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editor’sview
The fundamentals of the price of oil
As I write, the price of oil has fallen by more than US$4 a barrel as
China reduces prices for fuel and gasoline by up to 18%. The move
by the world’s second largest consumer of energy (the BP Statistical
Review said China consumed about 9% of global oil production in 2007)
is globally significant, but analysts are already saying the impact on
demand and price will be short-lived. Oil is a limited natural resource
on which we are highly dependent, and sooner or later we will hit those
barriers of $150 and $200 a barrel everyone is talking about.
For supply chains, the impact of what’s happening to the price of
oil is monumental. It is already precipitating fundamental structural
change in national, regional and global economies; in how consumers
the world over behave, where goods and raw materials are produced,
and how businesses operate.
As Ram Menen, head of Emirates SkyCargo, a business right at
the core of these changes, puts it: “We’re in a new reality. The old
fundamentals don’t apply anymore. We can’t use past principles to
manage today; we have to learn the new fundamentals.”
How are businesses responding? The immediate response is
to be creative in the management of costs and find other ways to
mitigate the impact. For some, this means relocating manufacturing
operations closer to key consumption markets, leading to predictions
of fundamental change in sourcing patterns. For others, it means
accelerating the relocation of back-office functions to lower cost
markets. In transportation and logistics it might mean more investment
in trip optimisation technologies; maximising pooling and consolidation
of cargoes; reducing network size or - in the case of air cargo - parking
your inefficient gas guzzlers in exchange for more efficient aircraft.
These are the basics. At the end of the day, the type of fundamental
structural change in global markets we are currently in the middle of
demands a fundamental structural response on the part of businesses.
For the smartest, this will probably involve deeper collaboration and
partnership with both customers and competitors and - perhaps most
important - a comprehensive move toward becoming a sustainable
business.
The issue of supply chain sustainability is a subject we have covered
in-depth in this publication since our first issue a year ago. In our
second major Green Supply Chain Survey inside, we have found that
while many businesses now have an understanding of the importance
of sustainability, evidence of real organisation-wide change in this
direction is still hard to come by. Let’s be frank: a majority of supply
chain-related businesses see going green as ‘maybe more’ than a
necessary marketing exercise, and something that will take from the
bottom line rather than grow it.
An organisation-wide shift towards sustainability means a strategy
implemented from the top and predicated on the knowledge that it is
those businesses that take a comprehensive approach to the issue now
that will be the leaders in the new reality we are speaking of. At the
very least, undertaking such a strategy now is a necessary pro-active
response to limit costs and liability in the incoming watershed of new
environmental regulation almost certain to hit all major markets. More
than this, consumers and employees will increasingly demand it, and
it will mean the formation of organisations that can maximise use of
our increasingly limited natural resources.
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president/founder’sMessage
Networking for Personal
It’s not what you know but who you know that counts.
It’s been twenty years since I graduated from the National
University of Singapore. Pining for younger days (apparently
something most of us do after crossing the 40-year barrier), I
recall the early days of mugging through exams and projects and
having long holidays. Gaining knowledge for future application
was the last thing on my mind, but getting through and scoring
A’s was the driver.
Today, as I continue to find my place in a career in supply
chain, I longingly wish that my first experience of work was in
the classroom rather than be thrown like I was twenty years ago
straight to the wilderness of real working life. If only our learning
could include managing office politics, standing up for ourselves
and daring to try to build bridges and personal relationships. How
interesting and useful that would have been. At the very least,
I may not have to walk through bankruptcy and fighting office
politics the wrong way!
But would a young student striving for distinction appreciate
such programmes and forms of training? At the moment, I doubt
it. Not that I don’t think young people are keen to learn, but they
don’t know the challenges ahead.
As founder of Supply Chain Asia, I appreciate this community
has a lot to do with my learning process. What I missed out during
my younger days, not in terms of gaining knowledge but in terms of
gaining friends in the business world, is now coming to fruition.
The desire to help and give back to the industry is the reason
we continue to keep Supply Chain Asia in its simplistic form. We
believe networking should be affordable, and learning should

Success

be accessible. We do not collect membership dues and keep
commercial deals to a minimum. The key is to ensure that Supply
Chain Asia maintains its neutrality.
In our pursuit of networking, the Supply Chain Asia Forum is
our physical push to enhance the face-to-face experience for our
community members. We have maintained a neutral approach,
stripping off the one-man speaking platforms to eradicate
corporate marketing and creating forums and discussion sessions
with a spectrum of expertise and professionals to provide varied
opinions and ideas. From next year onwards, we will bring the
Forum more into line with environmental challenges and the
other big issues of our day by adopting the theme, “Supply Chain
Evolutions……Global Impact”. The event next year will be held
from 7-9 July 2009.
Supply chain professionals play an increasingly important role
in the success of companies and entire economies, and with our
new theme next year we will continue our efforts to raise the profile
of our industry. In doing this, we also wish to ensure Supply Chain
Asia is the community of choice for professionals in this field, and
a place where they can come to be recognised and appreciated for
their contribution to the development of our world.
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Founder/President
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infrastructure update
developments

• Japan’s Asahi Shimbun reported Toyota Motor
Corp is looking to prop up production at its
under-utilised US factories by exporting cars
from the US to the Middle East and China. Toyota
will begin shipping the Sequoia large sport utility
model to the Middle East later this year, and the
Sienna minivan to China from 2010, the paper
said.
• Apple Computer topped the list of AMR
Research’s annual Supply Chain Top 25. Apple
was praised by AMR for its “brilliant mix of
design, software interfaces, and consumable
goods that are purely digital”. Last year’s winner
Nokia came in second, followed by Dell, Proctor
& Gamble and IBM.
• A report by consultants Supply Chain Visions
said while fill rates and picking productivity have
steadily improved over the past three years,
inventory levels in the US have skyrocketed.
Report co-author Kate Vitasek said stagnation
in the US economy was part of the reason
companies reported currently holding 62 days
worth of inventory, compared with an average of
20 days worth just three years ago. The report is
titled DC Visions 2008.

Global
• IBM launched a Carbon Tradeoff Modeler that allows companies to see how
changes to packaging, transportation and inventory policies can affect their
CO2 emissions. According to IBM Research, who developed the tool with
IBM Global Business Services, the new Modeler looks at emissions from
manufacturing and distribution and quantifies the trade-offs between carbon
reductions and other factors such as on-time delivery.
• The global large-sized liquid crystal display (LCD) market will expand by 20%
to US$88.9bn over 2008, up about 20% from $74.1bn in 2007, according to
researcher iSuppli. Televisions, notebook computers and desktop monitors
are driving large-sized LCD market growth, the online researcher said. Largesized LCD panel unit shipments in 2008 are projected to rise to 458.9m units,
up 17.7% from 389.8m in 2007.

UNITED STATES
OF AMERICA

Manufacturers were seeking higher prices for
their goods although order books were shrinking,
the Confederation of British Industry’s (CBI)
monthly industrial trends survey in May showed.
The survey showed a balance of +30% of
manufacturers intend to raise prices over the
three months from May, the highest positive
reading since February 1995’s +31%.

uk
EU

• The European Commission said it would co-finance a pilot project to link
existing EU national electronic public procurement systems. The so-called
pan-European e-procurement system, costing US$30bn over three years, will
mean European companies will find it easier to bid and win for public sector
contracts anywhere in the EU.
• Growth in the Eurozone’s manufacturing and services sectors continued to
fall in May as a result of price pressures and a strong euro. The RBS/NTC
Purchasing Managers’ Index showed growth in the manufacturing sector
soften to 50.5 from 50.7, the lowest level since August 2005.

Tata Africa, the African arm of India’s Tata Group, said it would
set up a vehicle manufacturing plant in the east of the continent.
The company would set up a bus manufacturing plant to serve
markets including Kenya, Uganda, Tanzania, Rwanda, Sudan and
Ethiopia by next financial year, according to Tata Africa managing
director, Naresh Leekha.
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infrastructure
developments
update

Ford Motor Co said
it would increase
production at its Russian
plant to about 125,000
units a year by 2009 to
meet growing demand for
cars in the country. Jim
Tetreault, head of Ford’s
Europe manufacturing
operation, said demand
was so strong in Russia
that the company was
thinking of building
another plant there.
Importers and buyers in
the Middle East will be
purchasing more from China
in the coming months as
part of efforts to combat
rising inflation in the region,
according to a survey
by trade publisher and
sourcing event organiser,
Global Sources. Some
73% of respondents to
the survey said they had
been negatively affected by
recent inflation; 57% said
they have already started
buying more products
from China, and 37% said
their companies planned
to increase purchasing
from China in the next 12
months.

middle
east

south
africa
South Africa’s supply
chain management
industry is facing a
skills shortage crisis,
with companies
needing to work
frantically to make
the industry attractive
to new graduates
and professionals,
according to
Barloworld Logistics
director John van Wyk.
“Part of the problem
is that supply chain
and logistics skills are
broad and people have
a hard time placing
their roles in context,”
said van Wyk.

russia

ProLogis, widely regarded
as the world’s largest
owner and developer
of distribution facilities,
said it leased 18,000sq
m of distribution space
to Guangzhou Hutchison
Logistics Company at
ProLogis Park Sanshan,
Guangzhou. It’s
understood the facility
will be used as the
base for shipping BMW
automobile parts around
the Pearl River Delta area.

the philippines
india
Malaysia
singapore
Japanese autoparts
manufacturer
Yazaki Corp set up
a new company in
Singapore to centrally
purchase materials to
be used in the firm’s
factories all over the
world. The dedicated
procurement unit will
seek to cut costs
by negotiating bulk
discounts for key raw
materials and using
suppliers located
close to production
facilities.

South Korea
taiwan
Japan

Aboitiz Transport System Corp (ATSC) is
looking to buy a supply chain company,
according to company president Enrique
Aboitiz. Aboitiz told reporters he was
negotiating to buy a local company that,
“would complement [ATSC’s] business.”

• Supply chain manager Arshiya
International is setting up five
warehouses in Free Trade
Warehousing Zones (FTWZ)
in India to support local
retailers in reducing logistics
costs through repackaging
of duty free imports and
maximising distribution
through consolidation and
localisation. The warehouse
business is expected to come
under Genco, a joint venture
between Arshiya and USbased retail logistics company
Genco. The first warehouse
will be ready in April 2009.

South Korea’s two largest retailers, Emart
and Hanaro Mart, said they reached
agreement with several major suppliers
to label boxes and pallets with RFID tags
before shipping to their warehouses.
Emart is to initially use RFID for small
digital devices, with manufacturers such
as Samsung and Fuji tagging the devices
prior to shipment to the retailer’s logistics
centre in Yeoju. Hanaro Mart is using price
to denote what gets tagged, focusing on
boxed items with value above US$10.

china

Eva Air said it was suspending flights to Mumbai until
the airline came back to profitability. The high price of
jet fuel has hit Taiwan’s carriers hard, with Eva losing
US$75m in the first quarter of the year, while China
Airlines lost $97.4m. Taiwanese air carrier Far Eastern
Air Transport halted operations in May after filing for
bankruptcy protection.

• Volkswagen said it is looking
at assembling engines in India
and is in talks with suppliers
for engine and cylinder heads.
The German auto maker will
start producing small cars
from its plant at Chakan
when it goes on stream
next year and is currently
seeking suppliers for engine
components in the country.

7

Fujitsu said it had
expanded sales of UHFband RFID tags for garment
management to markets
outside of Japan. The tags,
which are durable enough
to remain attached to
garments during washing,
are to be marketed in the
US, Europe and China.

The Port of Tanjung Pelepas (PTP)
announced an agreement with MISC
Berhad (MISC) to serve MISC and other
shipping lines. Under the agreement, MISC
will become the third major shipping line to
use PTP as its hub in the region following
Maersk and Evergreen’s move to PTP in
2000 and 2002 respectively.

Indonesia

The House of
Representatives
introduced a law to allow
private national and
foreign investors to build
and manage seaports in
the country, expected to
force improvement in port
services, which are widely
regarded as among the
main causes of inefficient
logistics in the country.
The House also adopted
the cabotage maritime
principle, prohibiting
foreign ships from
carrying domestic cargo,
which is expected to
raise efficiency in the
inefficient domestic
freight shipping sector.
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infrastructure
transporters
- air
update
cargo

UPS Shenzhen hub to open
by 2010
United Parcel Service (UPS) said its new
US$120m intra-Asia hub at Shenzhen
in China’s Pearl River Delta would be
operational by 2010 and would have
five times the capacity of its existing hub
at the Clark airbase in the Philippines.
The company said repositioning the hub
would slash at least a day off shipment
times-in-transit for Asian customers
while offering a new level of service to
the booming manufacturing region in
Guangdong province, located just north
of Shenzhen.
“We want to be where our customers
need us most,” said Derek Woodward,
president, UPS Asia Pacific. “Since
we began flying directly to China in
2001, we have watched this region grow
exponentially not only from a small package
perspective but also in heavy air freight.”
Shenzhen’s strategic location will provide
significant time-in-transit and cost

advantages, allowing UPS to better serve
the growing Asian markets along these
rapidly expanding trade lanes, Woodward
added. “For example, we expect a full
day’s improvement in transit time on
almost 200 city pairs once this hub opens.”
The markets of China, Hong Kong,
Japan, Korea and Taiwan currently
account for more than half of UPS’ total
intra-Asia volume. Of this, a sizeable
proportion of Asia package export volume
now originates in southeast China and
Hong Kong.
“Given the growth in shipping along
southern China, it makes sense to sort and
dispatch this volume from a hub closer to
our customers,” explained Woodward.
The Shenzhen hub will initially be
capable of processing up to 18,000 pieces
per hour compared to the existing 7,500
pieces per hour in the Philippines. Capacity
can be expanded to 36,000 pieces per

Rising fuel costs make
Asia/Europe transpolar
route attractive
Regular freighter services between northern
Scandinavia and Asia could become a reality
later this year, shaving two to four hours off
conventional transit routes from more southerly European hubs and offering the tantalizing prospect of significant fuel savings.
Operators such as Cargolux ruled out
putting scheduled services through the
Swedish airport of Lulea-Kallax when it
was last being actively promoted as a cargo
hub five years ago, but the airport could
now be a welcome cargo pick-up stop on the
way back from Europe to Asia in a market
that many feel has become saturated. For
shippers in northern Scandinavia, moving
Supply Chain Asia July/August 2008

goods to Asia from Lulea through the shorter
transpolar route would mean savings from
lower fuel costs.
Bjorn Ragnebrink, director of business
development for air cargo at LFV, the group
that runs Sweden’s airports, said the difficulty
of establishing a consistent cargo flow saw the
freighter project lie dormant for many years.
“If you have, say, two flights a week it’s
tough to pay the bills. But new owners took
over at Kallax Cargo Company a few weeks
ago and have injected capital and new life
into it.”
The investors are mainly existing
transport companies and truckers from the

hour. It will employ about 400 people.
UPS takeoffs and landings are expected
to total at least 108 per week when the
hub is up and running, rising to no fewer
than 140 in the medium to long term.
Since taking direct control of its
international express operations inside
China in 2005, UPS has made significant
investments in the country. In 2007, the
company signed an agreement with the
Shanghai Airport Group to establish a
UPS International Air Hub at Pudong
International Airport in Shanghai. When
it opens in November, the Shanghai
hub will connect China to the UPS
global air network, including US and
European destinations. The Shenzhen
hub will complement the Shanghai hub by
connecting China with all major Asian points.
The Clark facility in the Philippines,
meanwhile, will continue to serve as a
strategic location for the company’s multihub Asia network, as well as serve as the
main import and export gateway for the
Philippines, said UPS. UPS will downsize
the number of employees in Clark to 70
from the current 200. Flights will also be
reduced to two a day from the current
nine.

Nord Kalotten region, stretching across
northern Norway, Sweden and Finland,
who plan to cooperate to develop export
cargoes.
Several passenger services a day connect
Lulea with Stockholm and the rest of
Scandinavia. US integrator FedEx has
operated occasional flights from the former
military airport over the last five years,
carrying shipments of fish and wine to Japan
on the short transpolar route. Charter flights
also occasionally take special steels to the
Middle East.
Salmon from Norway would be the
base load for Asian markets. “It’s the only
commodity that can support this. The yield
is not high but it’s a dense cargo.”
Complementing this would be lighter
but more lucrative pharmaceutical traffic,
while steel was “something we could build
on,” he added.
A Shanghai automotive plant was
already using specialist steel from a factory
near Lulea for better crash protection in door
assemblies.

Whatever you want
Wherever you want
Whenever you want

Worldwide Services

Speedpost Express (SPX),
Speedpost Worldwide Courier (WWC),
Speedpost Air Parcel (WWAP),
Speedpost Speed Surface (WWSS)

1800 222 5777
www.speedpost.com.sg

10

infrastructure
transporters
- maritime
update

NOL front-runner in Hapag buyout
The prospectus of the container line
Hapag-Lloyd has been sent out to the
top 15 boxlines as German transport and
tourism group TUI looks to sell the company.
NOL of Singapore is understood to be
the front-runner in the acquisition, which
would catapult it from seventh to third in
the global box rankings, squeezing past
France’s CMA CGM. NOL has held talks
with Hapag-Lloyd on a possible buyout since
the beginning of the year.
TUI forecasts that the ongoing
delivery of 14 new ships will raise Hapag-

Lloyd’s capacity from 5.5m teu in late
2008 to 6.7m teu in 2010, giving it a
healthy 4.8% share of global capacity.
“The company forecasts that this 21.8%
increase in capacity will be matched by
the growth of revenue and outpaced by
profit growth, or underlying earnings
before interest, taxes, depreciation and
amortisation (ebitda),” the Financial Times
reported.
“The dollar-denominated prospectus
restates Hapag-Lloyd’s 2007 sales of just
over €6bn as $8.1bn and forecasts they will

Amsterdam woos Chinese
high-tech multinationals
Cargo flows between Asia and Europe
continue to hold up well despite indications
of an economic slowdown in the EU and
widespread talk of recession in the US.
Current growth in Asia-Europe trade of
at least 6-8% was similar to growth levels of
last year and the levels of growth at Asian
cargo facilities remains strong, said Hans
Gerson, president & CEO of the Port of
Amsterdam.
“Although there are some signs of a
slowdown in the EU, the Euro economy is
holding up better than the US, and the AsiaEurope trades are more robust. Cargo flows
aren’t being affected very much … they often
tend to have their own dynamics.”
Gersen was in Shanghai as part of
continuing efforts to bring more supply
chain business into the city of Amsterdam,
which is actively promoting itself as an
ideal European hub for Chinese high-tech
manufacturers.
“It happened with the Japanese
companies fifteen years ago. Sony and
Canon set up their distribution and assembly
operations in Amsterdam. Hitachi produces
earth-moving equipment there – it brings
Supply Chain Asia July/August 2008

parts from all over the world into Amsterdam
for assembly. The big Chinese companies
are now expanding overseas, and we know
Amsterdam can work for them too.”
Several Chinese multinationals have
already taken the bait, including Mindray,
the Shenzhen-based medical equipment
manufacturer, and telecoms network
solutions provider Huawei Technologies,
which has its European headquarters and
distribution centre in Amsterdam.
“These companies are looking to build
their brand image in the European market,
so part of the attractiveness of Amsterdam
is the ability to find and create strategic
tie-ups with strong advertising and brand
management companies,” said Gersen.
The hunt for Chinese multinationals
is part of the strategy to bring more cargo
through the Port of Amsterdam, which despite
boasting a world class container terminal
with excellent hinterland connections, has
struggled to secure large volume increases
in container throughput.
But with northern European ports
and access roads becoming increasingly
congested, Amsterdam’s large capacity,

rise 19.8% to $9.7bn this year. This total is
forecast to rise 20.6% to $11.7bn by 2010,”
the paper said.
NOL chief executive Thomas Held
confirmed in April he was interested in
buying Hapag-Lloyd, and TUI said it was in
the process of approaching potential buyers.
One rival bid will likely come from the
city of Hamburg, which has taken a 20%
stake in a consortium that plans to make
an offer for Hapag-Lloyd. The consortium
also includes M.M. Warburg & Co. and
billionaire Klaus-Michael Kuehne.

flexibility and clear transport links are
looking increasingly attractive. Utilised
capacity at Amsterdam in 2008 is expected
to reach just over 50%, compared with
over 90% at Bremerhaven, almost 100% at
Felixstowe, close to 95% at Rotterdam and
108% at Hamburg.
The 2008 capacity utilisation forecast
for Amsterdam is up by around 25%
on 2007 mainly due to a new Grand
Alliance EU5 Service which in April named
Amsterdam first European port of call on
the loop from Asia. Eight 5,500 teu vessels
are deployed on the service which calls at
the Chinese ports of Shanghai, Ningbo and
Xiamen before travelling to Singapore and
on to Europe.
Sustainability is also a key part of the
port’s current marketing, as it builds on
a history of green credentials. The port
was instigator of the EcoPorts initiative at
the Association of European Ports which
facilitates an exchange of environmental
management experience and ensures that
proven applications are implemented.
A new type of large container barge to
carry containers in the vicinity of the port,
cutting down on trucking, road congestion
and emissions, has also been introduced.
“Sustainability is important to us. We
are a mid-sized port and so can position
ourselves as a sustainable port. We believe
this is an important goal in itself, and also
directly beneficial to the business of the
port,” said Gersen.
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For better or for worse – ‘till
bunker prices do us part
How can container lines remain viable
amid spiralling bunker prices? Arjun
Vikram-Singh, CEO of Quantum
BSO, says the industry is not
equipped to handle dramatic cost
increases and argues real time
costing and pricing is the only way
forward

S

ome people in ocean transportation
may remember the prediction five
years ago by Arjun “Spike” Murthy
about what would happen to the price of oil.
The prescient 38-year-old managing director
of Goldman Sachs predicted in 2003-04 that
the then US$30 barrel of oil would reach $80.
Such a prediction was at the time dismissed
as preposterous. In 2005, when oil was
trading at $50, he predicted $100 per barrel
- but again few people took note.
But hear this - he recently upgraded his
prediction to $200 per barrel.
Considering the implications of this for
the container industry, the absence of serious
discussion on the matter is deafening! For
those who are listening, we could well hear
the distinct change in pitch as super-sized
container ships wind down their revs and
trade off fuel cost economy for relatively
smaller increases in charter hire costs and
longer transit times.

