reductions. In China these price reductions,
upwards of 10 percent, have come when material costs, inflation,
local changes in VAT regulations and currency exchange movement
have increased supplier costs by 15-20 percent. To meet pricing
expectations, material input substitution and quality trade-offs may
be required.
A specific example is packaging quality. To meet goal pricing, a
retailer may suggest that certain packaging is suitable for shipment.
Without a technical knowledge of drop test ratings, this could be
merely speculation. In some cases, a supplier may inform the buyer
that the packaging does not meet testing standards outlined in the
supplier manual. With short planning cycles, the retailer insists on
fulfillment so the product can ship on time. The result is product
arriving damaged and the supplier is charged for noncompliance.
Clearly this strategy will weaken supply chain continuity with a
supplier.

Even with increasing manufacturing
costs, retailers continue to demand
unrealistic price reductions. In China
these price reductions, upwards of ten
percent, have come when material costs,
inflation, local changes in VAT regulations
and currency exchange movement
have increased supplier costs by 15-20
percent. To meet pricing expectations,
material input substitution and quality
trade-offs may be required.
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Advanced inventory build up during valleys
For many manufacturers, sudden shocks in consumer purchasing at
the end of 2008 greatly influenced demand forecasts. Immediately
reducing future supplier orders is a knee jerk reaction, which is costly
and creates risks. If demand is to pick up suddenly, restarting supplier
production capacity lengthens start up time. In addition, supplier
prices may increase as volumes drop and per unit logistics costs will
rise as smaller batch production leads to lower consolidation.
In a calculated move, some manufacturers will maintain supplierpurchasing levels during the industry forecasted downturn. This
strategy not only reduces the risks of slower ramp up, but also assumes
that total orders will decrease. This gives the manufacturer significant
buyer power while enjoying lower prices.
The strategy is intuitive, identifying key traits in competitor buying
habits. The adverse side, however, is the effect on upstream material
and component suppliers. If high purchasing levels remain consistent
through a downturn, eventually orders will fall when demand levels
return. If the supplier customer base is limited, a delayed reduction
in orders could cause a major impact on upstream cash flow. Again,
the entire supply chain is affected.
Industry supplier networks
When we hear the words JIT, most people think of Toyota. The company
and model have become almost synonymous. It is interesting however,
that when Toyota quietly leaked it was moving away from JIT, others
did not take notice as to the reason. Fred Standish, a spokesman for
Nissan Motor Co. in Franklin, Tennessee notes, “If one company goes
into severe economic distress, it affects many others up and across
the supply chain.” (Bloomberg, December, 2008)
Supply chains can destroy their own value when major
downstream demand influencers focus only on their short-term profit.
As others in the industry realise, the entire network is connected. Very
rarely is a supply chain from raw material input to the finished product
entirely controlled by a single operator. Network effect and specifically
negative externalities, are key to consider as a company analyses the
long-term health and sustainability of the supply chain.
The recent economic downturn has caused a number of
companies to reconsider their own internal operations. In some cases,
this has included long-term supply chain sustainability and continuity,
but for many, protecting individual profits is still the top priority. When
these strategies become counter-intuitive to ensuring both down and
upstream profitability, there is some question of whether a sustainable
advantage is achieved. In many cases, the supply chain in fact has
become more susceptible to failure and risk.
The goal for supply chain sustainability is simple: ensure and
protect profit for each critical contributor in the material process flow.
In difficult economic environments, coordination becomes critical.
Cost reduction strategies and identifying bottlenecks and process
improvements with partners are far more advantageous than shortterm revenue generation. By involving the key parties, the range of
achievable supply chain profit can be more accurately analysed. It
is here where the entire supply chain becomes self-sustaining and
competitive.
The author is CEO of Kong and Allan (Shanghai) Consulting, a
firm specialising in supply chain and corporate expansion
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Integration
of processes
remains the
central aim of
supply chain
management
whether
operating in
an outsourced
or internally
managed
business
environment,
writes Barry
Elliott

Supply chain management in a world of
business process outsourcing

W

e were recently invited to make a presentation in India on
the topic of supply chain management (SCM) in a world
of business process outsourcing. The challenge, as we
saw it, was to identify the distinct factors for successful supply chain
management in an outsourced environment.
We offer the view that there ought to be little distinctive about
SCM in a world of business process outsourcing. Supply chain
management should always be about integration and simplification
–– better aligning the supply chain solution to the organisational
strategy.
One integrates by aligning people/processes/tools, thus sharing
information and collaborating in making decisions. This allows for
more effective and efficient execution across the entire supply chain.
This task may be more challenging in an outsourcing environment due
to the creation of new organisational units that can lead to barriers,
either real or perceived.
The biggest challenge, always
The biggest and most time-consuming challenge will always be the
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An important perspective of Integration

