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editor’sview

The new uncertainty of globalising 
supply chains

The past months have seen the emergence of some uncertainty over 
the future of off-shore manufacturing, particularly in terms of sourcing 
from distant locations such as Asia. The development is interesting 
on a number of levels, and not least because as trends in supply chain 
and logistics go, the ongoing globalisation of manufacturing, sourcing 
and supply chain and logistics processes has been widely accepted as 
about as close to a sure thing as possible. 

The recalls of Chinese-made products in the US last year made 
it apparent that challenges in distant sourcing in terms of effective 
quality control and brand assurance were proving too much for some 
companies to handle. This has developed into a debate over whether 
there may be a myopic focus on reduction of production cost at the 
expense of good quality control and responsive customer service on 
a wider scale. 

Coupled with political moves against unfair trade practices, this has 
led many influential industry commentators to predict a gradual return 
of manufacturing close to major consumption markets. The decline in 
the value of the US dollar, and rising production costs in key sourcing 
markets such as China, are adding fuel to these predictions. 

Given recent and sometimes heavy media coverage of these 
developments, I think we can safely assume that many companies 
and their business consultants are indeed more cautious now when it 
comes to expanding distant sourcing operations. Some are probably 
re-evaluating the relative strengths and weaknesses of existing overseas 
sourcing operations. 

It is too much of a stretch, however, to think that we may be at the 
beginning of a marked deceleration of the globalisation phenomenon. 
While some companies are clearly struggling with their extended 
supply chains, many have managed to master the processes involved 
well enough to ensure good quality control and responsive customer 
service. 

In addition, many foreign manufacturers establish operations in 
Asia for reasons besides production for export. A major reason foreign 
automotive companies are big in China, for instance, is because huge 
numbers of Chinese are starting to drive. 

Nevertheless, as noted at the outset, the current sense of 
uncertainty in what has always been an industry constant is significant. 
It is significant because there is a chance it may grow, as major new 
issues going forward, such as creating sustainable supply chains, will 
have an impact one way or another on the distant sourcing advantage 
equation. 

It is also significant because it shows that global sourcing apparently 
isn’t for everyone, and that some companies are simply not getting to 
the level of supply chain sophistication to handle the complexities that 
are part of the process. Nearer to home sourcing may indeed be the 
best option for these companies to meet the challenges and competitive 
pressures of a globalising world. 
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agilitylogistics.com

When does Agility’s Martin Schluechter consider a job done? When he develops 
a customized tracking software interface that shows product availability in 
real time? When he overcomes a sudden DSL modem shortage in the U.S. by 
fl ying in crucial components from Singapore? For Martin Schluechter, and more 
than 29,000 other Agility employees in over 100 countries around the world, 
success isn’t measured in products delivered or processes streamlined. 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 
Martin Schluechter brings Agility to high-tech companies.

Martin Schluechter
Department Head, LAX Key Account, 

Agility Los Angeles
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Which is more effective as a business strategy – competition 
or collaboration?

While there is no straight answer for this, the most sensible 
answer should be a synthesis of both. 

Competition has its own life force. Scientific tests have 
proven competition increases output. Economists say 
competition is healthy – it is the basis of the free enterprise 
system. Competition leads to improved quality, greater 
consumer choice and the reduction of costs. Of course there 
are caveats. Competition can be extremely detrimental to a 
movement or a cause. Competitors may not value the goal and 
sometimes in order not to lose, they may refuse to partake, 
leading to a reduction of choice.

Collaboration, on the other hand, also improves creative 
output. That’s because richer ideas can result from intellectual 
cross-pollination – the belief that the group is usually smarter 
than the individual. That is why it is also becoming increasingly 
important that we work together: that we collaborate and 
support each other as we all share the same mission of 
improving the lives of people and the economic well-being of 
our enterprise.

However, again, there are caveats in collaboration – groups 
suffer from politics, dilution of ideas, group-think and many 
other group related weaknesses.

Asosiasi Logistik Indonesia (ALI)

Chartered Institute of Logistics & Transport Singapore (CILT)

China Federation of Logistics & Purchasing (CFLP)

Singapore Economic Development Board (EDB)

Federation of Malaysian Manufacturers (FMM)

Global Logistics Council of Taiwan (GLCT)

International Enterprise Singapore (IE Singapore)

Kainan University of Taiwan (KUT)

Korea International Logistics Council (KILC)

Logistics Association of Australia (LAA)

Logistics and Supply Chain Management Society (LSCMS)

Philippines Institute of Supply Management (PISM)

Supply Chain & Logistics Group of the Middle East (SCLG)

Thai Logistics and Production Society (TLAPS)

The Logistics Institute - Asia Pacific (TLIAP)

The supply chain industry in Asia is a highly fragmented 
structure, not by choice, really, but due to cultural and 
economic differences. Because of this, there are multitudes of 
enterprises, associations and societies being set up across the 
entire region to support and meet specific needs. Today, many 
of these entities practically compete in the same field in bringing 
value to their members and community at large and sometimes 
this can lead to isolation and exclusion.

Supply Chain Asia’s mission is focused on bringing 
professionals in this highly dynamic industry in Asia together 
to connect, communicate and collaborate. We aim to realise 
our vision by working with local institutions throughout Asia in 
developing, creating and launching initiatives that bring people 
together for the benefit of the entire community. We hope to 
“rub off” our style of community building with the rest of the 
institutions in Asia and in doing so help to bring more of the 
like-minded individuals in our world together.

Paul Lim
Founder/President
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Strength in numbers – competition versus collaboration
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•

•

Toyota Motor Engineering & Manufacturing North 
America (TEMA) announced its list of award-
winning North American suppliers for 2007. The 
awards recognise suppliers who exceed the 
company’s expectations in areas like Technology, 
Supplier Diversity, Value Improvement 
and Quality. The winners included DENSO 
International (Value Improvement, Supplier 
Diversity); Johnson Controls (Supplier Diversity); 
Kyowa American Corporation (Quality); MAHLE 
Industries (Quality); Ryder Supply Chain Solutions 
(Value Improvement) and TP Corporation of 
America (Quality).

Nasdaq-listed UTi Worldwide announced it was 
undertaking several cost reduction measures to 
streamline operations, improve performance and 
better position the company for a “challenging 
economic environment.” UTi said it would 
exit underperforming businesses and was 
reorganising its leadership team around core 
service lines of freight forwarding, contract 
logistics and distribution. 

UNITED STATES 
OF AMERICA

EU

ENglAND

kENyA

Cadbury Schweppes Plc said it was launching an investment 
programme to help Ghana’s cocoa farmers improve their yields, 
in turn ensuring a sustainable supply chain. The group, which is 
launching similar projects in India, Indonesia and the Caribbean, 
said it would “holistically support the development of sustainable 
cocoa growing communities.” 

ghANA

Ford Motor Company’s 
Land Rover division and 
Savi Technology launched a 
pilot programme to deploy 
an active Radio Frequency 
Identification (RFID) solution. 
The company said the 
system better synchronises 
the delivery of auto parts 
from multiple suppliers to the 
vehicle manufacturer’s key 
assembly plant in the English 
West Midlands region. 

Agility announced the purchase 
of Kenya’s Starfreight Ltd for 
US$4.1m to aid its expansion in 
Africa. Nairobi-based Starfreight 
offers logistics and transport 
clearance services on the 
continent. 

Volvo Trucks president 
and CEO Staffan Jofors 
said he wants transporters 
who deliver goods to 
and from the company’s 
main factories in Europe 
to reduce their carbon 
dioxide emissions by 20% 
by 2010. “This is part of 
our climate strategy. Our 
emissions can be rapidly 
reduced through a number 
of measures, such as 
reduced fuel consumption, 
more efficient logistics, 
the use of biofuels and 
the replacement of old 
vehicles.”

SwEDEN

A customs cooperation 
deal between the European 
Union and Japan aimed at 
strengthening their ability to 
deal with key trade problems 
came into force in February. The 
deal provides a framework to 
discuss customs-related issues 
and should allow the two sides 
to guarantee the security of 
the logistics supply chain for 
exporters, an EU statement said. 
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ChINA

Carrefour awarded Kuehne 
+ Nagel a contract for the 
operation of its Gebze/
Istanbul distribution centre 
to serve the Carrefour 
supermarket chain stores 
in the Marmara region. 
Under the agreement, K+N 
is responsible for goods 
receiving services, quality 
control, ambient and cold 
storage, picking and just-
in-time order preparation. 

Gartner research said PC shipments 
in Asia Pacific in 2007 totalled 70.7m 
units, an 18.7% increase from 2006, 
and making the region the world’s 
second largest PC market. India and 
Vietnam exhibited triple-digit year-over-
year growth rates while shipments in 
Japan grew by 5.1% over 2006. 

SOUTh kOREA

Kumho-Asiana Group said it signed a formal deal 
to buy a controlling stake in Korea Express Co, 
South Korea’s biggest logistics company, for 
US$4.34bn. The deal opens the door for Kumho-
Asiana, which operates Asiana Airlines, to expand 
cargo operations into the inland freight business 
dominated by Korea Express.

TURkEy

ASIA pACIFIC

hONg kONg

Citigroup appointed Shalini 
Lall to the newly created 
position of head of Asia 
supply chain. Based in 
Hong Kong, Lall will be 
responsible for building 
Citi’s trade capabilities in 
supply chain structures 
for corporate and financial 
institution clients. 

•

•

Following one of the worst winters on record, 
which disrupted supply chains and left hundreds 
of thousands stranded, the Chinese government 
said it would boost investment in the country’s rail 
infrastructure by allowing foreign business partners 
greater control over freight and ticket prices. 
Chinese media said legislators would introduce 
new regulation aimed at protecting private sector 
interests in the country’s railfreight, rail construction 
and passenger business.

A new airfreight alliance was formed in Shanghai. 
The SAL Logistics Enterprises Alliance – comprising 
Shanghai Airlines (SAL), China United Airlines, 
SAL Cargo International, SAL International Cargo 
Services, Shanghai Crane Transportation, and 
Dahang International Transportation — comprises 
70 freight and passenger aircraft covering more 
than 60 medium-sized and large cities in China and 
overseas. 

•

•

Indian supply chain 
management company 
Arshiya International signed 
a major deal with Singapore 
government-owned Jurong 
International to develop 
three free trade warehousing 
zones in Mumbai, Delhi and 
Sohar (Oman). Under the 
deal, Jurong will undertake 
the master planning, 
architecture and engineering 
of the FTWZs in three 
phases. 

Lehman Brothers said there 
was much growth in store 
for the food industry as 
its supply chain is set for 
much improvement. “I am 
bullish on the food chain, 
plantation, herbicides and 
bio-seed technology to 
increase harvest yield, 
transportation, refrigeration 
and on the entire food 
supply chain,” senior vice 
president Paul Schulte told 
reporters in the country.

The Suez Canal 
Authority (SCA) 
announced that 
effective April 
1, 2008 transit 
fees for ships 
using the Canal 
would increase 
by an average of 
7.1%. Fees will 
increase 5.7% 
for container 
vessels; 7.3% for 
oil tankers; 14.7% 
for dry bulk 
carriers; 4.4% 
for automobile 
carriers, and 
4.2% for general 
cargo ships. 
Some 7.5% of 
the world’s trade 
is thought to 
currently pass 
through the 
Canal. 

EgypT

INDIA
ThAIlAND

CenCar co, the operator 
of Carrefour superstores, 
was expected to sign 
a Memorandum of 
Understanding with the 
Thai Commerce Ministry to 
export Thai products to be 
sold through the Carrefour 
worldwide network, the 
Bangkok Post reported. 
Segsarn Trai-Ukos, 
CenCar’s corporate affairs 
and business development 
director, said the move was 
part of a plan to increase 
the export value of Thai 
products through the global 
Carrefour network by 20-
30% next year. 

KGL Investment 
Company - the 
private equity 
unit of Kuwaiti 
Logistics Group - 
said it would invest 
in port projects 
in emerging 
markets through a 
US$500m fund. 
The fund is 
understood to be 
looking to acquire 
stakes in ports 
in Saudi Arabia, 
Syria, the UAE, 
Algeria, Egypt, 
Mozambique, 
Thailand, Kenya, 
Gabon, China, the 
Philippines and 
India.  

kUwAIT
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Japanese companies expand  
investment in India
India may be surpassing China as the 
favoured investment destination for Japanese 
companies. In the FY2007 edition of  an 
annual survey of  600 Japanese companies 
conducted by the government-affiliated 
Japan Bank for International Cooperation, 
70% listed India as the most promising 
foreign country for investment over the 
coming ten years. China was listed in second 
place (down from first last year), followed by 
Russia and Vietnam.   

The survey, which was started 13 years 
ago, targets manufacturers with overseas 
operations, and companies can name several 
foreign countries in the ‘most promising 
foreign country for investment’ category. 
Some 67% of  the companies polled listed 
China at the top. 

Meanwhile, major Japanese consulting 
company, Mizuho Research Institute, 
reported the number of  Japanese companies 
with outposts in India had increased from 
317 to 475 in the period from January 2006 
to February 2007. Japan Airlines (JAL) said it 
carried a total of  67,079 passengers between 
Tokyo and Delhi in 2006, up from 51,382 
in 2005, largely as a result of  more business 
connections between the two countries. 

Several Japanese supply chain and 
logistics companies have been among the 

new wave of  investors. In the spring of  2007, 
Nippon Express purchased a 51% stake in JI 
Logistics Pte Ltd (JLPL), changing the name 
to Nippon Express (India) Pte Ltd. With 11 
outlets nationwide, Japan’s largest logistics 
company is understood to be focusing on the 
international air cargo service sector. 

In mid December 2007, Hitachi 
Transport System launched its local company, 
Hitachi Transport System India Pte Ltd, with 
plans to expand 3PL and sea and air cargo 
businesses in cooperation with a number of  
Indian partners. Hitachi is also planning to 
open a distribution centre in Mumbai, India’s 
commercial and logistics hub. 

Major maritime shipping companies have 
also been paying keen attention to India. 

Mitsui O.S.K. Lines (MOL) announced 
in November the opening of  representative 
offices in the cities of  Mumbai and Chennai, 
to serve the country’s west and east coasts 
respectively. Chennai has attracted a lot of  
auto and IT industry investment, with some 
60 or more Japanese companies currently 
operating in the city.

Another major Japanese shipping line, 
‘’K’’ Line, launched a representative office in 
Mumbai in May 2007, to reinforce its rapidly 
growing small car carrier business.

In the air cargo sector, Kintetsu 

World Express (KWE), the second largest 
international air forwarder in Japan next to 
Nippon Express, set up its ninth outpost in 
Coimbatore early last year. The city, with a 
population of  1.3m, is famous for its cotton 
industry and is drawing more attention from 
foreign investors. 

In November, Yusen Air & Sea Service 
(India) announced the opening of  a fourth 
sales office in Chennai. The company already 
has offices in Delhi, Bangalore and Mumbai. 

Good human resources, the high 
standard of  English, excellent IT capability 
and the potentially very large consumer 
market, are said by analysts in Japan to be the 
key drivers behind the increasing investment 
in the country. Nevertheless, they warn of  
risks, including  unstable market growth, 
and poor transportation, electric power and 
communication  infrastructure. 

Despite the increases, Japan still trails US, 
Europe, ASEAN and Korea in its investment 
in India. As a result, the government has 
started several assistance programs to improve 
infrastructure in the country. In 2008, the 
Ministry of  Economy, Trade and Industry, 
for instance, will start work on a programme 
to help build up the inland transportation 
network between Delhi and Mumbai, at the 
estimated cost of  US$90bn.     

China-US exports decline, Europe stays 
healthy: Citibank
The US National Retail Federation 
(NRF) is forecasting weak or negative 
growth in container volumes into US 
ports over the coming several months, 
as retailers manage inventory to match 
poor demand. 

The group, which represents 1.6m retail 
establishments in the US, estimated major 
US ports handled 1.18m teu in February, 
down 9.6% from February 2007, and the 
seventh month to show year-to-year volume 
decline. Volumes in March are forecast to 
remain unchanged, at 1.27m teu, with April 

forecast to be up 1.8% year-to-year, May up 
0.7% and June down 3.6%. 

“Container traffic at ports mirrors 
what retailers expect to sell in their stores, 
and the retail industry is experiencing 
only moderate growth,” said NRF vice 
president for supply chain and customs 
policy, Jonathan Gold. 

Citibank analyst Charles de Trenck 
also told Supply Chain Asia he expects a 
continuing slowing of  exports from  China 
in the trans-Pacific trade, as the gradual 
decline of  the US dollar in value makes 

the country’s exports more expensive to the 
US consumer at a time when they may be 
feeling a need to tighten their belts. 

De Trenck said trade with Europe is less 
likely to suffer, as there is a less marked trade 
imbalance, and many European luxury items 
plus other heavier goods and machinery 
items are still in demand in China. 

The amount of  Chinese goods being 
shipped to southern Europe is on the rise, 
he noted, as these largely less wealthy areas 
of  the continent start to take advantage of  
the opportunities of  the Chinese production 
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In its biggest single project financing in 
history, the Asian Development Bank (ADB) 
is providing loans totalling US$1.1bn to 
Vietnam for construction of  a modern 244km 
highway stretching from suburban Hanoi to 
Laocai, on the border with China.

It currently takes three days for trucks 
to travel from Kunming in China to Hanoi. 
When the new highway is completed in 
2012, the same trip will take less than a day.  
The reduced travel time will allow industries 
clustered around Hanoi and Vietnam’s 
major port city, Haiphong, to expand into 
the country’s impoverished northwest region, 
increasing employment opportunities and 
social service access for communities along 
the highway corridor, the ADB said. 

The new highway will also increase 
Vietnam’s ability to export agricultural and 
maritime products to Yunnan province and 
beyond to the huge hinterland markets of  
southwestern China. The highway will also 
provide shippers in Kunming with a new 
channel for the rapid shipment of  products 
that depend on fast access to global markets, 

Huge investment to boost  
Vietnam/China trade

International container train links from 
China to Europe have been gathering 
momentum. On January 9, the first 
international container train from Beijing 
to Hamburg departed Dahongmen station 
in Beijing on a demonstration run while 
carrying a total of  98 teu of  a mixed cargo 
(20 feu and 58 teu). It arrived in Hamburg 
on January 24, having covered the 9954km 
in 15 days. 

There is also ongoing collaboration be-
tween European Rail Shuttle (ERS), part of  
Denmark’s AP Møller-Maersk, and China 
Rail Container Transport Corp (CRCT) 
– delivering 17 day trips from Shenzhen to 
Pardubice in the Czech Republic. 

is very closely linked to their present 
lack of  access to the thriving economic 
centers around Hanoi and Haiphong.” 
Financial analysis projects that the highway 
project will generate sufficient revenues to 
recover the entire loan amount within 10 
years from the time the highway opens to 
traffic in 2012.

Meanwhile, the Asian Development 
Bank (ADB), the Agence Francaise de 
Developpement and the French Ministry of  
Finance are lending a total of  $122m and 
$160bn project to rehabilitate a rail link 
between Vietnam and China.

Ray Cahoon, the ADB’s ‘team leader’ for 
the projects, said: “The restored line is expected 
to help boost bilateral trade between Vietnam 
and China and also international trade from 
China via the container port at Haiphong. It 
will also eventually form an integral part of  
the Singapore-Kunming link, which may be 
completed by about 2015 with the construction 
of  a final link between Phnom Penh and 
Ho Chi Minh City.” The works are due for 
completion around the end of  2012.     

as Vietnam’s Haiphong and Cailan ports 
are significantly closer to Kunming than 
Fangcheng port in Guangxi Province.

Traffic volume on existing roads between 
Hanoi and Laocai has been increasing 
at a rate of  12% per year. Over 5.5m 
vehicles are expected to use the corridor 
in 2012, a number that will increase 
more than three-fold to 17m by 2022. 
“Traffic along the Hanoi-Laocai corridor 
is already reaching saturation levels in 
many areas, and without this new highway, 
traffic costs would increase, while trade 
and growth would be suppressed,” said 
John Cooney, director of  ADB’s southeast 
Asia Department Infrastructure Division.  
“Vietnam needs modern highways to 
help remove the country’s transportation 
bottlenecks, accelerate economic growth and 
ultimately expand economic opportunity for 
Vietnamese families,” added Mr. Cooney. 

“This is particularly important for the 
northwestern provinces through which 
the highway will pass. These are among 
the poorest in Vietnam, and their poverty 

China-Europe landbridge gathers steam
The Shenzhen train embarked on a 

12,134km, six country, 17-day trip on May 
29, 2007, passing through Erlianhaote 
station in Inner Mongolia when leaving 
Chinese territory on June 3. It delivered 
computer parts in 52 40ft containers to 
Pardubice, near Praguem in half  the time it 
would have taken by sea, and expectations 
are high that this will be the start of  a regular 
service between the two continents. 

Another promising development was 
an agreement signed in Moscow at the 70th 
General Assembly of  the International Union 
of  Railways (UIC) in June 2007 between 
Russian Railways (RZD), Deutsche Bahn AG 
(DB AG), Polish Railways (PKP) and Belarus 

Railways (BC) to set up a joint venture to 
develop freight transport between Asia and 
Europe, called Eurasia Rail Logistics. 

In addition to the obvious Manchuria/ 
Mongolia/ Siberia/ Russia rail route, 
other central Asian possibilities may emerge 
through Turkmenistan, the Caucasus, 
Kazakhstan and Iran. There has been 
rapid development of  infrastructure in 
Kazakhstan particularly, including major 
ports adapted for a rail corridor, plus there 
are plans for investing in a European standard 
rail gauge to run from the Caspian Sea to 
China, making a reality of  direct connections 
between ports such as Hamburg or Rotterdam 
in Europe and coastal ports in China.     

machine.
While imports to the US are clearly 

suffering, the export story has been much 
better, particularly when it comes to Asia, 

as the weak dollar helps US companies ride 
into new markets and achieve better sales. 
Compared with 2006, boxed imports at the 
ports of  Los Angeles and Long Beach, the 

two busiest ports in the US, remained flat 
at 8.1m containers in 2007, while exports 
grew by more than 18%, to 3.2m containers 
from 2.7m.     
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Lufthansa Cargo and DHL will launch a 
new global air cargo carrier with aims to 
grow into one of the top five cargo carriers 
in Europe.  Each company has a 50% stake 
in the new carrier, AeroLogic, which will 
be based in Leipzig/Schkeuditz at Leipzig/
Halle Airport.

The new airline will have a grey and 
yellow corporate identity and will launch 
services with Boeing 777-200LRFs in the 
summer of 2009. “The successful completion 
of the leasing agreement for the first eight 
Boeing 777-200LRFs marks an important 
milestone,” said DHL Aviation CEO Charles 
Graham. 

The first four aircraft are scheduled 
for delivery in 2009. “That will enable us 
to gradually build up AeroLogic’s route 
network. Four more freighters will follow 
in 2010, a further two in 2011. And we 
plan to add a reserve aircraft to the fleet in 
2012.”    