For years now, the container industry’s
innovation has stood on the platform of
economies of scale. The giant boxships have
been in turn filled by advances in supply
chain management and the globalisation of
production and inventory.
Mainstream carriers have mostly marched
to battle by selecting bigger tonnage as
their weapon of choice. Price barriers and
cost challenges impacted or negated their
bottom lines.
Bigger seemed the way to go, with the
average shipping manager reasoning that
a larger denominator obviously meant
lower costs. It has also ushered in an era of
enormous propulsion units that gobble huge
amounts of fuel.
The horizon of opportunity seemed
endless, but maritime history marched on to
other centres of control. The primacy of the
steamship line gave way first to the freight
forwarder then to many tiers of logistics

companies. As the distance and layers
increased between the line and its client, the
profit dynamics certainly did not improve.
The container shipping line appears today to be operating a large number of ships,
incurring dramatic capital expenditure, prefunding a majority of global trade, but making a mere sliver of margin on their top line.
Perhaps a deeper look into this camel of
the ocean is called for
In the first instance, there is a dramatic
lack of differentiation in the container
trade – after all how different can one
make carrying a box from point “A” to “B”.
Operators have tried a number of tactics;
larger networks, more types of containers,
an illusion of customer service, nascent
e-commerce, pricing or saving a day or so
in transit time.
All things being equal, perhaps the
biggest differentiator is who gets things the
least wrong. That may be the cynic’s view

THE NORTHERN GATEWAY
CONTAINER TERMINAL
• Deep sea container terminal at Teesport,
on the South bank of the River Tees on
the North East coast of England
• 1.5 million teu (twenty foot equivalent
unit) capacity, to add to the existing
capacity
• 1000 metres of new riverside quay
• Berth pocket depths of 16 metres
• Channel depth to be dredged to a new
depth of -14.5 metres
PD Ports Teesport Grangetown Middlesbrough TS6 6UD UK
T: +44 (0) 1642 277564 E: commercial@pdports.co.uk
W: www.pdports.co.uk

For further information please visit www.thenortherngateway.co.uk

• When complete the terminal will have
three berths capable of handling the
modern vessels carrying up to 10,000 teu
of containers
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of the business, but as all operators will
confidentially acknowledge, containerisation
is far from an exact or standardised
business.
More containers get shut-out or rolled
over in a day than the entire volume of the
misplaced luggage at Heathrow T5’s recent
disaster. Comparatives for the document
rework (Bill of Lading and other) or invoicing
and calculation errors are hard to find, just
as it is near impossible to get clear, concise
and trustable track & trace information from
most operators.
While technology is dramatically called
for in every line’s core operating system,
there is perhaps no area that calls for it
more than in areas of business intelligence,
Yield & Contribution and Optimisation of
Service. All of these have direct impact to the
company’s bottom line and the viability and
sustainability of business.
Some years ago when I headed a region
and had a corporate position in a large
container line, the senior management
seemed to manage by “gut” instinct. They had
an excellent understanding of the business,
the scope and pace was manageable, and
the cadre of managers and professionals was
excellent. IT tools were basic, but Excel seem
to fill the gap!
Today however, the predictability on
which we made our fundamental decisions
has shifted, and many a manager at the helm
of a large line is “at sea.” All of the assumptions
and familiar indices are no longer valid
and the consequence and ramification
of each aspect of the transport chain is
monumental.
The commercial transaction in volume
and income terms is significantly larger than
previous years as is the operational cost
– recent bunker and charter hires need no
highlighting. The current liner executive faces
challenges that their predecessors could only
have vague nightmares about. Unfortunately,
IT systems and decision support tools remain
woefully inadequate for today’s tumultuous
tradelanes.
A $50/teu rate shift between Hong
Kong and north Europe can have dramatic
impact on the bottom-line; just as currency
fluctuations, the loss of a key account, or a
trade reversal can have. With most managers
(still) not having clarity into their cost base,
many of them end up pricing within the
market range rather than targeting specific
margins and yields.
Supply Chain Asia July/August 2008

There are of course solutions
to this widespread malady that effects
containerisation:
1. There is an urgent need for most container
shipping lines to bring in high quality
integrated core-operating (ERP) systems that
are capable of handling business that run into
a multi-billion dollar top-line. These systems
need to be based on the latest technology, be
completely integrated, eliminate manual keystrokes and duplication, and bring quantum
efficiencies to the bottom line.
2. Shipping Lines also need to invest in
Decision Support Systems or DSS, that may
range from independent components or a
suite of the following:
a. Contribution Management: essentially,
each granular element of the business
should be mapped for its cost-of-service
and thereby when pricing is planned or
carried out, the bottom-line is crystal clear.
Contribution analysis that is penetrative
and accurate should form the foundation
of commercial best practice.
b. Capacity Management: most lines have
internal capacity management in one
form or another that focus principally
on opportunity (bookings) and delivery
capacity (space), but few if any work
so that the best paying, light weight,
optimum container types may be
selected. This better cargo selection
alone drives a profitable ship – not just a
full ship.
c. Yield Management: this is a step up from
Contribution Management, where an
optimisation engine is integrated to allow
simulation of shipment, voyage, trade
or other returns. A yield management
system, as used in hotels and other
industries allows dynamic pricing with the
user being able to mark-up in windows of
scarcity or avoid loosing trades.
d. Stock (Equipment) Optimisation: in
2006, one of the top container lines
spent over $1bn in the repositioning
of its empty containers, and in 2008,
there surely will be many more dollars
expended. Questions must be raised on
how to manage and flow the surpluses
economically, and importantly, how
to attain commercial targets while
dramatically reducing cost of imbalances.
This is of course not a simple matter, for
either man or standard software, but is

well within the purview of optimisation
systems – used by airlines and airports
the world over – even by some major
container terminals.
e. Fleet Optimisation: the airline industry
can model the most appropriate
equipment (aircraft) to a route keeping
in mind booking volumes, ticket sales,
operating costs etc. Today this is a
fundamental of most airline operations.
But as I have mentioned earlier in this
article containerisation is seeking to
mitigate bunker cost impacts in a far
more rudimentary (read excel) form.
f. Business Intelligence: and finally –
Business Intelligence with dashboards,
analytics and reports on the fly. Tools
exist today to put the business manager
“in the know” which means that if he is
not distracted by the basics of decisionmaking, then he can apply his knowledge
strengths to winning and serving the best
clients.
I am fortunate that I run a business
solutions & technology company and not
a large container shipping line. Yet for all
of us serving the container industry, Arjun
“Spike” Murthy (the shared first name is
purely coincidental I assure you) has perhaps
provided the catalyst to one of the most
important debates – will the container
business as we now know it make sense
at the likely cost of fuel? This is not an easy
argument because while BAF/FAF are direct
recoveries where carriers feel they may have
an offset, actually, they are only skimming
the surface of the effect of a high-priced
barrel of oil.
Let’s face it; there is a dramatic cost push
in new tonnage, of container box leasing,
haulage, office operation, salaries, and even
business travel – everything.
The industry faces too many variables
to apply a knee jerk chasing of recoveries.
Neither will bigger ships be the competitive
solution in this chaotic business environment.
Real time costing and pricing models will be
the best tool for navigating today’s turbulent
tradelanes.

Arjun Vikram-Singh, is managing director and CEO
of Quantum BSO (www.quantum-bso.com), a global
IT solutions provider for the ocean transportation
industry. He is an ex ship captain and has spent a
number of years in liner shipping strategy and several
other areas.
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n the previous edition of Supply Chain
Asia Magazine we introduced The Seven
Principles of Supply Chain Management.
In this article we will continue on those
principles, this time focusing upon three of
them. First, let us review the principles, as
follow:

1. Segment customers based on their
service needs: as we detailed last time,
this is about getting to know how to best,
most profitably service the key types of
customers of your product and service
offering.
2. Customise your logistics network:
following on from determining which
customer segments are most important
to you, you will need to customise
the logistics network to the service
requirements and profitability for each
of them.
3. Drive operations from demand: listen
to market signals and align demand
planning to ensure optimal resource
allocation.
4. Differentiate product closer to the
customer: differentiate product and
services closer to the customer to
speed conversion across the supply
chain.
5. Source strategically: manage sources
of supply strategically to reduce the total
cost of acquiring and owning materials
and services.
6. Develop a supply chain-wide technology strategy: support multiple levels of
decision-making and give a clear view of
the flow of products, services and information.
7. Use supply chain spanning performance measures: gauge collective (that
is, together with your trading partners)
success in reaching the end-user effectively and efficiently.
In our preceding article, we talked
about how important it is to know what
your customers really need and – more
importantly - what they are willing to pay
for. This information allows you to separate
them into distinct categories in terms of their
demand patterns and service requirements,
and then build your supply chain strategy
according to their real needs. This principle,
customer segmentation, is the first step in
creating an efficient supply chain for your
organisation.
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Getting to work with the
seven principles of Supply
Chain Management
By Barry Elliott, partner, Oliver Wight Asia Pacific

Customise your logistics network
So, the next challenge is to use this newfound information to create an efficient and
complete fulfillment process, starting from
the time of a client’s query and continuing
through to the final collection of payment
for a purchase.
It seems to us that the most obvious

place to concentrate is on configuring your
logistics network for the segments that you
have identified.
The range of possibilities is as varied as
the types of businesses that exist, as shown
by the following examples of three very
different segments:
• Sophisticated organisation with high-
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volume, high frequency of order and
delivery, reasonably few products, and
little in the way of value added services
required; example: the packaging
purchases by bottlers of soft drinks
Smaller organisations, low-volume,
low frequency of order and delivery,
probably a wide range of products, and
these customers may find value added
services (like Vendor Managed Inventory)
appealing; example: pharmaceutical
purchases by a small clinic
Firms who run very, very large but
infrequent major events; example:
brewers who supply to clients in the
sports or entertainment industry

It becomes quite obvious that these
three kinds of customers need to be serviced
in very different ways, for both their benefit
and yours. Since it is quite likely that you
cannot afford to set up whole, independent
supply chains for each of them, how can
your same facilities, procedures, people, and
systems deal really effectively and efficiently
with such extremes?
The options for creating effective
fulfillment are often a continuation of the
working relationship you have with the
customer, where dialogue helps create a winwin situation. Here are the key foundations
that would lead your organisation to excel
in the fulfillment process:
• Manufacturing: manufacturing is driven
by time, efficiency, and customer needs.
Small production volumes can be
produced at low cost, provided that
manufacturing options are understood
and kept opened and flexible with
in-house or outsourcing. Continuous
monitoring of the marketplace allows
you to select the best option that suits
your environment the most
• Inventory: implementation of a joint
manufacturer/customer policy for
inventory such as Just In Time (JIT)
or Vendor Managed Inventory (VMI)
is encouraged. Inventory should be
managed in real time and known at all
times
• Warehousing: the warehousing network
is fully aligned to meeting customer
needs at the lowest delivered cost and
customers can select their own delivery
options on each order
• Transportation: proactive management
of mixed-mode transportation (air, ship,

•

road) with tradeoffs in inventory, freight
costs and customer service should be
fully understood. Transportation costs are
optimised across the entire supply chain.
Delivery across suppliers, manufacturers
and distributors are coordinated and
leveraged. Customer orders from
different divisions are merged efficiently.
Warehouse cross-docks are used. Use of
the third party logistics providers allows
full truckload economics compared with
less-than-truckload (LTL) from individual
manufacturers
Per formance monitoring: per fect
order metrics are used and monitored.
Delivery/order accuracy are recorded
and used proactively by customer service
personnel. Orders are generated centrally
by the manufacturer and reviewed by the
customer as part of the Vendor Managed
Inventory

Flexibility and responsiveness to
the specific needs of the client of your
manufacturing system, inventor y
management, and logistics network are the
key drivers of the efficient fulfillment process.
With these indispensable factors, you can
have “virtual” separate supply chains for your
customers in all different segments.

Drive operations from demand
Looking at this next principle, the obvious
question is “what do we mean by driving
operation by demand - isn’t that what
everybody normally does? What else could be
used to plan the whole business if not needs
from the customers?”
While most companies think that they
are planning and driving their business
from customer demand, it is more likely
that it is actually the demand ‘forecast’ that
is being used; and there is one thing about
the demand forecast that holds steady – it is
always wrong, either by a few degrees or by
leaps and bounds.
So, how well could we operate the
business or allocate our resources if we use
the demand forecast figure, the always-wrong
figure, instead of using the real demand?
How would you know if you currently
plan your operation based on the forecast?
Following are a few key things that you
may have experienced; these are NOT good
things:
• There is a supply chain for each
business unit. Supply chain units

•

•

•

•

15

within the company plan and forecast
independently
Sales forecasting is based on historical
customer sales and spreadsheet analysis.
Many forecasts are developed by the
different groups in the supply chain
- there is no one common forecast that
drives all supply chain functions
Salespeople are responsible for
developing the sales forecasts but they
are rewarded on their ability to exceed
the forecast
Understanding of customer markets is
predominantly based on sales history and
general macro-economic measures
Production overstretches to respond to
every order. Emergency orders become
normal practice. A ‘big-brain' planner
uses experience to plan manually. In
times of shortage, customer orders are
allocated on a ‘first come, first served’
basis with some prioritisation of key
accounts

All of us know that, if we could, we
should respond immediately to customer
demand and use that information to trigger
our planning process, sourcing process, and
resource allocation, back along our supply
chain. Here is what we would need to
successfully achieve this idea:
• Full scope: the supply chain spans
suppliers’ suppliers and customers’
customers both within and outside the
company. Demand planning systems
would be fully integrated throughout the
supply chain both inside and outside the
company
• Integrated forecasting: for the majority
of lines, no forecasts are needed as
replenishment is set up such that it
responds immediately. Where used, sales
forecasting is an integrated process for
customers, manufacturers and suppliers
who share information and databases
for more broad planning purposes; the
forecasting technique chosen depends
on characteristics of product demand.
Customer-generated forecasts become
standard inputs and are integrated with
internal forecasting systems; forecast
errors by account are noted and input
into specific account replenishment
models. Reactive demand (risky and
uncertain) is separated from non-reactive
demand (stable and predictable) and the
supply chain is configured accordingly.
July/August 2008 Supply Chain Asia
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Variability in individual forecasts are
captured and used to characterise
demand. Customer focus groups are
used to improve forecasting
Customer input: detailed understanding
of customer markets and drivers of
demand is developed with customer
input; implications of changing customer
market conditions for the manufacturer
are understood and captured in the
planning systems that span the complete
supply chain
Resource prioritisation: production
or delivery is prioritised according to
customer segmentation priority measures
and order or account profitability to
produce selective rapid deployment.
Production planning systems are fully
integrated throughout the supply chain.
When there are shortages, product is
allocated to customers on the basis of
past sales records not orders placed

We remember a favourite quote of a P&G
executive when he said, many years ago, “We
want to get to the point where the consumer
opening a bottle of juice will trigger us to
pick another apple”. Now, in our on-going
discussion, we are getting to the core of that
objective.

Differentiate product closer to the
customer
The next principle is about Differentiating
Product Closer to the Customer. Some use
the term postponement. Some, in life, may
use the term procrastination.
In the case of Supply Chain Management,
though, there is no question about right or
wrong - it is definitely better to wait as long
in the process as you can before tailoring your
end product or service in order to satisfy a
specific customer demand.
While psychology and the analysis of
personality types are a bit removed from the
nuts-and-bolts of warehousing, trucking and
the like, one observation has always been of
particular interest: some people are in more of
a hurry to make decisions than others. These
people prefer not to hesitate, in the belief
that once you’ve got the basic facts together,
it’s better to make a choice or decision right
away, get on with it, and move on.
Others prefer to delay the decision until it
MUST be made, expecting that there will be
more information available by the decision
point that will enable them to make a better
Supply Chain Asia July/August 2008

quality decision. It is not laziness or that they
are necessarily afraid to make a decision; it
is just a preference in the process. Of course,
this leads the quick-start types to suggest
that those who bide their time are great
procrastinators.
Being more comfortable moving things
than picking brains, we figure that in logistics
– as in life in general - this is probably one
of those things where neither approach is
necessarily right or wrong. Flexibility and the
willingness to adopt different approaches to
suit different situations is the key.
Let’s get right to the point with a simple
example. We once did some work with
a major food processor in Canada which
produced an extensive range of canned
products, most of which were sold under
their own recognised brand and were
labeled as such. However, they also did a
lot of private label work and at the time, the
contents of the private label products were
almost all the same - just the labels wrapped
around the cans were different. For a variety
of reasons, they had a great deal of trouble
predicting demand for the private label
product and this led them to carry a lot of
finished goods safety stock in order to meet
demand on short notice.
You can probably guess where this story
is going: in order to dramatically reduce
finished goods stock and still provide great
customer service, it was decided that they
would keep stock of the unlabeled cans

(called “Bright Stock”… was that because the
cans were shiny or because of the idea?) and
label them to order.
How obvious was that? Like we always
say, Supply Chain Management is not “Rocket
Science”.
But, it does take some fresh, clean sheet
thinking. Everybody’s favourite example in
this regard is a certain supplier of personal
computers…
If you ever experienced ordering a
customised PC from their website, you know
that there are thousands of permutations and
combinations in the configurations that you
could choose. In fact, those configurations
are based on a few different options of each
PC part. Say you have three options for
monitor, two sizes of storage, four types of
graphic card, and so on. These parts are pretty
standard. The supplier has these parts ready
but does not start assembling them until the
customers place the orders via Internet or
telephone. Purchase orders from customers
function as triggers for them to pick the right
parts and then start assembling those parts
together, according to the requirement of
each individual customer.
So, how can you apply these ideas to your
situation? Do you think that procrastination
management might have something to
offer?
We will continue with the Seven Principles
of Supply Chain Management in future
articles.

1. Segment Customers
Based on Service Needs

2. Customised the
Logistics Network

3. Drive Operations From
Demand

Segment customers based
on the service needs of
distinct groups and adapt
the supply chain to serve
these segments profitably

Customise the logistics
network to the service
requirements and
profitability of customer
segments

Listen to market signals and
align demand planning to
ensure optimal resource
allocation

Suppliers

Plants

Distribution

Customers

4. Differentiate
Product Closer to the
Customer

5. Source
Strategically

6. Develop Supply
Chain-Wide
Technology Strattegy

7. Use Supply Chain
Spanning Performance
Measures

Differentiate product
and services closer to
the customer to speed
conversion across the
supply chain

Manage sources of
supply strategically to
reduce the total cost of
owning materials and
services.

Support multiple levels
of decision-making
and give a clear view
of the flow of products,
services and inform

Gauge collective
success in reaching the
end-user effectively
and efficiently
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What will supply chains be like in a decade and a
half? Supply chain thought leader and author
Dr John Gattorna* says they’ll be more important
to more businesses; Asia will be the source of
most supply chain innovation, and there’ll be more
planning for serious supply chain disruption. Read
on for a glimpse into the future

Asia Pacific supply chains 2020

T

he biggest change affecting the
formation, operation, and performance
of supply chains by 2020 is that
enterprises throughout the Asia Pacific
Region will regard them as central to the
health and well being of the business, rather
than just a functional activity as is the case
in 2008. This change in philosophy will open
up new areas of value extraction across the
entire business, and up and down the supply
chains that a given business is involved in.
Inside the firm, executives of all disciplines
will recognise that they all have a contribution
to make towards the performance of the
firm’s supply chains, formally and informally,
because after-all, these chains provide the
real-time linkages to suppliers and customers,

which together represent the life blood of
the firm. Some of the more sophisticated
enterprises across Asia Pacific have the
opportunity to lead the world by changing
conventional silo-style organisation designs
into more responsive ‘clusters’ of people
focusing on the particular buying behaviours
evident in their customer base. Hong Kongbased Li & Fung is almost there already.
And this realisation will not be limited to
product-type organisations alone. By 2020,
service organisations across many industries
will be actively using supply chain principles
to drive performance, including banks;
insurance companies; tourist organisations;
hospitals, and education establishments.
These will all be using supply chain principles

in search of the optimum service cost zone of
performance.