People
STRATEGY

Processes

An important perspective of Integraton

ABf1 Consulting

Tools

3

people challenge. It is relatively straightforward to design and develop
optimal processes and tools. These don’t need to be much different
in an outsourced situation. Getting people to behave in the desired
manner is the tough part. How do you get them to take an holistic view
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across the entire supply chain rather than a self-centered perspective?
Appropriate supply chain-spanning performance measures will drive
behaviours in the way you need.
Here is probably a good time to get clear on the scope
and definition of supply chain management. The term is often
misconceived, often limited in scope to ‘trucks and sheds’. This is
perpetuated by logistics services providers claiming to provide ‘total
chain solutions’
.
issupply
Supply
Chain
Management?

he Supply Chain Operations Reference (SCOR) Model

What is Supply Chain Management?

SCOR Model for
an individual
operation

The core processes
There are essentially three core processes in a business of any type.
Any organisation needs to prepare for the future by developing new
processes and products; there is a demand for goods and services
that must be ‘managed’; and the organisation needs to manage how
it responds to and satisfies that demand.

Plan
Source

Make

Deliver

Return

Return

TESCM can help to avoid tax pitfalls and align corporate and
transactional tax/transfer pricing while undertaking operational
change. “Companies are not in countries to pay tax but to do business
and paying tax is a consequence of doing business,” notes Ernst &
Young.
Operational changes have an effect on the location of assets,
functions and risks, including transactional flows. This means tax/
transfer pricing should be aligned to operational changes to ensure
compliance, risk management and planning. This approach can
and should be incorporated in appropriate and mutually beneficial
commercial arrangements with outsourced process service
providers.

1. Managing new activities
No matter what environment you are in you must plan for the future
or you will ultimately fade away.  New activities are the projects that
are oriented to defining and developing that future. While this is well
accepted in a world of outsourcing, it is often not well managed and
not integrated with the other two core processes. One must plan not
only
the new activities but also the resourcing issues of those activities
1
–– financial, physical assets, and people.

SCOR Model for an individual operation

Supply chain management is nicely defined by the Supply Chain
Council’s supply chain reference (SCOR) Model above.
Supply chain management encompasses the full scope of
planning
andCouncil
operating in a manufacturing, distribution or service
PRTM Consulting, The Supply Chain
environment.
sulting
Further, the different supply chain elements should be integrated.
‘Planning’ needs to span the entire supply chain, and the execution
2. Managing demand
aspects interlink to form the chain. Information should flow up and
This includes forecasting short and long-term, controlling demand
down the chain; while materials primarily flow from the supplier end
to the customer
end,
allowing
for
the
inevitable
returns.
The Supply Chain Operations Reference (SCOR) Model

What is Supply Chain Management?
SCOR Model for
the entire Supply
Chain

Deliver

Make
Source

Supplier’s
Supplier

PLAN

Source
Deliver

Deliver
Make

Make
Source

Supplier

Customer

(internal or external)

(internal or external)

Source
Deliver

Customer’s
Customer

SCOR Model for the entire supply chain

In an outsourced environment, discussion of the relationship
of tax and supply chain management is particularly relevant. In the
development of tax-effective supply chain management (something
Ernst & Young refer to as TESCM), tax planning is integrated into supply
Source: PRTM Consulting, The Supply Chain Council
chain management
in two fundamental ways:
ABf1 Consulting
• Avoiding
tax and legal obstacles to achieve business objectives
• Leveraging tax benefits from business change
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in the short-term, planning demand in the mid- and long-term, and
creating and influencing demand overall. You must forecast. Whether
it is done consciously and deliberately or not, you are doing it already
by planning to still be in business in the future and you may as well
do it properly. In an outsourced situation, doing this planning, and
then sharing the view, becomes even more valuable to your2mutual
success.
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The biggest and most time-consuming challenge will
always be the people challenge. It is relatively straightforward
to design and develop optimal processes and tools. These
don’t need to be much different in an outsourced situation.
Getting people to behave in the desired manner is the tough
part.