UAE hubs compete for business
A new airport, built mostly for freight 
handling, is to be developed at Ajman in the 
United Arab Emirates (UAE). Scheduled for 
completion by 2011, the US$3.3bn facility 
will be built in two phases on an area of 6m 
sq m in the city of Al Manama. 

Phase one, which will last 18 months, will 
see construction on the main terminal building, 
runway, cargo bunker and aircraft maintenance 
workshop, and will  also encompass  
an aviation school facility, a free zone, and 
a commercial area with 90 towers and 
residential areas. 

It’s understood that some 65% of the 
flights at the new facility will be cargo flights, 
with the airport designed to help the Emirate 
tap the substantial supply chain hubbing 
ambitions of the Middle East.  Aside from 
its ports, Ajman has not contributed much 
to the region’s massive cargo industry, with 
the Emirate only contributing between 1% 
and 2% of the UAE’s gross domestic product 

(GDP). The UAE is responsible for 45% of all 
cargo activity in the Middle East region. 

Meanwhile, Bahrain is undertaking a 
major expansion programme at the Bahrain  
International Airport as part of efforts 
to position itself as one of the main air 
and sea cargo handlers in the region. 
The project, dubbed the Cargo Oasis, will 
upgrade the cargo handling facilities to allow 
1m tonnes of freight to be moved annually. 

Under the planned expansion, 27 large 
cargo freighters will be able to be handled at 
once, while transport links will allow for quick 
clearance from the facility. 

The expansion of the airport is part of an 
integrated improvement of Bahrain’s cargo 
handling capacity, with the new $137m Khalifa 
bin Salman port due to become operational in 
July this year and upgrades to the kingdom’s 
existing port of Mina Salman. Both facilities are 
under the control of the Netherlands-based 
APM Terminals, which won a 25-year contract 

to run the facilities in November 2006.
Another boost for the kingdom’s cargo 

handling credentials came from logistics 
giant DHL. In early January, the company 
completed the transfer of its aviation regional 
head office to Bahrain. The new office will 
serve not only the immediate Gulf area but 
will also cover DHL operations in Eastern 
Europe, the Middle East and Africa.

But Bahrain faces stiff competition in the 
race to become the region’s cargo handling 
hub. The first stage of Dubai Logistics City 
(DLC), a component of the $33bn Dubai 
World Central airport and development 
project being constructed in the emirate, is 
due to start operations later this year.

Designed to be a fully integrated logistics 
and multi-modal transport centre, the DLC is 
being promoted as the region’s main cargo 
handling base, combining land, sea and air 
links along with massive infrastructure and 
dedicated business and storage facilities.    

AeroLogic to 
launch in 2009

The Asian Development Bank is making 
its first investment in the Chinese airport 
business with a US$50m equity investment 
in HNA Airport Holding Group - a private 
company primarily invested in airports and 
airport operations in the country.  The project 
will support HNA Airport Group’s expansion 
plan to privatise, rehabilitate, upgrade and 
operate small and medium-sized airports 
in the less developed central and western 
regions of China. 

The project is designed to help ease 
financial constraints faced by provincial 
and municipal governments in China by 
rallying private sector funding for airport 
development.

Sherwin Pu, investment specialist of ADB’s 
Private Sector Operations Department said: 
“Private sector participation accompanied by 
funding and experience is clearly needed in the 
development of the airport sector in the country, 
especially in the central and western regions.”

Experienced foreign operators focus on 
large airports in the coastal regions to create 
synergies with their existing operations 
and minimise investment risks. As a result, 
potential investors and operators of small-
and medium-sized airports are likely to come 
from the domestic side of the industry. 

But local industry members are typically 
new with limited financial resources, and this 
constrains their capacity to develop a large 
number of projects. 

The PRC’s air cargo transportation 
turnover, measured in freight ton-kilometers, 
is expected to increase at an annual rate of 
10.5% during 2007-2026.  

As of the end of 2006, the country had 146 
civil airports in operation. The government’s 
11th Five-Year Plan (2006-2010) requires the 
construction and expansion of some 60 airports, 
mostly in the western region. Some $17.7bn in 
capital expenditure is needed for civil airports 
under the 11th Five Year Plan.     

Investors move into fringe 
airports in China



Vision by Cargolux

Lasting partnerships in air cargo are 
only viable with an airline that invests 
heavily in the future needs of its 
customers. An airline that operates the 
newest, most economical aircraft, that 
values its staff as its most important 
asset and that runs the most powerful 
cargo management software available. 
An airline that has mapped its long-term 
development in the air freight market. 

With Cargolux you gain a partner that 
supports your forwarding needs today, 
tomorrow and for many years to come. 
An airline with a vision. 

Cargolux. 
Cargo First.

www.cargolux.com

Cargolux Airlines 
International S.A.
Regional Office Asia Pacific
Units 615-616 
Concordia Plaza - North Tower
1 Science Museum Road 
Tsimshatsui East
Kowloon - Hong Kong 
Tel: +852 2736 7832 
Fax: +852 2730 5137
Email: hkg@cargolux.com
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The Subic Bay Freeport entered into an 
agreement with Dubai’s Jebel Ali Free Zone 
Authority (Jafza) for the creation of a logistics 
hub in the former US naval base of Subic Bay 
in the Philippines.  

Jafza, a unit of international marine 
terminal operator Dubai World, will invest up 
to US$250m over the next three to five years 
in the freeport, located 50km northwest of 
Manila. The agreement was signed during 
the official visit of Philippine President Gloria 
Macapagal Arroyo to Dubai in January. An MoU 
between Jafza and the Subic Bay Metropolitan 
Authority (SBMA) has also been signed. 

Salma Hareb, CEO of Jafza and Economic 
Zones World, said the strategic location of 
Subic Bay coupled with the Philippines’ sound 
economic policies gave Subic a “genuine edge” 
as an investment area because of its Freeport 

Jebel Ali FZ invests in Subic Bay
status and proximity to Asian markets.  
“The Subic Bay Freeport fits well in our 
agenda of forming beneficial alliances and 
expanding operations to vital business 
destinations around the world, as well as form 
a truly global logistics network,” she said. 

It’s understood Jafza will create a modern 
logistics facility by upgrading and linking several 
existing facilities within the Subic Freeport.

Under the MoU, Jafza will lease and 
develop the Boton Wharf which has an 
existing fertilizer terminal, as well as 
parts of the Subic International Airport, 
and the Technopark industrial zone. 
Subic Bay used to be the largest US naval base 
in the Pacific until it was transferred back to 
the control of the Philippines government 
in 1992. It has since been converted into a  
freeport, industrial zone and tourism centre.

Written off as weak competitors to Chinese 
ports, most analysts and pundits had 
dismissed prospects for Korea’s ports sector. 
Even the government had seemingly lost 
heart in the nation’s ambitions to create 
a north Asian hub, urging that Korean 
companies instead invest in emerging 
markets such as India and Vietnam.

A December 2004 report by Ministry 
of Maritime Affairs and Fisheries had 
announced that the container cargo 
volumes at Incheon Port decreased by a 
staggering 1.2m teu from 2000. At the time, 
the Ministry had scrapped a plan to build 
Incheon New Port, a painful judgment for 
those involved in Incheon Port and anyone 
with anything to do with the city.

A second independent study by external 
consultants found that cargo volumes 
actually justified the expansion despite 
s e v e r e  c o m p e t i t i o n  f r o m  K o r e a’s 
other ports and migration of business to 
China. The notification on “the tender for 
outsourced basic study on Incheon New 
Port Container Terminal Stage 1-1” has now 
been posted, and one 4,000 teu berth and 
five 2000 teu berths are set for completion 
by 2012.

At present, Incheon Port can only 
handle ships of up to 3,000 teu whilst 

The reprieve and renaissance of Incheon Port 
competing with north China ports which 
all are fully equipped with the facilities for 
8,000 teu tonnage. The government has 
adhered to the two port system policy 
that supports Busan Port and Gwangyang 
Port while putting Incheon Port at the 
sidelines in light of financial support. 
PSA-invested Incheon South Harbour 
Container Terminal (ICT) will see the second 
stage wharf and yard facilities completed 
this coming June and start to operate them. 
The completion of these facilities means 
a total of 600 metres of wharf facilities, 
allowing three container vessels to berth at 
the same time.

ICT could only handle one container 
vessel at a time until it added a second berth 
in November 2007. ICT’s third stage project 
that is scheduled to start at the end of this year 
aims to be completed by 2010 bringing 
capacity to 1.5m teu on a yearly basis. The 
terminal’s president, Tan Laisung, said “ICT will 
provide highly-advanced terminal services 
that will lead to enhanced productivity and 
reduce berthing time.” 

Meanwhile, Incheon’s new city of Songdo 
has been selected by the government to be 
developed into a state-of-the-art medical and 
welfare complex by 2020, a project worth 3tn 
won (US$3bn) in government investment. 

Two other new development districts 
in Incheon include Yeongjong, which will 
become the third city in the world after 
Nagoya, Japan, and Shanghai, China, to 
operate a municipal-scale magnetic levitation 
high-speed ground train system. 

About 450bn won is going into building 
110km unmanned high-speed ground train 
system. A 7km trial line will be completed by 
next year, with construction set to be in full 
swing in 2009. Completion is eyed for 2011, 
with trial runs to begin in 2012. 

Cheongna District will focus on robotics 
technology and serve as a robot theme 
park. The district plans to build Robot Land 
between 2009 and 2013. The federal and 
the municipal government are each putting 
up 60bn won; Korea Land Corporation is 
investing 79.4bn won; and private investors 
will spend a total of 587.2bn won. 

The project will feature a roller coaster, an 
exhibition, an aquarium and a sports stadium, 
each with a robot theme. It will also house a 
robotics research and development centre, 
a shopping mall with plenty of robotics, 
and even a small town featuring robot 
technologies.  To top off the projects in the 
three areas of the IFEZ, ubiquitous wireless 
network systems are scheduled to be installed 
by 2014.    

Meanwhile, Harbour Centre Port Terminal, 
Inc., one of the Philippines’ largest port 
operators, is looking to raise up to $73m from 
a planned initial public offering in the second 
half of the year. 

In a recent talk with local reporters, 
Harbour Centre chief executive officer Michael 
Romero said that proceeds from the IPO will 
fund the company’s expansion locally and 
overseas. Harbour Centre is believed to be 
looking at investing in ports in Indonesia and 
the Middle East. The company already has a 
partnership with Singapore-based Overseas 
Port Management Pte Ltd which operates two 
container ports in the Middle East.

Harbour Centre, which operates a 15 
hectare multipurpose terminal at the Port of 
Manila,  is controlled by businessman Regis 
Romero.     
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Gwangyang Free Economic Zone 
att rac ted some US$490m in 
investment last year. The port suffered 

a decline in container throughput but realised 
significant progress in building up a broad 
supporting logistics infrastructure. 

Gwangyang 
searches for its 

supply chain niche
An eventful 2007 at one of Korea’s key supply chain hubs 
saw container throughput drop over the previous year, but 
infrastructure, education and industrial investment climb. 

Matthew Flynn provides an update on the latest developments 
at what many consider the country’s upstart hub

Construction has started on the 
FEZ’s Sindae hinterland complex and the 
Hadong and Hwayang districts, phase 3-
1 of the Gwangyang Container Terminal 
was completed and the port achieved  
designation as both a London Metal Exchange 

port to deal in plastics, and a bunkering 
port for the US Military Sealift Command.  
Inbound cargo for Gwangyang Port in 
2006 was 630,941 teu and outbound was 

❝The u-IT Institute of the 
Gwangyang Bay Zone, 

established to develop the 
IT industry and enhance 
IT R&D capabilities in the 
Gwangyang Bay Zone, is 

researching and developing 
basic and applied 

technologies for RFID 
manufacturing and logistics 

to advance the region’s 
base manufacturing 

industries such as steel and 
petrochemicals as well as 
Gwangyang Port’s logistics 

sector.
❞
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A consortium including Bouygues 
Travaux Publics, the public works 
subsidiary of French construction 

and civil engineering company Bouygues 
Construction, Hyundai, CMA-CGM, the 
Busan Port Authority and Macquarie Korea 
Infrastructure Fund won a 30-year concession 
to build and operate one of the four terminals 
of the new container port in Busan for 
US$1.03bn. 

Construction work on the new terminal 
begin at the beginning of January. The 
terminal is expected to be completed by the 
end of 2011. 

Busan’s new port 
expands operations 

576,460 teu, with a transhipment total of 
447.540. In 2007, the inbound amount was 
698,727, while the outbound totalled 697,765 
with a transhipment amount of 307,041.

Port authorities are looking to the Free 
Zone to boost throughput in the medium 
to long term, while it is also expected that 
spillover business will come from Busan. 

In 2020, when all of the industrial 
complexes attached to the 90sq km 
Gwangyang Bay Free Economic Zone are 
finished, it is expected that 40% to 50% of 
the containers handled by the port will come 
from resident companies. The 2020 target 

The new port is replacing the old one in the 
central part of the city. Over the course of 2007, 
the facilities of one of the other major operators, 
DP World, saw three major carriers arriving as 
operations gradually migrate from the old port.  
CSAV started calling at the Dubai port 
operator’s PNC (Pusan Newport Co) from Aug 
2007. Maersk also arrived in 2007, bringing 
700,000 teu, and Zim’s remaining business 
(three strings with 200,000 teu) shifted over 
in January 2008. Together, these carriers, with 
anchor client UASC and several others, are 
projected to bring 2008 volumes at the new 
port to 1.7m teu. 

Total BNP volumes in 2007 amounted to 
581,603 teu, which was relatively balanced 
between inbound (162,704 teu) and outbound, 
(153,781 teu), while transhipment was 265,118 
teu.  M H Kim, commercial director of DP World 
Korea/BNC called the port, “the biggest and 
most efficient container terminal in Korea 
with state-of-the art equipment and the most 
developed information technology, by which 
BNC has been functioning as the safest and 
fastest container terminal.” 

The port is also backed up by an adjacent 
1m sq m logistics support area in the FTZ with 
about 30 warehouses, two of which have 
been in operation since 2007. Seven more will 
be in operation during 2008, and the rest will 
be completed by 2009. 

“Our new port is well protected and has 
16 to 17 metre water depth, so vessels over 
10,000 teu can be accommodated without 
any problem,” said Kim.     

for Gwangyang Port is to have 34 container 
berths with a handling capacity of close to 
12m containers per year.

According to Jose Ramon Rosal, 
marketing director at the Gwangyang 
Bay Free Economic Zone, throughput will 
also come from spillover out of its busier 
neighbour. 

”Gwangyang Port can compete with 
Busan port by offering faster service because 
of its large capacity. [The port] is also 
developed as a completely independent port 
from the city. Busan … has been developing 
over time in a very large city and that makes 

problems for inbound containers that need 
to be moved to the capital area as they need 
to be transported through town,” he said.   
Three more super-postpanamax berths 
finished in 2008 will bring the total 
number of berths to 19, capable of handling 
5m teu. A second port rail station is also to be 
opened this year.  

Gwangyang port is already a steel 
industrial cluster with Gwangyang Steel 
Works, Hyundai Hysco, and a POSCO plate 
factory. The 19-story World Marine Center, 
Gwangyang Port’s centre of comprehensive 
port operations and most dramatic landmark, 
was completed in May 2007.

The Zone is also setting itself up as an 
education and training centre for supply 
chain and logistics. STC-Korea, a branch of the 
world-renowned Dutch college specialising in 
shipping and logistics, opened in September 
2007 and will start offering a master’s degree 
program in shipping and transport from 
March 2008. 

Meanwhile, the u-IT Institute of the 
Gwangyang Bay Zone, established to 
develop the IT industry and enhance IT R&D 
capabilities in the Gwangyang Bay Zone, 
is researching and developing basic and 
applied technologies for RFID manufacturing 
and logistics to advance the region’s base 
manufacturing industries such as steel and 
petrochemicals as well as Gwangyang Port’s 
logistics sector.     
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Busan town layout and infrastructure

SHIPPING
INSTRUCTION
S MADE EASY
With INTTRA ACT SI, submitting shipping
instructions (SIs) to your ocean carriers just got
faster and easier. With INTTRA, your carriers
receive shipping instruction data electronically.
There is less chance for error, so you get your
bills of lading faster!

o  Reduce Data Entry with our "1 Click"   
copy & paste from Excel feature

o  Easy-to-use, web-based application 
for transmitting SI data to ALL your 
ocean carriers and NVOCCs

o  Work the same way only faster
o  Connect directly to your carriers, 

trading partners and co-workers, 
getting your B/Ls sooner

o  Make sure your SIs make the cutoff

For more information and a free online
demo, visit www.inttra.com.

SI DON'T MISS 
THE BOAT!
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“Collaboration” is one of those 
concepts that is over-used and 
over-worked in the supply chain 

vernacular. The reality is that for any product 
(or service) category in a given market, 
it is very unlikely that more than 25% of 
customers at best will have truly collaborative 
buying values. By this I mean that they 
genuinely seek close relationships with their 
key suppliers; tend to single-source; are brand 
loyal; will share information freely; are price 
tolerant; and above all are forgiving in the 

way they tolerate failures to supply.  
In other words, the perfect customer 

profile. Yet what do many suppliers do? They 
ignore these sometimes suffering customers 
as they relentlessly pursue other more 
demanding  customers who have none of the 
virtues listed above. Worse still, suppliers take 
advantage of their loyal customers by using 
them to cross-subsidise their more costly 
efforts in servicing demanding customers.  

De-bunking some of the myths
In the early years of ‘Lean’ manufacturing, 
as introduced and practiced by Japanese 
manufacturers, it was taken for granted that 
suppliers would collaborate in the systematic 
joint effort to eradicate cost, rather than just 
move it up and down the chain. This was a 
given, and all the parties to these selective 
arrangements benefited. 

However, as globalisation took hold 
and supply chains became longer and 
more complex, something was lost in the 
translation. Today, while there are still supply 
chains where the parties collaborate, there 
are also many other supply chains where this 
is not the case. Indeed, various generic types 
of supply chains co-exist in parallel to provide 
different supply experiences for customers in 
the same market. 

In my book, Living Supply Chains, I 
make the distinction between those market 
situations where customers are genuinely 
collaborative, and those that are not. Why? 
Because you have to recognise which is which 
and deliver different value propositions via 
different network configurations. We are now 
operating in a world where nuances make 
the difference between success and failure, 
operationally and financially, and you ignore 
this reality at your peril. To avoid confusion, 
I have labeled those supply chains where 
true collaboration exists as ‘Continuous 
Replenishment’.

truly ‘collaborative’ supply 
chain configurations
The cultural value that is treasured above all 
others in a truly ‘collaborative’ supply chain 
is trust, which in turn leads to close working 
relationships for mutual gain. Information 
is shared freely; long-term stability in the 
relationship is actively sought, and strategic 
partnerships are forged for mutual benefit. 
This is the much sought after ‘collaborative 
zone’, and it is a condition that inevitably 
takes time and patience to develop.

Collaboration in 
supply chains - the 
myth and the reality
By Dr John Gattorna

supply chain - strategy16
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However, it is also a condition that 
depends almost wholly on the ’alignment’ of 
cultures between buyers and suppliers, rather 
than anything more tangible. This is the part 
where many executives are either out of their 
depth or simply in denial about. 

Why,  because they either  don’t 
understand or don’t want to delve into this 
abyss where all the ‘forces of darkness’ exist, 
in their own organisations. I have always said 
that this is the area we should be focusing on 
rather than getting carried away with Porter’s 
competitive analysis. In reality, there has been 
an unhealthy preoccupation with competitors 
and studying competition, often to the 
point of paranoia, and this has distracted 
executives from looking more deeply at 
the internal cultural capability of their own 
enterprises, where progress and 
greater understanding is going to 
bring greater returns for the time, 
effort, and money invested. We 
will not be able to go to the next 
level of supply chain performance 
until this mountain is climbed and 
conquered.

the unique sub-culture 
of collaboration
The key is to identify which customers 
have truly collaborative values, and treat 
them as a separate segment to the rest in 
your customer base. Unilever’s former CEO, 
Anthony Burgmans got it right when he said, 
in effect, that you should only collaborate 
with those customers and (suppliers) who 
genuinely want to collaborate. For the rest 
you do whatever you have to do, but don’t 
waste your time trying to be collaborative 
- it is too wasteful on resources, and goes to 
the heart of my observation  that too many 
suppliers are over-servicing some customers, 
and under-servicing others, and have no idea 
which is which!

So how do we shape the appropriate 
internal culture to drive Continuous 
Replenishment supply chains towards 
those customers who genuinely seek a 
collaborative relationship? It involves a 
unique combination of standard resources 
as follows:
n set up a series of multi-disciplinary 

‘Account Clusters’  that dedicate all their 
attention to specific clients, or groups of 
clients;

n select personnel for these teams such 
that the net bias in each team is one of 

empathy for customers and stability of 
the relationship;

n put standard Customer Account 
Management processes in place;

n underpin these processes with selected 
technologies  such as  Customer 
Relationship Management (CRM); Vendor 
Managed Inventory (VMI); and other 
customer-friendly point applications. This 
is the right place to use such systems, but 
be warned that they are not as effective in 
other situations where customers do not 
display genuine collaborative values;

n develop two or three Key Performance 
Indicators (KPIs) that will help you keep 
key customer (or supplier) relationships 
on track, eg, length of time the customer 
has been buying from you; the share  of 

the customer’s wallets in a particular 
product category. Other KPIs such 
as forecast accuracy and Delivery-in-
Full-on-Time-Error-Free (DIFOTEF) are 
simply taken for granted in this type of 
relationship.

n incentives for internal staff should focus 
on schemes that encourage participation 
and sharing within the serving team - 
there is little place for individual egos in 
this sub-culture;

n job designs have to be consistent with the 
incentives and involve a lot of discussion 
and consensus - fortunately there is 
the time available for a lengthy process 
with this type of customer because they 
themselves don’t like quick action and 
surprises.

n there is a lot of personal face-to-face 
communications within the Account 
clusters;

n the focus of most training is on team-
building; 

n the personnel recruited to Account 
clusters are carefully selected on the basis 
of the ‘Feeling’ (or F) dimension in their 
Myer Briggs Type Indicator (MBTI); and

n leadership of the Account clusters will 
typically be quite traditional in that 

everything is done by the book, and 
stability of the relationship is regarded 
as paramount. 

In other words, the internal clusters that 
service collaborative customers, across all 
disciplines, have to ideally reflect the same 
values as the customers that they serve.