Oil prices and the green issue
‘Sustainability’ issues in supply chains will
be well documented at global, regional,
and domestic levels by 2020, and significant
resources will be deployed to address the
issues identified in areas such as ecology and
corporate social responsibility. Already we
are at a point where firms that ignore these
factors run the risk of being identified by
investment houses and consumers alike, and
sustained campaigns developed to expose
their unacceptable practices, which in turn
affects the share price.
The impact of oil prices at US$200 per
July/August 2008 Supply Chain Asia
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barrel will have changed the way transport
(all modes) operates. At current levels of
around $160 per barrel, this mark is closer
than we thought possible a few years ago.
But as we stand today, very few initiatives
of substance are under way across Asia
Pacific. The rapid development of alternative
fuels will begin to impact by 2020, particularly
for automobiles. Congested roads in city
environs will mean most deliveries are at
night, and the associated noise element will
be strictly monitored. Nationally, much more
freight will be carried by modern rail links. In
Australia and India this will be the case, for
different reasons.
Australia in particular will see a resurgence
in rail transport to cover the vast distances of
this island continent. Brisbane will become
a major new intermodal hub, where rail,
road, and sea all converge. Another major
hub, similar to but smaller in scale to Dubai
and Singapore will be emerging in the
western suburbs of Melbourne. Parkes will
be Australia’s ‘inland port’, sited strategically in
relation to Melbourne, Sydney, and Brisbane.
A new rail link will connect Darwin and
Brisbane, and much of the freight hitherto
coming around the East Coast will move on
this link between Darwin and Sydney.
In India, the rapidly growing demand for
consumer goods will be served by new free
trade warehouse zones (FTWZ) established in
key cities such as Mumbai, Delhi, and Chennai,
all linked by fast modern rail services.

Outsourcing and co-opetition
‘Outsourcing’ as a practice will be entering
its third or fourth generation, and the early
thrust to outsource everything will be well
behind us. By 2020, companies will know
which parts of their business to outsource to
third parties, and which to keep inside.
Essentially, if you need speed and
agility to service a fast-changing market,
outsourcing from long distance locations will
not work. Indeed, there is already evidence
that some companies have realised this and
are withdrawing parts of their product range
from foreign manufacture, and accepting
the higher local costs of production as the
premium they must pay for greater speed
and responsiveness to their markets.
Australia, in particular, because of its
lack of world scale in many of its industries,
will have moved to ‘industry level logistics
consortiums’, where the majority of
competitors in an industry will use a single
Supply Chain Asia July/August 2008

industry-owned logistics entity to undertake
all the physical activities. Several industries
are prime candidates for this revolutionary
business model, including pharmaceuticals;
FMCG; electronic high-tech; oil & gas; and
building materials. This new approach will
also have the beneficial effect of increasing
transport utilisation, and in the process
taking pressure off the environment through
a smaller carbon footprint.
But to get to this stage will require the
various anti-competition authorities in
Australia and across the region to become
more comfortable with the commercial
arrangements between the competing
parties working together in such consortiums.
In my view this will not be a problem because
a rational economic argument can be made
for this special type of collaboration. These
same parties will still be able to compete
in other factors in the marketplace such as
price, product range, brand, and a host of
other dimensions. Co-opetition becomes a
reality at last.

Supply chain ‘disruption’
Perhaps one of the biggest issues on the
minds of business executives in the years
leading up to 2020 will be the potential
impact of ‘disruption’ to their corporate
supply chains, irrespective whether the
cause is terrorism, natural disasters, delays
in supply, or systems’ failures. Already we are
seeing that such disruptions can have up to
a 30% negative impact on a firm’s share price,
and the effects can last for up to three years!
It is time for more attention to contingency
planning.
We will witness a rise in genuine

collaboration as firms mature in their
understanding that supply chains only
produce results that reflect the weakest link in
the chain. Added to this will be the realisation
that if we get caught up in internecine
disputes with other parties in our supply
chains, international competitors will benefit
as customers go elsewhere.
The Australian coal industry is a good
example where a lack of collaboration in
certain regions is hurting the industry in total.
High levels of collaboration are particularly
relevant where multiple users, big and small,
must share infrastructure such as railways and
ports. By 2020, ways will have been found
to get the maximum volume through these
constrained capacity facilities, on a fair and
equitable basis for all.
Finally, Asia Pacific will by 2020 be a
region of world-class innovators in various
industry supply chains, and many of the
methods developed across the region will be
applied elsewhere in the world. Most of the
new business models introduced to supply
chain design and operation will come out
of Asia Pacific and India over the next few
decades.
But to get to this point we need more
interest and funding from governments;
more genuine interest from universities
so that sufficient talent will be available to
commerce and industry, and a wide range
of incentives to encourage and reward
innovation at every point along domestic,
regional, and international supply chains. I
am confident the next generation of business
leaders in Asia Pacific will rise to this challenge
and take us in the right direction, the fruits of
which will be very evident by 2020.

Lean supply chain configurations
work, but only in appropriate
market conditions by Dr John Gattorna

A

re lean supply chains the answer to
everything? In a word, quite definitely
“no”! But judging by the way the lean
concept is being pursued in many enterprises
you would think the opposite. Indeed, lean
ideas are at best confused, and misleading
at worst, which has led to unreasonable and
unfulfilled expectations.

We have seen it all before. People in hot
pursuit of the ‘silver bullet’ often missing the
subtleties.
There is no doubt that the application
of lean principles brings benefits in the form
of waste elimination in materials, processes,
time and information. But sometimes this
is achieved at the expense of agility and
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flexibility. Taken to extremes, lean can make
a logistics network brittle and prone to
failure because of the lack of embedded
redundancy. Not an easy concept in today’s
cost-driven world!

Predictable demand
The problem is that the original lean
manufacturing principles as espoused by
Japanese automotive manufacturers do not
translate well into the wider contemporary
supply chain operating environment, where
volatility of demand often requires quite the
opposite - more rather than less capacity,
some of which is redundant for at least
some of the time and can therefore be costly.
But it is also necessary, if you want to serve
anything other than predictable demand
patterns.
The original lean concept as applied in
the relatively controlled manufacturing space
implied predictable patterns of demand, and
a high level of collaboration with suppliers
on the supply side. The idea was to help
each other to reduce waste rather than just
move costs around. Unfortunately, these
conditions, while they still exist in many
industries today, are far less prevalent than
in the 1980s.
What we now know about customers on
the demand side is that they display a range
of dominant buying behaviours, and this
has to be matched by a corresponding set
of responses from the immediate suppliers.
This is my proprietary concept of ‘dynamic
alignment’. In brief, this concept, which
applies on a whole-of-enterprise basis,
requires that supplying companies should
hard-wire at least three or four different
responses into their business if they are to
have a chance of aligning with the majority of
their customers. Lean is just one of a number
of possible responses.

One-dimensional response
On the demand side, my work in many
different markets with a myriad of product/
service categories has revealed that not
all customers are, or even want to be,
collaborative in their dealings with their
suppliers. Some customers are straight
out adversarial; others are demanding and
require quick response, and still others throw
caution to the wind in desperate situations
and expect their suppliers to come up with
innovative solutions to their problem of the
day.

And customers can change their preferred
behaviours for short periods from time to
time. So a one-dimensional response such
as lean is not going to suffice; multiple
response options are mandatory, delivered
side-by-side as the market demands. Much
the same situation applies on the supply
side, where suppliers are now customers of
processors further upstream in the supply
chain and hence need to engineer a range
of procurement strategies.
So the lean supply chain variant of the
original lean manufacturing concept is
more about seeking a low cost-to-serve by
ensuring that customers downstream are not
over serviced, and correspondingly resources
are not wasted in the process. Remember,
most if not all enterprises are over servicing
some customers, and under servicing others;
the problem is to identify which is which!
In lean supply chains as I define them
above, low cost is achieved, often in quite
adversarial circumstances, by doing the
basics well, no more, no less. The more
‘collaborative’ style of supply chain (which I
have labelled the Continuous Replenishment
supply chain) is something different again.
Here, customers (on the demand side) freely
and willingly share information, get involved
in joint initiatives, and generally seek a
long-term stable relationship with a few key
suppliers.
But in the classic lean supply chain,
customers are not so willing to share, so
suppliers have to produce their own forecasts
based on historical experience - which works
okay in predictable market conditions, but
is a disaster in volatile markets! And yet
we see many enterprises pursuing ever
more accurate product forecasts in these
volatile markets when they should really
be focusing on forecasting future capacity
requirements. Classic lean supply chains
are all about ‘push’ based on forecasts,
whereas more collaborative practices allow
Continuous Replenishment supply chains to
be a combination of ‘push’ and ‘pull’.
On the supply side, it is more likely there
will be collaboration, especially if the power
balance is in favour of the customer. Look
at the situation that suppliers to Wal-Mart
face. They hardly have a choice, so is this
genuine collaboration based on their deeprooted company values, or a type of forced
co-operation?
For genuine lean supply chains, the value
proposition to customers on the demand side
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is one of providing a standard, consistently
reliable low cost service, one that customers
can always bank on. They know what they
can expect, and plan accordingly. The primary
focus of suppliers facing this situation is on
efficient operations, producing products
and services in high volume, low variety,
and strictly to forecast. The key is scale, and
synergies in production and logistics. That is
the good news. Now for the complications.

Reduced agility
The parameters involved in designing and
operating lean supply chains as I have defined
them, come at the cost of reduced agility.
Agile supply chains, which are necessary
in more unpredictable market conditions,
require excess capacity on standby in order
to be in a position to respond quickly. This is
the world of make-to-order (MTO) compared
to the make-to-forecast (MTF) world where
lean supply chains flourish.
So what have we learnt? Lean supply
chains are more complex than their more
conventional manufacturing variant. And
taken alone, lean supply chains are unlikely
to be sufficient to service a disparate range
of customers who between them may
exhibit up to three or four distinctly different
dominant buying behaviours – only one of
which will be adequately served by a lean
configuration. Hence the concept of multiple
supply chain alignment, where supply chains
of different configurations operate either in
parallel or in various combinations to cover
the range of customer buying behaviors
evident in a given market.
So how far do you go with implementing
lean principles? Only the market can answer
this question. Look at how the market is
structured in terms of the relative sizes of
behavioural segments present, and this will
inform you how much emphasis you need to
put on lean principles inside the enterprise.
Go lean where it is appropriate, but
recognise that other pathways to customers
are likely to be required, in parallel or in
series, and above all, in synch. This may
be the uncomfortable reality inside the
enterprise, but companies in hard-pressed
industries such as fashion and apparel are
already experimenting with new organisation
designs to make this plurality possible.

*Dr John Gattorna is author of Living Supply Chains,
FT Prentice Hall, London, 2006
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Everyone’s talking
about climate
change, so why
do software and
logistics providers
need to as well?
greener? Following are five highlights from
the diversity of possibilities and visions:

“Green IT” and “green logistics” are two subjects that have
grown exponentially over the past year. There remains a dearth
of material, however, examining and illuminating the obvious
link between the two. In this article, Markus Meißner, product
manager, supply chain management, at AEB GmbH, looks into
where IT can help promote green logistics and sustainable
business practices
One universal truth: there are
no universal solutions
Let’s dispense with all illusions right from the
start: IT is not the solution to sustainability.
This is a shame, but there is no single solution.
In the history of our species, there has likely
been no other process of change influenced
by so many parameters, fraught with so many
variables and requiring such a multi-faceted
approach as the attempt to rescue the natural
underpinnings that make our life on this
planet possible.
Believe it or not, for example, the CO2
baggage that your t-shirt carries around
weighs a full 5.7kg - 20 times as much as
the shirt off your back. At the outset of
this feature, it’s important to note that if
you approach the problem of reducing
the CO2 baggage from the raw materials
side, say by simply looking at the dyeing
process, which accounts for nearly half
Supply Chain Asia July/August 2008

1. Software for calculating CO 2
emissions/eco-assessment

the CO2 weight, you’ll achieve a superficial
success. A comprehensive reduction, or
truly sustainable sustainability, requires a
comprehensive approach.
In this article, I address just one
sustainability issue, transport and logistics,
and narrow this down even further by
focusing on the role of IT in this process.
So what can software do to make logistics

We’ll start right off with the “outsider” among
the five examples – an outsider because
these software systems do not necessarily or
solely concern transport. We’re talking about
software that calculates CO2 emissions, the
so-called “carbon footprint”. These systems
are indispensable, and their calculations
form the basis of nearly all of the other
measures outlined below. One function of
such programmes is to break down how
much each subprocess contributes to the
carbon footprint of a product (Figure 1).
This calculation is interesting and
important not only at such an “overriding”
level. For our purposes, its interest and

Figure 1: CO2 breakdown of a t-shirt produced in China
Cultivation

Seeding

Spinning

Weaving

Dyeing

Manufacture

Transport

195 g CO2

800 g CO2

613 g CO2

91 g CO2

2570 g CO2

63 g CO2

1450 g CO2

Source: Dr. Michael Arretz, Systain Consulting
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importance come into play especially when
we analyse emissions within the transport
process. After all, the many considerations
relating to modal split only work because the
various routes and modes of transport show
significantly different carbon footprints.
What’s also critical in the end is that
improvement can only be ascertained by
regularly checking the emission profile.
Holger Sampel of PE International, a software
company specialising in eco-assessments,
recommends the following procedure.
“Create an energy profile and identify the
main contributors to energy consumption.
Using this initial audit, establish a target value
and a system of key indicators for continuous
monitoring. Define, prioritise and implement
measures to reduce consumption.”

2. Avoid unnecessary transports in
existing supply chains
Let’s move closer toward the core functions
of logistics and SCM. Even before goods are
transported, it is possible to optimise delivery
routes and avoid redundant trips - by using
supply chain execution systems that bundle
consignments.
That may sound banal, but it isn’t.
Despatch centres and warehouses often
process orders without any check of whether
multiple shipments are going out to the
same consignee on the same day. With low
transport costs, that used to be a simple
business cost calculation: is it really worth
searching the goods issue department for the
second package to Smith & Co., repackaging
it and creating new documents? It often
wasn’t. Investing in IT solutions that takes care
of this bundling before the packing phase
didn’t used to be a big enough priority for
many small and medium-sized companies.
This could now be changing, because
the “emission surcharges” - whatever form
they take - could tip the balance once and for
all: Such a system achieves internal savings
through consolidation (less documentation,
less packaging, less shipping and handling
expenses). And by the time carbon taxes have
significantly increased the cost of individual
trips, this will be one of the few ways to
remain competitive. What’s interesting is that
many of the leading order processing systems
do not offer consignment consolidation
as a standard feature. One more reason for
specialised IT services and applications in
logistics.
Supply Chain Asia July/August 2008
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It’s a fact: more visibility always means more
sustainability. That’s why it is more and more important to
provide information along the entire chain independently
of the various means of transport. Which means of
transport is used for what purpose? Which consignments
are picked up when and by which forwarder? Are extra
trips used to bring back load devices from far away? Is it
possible to combine the retrieval of empty load devices
with other shipments?

❞

3. Better visibility to avoid unnecessary
transports
Taking things one step further back puts
us at our third example. Many unnecessary
transports are currently “needed” only
because large stretches of the overall supply
chain are not transparent. If the chain gets out
of sync at one point, it’s often noticed much
too late to intervene in a resource-saving
and environmentally friendly way. Delivery
problems can only be countered with air
freight and express courier services.
It’s a fact: more visibility always means
more sustainability. That’s why it is more
and more important to provide information
along the entire chain independently of the
various means of transport. Which means of
transport is used for what purpose? Which
consignments are picked up when and by
which forwarder? Are extra trips used to
bring back load devices from far away? Is it
possible to combine the retrieval of empty
load devices with other shipments?
Visibility platforms that respond
proactively to delays and deviations can
make important contributions toward
achieving sustainability targets.
Such visibility tools are also ideally
suited for the continuous monitoring of
sustainability targets mentioned in the first
section above, since they compile the relevant
data from all existing logistics systems and
supplement the transport’s economic data
with its ecological data. This makes it possible
to measure and plan resource savings.
You don’t need to be a prophet to predict
that in the foreseeable future it will be as
normal for forwarders to provide emission
data as it is today with lead times. The DHL
GoGreen package is just one example. TNT
and Schenker are also busy here. All the

transport service providers that want to keep
up with this trend will have to do their part.

4. Integrate “sustainability” as a
decision-making factor in selecting
a carrier
That brings us already to our fourth point and
forms the basis for an especially interesting
field, especially for shippers and logistics
service providers: the selection of the “right”
forwarder. This remains a gut decision
in many companies today, but Internet
technology and modern supply chain
execution systems have been able for some
time now to calculate the best-suited carrier
for each individual shipment based on a
variety of parameters or decision-making
components.
Admittedly, one can reduce these
parameters to a simple dichotomy: either I
choose the most affordable - let’s go ahead
and say “cheapest” - carrier, or I choose the
fastest and most reliable carrier.
Three North American professors –
Jean-Paul Rodrigue, Brian Slack and Claude
Comtois – had a premonition all the way
back in 2001 that another main factor
would emerge. The trio of experts wrote
an article entitled The Paradoxes of Green
Logistics for the Handbook of Logistics and
Supply Chain Management containing
passages that seem almost clairvoyant in
retrospect - predicting, for example, “that
purchasing departments [will] become a
critical point in the move towards applying
green logistics. Traditionally, price and quality
characteristics formed the basis of choice, but
because environment preservation is seen as
desirable in general, greenness can become
a competitive advantage.”
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IT systems for freight
optimisation were originally
developed to contain costs.
Now these systems help save
emissions and energy as well,
since they support logistics
planners in optimising trips
and, ideally, eliminating trips
altogether.
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Today, one might add that it is more likely
the IT systems rather than the purchasing
departments are driving the automation of
carrier selection forward. And the option
“select the greenest carrier from among
the fastest” sounds funny, but the most
innovative software companies are working
on these very concepts.

5. Optimise cargo space usage and
route planning
One last example and something that is
becoming more and more important with
today’s highly decentralised supply chains:
the optimisation of cargo space usage and
route planning. A simple example of this type
of IT-supported green logistics is electronic
transport exchanges. Germany’s Green
Party (Bündnis 90/Die Grünen) published
an extremely interesting thesis in the
summer of 2007 entitled Greening Logistics
and describing how such virtual freight

marketplaces “create a network of various
shippers with carriers to greatly optimise
the capacity utilisation of truck shipments”.
This makes sense both economically and
ecologically, as the average round-trip
capacity utilisation is only about 60%.
The more that mobility becomes a
valuable commodity, the more effort will be
put into generally avoiding transports or at
least increasing their capacity utilisation and
efficiency.
IT systems for freight optimisation were
originally developed to contain costs. Now
these systems help save emissions and
energy as well, since they support logistics
planners in optimising trips and, ideally,
eliminating trips altogether.
The Duisburg-based logistics company
Alpha Group, which handles logistics for
McDonalds, is setting the standard here
and was distinguished with the 2007
“European Sustainability Award” for creating
an all-around environmentally sound supply
chain. Company spokesman Christoph
Thünemann described the achievement.
“Through constant manual and IT-supported
optimisation of trip planning and consistent
capacity utilisation of trucks, we were able
to save 74,000km in 2006 over the previous
year while increasing overall tonnage and the
number of restaurants served.”
McDonalds implemented the “food
town” concept, modelled on the American
automotive industry. This involves bringing
together the fast-food chain’s distributor
with its suppliers (bread, pickles, meat, etc.)
in one place. Germany has two such food
towns, and together they eliminate some
13,500 additional transports annually, says
Thünemann.
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Deutsche Post was also able to apply
modern trip planning to reduce the kilometres
travelled within each postal delivery zone by
some 14% from 2001 to 2006. (Details of
this can be found in the presentation by
DPWN’s Monika Wulff-Matthies at: http://
www.gruenebundestag.de/cms/verkehr/
dokbin/190/190007.pdf)

Narrowly avoiding the rebound
effect: it takes green IT to make green
logistics possible.
There is still much to say about IT solutions
and SCM strategies to support sustainability
initiatives. Simulations also factor in emission
profiles and energy consumption scenarios
when choosing a location, for example. It
is also possible to apply these tools toward
“environmentally optimising” the structure
of the supplier network. The organisation
of the individual production phases, the
warehousing concept and of course the
delivery service, are significant factors
affecting a company’s logistics strategy, and
IT always plays a role.
That, on the other hand, causes attentive
and alert readers to furrow their brows.
Doesn’t this whole IT infrastructure use just
as much energy as it saves? Don’t all the
computers and servers and cables contain
the same amount of contaminants as their
programmes save through reduced wear
and tear on truck tires from more efficient
routes? Doesn’t it take just as much CO2
to cool computer centres as is saved by
consolidating consignments? Go ahead
and unfurrow your brow: IT optimisation of
logistics still saves much more energy than
it uses itself.
July/August 2008 Supply Chain Asia

infrastructure
supply
chain - SURVEY
update

24

Green Supply Chain Survey II
In our first Green Supply Chain survey of July/
August 2007, a majority of respondents said
environmental concerns were not taken into
account when it came to the majority of supply
chain operations in Asia. Even at that time –
the beginning of the increasing profile of the
issue – some 83% believed sustainable supply
chain practices would be more important to
businesses going forward.
Our Green Supply Chain Survey II is
essentially an effort to assess how far the
issue has moved in terms of both perception
and practical application over the past year,
and questions were included to look at both
areas. The survey was delivered to the Supply
Chain Asia community, which includes a
mix of some of the world’s largest big brand
shippers, as well as small and medium-sized

brand owners, all categories of supply chain
logistics service providers and industry
consultants.
We got an excellent response to the
survey, itself indicative of the growing
importance of the issue to the industry.
As in our previous survey, the majority of
respondents (54%) believe environmental
concerns are not taken into account in the
majority of supply chain operations in Asia
at the moment. However, the overwhelming
belief (97% of respondents) is that the issue
is growing in importance, and will be a
major factor affecting the profitability of
companies going forward. Some 46% of
respondents believe this will be mainly driven
by consumer/buyer behaviour and demands.
Notably, however, Asia-based respondents

Respondent breakdown

3. In the past twelve months, has there been more focus on supply
chain sustainability within your own organisation? If so, can you
please give a brief description of the shape this focus has taken,
including details of new sustainability initiatives or programmes
that have been/are being implemented.