3. Managing supply
There are three objectives in managing supply:  maximise customer
service, minimise inventory and minimise operating costs. It used to
be believed that these are conflicting objectives and the best that
you could do is to find the best compromise. But by managing in an
integrated way you can actually achieve all three, in unison.
Talking integration
When we talk about integration, we are talking about having real
interactions, coordination and collaboration between these three
core processes and all of the various supporting processes such as
financial and administration, human resources, and transportation
management.
Conventional wisdom is that one keeps core processes inhouse and outsource the so-called non-core or supporting ones.
Identification of what is truly core versus non-core is one of the great
strategic challenges for a management group. This has delivered some
truly innovative perspectives in the past, such as the well-fabled Dell
supply chain approach.
The business processes most often outsourced are back-office
–– finance, human resource management, etc. –– and those that can
be best managed by specialists, such as logistics services, where one
can also gain economies of scale.
Achieving better integration of processes is always the challenge,
whether or not you are working in an environment where some or

more of those processes are outsourced. The answer to the challenge
is Integrated Business Management (or Sales & Operations Planning).
This is the macro-business management process to truly integrate
planning and achieve a single plan and a single set of numbers.
If you can achieve this within your own organisation you will
be well placed to collaborate and share the plan with your service
providers. Your supply plan becomes your suppliers’ demand plan
and they can better manage the activities and processes that you
have outsourced to them.
Beyond this is the challenge of managing change. It is one thing
to come up with a sound, realistic plan and to communicate it well
across the supply chain. It is another thing to be able to respond
quickly and effectively to change. Communicating change is a much
easier process if everyone, both within your organisation and across
your supply chain, is working from the same common base.
Back to our key point. Supply chain management in an outsourced
business process environment is not necessarily different from supply
chain management in general: integration of processes is the central
aim of both.

The author is an independent supply chain management
consultant
January/February 2010 Supply Chain Asia
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Dubai-based company has obtained special
permits allowing the employment of Muslim
slaughterers and senior supervisors abroad
to ensure meat is being produced according
to Islamic teachings. The company also
implemented strict guidelines to ensure its
products remained completely halal during
the distribution process.
Whilst companies such as Al Islami Foods
control their own supply chains, the concept
of halal logistics could prove a lucrative niche
market for third party logistics companies
throughout the world. The international halal
food industry is worth a staggering $570bn
during 2005 with the total spend on logistics
operations accounting for roughly 5-10%.

The halal potential

T

he logistics world is waking up to
the enormous potential of the halal
industry. Benefiting from a readymade global customer group of nearly two
billion Muslims, the international halal food
industry was valued at US$570bn during
2005. And with spend on logistics operations
accounting for around 5-10% of total revenue,
it is not surprising that logistics companies all
over the world are keen to grab a piece of this
growing market.
However, it is fast discovering, the
complexities of the halal supply chain
extend much further than the usual concerns
regarding unbroken cool chains and the
efficient delivery of fresh food produce. To be
at the top of the halal logistics game, players
need to be well versed in the whole ethos in
order to maintain what is known as the ‘halal
integrity’ of a food product.
Malpractice concerns
The halal food industry is demanding
better supply chain efficiencies to cut costs
without compromising on the halal status
of products. The ‘halal logistics’ concept

Supply Chain Asia January/February 2010

is gaining prominence in several Muslim
countries and looks set to become a lucrative
niche market for 3PL companies in the Middle
East and in countries such as Malaysia.
Concerns on the malpractice of meat
exports into the Middle East have created
genuine concern over the legitimacy of halal
products being imported from non-Islamic
countries. The situation has highlighted the
importance of supply chain solutions aimed
at the halal food industry.
Food manufacturer Al Islami Foods has
pioneered the concept of halal logistics
for several years. Since its inception, the

With the
legitimacy of some
halal products coming
under fire, the industry
is now demanding
more specialised halal
compliant solutions for its
supply chain process.