‘requisite collaboration’ - a more 
accurate Descriptor
So ‘collaboration’ is a condition that is 
definitely not for everyone. I prefer to think 
in terms of ‘requisite’ collaboration, ie, where 
you collaborate as much as, or as little as, 
a particular customer wants or deserves. 
In this way you avoid a lot of costly over-
servicing. Once you have identified the 

truly collaborative customers in 
your marketplace you can take a 
minimalist approach to contracts, 
and focus more on non-binding 
Memoranda of Understanding 
(MoUs) that provide guidance for 
engaging each other but in the 
end rely on trust. And it works. 
Research I did in Asia Pacific in 
2003 clearly showed an inverse 

correlation between the performance of 3PLs 
in situations where they were locked into rigid 
and complex contractual arrangements. 

So too, as we move beyond traditional 
buyer-seller relationships and 3PL-style 
supplier relationships, to more complex 
new supply chain business models (such as 
4PLs), it is going to be vital that the partners 
selected to join supply chain consortiums 
and joint ventures, are culturally aligned from 
the outset.

a technique to consoliDate 
collaborative relationships
One technique I have developed over the 
years to help foster collaborative relationships 
is ‘Strategic Partnering. This is a process 
I have written about at length in Living 
Supply Chains, and involves developing 
enduring corporate relationships based on 
understanding and shared knowledge. The 
process takes its name from developing and 
maintaining a strategic ‘fit’ between the goals, 
capabilities, and market opportunities of both 
buyer and seller organisations involved in a 
particular situation. The two parties commit 
to a unique but not necessarily exclusive 
relationship - that is key, and it works!     
*John Gattorna, Living Supply Chains, FT Prentice Hall, London, 2006

 }The cultural value that is treasured above 
all others in a truly ‘collaborative’ supply chain 
is trust, which in turn leads to close working 

relationships for mutual gain. 

~
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Environmental 
consciousness is  now changing to 
environmental pro-activeness. Businesses are 
discovering that it makes good commercial 
sense. Boards are asking management to 
review their policies related to environmental 
norms not only to bolster their corporate 
social responsibility aims but also because 
consumers are asking for it. It is widely agreed 
that consumers will increasingly prefer to 
buy more and even pay more for products or 
services provided in environmentally sound 
manner. 

However our research has revealed four key 
additional points:
a) Companies are still primarily focused 

on environmentally conscious internal 
production. Any company can become 
totally carbon neutral by outsourcing 
all its production. Shifting the carbon 
producing activity up or down the supply 
chain does nothing more than hide the 
dirt under the carpet. A holistic approach 
to carbon management is required, and 
is provided by adoption of green supply 
chain methodology. 

b) Environmental pro-activism is generally 
assumed to come at an additional cost 
to corporations. It is widely thought that 
going green is expensive. On the contrary, 
our modelling indicates that adoption of 
Green Supply Chain methodology should 
result in overall cost reduction if it is done 
in a thorough and logical manner. 

c) Most business models are still focused 
on growing the volume of their current 
goods or services offering to increase 
profits. A change in this focus towards 
providing customer end outcomes 
can not only reduce the impact on the 
environment, but secure and/or increase 
market share whilst also improving 
profitability. 

d) Well beyond mainstream business 
thinking on environmental impact 
of technology, our discussions with 
Professor Ernst von Weizsacker (co-author 
of the book “Factor Four – Doubling 
Wealth, Halving Resource Use” with 
Amory & Hunter Lovins) highlight a 
radical concept aimed at doubling 
wealth whilst concurrently halving 
resource consumption through an 
innovative technological push. The 
implications for Green Supply Chains, and 

How Green is 
your Supply 
Chain? 
Five fundamental questions that every 
environmentally pro-active CEO needs 
to ask about their supply chains

By Vivek Sood and Tony Fedorowicz*
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for business performance more generally, 
are staggering. However, in the rest of 
this article, our conclusions are based 
on current technological limitations; the 
“Factor 4” thinking and its associated 
technological push would multiply the 
benefits significantly, if brought into 
practice.

So it is clear that a move to Green Supply 
Chains is not only necessary for sound 
environmental management, but also 
profitable for sound financial management. 
How can companies start making the move? 
From our research and practical work in 
this area, we believe the following five 
fundamental questions would help focus the 
discussion and crystallise the action plans in 
the right direction:

1. What are the tangible and intangible 
benefits of moving towards a Green 
Supply Chain? 

 In our experience these benefits are 
frequently neither fully explored, nor 
adequately quantified. Even where 
a robust analysis can be carried out, 
analysts tend to either ignore some of 
the potential benefits, or find it hard to 
analyse their full impact on business. 
As a result, the overall benefits do not 
get adequate attention at board level 
to generate enough interest to release 
budgets that are necessary to create the 
transformation. 

 In one company we know (a large global 
industrial and building products company 
with revenues in excess of US$5bn) 
the task of exploring opportunities in 

Green Supply Chains was handed over 
to a senior executive as an additional 
job over and above his regular job, 
without any funding, clear direction 
or expectations. In a situation like this 
(which is very common), all the potential 
benefits cannot be fully understood 
and agreed by the key stakeholders, 
resulting in understaffed projects, and 
poor implementation. 

 Our research has found that without any 
new technologies being utilised, just a 
move to Green Supply Chain can reduce 
costs by 5-20%. The adoption of new 
technologies, however, can take cost 
reductions to a whole new level. 

 In addition, by raising their Green 
credentials  amongst customers, 
employees, government authorities and 
other stakeholders, companies also move 
rapidly towards ensuring a sustainable 
and successful future. 

2. What are the costs – both direct, and 
indirect? 

 This is the flip side of the question 
above. For the same reasons, while 
companies have vague ideas of the 
costs, these are rarely fully explored and 
analysed. In our experience, these are 
also frequently exaggerated because 
of uncertainty surrounding many of 
the costs. While all costs have a certain 
amount of uncertainty, and there is 
general tendency to allow a buffer; our 
research finds that costs of going green 
are generally more uncertain, but the 
buffers allowed are disproportionately 
higher. 

 The indirect costs are generally the source 
of most complications. It is really hard 
to estimate costs of process changes, 
disassembly lines planning and set-up, 
waste collection and recycling modeling, 
additional research and development, 
inventory reduction, green supply chain 
modeling etc. Once each one of these 
systems is fully functional, the costs 
will follow a predictable experience or 
learning curve pattern, but it is difficult 
to predict the transitional costs, and 
these make the analysis complicated 
and perhaps insurmountable for many 
project teams. 

 Our research indicates that direct and 
indirect costs associated with Green 
Supply Chains are substantial but can be 
fully funded and more than offset by the 
benefits they generate.

3. What influence do we have over our 
suppliers, their suppliers and our 
customers (especially the party with 
the most power in the supply chain) 
that would allow us to jointly work 
together and move the supply chain 
towards a green supply chain? 

 This question is easy to answer because 
most pragmatic managers have a good 
idea of the relative power balance in 
their customer-supplier relationships. 
While occasionally the influence is 
underestimated or overestimated, in 
general we found that just asking this 
question helps focus the action in the 
right direction. 

 Many corporations have now started 
to break intra-organisational silos to 
start thinking in terms of end-to-end 
supply chains within their companies. 
However, thinking holistically outside the 
boundaries of corporations, when applied 
to Green Supply Chain methodology can 
yield some outstanding results. Under 
this primary question, a few additional 
secondary questions will help sharpen 
the focus even further to create the 
clarity, impetus and momentum towards 
positive plan and action.

 Clearly, the entity which has the most 
influence over an end-to-end supply 
chain is best positioned to create the 
clarity and impetus towards the Green 
Supply Chains. 

 For example in the retail supply chains, 
most retailers such as Tesco or Walmart 

} It is widely thought that going 
green is expensive. On the contrary, 
our modelling indicates that adoption 
of Green Supply Chain methodology 
should result in overall cost 
reduction if it is done in a thorough 
and logical manner. ~
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are best positioned to exercise this type 
of influence. On the other hand, in the 
automobile supply chains, retailers have 
far less influence than the manufacturers. 
In each supply chain, the entity which 
has the most influence needs to be 
encouraged to think holistically, in the 
interest of all parties that form part of that 
supply chain. 

 It is perhaps also clear why this crucial 
question can only be answered after we 
answer the two questions that come 
before it. Once the benefits, costs and 
influences are clearly enunciated, defined 
and analysed, it is much easier to have an 
informed discussion with the party that 
‘controls’ the supply chain. A corollary 
to this discussion is how to distribute 
the costs and benefits of movements 
towards Green Supply Chains. Unless 
all the incentives are properly aligned, 
some parts of the supply chain will end 
up sabotaging the overall Green Supply 
Chain project.

4. How will we communicate and measure 
our progress towards the green supply 
chain to the key stakeholders? How 
will we engage them?

 A new road needs new milestones. 
Traditional supply chain or financial 
measurements would not suffice in this 
case. We found several companies have 
started to make some progress towards 
vague environmental goals defined 
in terms of carbon impact reduction 
without clear definition of four or five 
key measurements that relate to supply 
chains at all levels. 

 Not only were the measurements not 
clearly defined, even the traditional 
KPIs that were adapted for the purpose 
could not be uniformly and easily 
accessed by the key personnel who 
needed the information.

 A typical Green Supply Chain project 
has far more stakeholders than any 
other transformational projects inside a 
corporation. Besides internal staff, key 
suppliers, customers, and even public, 
media, regulators and government are 
all stakeholders in a transformation of this 
nature. A well thought out stakeholder 
engagement strategy,  di l igently 
executed, that includes clear and regular 
communication is essential to success.

About the Authors

The authors co-wrote with Dr. Wolfgang Partsch 
a recent strategic report titled “Green Supply 
Chains – A CEOs handbook” which is a seminal 
and comprehensive text on the subject of Green 
Supply Chains. 

For further information, please contact the Editor 
at turloch.mooney@supplychainasia.com
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Vivek has served dozens of world-wide 
companies in nearly 70 projects, most of 
them as a project manager in diagnostic, 
conceptualisation and implementation of 

5. What barriers to Green Supply Chains 
can be expected and how can these be 
overcome?

 There are several categories of barriers 
to Green Supply Chains and these 
include legislation conflicts, inadequate 
or misaligned stakeholder incentives, 
lack of environmental norms and tools, 
lack of resources, and high costs of 
implementation and technology. Within 
each of these categories there are several 
specific components, making the total 
number of potential barriers quite 
formidable and daunting.
Like in any other change initiative, 

barriers can be overcome through a properly 
structured, comprehensive and phased 

supply chains, including Green Supply Chains. 
He has written a number of path breaking 
articles and commentaries published in 
respected journals and magazines. He has 
also spoken at several conferences, forums 
and workshops on leading supply chain issues, 
including Green Supply Chains.
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Tony has over 20 years experience as a supply 
chain practitioner and thought leader in several 
world leading Australian and international firms. 
He has worked in a variety of industries that 
include mining services, chemicals, consumer 
products, lifts, animal health, gaming machines, 
pharmaceuticals and lubricants.

His previous roles have embraced strategic, 
tactical and operational management as well as 
substantial end-to-end supply chain process 
and business improvement initiatives including 
lean six sigma master black belt and general 
management in supply chain.     

migration strategy. A “Big-Bang” approach 
is not recommended. Rather, each major 
project stream is dealt with in series of phases 
that cover detailed analysis, design and 
implementation, and organisation change 
management. Time and care should be taken 
on the first phase to ensure its success and 
the ability to leverage subsequent phases.

In summary, the leading organisations 
have started Green Supply Chain projects 
by asking some fundamental questions. The 
answers are illuminating their way towards 
innovation, profitability and sustainability. As 
is the case in all path-breaking endeavours, 
the first mover advantage is enormous, as are 
the challenges.     
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There is a sense that sustainability—the 
creation of environmentally responsible 
products and business practices—is 

a western, rather than global, priority. 
The reality, however, is that sustainability 
initiatives are a global phenomenon and 
that companies from around the world and 
around the Asia Pacific region are playing 
a vital part. In fact, Asia Pacific countries 
and economies are increasingly at the 
forefront of eco-friendly initiatives—either as 
initiators or as local hosts to vital, worldwide 
undertakings. 

A good example on the “initiator” side 
is Japan’s Panasonic, which spent six years 
and US$75m developing lead-free solder 
to connect parts inside its electronics.1 
Another is China Mobile’s “Green Initiative” for 
outsourcing system equipment, while saving 
energy and reducing emissions. 

According to a report from ChinaTechNews.
com, 15 manufacturers have signed on, 
including Alcatel, Huawei, Ericsson, Nokia 
Siemens, AIR-SYS Refrigeration Engineering 
Technology Company, Emerson Network 
Power, Harbin Coslight Group, Jiangsu 
Shuangdeng Group, Comba, Mobi Antenna 
Technologies Co., China GrenTech, Wuhan 
Hongxin Telecommunication Technologies, 
Zhongli Technology, Zhongtian Technology. 
and Delta-CIMIC Electronics.2 Lastly, many 
of India’s utility companies have banded 
together to create one of the world’s largest 
renewable energy programs. Approximately 
6% of the country’s electricity transmission 
grid capacity is based on renewables, 
compared to less than 1% in China and 
around 2% in the United States.3 

Asia Pacific countries are also becoming 
headquarters for vital initiatives launched 

Recent Accenture research 
shows that sustainable 
businesses outperform 
their peers by as much 
as 7%. Around the world, 
sustainable business 
practices are clearly coming 
to the forefront because 
they make good business 
sense, and governments, 
customers, shareholders and 
even employees demand 
them. Jeffrey Russell, 
managing partner, Supply 
Chain, Asia Pacific with 
Accenture, looks at the role 
of supply chain decision-
makers in sustainable 
business practices, and 
advises companies on how to 
“respond appropriately” to a 
more environmentally friendly 
business era

by multinational companies. General Motors 
recently announced plans for a new $250m 
corporate campus in the Pudong area of 
Shanghai that also will serve as home to the 
automaker’s Asia Pacific headquarters. The 
research facility will be a laboratory for the 
world—exploring alternative fuels as well as 
improving the fuel efficiency of GM vehicles 
sold in China.4 

Green is a global and corporate colour
The point, of course, isn’t that one region 
or another is leading the race to make 
sustainability profitable or marketable. There 
are simply too many variables to say that a 
particular company or country is ahead or 
behind. Multinationals, for example, may 
be better positioned than smaller entities to 
make change happen. But they also are under 
a great deal more pressure from retailers and 
end consumers (the ultimate influencers 
of corporate sustainability practices). To 
keep the customer satisfied, multinationals 
increasingly must emphasise sustainability. 

The point is, in other words, that incentives 
for “going green” have never been stronger, 
more global or more business-benefit driven. A 
recent global survey conducted by Accenture 
demonstrated this very fact by highlighting 
executives’ growing commitment to eco-
responsibility (Figure 1). 

Additional studies further explain 
the support that sustainability garners 
throughout the corporate and extended 
hierarchy:5 For example, 87% of Fortune 
1000 CEOs believe sustainability is important 
to a company’s profits. Nearly 90% believe 
sustainability will be a significant issue 
in the next three years, and 73% believe 
sustainability affords them cost-savings. 

Creating “Sustainable 
Supply Chains” in 
Asia Pacific

Consumers are equally emphatic: 91% say 
they would consider switching if they learned 
about a company’s negative practices. Ninety 
percent of consumers also say it is important 
for companies to be mindful of their impact 
on the environment and society. 

Shareholders have also signed on: 50% 
of those surveyed believe a company’s 
mindfulness about the environment and 
society makes them more likely to buy 
stock. And more and more investors are 
rejecting corporations that don’t proactively 
address long-term risks to their business, 
such as climate change, resource scarcity 
or regulatory imperative. Lastly, 75% of 
prospective employees (MBA students 
from top schools) are reportedly willing to 
accept a lower salary in order to work for a 
“responsible” company.

Looking at the situation through a 
different lens (Figure 2), it’s clear that 
sustainability initiatives have finally made the 
leap from a PR-driven, eco-friendly gesture to 
a business necessity that is driven by: 
•	 consumer/buyer	 behaviours:	 clean	

technology will become less expensive. 
Green products will move from niche to 
mainstream.

•	 compet i tor 	 behaviours : 	 hav ing	
sustainable offerings and operations 
will continue to grow as a competitive 
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requirement and leverage point.
•	 legislation:	GHG	 regulation,	materials,	

take-back laws and carbon trading will 
increasingly become mandates. Global 
business decisions are already steered by 
initiatives such as the Kyoto Protocol and 
Europe’s WEEE, RoHS and REACH initiatives. 
In Asia Pacific, China requires devices to 
carry power-consumption labelling. The 
country’s Cleaner Production Promotion 
Law, which promotes environment-friendly 
manufacturing, has been in effect since 
2003.6

•	 prices	 and	 availability:	 prices	 and	
availability of resources, land, fuels and 
minerals will rise due to climate change 
impact and reduced availability. This 
will make conservation and reuse more 
attractive to business.

•	 talent:	regardless	of	industry,	more	and	
more companies need to demonstrate 
environmental and social results and 
commitment to attract the best people.

•	 social	 activism:	 social	 activists	 are	
moving from adversaries to partners 
as they become increasingly willing 
to work with corporations to consult 
on sustainabil ity issues.  A good 
example is private equity firm KKR, 
which partnered with environmental 
advocates during its buyout of Texas 
Utilities. In the process, plans for most 
coal plants were scrapped and replaced 
with wind and other clean energy.

Sustainability and the supply chain
Around the world, sustainable business 
practices are clearly coming to the forefront 
because: 1) they make good business sense, 
and 2) governments, customers, shareholders 
and even employees demand them. What may 
be less clear is how much these practices and 
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Figure 1

Figure 1 :  According to a 2007 Accenture survey, executives feel a responsibility to address climate change. At the same time, few  
    feel informed and confident of their ability to succeed in this arena.

environmental impact of a product or 
service throughout its life. 

•	 spearheading	the	development	of	new	
“green products and services.”

•	 thinking	“hemispherically,”	which	entails	
exploring new options for near-shore 
sourcing and manufacturing to reduce 
the company’s carbon footprint.

•	 identifying	and	collaborating	with	high-
risk	sourcing/manufacturing	partners	to	
overcome anti-green practices that could 
produce problems down the road. 

Principal benefits often associated with 
sustainable product design and manufacturing 
include improved designs, lower costs, 
reduced time-to-market, improved market 
position, reduced regulatory concerns, 
curtailed future liability and improved 
environmental performance. 

A second area is sustainable physical 
asset management, which involves extending 
green operations through greater adherence 
to power usage, water consumption, waste 
output, cooling and heating requirements, 
and lighting issues. 

A cornerstone of sustainable physical 
asset management is reassessing the 
composition, structure and mission of the 
supply chain network. With greater weight 
placed on sustainability issues, including 
new “green markets,” such a study could 
discover new ways to minimise or eliminate 
energy-intensive storage and manufacturing 
operations, reduce SG&A costs, reveal 
potential new revenue sources, increase 
return on current fixed assets, reduce travel 
times and raise truckload utilisation.

The final category is sustainable end-
of-product-life—supply chain initiatives 
relating to product reuse in secondary 
markets, recycling, reuse as raw materials 

initiatives depend on supply chain mastery. 
Supply chain leaders are certainly 

frontline players in the sustainability game. 
However they often struggle with a role that’s 
difficult to define or enact. For one thing, 
sustainability policies must begin at the very 
top of an organisation, with senior executives 
who genuinely believe that long-term 
economic and brand value are consistent 
with strategies that positively impact the 
environment and the community. How 
supply chains evolve is directly related to the 
philosophies and policies of top executives.

Once corporate leaders have signed on, 
supply chain decision-makers become key 
to interpreting, enacting and optimising 
sustainability initiatives. Their first tasks—
even before the boardroom blessing is 
secured—are to understand the sustainability 
forces acting on the organisation, analyse the 
potential effects of these forces, recognise the 
implied supply chain tradeoffs and begin to 
formulate high-level response strategies. 

Looking more closely, supply chain 
decision-makers can influence the end-
to-end supply chain with initiatives 
focused on sustainable product design 
and manufacturing—
d e v e l o p i n g 
e n v i r o n m e n t a l l y 
conscious products, 
production processes 
and services (Figure 3). 
Supply chain action 
items in this category 
could include: 
•	 p e r f o r m i n g	

product life cycle 
a s s e s s m e n t s  t o 
understand and 
s u b s e q u e n t l y 
o p t i m i s e  t h e 

Figure 2 : Sustainability has moved from being the purview of activists to a source of long- 
   term economic and brand value. (“CSR” = Corporate Social Responsibility)
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Accenture research shows that sustainable 
businesses outperform their peers by as 
much as 7%. Even if that were not the case, 
a critical mass of concerned governments 
and consumers has been reached, and most 
corporations have little choice but to respond 
appropriately.

What exactly does it mean to “respond 
appropriately?” As we have seen, supply chain 
innovation is key. But on a more macro-scale, 
Accenture has observed that sustainability 
can be an engine for shareholder and brand 
value if it is: 
•	 Aligned	with	business	imperatives,	such	as	

growing new business, optimising assets 
and protecting long-term business value. 

•	 Value-focused,	for	example,	via	emissions	
reduction, materials safety, waste reduction, 
land sustainability, water-use optimisation, 
energy reduction and social value. 

•	 Applied	fully	to	a	company’s	core	business	
areas of products and services, physical 
assets, operational execution, value chain 
and stakeholder influence. 

•	 Underpinned	 by	 rigorous	 strategic	
analysis, program management and 
performance measurement. 
And how does it all get done? As shown 

and waste disposal. A particularly large issue 
in this realm is packaging: seeking ways to 
reduce package content and increase the 
use of enviro-friendly (e.g., biodegradable) 
packaging materials. 

Another example is reverse logistics. 
Sophisticated	 (and	profitable)	 return/repair	
operations are nearly always those that excel 
logistically. Capabilities such as superior parts 
and service forecasting enable organisations 
to stock repair centre and move product 
and materials with greater efficiency, thus 
minimising waste and pollution. 

Each of the above three supply chain 
areas has real potential to enhance efficiency, 
support profitable growth and increase 
competitive differentiation. However, 
sustainable end-of-product-life could 
be the most impactful of all because of 
its relationship to current and imminent 
legislation. Companies that excel in this area 
will be less likely to run afoul of environmental 
and safety legislation; more in control of waste 
treatment obligations; better positioned to 
formulate waste-related service offerings 
and maintenance agreements; and far more 
prone to generate goodwill and loyalty by 
doing what’s best for the environment. 

The impact of critical mass
No one can or should argue against the 
social or environmental value of sustainable 
business practices. There is simply too much 
evidence that corporate behavior is a critical 
contributor to the health and well-being 
of the planet and its inhabitants. But until 
recently, there was some debate about 
whether sustainable business practices could 
actually result in a more sustainable business. 
But even that is becoming a given: recent 

Figure 4: Sustainability can deliver new ways to act on core business strategies and achieve high performance.

in Figure 4, Accenture has identified three 
operational levers—reduce, simplify and 
generate—each of which can provide real 
value. For example, to reduce dependencies 
on energy, companies can invest in green 
technology that requires less electric power 
to operate. They can also inspire customers 
to consume products in different ways. Take 
laundry detergent: Organisations often 
recycle plastic containers, but why not 
concentrate the detergent in the first place 
and offer smaller packages? 