19%
Consultants
37%
Service
Providers

44%
Shippers

Yes – 77%
No – 21%
Don’t know/spoilt – 2%

1. Do you think environmental concerns are taken into account in
the majority of supply chain operations in Asia at the moment?
Yes – 41%
No – 54%
Don’t know/spoilt – 5%

5%
54%
41%

2. Do you think there has been increasing focus on supply chain
sustainability in Asia over the past twelve months?
Yes – 90%
No – 9%
Don’t know – 1%
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9% 1%
90%

located in markets where government is
perceived to have more influence on private
business, including Singapore and mainland
China, believe government regulation will
likely be the main driver. Also of interest
is that respondents from Europe tended
to indicate that if major positive change
in the area is to be realised, the initiative
needs to come from government, and that
governments in Asia are still not taking on
this role to the extent that they should be
(please see sample comments under Q7
below). Many respondents cited a lack of
government initiative on the issue in the
region as the main obstacle to progression.
Below are the major findings of the
survey, including a selection of the comments
included by respondents.*

21%

2%

77%

“There is recognition … that the green issue is a source of competitive
advantage for rail (our core business) as it has a much lower carbon
footprint compared to other modes of land-based transport. However, our
performance measures still tend to drive managers in traditional ways and
so the implementation of this strategic insight is not happening fast enough
to make much difference.”
“We have updated and re-issued our corporate sustainability report, initiated
our Supplier Business Practices policy, which requires suppliers to operate in an
environmentally responsible manner (and audits them to those requirements),
and stepped up our overall green focus across the organisation.”
“There has been an increasing desire by shippers to understand what their
carbon footprint is. This has resulted in a large number of inquiries into the
carbon emitted by the transport of their goods. KN has begun to develop
an integrated carbon calculator capability into its forwarding application to
provide customers looking for this type of calculation to obtain it prior to
shipment. KN has also begun to explore with its transport partners a range
of green services for those customers wishing to ship their products in a more
environmentally-friendly manner.”

infrastructure
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4. Does your business currently have any dedicated staff looking
at supply chain sustainability; or staff currently spending a large
proportion (more than 50%) of time on projects related to the
area?
5%

32%

Yes – 63%
No – 32%
Don’t know/spoilt – 5%

63%

3%
97%

6. Please number, in order of importance from one to six, which
of the factors below you believe are driving more sustainable
supply chain practices
Consumer/buyer behaviour – 46%*
Competitor behaviour – 11%
Government legislation/regulation – 18%
Price and availability of resources – 7%
Human resources – 14%
Social activism/media – 4%
50

8. Do you think sustainable supply chain practices will affect
where shippers choose to source from in future and, if so, in
what way?
5%
6%
Yes – 89%
No – 5%
Don’t know/spoilt – 6%
89%

“Not unless there is international agreement around factors such as carbon
trading so that true price signals are embedded into decision-making around
supply chains.”
“The shippers may require their vendors to satisfy certain criteria in reducing
carbon footprints etc. However, I feel that it will take many years before this
will become widely accepted practice.”

Yes, I think more pressure and focus will be placed on origin sourcing, especially
in Europe and the US and this will start to filter back into Asia over time.”
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“Yes. At present local supply chains are built on cheap energy. As fuel gets
more expensive due to shortages and carbon taxes, then the economics will
change and it may become more viable to have smaller and local production
models with lower transport movements.”

20
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0

“Money.The perception is that sustainable supply chains cost money. If your
competitor doesn’t do it and you do, your [services and/or products are] bound
to be more expensive.”

“Yes, but only to a point. Lowest total costs considerations, modified to include
sustainability impacts, will continue to drive decision-making.”

40

*figure indicates percentage of
respondents that believe this factor
to be the most important of the
six factors listed

“Lack of government pressure to promote environmentally friendly practices.
Lack of trust between suppliers, inhibiting collaboration.”

“The lack of regulation in Asia similar to [regulation] in Europe, Oceania and
North America is a significant obstacle to the implementation of sustainable
practices in Asia. It is a sad fact that in the regions that appear to be addressing
environmental issues it has been the imposition of regulation that initiated
their concerns, not altruism, activism or costs.”

5. Do you believe that, going forward, sustainable supply
chain practices will be increasingly important in terms of the
profitability of companies?
Yes – 97%
Don’t know/spoilt – 3%
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46%

11% 18%

7%

14% 4%

7. What in your opinion are the main obstacles when it comes to
implementing more sustainable supply chain practices in Asia?
“The lack of suitable policy frameworks around environmental issues, the lack
of an international carbon trading scheme and the narrow focus on economic
growth which favours short term unsustainable environmental practices.”
“Lack of government support/understanding as Asia is working different
to Europe and the US where a lot of these activities are driven by
governments.”

9. Do you believe Asia is behind the US and Europe when it comes
to the creation of more sustainable supply chains?
Yes – 82%
No – 15%
Don’t know/spoilt – 3%

15% 3%
82%

*Supply Chain Asia has details of all respondents and has committed to keep those details confidential.
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Japanese integrator goes
for summer launch
Airlines and forwarders in Japan have come together to establish a joint venture company to
compete in Japan and Asia in document and high-value small package business with the big
four global integrators. Supply Chain Asia’s Masanori Kikuchi looks at the structure of the new
business and the conditions that led to its establishment

W

ith start-up capital of US$204m,
All Express, the new Japanese
integrator set up to compete
with the big four global players, will be
headquartered at Haneda Airport in Tokyo.
All Nippon Airways (ANA), Nippon Express,
known as ‘Nittsu’, the largest forwarder in
Japan, and Kintetsu World Express (KWE),
Japan’s second largest air cargo forwarder
next to Nippon Express, respectively have
36.38%, 30.38% and 30.38% of the shares in
the company, which will operate under the
brand name ALLEX. Yusen Air & Sea, the third
largest forwarder in the country, and Mitsui
OSK Lines subsidiary MOL Logistics, each
have a 1.43% stake.
ALLEX will start business selling express
parcel delivery services from Japan to Hong
Kong and Shanghai using ANA flights in the
Supply Chain Asia July/August 2008

summer. The company also plans to launch
intra-Asia express services to and from Naha
Airport in the south of the country. ANA is
currently preparing to increase the number
of flights it operates from Naha to other Asian
cities. Going forward, ALLEX will also operate
from Kansai International Airport in western
Japan, and extend its delivery network
around the region.
The company will focus on documents
and small package business, such as electric
appliance parts from companies in Japan,
which it will deliver door-to-door to offices
and factories in Asia in one to two days. Sales
are projected to grow to 60bn yen (US$570m)
in FY2011, from 2.4bn this fiscal year.
Nittsu, KWE and Yusen together handle
more than 50% of the total of consolidated
international air cargo from Japan. The big

four express integrators, DHL, UPS, FedEx
and TNT, have, however, been expanding
aggressively in the Japanese market in
recent years. The business of rapid parcel
delivery services to Japanese city and town
suburbs has been particularly targeted, with
increases in local staff and pick-up points, and
strengthening of sales networks. Combined,
the big four are believed to account for
70% of international express small package
deliveries from Japan, and are making inroads
into the market for larger cargo. The big four
have also been aggressively expanding their
networks in key Asian market such as China.
While ALLEX has been set up to keep pace
with this competition, it is recent government
moves to liberalise distribution services in the
country that have made its establishment
possible. The privatisation of Japan Post (JP)
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in October of last year ended 130 years of
state ownership and was closely followed
by the merging of the postal entity’s express
parcel business with that of Nittsu.
Ahead of the privatisation, in 2006, JP
teamed up with ANA and other forwarders
to establish the joint venture ANA & JP
Express. The move was seen as a signal of
ANA’s intention to compete with the foreign
integrators and rival Japan Airlines (JAL), the
flagship carrier which has a much stronger
international cargo flight network. ANA plans
to increase revenue from cargo business
seven-fold over the coming ten years.
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The big four express integrators, DHL, UPS, FedEx and
TNT, have been expanding aggressively in the Japanese
market in recent years. The business of rapid parcel
delivery services to Japanese city and town suburbs has
been particularly targeted, with increases in local staff
and pick-up points, and strengthening of sales networks.
Combined, the big four are believed to account for 70% of
international express small package deliveries from Japan,
and are making inroads into the market for larger cargo.

❞

Retailers search for solutions as profits keep falling
worsen for the remainder of the year. Chain store sales in April of
this year were down 0.8% on last year’s figure, to 1.94bn yen.
Changing regulation, including regulation on shops sizes
designed to protect smaller retailers, have meant Japan’s retailers
have been on an expansion drive for around ten years. Rising crude
oil and grain prices, together with lower wages and a reduced
overall population size, are now bringing this expansion to a halt,
analysts say.
Seven & I plans to close 600 of its Seven-Eleven stores within
this fiscal year, and three to five of its Ito-Yokado outlets over
the next three years. Aeon, a top runner in the recent expansion
drive, plans to gear down and close unprofitable shops and
integrate affiliated companies, company president Motoya Okada
announced at a press conference earlier this year. ‘‘We have to close
as many as 100 stores,” he said.
Companies are also looking overseas for growth, and
expanding operations in other Asian markets. Seven & I is
preparing to set up local companies in China during this fiscal
year in order to accelerate the opening of franchised Seven-Eleven
stores. Retailers are also planning to increase supply of the private
brand products they produce themselves at lower cost than
general products bought from outside suppliers, which have
proven popular with consumers.

Major Japanese retail groups are expected to see falls in profit
over 2008 in a continuation of poor performances in FY2007 as a
result of rising prices of key raw materials such as oil and grains
and lower consumer spending.
Seven & I Holdings, one of the country’s largest retailers,
reported consolidated sales profit for FY2007 (March 2007 to
February 2008) down 2.0% to 281bn yen (US$2.7bn) despite a
7.8% growth in sales to 5.75 trn yen.
Seven & I’s largest subsidiary, Seven Eleven Japan, Japan’s
biggest convenience store chain, reported a 3% drop in profit
despite a 2% rise in revenue. Aeon, another of the country’s largest
retail groups, reported a 17.8% nosedive in profit to 156bn yen;
while Japanese supermarket retailer Uny, which operates in central
Japan including the city of Nagoya, saw its fiscal 2007 profits drop
by a whopping 96% to 300m yen.
The results are indicative of poor retail sales nationwide. The
Japan Chain Stores Association (JCA), which comprises 75 chain
store retailers in the country, said total member revenue in FY2007
dropped 0.9% to 13.88trn yen from the previous year. JCA said
food safety concerns among consumers caused by incidents
such as the now infamous Chinese Dumpling Case was one of
the factors it believed affected sales nationwide.
JCA said the poor performance was likely to continue or even

The task is large, however. At the end of
2007, ANA’s fleet included only six freighters
including those operated by ANA & JP Express,
as compared with the hundreds operated by
each of the big-four integrators.
Meanwhile, Japan has been developing
capacity at its international airports. A second
runway was opened at Kansai Airport last
year, and big expansion projects at Narita and
Haneda airports are expected to be complete
by 2010. The developments are expected to
help the Japanese airports compete better
with other major Asian airports, such as
Incheon and Hong Kong.

Change in retail sales in selected economies
Year or
month

Japan

US

Canada

(0010)

(0020)

(0030)

Korea, European Germany
Rep. of
area
(0040)

(0050)

(0060)

France

Italy

UK

(0070)

(0080)

(0090)

Change from previous year in %							
2001

-1.9

2.8

4.4

6.8

1.8

0.2

2.4

0.7

6.1

2002

-5.7

2.4

6.3

8.6

1.1

-1.4

0.5

0.8

6.1

2003

-7.6

4.3

3.6

-0.8

0.7

-0.5

-0.2

-0.7

3.4

2004

-1.0

6.4

4.7

-0.4

1.6

2.1

1.4

2.3

6.1

2005

0.0

6.3

5.6

2.9

1.2

1.4

1.5

3.3

1.8

2006

0.2

5.9

6.4

4.2

1.5

6.1

2.7

8.8

3.2

2007

0.0

4.1

5.8

4.9

0.9

-7.7

2.8

5.0

4.4

Source: Japan Statistics Bureau
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供应链 - 安全
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供应链 - 安全

一般物流

安全细节

物品发出日期

遗失日期（若知晓 ）

运输或物流服务供应商名称

遗失时间（若知晓）

提单号、航空分运单号、运单号、托运人号

遗失地点

物品原始发出地

遗失种类（运输中被盗、抢劫、秘密偷窃等）

目的地

遗失案值

29

预期抵达日期
预期交货日期
运输方式
产品型号
产品序列号
分包运输或物流服务供应商
货物价值

July/August 2008 Supply Chain Asia

30

供应链 - 安全

#

内容

1

公司是否有一个产品遗失/损害事件数据库？
所有产品遗失和损害事件均记录在数据库中了吗？
所有遗失事件数据均输入数据库里吗？
数据库中的数据得到定期分析吗？
对数据库的分析结果被用来制定防止供应链遗失的方案
了吗？

2

是否拥有公司供应链安全策略？

3

供应链安全策略是贵公司安全策略的一部分吗？

4

使用供应链安全审核工具来审核你的产品放置现场吗？
每年均对公司的所有产品放置现场进行审计吗？

5

你经常调查损失大于5000美元的供应链遗失事件吗？
使用公司模板来调查供应链遗失事件吗？
针对调查结果制定措施并付诸行动了吗？

6

公司所有产品放置现场均通过行业认证项目的认证了吗（
比如TAPA 或 ISO28000）？

7

贵公司通过政府认证项目了吗？（比如新加坡海关的“安
全贸易伙伴”项目）

8

和你的运输或物流服务供应商签署物流服务协议了吗？
你的物流服务协议包括运输或物流服务供应商安全要求
条款吗？
你的物流服务协议包括具体责任条款吗？
你的物流服务协议包括赔偿要求条款吗？
你的物流服务协议包括要求运输或物流服务供应商提供一
份业务连续计划的条款吗？

9

你是否拥有书面业务连续计划来应对可能影响公司的事
件？
是否要求所有的服务供应商向贵公司提供一份业务连续
计划？
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是( )

否( )

供应链 - 消费品
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关键能力
消费者驱动策略

需求管理

劳动力转型

供应链 - 消费品

物在华企业能力
料

配

送

在印企业能力

• 与正确的本地和/或国际合作者进行 • 增加研发和产品创新支出，侧重不断
正确的交易
演进的消费者需求
• 评估进入选择的优缺点
• 投资于品牌营销和广告，以推动类别
增长
• 在整个供应链范围内建立联系
• 为不同零售形式和渠道构建有重点的
• 为城市和乡村市场制定不同策略
服务模式
• 透彻理解不同省份的法律
• 为关键客户创建特别高绩效的基准
• 充分利用低成本国别采购优势并相应 • 开发销售解决方案要点，以提高分销
协调供应链策略
商效率，管理渠道存货并提高营收

• 焦点放在更大程度的本地控制上
• 为长期发展对本地人才进行投资
• 理解中国工人的文化差异细节
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在越企业能力
• 对应不同消费者市场开发不同策略
• 与本地企业合作，以推动扩张

• 获得本地政府的支持，以建立分销商
和供应商联系
• 探索低成本采购原材料和最终产品的
可能性
• 改善流程后端功能
• 同等重视快速增长的现代交易终端和
一般交易终端上
• 开发为大型零售商提供优化服务的策
略

• 投资于人才管理
• 及早并大量投资于本地人才发展
• 侧重于提高专业人士（尤其是家族所 • 确保足够的转岗时间，以建立本地管
有企业）的自治
理层控制

供应链 - 可持续性

种植

收种

纺纱

195 g CO2

800 g CO2

613 g CO2

织布

91 g CO2

33

漂染

制造

运输

91 g CO2

63 g CO2

1450 g CO2
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供应链 - 可持续性
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Supply Chain - s&op

Lining up the
planets in
your favour

Vivek Sood and Tony
Fedorowicz of the
Global Supply Chain
Group outline the
basics of Intelligent
Sales and Operations
Planning (S&OP)

How to make supply meet demand

I

n a quotation famously and perhaps
apocr yphally attr ibuted to I ntel
Corporation founder Andy Grove, he said:
“For one brief moment the demand will equal
supply and we will have the perfect union.
Rest of the time we struggle with either too
much supply or too much demand.”
Understanding the acceptance of the
fundamental truth in the above quotation
is perhaps the start of i-SOP – intelligent
sales and operations planning. No demand
forecast is perfect and no supply system is
capable of meeting all the demand perfectly
all the time. The result we are seeking is
to work collaboratively, in order to create
an organisation capable of maximising
profitability under every demand and supply
condition it could possibly encounter. That,
in itself, is a lofty goal, given we don’t even
know the whole range of demand and
supply conditions that could possibly be
encountered.
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So, what does a well functioning i-SOP
organisation look like? In figure 1 on the next
page, where we show i-SOP within the big
picture of most of our strategic consulting
work, we have highlighted all the various
parts that must come together to create a
good i-SOP process.
The goal we are seeking from this
i-SOP process is profit maximisation. It
is not inventory minimisation - there are
numerous IT systems which purport to
do this, and many do an adequate job. It
is not cost minimisation. Again there are
numerous supply chain systems that do
this adequately enough. The goal is not
revenue maximisation either; numerous yield
management systems do that adequately
enough. The end goal of a successful i-SOP
process is profit maximisation, and to our
knowledge there is no IT system which does
this adequately enough – hence the need for
an elaborate process aided by a toolkit.

Disparate mechanisms
S&OP brings together two disparate but
essential mechanisms to look at an even
bigger picture. On one hand, demand
management is the art of maximising revenue
achieved out of a pool of customers and
products in a given period. The key questions
asked are which customers to serve; where;
with which products; at what price, and in
what way are they to be charged? All these
questions are extremely important, and
are generally thought to lie in the exclusive
domain of sales departments.
Some industries such as the
telecommunications and airlines are
renowned for being extremely good at what is
euphemistically called ‘yield management’but
is essentially a revenue maximisation exercise.
On the other hand, supply management is the
art of minimising the total cost of fulfillment
while meeting all the demands placed on the
supply systems. The key questions are where
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STRATEGIC
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to buy, produce and store; for how long; when
and how to move, and where to move in order
to keep customers happy. These questions
are thought to lie in the exclusive domain of
production and logistics departments.
Cost minimisation has been the most
popular end goal of traditional supply
chain management systems. This ability - to
simultaneously focus on maximising endresults for the customers while minimising
costs - is the foundation of the emerging
supply eco-systems as a result of i-SOPbased thinking.
Starting with the clear purpose of
maximising profitability for the company
as a whole, it is much easier to create a
collaborative process for sales and operations
planning. Technically, every supply chain
professional knows that the objective function
of profit maximisation embodies inventory
minimisation, cost minimisation, revenue
maximisation and stock-out minimisation
at the same time. The technical problem
is relatively easy enough to define using
the operations theory. However, in reality,
it is much harder to create and infuse a
collaborative process that achieves that
purpose into an organisation’s DNA. That is
the aim of i-SOP.
Intelligent sales and operations planning

EXECUTIONAL

CUSTOMERS

relies just enough on tools, formulae and
check lists to make it a success. The key to its
success is, however, the collaborative approach
built into the process from the beginning. The
leadership and participants are selected and
trained for their positive, results-oriented
attitude to joint problem-solving using lateral
thinking. Open and honest communication is
guided by the instruments and tools created
especially for this purpose. Finally, a single
measure of success is used for all participants
in the process.
Let us briefly recap on the differences
between the traditional S&OP process and
the intelligent S&OP process by looking at
the table below.

The team should
share the responsibility of
maximising profit through
dynamic decision-making
to balance supply with
demand. There should be
no bigger agenda than
the end goal.