Lead from Malaysia
Malaysia is among the first countries to
notice the potential of these figures. The
Malaysian government has revealed plans
for Halal Industrial Food Parks, reserved for
food producers and logistics companies
offering halal cold storage and transportation
services.
The Dubai-based Emirates Airline, which
currently flies eight times a week from Kuala
Lumpur to Dubai, is supporting the Malaysian
government’s ambitions by providing
some synergy in the distribution of halal
products.
Malaysia-based MISC Integrated
Logistics is offering halal logistics solutions
to customers and plans to negotiate with
various government authorities to create a
standard halal certification on handling and
processing logistics.
MISC Integrated Logistics is also
constructing a halal logistics hub with free
zone status in Malaysia’s Port Klang, allowing
manufacturers, importers and exporters to
consolidate multi-country warehouses at a
single location. The site is being developed
in three phases and spans a total of 41 acres.
The first phase should be operational by
early 2007.
MISC Integrated Logistics has strategic
ventures in Indonesia and wants to create
halal logistics facilities in Europe, America and
across the Middle East.
From Arabian Supply Chain

blogs
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When selecting
a 3PL, the request
for information (RFI)
or quotation (RFQ)
should be as detailed
as possible. The
company that is
selected should be able
to fulfil all the logistics
requirements and that
can only be assured
if every requirement
is communicated to
potential companies.

Our selection of the best recent supply chain blogs
Selecting a 3PL
Deciding to a use a third party logistics company depends on a
variety of factors that differ from business to business. The decision to
outsource certain business functions will depend on the company’s
plans, future objectives, product lines, expansion, acquisitions, and
so on.
Once a decision has been made to outsource certain processes
then a company will begin a search for the right 3PL that fits all their
requirements at the best possible price. There are three types of Third
Party Logistics Company that operate today.
• Asset-based
• Management-based
• Integrated providers
Asset-based third party logistics companies use their own trucks,
warehouses and personnel to operate their business. Management
based companies provide the technological and managerial functions
to operate the logistics functions of their clients, but do so using the
assets of other companies and do not necessarily own any assets.
The third category, integrated providers, can either be asset-based or
management-based companies that supplement their services with
whatever services are needed by their clients.
When selecting a 3PL, the request for information (RFI) or
quotation (RFQ) should be as detailed as possible. The company that
is selected should be able to fulfil all the logistics requirements and
that can only be assured if every requirement is communicated to
potential companies.
The RFI should include a detailed description of the areas to be
outsourced. This will usually include:
• The scope of the contract, including locations, facilities, departments.
• Information on volumes involved; number of deliveries, warehouse
sizes, number of items, etc.

• The logistics tasks to be performed, e.g. warehousing, transportation,
etc.
• The level of performance required.
After the bids have been received by a company from the
prospective 3PLs, an evaluation takes place where a multi-discipline
team reviews each bid based on a pre-defined set of criteria. These
will include some of the following.
• Does the 3PL provide the services required?
• Does the 3PL have the technology needed to perform the tasks
required?
• Does the company have the required warehouse space, dock
capacity, warehouse personnel, etc.?
• Is the 3PL financially sound?
• Are the 3PL’s geographical locations suitable to cover the
network?
• Does the 3PL have the flexibility to respond to changes?
• Are the 3PL’s environmental policies compatible?
• Are the costs of the services detailed enough for comparison to
other bids?
• Are the customer references acceptable?
• Is the 3PL a good cultural fit?
The selection team will usually review each of the bids based on the
criteria and give each bidder a score. Depending on the importance of each
criterion, a weighting can be given which gives more importance for one or
more criteria in the selection process. Once the selection team has evaluated
the bids, management will often select the top two or three companies
for site visits, face-to-face interviews and more detailed reviews of financial
records. Once a company has been identified contract negotiations would
follow before a final agreement could be reached.
About.com
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Global statistical summary for 2009
2007
(%)

2008
(%)

Dec-08
(%)

Jan-09
(%)

Feb-09
(%)

Mar-09
(%)

0.2
0.4
56.3

-0.4
-1.2
57.3

Apr-09
(%)

May-09
(%)

Jun-09
(%)

Jul-09
(%)

Aug-09
(%)

Sep-09
(%)

Oct-09
(%)

-1.5
2.4
65.7

-1.3
-2.3
73.5

Nov-09
(%)

US

**

Quarterly GDP (real annual growth %)**

2.1*

0.4*

-5.4

CPI (yoy growth %)
Retail sales & food services (mom growth %, sa)
Consumer confidence index