In the area of efficiency, let’s take the 
detergent example again. Companies could 
reduce the carbon footprint of detergent by 
simplifying the process and offering refills in 
soft bags that weigh less, take less space in 
trucks and warehouses, and consume less 
transportation fuel.

 Lastly, sustainability can generate 
revenue. Many companies have jumped 
on the marketing bandwagon by offering 
“green veneer” at a premium price. This is 
neither sustainable nor profitable in the long 
run. However, companies that are “designed 
green” have been proven to generate higher 
returns, including the ability to sell surplus 
GHG emissions in the marketplace. 

Supply chain leadership and innovation 
will be needed to make these rewards 
happen. Chances are strong, in fact, that the 
health and wellbeing of people, societies, 
environments and companies will, in time, 
come to depend on it.     

1 “Electronics makers break out ‘green’ initiatives,” USA Today,  
 July 16 2007.
2 “China Mobile launches ‘green initiative,’” EE Times India,  
 December 11, 2007. 
3 “Achieving High Performance in an Era of Climate Change,”  
 Accenture, 2007.
4 “What’s good for GM may be developed in China,” Los  
 Angeles Times, October 30, 2007
5 Davos CEO Study, Pricewaterhouse Coopers Study, 2005.  
 Mark Albion, True to Yourself, 2006. 2002 Corporate  
 Citizenship Study, Marc Gunter, Faith and Fortune, 2006.
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and processes from a variety of sources.
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What if you could manage your 
business the way a head coach 
manages a professional sports 

team? You’d have the benefit of films to 
review past team performance, scouting 
reports on your upcoming contest, and a 
game plan with charts, graphs and stats that 
enable your team to execute flawlessly as you 
call the right play in any situation.

That’s the power of Integrated Business 
Management, “S&OP re-invented” so to 
speak. All sustainable businesses have a 
form of S&OP, of course; it’s just that some are 
better at it than others.  The major elements 
that vary, naturally, are the people (how well 
does the management team understand the 
concepts and principles?), processes (are they 
built upon sound principles?), and tools (is it 
all just a collection of spreadsheets?).

An important point is that Integrated 
Business Management isn’t only for 
manufacturing companies anymore.  One 
hundred percent service organisations 
such as Logistics Service Providers, Power 
Distributors, and Banks are in the game, too.

With truly effective Integrated Business 
Management, organisations achieve the 
following:
• Operate from a game plan that 

synchronizes demand, supply and 
financial information.

• Conduct management reviews of the 
business in less than three hours a 
month.

• Identify problems and opportunities early 
enough to take appropriate action.

• Ensure strategies and strategic initiatives 
are being effectively deployed.
The key point is that management teams 

should, “manage the forest, not the trees”. 
Operational systems such as ERP, master 
scheduling, and inventory management 
provide too much detail for management 
to act upon.

The notion of Sales & Operations Planning 
has been around as long as has business. 
Even the formal structure of the process 
with that label has been quite recognised for 
some twenty to thirty years.  So, the question 
is what is different about this re-invented 
version of S&OP?  It can be described in three 
key elements, as follow:

• Integration of Product Management 
– people have always assumed that 
you need to manage your portfolio of 
products and services but they haven’t 

By Barry Elliott, partner, 
Oliver Wight Asia Pacific

Sales & Operations 
Planning re-invented 

 }Integrated Business Management isn’t only 
for manufacturing companies anymore.  One 

hundred percent service organisations such as 
Logistics Service Providers, Power Distributors, 

and Banks are in the game, too. ~
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necessarily been managed formally nor 
integrated with demand and supply 
planning.

• “Hard-wired” integration with financial 
planning – we all know that, often, the 
financials are not necessarily based on 
the same thinking and planning as the 
operational side.

• Integration with the execution of the 
business strategy – traditionally, senior 
management has not looked to S&OP as 
the vehicle to deliver the results that are 
expected in the strategy.

First efforts are typically still focused 
on balancing volumes between Demand 
and Supply.  Second efforts then look to 
achieve true “integrated management of 
the business”. Tying this with a continuous 
improvement approach, identifying the root 
issues in a complex process like running a 
manufacturing, engineering and distribution 
business, requires the ability to change one 
variable at a time, and observe the results. 
You can’t do that effectively with basic, 
lower level processes of ERP or MRP systems 
because they typically provide no history 
and little or no ability to examine “what-if” 
scenarios.

Integrated Business Management, as a 
macro level business management process, 
provides the critical link between these 
operational systems and top-level planning. 
Management gains visibility into all the 
“moving parts” of its operations – demand 
forecasting, capacity planning, supplier 
relationship management, cash flow 
analysis, and product lifecycle management 
– at a level high enough to know what 
actions had a positive or negative impact on 

business performance and early enough to 
take appropriate action.

The logical question at this point is:  
which are these processes that need to be 
integrated? The answer is highlighted in the 
diagram; the three core processes of any 
organisation.

At the core of any organisation, these 
are the three processes that are executed, 
whether consciously or not. There is a 
demand for your goods and services 
which you must “manage”, you need to 
manage how you respond to and satisfy 
that demand, and you need to prepare for 
the future by developing new processes 
and products. We’ll explain what we mean 
by each of these, in turn.

CORE PROCESSES

MANAGING NEW ACTIVITIESMANAGING NEW ACTIVITIES

MANAGING DEMANDMANAGING DEMAND

MANAGING SUPPLYMANAGING SUPPLY

Managing New Activities - What is “new”?  
No matter what business you are in, you 
must plan for the future, of course, or you 
will ultimately fade away.  New Activities are 
the projects that are oriented to developing 
that future:  the new products, services, 
processes, skills, and so on. The need for 
these sorts of initiatives is well accepted 
but the problem is that they are often, most 
often, not well managed and not integrated 
with the other two core processes. The 
effects on demand itself, such as expected 
demand for new products, as well as the 
ability to manage demand, because people 
are busy working on projects, are key points 
of integration.  One must plan not only the 
activities but also the resourcing issues of 190mm x 60 mm

for more information,
visit us onlinewww.moduslink.com/discover

... to bring your products to market more quickly.
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the New Activities:  financial, physical assets, 
and people.

Managing Demand - The scope of Managing 
Demand includes activities like forecasting 
demand in both the short and long terms, 
controlling demand in the short term (where 
you must match demand to your ability to 
supply – in other words, sell what you’ve got 
and not something else or more!), planning 
demand in the mid and long term, and 
creating and influencing demand overall. 
And, yes, you must forecast; whether it is 
done consciously and deliberately or not, 
you are doing it already by having a plan to 
still be in business in the future! So, you may 
as well do it properly.

Managing Supply  -  There are three 
objectives in managing supply:  Maximise 
Customer Service, Minimise Inventory, and 
Minimise Operating Costs.  Traditionally, it 
has been thought that these are conflicting 
objectives and the best that you could do 
would be to find the best compromise. 
But, we now know that you can actually 
achieve all three in unison; by managing in 
an integrated way.

When we talk about integration, we 
are talking about having real interactions, 
coordination, and collaboration between 
these three core processes and all of the 
various supporting processes such as 
financial & administrative, human resource, 
and transportation management.

There is a very well developed process 
for doing this called Integrated Business 
Management. It is the current evolution of 
what some readers may know as Sales and 
Operations Planning.

In the diagram, we present an overview 
of the Integrated Business Management 
process. Now, obviously, every organisation 
that is at least moderately successful must 
execute something akin to this process. It is 
only common sense. But, in our experience, 
it is the coordination, collaboration, and 
integration of the various activities that 
makes the difference between chaos and 
control. We have seen companies in every 
industry and many, many different cultures 
excel when executing this process in a very 
formal way.

As you can see, there are five key steps to 
this process, pulling together the three main 
business processes. All five steps are monthly 

}The notion of Sales & Operations Planning has been 
around as long as has business. Even the formal structure 
of the process with that label has been quite recognised 
for some twenty to thirty years.  So, the question is what is 
different about this re-invented version of S&OP?

~

processes in their own right, culminating 
in the formal review meetings that are 
presented in the diagram. The objectives of 
each step are as follow:

1. New Activities Review – to develop a 
coordinated plan of all initiatives that 
will affect the demand or supply of your 
products and services. The major outputs 
from this step are the forecasts for new 
products and a consolidated resource 
plan for the initiatives (you want to make 
sure that you’ve got enough hours in the 
week for your people to work on all of 
those projects, as well as to do their “day 
jobs”).

2. Demand Review – to develop an updated 
(remember, you do this every month, so 
you’re focusing on what has changed 
since last month) unconstrained Demand 
Plan out to the Planning Horizon of 24 
to 36 months in the future. We know 
that many readers will scoff at the 
feasibility and even usefulness of such 
a “far away” horizon.  What do we mean 
by “unconstrained”? We’ll discuss these 
points in future articles.

3. Supply Review – to develop an updated 
Supply Plan, in which the Supply people 
are saying “Yes!” to the Demand Plan. 
If they cannot satisfy the demand, to 
develop alternative scenarios for doing 
the best that the business can do.

4. Integrated Reconciliation – to apply 
the commercial / financial sanity check 
to the Demand and Supply Plans, to 
make sure that the results will satisfy 
strategy and financial requirements of 
the business.

5. Management Business Review – this is 
THE management meeting of the month. 
This is where the senior management 
team come together in a very structured 
and formal way to review, agree upon 
and approve the updated Demand Plan, 
Supply Plan, and Inventory Plan.

No more multiple sets of numbers. 
No more questions or doubts about 
responsibilities and accountabilities. No 
more lack of clarity about the direction of 
the business.

Where is Supply Chain Management in 
all of this?  Your Demand Plan links directly 
into your Customers’ Supply Plans. Your 
Supply Plan links directly into your Suppliers’ 
Demand Plans.     
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再造的销售
与运营规划

Oliver Wight Asia Pacific合伙
人BARRY ELLIOTT撰文

“集成企业管理不再为制造业公司独享。物流服务供应商、
输变电企业和银行等纯服务业机构也涉足了这一领域。”
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很多人觉得可持续发展——制造
环保产品和商业实践，是西
方，而非全球的当务之急。

但事实上，可持续发展措施已成为一种全
球现象；亚太地区和世界各地的企业都在
发挥着举足轻重的作用。实际上，亚太各
国和经济体，作为全球重大活动的发起者
或当地主办方，正日益跻身生态保护运动
的最前沿。

日本松下就是这样一个“发起者”。
松下耗资7500万美元，倾力6年，开发出
连接电子产品内部各元件的无铅焊剂。1

中国移动在这方面也不甘落后，其针对
外购系统设备的“绿色行动计划”以节
能减排为目标。来自ChinaTechNews.
com的报道称，目前已有15家制造商
签署了协议，包括阿尔卡特、华为、爱
立信、诺基亚西门子、阿尔西制冷工程
技术有限公司、艾默生网络能源公司、
哈尔滨光宇集团、江苏双登集团、京信

通信、摩比天线技术有限公司、国人通
信、武汉虹信通信、中利科技、中天科
技以及中达电通。2此外，印度的许多公
共事业公司也已携手，开展可再生能源
项目，其规模在世界上首屈一指。印度
约6%的输电量来自可再生能源，而在中
国，这一数字还不到1%，在美国也只有
2%左右3。

亚太各国也在成为跨国企业发起重大
战略的桥头堡。日前，通用汽车宣布将投
资2.5亿美元，在上海浦东建造中国园，公
司的亚太区总部也将落户其中。这一研发
设施将成为全球性的实验基地，用于开发
替代型燃料、提高在中国地区销售的通用
车辆的燃料效率。4

绿色，全球的色彩，企业的色彩
当然，我们并不是说这个或那个地区正在
引领可持续发展的潮流，使其盈利颇丰，
走俏市场。其中牵涉的因素太多，不能说

某个特定的公司或国家处于领先或业已落
后。比如，跨国公司可能比中小企业更有
优势寻求改变。但是，跨国公司也承受着
来自零售商和终端消费者（企业可持续发
展实践的最终影响因素）的巨大压力。要
让消费者满意，跨国公司必须强调可持续
发展，这一点会变得越来越重要。

换句话说，关键是“创造绿色”的趋
势正空前强大，越来越受到全球或商业利
润的驱动。埃森哲最近的一项全球调查报
告凸现出高级管理人员日益增强的生态责
任感，对上述事实作出了很好的诠释。

其它研究进一步解释了可持续发展能
在公司上下获得支持的原因5：比如，87%
的财富1000强CEO认为，可持续发展对公
司的利润产生重要影响。近90%的CEO认
为，可持续发展将成为未来三年的重要课
题，73%的CEO认为，可持续发展为他们
节省了成本。消费者也同样强调了可持续
发展的重要性：91%的消费者说，如果他

埃森哲近期的一项研究显示，
可持续发展企业的业绩高出同
业7%。环顾全球，可持续发
展的经营方式显然已经走到了
前台，因其具有良好的商业效
应，而且政府、消费者、股东
甚至雇员都在要求这种经营方
式。埃森哲亚太区供应链部门
执行合伙人Jeffrey Russell先
生分析了供应链决策者在可持
续发展的经营方式中所扮演的
角色，并为企业如何“适当应
对”越来越注重环保的商业时
代提供了建议。

打造亚太地区
“可持续发展的供应链”



Supply Chain Asia March/April 2008

32 供应链－可持续发展

们知道了公司的劣迹，会考虑转用其它
产品。90%的消费者说，公司关注自身对
环境和社会造成的影响非常重要。

股东也对此表示支持：50%的被访股东
认为，如果公司关注环境和社会问题，他
们会更乐意购买该公司的股票。此外，越
来越多的投资商对那些不积极处理业务长
期危机（如气候变化、资源紧缺或监管命
令）的企业说“不”。最后，75%的预期
雇员（顶级商学院的MBA学生）表示，
愿意接受较低的薪水为“有责任感”的
公司工作。

换一个角度看这一现象，显然，可持
续发展的倡议已经从公关策略或环保姿态
一跃成为企业必需，驱动因素包括：
•	 消费者/买家行为：清洁技术的价格

将变得更为低廉。绿色产品会从利基
市场进入主流市场。

•	 竞争者行为：拥有可持续发展的产品
和运营模式将继续成为竞争要素和制
胜关键。

•	 立法：温室气体排放规定、原料、回
收法规以及碳交易等将更多地得到强
制执行。全球商业决策已经受到了《
京都议定书》和欧洲WEEE、RoHS和
REACH等标准的影响。在亚太地区，
中国要求所有装置都贴有能耗标签。
中国从2003年8月起施行《清洁生产
促进法》，促进环保生产。6

•	 价格与可获取资源：由于气候变化
的影响和各种储备的减少，资源、土
地、燃料和矿产的价格将进一步上
升。这会使资源保护和再利用对企业

该机构的可持续发展因素，分析这些因素
可能产生的后果，认清其中隐含的供应链
益处，并开始制定高层的响应策略。

更进一步看，供应链决策者可以通过
强调可持续发展产品设计和制造的措施（
即开发对环境无害的产品、加工程序和服
务），借此影响端到端供应链。这一方面
的供应链行动方案可以包括：

•	 进行产品生命周期评估，了解并最终
优化产品或服务在其生命周期内对环
境造成的影响。

•	 引领全新的“绿色产品和服务”的开
发工作。

•	 将视野拓展到整个半球，重新进行思
考，寻找新的近岸采购和制造方法，
减少公司的碳排放。

•	 确认高风险的采购/制造合作伙伴，
并与之合作，消除可能在将来产生问
题的不环保行为。

主要的益处通常与可持续发展的产品
设计和制造相关，包括优化的设计、较低
的成本、较短的上市时间、更好的市场定
位、较少的监管担忧、较轻的未来负债以
及较高的环境绩效。

第二个领域是可持续发展的有形资产
管理，包括更广泛地遵守用电、耗水、排
废、供暖供冷规定以及照明问题，以扩大
绿色运营的范围。

可持续发展的有形资产管理的关键在
于对供应链网络的构成、结构和使命进行
重新评估。随着人们越来越重视可持续发
展问题，包括新型的“绿色市场”，这样
的研究可能会发现减少或消除能源密集型
储备和制造模式的新方法，降低销售、管
理和行政费用，揭示潜在的收入新来源，
提高现有固定资产的回报率，减少发车次
数及提高车载利用率。

最后一个领域是可持续发展的产品生
命周期终点管理，即与产品在二级市场上
的再利用、循环使用、作为原料的再利用
以及垃圾处理等有关的供应链措施。包装
是该领域的一个大问题：我们要寻找新的
方法减少包装内容，增加环保型（如可降
解）包装材料的使用。

再比如，逆向物流。成熟（盈利）的
退回/维修运营模式几乎总是在物流方面
有卓越的表现。过人的部件和服务预测能
力使机构可以保持维修中心的适当储备，
更有效地运输产品和材料，从而把垃圾和
污染降到最低。

上述三个供应链领域都有潜力提高效
率，促进利润增长，增加竞争差异化。但
是，其中最有效的当属可持续发展的产品
生命周期终点管理，因为它与当前和未来

更具吸引力。
•	 人才：无论哪个行业，越来越多的公

司需要展现自身对环境和社会的责任
感以及由此产生的效益，才能吸引最
优秀的人才。

•	 社会活动：社会活动家们越来越愿意
与企业合作，为可持续发展问题出谋
划策，他们正由企业的敌手成为合作伙
伴。私人股权公司KKR就是个很好的例
子。在收购德克萨斯公共事业公司的过
程中，KKR与环保主义者合作，弃用了
多数燃煤工厂的建造计划，取而代之的
是风能和其它清洁能源。

可持续发展与供应链
环顾全球，可持续发展的经营方式显然
已经走到了前台：1）商业上行得通，而
且2）政府、消费者、股东甚至雇员都需
要这种经营方式。但是，目前人们对这
些方式和倡议对供应链管理的依赖性还
不甚明了。

在这场可持续发展的比赛中，供应链
领导人无疑扮演着前锋的角色。但是，他
们经常为这样一个难以界定或扮演的角色
而苦恼。因为，可持续发展政策必须从机
构的最高层开始实行，高级管理层必须真
正地相信长期的经济和品牌价值与正面影
响环境和社会密不可分。供应链的发展与
最高管理层的理念和政策直接相关。

企业领导人一旦同意，供应链决策人
就成为解释、执行和优化可持续发展措施
的关键人物。其首要任务是（甚者在获得
董事会批准前就应开始实施），了解影响
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的法规密切相关。长于这一领域的公司违
反环保和安全法规的可能性较小，更能把
握废物处理责任，处于更有利的位置来制
定与废弃物有关的服务和维护协议；也更
容易通过自身对环境有益的举动建立起商
誉和顾客忠诚度。

关键规模的影响力
没有人可以也不该否认可持续发展的经营
模式所产生的社会和环境价值。有太多的
证据表明，企业行为对我们这个星球和居
民的健康安乐起着重要作用。但是，直到
最近，有人还在争论可持续发展的经营模
式到底能不能使企业得到更持续的发展。
现在这个争论的答案也已显而易见：埃森
哲近期的一项研究显示，可持续发展企
业的业绩高出同业7%。我们姑且把这一
数字放在一边，现在也已经有了足够多
的政府和消费者对这一问题表示关注；
大多数企业别无选择，只能对此做出适
当的回应。

那么到底怎样才是“适当的回应”？
正如我们所见，供应链革新是关键。但
是，从更宏观的层次上看，埃森哲发现，
如果可持续发展符合以下特点，就可成为
推动股东和品牌价值的动力：
•	 与业务需要挂钩，如发展新业务、优

化资产和保护长期业务价值。
•	 以价值为核心，比如，通过减少排

每个积极倡导环保的首席执行官都需对他们的供应链提
出的五个根本问题。

作者：Vivek Sood	和	Tony Fedorowicz*

你的供应链有多环保？

放、保证原料安全、减少废弃物、促
进土地可持续利用、优化用水、减少
耗能和提高社会价值等实现。

•	 全面应用于公司产品和服务的核心业
务领域、有形资产、营运执行、价值
链和利益相关方影响等。

•	 以严谨的战略分析、计划管理和业绩
评估为依托。

那么又如何实行呢？埃森哲确定了三
个操作手段——减少、简化和创造——每
一项都能产生真正的价值。比如，要减少
对能源的依赖，公司可以投资绿色技术，
从而减少运作时对电力的需求。公司还可
以鼓励消费者以不同方式使用产品。以衣
物清洗剂为例：公司经常会回收塑料容
器，但是为什么不事先浓缩清洗剂，然后
以更小的包装出售呢？

再说效率方面，我们仍然以清洗剂为
例。公司可以通过种种途径减少清洁剂
的碳足迹，包括简化加工流程及提供软
包替换装，这种软包装分量更轻、在卡
车和仓库内占用的空间更小，消耗的运
输燃料也更少。

最后，可持续发展可以创造利润。许
多公司以高昂的价格披上“绿色外衣”
，紧跟市场营销的潮流。这种做法长期来
看，既不能持续，也不能盈利。但是，事

实证明那些“志在绿色”的公司会产生更
高的回报，包括有能力在市场上出售多余
的温室气体排放配额。

要获得这些回报，供应链的主导和革
新必不可少。事实上，人类、社会和公司
的健康福祉很可能最终要依靠供应链的可
持续发展。

1.	“电子产品制造商发起‘绿色’倡议”
，《今日美国》，2007年7月16日。

2.“中国移动开展‘绿色行动’”，EE	
Times	India，2007年12月11日。

3	“在气候变化的年代创造高业绩”，埃
森哲，2007年

4	“通用汽车的成功经验可能在中国得
到推广，”《洛杉矶时报》，2007年
10月30日

5	 《达沃斯CEO研究》，普华永道研
究，2005年。《做自己》，Mark	
Albion，2006年。Marc	 Gunter，
《2002年企业公民研究》，Faith	and	
Fortune，2006年。

6	 Vivek	 Nanda，“绿色倡议促进环境
设计”，《电子工程时报》，2008年
1月10日。
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占工业产值总量
的百分比

交通运输设备制造业 35.1

黑色金属冶炼及压延加工业 7.0

电力与热力生产供应业 6.8

化学原料及化学制品制造业 5.9

有色金属冶炼及压延加工业 5.5

电气机械及器材制造业 4.9

非金属矿物制品业 4.1

通用设备制造业 4.1

重庆的汽车企业

似乎在有条不紊地进

行革新，并实现了良

好的出口增长，虽然

其基数较小。

主要经济指标
经济指标 2006年 2007年1-7月

产值 增速
(%，同比)

产值 增速
(%，同比)

国内生产总值(单位10亿人民币) 349.2 12.2 1 167.8 3 14.5 1

人均GDP 12,457 13.4
增加值
-第一产业(RMB bn) 42.6 -5.5 1

-第二产业(RMB bn) 150.1 16.9 1

-第三产业(RMB bn) 156.5 14.0 1

工业增加值2(RMB bn) 84.5 18.0 1 62.9 23.3 1

固定资产投资(RMB bn) 245.2 245.2 136.8 34.2
商品零售总额(RMB bn) 140.4 15.4 93.0 16.9
通货膨胀率(消费者价格指数 %) 2.4
出口额(US$ mn单位百万美元) 3,093.1 29 2,225.2 30.8
-其中外资企业(US$ mn) 483.5 34.7 370.9 44.7
进口额(US$ mn) 2,218.2 21 1,512.0 19.1
-其中外资企业(US$ mn) 1,563.0 30.0 1,230.9 30.9
外国直接投资
-项目数量 223 7.2 134 30.1
-合同金额(US$ mn) 1,115.6 37.5 1,869 236.5
-实际到位金额(US$ mn) 696.2 40 502 66.7

注：1、实际值 2、所有国有企业和其它年产值超过500万元人民币的企业 3、2007上半年

资料来源：重庆统计年鉴2007，中国海关统计 7.2007
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The past year has seen a rash of new 
investment in Chongqing; the key 
frontier city for China’s developing 

western provinces and what is evolving into 
a key inland supply chain hub. 