Attribute

Traditional S&OP

i-SOP

Attitude

Defensive/Offensive

Collaborative

Focus

Blame others

Team work

Orientation

Re-active

Pro-active

Communication

Stilted, stale, formulistic

Open, honest, guided but not controlled by a
toolkit

Tools

Strict process charts and checklists

Dynamic balancing toolkit

Leadership

Battle hardened corporate warriors

Pragmatic, positive, results-oriented business
people

Measure of success

Each departmental silo has its own
measure of success for the outcomes
from the S&OP process

The whole group has a single measure of success
– Profit
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These were discussed in detail in the
previous issue of this magazine. In this article
we focus on the way forward.
As Einstein pointed out, no problem
can be solved at the same level of thinking
at which it is experienced. Following key
principles (shown in figure 2) underlying
i-SOP rely on raising the level of thinking to
that required for the purpose of achieving
S&OP’s fundamental goals.
1. Start with the end in mind
The end goal of S&OP is always profit
maximisation. This should sit on top of
everyone’s mind from beginning to end
during the process. The S&OP leader should
make it a priority to make sure that this end
goal is clearly articulated and how sub-goals
in areas such as delivery performance and
inventory contribute to and support the end
goal. This step alone will go a long way to
ensure the success of this process.
2. Get the right leadership and right team
Second most important principal in creating
an i-SOP system is to get the right leadership
and team on board. This is easier said than
done. In current circumstances, demand for
good supply chain professionals far outstrips
supply. Pragmatic thought leaders in this field
are writing their own salary tickets. Finding
the right people is hard. Still harder is to
retrain current staff. However, we believe it is
possible and necessary to do both. Generally,
a few strong leaders in the team are enough
to create the momentum and critical mass
needed to develop the right culture.
3. Foster collaborative teamwork through
open, pro-active attitude
With the right team and leadership in place,
it is important to create a collaborative team
environment. The team should share the
responsibility of maximising profit through
dynamic decision-making to balance supply
with demand. There should be no bigger
agenda than the end goal. There are many
ways of achieving collaborative team work
– most of them pertaining to team-building
workshops. While in our experience some are
better than others, we will not go into these
in too much detail here because most readers
will already be familiar with these methods.

Figure 2
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No demand forecast is
perfect and no supply system
is capable of meeting all the
demand perfectly all the time.
The result we are seeking
is to work collaboratively,
in order to create an
organisation capable of
maximising profitability under
every demand and supply
condition it could possibly
encounter. As Einstein
pointed out, no problem
can be solved at the same
level of thinking at which it is
experienced.

tools. Dynamic, light, open, collaborative,
balancing tools are required to support the
above three steps. i-SOP incorporates some
of the most effective, yet easiest to use tools
that dynamically match demand and supply
in order to highlight excess and/or deficits
in the facilitation of collaborative decision
making. These tools are not resource or data
hungry, and not clunky. Most important, they
do not take over the whole process, but are
merely an aid to collaborative decision-Start
with the end in mind making.
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after significant strategic experience in
operations, supply chains and effectiveness,
we have come to a strong belief that the right
external help at the right time can save a lot of
heartache and time. Just like the way top golfers
regularly get coached by a swing coach (who
might be a much more ordinary player than
the player himself), it helps to get objective,
external view points on a periodic basis.
Most internal consultants find it hard to
make effective change as they themselves are
too entrenched in the organisation’s culture
and processes to break away from them.
The i-SOP process has been designed to
parachute a highly trained professional into
the organisation for two days every month
to collect data, process information and
make preparations for collaborative decisionmaking during the actual meeting. However,
this is not the only way to use external help.
The leader in each case is in a good position
to think and decide on what is the most
appropriate time and manner in which the
external help can best be utilised.
The above five steps, if carried out in
proper order and spirit, will go a long way to
ensure success of the sales and operations
planning process. This process is at the core
of every organisation, and needs to move
with time.
About the authors
The authors co-wrote with Dr. Wolfgang Partsch a
recent report entitled, i-SOP; an intelligent way to
design and implement Sales and Operations Planning,

4. Get the right tools
All the above steps are necessary preconditions before we can discuss the right
Supply Chain Asia July/August 2008

5. Get external help – at the right time
This advice will sound slightly self-serving
coming from external consultants. However,

which is widely regarded as a ground breaking text
on the subject.

Attend CSCMP’s Annual Global
Conference in Denver, Colorado,
from October 5-8.

Connect
Compete
Profit
Keynote Speaker: Fran Townsend

Choose from over 200 educational
sessions covering topics from global
infrastructure challenges to emerging
technologies.

Counterterrorism from 2004 to 2008,
Fran will share her insights gained
from front line crisis management and
unprecedented visibility to US leaders.

Learn how to cut supply chain costs
and improve profit, connect with
colleagues from all over the world, and
discover new and innovative ideas that
will keep your career and your supply
chain competitive.

Known for its 300 days of sunshine a
year and the serene Rocky mountain
landscape, Denver is a great location
to learn how to improve your supply
chain. And, traveling to Denver is
convenient! More than 1,400 flights
go in and out of Denver International
Airport every day.

This year’s keynote speaker, Fran
Townsend, will discuss geopolitical
issues and their impact on your
supply chain. Formerly Assistant to the
President for Homeland Security and

Register online at cscmp.org.
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country focus - UK

UK ports get strategic on
booming Asia-Europe trades
UK port developers are
expanding facilities and
aggressively promoting
themselves in Asia as
continuing high Asia-Europe
container traffic exacerbates
northern Europe port
congestion. Martin Roebuck
talks to the big operators
about their strategic initiatives

C

ontinuing high growth rates in
containerised traffic on the AsiaEurope trade lane are likely to leave
northern European ports unable to cope with
demand in coming years.
Massive construction projects are
underway, such as Rotterdam’s Maasvlakte
II development. Shipping lines are also
increasing their use of alternative routes into
Europe from the Black Sea, the Mediterranean
and north Africa. Yet leading ocean freight
forwarder Kuehne & Nagel has estimated
that the northern European ports could still
be 50% short of capacity by 2020.
Recent damage to cranes at the UK’s two
main gateways for mega-vessels from Asia,
Southampton and Felixstowe, has put the
congestion issue further under the spotlight
there. Some analysts have expressed fears
that the UK could become a feeder-only
destination, but despite an historically slow
planning approval process, port developers
have other ideas.
DP World aims to have the first phase of
its 3.5m teu London Gateway terminal, at a
former Shell refinery site on the river Thames,
in operation by 2010. And operators of
existing facilities, currently unsuitable for the
latest generation of post-Panamax vessels,
are ramping up.
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Liverpool will increase its container
capacity from 800,000 teu to nearly 1.5m teu
by the end of 2010, when owner Peel Ports
completes construction of a £100m-plus
(US$196m) riverside terminal. The port’s
current in-dock container terminal is limited
to Panamax vessels. The riverside berths will
accommodate two post-Panamax vessels of
up to 8,500 teu.
The development will put Liverpool in a
position to handle direct services from Asia,
as well as building on its dominant position
in the North Atlantic trade.
Ken Hayes, UK development manager for
Peel’s Mersey ports, is confident the major
European lines that already call in Liverpool,
such as CMA CGM, Hapag-Lloyd and MSC, will
add extra feeder traffic. But the new terminal
means a stronger proposition to the Asia
market, he says.
“We’ve been to the Far East to see the top
shipping companies, and have appointed
a consultancy in Singapore and an agent in
India. Services to and from India will certainly
be possible. The Japanese operators will still be
out of reach as they move to ships of 13,000
teu or more, but we’re lobbying all the rest.”
Exporters and freight forwarders are
supportive, Hayes says. “But a main part of our
‘sell’ is to importers, who will be paying £150

a box for local haulage from Liverpool port
compared with £500 from Felixstowe.”
Peel Ports’ parallel plan to develop
Port Salford as a multimodal facility on the
Manchester Ship Canal, upstream from the
existing Irlam terminal, will open up a 70km
all-water route from Liverpool direct into one
of the UK’s industrial heartlands, with a long
textiles heritage.
“Little manufacturing now exists in this
area, but Manchester is important in clothing
distribution and garments are still made up
there for customers such as Marks & Spencer
and Littlewoods,” Hayes says.
The UK’s biggest retailer, Tesco, is already
using the canal to reduce its dependence on
road haulage. Since last October, Seaborn
Container Line has operated a barge shuttle
three times a week, transporting Tesco wine
from Liverpool to Irlam.
From the export perspective, shipments
out of northern England mainly consist of
dense cargoes such as chemical products,
which are better suited to 20ft containers.
But Hayes points out that Liverpool makes a
convenient exit point from the UK for empty
40ft containers from the Manchester, Leeds
and Birmingham areas which need to be
returned rapidly to Asian manufacturers.
PD Ports has meanwhile appointed
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Malaysian freight forwarder Infinity as its
agent for southeast Asia. Infinity’s task is to
increase awareness of the Northern Gateway
Container Terminal (NGCT ) in Teesport
among shippers and freight forwarders in
its home market, and in key neighbouring
economies such as Singapore, Thailand and
Vietnam.
Teesport currently has a 400,000 teu
terminal and is limited to vessels of 4,000 teu.
NGCT received planning approval in February.
In the first phase, scheduled for completion in
early 2011, the port will add 600,000 teu and
accommodate ships of 10,000 to 12,000 teu.
A second phase, which already has clearance,
could add another 600,000 teu by 2013.
PD has relentlessly promoted the message
on the conference circuit that the northern
UK is under-served by container services,
increasing congestion in the southern ports
and adding unnecessary road miles.
Deviation would be just four or five hours
if a mother ship called at Teesport en route
to Bremerhaven or Hamburg. “The deviation
cost is minimal compared with hanging
around outside Felixstowe for two or three
days and then sailing six to eight hours from
the fairway buoy to reach the berth,” claims
Graham Wall, PD’s commercial director for
containers.
“We used the TOC Asia conference to get
some profile in China with lines, shippers
and retailers,” he says. “The major carriers,
such as Maersk, CMA CGM and K-Line, were
familiar with Teesport but thought we were
still selling ourselves as a feeder port for the
local market.
“ Th e y we re aw a re o f i s s u e s a t
Southampton and Felixstowe and knew they
could save on final delivery to locations such
as Doncaster. Delivery there from Felixstowe
costs US$145, which is disproportionate
compared with $1,000 for the deepsea leg
from Asia.”
There is also guaranteed demand right on
the quayside. Following supermarket group
Asda’s opening of a 35,000sq m import centre
in Teesport in early 2006, Tesco is building a
massive 110,000sq m facility, scheduled to
open in late 2009. This will hold stock of nonfood items such as electrical goods, largely
imported from the Far East, and will generate
annual traffic of 10,000 to 15,000 teu.
Wall claims “lots of interest from deepsea
lines” in NGCT on the basis of guaranteed
berthing slots if they commit feeders to the
current facility. PD is in “regular dialogue” with

❝

PD Ports has
appointed Malaysian
freight forwarder Infinity
as its agent for southeast
Asia. Infinity’s task is to
increase awareness of
the Northern Gateway
Container Terminal
(NGCT) in Teesport
among shippers and
freight forwarders in its
home market, and in key
neighbouring economies
such as Singapore,
Thailand and Vietnam.

❞

carriers such as Yang Ming, Hyundai, Cosco
and Evergreen, but he believes European
lines will be the first takers.
Teesport is already equipped to deal with
the sizes of ships currently serving the Middle
East and India trades, and mainly calling in
the UK at Tilbury or Liverpool.
“Representation in India is now being
discussed and by the end of this year we will
have agents in place in China, India and the
Middle East,” Wall says. “In the first instance
they are raising awareness, not selling slots
into Teesport.”
It is not all about the vessel operators.
Shippers are quite prepared to tell forwarders
what they want, and forwarders in turn have
influence over the lines. Wall, like Hayes,
recognises the “pull” factor from UK retailers.
Marks & Spencer, Next and QVC are among
those “looking at what they’ve got”, he says.
Bristol Port Company is finalising its
planning submission for a 1.5m teu container
terminal. “We’re confident it won’t need
a planning inquiry, so we could get the
necessary permissions by the second or
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third quarter of 2009,” says James Stangroom,
business development manager.
The port plans to dredge the approach
channel to 16 metres and build three berths
on 1.2km of new quay. This would take four
years to build and Stangroom says detailed
development plans are being discussed
with potential partners, including lines and
port groups.
Bristol’s existing container terminals
handle only intra-Europe services, a weekly
MSC feeder from Antwerp and fortnightly
calls from South African ports by SAECS
partners Maersk, MOL, Deutsche Afrika-Line
and Safmarine.
Stangroom claims Bristol is the closest
port to the large UK Midlands market, and
the diversion lines have to make around
south-west England is offset by lower inland
transport costs.
“We’re keeping lines in the picture, and
their customers, a lot of whom we know,
would follow. But it’s partner-dependent,”
Stangroom says.
A core part of Great Yarmouth’s Eastport
development on the east coast of England is
a 250,000 teu container terminal which the
port is co-developing with PSA. Jean-Jacques
Moyson, sales and marketing director for PSA
(UK) East Terminal, says the facility will handle
vessels of a maximum 2,000 teu.
“The fastest growth is in vessels of 7,000 to
10,000 teu, but congested deepsea ports are
in no position to expand, so the UK must look
at transhipment from Europe,” Moyson says.
“The capacities of all these [smaller]
ports will be needed. Eastport will be open
in June 2009 – concept to reality in two
years, compared with eight to 12 years for a
deepsea facility.
“It will link to a congestion-free landside
operation, and we’re in the final stages of
making people aware,” he adds. “We’re talking
to the DHLs, Kuehne & Nagels, DC operators
and truckers about it, as well as deepsea and
feeder lines and NVOCCs.”

Asia/Europe trade and future estimates, in millions of teu
Year

Westbound

Growth

2005
2006
2007
2008e
2009e
2010e

11.54		
13.14
13.9%
15.23
15.9%
16.86
10.7%
18.16
7.7%
19.46
7.2%

Eastbound

Growth

4.29
4.69
5.28
5.79
6.21
6.63

9.5%
12.6%
9.5%
7.2%
6.8%

Source: Containerisation International
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rising tide lifts all ships. Such is the
case throughout Asia, where booming
growth has or soon will benefit most
every industry, domestic and international.
Consumer goods manufacturing is a particularly
good example—not just because of its strong
growth, but because it intertwines with so many
other segments. Retailers sell consumer goods.
Industrial products manufacturers often provide
materials or components for consumer goods
manufacturers. Industries like pharmaceutical
and chemicals develop consumer goods, while
resources and forest products companies often
provide packaging materials.
The consumer packaged goods growth story
Asia’s three fastest-growing markets—China,
India and Vietnam—anticipate annual
consumer packaged goods industry growth
rates of nearly 9%. China’s consumer packaged
goods market (currently worth $470bn) is
set to grow at 9% from 2006 to 2010, while
India’s consumer packaged goods market
(valued at $140bn as of 2006) will grow at 6%
over the same period. Meanwhile, Vietnam’s
consumer packaged goods market ($7.2bn
in 2006) is expected to increase by 16%.1 The
packaged food segment presently dominates
these markets, with an average 47% share of
category. Most noteworthy is China, where
local packaged food companies increased
their market share from 14% in 2001 to 26%
in 2005. But across all three countries, the
fastest growth is expected in apparel, with an
anticipated five-year increase of almost 20%.2
Accenture research has determined that
the ongoing battle for consumer goods
manufacturing primacy will be fought on three
main fronts: 1) winning talent, 2) managing the

A

The Asian consumer
goods industry:

supply chain
bellwether
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The consumer goods industry is
considered an excellent indicator
of future trends for all manner of
companies across Asia. Jeffrey
Russell, managing partner,
Supply Chain Asia Pacific with
Accenture, looks at consumer
goods manufacturing and
channels to market trends and
imperatives in Asia, and outlines
the supply chain responses that
frequently define their impact
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flow of capital and 3) controlling/optimising
resources. Domestic and multinational
companies must excel in these areas if they
expect to out-duel each other without
compromising profitability.
1. Winning Talent
China, India and Vietnam all have large talent
pools. The former two, in fact, account for
more than 60% of the total global workforce.3
Although most multinationals are boosting
their global operations, they often fail to
develop the local talent needed to operate
effectively on a global scale. Relying primarily
on imported (home office) talent has become
infeasible and politically disadvantageous. A
survey of companies in China showed that
many joint ventures fail due to inadequate
transfer of control or development to local
managers.4
Escalating wages and rising attrition levels
further complicate the talent task. Numerous
multinational and local consumer packaged
goods companies—especially in India
and China—are finding it tough to attract
people with the right skills. A key reason
is strong demand in other growth sectors,
such as IT and transportation. Vietnam in
particular lacks local managerial expertise,
but the government is now investing more
in education and training.
How to Respond
Multinational and local consumer packaged
g o o d s co m p a n i e s — e s p e c i a l l y n e w
entrants—must invest in managerial talent.
This implies more than finding and training.
It also means:
• Empowering local talent: investing in
predominantly local management
• Understanding the culture: developing real
insight into the relationship between local
market behaviours and local customs and
traditions
• Dealing effectively with rising wages:
formulating strategies for responding
to wage inflation: strategies range
from new economic models to creative
thinking about benefits, incentives
and the economic value of employee
empowerment
2. Managing the flow of capital
Increased liberalisation of governments
has led to a sharp rise in foreign direct
investment. This increase has spurred a
rise in cross-border acquisitions in China

and India. In Vietnam, most investments
by multinationals (particularly Taiwanese
companies) are green-field ventures.
A d m i s s i o n t o t h e Wo r l d Tr a d e
Organisation (India, 1995; China, 2001;
Vietnam, 2007) was a watershed. In each
country, WTO membership spawned a steady
decline in trade barriers and thus opened
these markets to foreign imports.
The number of MNCs in Vietnam (where
the consumer goods sector has been
traditionally dominated by local firms) is
now increasing rapidly. India, on the other
hand, has increased its global investments,
with the consumer packaged goods sector
witnessing particularly big-ticket acquisitions
in the beverages space.
How to Respond
Multinational and local companies have
numerous options—joint ventures, mergers
and acquisitions, green-field investments—
for addressing Asia Pacific consumer
goods markets. Domestic companies are
at somewhat of a disadvantage because
of falling import tariff barriers and fewer
scale opportunities. But it’s essential that all
prospective entrants understand the ins and
outs of each expansion model, and that they
fully explore the potential and drawbacks
of partnering with other companies. Joint
ventures have traditionally been the most
popular partnership option. However,
success rates are underwhelming. Results
of a survey on Chinese companies that used
joint ventures show that 56% did not meet
profit targets.5
3. Controlling/optimising resources
China and India are dealing with burgeoning
markets but shrinking domestic resources.
Shortages, of course, are trouble enough.
But much of the problem is that shortages
also spur inflation. Oil prices, for example,
have increased up to 70%. The result is
higher costs for raw materials, transportation,
packaging and the cost of energy to run
plants. Particularly stark price increases in
Asia Pacific include:
• Food oils up 35%
• Metal up 56%
• Glass (a cornerstone of beverage
manufacturing) up 35% in India alone
• Palm oil and petroleum oil (key raw
materials in soaps and detergents)
up 55%, resulting in production cost
increases of up to 4%
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The overall impact of these shifts
will depend on the degree of monetary
tightening, the extent to which expenses
are balanced against wages, and how
successfully producers find new strategies
for maintaining profit margins. Governments
also play a part: China and India are looking
more closely at overseas exploration and
alternative fuels.
How to Respond
Efficiency is key. Companies of all shapes
and sizes must focus their R&D efforts on
improving production economy with better
consumption ratios and yields to buffer
high raw-material costs. As noted above,
finding low-cost resources and alternate
raw materials is equally vital. No one expects
the price of carbon-based fuels to fall any
time soon.
Supply chain implications
Talent, capital and resources are just
three of the challenges faced by Asian
and Asia-focused consumer packaged
goods companies, and each challenge
has a direct impact on the supply chain.
China, India and Vietnam are no exception.
Fragmented vendor bases make their raw
material supplies inconsistent. Sporadic
price controls, government protections, and
limited availability and sophistication of
third parties complicate procurement and
sourcing. Widespread cultural differences
and highly segmented markets make
planning and forecasting less precise. Higher
distribution costs result from the multi-tiered
distribution structures needed to serve Asia’s
vast geographic spread.
Despite these distribution and logistical
challenges, Asia will remain attractive as a
consumer goods manufacturing, sourcing
and market venue. In China, multinational
third-party logistics companies are expanding
their reach. India is witnessing an increase in
contract manufacturing. And following its WTO
admission, Vietnam is emerging as an important
manufacturing and sourcing hub.
To tip the scales, Asia-focused consumer
goods companies must excel at building
stronger relationships with suppliers and
distributors. In fact, this applies to any savvy
company focused on Asia, regardless of their
industry. The need for stronger relationships
with local suppliers and distributors is
especially crucial in China. Accenture research
focused specifically on China has shown
July/August 2008 Supply Chain Asia
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Key Capabilities

Consumer-Driven
Strategy

Demand Management

Workforce
Transformation

Capabilities for
Companies in China

Capabilities for
Companies in India

Capabilities for
Companies in Vietnam

• Do the right deal with the right local
• Increase spend on R&D and product
and/or international partner
innovations focused on evolving
• Evaluate the merits and shortcomings of
consumer needs
entry options
• Invest in branding and advertising to
drive category growth

• Evolve strategies to deal with varied
consumer markets
• Partner with local enterprises to drive
expansion

• Create focused service models for
• Build relationships across the supply
chain
different retail formats and channels
• Create different strategies for competing • Create exceptionally high-performance
in urban and rural markets
benchmarks for key accounts
• Thoroughly understand different
• Develop point of sale solutions to
improve distributor effectiveness,
provincial laws
manage channel inventories and raise
• Leverage low-cost country sourcing and
align supply chain strategy accordingly
revenues