4.1
-

4.2
-

0.1
-3.2
60.1

-6.4
0.0
1.7
61.2

-0.7
-0.7
-0.3
65.1

-1.3
0.5
68.7

-1.4
0.9
70.8

2.8
-2.1
-0.1
66.0

-0.2
1.4
70.6

67.4

On July 31, 2009, the Bureau of Economic Analysis in US published a comprehensive revision of the national accounts, which carries out every five years. The comprehensive revision incorporated

the results of the changes in definitions, classifications, statistical methods, source data, and presentation. Note that, according to the new publication, real GDP growth in 2008 was revised from 1.1% to 0.4%,
whilst real GDP growth in 2007 was revised from 2.0% to 2.1%.
Eurozone#
2.6^^

0.8^^

-1.8

Annual inflation (%)

-

-

1.6

1.1

1.2

0.6

0.6

0.0

-0.1

-0.7

-0.2

-0.3

-0.1

Volume of retail trade (mom growth %, sa)

-

-

-0.2

-0.4

-0.4

-0.1

0.2

-0.5

0.0

-0.2

-0.1

-0.7

-

-

Economic confidence index

-

-

68.7

67.2

65.3

64.6

67.3

70.2

73.2

76.0

80.8

82.8

86.1

88.8

-0.5
16.2
-13.8

-

Quarterly GDP (real yoy growth %)

#

-4.9

-4.8

-4.1
-

Eurozone member countries include Austria, Belgium, Cyprus, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Malta, Netherlands, Portugal, Slovenia, Spain & Slovakia.

^^

These figures do not reflect the current Slovakia's membership of Eurozone, which has begun since 1 January 2009.

China
Quarterly GDP (real yoy growth %)

13.0*

9.0*

6.8

CPI (yoy growth %)
Retail sales (yoy growth %)
Export (USD, yoy growth %)

4.8
16.8
25.7

5.9
21.6
17.2

1.2
19.0
-2.8

6.1
1.0
15.2
-17.5

-1.6
-25.7

-1.2
14.7
-17.1

7.9
-1.5
14.8
-22.6

-1.4
15.2
-26.4

-1.7
15.0
-21.4

8.9
-1.8
15.2
-23.0

-1.2
15.4
-23.4

-0.8
15.5
-15.2

Japan
Quarterly GDP (real annual growth %)

2.3*

-0.7*

-11.5

CPI (yoy growth %)##

-

-

0.2

0.0

0.0

-0.1

-0.1

-1.1

-1.7

-2.2

-2.4

-2.3

-2.2

-

Retail sales (yoy growth %)

-

-

-2.7

-2.3

-5.7

-3.8

-2.8

-2.7

-3.0

-2.4

-1.7

-1.4

-0.9

-

Consumer confidence index

-

-

26.2

26.4

26.7

28.9

32.4

35.7

37.6

39.4

40.1

40.5

40.5

-

11.5

-3.4

-35.0

-45.7

-49.4

-45.5

-39.1

-40.9

-35.7

-36.5

-36.0

-30.6

-23.2

-

2.4

Export (YEN, yoy growth %)
The basket of this price index does not include fresh food.

-12.2

2.7

4.8

South Korea
Quarterly GDP (real yoy growth %)

5.0*

2.2*

-3.4

CPI (yoy growth %)

-

-

4.1

3.7

4.1

-4.2
3.9

3.6

2.7

-2.2
2.0

1.6

2.2

0.6
2.2

2.0

Retail sales (WON, yoy growth %)

-

-

-1.2

-1.2

-3.9

-2.3

-1.4

1.8

6.7

1.3

1.6

7.2

10.7

-

Consumer confidence index
Export (USD, yoy growth %)

-

-

81.0
-17.9

84.0
-34.5

85.0
-18.5

84.0
-22.5

98.0
-19.9

105.0
-29.4

106.0
-12.6

109.0
-21.9

114.0
-21.0

114.0
-9.0

117.0
-8.5

113.0
18.8

Thailand
Quarterly GDP (real yoy growth %)

4.9*

2.6*

-4.2

CPI (yoy growth %)

-

-

0.4

-0.4

-0.1

-0.2

-0.9

-3.3

-4.0

-4.4

-1.0

0.4

1.9

Private Consumption Indicators (yoy growth %)

-

-

0.8

-4.0

-7.1

-7.1
-5.0

-5.3

-4.7

-4.9
-3.0

-1.8

-4.4

-2.8
-1.1

-0.9

-

Consumer confidence index

-

-

67.5

68.3

67.2

66.0

65.1

64.3

65.4

66.3

67.4

68.4

68.0

-

Export (USD, yoy growth %)

2007 (%)

2008 (%)

-14.6
Dec-08
(%)

-26.4
Jan-09
(%)