For many, automotives is the industry 
with which the name Chongqing is 
synonymous. The auto sector continues to 
be at the fore of the city’s economic growth, 
with announcements of bigger sales, more 
production, investment and expansion from a 
host of the city’s main auto players last year.

Chang’an Automotive Group, China’s 
fourth largest automaker, said on January 4 its 
2007 sales rose 24.3% to a record 57.4bn yuan 
(US$7.86bn) as it rolled out new models and 
co-operated further with global carmakers to 
expand in the fast growing market.

The 2007 sales figure made Chang’an the 
first company in the city to surpass the 50bn-
yuan annual revenue milestone, company 
chairman and president Xu Liuping said.

Chang’an, which has joint venture 
partnerships with Ford and Mazda, said it 
sold an estimated 850,000 cars in 2007, up 
20% from a year earlier. The company plans to 
produce 2m vehicles annually by 2010, with 
an output value of 100bn yuan. 

The economic landscape and 
development of Chongqing: China’s 
western gateway and supply chain hub

If you so much as blink in Chongqing, you’re likely to miss 
something crucial. The pace of change in the world’s largest 
municipality is hard to fathom - foreign investment continues 
to flood in, skyscrapers climb higher and higher and the world 
is generally becoming more acquainted with the place. Sam 
Chambers provides a taste of the kind of development the city 
is currently experiencing

Significantly for the fortunes of the city’s 
auto sector going forward, its car companies 
appear to be innovating well, and are 
registering good export growth, although 
admittedly from a small base.  Chang’an 
exports topped 40,000 cars last year, against 
21,700 in 2006, as its in-house minivan 
models Benni and Joice gained popularity in 
overseas markets. The company also recently 
unveiled China’s first domestically developed 
hybrid car, a Joice HEV.

The Chang’an joint venture, Chang’an 
Ford Mazda Automobile Co, Ltd. saw a 60% 
growth in sales to 217,000 cars in 2007, 
making it one of the fastest growing car 
companies in the entire country.

The venture’s performance was to a large 
extent contributed by the Ford Focus model, 
a medium-grade sedan model that achieved 
sales of 124,972 cars, up 57%. The car model, 
which was upgraded in 2007, saw monthly 
sales of over 10,000 cars from April of last year 
and was a top-ten best-seller in the country 
for the full year.

Isuzu ups its sales presence
In another major development in the city’s 
auto sector last year, Chongqing-based 
Qingling Motors and Japan’s Isuzu Motors 
have invested in Qingling Isuzu (Chongqing) 
Automobile Sales and Service Co, a car dealer 
in the city engaged in the sale of vehicles and 
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Chongqing was hard hit by the winter storms that devastated much of central and 
southern China.  

For three weeks the city restricted electricity to factories and asked some of them 
to start Chinese New Year vacations early. The abnormal amount of snow caused power 
lines and supporting pylons to snap like twigs. In addition, with hydropower frozen, 
Chongqing relied entirely on coal-fired power plants, forcing them to overwork and 
break down. 

Because Chongqing did not, until a very recent finding, have its own coal mines 
it had to buy coal from other parts of China and transport it to western China, and 
that too posed a problem. “Since December, we haven’t been able to get enough 
coal,” admitted He Ruisheng, director of Chongqing Electric Power’s press office at 
the end of January.

However, in a dramatic development for the city, a 100m-ton coal field was 
discovered in mid-January in the Wansheng District of the municipality. The coal field 
can be divided into three seams, each about 1 to 2.5m thick. If annual output reaches 
1m tons, mining can continue for about a century.      

Coal find will help prevent 
power outages

parts manufactured by Qingling Motors, and 
providing after-sales service and supply of 
parts for maintenance. The $4.6m JV, which 
is 50% owned by Qingling and 50% by Isuzu, 
is expected to sell 1,000 vehicles per annum 
over the next two years.

In another big 2007 development, 
American International Group (AIG) acquired 
a 25% stake in Chinese OEM Chongqing 
Lifan Industry (Group), ahead of the latter’s 
planned IPO in the second half of this year.

Chongqing Lifan Industry is the largest 
private motorcycle manufacturer in China. 
The company has just finished ownership 
reform and will probably go public in the A-
share market in the second half of 2008. 

The motorcycle giant plans to raise 
1bn yuan from the A-share listing and aims 
to grow production from around 60,000 
vehicles now to 400,000-500,000 per annum 
in 2015. 

Supply Chain Asia March/April 2008
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Auto suppliers head inland
The growth in vehicle production is leading 
the set-up of more and more suppliers of auto 
parts and components in the city. 

Britain’s Double Coin Holdings, for 
instance, announced it will open a new 
truck tyre factory in the final quarter of 2008, 
producing 2.5m truck radials per year and 
increasing the company’s annual truck tyre 
capacity to around 7m units. 

Meanwhile, Chongqing-based Aihua 
Motors  -  a company that primarily 
manufactures DC electric starter and other 
motors – has set its sights firmly on building 
international market share. In order to make 
itself stand out from the competition, the 
company has decided to list product prices 
on its website, in the hope of building an 
international reputation as a reliable auto 
parts business. 

Aihua currently produces DC electric 
starter motors and other parts for brands such 
as Yamaha, Suzuki, Honda and Cooper. The 
company reportedly holds around 20% of the 
business of supplying electric starter motors 
to domestic motorcycle manufacturers with 
several major clients including Jialing, Jianshe 
and Grand River Group. 

Petrochemicals and heavy industry
Within China, Chongqing is viewed by many, 
including the government in Beijing, as a 
strategic centre for petrochemicals. Chinese 
oil majors have been setting up bigger bases 
in the city and several key pipeline arteries 
run through the municipality. 

In 2007, Mitsubishi Gas Chemical started 

Its car 
companies appear 
to be innovating well, 
and are registering 
good export growth, 
although admittedly 
from a small base. 

building a natural gas-based methanol plant 
in the city in partnership with Chongqing 
Pharma-Chemical Holding (Group) Corp. 

The plant, which involves total investment 
of 2.1bn yuan, has a designed annual capacity 
of 1m tons. The two firms set up a methanol 
joint venture, with Mitsubishi Gas holding a 
51% stake and Chongqing Pharma-Chemical 
owning the remainder. The project is slated to 
begin commercial operations in the second 
half of 2010.

Meanwhile, China’s largest oil refiner, 
Sinopec, is to team up with BP to expand 
acetate production, with a new acetyl 

Source: Chongqing Statistical Yearbook 2007

% Share 
of total

industrial 
output

Transport Equipment 35.1

Smelting and Pressing of Ferrous Metals 7.0

Electric & Hot Power Production & Supply 6.8

Raw Chemical Materials and Chemical Products 5.9

Smelting and Pressing of Non-Ferrous Metals 5.5

Electric Equipment and Machinery 4.9

Nonmetal Mineral Products 4.1

Ordinary Equipment 4.1

Output share of leading 
industry groups (2006)

2006 Jan - Jul 2007

Value Growth
(%, y-o-y)

Value Growth
(%, y-o-y)

Gross Domestic Product (RMB bn) 349.2 12.2 1 167.8 3 14.5 1

Per Capita GDP 12,457 13.4

Added Value Output

- Primary industry (RMB bn) 42.6 -5.5 1

- Secondary industry (RMB bn) 150.1 16.9 1

- Tertiary industry (RMB bn) 156.5 14.0 1

Value-added Industrial Output2 (RMB bn) 84.5 18.0 1 62.9 23.3 1

Fixed-assets Investment (RMB bn) 245.2 245.2 136.8 34.2

Retail Sales (RMB bn) 140.4 15.4 93.0 16.9

Inflation (Consumer Price Index, %) 2.4

Exports (US$ mn) 3,093.1 29 2,225.2 30.8

- By FIEs (US$ mn) 483.5 34.7 370.9 44.7

Imports (US$ mn) 2,218.2 21 1,512.0 19.1

- By FIEs (US$ mn) 1,563.0 30.0 1,230.9 30.9

Foreign Direct Investment

- Number of projects 223 7.2 134 30.1

- Contracted amount (US$ mn) 1,115.6 37.5 1,869 236.5

- Utilized amount (US$ mn) 696.2 40 502 66.7

Major economic indicators

Notes: 1 In real terms 2 For all state-owned enterprises and other forms with annual sales over RMB5m 3 First half of 2007
Sources: Chongqing Statistical Yearbook 2007, China’s Customs Statistics 2007
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chemicals plant to be built in the city. 
The plant will produce 1m tons of acetate 

annually, making it one of the largest acetate 
producers in the world. The project will 
cost 3.5bn yuan ($479.5m) and generate 
estimated annual sales of 4bn yuan. 

In another major heavy industry 
development last year, France’s Le Carbone 
Lorraine, one of the world’s 500 largest 
companies, completed a $48m, 5,000-ton 
graphite-production base in the city. 

The project, which is the company’s 
largest investment in China, mainly produces 
isostatic graphite, used in the manufacturing 
of electrical equipment, semiconductors and 
automobiles, among other things. 

The new Chongqing plant makes Carbone 

Lorraine the world’s second-largest isostatic 
graphite producer, and the company hopes 
to double its worldwide production capacity 
over the long-term.

Eventually, the base aims to provide 
graphite for the entire Asian market. Currently, 
China needs 50,000 tons of special graphite 
materials every year, with 80% coming from 
foreign suppliers, including those in Japan 
and the US. 

In its press release announcing the set-up 
of the new facility, Carbone Lorraine noted 
that since the 1997 designation of Chongqing 
as a municipality rather than a slice of 
Sichuan, the city has attracted operations 
of more than 70 of the world’s 500 largest 
companies.

The Silicon Valley of China
The other niche Chongqing is carving for itself 
is in the area of hi-tech business. The city is 
making a real bid to become the Silicon Valley 
of China and continues to attract top names 
to its hi-tech parks.  ProMOS Technologies, a 
Taiwan-based world-leading chip giant, last 
year announced it will move its 8-inch chip 
manufacturing facilities from Taiwan to its 
new plant in the city’s Xiyongwei Electronics 
Industry Park.  

The new plant will be the first 0.25 
and 0.18 micron technology-based 8-inch 
integrated circuit production line in western 
China, and is also the first chip production 
line approved by Taiwan authorities to shift 
to the mainland.

ProMOS Technologies plans to invest a 
total of $960m in the city, $600m to $700m 
of which will be poured into manufacturing 
equipment.

The settling of ProMOS Technologies and 
other Taiwanese companies in Chongqing will 
mean the city has a complete chip industry 
chain covering chip design, manufacturing, 
packaging and so on, said Wang Xuexi, 
chairman of Qongqing Yude Technology, a 
local chip designer. The local government is 
planning to invest $3bn in the chip industry 
in the coming three years to make it more 
attractive to chip makers.     

Within China, 
Chongqing is 
viewed by many as 
a strategic centre 
for petrochemicals. 
Chinese oil majors 
have been setting 
up bigger bases in 
the city and several 
key pipeline arteries 
run through the 
municipality.
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The principles behind Syngenta’s success
Any effective organisation or programme 
starts with a set of principals, and the 
Syngenta procurement team established and 
was guided by principles from the very outset. 
First, the team wanted the purchasing group 
to act entrepreneurially, to take responsibility 
and action to ensure the company acquired 
the best goods and services at the best value. 
To achieve this, the procurement group 
wanted to have an operation that employed 
not only best-in-class sourcing principles, but 
also one that was enabled by best-in-class 
technologies.    

With that as a baseline, the essential 
principles of Supply Management employed 
by Syngenta were defined as:
•	 Taking	a	global,	holistic	view	of	spend

Syngenta: building a modern 
company with purchasing as a 
core function
A little more than six years 
ago, global pharmaceutical 
companies Novartis and 
Astra Zeneca spun off their 
agri-chemical businesses 
to form a new company, 
Syngenta. Today, Syngenta 
is an US$8bn company with 
19,000 employees and more 
than 200 operational sites in 90 
countries. In this case study, Dr 
Hans Elmsheuser, Syngenta’s 
head of global purchasing, 
shares his experience in the 
creation of a procurement team 
and programme, virtually from 
scratch, that sits at the heart of 
this modern global company

•	 Making	information	both	easy	to	find	and	
insightful

•	 Transforming	 raw	data	 into	actionable	
information

•	 Creating	and	using	a	closed	loop	supply	
management process

•	 Understanding	the	supply	markets	and	
cost drivers within each category of 
spend

In addition, Syngenta as a company 
has always had a focus on the importance 
of effective knowledge management. At 
Syngenta, knowledge sharing must be 
part of daily work and individuals and 
groups are encouraged and rewarded for 
sharing of knowledge within and across 
departments.

Core areas of focus:  sourcing and spend 
analysis
In this case study, two programmes core 
to the Syngenta purchasing organisation 
are examined: sourcing and global spend 
visibility and analysis.

Sourcing at Syngenta:  more than just the 
low hanging fruit 

Background
In 2001 most of the expert advisers still 
regarded Procure to Pay as a process which 
starts with a requisition and defined potential 
savings mainly by lowering transaction 
cost. After careful analysis, the Syngenta 
procurement team recognised this view 
was outdated and that sourcing was the 
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core competency in which the organisation 
needed to excel. The organisation defines 
sourcing as the process of engaging with 
suppliers from the initial specification through 
selection and contracting.

Unlike	many	organisations,	because	a	
new company was being created, the focus 
on enhancing ‘sourcing effectiveness’ was 
not viewed as addressing an existing pain 
point, but was rather viewed as a green-field 
opportunity. Syngenta looked to what it 
wanted to accomplish, not just the problems 
that needed to be solved.  

From the experience within Novartis 
and Astra Zeneca, the procurement team 
recognised there was significant opportunity 
for savings in the “low-hanging fruit” 
categories – but also saw more compelling 
opportunities with complex spend. A project 
for low cost country sourcing for chemical 
intermediates and active ingredients, 
especially	 in	China	and	 India,	was	 started	
immediately and today the company has 
more	than	25	key	suppliers	 in	China	alone	
which did not exist six years ago. 

Syngenta conducted in-depth research 
into what other companies were doing in the 
sourcing field, and particularly in e-sourcing.  
E-sourcing became a focus of the team and 
it was decided that e-RFX processes would 
be used across all categories of spend – both 
indirect and direct, simple to complex. In the 
process, the team reviewed more than 30 
technologies – and conducted interviews 
with close to ten providers – gathering their 
thoughts on adoption of best practices as 
well.  

Key learnings
A couple of important points emerged from 
this. One was the importance of using the 
right sourcing strategy for the right market.  

For example, using RFI to help explore 
market capabilities for chemicals purchases, 
including supplier discovery in low cost 
regions. Syngenta employs RFQs where 
competition allows tendering to occur, 
such as in packaging, office supplies and 
laboratory equipment.  Where services or 
complex products are sourced, the company 
concentrates on RFPs to obtain intricate 
supplier proposals.  And where competition 
is intense and purchases can be clearly 
specified, we used transparent pricing events 
such as e-auctions.

The choice of sourcing method can be 
as critical to success as the execution of the 

event as the choice of suppliers and cost 
models.

Interestingly, Syngenta finds the 
majority of its sourcing savings are delivered 
through RFQ and RFP formats. Auctions, 
while an important tool in the tool-bag, 
give an additional 5% to 10% in certain 
categories.  However, the mere idea of the 
auction influences supplier behaviour. And 
although auctions do bring some concerns 
from suppliers, Syngenta has found that 
the resistance is exaggerated. What was 
possibly more noticeable was the initial 
internal resistance out of concern for supplier 
reaction.   

It is also the team’s experience that the 
existence of competition is the overriding 
factor for delivering successful auction events 
– more important than any other issue or 
requirement. 

Aside from the traditional role of e-
sourcing solutions, Syngenta’s lessons 
encourage procurement organisations to 
think of the strategic benefits e-sourcing 
can bring as well. There are competitive 
advantages to employing best practices 
enabled by new technologies, and those 
advantages should be leveraged wherever 
possible.  

For Syngenta, one advantage the 
company sought was in identifying the 
capabilities of new suppliers, particularly 
in emerging markets, and in those areas 
of spend that were low in dollar value, 
but high in the value or importance of the 
supply to the organisation, such as specialty 
chemicals.  

Syngenta uses its solution to help qualify 
low cost country suppliers by running large-
scale RFI’s to update our knowledge base 
of supplier capability – and to update and 
maintain key market knowledge. This has 
been a significant area of success and value 
for the organisation as it expands its global 
supply base. RFI’s are also run today to 
benchmark the cost of in-house capabilities 
in various areas (not only supply chain) to the 
cost and capabilities of external providers to 
support make or buy decisions.   

The Importance of adoption and training
Finally, a note about the importance of 
training and adoption. When the company 
decided to focus on e-Sourcing, the team 
decided it needed to implement and get 
spend online quickly. Managers wanted to be 
able to assign people within purchasing from 

one category of spend to another, without 
too much time and effort. Again, knowledge 
retention and transfer was critical. 

The role of training and end-user 
adoption to the success of an e-sourcing 
implementation can not be understated. 
The resistance of an organisation, even a 
new one, to change is a hurdle that must 
be taken into account as early as the project 
design phase. 

Your solution provider will be a significant 
partner in this endeavor, and evaluation of 
their track record was high on our check list.  
Working with Emptoris, Syngenta’s sourcing 
solution provider, the company was able 
to move from evaluation stage through 
implementation and training to full live 
capability in less than two months.  

Sourcing program success
Today, Syngenta has successfully applied 
e-sourcing to all categories of its spend.  This 
was a significant factor in the procurement 
organisation meeting and exceeding all its 
pre-merger “synergy” goals. In the following 
operational efficiency programme started in 
2004, procurement significantly contributed 
to a year earlier than promised delivery. When 
you are talking about billion dollar spend 
across 45,000 suppliers and six continents, 
that is an accomplishment worth boasting 
about.  

That success hinged on three factors:  
internal recognition and support of the 
sourcing program; placing a focus on change 
management and adoption; and selection of 
the right solution partner. 

Spend analysis at Syngenta: global 
visibility for a global organisation

Background
As the sourcing function evolved, the 
procurement team increasingly sought out 
spend data to inform its sourcing priorities 
and decisions.  The thought was, the more 
data-driven procurement and sourcing 
operations could be, the more strategic and 
effective Syngenta’s procurement.

Of course, getting clear spend visibility 
across a disparate, global organisation, with 
multiple ERP systems and hundreds of categories 
of spend, can be an immense challenge.

At first the group used a global data 
warehouse and an Oracle database, with 
a business intelligence tool on top. As it 
scaled, this method proved insufficient with 
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growing data accuracy problems and lack of 
a procurement-centric, user-friendly interface 
negatively affecting end-user adoption.

The team quickly came to the conclusion 
that if you’re going to be serious about 
global procurement and truly strategic in 
your sourcing, you need detailed, accurate 
spend visibility across your global operation.  
And a solution dedicated to just that is a key 
component of delivering on such a principle. 

Key learnings
For Syngenta, the goal became to have one 
centralised spend analysis tool for both 
direct and indirect spend across all areas of 
business.  A solution that would house both 
supply chain and indirect data and prove 
both insightful and easy to use.

The challenge then becomes data 
collection and enrichment. It is a tremendous 
effort to extract data from multiple systems in 
acceptable data formats. And just retrieving 
data into the database is not enough, the 
data must be structured and harmonised 
in a way users can use it and get realisable 
value from it. There can be massive data gaps 
in existing transactional systems, such as 
where invoices don’t have preceding orders 
or allocation to spend categories.  

Identifying prime sourcing opportunities, of 
course, tends to be the primary motivation for 
employing spend analysis. However, Syngenta 
found that leading organisations are using 
spend analysis capabilities and best practices 
to gain the complete global visibility to levels 
of depth needed to capitalise on an array of 
savings opportunities which can otherwise lay 
untapped in your organisation. 

In the supply chain, we were fortunate 
to have an internal codification system 
for products which had survived the last 
20 years and all mergers and acquisition 
activities. The data analysis in indirect spend 
was not so easy because the usage of PO’s 
was incomplete. 

Detailed spend reports and on-the-fly 
analysis allow Syngenta buyers and cost 
centre owners to support strategic and 
operational purchasing activities; providing 
the framework for savings measurement and 
tracking as well as enabling more effective 
spend control by cost centre managers.  

As an example of the high-value functions 
of spend analysis, Syngenta sources a number 
of “small value components” – items that it 
does not order in significant quantities, but 
that are of significant importance to our 

operations. Such items may only be ordered 
once or twice a year, but at a volume of five 
or ten tons, and usually with a purchase price 
of under $10,000.  

These purchases reflect low spend 
levels but are classed as critical elements of 
Syngenta’s direct spend. There are about 500 
such purchases at Syngenta each year, and in 
the past the procurement group has handled 
them reactively, often at the last minute.

Spend analysis is helping to bring this 
sourcing under better management, giving 
a view into small, yet critical purchases that 
our organisation makes, and allowing the 
team to manage their opportunity pipeline 
more effectively.

So, as you may see, spend analysis can help 
an organisation look forward, not just back.

To ensure these higher levels of spend 
analysis capabilities, your chosen solution 
must be able to “slice and dice” data to a very 
detailed level in real-time. Our solution allows 
us just that, the ability to analyse spend on up 
to 30 different dimensions or axes including: 
category, cost centre, GL account, geography, 
time,	payment	terms,	UNSPSC	code,	supplier	
diversity status, and more.  

The spend analysis solution also allows 
us to aggregate data from over 45  countries 
retrieved from more than 15 different types of 
systems, including every major ERP platform.

Spend analysis program success
Whereas the team used to only have visibility 

dating back a year or more, now the team 
knows exactly what the company is spending 
at any given time – and with what suppliers. 
The spend analysis solution is used globally 
by more than 180 trained users at Syngenta 
across purchasing, finance and at the cost 
centre level.  