• Gain support of local authorities to build
distributor and supplier linkages
• Explore potential for low-cost sourcing
of raw materials and finished goods
• Improve back-end functions
• Focus on both fast-growing modern
trade stores and the general trade
• Evolve strategies for providing optimal
service to large retailers

• Focus on greater local control
• Invest in local talent for long-term
growth
• Understand cultural nuances of the
China workforce

• Invest early and heavily in local talent
development
• Ensure adequate transition time for
building local managerial control

• Invest in talent management
• Concentrate on increased autonomy
of professionals (especially in familyowned firms)

Consumer goods companies may be able to operate more efficiently and create less-assailable competitive advantanges by thinking in terms of three
distinctive capabilities

that Chinese high performers leverage
relationships with governments, industry
associations, international companies
and even competitors to compete more
effectively in local markets.
As noted above, expansive, multi-tiered
distribution is common in Asia—and for the
most part necessary. However, consumer
goods manufacturers may be able to leverage
these complex networks more effectively
by focusing more of their capabilities at a
regional level. For example, regional supply
chain centres that look to integrate within
and across such markets as China, India and
Vietnam can be responsible for:
• Strategic sourcing and regional
procurement of strategic commodities
• Consolidation of country demand
forecasts into a regional demand plan
• Regional sales, operations and inventory
planning
• Supply and shipment plans for each
manufacturing site and contract
manufacturer to satisfy country
requirements
• Standardising supply chain practices,
processes, systems and compliance
across the region
• Supply chain analytics, such as cost-to-serve
• Coordinating and sharing leading practices,
performance reporting, skills development
and career paths in supply chain
A regional supply chain management
centre could also be key to responding rapidly
Supply Chain Asia July/August 2008

and constructively to differing tax laws in
India or varying provincial laws in China. Such
centres also can help address route-to-market
and cost-to-serve challenges, as well as social
responsibility programmes that otherwise
might not receive supply chain input.
Lastly, consumer goods companies may
be able to operate more efficiently and create
less-assailable competitive advantages by
thinking in terms of distinctive capabilities. As
shown in the table, three examples are:
1. Become exceptionally consumer driven. This
implies an aligned and adaptive operating
model capable of rapidly responding
to, and taking advantage of, evolving
sources of value creation. In the Indian
alcoholic beverages market, United Spirits
acquired Shaw Wallace and went through
a seamless post-merger integration
process. In a short time, revenue rose 50%
and the third-largest alcoholic beverages
company in the world was created.
2. Insist on demand-management excellence.
In the face of a large, differentiated
customer base, emerging retail formats
and the rising power of retailers, consumer
goods companies must build customercentric organisations that segment
customers and ensure optimal service
levels to each segment. Unilever in India
has a three-tier channel strategy for
making this happen. The bulk of its market
is mass retailers and wholesalers. But it
complements these with an accountmanagement strategy focused on large

and profitable customers. Innovation
efforts are directed at the top and bottom
of this “channel triangle.”
3. Transform the workforce. In the face
of rising recruitment and retention
challenges, talent management and
leadership development become critical.
As a result, Asia-focused companies need
aligned and specialised networks of
skills, where cultural understanding and
empowerment are paramount.
Multinational corporations looking to
spearhead their drive for high performance
in China and Vietnam can learn from the
more successful local and MNC companies
in those markets, regardless of their industry.
In India, MNCs have traditionally been
high performers, and local firms need to
build expertise to compete effectively.
Although most of the examples and profiles
we’ve discussed pertain largely to the
consumer goods industry, any company
that is operating in or has their eye on Asia
should take note of these challenges and
the extent to which the right responses
engender high performance.

Euromonitor
ibid.
Accenture Multi-Polar World Research, 2006
Multinational Business Review, “Challenge for
successful joint venture management in China:
Lessons from a failed joint venture,” May 2004
5 ibid.
1
2
3
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Cargo crimes in the US alone are believed to
cost companies some US$25bn per year, more
than all the bank robberies, burglaries and
identity theft in the country combined. Supply
chain security consultant Andrew Styles looks
at strategies for stopping the losses in your
supply chain

Effective operational strategy to
improve Supply Chain Security

L

ost anything recently? I’m not talking about your car keys or your
mobile phone, or that sock the hotel in Mumbai never returned
with the rest of your laundry. I’m talking about that item that you
promised the customer; the one that was hurriedly boxed up, handed
to the transport or logistics service provider (TSP/LSP). You breathed a
sigh of relief that it was on its way, only to be advised a few days later
that the item never arrived.
It could have been 20 boxes of anti-dandruff shampoo, dozens
of the latest sports shoe, a US$100,000 server or even the latest
Caterpillar bulldozer.
Initially, the TSP/LSP advised that it had probably been ‘missshipped’ and was sitting in a warehouse in Taiwan, but you could
sense some anxiety. Two days later the TSP/LSP came back and told
you they couldn’t find it; that it was ‘lost in transit.’ Generally, it’s only
after a friend contacts you from a rival company to say that he saw
your product for sale on eBay (or something similar) that you realise
it was actually stolen, down now to ‘theft in transit.‘
How prevalent are cargo crimes?
This scenario happens thousands of times every day and your
company will probably cover most of the cost for the loss. Goods in
transit are under some risk. Cargo crimes cost the US more money than
all bank robberies, burglaries and identity theft combined, according
to representative Cliff Stearns, the US republican who championed
cargo security. In 2006, the value of goods lost through cargo theft in
the US alone was estimated at $25bn. It’s also believed that something
in the order of 60% of cargo theft goes unreported.
The cost of losses
Have you had a few things go missing over the past year? What’s
the actual cost of theft in your supply chain? Supply chain security
professionals usually work on a conservative industry accepted
multiplier of 1:4 – for every $1 stolen, the cost to you is approximately $4.
Some companies who have analysed their losses have found the
multiplier is more like 1:10.
The multiplier is determined based on analysis which takes into
account direct and indirect costs, including the following:
Supply Chain Asia July/August 2008

•
•
•
•
•
•

Cost of item lost
Original forwarding costs
Purchasing of additional raw materials
Re-manufacturing costs
Re-forwarding costs
Administration costs

The multiplier doesn’t take into account the intangible impact of
losses such as the loss of goodwill with your customer. So based on
the conservative multiplier of 1:4, how much are your losses really
costing you?
Assumption – all losses are avoidable!
Let’s assume all losses are avoidable. If we don’t start from that
standpoint, then we’re already conceding ground to the organised
crime gangs and petty thieves who want to procure your product. I
understand that you don’t necessarily agree with me because once
you hand the product over to the TSP/LSP, you feel you lose control
over that item. That’s true, but let’s consider a number of strategies
that bring control back to your side.
Loss incident database
Having detailed data on supply chain losses (including damage
incidents) will be a good start to stopping the losses to your company.
I’m not talking about lots of people in your organisation having their
own spreadsheets, which is so often the case. I’m talking about having
‘The (insert your company’s name here) Loss/Damage Database’. Only
one. A database that your staff can enter information into (or forward
the information to someone designated to enter the information).
To be effective, ensure your database contains at least the fields
listed in the table on the following page.
If you have the resources, enter all previous loss/damage data into
the database and ensure all future data is added in a detailed manner.
Since you’ll need to get some data from the TSP/LSP, develop a simple
one page template and ask the TSP/LSP to complete it each time they
lose/damage your product.

S U P P LY C H A I N S E C U R I T Y
…MANAGING THE RISK
We assess your security performance.
We certify your supply chain security
management systems.
We can train your security
management personnel.
Working with government and
industry, we are leading the way
in global supply chain security
management systems.

4!0!
&32 &REIGHT 3ECURITY 2EQUIREMENTS
CERTIüCATION
)3/ 
Security management system
certification for the entire supply
chain from resource to receiver.
)3/)%# 
Information security
management certification.

For more information please contact:
Lloyds Register Quality Assurance
Security Management Systems, Asia
4. +852 2287 9333
%: 28000.asia@lrqa.com
Lloyd’s Register Quality Assurance is a member of the Lloyd’s Register Group

48

Supply Chain - security

SCS strategy development
Once your database starts giving you enough good loss/damage
information, you’ll be able to make logical decisions on supply chain
General logistics

Security specific

Date item(s) sent
TSP/LSP name
BOL, HAWB, Connote, shipper number
Origin from where item(s) sent

Date of loss (if known)
Time of loss (if known)
Location of loss
Type of loss (theft in transit, hijacking,
concealed theft, etc)
Value of loss

Intended destination
Expected date of arrival
Expected date of delivery
Mode of transport
Product model number(s)
Product serial number(s)
Subcontracted TSP/LSP
Value of shipment

security which will allow you to focus your precious resources and
develop programmes and processes that should result in a reduction
or elimination in supply chain losses.
You may find, for example, that on certain lanes or with certain
TSP/LSPs, losses are higher. You may consider implementing strategies
on those lanes. Strategies might include changing the way you box or
palletise your product, installing some cheap cctv in your warehouse,
or even changing the TSP/LSP that you use. Putting these changes
in place may be enough to stop the losses, but you might consider
making the programmes part of a total company SCS programme.
The company SCS programme would set goals for losses, outline
objectives. You can download a simple SCS strategy template at www.
supplychainsecuritymanagement.com.
SCS assessment
Assessing your supply chain in terms of security risk is integral to
determining points and it’s not that difficult! Using a SCS audit tool
will allow you to score your company’s SCS competency and it also
allows you to compare what you’re doing against what’s considered
best practice. You don’t have a SCS audit tool? You can download one
for free at www.supplychainsecuritymanagement.com.
The way many of these tools work is you score as follows:
0 = don’t have anything 1 = have something 2 = have everything
For example, a question might be:
“Do you have colour cctv (security cameras) on the front entrance of your
warehouse?” Depending on your facility, your response might be…
0 = don’t have cctv 1 = have black and white cameras 2 = have
colour cctv
You can do the audit yourself or you can engage a SCS professional to
audit your facility. If you have the resources, get in an external party.
Working in security consulting, I am always surprised at how more
leniently companies tend to audit themselves on SCS.
Industry programmes certification
If you’re serious about improving your SCS, or if your customers are
looking for verification of the effectiveness of your SCS programme,
you might consider getting certification of your company site(s)
through one of a number of programmes.
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There are some great benefits to getting certified through such
programmes. Apart from the really cool certificate they give you to
hang on the office wall, it allows your company to focus your staff on
SCS. It’s also another great selling point your sales team can use to
attract customers.
Of course, the fundamental reason for being certified is that your
supply chain will become a lot more secure. In my experience, companies
that get certified through these programmes experience a significant
decrease in the number and value of theft incidents, which makes the
company more profitable and makes the customers happier.
Here are some programmes you might like to consider: TAPA –
Transporters’ Asset Protection Association http://www.tapa-asia.org: this is a
great programme actively supported by a large number of companies
responsible for all stages of the supply chain. ISO28000 http://www.
iso.org: although released late last year, there is considerable interest
developing in this ISO standard since compliance assists greatly with
compliance of TAPA and government customs SCS programs like
C-TPAT of the US and AEO of the EU.  The programmes is quite broad. In
the Asia Pacific region, you can get information on ISO28000 through
Danny Tan at Lloyds Register (Danny.Tan@lr.org)
Certification through government programmes
Apart from Industry SCS certification programmes, there are a number
of excellent voluntary government SCS programmes available (also
called AEOs). These programmes are based on the principle that
companies that demonstrate compliance with recognised security
standards, and that have undergone validation, deserve secure trader
recognition status which brings with it eligibility for a number of trade
facilitation programmes.
The Singapore Customs ‘Secure Trade Partnership’ SCS programme
is an example of an increasing number of government-sponsored
voluntary supply chain security programmes for companies engaged
in international business. Singapore Customs implemented the
STP programme in 2007. Apart from getting certified by Singapore
Customs, mutual recognition of your company’s certification by the
customs services of other countries (including Australia and the
US) means your product is less likely to get held up during customs
clearance in the respective destination country.
Several countries offer supply chain security programmes,
including:
• Australia
• New Zealand
• Japan
• Malaysia
• The Philippines (currently in development)
Logistics service agreements
Are you giving a lot of work to one logistics service provider? Have
you been shocked at only getting $200 reimbursement on the theft of
that $5000 shipment?  Rather than accepting the TSP/LSP’s standard
commercial terms, why not enter into a logistics service agreement (LSA)
with them.
An LSA will let you get more control over the logistics process. With
an LSA, you can negotiate with the TSP/LSP on the following:
• logistics service rate
• the security standards you expect your TSP/LSP to provide. You
can specify in the agreement that the TSP/LSP comply with certain
security requirements or you can request that they be certified
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through an internationally recognised
programme (such as TAPA or ISO28000)
• additional requirements – for example,
mode of transport and route to be used
• what the reimbursement rate will be if they
lose your product.  Rather than $200, you
can negotiate a better reimbursement rate
Investigations
You’ve worked so hard to get your SCS up
to a great standard. You haven’t had a loss in
ten months. Then, your TSP/LSP advises that
because of a typhoon, a flight scheduled to
land in Taipei was rerouted to Manila and your
entire $20,000 cargo has gone missing.
You have a number of options. You can
let the TSP/LSP undertake an investigation. In
many cases, this will not be very thorough for a
number of reasons (lack of resources, too many
other losses with other customers, etc). Even
if they find something, they may not tell you
anyway since your TSP/LSP contract may pay
out less for ‘lost in transit’ than ‘theft in transit.’
Another option is for you to get your local

team or engage a security specialist to go to
the location and undertake an investigation.
This may be a very worthwhile thing to do on a
number of levels. Apart from the fact that you’re
more likely to find out what happened and
recover the product, you will also find areas of
your supply chain where you have weakness –
you can then develop or improve processes and
programmes that will plug the loss holes.
Undertaking investigations also sends
a message to the TSP/LSP staff, airline staff,
airport workers and other people who may
have been involved in the theft of the product
that you will follow up on losses. Next time,
they may be less likely to thieve your product

#

Component

1

Do you have a company loss/damage incident database?

Have ( )
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Don’t have ( )

Is every loss and damage recorded in the database?
Is all loss data entered into the database?
Does the database data get analysed regularly?
Is analysis from the database used to develop programmes to stop SC losses?
2

Do you have a company supply chain security strategy?

3

Is supply chain security a component of your company security strategy?

4

Do you use a supply chain security audit tool to audit your sites?
Do you audit all your company sites annually?

5

Do you always investigate supply chain losses >$5000?
Do you use a company template to investigate SC losses?
Do you develop and implement actions derived from these investigations?

6

Are all of your sites certified through an industry programme (such as TAPA or
ISO28000)?

7

Is your company certified through a government programme (Singapore Customs
Secure Trade Partnership)?

8

Do you have a logistics service agreement (LSA) with your TSP/LSP(s)?
Does your LSA include TSP/LSP security requirements?
Does your LSA include liability specifications?
Does your LSA include reimbursement requirements?
Does your LSA include a requirement of the TSP/LSP to provide a copy of their
business continuity plan?

9

Do you have a written business continuity plan (BCP) to deal with events that could
affect your company?
Do you require all your service providers to provide your company with a copy of
their BCP?

if they know you’re going to come back down
and sniff around.
For all investigations, use a template
to fill in the details. Don’t start making any
conclusions about the loss until you have
all the facts.
Conclusion
So far we have considered a number of
strategies for stopping the losses in your
supply chain. There are many others which may
warrant a follow up article in another issue. In
the meantime, consider how secure is your
company’s supply chain? Why not take the twominute quiz above to get an idea.     

Andrew Styles is a supply chain security consultant
who has been helping companies secure their
supply chains for many years. Andrew was
previously the Hewlett Packard (HP) Asia Pacific
logistics security, claims and business continuity
manager where he was involved in the certification
of the company through C-TPAT. At the request of
the Singapore Economic Development Board,
Andrew was also involved in the development
of the Singapore SCS programme (called Secure
Trade Partnership (STP)). Andrew resides in
Singapore and can be contacted at: andrew.
styles@supplychainsecuritymanagement.com.
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country focus - thailand

in the south of the country and other parts
of northern Europe become increasingly
congested.
The government of Thailand expects the
economy to grow at 5.6% this year, up from
4.8% last year, resulting primarily from higher
domestic consumption and investment
in large infrastructure projects. But the
rising price of oil, the economic slowdown
in the US and the weakened US dollar are
bringing uncertainty and challenges to the
economy. “The cost of living at the moment
is too high, and we are trying to raise per
capita incomes with various stimuli. Some
35% of our exports currently go to the US,
so the stronger baht, together with other
factors, is resulting in slower growth in
exports,” said Viroon. Exports of goods and
services are still growing, but are projected
to grow at a slower rate over the full year
when compared with last year. Exports of
computers and computer components,
electronic circuits, jewellery and rubber
products to the US, Japan and the EU are
currently ‘sluggish’, he added.

equipment for manufacturing facilities. “We
are using the opportunity of the stronger
baht to expand our plant and manufacturing
capacity and are buying lots of machinery
and components from overseas at the
moment,” said Viroon.
The country’s Manufacturing Production
Index (MPI) managed to grow moderately
over the first quarter, due in part to the
ongoing diversification of Thai exports to
other Asian markets and emerging markets
elsewhere. The automotive and automotive
components sector, one of Thailand’s
biggest export sectors, has continued to
expand, albeit at a slower pace than last
year. The growth is being attributed to a
reduction in excise duties on cars with E20
class engines, and expanding exports to
Central and South America, the Middle East
and South Africa.
Adding value in agri-business is a major
area of focus for the country, according to
Viroon. Thailand is a huge producer of food
for export, but much is still exported in basic
form, something the government is trying to
change with policies aimed at production of
more retail-ready foods.
Achieving this, and getting more value out
of the country’s agricultural produce generally,
depends in large part on development
of the food supply chain network in the
country which is considered by many to
be very inefficient. At a recent discussion at
Bangkok’s Thammasat University, Paichayon
Uathaveekul, chairman of Swift Co, a pioneer
in sustainable agricultural practices in
Thailand whose work has been case studied
by the UN, said the enormous number of
middlemen involved in the supply chain after
produce leaves farms in the country is a major
problem. In the case of food for domestic
consumption, up to nine middlemen can be
involved from farm to consumer, Paichayon
said. Lack of adequate post-harvest handling
and packaging means up to 50% of produce
is spoiled, he added.

Rising trade deficit

Better logistics facilities

The value of imports, meanwhile, has been
rising. Central Bank data released at the
end of May showed April imports jumped
41.5% from a year earlier to a record $15.4bn,
resulting in a $1.77bn trade deficit, the
largest since May 1996. The rise in the value
of imports is due primarily to soaring costs
in imports of oil, but the stronger baht is also
resulting in growth in purchases of capital

Several major transport infrastructure
initiatives currently underway in the country
will greatly assist in improving efficiency in
the movement of farm produce and goods,
Viroon said, as well as create better links with
overseas markets.
The country’s rail system, which has
hitherto received less attention than
other transport modes and accounts for

Thailand looks to
supply chains to meet
economic challenges
Thailand is hoping better transport infrastructure links within
the country and with neighbours will boost its competitiveness,
particularly in manufacturing and agri-business. Deputy commerce
minister Viroon Tejapaibul spoke with Turloch Mooney about the
economic challenges the country is facing and the supply chainrelated initiatives underway to help deal with them

T

here is increasing focus on supply chain
and logistics within Thai government
circles as the country looks to increase
manufacturing competitiveness in the face
of rising oil prices and the weakening US
dollar. Several major transport infrastructure
initiatives aimed at improving the efficiency
of goods movement on national and
international levels are underway, as well
as a study into how to better link key supply
chain players in the country in a paperless
trading environment, according to deputy
minister of commerce, Viroon Tejapaibul.
“The rising price of oil is resulting in
more stress on the importance of supply
chain and logistics systems in Thailand. Like
every country, [the oil price] is a challenge
for us, and better logistics systems, with
more efficient goods delivery, can help us
address it.”
There are no plans, however, to set
up a dedicated administration body to
better integrate the various government
departments and private sector interests
involved in the development of supply chain
and logistics efficiency in the country, the
deputy minister said.
Viroon was speaking on the sidelines
of a British Chamber of Commerce event in
Bangkok organised to promote the northern
British port of PD Teesport to the shipping
and logistics community in Thailand. Twoway trade between Britain and Thailand is
worth around US$75bn annually, and the
British port is looking to handle more Asian
container cargo over its docks while ports
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Thailand’s logistics performance compared with main trading partners and India
Country

LPI

Singapore
Japan
United States
Malaysia
China
Thailand
India

4.19
4.02
3.84
3.48
3.32
3.31
3.07

Customs Infrastructure
3.90
3.79
3.52
3.36
2.99
3.03
2.69

International
shipments

Logistics
competence

Tracking
& tracing

4.04
3.77
3.58
3.36
3.31
3.24
3.08

4.21
4.12
3.85
3.40
3.40
3.31
3.27

4.25
4.08
4.01
3.51
3.37
3.25
3.03

4.27
4.11
4.07
3.33
3.20
3.16
2.90

Domestic
logistics Timeliness
costs
2.70
2.02
2.20
3.13
2.97
3.21
3.08

4.53
4.34
4.11
3.95
3.68
3.91
3.47

Source: World Bank LPI 2007

Thailand supply chain indicators
just a fraction of cargo movement in the
country, is currently undergoing some major
development. “Development in rail transport
in terms of increasing load capacity for
both passengers and cargo, and extending
coverage of the system and linking it better
to the road and other transport networks
will be tremendously beneficial to transport
and logistics in the country,” said Viroon.
A double-tracking project is currently
underway in the central region of the country,
with plans to extend it northwards, and
eventually eastwards to link with the main
port of Laem Chabang. The infrastructure for
regular international rail services between
Chiang Mai in the north and Kunming in
southeastern China is also being developed,
as well as infrastructure for routes into Laos
and Vietnam.
In the maritime sector, the country is
looking at developing a seaport at Satoon
on the Andaman Sea which will allow for
sailing times to the Straits of Malacca of
seven to ten days and will chiefly serve
growing trade with countries to the west
of Thailand.
On the eastern seaboard, Thailand’s main
seaport of Laem Chabang has completed
its Phase 2 development which focused on
improving facilities and increasing capacity
for automotive exports. A third phase of
development, set for completion by 2015, is
now underway.
“ The new phase at Suvarnabhum
[International Airport] is also underway and
will help in the development of Thailand as a
regional air hub,” said Viroon. The government
is looking at adjusting regulation to better
facilitate the development of the airport Free
Zone following complaints about how land
is allocated within the Zone, and over high
fees for entry of personnel and warehouse
operations, he added.