-11.3
Feb-09
(%)

-23.1
Mar-09
(%)

-26.1
Apr-09
(%)

-26.6
May-09
(%)

-25.9
Jun-09
(%)

-25.7
Jul-09
(%)

-18.4
Aug-09
(%)

-8.5
Sep-09
(%)

-3.0
Oct-09
(%)

Nov-09 (%)

-1.0

Malaysia
Quarterly GDP (real yoy growth %)

6.2*

4.6*

0.1

CPI (yoy growth %)

-

-

4.4

3.9

3.7

-6.2
3.5

3.0

2.4

-3.9
-1.4

-2.4

-2.4

-1.2
-2.0

-1.6

-

Export (RINGGIT, yoy growth %)

-

-

-14.9

-27.8

-16.0

-15.7

-26.3

-29.7

-22.7

-22.9

-19.9

-24.2

-

-

Singapore
Quarterly GDP (real yoy growth %)

7.7*

1.1*

-4.2

CPI (yoy growth %)

-

-

4.3

2.9

1.9

-9.5
1.6

-0.7

-0.3

-3.3
-0.5

-0.5

-0.3

-0.4

0.6
-0.8

-

Retail sales index (yoy growth %)

-

-

-0.6

-11.8

-5.5

-7.0

-11.3

-10.4

-8.5

-9.5

-4.7

-11.8

-

-

Taiwan
Quarterly GDP (real yoy growth %)

5.7*

0.1*

-8.6

CPI (yoy growth %)

-

-

1.3

1.5

-1.3

-10.1
-0.1

-0.5

-0.1

-7.5
-2.0

-2.3

-0.8

-0.9

-1.8

-

Consumer confidence index

-

-

49.1

49.0

48.4

49.1

49.8

52.1

51.4

56.2

53.0

56.5

60.6

62.5

Export (USD, yoy growth %)

-

-

-41.9

-44.1

-28.6

-35.8

-34.3

-31.5

-30.4

-24.5

-24.6

-12.7

-4.7

-

Quarterly GDP (real yoy growth %)

6.4*

2.4*

-2.6

CPI (yoy growth %)

2.0

5.6^

4.6^

4.5^

2.1^

2.6^

1.9^

1.3^

0.4^

-0.3^

-0.3^

-0.3^

-0.3^

-

12.8

10.5

1.1

7.4

-12.7

-7.7

-4.3

-6.2

-4.7

-5.3

-0.1

2.6

9.8

-

Hong Kong

Retail sales (HKD, yoy growth %)

-7.8

-3.6

-2.4

These figures do not include the effects of the various one-off fiscal subsidies/concessions. Including such effects would bring down the CPI growths in Aug 08, Sept 08, Oct 08, Nov 08, Dec 08,
Jan 09, Feb 09, Mar 09, Apr 09, May 09, Jun 09, Jul 09, Aug 09, Sep 09, Oct 09 & FY08 to 4.6%, 3.0%, 1.8%, 3.1%, 2.1%, 3.1%, 0.8%, 1.2%, 0.6%, 0%, -0.9%, -1.5%, -1.6%, 0.5%, 2.2% & 4.3% respectively.
India
Quarterly GDP (real yoy growth %)
CPI (yoy growth %)
Export (USD, yoy growth %)

9.0*

6.7*

5.8

-

-

6.2
-13.2

8.5*

6.2*

6.2

-

-

19.9

5.8
5.0
-16.8

3.2
-24.4

0.7
-25.2

17.5

14.8

11.2

6.1
1.6
-33.2

1.7
-29.2

9.2

5.6

-1.1
-27.7

7.9
-0.5
-28.4

-0.2
-19.4

3.3

2.0

0.8
-13.8

1.5
-6.6

-

3.0

-

121.4

118.3

Vietnam
Quarterly GDP (real yoy growth %)
CPI (yoy growth %)

3.1

3.9
3.9

4.6
2.4

Australia
Quarterly GDP (real yoy growth %)

4.0*

2.1*

0.3

0.4

0.6

-

CPI (qoq growth %)

-

-

-0.3

0.1

0.5

1.0

Consumer confidence index

-

-

92.0

89.9

85.8

85.6

92.7

88.8

100.1

109.4

*annual average growth %
sa: seasonally adjusted
Sources: National statistical offices of the respective countries, or other public sources believed to be reliable

Source: Li & Fung Research Centre and publicly available data
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