The future: managing supplier 
relationships.
Syngenta continues to evolve its procurement 
operations – and those operations continue 
to be central to the success of the broader 
organisation.  So where is Syngenta looking 
towards for the next wave of value from 
supply management? 

To continue along its path, future projects 
will focus on enhancing supplier relationship 
management capabilities and enhanced 
contract management.  

The global economy and procurement 
have changed rapidly in recent years, and 
normal supplier negotiation needs also to 
change. As such, Syngenta will be embracing 
and engraining supplier relationship 
management pr inciples  across  the 
organisation, segmenting and categorising 
suppliers based on multiple attributes that 
define relationships and ensuring proactive, 
best-in-class management of contractual 
relationships throughout their lifecycle. 

Again, the forward-thinking, freshness of 
the	‘NewCo’	spirit	at	Syngenta	stands	in	good	
stead to deliver on this next challenge.     
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46 country focus - south korea

It w o u l d  b e  s o m e t h i n g  o f  a n 
understatement to say that historically, 
Korea’s geographical position has 

at times presented its challenges. Wedged 
between China, Japan and Russia, the 
country has been invaded by and served as a 
battleground for the world’s greatest powers 
at various points in its history.

Today, in mostly less hostile times, South 
Korea still needs to work to meet challenges 
arising from its strategic location. With China’s 
vast industrial and export competitiveness 
rising to a similar level as that of Japan, South 
Korea is working to ensure its continuing 
relevance and ability to thrive in a rapidly 
changing north Asian economic and political 
environment. 

Doing this, according to a succession of 
government economic planners, is chiefly a 
matter of the country transforming from a 
manufacturing to a service-based economy: 
a transformation into a hub for education, 
research and development, finance, and to 

The 
north 
Asia hub 
game
There’s a new president in 
Seoul’s Blue House who has 
made some very ambitious 
economic commitments to his 
electorate. Turloch Mooney 
examines whether the already 
heavily-invested strategy to 
turn the country into a supply 
chain hub for north Asia will 
likely remain a core focus, and 
how much has really been 
achieved so far

❝With China’s vast industrial and export 
competitiveness rising to a similar level as that of Japan, 

South Korea is working to ensure its continuing relevance 
and ability to thrive in the rapidly changing north Asian 

economic and political environment.❞
leverage its strategic location to become a 
major, if not the major, supply chain service 
hub for north Asia. 

If you had to pick the year when South 
Korea became a serious contender for this 
mantle you would do worse than to pick 
2001, the year a gleaming new international 
airport opened at Incheon, an hour west of 

the capital Seoul. 
By that time, South Korea’s existing 

pedigree as a regional maritime hub was 
under threat from the rapid improvement 
in the sophistication of ports along China’s 
east coast which were knocking its champion 
south eastern port of Busan down the table of 
the world’s busiest container ports. Moreover, 
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changing trade and sourcing patterns, and 
developments in supply chain and logistics 
processes, were making it increasingly 
obvious that a new strategy was required 
to hold and grow the country’s role in 
international supply chains. 

Built from scratch with plenty of room for 
development, Incheon would be a new kind of 
supply chain champion; a high value-adding 
north Asia supply chain hub with a strong air 
cargo bias. It would both complement and 
compete with the revitalising southeastern 
maritime hub of Busan and Gwangyang Bay 
(see related feature on page 13) but, crucially, 
take Korea’s supply chain and logistics 
hubbing to a new level.  

An uncapped US$15bn has been 
earmarked to achieve this, with much of the 
money going towards the development of 
the 9.1m sq m Incheon Free Economic Zone 
(IFEZ). The size of the investment well reflects 
the importance of the strategy in the eyes 
of the Korean administration, as well as the 
scale of what is expected from the hub, which 
sees competitors well beyond the other hubs 
of north Asia. “Our main competitors are 
Singapore, Hong Kong and Shanghai,” says 
IFEZ spokesperson Hee-Jung Kim. 

The idea of becoming an international 
supply chain hub is of course not an unusual 
one in Asia, and there are many locations in 
the region with a trading or maritime pedigree 
pursuing similar strategies. The planners 
of the Incheon strategy, however, believe 
they have the right mix of infrastructure, 
regulation, services and location, to make 
it happen. 

A lot of investment has gone into IT 
capability. State-of-the-art IT networking, 
enabled by the fact IFEZ was constructed 
largely from scratch, and IT support facilities 
provided by government, are designed to 
help attract business clusters where advanced 
technology is crucial, such as research and 
development houses for industry. 

A study of highly successful corporate 
tax regimes such as that in Ireland, has 
also yielded a very favourable tax incentive 
scheme for companies that locate operations 
at the hub. In addition, the hub is leveraging 
strongly on traditional ties between Korea 
and the US which have led to well developed 
air connections between both countries. 
Incheon airport is acknowledged by shippers 
and forwarders for offering some of the 
lowest freight rates from north Asia to cities 
in the US. 

The numbers
So far, the numbers for both the airport and 
the Zone are promising. Cargo volume at 
the airport hit 2.56m tonnes in 2007, 9.9% 
up on 2006, and more than double the 1.2m 
tonnes handled in the first year of operations. 
Adding credence to the notion that the hub 
concept may indeed be working is the fact 
that transhipment business exceeded 50% 
of total throughput for the first time last year. 
Incheon International Airport now claims to 
be the world’s second largest international 
cargo airport by tonnage, after Hong Kong. 

Something in the order of 65 companies 
have moved into the Airport Logispark, 
including several major 3PLs, although it’s 
believed only Schenker calls Incheon its 
north Asia hub. 

“We are planning to expand the Logispark 
in expectation that the first phase will be 
fully occupied by 2010. We need it also as 
the cargo handling capacity of the airport 
will be increased to 4.5m tonnes [following] 
completion of its second phase expansion, so 
we need more facilities to handle the cargo,” 
says Ok-Soon Han, general manager of the 
airport’s logistics team. 

As of  December 2007,  the IFEZ 
had attracted $44bn in investment, 
from companies including VaxGen, a 
biopharmaceutical company focused on the 
development and manufacture of biologic 

products for the prevention of infectious 
diseases; Swiss automation and robotics 
components company, Gudel; General 
Motors, and several major global real estate 
companies. 

The new boss
Despite the apparent progress, it is the 
administration of newly elected president 
Myung-Bak Lee that will ultimately make the 
call on the hubbing strategy left to him by his 
predecessor. The probability is he will likely 
want it to continue. The strategy not only 
fits well with the president’s ambitious ‘747’ 
economic initiative and election ticket (7% 
GDP growth; a doubling of per capita GDP 
to $40,000 within ten years; and membership 
of the G-7 group of countries), but may be 
crucial to it, as the 747 initiative relies on an 
acceleration of the transformation of South 
Korea to a service economy. 

The president, a former CEO of Hyundai 
Construction and Engineering, is also a well 
known champion (some say to a fault) of 
investment in big infrastructure to drive 
growth. Indeed, he is already championing 
severa l  mass ive  and controvers ia l 
infrastructure initiatives, including the 
Saemangeum project,  involving the 
transformation of an enormous area of tidal 
flats some 270km southwest of Seoul to a 
‘Dubai of Asia’ with advanced financial and 
logistics infrastructure. Also on the cards is 
a $16bn cross country canal linking Seoul 
to the port city of Busan, 420km to the 
southeast, which supporters say will slash 
freight transport costs and improve the 
environment by taking container traffic off 
the roads. 

The real challenges
Elements of the traditional business mindset 
in Korea are considered to be some of the 
biggest obstacles to the hub strategy. In 
the past the country has been criticised 

Country LPI Customs Infrastructure International 
shipments

Logistics 
competence

Tracking & 
tracing

Domestic 
logistics 

costs
Timeliness

Hong Kong, 
China

4.00 3.84 4.06 3.78 3.99 4.06 2.66 4.33

Korea, Rep. 3.52 3.22 3.44 3.44 3.63 3.56 2.73 3.86

China 3.32 2.99 3.20 3.31 3.40 3.37 2.97 3.68

South Korea’s logistics performance compared with Hong Kong and mainland China (scale is 0-5)

Source: World Bank LPI 2007
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for an unfriendly stance towards foreign 
companies, and for favouring indigenous or 
state-owned or state-influenced business. 
With its dependence on foreign participation, 
resolving these issues is crucial for the success 
of the supply chain hubbing strategy. 

This is something the new administration 
not only acknowledges but has made 
addressing a key priority. “Korea should…
undertake an extensive reform of its business 
regulatory regime, which is a legacy from the 
era when Korea achieved high growth through 
government-led development strategies,” the 
president told a gathering organised by the 
American and European Union Chambers 
of Commerce, and the Seoul-Japan Club on 
January 15. The economy is now “too large 
and too complex” to be managed by the 
government, he added. 

Experience has already shown this is a 
tall order, and for the time being at least, 
stakeholders and investors in the facilities 
to support the north Asia hub concept are 
no doubt happy they do not have to rely too 
heavily on international or regional supply 
chain support business. 

The proportion of business that is not 
transhipment business at the country’s cargo 
facilities remains high, and recent free trade 
agreements with Singapore (March 2006) and 
ASEAN (November 2007), as well as a pending 
comprehensive economic partnership 
agreement with India, are expected to boost 
trade and shipments related to the domestic 
market. A proposed FTA with the US, which 
is meeting heavy opposition in the US and at 
home, would also give a major boost to the 
export sector. 

The key relationship
The fortunes of FTAs with other countries 
aside, the phenomenal growth in engagement 
of Korean companies with China will no doubt 
continue to be the main driver of growth for 
the country’s logistics facilities. A quarter of 
South Korea’s exports now go to China (worth 
$82bn in 2006), double the value of the 
country’s exports to the US, and making it the 
country’s largest export destination. Imports 
from China in 2006 were worth $49bn, only 
behind imports from Japan in value terms.  

Connections with China, in terms of trade 
in finished goods, parts and components, 
FDI and indeed physical freight transport 
links, are key to the success of the country’s 
regional and international supply chain 
hubbing strategy. 

Expanding such connections would of 
course be a much easier affair if it weren’t 
for the fact that Korea is divided and the 
South no longer shares land or border 
connections with its large neighbour. This 
is something that is understood by South 
Korea’s government and private sector, both 
of whom often look to the benefits of physical 
transport links to coax improvement in the 
political situation with the North. 

Just last month, for the first time in more 
than five decades, a regular freight train 
service started between North and South. 
On the eve of the first train run, South Korea 
opened a logistics centre at Dorasan station at 
a substantial cost of nearly $90m. The idea is 

Source: ADB 2007

that the service will eventually reconnect the 
two Korean capitals and proceed to Sinuiju, a 
major industrial city on the border of North 
Korea and China. If this succeeds, South Korea 
could then plug into the Chinese, Russian and 
even European national rail systems. 

While the new rail link is a welcome 
step in the right direction, the general 
unpredictability of the relationship between 
the Koreas means a standard physical freight 
link between South Korea and China is likely 
still a long way off. For the time being at 
least, then, South Korea’s north Asia hub 
ambitions continue to rely on its major air and 
sea transport facilities at places like Incheon, 
Busan and Gwangyang Bay.     

48 country focus - south korea

South Korea supply chain indicators



To order your complimentary copy, please fill in your details below and fax 
this page back to +65 6415 7211.

Name:   ____________________________________________________________________________

Company:   ___________________________________________________________________________

Position:   __________________________________  Industry: __________________________________

Postal Address:   ____________________________________________________________________________

__________________________________________________________________________________

Email Address:    ___________________________________________________________________

Connect • Communicate • Collaborate

Share our Asia supply

chain insights.

Subscribe for free to 

Supply Chain Asia
magazine*

www.supplychainasia.com

ISSN 1793 5377

ISSN 1793 5377

ISSN 1793 5377

SC Asia Publications Pte Ltd
50 Ubi Crescent, #01-08 Ubi Techpark, Singapore 408568

TEL: +65-6415 7178  FAX: +65-6415 7211  HP: +65-9691 4633

EMAIL: enquiry@supplychainasia.com  URL: www.supplychainasia.com

* complimentary copies will be delivered until the end of 2008



Supply Chain Asia March/April 2008

Supply Chain - CaSe Study50

Caught between the increasing demands of its 
principals and channel partners, Indonesia’s 
leading pharmaceutical distributor PT Enseval 

Putera Megatrading Tbk has embarked on a programme 
to satisfy them both and put it on a course for expansion 
across southeast Asia.

“Being a distributor we are in the middle. Being in the 
middle, we are always being pressured by principals and 
track channels – the outlets, hypermarts, supermarts and 
hospitals,” said Vidjongtius, president director of Enseval, 
a $700m distribution company whose principal clients 
include Mead Johnson, BASF, L’Oreal, Beiersdorf, Roche 
Diagnostic and 3M.  

Through the enhanced use of IT, the company is 
hoping to achieve the level of efficiency which will 
enable it to meet clients’ needs for better service at lower 
distribution fees and the demands of track partners for 
shorter delivery times. 

At the heart of its supply chain management global 
competence programme is the Oracle E-Business Suite, 
an integrated solution for managing businesses, with 
modules for financials, order management, inventory 
management, procurement, warehouse management, 
demand planning and advanced supply chain planning. 
It replaced an in-house developed system that could not 
be scaled up to meet the growing demands of a company 
which was expanding at a steady clip. 

As it was vital for staff to buy into the programme, 
Enseval decided to roll it out in three phases over five 
years, 2005-2010. “We put all the strategies and initiatives 
into three blocks: the supply block, distribution and 
logistics, and demand,” said Vidjongtius, who is in charge 
of orchestrating the entire programme as IT, distribution 
and supply chain came under his purview enabling him 
to “see from many angles”.  

First off was financials. “The easiest part is the financial 
module, it is more generic, it is not difficult to see the 
results,” said the hands-on chief executive, who began 
his working life in an accounting firm. This was followed 
by order management including procurement of raw 
materials and invoicing.

It is now moving into phase two - distribution and 
logistics - and in the next two years, selected customers 

The head of US$700m Indonesian Pharmaceuticals distributor PT Enseval 
Putera Megatrading Tbk gives Supply Chain Asia’s June Lim an update on the 
implementation of a new $20m IT system

Enseval looks to IT to 
transform its business 

will be taken on board. Once fully implemented, Enseval 
will know the moment the products are pulled from 
the shelf. It can then replenish the stocks automatically 
without waiting for orders to be placed. 

This will enable it to accelerate its delivery speed to 
customers, which has been steadily compressed. “A year 
ago it was delivery on the same day. Now they are asking 
for four hours delivery,” Vidjongtius noted. Not all the 
customers will need this service, but those who do will 
have the demands met. 

It will also provide Enseval with an additional 
bargaining chip in negotiations with principals 
– numbering over 50 - that with Enseval they not 
only have a partner with the widest distribution of 
60 branches across Indonesia’s far flung archipelago, 
they will also have information visibility for informed 
decision making. They can track in real time product 
sales across all branches.

Any staff resistance to the programme has given way 
to anticipation as the benefits of the system become 
obvious. In terms of quantifiable benefits, Vidjongtius 
said Enseval’s response rate has risen from 80% in 2005 to 
92%. For principals this has meant that lost sales through 
stock-outs have been reduced. The target has been raised 
to 95% this year and 98% in 2009.

With better forecast, Enseval can now reduce its 
inventory level to 45 days of stocks, from 50-60 days 
previously, resulting in inventory savings of $15m in 
2007 and reduced requirement for warehouse space. 
“We want to go further, to reduce by another 7-10 days,” 
said Vidjongtius.  

Asked if the IT spent totalling over $20m in hardware 
and software is all worth it? Yes is the unequivocal 
response. Vidjongtius said improved efficiencies and 
reduced inventory should mean the company will recover 
the cost in five years. Being of one of the first Indonesian 
distributors to achieve this level of sophistication has also 
provided Enseval with an edge in securing new contracts 
while maintaining its existing principals.    

By 2010, when everything is in place, the company plans 
to venture beyond Indonesia, beginning with Singapore and 
Malaysia followed by Thailand and Vietnam, either through 
collaboration, mergers or acquisitions.     

Supply Chain Asia March/April 2008
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Supply chain and logistics salaries in Asia 
are increasing at a higher level than 
in most of the rest of the world but 

remain well below those of western markets, 
according to a new global supply chain and 
logistics employment study. 

The ‘Supply Chain and Logistics 2008 
Employment Study’ by industry HR specialists 
Logistics Recruitment, surveyed 15,000 
supply chain and logistics employees in 
Asia, the US, Europe, Oceania, Africa and the 
Middle East. 

The 90-page study notes that close to 
37% of respondents in Asia received a pay 
increase of more than 8% at their last salary 

Salaries rise in 
Asia as the fight for 
talent continues

A new global survey sheds 
light on a wide range of 
employment issues in logistics 
and supply chain, including 
who is earning what and how 
companies are trying to attract 
and retain staff. Turloch 
Mooney looks at the details

review. Just 23% of respondents in the US, 
13% in Australia and 16% in Europe received 
pay increases of similar size. 

Only in the Middle East were pay 
increases higher than Asia, with some 48% 
of respondents to the study in that region 
receiving salary increases of more than 8%. 

The study indicates that annual supply 
chain and logistics salaries in Asia remain 
on average well below salaries in western 
markets. Around 58% of respondents to 
the survey in Asia said they are earning 
under US$30,000 per annum. Only 1.87% of 
respondents in Europe said they were earning 
that amount or less, and 7.81% in the US. 

At the other end of the scale, 1.56% of 
respondents in the US said they were earning 
more than $300,000 per year. The highest 
salaries recorded by the survey in Asia were 
between $151,000 and $200,000, with 1.33% 
of respondents falling into that bracket. 

“Salary rises in Asia were high compared 
with international,” said Kim Winter, group 
managing director, Logistics Recruitment.

Data from the survey indicates wages 
in Asia should continue to rise more quickly 
than in most other regions, with close to 45% 
of respondents saying they expect an 8% 
increase or more at their next salary review. 
Just 12% of Australian respondents; 19% of 

❝The competition 
for talent has driven the 
need for unprecedented 
innovation and flexibility 

by companies as they 
find themselves in a 
war for talent from 
competitors across 

the road, city, state, 
country, and the world, 

and increasingly from 
other sectors as skills are 

sought and transferred 
between industry 

verticals.❞ 

– Kim Winter, 
group managing director, 

Logistics Recruitment
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those in America and 11% of those in Europe 
said they expected their salaries to rise by 
that much. 

“ The survey also indicates some 
significant wage pressure in [Asia], with 44% 
expecting wage rises of over 8%. This figure 
is only eclipsed by the Middle East, which is 
looking at huge wage pressure, with 49% 
of respondents expecting an 8%+ wage 
increase this year,” said Winter. 

Staffing 
In terms of staff levels, the survey indicates 
strong staff increases in all geographies over 
the period of the current financial year. 

More than 53% of respondents in Europe; 

79% of those in the Middle East; 57% in 
Australia and 73% in Asia said there had 
been an increase in supply chain and logistics 
staff during the current financial year. This 
trend is expected to continue, with 69% of 
respondents in Asia, 59% of those in the US, 
and 52% in Australia saying they believed 
staff levels would increase again in the next 
financial year. 

“The competition for talent has driven 
the need for unprecedented innovation 
and flexibility by companies as they 
find themselves in a war for talent from 
competitors across the road, city, state, 
country, and the world, and increasingly 
from other sectors as skills are sought and 
transferred between industry verticals,” said 

Annual salaries in Asia* Expected raise at next salary review

* figures in US$
Source: Logistics Recruitment 2008

counter-offers to staff when they resign are 
twice as common as elsewhere. But according 
to Winter, this may not be as sound a method 
to retain staff as many companies appear to 
believe. 

“Human resource managers need to have 
strategies in place around [counter-offers] as 
over 50% of those who are counter-offered 
stay for less than three months after the new 
offer and only 25% stay for more than 12 
months,” he says. 

“Counter offers in the main are not 
stopping staff going, so companies need 
plans in place before this ambulance at the 
bottom of the hill approach is used.” 

OverSeaS recruitment 
Recruiting staff from overseas is another key 
method employed by companies to counter 
the talent shortage.  Overall, the survey 
indicates the industry is becoming both more 
mobile and more international. 

Over 43% of the total number of 
respondents to the survey said they had 
relocated in order to get a job within the past 
three years, and some 45% of those said they 
had relocated internationally. 

As to be expected, that figure is 
significantly higher in Asia, where 68% of 
respondents said they had relocated to get 
a job within the past three years, and 62% of 
those said they moved overseas. Over 52% in 
the Middle East said they had relocated, with 
68% saying it was an international move. 

Decrease
7.79%

Remain the same
19.05%

Increase 
73.16%

Staff levels over the coming 12 months (Asia)

Source: Logistics Recruitment 2008

Winter. 
The survey notes 

several  measures 
companies appear 
t o  b e  t a k i n g  i n 
o r d e r  t o  a t t r a c t 
new staff and retain 
old staff, including 
m o r e  f l e x i b l e 
s a l a r y  p a c k a g e s 
and fringe benefits 
f o r  e m p l o y e e s , 
particularly in Asia 
and Australia. 

In addition, in 
the tougher talent 
locations of  Asia 
and the Middle East, 

131K-140K  0.66%
141K -  150K  0.66%

151K -  200K  1.33%

0K - 30K
57.34%

31K - 40K
16.03%

41K - 50K
4.44%

51K - 60K  2.88%
61K - 70K  0.66%

71K - 80K  5.33%
81K - 90K  4.00%

101K - 110K  2.00%
91K - 100K  2.67%

111K - 120K 2.00% Nil to 3%
10.88%

3% to 5%
18.83%

5% to 8%
25.52%

More than 8%
44.77%

Source: Logistics Recruitment 2008
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The internationalisation of the industry 
looks set to continue, with a massive 83% of 
total respondents saying they would consider 
relocation for their career in the future. 

“This is really an industry of international 
people doing international business,” said 
Winter. “Overall we’re seeing development 
of a much more fluid market. Governments 
need to realise this and work harder to 
reduce structural barriers such as visa and 

Main challenge when employing/sponsoring an overseas candidate 
(Asia)

Source: Logistics Recruitment 2008

qualification recognition issues if they want 
the right talent supporting the businesses of 
their countries.” 

Besides the key areas of salary and fringe 
benefits, the survey notes several other 
important areas companies can focus on to 
attract and retain staff in a very competitive 
environment. 

Companies should be looking at 
establishing themselves as ethical places to 

work, building good corporate responsibility 
programmes, and encouraging a positive 
work/life balance among employees, it notes, 
while good training and career guidance 
programmes also help. 

“When relocation is involved, HR 
departments would do well to stress issues 
relating to family and promotion of the 
lifestyles that can be enjoyed in the relocation 
destinations,” noted Winter.     