Item

2000

2002

2003

2004

2005

2006

EXTERNAL TRADE Bn Baht; calendar year
Exports, fob
Imports, cif
Trade balance

2773.8
2494.1
279.7

2923.9
2774.8
149.1

3325.6
3138.8
186.9

3874.8
3801.2
73.7

4439.3
4754.6
-315.3

4946.5
4871.6
74.8

External Trade annual change, %
Exports
Imports
Trade balance

25.2
30.8
-9.1

1.4
0.8
12.7

13.7
13.1
25.3

16.5
21.1
-60.6

14.6
25.1
-528.1

11.4
2.5
123.7

Exports, by SITC section
Food and live animals
Beverage and tobacco
Crude materials excluding fuels
Mineral fuels, etc.
Animal, vegetable oil, and fats
Chemicals
Basic manufactures
Machines, transport equipment
Miscellaneous manufactured goods
Unclassified goods
Re-exports

392.2
6.9
102.9
75.8
2.9
159.4
426.1
1213.1
313.9
76.9
3.7

414.1
7.5
127.3
77.9
4.1
178.8
349.3
1228.6
434.3
95.8
6.2

452.8
8.3
173.6
88.0
6.5
217.7
388.3
1450.6
445.1
89.2
5.5

480.1
9.2
209.5
136.7
8.5
278.2
475.1
1717.4
488.7
64.9
6.5

495.6
10.2
226.1
192.0
6.5
358.3
546.4
1990.9
537.1
68.4
7.7

535.2
11.2
290.0
246.2
7.5
395.7
622.0
2208.7
544.1
78.8
...

Exports, by principal commodity
1. Computer and parts
2. Vehicle parts and accessories
3. Electrical appliancesu
4. Integrated circuits and parts
5. Plastic products

338.6
101.3
211.3
179.3
110.4

311.8
128.8
242.5
141.7
119.4

332.8
171.0
267.2
191.5
143.0

357.5
232.5
338.9
196.4
183.9

460.6
328.3
353.3
238.5
242.1

551.3
382.1
371.2
267.6
247.5

Imports, by SITC section
Food and live animals
Beverage and tobacco
Crude materials excluding fuels
Mineral fuels, etc.
Animal, vegetable oil, and fats
Chemicals
Basic manufactures
Machines, transport equipment
Miscellaneous manufactured goods
Unclassified goodsv

73.6
9.2
121.0
275.0
1.9
283.2
455.8
1149.0
67.7
57.7

110.6
9.5
111.0
321.0
2.5
310.5
440.2
1222.9
157.8
88.8

120.6
9.8
127.1
373.8
3.2
351.7
513.6
1362.1
183.6
93.2

132.0
11.1
151.7
531.7
4.7
427.5
665.3
1544.3
204.2
128.7

152.6
11.8
161.5
842.7
4.0
484.0
801.3
1806.2
277.2
213.3

156.6
11.9
144.9
970.4
3.7
500.5
819.3
1770.3
302.2
191.7

Direction of Trade Mn US dollars; calendar year
Exports, total
1. United States
2. Japan
3. China, People’s Republic of
4. Singapore
5. Hong Kong, China
6. Malaysia
7. Indonesia
8. United Kingdom
9. Australia
10. Netherlands

68963
14706
10164
2806
5997
3474
2813
1338
2357
1615
2245

68850
13522
10001
3553
5554
3699
2835
1678
2391
1640
1890

80318
13669
11395
5707
5873
4331
3887
2274
2587
2167
2373

96242
15498
13459
7099
7009
4925
5296
3208
3023
2460
2589

110174
16950
14986
9105
7643
6123
5781
3953
2785
3151
2755

130783
19674
16571
11806
8421
7219
6667
3337
3429
4384
3266

Imports, total
1. Japan
2. China, People’s Republic of
3. United States
4. Malaysia
5. Singapore
6. United Arab Emirates
7. Korea, Republic of
8. Germany
9. Saudi Arabia
10. Indonesia

61924
15315
3377
7291
3344
3416
1766
2165
1947
1159
1299

64721
14902
4928
6197
3640
2904
1428
2527
2482
1225
1559

75824
18267
6067
7185
4540
3270
2039
2919
2533
1716
1771

94410
22380
8183
7271
5549
4153
3711
3588
2841
2324
2323

118158
26029
11155
8724
8093
5377
5699
3884
3203
4044
3134

128634
25845
13641
8673
8470
5732
7216
5071
3282
4260
3462

u

Refers to integrated circuits and parts   

v

Includes gold

Source: ADB 2007
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infrastructure update
people

Global skills shortage
hits India
I
f organisations are going to win the war
on talent they must be prepared to invest
in employee development, look to groom
future talent internally and position themselves
to attract and retain top performers.
With unprecedented manufacturing
growth and a booming domestic economy,
fuelled in part by a rapidly growing number
of middle class consumers, the global talent
shortage is now being seen in India, the
world’s second most populated country.
India’s GDP grew at a rate of 9.4% in fiscal

Supply Chain Asia July/August 2008

Not long ago, India’s skilled labour supply seemed
limitless. This is no longer the case. Today, companies
face high turnover, escalating salaries, and shortages of
qualified workers and managers. Darryl Judd, CEO of
SupplyChainJobz, looks at the critical human resource gaps
in the market, and what needs to be done to address them

2006-2007, making it the second fastest
growing major economy in the world. When
measured in USD exchange-rate terms, India
is the twelfth largest economy in the world,
with a GDP of US$1.25trn. It is the third largest
in terms of purchasing power parity.
India’s economy is diverse, encompassing

agriculture, handicrafts, textile, manufacturing,
and a multitude of services. Although twothirds of the Indian workforce still earns
their livelihood directly or indirectly through
agriculture, services are a growing sector
and play an increasingly important role in
the economy.

Think INnovation, Think HArmony, Think Success!
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people

The demand for the
same talent is high amongst
a growing number of
multinational companies and
job seekers expect more in
terms of commitments to
their future education, career
development, promotions and
salaries.” Kim Winter, group
managing director, Logistics
Recruitment.

Source: SupplyChainJobz.com

With sectors like manufacturing,
pharmaceuticals, retail, biotechnology,
nanotechnology, telecommunication,
shipbuilding and aviation growing at a rapid
rate, the demand for quality and efficient
logistics services is increasing. The Indian
Government is moving to address core issues
around infrastructure, and the regulatory
environment and fragmented nature of the
industry is being overcome gradually.
The required pace of efficiency and
quality improvement is demanding rapid
development of capabilities of logistics
service providers. And with logistics being
a service-oriented sector, skill development
is emerging as a key challenge facing the
industry.
While skill issues exist to varying
degrees in all segments of logistics, the
most severe and immediate requirement for
skill development is in the road freight and
warehousing segments where the gaps are
not only wide but are quickly getting wider.
Taking a deeper look at the work profile
in these segments, specific profiles that need
to be developed, both in terms of quality and
quantity, are truck drivers, loading supervisors,
warehouse managers and seafarers.
According to a recent study by KPMG,
truck drivers are the most critical skill gap
in the road freight segment. The profession
attracts largely illiterate people with no formal
training for the job. The report estimates that
while there are around three million truck
drivers for M & HCV in the country currently,
this number is likely to swell to nearly 51m
by 2015.
According to Vineet Kanaujia, general
manager of Safe Express, one of India’s fastest
growing transport and logistics providers,
Supply Chain Asia July/August 2008

• Emergence of attractive alternate career
options leading to attrition (especially
in sectors where logistics skills come in
handy, like organised retail)

there are three main challenges that need to
be addressed.
The scale of the human-resource challenge
“First, becoming a driver in India is
is formidable. Six years ago, for example,
not considered an attractive employment
Accenture Ltd (India) had 250 workers in India.
choice and therefore does not appeal to
By mid 2008, it expects to reach 35,000. In a
graduates or the educated job seekers;
bid to keep employees happy and focused,
second, the industry is changing and with
Accenture assigns a career counsellor to each
the introduction of new transport technology
employee and offers in excess of 10,000 online
like GPS and e-tracking, we need to employ
courses, from languages to Harvard Business
people who have good literacy skills. Finally,
School classes.
the lack of training institutions means we
“People here are driven,” says Rahul
can’t access a quality pool of people who we
Varma, Accenture’s senior human resources
can invest in training,” Kanaujia said.
director in India.
Even if 50% of all drivers in India were to be
Not long ago, India’s skilled labour supply
trained, almost 125 training institutes would
seemed limitless. Today, companies face high
be required to be set up in the next seven to
turnover, escalating salaries, and shortages of
eight years each similar in size and scale of the
qualified workers and managers. Less than
to Leyland’s Namakkal Driver Training Centre
which trains over 50,000 drivers
annually.
The KPMG report listed the
core issues leading to the existing
skill gaps in the sector as:
• Poor image/lack of
attractiveness for new recruits
arising from poor working
conditions and relatively less
attractive pay and progression
incentives – resulting from the
fragmented and disorganised
nature of the industry
• Rapid evolution in logistics
management processes
and operations, with
technological change
and changing customer
requirements
• Absence of an institutionalised skill development
Source: SupplyChainJobz.com
environment

people

a quarter of companies surveyed in 2006
in India by McKinsey & Co. said they were
meeting recruiting needs. By 2010, McKinsey
predicts, India will face a shortfall of 500,000
staff capable of working for multinationals.
Yet satisfying high career expectations
can be tough. Just a few years ago, IBM,
Microsoft, Hewlett-Packard, and Coca-Cola
could lure all the top Indian grads they
needed on the strength of their names.
“This is no longer the case. The demand
for the same talent is high amongst a
growing number of multinational companies
and job seekers expect more in terms of
commitments to their future education,
career development, promotions and salaries,”
says Kim Winter, group managing director
for global recruitment specialist, Logistics
Executive Search.
The solution lies in a number of key
initiatives that need to be adopted by
companies if they are to be successful in
containing the widening skill gap in future
years, including:

• Creation of a robust institutional framework
for creating logistics manpower
• Creation of incentives for development of
skills for logistics employees
• Undertaking of initiatives to uplift the
image of the industry
• Acceleration of the drivers of consolidation,
integration and organisation in the
industry
• Investment in practical strategies designed
to retain and attract staff in a meaningful
manner
Addressing the shortage of skills will
require a collaborative approach by industry
stakeholders. Market leaders would need to
pull together their clout and resources to
push for establishment of an institutionalised
training infrastructure and create incentives
for training by creating and mandating
certification levels for recruits.
According to Mr Yezdi Nagporewalla,
national industry director at KPMG India,
“the government needs to support industry
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players in their initiatives and provide for
a more conducive enabling environment
by continuing to upgrade infrastructure,
accelerate drivers’ training and provide
recognition by granting industry status.
“The lack of focus on developing talent
and skills for the logistics sector is resulting in
a significant gap in the numbers and quality
of available talent in the sector. This gap,
unless addressed urgently, is likely to be a
key impediment in the growth of the logistics
sector in India, and in consequence, could
impact growth in industry and manufacturing
sectors as well. This underscores the need for
identifying areas where such talent and skill
gaps are critical, and developing focused
action plans to improve the situation.”
Darryl Judd is CEO of SupplyChainJobz, a
global careers portal. With more than 20 years’
management experience in supply chain and
logistics, Darryl’s expertise includes building human
resource platforms for successful businesses,
managing business start-ups, change management,
international and domestic executive management,
profit enhancement, market development and
business design solutions.
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event news

Supply Chain Asia Logistics

wards

The 2008 Supply Chain Asia Logistics Awards will take place at the JW
Marriott Hotel in Shanghai’s majestic People’s Square on November
20. Balloting for the Awards is open until July 31.

JW Marriott Hotel, Shanghai
November 20, 2008

Supply Chain Asia Logistics Awards categories:

1. Supply Chain Visionary of the Year
2. Supply Chain Manager of the Year (Operations)
Supply Chain Manager of the Year (IT)
Supply Chain Manager of the Year (Procurement)
3. The Green Supply Chain Award

Awards selection process

4. The Supply Chain Security Award

Finalists in each category are chosen by an audited ballot of
the 8,700 readership of Supply Chain Asia Magazine and via the
Supply Chain Asia web portal. The ballot form is published at www.
supplychainasia.com/awards
Finalists in each category will be contacted by our staff and
asked to supply a 200-word statement on why they feel they
should win the Award for which they have been nominated. These
statements are then passed to our panel of 14 independent judges.
The list of judges will be published in the September/October
edition of Supply Chain Asia Magazine.
Finalists for the Supply Chain Innovation Award will be asked to
submit a white paper detailing how a partnership with a supplier
led to a significant innovation in supply chain operations. These
papers will also be passed to our panel of independent judges who
will select the winning partnership.
Winners of the individual Awards, Supply Chain Visionary of the
Year and Supply Chain Manager of the Year (for Operations, IT and
Procurement) are chosen by the Awards Committee.

5. Global 3PL of Year
6. Asian 3PL of the Year
7. Air Cargo Terminal of the Year
8. Container Terminal of the Year
9. Shipping Line of the Year
10. Air Cargo Carrier of the Year
11. The Supply Chain Software Award
12. The Supply Chain Innovation Award
13. Supply Chain Integrator of the Year
14. Education & Training Award
15. Airfreight Forwarder of the Year
16. Seafreight Forwarder of the Year

New Awards for 2008
The Supply Chain Innovation Award
This new Award for 2008 is intended to
recognise innovation in supply chain
operations that has resulted from a
deep collaboration and partnering effort
between a shipper and service vendor such
as a component supplier(s), consultant,
technology company or logistics service
provider. All parties involved in the innovation
should be listed on the ballot form. The
Award is intended to be presented jointly
to two parties but additional parties to the
innovation can also be considered.
The five sets of nominated parties that
receive the most votes through the balloting
process will be contacted and requested to
provide a white paper outlining details of
Supply Chain Asia July/August
November/December
2008 2007

the partnership and supply chain innovation
achieved. These white papers will be passed
to the panel of Awards judges who will
choose the outright winners in the category.
The white papers will also be published in
editions of Supply Chain Asia Magazine.
Criteria for voting are as follows:
• Nominees should include at least one
service buyer or shipper and one or more
service vendor
• The nominees should have collaborated
together and completed a project with
clearly defined objectives and timescale
within the past two years
• The results of the project should be
quantifiable and should be reasonably

believed to represent innovation in the
practice of supply chain management
• The project should have been characterised
by a deep collaboration and partnering
effort between the parties involved
The Education & Training Award
In an effort to further bridge the gap between
business and education, and as a natural
follow on to the focus within Supply Chain
Asia on education, training and human
resource issues over the past year, we have
introduced The Education & Training Award to
the 2008 Supply Chain Asia Logistics Awards.
The Award will recognise an institution or
organisation that has proven itself a leader in
the field of Education & Training in the Supply

infrastructure
eventupdate
news
Asian 3PL of the Year
• Nominated companies should have their
global headquarters located in Asia
• Ability to understand clients needs
(partnering)
• Range of specialised services on offer
• Size of transport and warehouse network
• IT capability
• Level of local knowledge of developing
Asian markets
• Cost of services
The Green Supply Chain Award
• Nominated companies should be
recognised as leaders in the field of
building environmental sustainability into
industry and should have a track record of
excellence in environmental standards in
creation and deliverance of products and
services
• Companies should be proven to
regularly take measures to improve their
environmental performance, such as
through application of environmental
criteria to assess and choose suppliers, and
study and action to control emissions from
transportation requirements
• Companies should adhere to and/or
outperform all official national, regional
and global environmental guidelines set
for their industry
• Companies should be profitable in the past
year and show a strong recent track record
of profitability
The Supply Chain Security Award
• Nominated companies should have
implemented a customised security policy
relevant to the organisation
• Evidence that the policy is fully supported
by top management, and includes regular
security education and training initiatives
for staff
• Evidence that the policy is uniformly
applied across the organisation, covering
people, property and information
Chain arena in Asia. As well as recognition of
general ability in the area of supply chain and
logistics education and training, it can also be
presented to an organisation or institution
for a strong and innovative piece of research
for the industry. Criteria for the Education &
Training Award are as follows:
• Nominated bodies can be from the public
or private sector
• Nominated bodies can be generally
classed as educational institutions, training
bodies, industry associations or private
supply chain service companies with top
rate education and training programmes
for staff
• The nominated bodies should be

• Participation in and adherence to a best
practice security management system,
such as C-TPAT, ISO28000, WCO Authorised
Economic Operator
• Proof or regular audits and review of
security policy and implementation, and
evidence of regular adjustments and
improvements
Global 3PL of the Year
• Ability to understand client’s business
• Size of warehouse and transport network
• IT know-how and systems
• Level of product visibility offered
• Level of customer service
• Range of value added services
• Launch/upgrade of new products/services
in the past 12 months
Shipping Line of the Year
• Schedule reliability
• Rates/value for money
• Service speed
• Size of network
• Level of customer service
• Quality and range of logistics services
• Launch/upgrade of new products/services
in the past 12 months
Seafreight Forwarder of the Year
• Standard of customer service
• Relationship with shipping lines
• Flexibility of service
• Cost/value for money
• Range of value added services
• Launch/upgrade of new products/services
in the past 12 months
Container Terminal of the Year
• Cost of services
• Level of customer service
• Standard of facilities
• Overall supply chain integration
• Application of IT systems
• Frequency of liner calls
• Level of communication with lines and
headquartered in Asia or should have a
strong pedigree in education and training
in supply chain and logistics in Asia
• The nominated bodies should have
demonstrated innovation and creativity in
the development of solutions to meet the
regional supply chain and logistics human
resource challenge
• The nominated bodies should have a
strong pedigree in the production of
innovative and groundbreaking research
for the regional supply chain and logistics
industry
Supply Chain Integrator of the Year
The Supply Chain Integrator of the Year Award

57

other customers
• Distribution facilities
Air Cargo Carrier of the Year
• Range of products available
• Reliability of guaranteed services
• Size of network
• Understanding of customer needs
• Efficiency in processing documentation
• Partnering initiatives
• Launch/upgrade of new products/services
in the past 12 months
Airfreight Forwarder of the Year
• Standard of customer service
• Flexibility of service
• Cost/value for money
• Size of network
• Range of value added services on offer
• Launch/upgrade of new products/services
in the past 12 months
Air Cargo Terminal of the Year
• Handling charges
• Level of customer services
• Sophistication of facilities
• Overall efficiency
• Incidents of mishandling
• Airline network coverage
• Use of IT
• Launch/upgrade of new products/services
in the past 12 months
The Supply Chain Software Award
• Range and flexibility of solutions on offer
• Level of customer service
• Standard of consulting/training services
• Speed and efficiency of implementation of
solutions
• Launch/upgrade of new products/services
in the past 12 months
*nominees can be state, semi-state or private companies but
must have an Asian presence

is intended to recognise those companies
providing the highest quality integrated supply
chain service offerings and consistently making
strides in further integrating infrastructure,
operations and services. The following criteria
should be considered when making your
selection for the Award:
• Network coverage & expansion initiatives
• Cost & reliability of services
• Level of customer service
• Range of integrated products on offer
• Demonstration of recent and significant
innovation in development of integrated
products
• Integrated service offerings should be a key
marketing focus for nominated companies

Sponsored by:

November/December
July/August 2007
2008 Supply Chain Asia
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Minding
the
world
what can supply chain
professionals do?
Cyclone in Myanmar kills more than 100,000.
Earthquake kills 70,000 in China.

I

s our world dying? Will we run out of oil in
2015? Will oil prices cross the US$200 per
barrel price by end of this year? Why are
natural catastrophes getting more frequent
and damages more pronounced? There are so
many questions relating to our environmental
impact today, to how we live and how we
should be living, and supply chains are right
in there with everything else.
Supply chains are the engine of
globalisation, and one of the many effects of
globalisation is that the problems of other
countries and other people in other parts
of the world are increasingly your problems
too.
The response in international aid in the
aftermath of the earthquake in China has
been very encouraging. Responses like this
to international tragedies and the work
of global organisations such as the World
Food Programme are extremely important,
and it is highly encouraging to see supply
chain players such as TNT and DHL right in
there, playing their part in supporting such
programmes by providing not just funding,
but supply chain expertise to move supplies
to points of need.

Supply Chain Asia July/August 2008

WFP is the world’s largest international
food aid organisation combating hunger in
underdeveloped nations with severe food
shortages. The frontline stretches from subSaharan Africa and the Middle East to Latin
America and Asia Pacific. The Agency also
provides the logistics support necessary to
get food to the right people at the right time
and in the right place – something that we as
supply chain professionals should be highly
familiar with.
Today, the WFP is facing a double
whammy that makes its mission even more
formidable. The fact that WFP collects its
funds in depreciating US dollars is resulting in
a shrinking pool of funds available to support
its global programme. Rising oil prices,
meanwhile, are also making it increasingly
expensive for WFP to move food from one
point to another, adding to the Organisation’s
growing challenges.
I feel the need to note here something
I find particularly disturbing: how people
in this world will always find ways to make
money for themselves even when it means

the severe misfortune of others. Rice futures
trading is the most recent financial instrument
to come out of the trading world. How sick is
our world getting that rich people are looking
to get richer speculating on the rising price of
the most important food staple for two thirds
of the world’s population! Oil futures trading
is already well noted as one of the causes of
the rising price of oil and it seems this may
soon extend to essential foods as well.
There is nothing wrong with striving for a
better life, but care needs to be taken that the
benefits accrued by some do not mean zerosum and desperation for others. More than
that, the haves must continue to find ways
to help the have-nots. If the gap between the
two becomes too lopsided, even the haves
can expect their gains to be wiped-out.
We all need to do our part in minding the
world, and now is the time to start.

blogs

BLOGS
Tips for 3PL/freight forwarder
salespeople (and complaints)
Lately it seems to have been an ongoing
feature of what I call “Annoying and/or Idiot
Sales Person of the Week” syndrome here
at work. It’s been almost every single day
that I’ve had to endure at least one phone
call from a sales rep that left me shaking
my head in disgust or annoyance. Perhaps
I’m being unduly harsh, but I need to get it
off my chest and I figure a post on some of
the more common occurrences and what to
avoid might help those in the sales arena. So
here are some things to avoid when calling
a new customer for the first time:
1) Don’t try to be a “friend” on that first call. I’m
not your friend. I’m not your “buddy”. I don’t
know you, so don’t pretend that we’re longlost high school buddies because we aren’t.
I get these calls all the time. Someone has
learned my full name and calls me out of the
blue and when I pick up the phone I get the
“Hi (your first name), what’s going on buddy/
pal/friend?” I don’t recognise the voice, which
invariably gets my mind wondering exactly
whom I am speaking to. The sales rep happily
pushes on as if we’re best friends and may
mention sports and the weather or a variation
of something similar.
After wasting my time with mindless onesided chit-chat (I’m usually just listening, still
wondering who the hell I am really speaking
to) the sales rep finally begins to explain why
they really called, at which point I simply cut
them off, tell them I’m not interested and
hang up the phone. You may have managed
to increase the amount of time spent on
the phone per customer call, but you’ve
invariably turned off a potential customer to
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future business with your company.
Be courteous, be friendly, but be
professional and don’t pretend to know
someone you don’t.
2) Failing to indicate who you are and where
you are calling from. If you don’t tell me who
you are and why you are calling, you are
wasting my time. I don’t like people who
waste my time.
Introduce yourself from the get go. Tell
people who you are and where you are calling
from. Yes, this is common sense but it isn’t
common practice. No, you are not going to get
sales by trying to confuse the customer. Which
leads me to my next gripe…
3) Trying to sneak into the customer’s door by
pretending to know something specific about
their business. I know who my providers are, so
don’t call me because you managed to grab a
waybill or invoice somewhere down the line
and pretend to know my business.
This one really gets my goat. There is
no surer way to convince me NOT to use
you than try to talk your way into my office
using shipment-specific information that you
happened to get ahold of. This is when sales
reps call me inquiring about shipment status,
claiming there is a problem with billing, or
making up some non-existent issue with
the shipment in question, and then try to
finesse the conversation into an opening for
them to come in and talk to me. It must work,
otherwise sales reps wouldn’t try it, but I think
it’s a cheap trick and dishonest.
4) You don’t have anything to offer the customer,
but continue to drone on and on…. Look, if in the
course of the conversation we both discover you
have nothing to offer me, then please give up.

This is for those providers whose services
I obviously don’t need or simply don’t fit with
my business model and I’ve explained as such.
Or providers who are speaking to the wrong
person but just don’t get it. For example, I had
a mom-and-pop NVOCC contact me about LCL
export pricing. I explained that we strictly did
imports only, zero export, and that all our traffic
was full container, no LCL. But the person kept
pushing on - maybe there was a chance we
might do LCL in the future? Um…..no. Could we,
might we, maybe start exporting? Um….no - I
thought I already said we only do imports.
Know who you are talking to and what
area of the business they handle. If you get a
sense that their business model doesn’t fit the
services you are offering, politely end the call.
These are good phone calls to learn about a
company and their business, but once you
understand you have nothing to offer them
- or they make that clear to you themselves
- it’s time to end the call.
Those are probably some of the most
annoying things I’ve experienced lately, but
I’m sure others could be added to the list. What
do all of these experiences have in common? A
lack of professionalism, poor communication
skills, and wasting other people’s time. Again,
it sounds like common sense, but it’s certainly
not common practice.
….3PL Wire
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Supply Chain - indicators

Table 17: Foreign Trade Indicators
Table 17: (percent
Foreign Trade
Indicators
of GDP)
(percent
of
GDP)
Foreign trade (% of GDP)
Developing Member Country
(DMC)
Developing Member Country *
(DMC)Asia
East

148

Total Trade
2000 Total Trade
2005
2000
2005

2006
2006

141
141

Trade Balance
Trade Balance
2000
2005
2000
2005

39.6
63.4
67.0
2.0
4.5
EastChina,
Asia People’s Rep. of
Hong
China
245.7
331.2
343.7
-6.5
-5.7
China,Kong,
People’s
Rep. of
39.6
63.4
67.0
2.0
4.5
Korea,
Rep. China
of
65.0
68.9
71.5
2.3
2.9
Hong
Kong,
245.7
331.2
343.7
-6.5
-5.7
Table
17:
Foreign
Trade
Indicators
Mongolia
107.4
112.6
-8.3
-5.7
Korea,
of
65.0
68.9
71.5
2.3
2.9
Table
17:Rep.
Foreign
Trade Indicators 121.6
Taipei,China
90.9
109.9
120.0
3.4
4.5
Mongolia (percent of GDP)
121.6
107.4
112.6
-8.3
-5.7
(percent of GDP)
Taipei,China
90.9
109.9
120.0
3.4
4.5
Total Trade
Trade Balance
Southeast
DevelopingAsia
Member Country
a
Total
Trade
Trade
Balance
Brunei Darussalam
83.5
81.2
79.9
46.6
49.9
(DMC)
2000
2005
2006
2000
2005
Developing
Member Country
Southeast
Asia
Cambodia
90.9
108.9
116.0
-14.7
-16.2
(DMC)
2000
2005
2006
2000
2005
Brunei
Darussalam a
83.5
81.2
79.9
46.6
49.9
EastIndonesia
Asia
58.0
50.0
44.4
17.3
9.7
Cambodia
90.9
108.9
116.0
-14.7
-16.2
China,
People’s
Rep.
of
39.6
63.4
67.0
2.0
4.5
EastLao
Asia
PDR
49.9
50.4
…
-11.8
-11.6
Indonesia
58.0
50.0
44.4
17.3
9.7
Hong
Kong,
China
245.7
331.2
343.7
-6.5
-5.7
China,
People’s
Rep.
of
39.6
63.4
67.0
2.0
4.5
Malaysia
192.1
186.3
186.8
17.3
19.2
Lao PDR
49.9
50.4
…
-11.8
-11.6
Korea,
Rep. China
of
65.0
68.9
71.5
2.3
2.9
Hong Kong,
245.7
331.2
343.7
-6.5
-5.7
Myanmar
1.1
…
…
-0.1
…
Malaysia
192.1
186.3
186.8
17.3
19.2
Mongolia
121.6
107.4
112.6
-8.3
-5.7
Korea, Rep. of
65.0
68.9
71.5
2.3
2.9
Philippines
94.7
91.9
85.7
5.6
-8.3
Myanmar
1.1
…
…
-0.1
…
Taipei,China
90.9
109.9
120.0
3.4
4.5
Mongolia
121.6
107.4
112.6
-8.3
-5.7
Singapore
294.0
368.5
386.0
3.5
25.4
Philippines
94.7
91.9
85.7
5.6
-8.3
Taipei,China
90.9
109.9
120.0
3.4
4.5
Thailand
107.0
129.7
125.7
5.7
-4.4
Singapore
294.0
368.5
386.0
3.5
25.4
Southeast
Asia
Viet
Nam
96.6
130.8
139.1
-3.7
-8.2
Thailand
107.0
129.7
125.7
5.7
-4.4
a
Brunei Darussalam
Southeast
Asia
83.5
81.2
79.9
46.6
49.9
Viet Nam
96.6
130.8
139.1
-3.7
-8.2
a
Brunei
Cambodia
90.9
108.9
116.0
-14.7
-16.2
83.5
81.2
79.9
46.6
49.9
South
AsiaDarussalam
Indonesia
58.0
50.0
44.4
17.3
9.7
Cambodia
90.9
108.9
116.0
-14.7
-16.2
Bangladesh
28.3
36.0
40.6
-7.3
-7.6
South
Asia
Lao
PDR
49.9
50.4
…
-11.8
-11.6
Indonesia
58.0
50.0
44.4
17.3
9.7
Bhutan
66.2
77.0
…
-20.2
-15.3
Bangladesh
28.3
36.0
40.6
-7.3
-7.6
Malaysia
192.1
186.3
186.8
17.3
19.2
Lao
PDR
49.9
50.4
…
-11.8
-11.6
India
20.7
29.9
34.8
-1.3
-4.9
Bhutan
66.2
77.0
…
-20.2
-15.3
Myanmar
1.1
…
…
-0.1
…
Malaysia
192.1
186.3
186.8
17.3
19.2
Maldives
79.7
120.9
124.2
-44.8
-77.8
India
20.7
29.9
34.8
-1.3
-4.9
Philippines
94.7
91.9
85.7
5.6
-8.3
Myanmar
1.1
…
…
-0.1
…
Nepal
41.7
39.0
40.5
-15.5
-17.0
Maldives
79.7
120.9
124.2
-44.8
-77.8
Singapore
294.0
368.5
386.0
3.5
25.4
Philippines
94.7
91.9
85.7
5.6
-8.3
Sri
Lanka
77.5
64.2
63.0
-10.7
-10.6
Nepal
41.7
39.0
40.5
-15.5
-17.0
Thailand
107.0
129.7
125.7
5.7
-4.4
Singapore
294.0
368.5
386.0
3.5
25.4
Sri Lanka
77.5
64.2
63.0
-10.7
-10.6
Viet
Nam
96.6
130.8
139.1
-3.7
-8.2
Thailand
107.0
129.7
125.7
5.7
-4.4
Central and West Asia
Viet Member
Nam Countries of the Asian Development Bank
96.6
130.8
139.1
-3.7
-8.2
Afghanistan
48.4
41.7
…
-38.3
-30.4
* Developing
Central
and West
Asia
South
Asia is not a DMC but an unclassified regional member country
Brunei
Darussalam
of ADB.
Armenia
62.0
56.6
49.9
-30.6
-16.9
Afghanistan
48.4
41.7
…
-38.3
-30.4
Bangladesh
28.3
36.0
40.6
-7.3
-7.6
South
Asia
Source: Azerbaijan
ADB
2007
55.3
64.6
58.6
10.9
1.0
Armenia
62.0
56.6
49.9
-30.6
-16.9
Bhutan
66.2
77.0
…
-20.2
-15.3
Bangladesh
28.3
36.0
40.6
-7.3
-7.6
Georgia
33.8
52.4
60.3
-12.6
-25.3
Azerbaijan
55.3
64.6
58.6
10.9
1.0
India
20.7
29.9
34.8
-1.3
-4.9
Bhutan
66.2
77.0
…
-20.2
-15.3
Kazakhstan
75.7
79.1
77.0
20.6
18.4
Table
23:
Foreign
Direct
Investment,
Net
Inflows
Georgia
33.8
52.4
60.3
-12.6
-25.3
Maldives
79.7
120.9
124.2
-44.8
-77.8
India Republic
20.7
29.9
34.8
-1.3
-4.9
Kyrgyz
77.3
72.1
89.1
-3.6
-17.4
Kazakhstan
75.7
79.1
77.0
20.6
18.4
(US$ investment,
million)
Nepal
41.7
39.0
40.5
-15.5
-17.0
Maldives
79.7
120.9
124.2
-44.8
-77.8
Foreign
direct
net inflows
Pakistan
25.7
32.1
35.6
-2.3
-5.7
Kyrgyz Republic
77.3 (US$m)
72.1
89.1
-3.6
-17.4
Sri
Lanka
77.5
64.2
63.0
-10.7
-10.6
Nepal
41.7
39.0
40.5
-15.5
-17.0
Tajikistan
169.6
96.8
111.1
12.7
-18.2
PakistanMember Country *
25.7
32.1
35.6
-2.3
-5.7
Developing
Sri Lanka
77.5
64.2
63.0
-10.7
-10.6
Turkmenistan
87.0
54.9
…
14.6
8.32001
Tajikistan
169.6 1997
96.8
111.1
12.72000 -18.2
(DMC)
1995
1996
1998
1999
Central
and West Asia
Uzbekistan
45.1
67.0
63.4
2.3
9.3
Turkmenistan
87.0
54.9
…
14.6
8.3
Afghanistan
48.4
41.7
…
-38.3
-30.4
Central
and West Asia
East
Asia
32658.8 35872.2
56452.1
Uzbekistan
45.1 39661.8
67.0 38608.7
63.4 47634.1 43536.4
2.3
9.3
Armenia
62.0
56.6
49.9
-30.6
-16.9
Afghanistan
48.4
41.7
…
-38.3
-30.4
China, People’s Republic of
35849.2 40180.0 44237.0 43751.0 38753.0 38399.3 44241.0
Pacific
Azerbaijan
55.3
64.6
58.6
10.9
1.0
Armenia
62.0
56.6 -2220.0
49.9
-30.6
-16.9
Hong
Kong,
China a
…
…
…
2571.9 -41.4
12431.5
Cook
Islands
74.0
47.1
… 5209.1 -51.6
Pacific
a
Georgia
33.8 -1605.2
52.4 672.8
60.3
-12.6
-25.3
Azerbaijan
55.3
64.6
58.6
10.9
1.0
Korea,
Republic
-1776.2
-2344.7
4284.5 -41.4
1107.6
Fiji
Islands
82.9
77.2
… 5135.6 -51.6
-18.8
-30.2
Cook
Islands of
74.0
47.1
…
Kazakhstan
75.7
79.1
77.0
20.653.7 -108.1
18.443.0
Georgia
33.8
52.4
60.3
-12.6
-25.3
Mongolia
9.8
15.9
25.0
18.9
30.4
Kiribati
92.3
118.7
102.2
-76.9
Fiji Islands a
82.9
77.2
…
-18.8
-30.2
Kyrgyz
Republic
77.3
72.1
89.1
-3.6
-17.4
Kazakhstan
75.7
79.1
77.0
20.6
18.4
Taipei,China
-1424.0
-1979.0
-1773.0 -108.1
-1371.0
Marshall
59.2
… -3614.0
… -1494.0 -42.3
…
Kiribati Islands
92.3 -2995.0
118.7
102.2
-76.9
Pakistan
25.7
32.1
35.6
-2.3
-5.7
Kyrgyz
Republic
77.3
72.1
89.1
-3.6
-17.4
Micronesia,
Fed. States of
56.9
60.4
…
-41.4
-49.5
Marshall Islands
59.2
…
…
-42.3
…
Tajikistan
169.6
96.8
111.1
12.7
-18.2
PakistanAsia
25.7
32.1
35.6
-2.3
-5.7
Southeast
17150.9
-1233.3
Nauru
166.9
… 18950.3
…
3.0
…
Micronesia,
Fed. States
of 18490.4 20137.1
56.9 20806.1
60.4
… 19906.8 -41.4
-49.5
a, b
Turkmenistan
87.0
54.9
…
14.6
8.3
Tajikistan
169.6
96.8
111.1
12.7
-18.2
Brunei
-634.0
119.0
……
… -96.5
Palau
115.7 126.0
82.0
…
NauruDarussalam
166.9
…
3.0 … -63.4
…-61.8
Uzbekistan
45.1
67.0
63.4
2.3
9.3
Turkmenistan
87.0 203.7
54.9
…
14.6
8.3
Cambodia
150.8
293.6
232.2 -96.5
148.5 -63.4
149.4
Papua
New Guinea
79.9
103.3
114.4
28.2
29.3
Palau
115.7
82.0 242.8
…
Uzbekistan
45.1
67.0 -240.8
63.4 -1865.6 -33.2
2.3
9.3
Indonesia
4346.0
6194.0
-4550.4
-2977.4
Samoa
44.9
46.9
51.0
-41.3
Papua New Guinea
79.9 4677.0
103.3
114.4
28.2
29.3
Pacific
Lao
PDR Islands
95.1
159.8
86.3
45.3
51.6 -33.2
Solomon
55.1
79.6
89.1
-9.533.9 -13.4
Samoa
44.9
46.9
51.0
-41.323.9
Cook Islands
74.0
47.1
… 3895.3 -51.6
-41.4
Pacific
Malaysia
4178.2
5078.4
3787.6
553.9
Timor-Leste
… 5136.5
43.6
…
…
-18.8
Solomon Islands
55.1
79.6 2163.4
89.1
-9.5
-13.4
Fiji Islands
82.9 390.8
77.2 317.8 …
-18.8
-30.2
Cook
Islands
74.0
47.1
…
-51.6
-41.4
Myanmar
279.9
313.4
255.6 -41.3
258.3 -18.8
210.3
Tonga
53.7
60.2
-50.8
Timor-Leste
…
43.6
…
…
Kiribati
92.3
118.7
102.2
-76.9
Fiji
Islands
82.9
77.2
…
-18.8
-30.2
Philippines
1478.0
1517.0
2240.0 -108.1
195.0
Tuvalu
42.1
… 2287.0
…
…
Tonga a
53.7 1222.0
60.2
… 1247.0 -41.9
-41.3
-50.8
Marshall
59.2
… 5149.0
… 8576.0 -25.8
-42.3
…
Kiribati Islands
92.3 2849.0
118.7
102.2
-76.9
-108.1
Singapore
4748.0
1731.0
10569.0
-4519.0
Vanuatu
47.4
50.9
48.8*
-30.3
Tuvalu
42.1
…
…
-41.9
…
Micronesia,
Fed. States of
56.9
60.4
-49.5
Marshall Islands
59.2 3894.7
… 7314.8 … 6102.7 -41.4
-42.3
…
Thailand
2068.0
2335.9
3366.0 -30.3
3892.3
Vanuatu
47.4
50.9 country
48.8*ADB.
-25.8
a Viet
Brunei
is not of
a DMC1780.4
but an unclassified
regional
member
Nauru
166.9
… 1671.0of
… 1412.0 -41.4
3.0
…
Micronesia,
Fed. States
56.9
60.4
NamDarussalam
2395.0
2220.0
1298.0 -49.5
1300.0
Palau
NauruDarussalam is not a DMC but an unclassified
166.9
… country of
…ADB.
3.0
…
115.7
82.0
-96.5
-63.4
a Brunei
regional member
Sources:
Country sources.
Palau
Papua
79.9 4180.5
103.3
114.4
28.2
29.3
115.7
82.0 3041.7
… 2550.3 -96.5
South
AsiaNew Guinea
2208.8
2589.3
4050.0 -63.4
5755.2
2007.
Asian Development Outlook 2007.
Sources:
Country
sources.
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44.9
46.9 190.1
51.0
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28.2
29.378.5
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1.9
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179.7 -33.2
280.4 -41.3
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SamoaADB.
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-41.3 0.3
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0.1 Outlook 2007.
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…
9.0 -33.2
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43.6
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-41.9-0.5 -50.8
…20.9
Tonga
53.7
60.2
Nepal
…
19.2
23.1
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172.9 -30.3
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YOU NEED TO SOURCE FROM EMERGING MARKETS.

YOU NEED HANS MIEDEMA.
When does Agility’s Hans Miedema consider a job done? When he successfully executes critical
gas turbine shipments for his global energy customer? When he applies Lean Six Sigma
Methodology to eliminate defects for his clients in Eastern Europe and India? For Hans, and
more than 32,000 other Agility employees in over 100 countries around the world, success
isn’t measured in parts assembled or products shipped. Success occurs when our partners
achieve their goals. It’s an intimate approach to logistics that demands individual attention
and personal ownership. It’s how Hans Miedema brings Agility to supply chain challenges.

Hans Miedema
Regional Support Leader
Agility Global Account Team

agilitylogistics.com