Main challenge when employing/sponsoring an overseas candidate (global)

Source: Logistics Recruitment 2008

❝This is really an 
industry of international 

people doing international 
things... Governments 
need to realise this and 
work harder to reduce 
structural barriers such 
as visa and qualification 
recognition issues if they 

want the right talent 
supporting the businesses 
of their countries.❞ 

– Kim Winter,
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What do see as the predominant challenge when employing/sponsoring 
an overseas candidate?
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25.33% of the respondents in Australia believe that Cultural Fit • 
is the most predominant challenge when employing overseas 
candidates. 

Overall Findings
25.62% of the total respondents believe that Cultural Fit is the most predominant challenge when employing overseas candidates.•  
19.64% of the total respondents believe that Visa/Work permits are the second most important challenge when employing overseas • 
candidates.

Africa
28.00% of the respondents in Africa believe that Visa/Work • 
permits are the most predominant challenge when employing 
overseas candidates.

America
49.98% of the respondents in America believe that Visa/Work • 
permits are the most predominant challenge when employing 
overseas candidates.

Asia
28.08% of the respondents in Asia believe that Cultural Fit • 
is the most predominant challenge when employing overseas 
candidates.
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Fate plays its hand in many ways, even 
in the rational world of logistics. For 
Joshua Wu, APAC/Japan Supply Chain 

Solutions Manager, Intel Corp, it came in the 
form of a magazine sent to him in Singapore. 
“I used to get a specific magazine on my 
doorstep every week and then one fine 
day it did not arrive and it got me asking 
questions. Where is it printed? Why did it not 
arrive? And the more I dwelt on it, the more 
interested I became with the answers, as I had 
never imagined the fascinating truth about 
a magazine being printed in Hong Kong 
the night before, and then on my doorstep 
the very next day,” explains Wu. This rather 
mundane incident was to be a turning point 
for Wu and sowed the seed of his successful 
career. Some ten years later, and with an 
additional degree in logistics, he admits he 
still remains fascinated by the world of supply 
chain management. 

Prior to joining Intel, Wu was an engineer 
in wafer fabrication companies in Singapore, 
and was initially attracted to the MNC by 
its strong product offering, diversity and 
compensation. “I’ve had great exposure to a 
range of challenges over my ten years in Intel. 
I’ve done country and regional functional 
roles, site and country assessment projects, 
and also formed high impact teams to address 
specific business needs. Most recently, I’ve 

also worked on integrating functions across 
geography, so even though I’m based in 
Singapore, I’ve travelled extensively around 
the world”.

Since 2006, Wu has been primarily 
concerned with improving deliver y 
performance to Intel’s customers in Asia 
Pacific and Japan. This all sounds fairly 
straightforward until you realise that it 
involves integrating the whole supply chain 
made up of customer business organisation, 
planning, warehousing and transportation. 
It’s a job he admits is one of the most 
challenging of his career, but one which has 
also yielded an improvement of about 10%. 

Although an exciting and innovative 
industry, Wu says it faces challenges of 
its own. “I suspect the main challenge to 
companies in terms of the supply chain is 
the ability to anticipate and react to changes. 
They have to invest to understand these 
changes and internalise it at some point. 
Not doing this well will put the company 
in a non-competitive position. I have done 
quite a bit of work, externally and internally, 
and have found the internal piece to be a 
lot more challenging. This is not a fault of 
anyone or the company, but has a lot to do 
with legacy. A top down approach with a lot 
of support from senior management makes 
it a lot simpler and successful.”

Wu believes that to ensure the industry 
meets this and other challenges, it is essential 
it nurtures fresh talent. He feels that currently 
the way the industry is promoted in the 
media, and in tertiary institutions, is perhaps 
not as effective as it could be. To attract 
such people he thinks the industry needs 
to simplify the way it presents itself, without 
complicated jargon, with a clear message, 
and in a way that people can relate to. 

One way in which Wu has personally 
made steps to promoting the industry is 
through the Youth Professionals Community, 
where he currently has an advisory role to 
the committee. “Simply put, it’s more like 
a mentoring role. I attend committee 
meetings when I can, get involved in their 
discussions and provide guidance. I see two 
important things in this work. One is a desire 
to put some of my expertise to use and the 
other is to be able to motivate and cultivate 
a pool of talent to support this growing and 
exciting industry.”

His hard work hasn’t gone unnoticed 
and in 2007 he was named Supply Chain 
Manager of the Year at the Supply Chain Asia 
Logistics Awards in Hong Kong. And to top off 
an excellent twelve months he also recently 
became a father, so can now look forward to 
lots of rewarding hard work at home as well 
as with Intel.     

Integration
Champion

Intel Corp APAC Supply Chain Solutions Manager Joshua Wu was 
presented with the Supply Chain Manager of the Year Award at 
the 2007 Supply Chain Asia Logistics Awards held in Hong Kong 
at the end of last year. Simon Saunders asked Joshua about 
the inspiration for his work and his thoughts on the challenges 
currently facing supply chain professionals 
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Active Cargo Services
AE Eagle Freight Transportaion
Agility
Air-Sea Worldwide
APL
APL Logistics
ATL Logistics
BPS Global
Cathay Pacific Cargo
Ceres Paragon Terminals
China Economic Review
China Logistics Club
China Navigation
City Connect
CMA CGN & ANL Asia Regional Office
Combined Logistics
Cortefiel Commercial
Cosco Logistics
CTI Logistics
Dachan Bay Container Terminal
Dachser Far East Ltd
Dell Hong Kong
DHL
DHL Global Forwarding
Dolphin Forwarding
DP World
DSV Air & Sea
Dubai Logistics City
Easely Services Ltd
Eastman Chemical
EGL
Emirates Shipping Line
Emirates Sky Cargo
Esprit
Esquel
Europhia Consulting
Expeditors
Expeditors International of 
Washington
Fedex
Flextronics
FocusAsia Media
GAC Logistics
Gateway Global Logistics
Geodis
Geodis Wilson
Global SC Group
Grayling Asia
Grayling China
HACTL
Hecny Shipping
Hellmann Worldwide Logistcs
HK Business
HK Shippers Council
HK Standard
HKGCC
Holdfast
Hunt Partners
IDS Group
IDS Logistics
IFB
INTEL
Inttra Hong Kong
Inttra International Inc
Japan Shipping & Trade News
JAS
Jones LongLaSalle
Kainan University
Kerry Logistics
Kingfisher
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Participating companies in the Supply Chain Asia Logistics 
Awards 2007 in Hong Kong

Kuehne & Nagel
KWE
Li & Fung Trading
Lloyd’s Register Group
Lloyd’s Register Group Asia
Logistics Recruitment Services
LRQA Asia
Macquarie Goodman Asia Limited
Maersk Hong Kong
Maersk Logistics
Mapletree
Metro
MISC
Mitsui OSK Lines
MSC Schipping Company
Mulitex Limited
Newell Rubbermaid
NNR
Noble International
Norman Express
NYK
NYK Logistics
On Time Express Ltd
OOCL
OOCL Logistics
Oracle
Orica Mining Services
P3
Panalpina
Port of Amsterdam
PSA
PSA Corporation Ltd
RTG Communications
Safeway Global Sourcing
Schenker
Schenker International
Sears
Senator International
SSI Schaefer
Stanton Chase International
Sun Cypress Shipping
Supply Chain Asia
TAPA (Hactl)
TAPA (Intel)
TAPA (Panalpina)
Tawana Ramada
TGI/CASA
The Children’s Place
TLAPS
TNT
TQM Consultants
TradeCard
TT Club
UPS
UPS SCS
UPS, HK
VA Partners, Malaysia
Vanguard Logistics Services
VCK
Viasystems
Virgin Atlantic Cargo
Winco
Woolworth’s
Word Asia
World Courier
YCH
YCH Group
Zim Israel
Zuellig Pharma

Lloyd’s Register Quality Assurance (LRQA) 
LRQA is a member of the Lloyd’s Register Group and is a leading 
provider of Business Assurance services. Through our Business 
Assurance approach, we deliver integrated services, including 
assessment and certification to international standards and 
verification of carbon emissions and social and environmental 
reports. 

LRQA helps clients to fine tune and use management systems 
to reduce their risks and to improve business performances. 
Integral to the services is the concept of verification, which 
measures an organisation’s current and future ability to deliver 
on its promises.

We aim to lead the market by displaying an unrivalled 
understanding of how our clients and their stakeholders define 
value.

Knowing what our clients value focuses how we apply our 
expertise in management systems, assuring that we develop and 
deliver solutions which consistently exceed expectations.

We provide services to some of the world’s largest organisations, 
helping them to use management systems to effectively manage 
risks and improve their businesses. We work across global supply 
chains such as food, transportation, shipping, aerospace and 
chemicals and have used our experience to participate in the 
development of ISO 28000, the most comprehensive global supply 
chain security management initiative.

Lloyd’s Register is an independent risk-management 
organisation that works to help improve its clients’ quality, safety, 
environmental and business performance throughout the world, 
because life matters.     

The 2008 Supply Chain Asia Logistics Awards will take place at the JW 
Marriott Hotel in Shanghai’s People’s Square. Balloting for the Awards 
through ballot forms in Supply Chain Asia Magazine and the Supply Chain 
Asia Portal will begin in May and regular updates on the progress of the 
event will be published in issues of Supply Chain Asia Magazine. 

The list of categories in the 2008 Supply Chain Asia Logistics 
Awards is as follows: 

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
4. The Supply Chain Security Award
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. The Education and Training Award
15. Airfreight Forwarder of the Year
16. Seafreight Forwarder of the Year
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The TT Club
The TT Club is the international 
transport and logistics industry’s 
leading provider of insurance and 
related risk management services. 
Established in 1968, as a mutual 
association, the Club specialises 
in the insurance of l iabilities 
and equipment for multi-modal 
operators. Customers are drawn 
from a wide range of the world’s 
shipping lines, port operators, 
freight forwarders, cargo handling 
terminals and logistics companies.

Having developed in step with 
the multi-modal industry, TT Club 
is recognised as an independent 
industr y forum, l iaising with 
national and international trade and 
government associations, including 
FIATA, IAPH, IMO and ICHCA. 

Since its inception, TT Club has 
grown steadily in terms of premium 
income, at an average rate of 
10% per annum for the last 20 
years, rising from net premiums of 
US$14.5m in 1980 to US$207m in 
2006. Customer loyalty has been 
an essential factor in this growth. 
Indeed, 93% of Members stay with 
the Club at renewal each year.

TT Club has: 
•	 Offices	in	19	locations	
•	 1000	Members	in	150	countries
TT Club insures: 
•	 70%	of	the	world’s	container	fleet	
•	 O ve r 	 2000 	 po r t / t e rm ina l	

operations 
•	 4000	 transport	 and	 logistics	

operations     

Emirates  
Shipping Line
Emirates Shipping Line was launched in 
April 2006. Commercially headquartered 
in Hong Kong and Dubai, two of the world’s 
leading centres for business and commerce, 
the company is strategically located to 
develop the expanding markets in Asia and 
the Middle East.

Emirates Shipping Line’s senior 
management team has decades of 
experience in international shipping and 
business. Currently the carrier is building 
a global network of offices and partners to 
meet the needs of our customers around 
the world.

Within a short 12-month period 
Emirates Shipping Line has launched 8 
new services: 
•	 3	services	to	the	US	via	the	trans-Pacific	

to the US Gulf and via Mediterranean to 
the US East coast: Asia Gulf Express, Asia 
US Express and Indus Express;

•	 3	 Intra-Asia	 services:	Middle	East	Asia	
Express, Hercules and Hyper Galex;

•	 2	additional	services	 launched	recently	
to East Africa: Africa-Far East-Asia service 
connecting China to East Africa, and 
Gulf-Indian Subcontinent-Africa service 
linking South Asia, Middle East with East 
Africa.

Emirates Shipping Line offers its 
customers	reliable,	fast	and	flexible	services	
and is committed to providing timely 
solutions around-the-clock.  

With a long term strategy Emirates 
Shipping Line will serve developed, new 
and emerging markets.     

Awards sponsor profiles

Agility
Agility is a global provider of integrated supply chain solutions with more 
than 20,000 employees, 450 offices in 100 countries around the world and 
over $4.5 bn in annual revenue.  A publicly traded company, we offer our 
customers	truly	personalised	service	and	flexible	solutions	tailored	to	meet	
their individual business needs, supported by a comprehensive network of 
warehousing facilities, transportation and freight management services.  
Our customers span a range of industries from technology and retail to 
consumer products and oil and gas.  In addition, Agility has three specialised 
business units: Defense & Government Services, Project Logistics, and Fairs & 
Events Logistics, each with dedicated teams to meet the complex customer 
requirements in these markets.  For more information about Agility, please 
visit www.Agilitylogistics.com.     
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AsiAn GodfAthers: Money And Power in honG KonG 
And southeAst AsiA 
by Joe studwell 
Reviewed by Paul French

Studwell’s latest book is certainly a challenge to perceived impressions 
of the so-called ‘tycoons’ of southeast Asia - men such as Li Ka Shing, 
Robert Kuok and a group of about 50 others. In a sense it’s a simple 
question - why does a region with no non-state owned company in the 
global top 500 also have 13 individuals among the top 50 wealthiest in 
the world? Studwell’s thesis in answer to this question is that they have 
achieved their success largely through a combination of having gained 
monopoly access to limited resources (raw materials, port facilities, 
banking licenses) through guanxi (connections) with political cronies 
and then maintaining that access through bribery in various forms, and 
pocketing use fees – a process Studwell terms “asset farming”. 

This of course goes against the hyperbole in the Asian media 
concerning most of these rather secretive individuals that sees them 
as entrepreneurial and captains of wealth creation. Indeed they dislike 
anything risky, according to Studwell - the Asian godfathers largely 
avoid the export business sector because it, unlike the monopolistic 
sectors they prefer, is truly competitive. This is bad for the region, the 
author argues, as GDP growth in southeast Asia is intimately linked to 
year-on-year export value (an argument he compellingly makes with 
a series of illustrative graphs).

Studwell’s complaints about the tycoons don’t stop there. He 
goes further to argue that as well as having actually contributed next 
to nothing towards the economic development of the region, they 
have actually harmed southeast Asia’s development by encouraging 
weak governance (both corporate and political) which allows them 
to maintain their monopoly holds on the assets they farm. This might 
not surprise readers familiar with markets such as Indonesia and the 
Philippines, but does raise questions about the much trumpeted 
economic freedom and transparency of places like Hong Kong.

Studwell’s book deserves to be taken seriously and read by anyone 
doing business in the southeast Asian region although it in many ways 
represents the start of a debate on the form and underlying strength 
of capitalism in the region rather than the definitive statement.     

GettinG rich first: life in A chAnGinG chinA 
by duncAn hewitt
Reviewed by Paul French

The last few years have seen an unprecedented flood of 
books about China – some good, some bad. Former BBC 
Shanghai and Beijing correspondent, Hewitt has spent 20 
years covering China after arriving as a language student 
in the mid ‘80s. Now he has distilled his experiences of 
those two fast moving decades into a book. Getting Rich 
First takes its name from the idea, first promoted by Deng 
Xiaoping more than 20 years ago, that China should permit 
the heresy of some people getting rich earlier than others, 
because those who did would then lead the rest of the 
country toward economic prosperity.   

Unlike most recent China books, Hewitt’s is a ground 
level analysis rather than the more usual 30,000 feet high 
theoretical perspective.

Hewitt explains the drives and motivators of today’s 
younger Chinese – the new middle class shopping in 
IKEA, loyal and devoted fans of teenage boy-bands, 
entrepreneurs, migrants moving from the countryside 
to the city and urban dwellers reconciling themselves to 
their homes being demolished underneath them in the 
name of progress. 

Along the way, Hewitt looks at the bigger themes 
of China through the eyes of these individuals – media 
freedom, low-level corruption and the future of the 
Communist Party are just some of the big topics he tackles. 
And of course there is the question of China’s future and 
the possibilities of chaos or a peaceful transition to a more 
democratic nation. Hewitt is wise enough not to make a 
prediction on this complex question. Rather he allows his 
subjects to tell their story and leaves the reader to draw their 
own conclusions. Getting under the skin of modern China 
and the modern Chinese is not easy for those visiting the 
country – it requires language skills, long-term commitment 
to building relations and friendship – things few people 
have time to do in these rapidly moving times. In this sense, 
Hewitt has done his readers a major service – allowing them 
an insight into those people he has come to know and who 
came to trust him enough to open up.     

Why does a region with no non-
state owned company in the global top 
500 also have 13 individuals among the 
top 50 wealthiest in the world?

Getting under the skin of modern China and the modern Chinese is not easy 
for those visiting the country - it requires language skills, long-term commit-

ment to building relations and friendship - things few people have time to do in 
these rapidly changing times.
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For Dr Stephen Davies, museum director of Hong Kong Maritime 
Museum, the real soul of Hong Kong historical shipping was the 
junk trade; and the city is returning to its roots as river trade barges 
dominate the harbour activity at least in terms of vessel calls.

To illustrate his point that junks were the territory’s lifeblood, he 
displayed a 1911 engraving of the harbour in which he pointed out a 
mere 30 western steamships but over 200 junks.

After the second Opium War, the unequal treaty of Tianjin in 1858 
allowed Chinese vessels to trade freely into Hong Kong. In 1906 Hong 
Kong cargo throughput exceeded that of contemporary London and 
New York - 22,453,007 tons as opposed to roughly 20,000,000 tons for 
the two major capitals. 

“Yet on analysis, what emerges is that a mere 8,812,827 tons was 
actually nanyang or transoceanic trade, the rest, all 13,640,180 tons, 
or 60.75% of the total, was actually from the nanhai and the local PRD. 
Nanhai for the most part too,” explained Dr Davies. Chinese seafarers 
were largely illiterate and left limited records so their stories were 
not recorded and even their spoken language often lacked a written 
form. Little was recorded for historians except by some artist’s brush 
or a bureaucrat’s abacus.

“Very crudely one can say, with the possible exception of 
the period between about 1950 and 1985, that in the history 
of shipping in Hong Kong, the economic importance of the 
nanhai over the nanyang is of the order of at least two or three 
to one. It may well involve a far greater multiplier the further 
back we go in time. Hong Kong shipping, in other words, has 
always been overwhelmingly a business of relatively short haul 
or shortsea trade in fairly modest vessels - some indeed, barely 
‘ships’ at all,” he said.

During 1950 to 1985, China’s self-enforced isolation ended 
the vibrant trade. The average size of the ships grew, but the 
coastal trade dropped off precipitously and Hong Kong grew 
simply on its own merits as a manufacturing centre and link for 
deepsea trades.

For the maritime historian, the break bulk trades handled in 
Hong Kong were a fascinating but painfully inefficient way of 
transport. In 1956, the average ship took 57 days to transport 
a cargo from Colombo to discharge in Hong Kong, of which 11 
days were at sea. Today, the same journey takes 19 days of which 
11 days are by sea. “That’s the box; it has transformed the world,” 
said Mr Davies.

Local Hong Kong exports were gradually bolstered by revival of 
the China trade and the old junk trade resurrected itself with swarms 

of small coasters darting in and out of Hong Kong. China’s re-exports 
propelled Hong Kong and the city’s legendary land shortage was not 
a problem for the arrival of containerisation.

Quoting an ex boss of Modern Terminals, Mr Davies commented 
that the 1.5km by 1km of space in Kwai Chung handled the equivalent 
of the entire sea trade of Mexico. Hong Kong’s nimble crane operators 
can hit 55 moves per hour and engage in friendly competition with 
colleagues working in Shenzhen ports on breaking records. 

As late as the mid-1980s there was still a fleet of sailing junks in 
operation, but these surrendered the seas to the clunking container 
barges. 

“After a hiatus of 35 years, the junk trade returned, but it was in 
the form of a river-trade barge,” concluded Mr Davies.     

In 1906 Hong Kong cargo 
throughput exceeded that of 
contemporary London and New York 
- 22,453,007 tons as opposed to 
roughly 20,000,000 tons for the two 
major capitals.

honG KonG’s river trAde bArGe 
A royAl GeoGrAPhicAl society lecture by dr stePhen dAvies 
28 JAnuAry 2008 
Reviewed by Matthew Flynn 

The new river trade barge

Junks dominated Hong Kong shipping of old
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Not even Yahoo, as Microsoft found 
out.  

Microsoft made the audacious 
bid for Yahoo on February 1, shaking up the 
technology world. The bid represented a 62% 
premium on Yahoo’s last traded price. After 
that, Yahoo’s share price rose close to the offer 
price of $31 per share. 

Is Yahoo worth $44bn? What can you 
really buy with $44bn? Diageo, the world’s 
largest distributor of liquor and fine wine 
has a market capitalisation of around that. 
Wouldn’t Diageo be a better buy than 
Yahoo? Or maybe even FEDEX, which on the 
day of writing has a market capitalisation of 
$32bn.

Or maybe we’re just barking up the 
wrong tree?

The stories about mergers and acquisitions 
in our world today can often confound even 
the most brilliant minds. The DHL situation, 
for instance, which over the past decade 
saw the holding company of Deutsche Post 
consolidate so many different logistics entities 
to form the mega-logistics giant it is today, 
does not necessarily mean they will be better 

placed to compete in the highly dynamic 
world of supply chain. The ingredients for 
success are still very much a debatable topic 
as no single player in the supply chain world 
can claim full dominance in terms of customer 
acquisition and market share.

Mergers are often about combining 
complementary strengths and reaching 
out more effectively and efficiently to a 
combined customer base. More often 
than not, mergers or acquisitions also 
mean combining weaknesses, which can 
sometimes mean adding more negative than 
positive value to the initial proposition.

So can we trade brand and community 
value in the same manner the technology 
companies are doing in buying each other 
up? Personally, I would prefer to continue to 
see Yahoo as a standalone company rather 
than a Microsoft-Yahoo company. Not that 

I dislike the combination; more because I 
believe Yahoo’s community value differs so 
much from Microsoft’s community value that 
the combination may not bring the kind of 
benefits envisioned. 

Community value creation is unique to 
each and every one in the market today. Just 
like MySpace, YouTube or Facebook, many 
such communities started because there 
was a need to be fulfilled, not because they 
sought to make more money for themselves. 
It is true that those who founded these 
communities are now billionaires, but the 
focus on such services today is often too 
commercial for the community to feel they 
are part of it.

Over time, new communities will be 
founded because we will always long for a 
community that we can go to, without always 
being “sold to”.     

What can you buy with 

US$44bn?



Explore your transport mode and routing options, fi nd out how 
to move your cargo most cost effi ciently, learn from the experts 
about key issues like changing legislation, green logistics, 
security and effective freight service procurement and meet with 
your entire logistics and supply chain – from warehousing to 
freight forwarding.

Join these companies who are already registered on our website:

Michelin, MCM Foods, HJ Heinz, Fiat, Volkswagen, Canon Europe, 
Porsche, SEAT, Argos, Exxon Mobil, Lego, IKEA, Honda, Princes 
Foods, Chivas, Diageo, Ford, Skoda, Nissan, Volvo, Jacobs, Epson, 
Ricoh Europe, Toyota, Unilever, Monsoon, Gallaher Group Ltd, 
Marks & Spencer, Unipart, Nestle, Bridgestone, Whyte & MacKay, 
Dow Chemical, Hasbro, LFE Wines, Kawasaki, Capespan, Bayer 
Crop Science, Glenmorangie, Mitsubishi, Philips, Cargill, Heineken, 
ASICS, Reebok, Dole, Wm Morrison, BASF, Mattel, Akzo Nobel, 
Sony, Samsung, Bayer Healthcare, Jaguar Cars, Danone, AGIP, 
Chiquita, ASDA.

Large or small, any company moving cargo will benefi t from 
visiting Multimodal 2008.  

To register to visit the exhibition for free and receive full conference 
details visit www.multimodal.org.uk or call 01923 690651 and use 
promotional code “TID”.

The UK’s Biggest Transport and Logistics Event

Multimodal 2008 • Freight • Transport • Logistics • SCM • 
22-24 April 2008, NEC Birmingham, UK 

www.multimodal.org.uk

If you are exporting or importing, or planning to, 
this is an essential event for you.

120 Exhibitors  • High Level Conference • Free Seminar and Workshop programme
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“In your country, hidden import barriers (that is, barriers other than published 

tariffs and quotas) are an important problem or not an important problem?” 

“In your industry, how commonly would you estimate that firms make 

undocumented extra payments or bribes connected with the import and export 

permits?” 

The first question aligns well with the subject of interest here and the answer serves as a 

proxy to gauge the degree of transparency in the application of non-tariff measures. The 

second question goes in a similar direction, but focuses more on NTBs related to red-tape 

and corruption.

We have collected the answers to these two questions for 19 available9 APEC economies 

and rescaled the results from 0 (hidden import barriers/extra payments or bribes are not a 

problem) to 1 (hidden import barriers/extra payments or bribes are a problem). The 

results are presented in the first and second columns of Figure 2. In order to allow a 

comparison of APEC economies with other economies we also report the average 

performance of economies classified by the World Bank as low-income, lower- and 

upper-middle income, as well as high income.  

Figure 2: Hidden Trade Barriers and Irregular Payments (Coef. of Var.) in the case of APEC   
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According to the GCR data, Hong Kong China, New Zealand, and Singapore take the 

lead in this comparison. Most of the middle-income economies in APEC do better than 

9 Brunei Darussalam and Papua New Guinea were not covered in the GCR 2004.  
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Figure 4: Number of Days/Documents for Import/Export in the Case of APEC 
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The LPI also contains two variables which are worthwhile studying in the context of 

simplification, namely the number of border agencies involved in imports or exports. We 

expect that fewer agencies will be associated with firms spending less time—and 

therefore money—on dealing with administrators and ensuring compliance with the 

separate requirements of each agency. The majority of APEC economies demonstrate a 

strong performance in this respect (results are not reported). Compared to the three 

different world averages, they have less border agencies involved in imports than the 

respective average. Especially Singapore appears to possess a highly efficient structure of 

customs.  

Finally, as mentioned above, the GCR measures the extent to which unofficial payments 

in imports and exports play a role in an economy. Being obliged to make unofficial 

payments imposes an extra dimension of costs on exporters and importers. An example is 

the case when a bribe is required in order to “facilitate” access to the national market, 

even after payment of official duties and taxes.12 Looking at the APEC economies 

(results are not reported), one finds that all high-income economies do better than the 

12 We are aware, however, that the mechanism will not always work in this way. If a bribe is paid in order 
to avoid official duties, then by assumption it should result in lower nominal trade costs. Nonetheless, the 
importer or exporter will still need to deal with an added “layer” of costs, in the sense of having to deal 
with customs agents in order to “negotiate” an acceptable deal. 
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additional business costs due to the need to maintain larger inventories (Arvis, Raballand, 

and Marteau, 2007). 

In the first column of Figure 3, we present the gaps in clearance times for imports for 

APEC economies as well as the average for low-, middle-, and high-income economies. 

Figure 3 illustrates that Vietnam, the only low-income economy in APEC covered by 

LPI, has very small gaps in both dimensions placing it among the best performers, such 

as Singapore. The middle-income economies in APEC have similar gaps to the world 

average for middle-income group. Among the high-income economies, Hong Kong 

China and New Zealand take the lead. 

Figure 3: Lead Time Gap (Imports), Lack of E-Readiness, and Favoritism in the Case of APEC 
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Effective use of information technology is another possible way in which governments 

can make the trading environment more transparent. We assess this dimension using the 

UN’s ranking of the e-government readiness of its Member States.10 It measures the level 

of telecommunication and human capital infrastructure development in an economy, and 

reflects to what extent governments make use of this infrastructure for the provision of 

information, products and services. 

In the second column of Figure 3 we summarize the performance of APEC economies 

with respect to e-government readiness (lower values indicate a higher degree of e-

government readiness).11 In this comparison, nearly all middle- and high-income APEC 

10 The ranking is based on a composite index comprising the Web measure index, the Telecommunication 
Infrastructure index and the Human Capital index. 
11 UN Global E-government Readiness Report does not contain data for Hong Kong China and Chinese 
Taipei.

Hidden trade barriers and irregular payments in APEC countries

Number of days/documents for import/export

Lead time gap (imports), lack of e-readiness and favouritism

Source: World Bank Development Research Group, 2007

Source: World Bank Development Research Group, 2007

Source: World Bank Development Research Group, 2007



March/April 2008 Supply Chain Asia

63Supply Chain - indiCatorS

Key Indicators of Developing Asian and Paci�c Countries142

Table 18:  Growth Rates of Merchandise Exports, f.o.b. a 

 (percent)

Developing Member Country 
(DMC) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

East Asia
China, People’s Rep. of 1.5 21.0 0.5 6.1 27.8 6.8 22.4 34.6 35.4 28.4 27.2
Hong Kong, China 4.0 4.2 -7.4 0.1 16.6 -5.8 5.4 11.7 15.9 11.4 9.4
Korea, Rep. of 3.7 5.0 -2.8 8.6 19.9 -12.7 8.0 19.3 31.0 12.0 14.4
Mongolia -10.4 6.4 2.4 -1.8 18.0 -2.7 0.5 17.5 38.5 24.8 44.9
Taipei,China 7.7 9.6 8.0 6.0 18.6 -10.0 9.8 10.8 17.9 4.5 14.2

Southeast Asia
Brunei Darussalam 8.9 3.0 -28.7 33.5 53.0 -6.7 1.7 19.4 14.4 23.6 21.2
Cambodia -24.6 33.9 -6.9 40.9 23.6 12.5 12.6 17.9 24.1 12.4 26.8
Indonesia 9.7 7.3 -8.6 -0.4 27.7 -9.3 1.5 9.4 11.5 22.9 17.5
Lao PDR 3.1 -1.4 7.7 -10.5 9.6 -3.3 -5.9 11.6 8.3 52.2 59.5
Malaysia 6.5 12.1 29.7 12.2 16.1 -10.4 6.9 11.3 21.0 10.9 10.3
Myanmar 8.8 17.5 4.8 32.4 42.3 34.5 16.5 -29.2 18.3 23.7 ...
Philippines 17.7 22.8 16.9 18.8 8.7 -15.6 9.5 2.9 9.5 4.0 13.9
Singapore 5.2 5.3 -1.0 5.7 22.4 -8.3 2.7 24.4 20.5 14.0 12.8
Thailand 0.4 27.9 24.4 -1.4 25.2 4.0 1.4 13.7 16.5 14.6 11.4
Viet Nam 33.2 26.6 1.9 23.3 25.5 3.8 11.2 20.6 31.4 22.5 22.7

South Asia
Bangladesh 5.5 19.5 23.1 2.2 19.5 30.1 -4.6 7.5 22.1 29.7 32.8
Bhutan 6.1 20.3 4.2 11.9 -7.5 8.2 9.7 13.0 33.6 37.7 64.9
India 11.7 9.5 7.4 14.2 27.6 2.7 22.1 15.0 23.4 23.2 ...
Maldives  -6.0 12.3 6.6 -4.3 18.8 1.4 20.1 14.8 19.1 -10.7 39.4
Nepal 12.7 13.9 21.5 29.7 39.7 11.7 -15.6 6.4 8.0 8.9 4.2
Sri Lanka 16.3 20.9 13.2 4.8 29.2 2.4 4.5 10.1 17.9 9.3 12.3

Central and West Asia
Afghanistan -22.8 12.6 10.3 4.4 -17.4 -50.5 47.1 44.0 111.8 25.9 ...
Armenia 7.2 -19.9 -5.1 5.1 29.7 13.7 47.8 35.7 5.4 34.7 3.1
Azerbaijan -0.9 23.8 -22.4 53.4 87.7 32.6 -6.3 19.5 39.6 20.2 46.6
Georgia ... ... -19.8 28.9 30.3 -1.6 8.9 33.4 40.3 33.9 14.6
Kazakhstan 12.6 9.9 -17.9 10.1 50.1 -2.0 11.9 33.7 55.5 38.6 37.3
Kyrgyz Republic 23.6 19.5 -14.9 -11.6 11.2 -5.6 2.0 19.8 23.6 -6.5 18.2
Pakistan 17.4 10.8 14.8 4.6 13.5 21.4 4.1 15.9 11.9 17.3 15.4
Tajikistan -1.1 -3.2 -20.0 15.4 13.9 -16.9 13.1 8.2 14.8 -0.7 54.0
Turkmenistan -10.0 -55.6 -20.9 99.9 111.1 4.6 9.0 10.7 9.6 42.6 20.2
Uzbekistan 23.4 -4.4 -19.6 -8.3 0.9 -2.9 -5.7 24.6 30.3 11.5 18.1

Paci�c
Cook Islands -34.1 -6.8 40.8 12.1 196.3 -19.2 -32.3 33.5 -26.2 -31.1 -26.9
Fiji Islands 20.1 -14.8 13.3 19.6 -5.3 5.7 -7.0 12.1 -5.0 -1.1* 0.8*
Kiribati -32.0 23.7 10.3 45.9 -54.5 4.7 -2.2 -29.3 -24.9 38.7 79.9
Marshall Islands -18.0 -16.6 -63.4 32.7 19.1 ... ... ... ... ... ...
Micronesia, Fed. States of -72.8 -24.8 -58.5 -36.1 ... 9.6 -21.5 26.1 -23.1 -7.3 ...
Nauru 38.7 -35.7 -5.5 75.3 -13.4 -48.0 -34.1 ... ... ... ...
Palau 0.3 -15.1 -6.1 -34.2 57.7 44.0 22.8 -58.7 -30.1 128.1 ...
Papua New Guinea -2.5 -7.6 20.4 35.0 16.1 5.0 4.6 22.8 5.0 23.5 24.1
Samoa 14.5 50.9 48.2 -1.4 -18.1 17.3 -12.0 -4.3 -25.2 -1.9 -11.6
Solomon Islands 14.5 -1.2 -6.2 -0.1 -45.5 -24.9 56.8 42.8 30.6 6.0 18.8
Timor-Leste ... ... ... ... ... ... 1850.9 85.2 -26.0 -58.9 ...
Tonga -16.5 -8.6 -16.0 72.9 -19.6 -10.5 111.7 13.4 -11.5 -35.3 ...
Tuvalu 91.0 3.3 -82.0 164.2 -90.4 88.2 687.5 -41.7 23.8 -56.0 ...
Vanuatu 6.1 21.3 5.8 -23.0 8.9 -20.1 -10.5 25.6 28.1 -1.0 24.3

a Unless otherwise indicated, data are from the external trade statistics.
b Brunei Darussalam is not a DMC but an unclassi�ed regional member country of ADB.
c Refers to �scal year.

Sources:  Country sources.
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Table 19:  Growth Rates of Merchandise Imports, c.i.f. a 

 (percent)

Developing Member Country
(DMC) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

East Asia
China, People’s Rep. of 5.1 2.5 -1.5 18.2 35.8 8.2 21.2 39.8 36.0 17.6 19.9
Hong Kong, China 3.0 5.2 -11.5 -2.5 19.0 -5.4 3.3 11.5 16.9 10.3 11.6
Korea, Rep. of 11.3 -3.8 -35.5 28.4 34.0 -12.1 7.8 17.6 25.5 16.4 18.4
Mongolia 8.6 27.4 -12.4 1.9 19.8 3.8 8.3 16.0 26.3 17.1 25.4
Taipei,China 2.6 16.4 7.5 2.0 22.2 -17.0 7.5 12.5 28.3 3.9 12.4

Southeast Asia
Brunei Darussalam  19.4 -14.6 -34.3 -5.1 -16.7 4.8 34.3 -14.7 7.2 4.9 11.4
Cambodia -9.7 1.9 6.7 36.6 21.6 8.2 12.7 13.0 22.5 20.1 20.6
Indonesia 5.7 -2.9 -34.4 -12.2 39.6 -7.6 0.9 5.9 39.6 24.9 5.9
Lao PDR 17.1 -6.0 -14.7 0.3 -3.4 -4.7 -12.4 3.4 54.2 23.8 20.2
Malaysia 1.5 12.0 3.3 8.9 25.3 -10.0 8.2 4.4 26.3 8.6 10.8
Myanmar 14.3 22.0 17.4 -3.6 -7.3 21.9 -18.9 -10.1 -15.4 1.5 …
Philippines 21.8 11.2 -18.3 3.3 3.8 3.3 17.6 3.6 8.3 7.3 8.6
Singapore 5.0 6.2 -13.6 10.8 23.4 -10.5 0.3 13.9 23.6 13.6 13.7
Thailand 3.9 5.0 -7.8 7.5 30.8 10.4 0.8 13.1 21.1 25.1 2.5
Viet Nam 36.6 4.0 -0.8 2.1 33.2 3.7 21.8 27.9 26.6 15.0 22.1

South Asia
Bangladesh 20.7 7.9 11.9 12.6 9.5 19.6 -2.6 14.0 14.9 25.6 22.5
Bhutan 29.0 11.3 32.3 16.8 7.4 3.6 6.3 21.4 60.7 -8.6 11.6
India 13.2 11.0 15.7 20.7 7.3 6.2 21.2 20.8 33.2 29.8 ...
Maldives 12.6 15.6 1.5 13.6 -3.4 1.3 -0.5 20.2 36.3 16.1 24.4
Nepal 16.9 25.7 -4.9 -1.7 24.0 6.6 -7.2 15.8 9.6 9.7 17.1
Sri Lanka 10.6 14.9 9.9 11.0 31.4 -3.8 9.7 10.1 26.0 9.9 19.7

Central and West Asia
Afghanistan 70.8 -8.6 -23.5 119.1 16.2 44.2 44.6 -14.3 3.6 13.5 ...
Armenia 27.0 4.3 1.1 -10.1 9.1 -0.8 12.5 29.6 5.6 33.4 21.8
Azerbaijan 43.9 -17.3 35.5 -3.8 13.1 22.1 16.4 57.7 33.9 19.8 25.1
Georgia ... ... -6.7 -33.5 21.2 6.2 5.7 43.4 61.9 34.8 47.6
Kazakhstan 11.4 1.4 0.3 -15.3 37.9 27.9 2.1 27.7 52.0 35.8 36.4
Kyrgyz Republic 60.4 -15.3 18.6 -28.7 -7.6 -15.7 25.6 22.2 31.2 17.0 56.0
Pakistan 23.9 17.1 -6.3 6.9 14.6 17.4 1.2 12.5 25.7 36.6 39.4
Tajikistan -20.3 12.3 -5.2 -6.8 1.8 1.9 4.8 22.2 35.3 11.6 29.7
Turkmenistan -3.7 -9.9 -14.9 46.7 20.7 31.6 -9.8 5.8 30.1 24.7 9.2
Uzbekistan 63.2 -4.2 -27.3 -5.4 -5.2 6.4 -13.5 9.3 28.7 7.2 7.4

Paci�c
Cook Islands -14.8 14.9 -2.2 11.2 42.0 -0.1 -8.9 19.0 -5.5 0.6 13.9
Fiji Islands 10.4 0.6 3.0 28.2 -0.9 10.7 -2.3 16.0 9.5 8.8* 14.6*
Kiribati 2.2 8.1 -1.2 22.7 6.6 10.4 22.1 -13.2 1.6 23.9 -15.8
Marshall Islands -2.8 -15.9 10.4 2.4 -20.6 ... ... 11.9 11.4 ... ...
Micronesia, Fed. States of -15.5 -10.6 -34.3 -75.1 … 6.6 -8.4 13.1 12.5 -1.9 6.0
Nauru -12.0 -39.2 -13.4 15.1 131.1 -12.8 13.3 ... ... ... ...
Palau 19.8 0.6 -13.3 112.9 -5.6 -21.4 -3.2 -8.8 21.6 -2.0 ...
Papua New Guinea 23.2 6.7 4.8 23.7 0.7 13.9 55.9 3.7 10.6 0.3 25.9
Samoa 6.9 5.1 11.5 22.0 0.1 39.9 4.8 -12.5 13.1 17.6 19.7
Solomon Islands -19.9 30.3 12.3 -13.6 -11.7 -8.1 1.0 16.2 25.8 69.9 35.1
Timor-Leste ... ... ... ... ... ... 24.8 -29.8 -34.2 -25.3 ...
Tonga -6.4 0.3 11.2 13.7 5.7 25.9 25.8 2.1 3.6 13.6 ...
Tuvalu -8.6 35.8 40.1 9.3 -28.7 -23.8 200.8 18.1 -35.5 9.1 ...
Vanuatu 2.1 0.0 3.4 10.6 -1.1 6.5 -5.2 2.2 12.6 14.0 8.8

a Unless otherwise indicated, data are from the external trade statistics.
b Brunei Darussalam is not a DMC but an unclassi�ed regional member country of ADB.
c Refers to imports, f.o.b.
d Refers to �scal year.
e Prior to 2000, data refer to imports, f.o.b.
f From 2001 onward, data refer to imports, f.o.b.

Sources:  Country sources.

Growth rates of merchandise imports, c.i.f. (percent)

Growth rates of merchandise exports, f.o.b. (percent)

Source: ADB 2007

Source: ADB 2007
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Blog erg
Supply ChainBecause of their low-tech, easy-to-use 

nature, blogs have exploded not only 
as forums to discuss celebrity and 

political goings-on, but as a resource tool for 
finding solutions to real business challenges. 
With an increasing interest in logistics and 
supply chains, there is also a rise in the 
number of blogs on such issues on the net. 
Below are some excerpts that we found on 
the World Wide Web. 

Time for new supply chain heroes
Almost always, someone cites examples of 
great supply chains, and about 98% of the 
time the references are to Wal-Mart and Dell, 
and occasionally one or two others (e.g., 
Procter & Gamble). In April 2005, for example, 
I participated at a Supply Chain Management 
conference at Penn State, during which 
a panel of supply chain pundit types was 
asked specifically to name some great supply 
chains besides Dell and Wal-Mart. I recall the 
panel managed to cite P&G and not a whole 
lot more. 

Dell and Wal-Mart are great companies 
with great supply chains. But their supply 
chains are arguably not delivering the 
competitive advantages they once did. 
Innovation is eventually matched, and 
operating conditions change.

In Dell’s case, competitors have simply 
caught up from a supply chain effectiveness 
and cost perspective. That’s in part why 
we’ve seen both IBM and HP very active and 
public about their supply chain stories in the 
past couple of years. They want the market 
and Wall Street to know Dell isn’t the only 
computer firm with an impressive supply 
chain.

The advantages Dell had in terms of 
make-to-order model are also reduced as 
the price of finished units and individual 
components continues its relentless drive 
south. The cost of inventory and the dynamics 
of component pricing just have less of an 
impact. 

Wal-Mart has also had some troubles 
internationally, having major stumbles in 
Germany and South Korea, and a tough time 
in the UK, versus Tesco. Some have stated 
that the centralised “command and control” 
model that drove store operations and the 
supply chain in North America may not be 
effective in other parts of the globe. Wal-
Mart itself is now moving in part to a more 
decentralised operating model in the US. 
The company had also allowed inventory to 

grow at a much faster rate than sales growth 
for a couple of years, leading to this year’s 
Inventory DeLoad program (which appears 
to be having a positive effect in reversing 
this trend).

I think very highly of P&G’s supply chain, 
and think the company is especially good at 
continuous improvement.  It has continued to 
thrive. Still, I’ve also heard from some people 
in the know that there have been some things 
to learn from the Gillette supply chain team 
post acquisition about sales and operations 
planning, collaboration and some other 
supply chain processes.

So while giving these companies their 
due, I think we need to find some additional 
icons, and be more explicit about why any of 
them are “in the club”. A very imperfect list of 
new icon candidates is offered below, some 
of them “likely suspects,” maybe some others 
that will surprise.
•	 IBM:	for	the	massive	and	impressive	job	

they have done under the leadership 
of Bob Moffat in building an integrated 
supply chain organisation on a huge 
global scale

•	 Cisco:	sometimes	mentioned	as	an	icon,	
Cisco impresses with its ability to run a 
huge, almost totally outsourced supply 
chain with a relatively small team and 
heavy infusions real-time information 
and visibility

•	 Zara:		Zara	has	implemented	the	demand-
driven, “Quick Response” supply chain 
that many hoped was the future for the 
industry 15 years ago but which has 

largely failed to materialise
•	 Tesco:	 it	 adopted	 lean	 principles	

throughout its supply chain, and seems 
very savvy in its approach to RFID

•	 The	 Limited	 Brands:	 seems	 under-
recognised to me, probably in part 
because (of necessity) its supply chains 
are tightly aligned with its many 
individual store brands. But the specialty 
retailer seems always on the supply chain 
move, and is known for the quality of its 
supply chain and logistics development 
programs

•	 Frito-Lay:	a	division	of	PepsiCo,	the	snack	
team has leading edge distribution 
processes, is an advanced user of supply 
chain technology, and is one of the few 
companies performing true continuous 
network optimisation. Like The Limited, 
it is also one of the “farm teams” for the 
rest of the industry.

•	 Canadian	Tire:	 this	 Canadian	 retailer	
does outstanding work letting demand 
drive the rest of the supply chain, and 
has shown strong operating results 
competing north of the border against 
Wal-Mart.

•	 Ashley	Furniture:	 this	 rapidly	growing	
furniture manufacturer and retailer 
does one of the best jobs we’ve seen 
managing a long global supply chain like 
a just-in-time one. 

•	 Wegmans:	 this	smaller	profile,	privately	
held grocery chain doesn’t get enough 
credit for seemingly always being in 
the forefront and driving real value 
from initiatives like CPFR and data 
synchronisation. 

We certainly need some “new blood” in 
terms of our supply chain role models.     
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