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EDITOR’SVIEW
The importance of people

T

he course of 2007 has seen a range of important issues dominate
the development of the supply chain and logistics sector in Asia.
Picking what you could call the most important is always difﬁcult,
but my top six, based on those that will likely impact the industry most
over the coming years, are:
§ Changing security requirements and demands - well
exempliﬁed in the call for 100% screening of air cargo bound
for the US
§ The emergence of new sourcing markets and the constraints
on sourcing from those markets, particularly India, Vietnam
and inland locations in China
§ The continuing consolidation of the industry - most visible in
the trend of global players acquiring domestic and regional
supply chain and logistics outﬁts
§ The growing recognition of the strategic importance of the
supply chain and logistics sectors to national economies and
consequent increased efforts by Asian governments to create
hubbing locations
§ The increasing impact of technology and its application across
supply chain and logistics processes
§ The challenge of human resources
Permeating pretty much all sectors of the industry, the human
resource challenge is arguably the most pressing issue facing the
supply chain and logistics sector in Asia at the moment. Dealing with
this challenge effectively, after all, will largely determine how well
enterprises manage to negotiate the other issues listed above.
The most immediate aspect of this challenge is simply a lack of
qualiﬁed staff to ﬁll positions in many countries in the region. One
reason for this is that the speed of growth of the industry has been
outpacing the speed of growth of quality training courses. Another
is the fact the supply chain and logistics sector still suffers from an
undeserved image as a less attractive employment location when
compared with several other industries.
But filling open positions is only part of the human resource
challenge. Companies in Asia also need to recognise the need for HR
strategies that create the kind of workforce required to deliver on
business strategies in a globalising supply chain environment.
The central point of our cover story, by John Gattorna, that contemporary
supply chains are really all about people is to be ignored at peril. His thesis
is that the starting point for supply chains has to be the customer; that
organisations must create dynamic supply chain capabilities to effectively
meet customer needs, and that the biggest obstacle to achieving this is to
be found in the make-up of enterprise human resources.
The path to addressing the human resource challenge is quite a
clear one. Meeting staff shortfalls can be addressed by investing in
developing well-deﬁned recruitment and staff retention strategies.
Companies can also work on branding themselves as good places to
work, and deliver on the promise of that branding by nurturing talent
with training and other incentives.
From this base, a corporate culture can be built that discourages
silo behaviour among staff groups and departments, allowing for
organisations with a dynamic supply chain capability that can
successfully meet customer needs, as well as meet the more general
change and challenges facing the industry.
This is the secret of companies that operate the most successful supply
chains today, and will be the key factor in the creation of companies that
can thrive amid the demands of globalisation of the future.
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COUNCIL’SMESSAGE
The Asia Paciﬁc logistics opportunity
The global market for outsourced logistics is estimated to be
in the neighbourhood of US$400bn and is expected to grow to
$590bn by 2010. Needless to say, the Far East share of this growth
will be huge.
The latest estimates from Hong Kong based M&A consultants,
Corporate Capital Consultants, are that 40,000 logistics service
providers are now operating in China in an industry ripe for
consolidation. The larger international players like Agility are
now moving in to partner with the best local companies in
order to strengthen their networks. Major logistics suppliers
like to talk about their “global footprint” but that is just half of
what is needed to manage supply chains. Local expertise, such
as intimate knowledge of customs regulations, security, and
warehousing is a key requirement for doing business in Asia.
The drive for a bigger slice of the pie in China and throughout
Asia is due to an increase in outsourced logistics services, as
manufacturers and brand names hive off signiﬁcant logistics
activities to third party logistics (3PL) providers in order to
focus on their core competencies.
By 2010, the global outsourced logistics market is set to grow
to $590bn and China’s phenomenal import and export growth is
a major driving force.
With China’s logistics services sector expanding quickly to
meet demand for outsourced services, and acquisitive 3PLs and

private equity fund managers looking for the right companies
to buy, the current surge in investment in the market will run
for some time yet. I can’t say for certain where this will all lead
but I can say the following trends will continue for the short to
medium term:
– The Asia logistics market will be dominated by China and
India, with some emerging countries playing a signiﬁcant
role (Vietnam, Korea, and Thailand)
– Western providers will continue to acquire local and regional
players to build their presence and most importantly, their
local expertise
– Energy costs will remain high and the opportunity for cost
reduction will no longer be with the carriers and forwarders
but by building more efﬁcient sourcing and logistics processes
The future is indeed bright for logistics providers who
can build their portfolio of services around the fast changing
customer needs in Asia.
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INFRASTRUCTURE UPDATE
DEVELOPMENTS

• Deutsche Post World Net AG and Schenker
have been connected with a probe by European
competition regulators on concerns some
companies may have violated rules that outlaw
restrictive business practices. The European
Commission said it conducted surprise
inspections at unnamed companies in the
business of freight forwarding, but added the
raids were ‘a preliminary step’ in cartel
investigations that did not necessarily mean the
companies were guilty of breaking EU antitrust rules.

• United Parcel Service posted a higher Q3 proﬁt citing growth in its
global business, supply chain and freight units, plus modest growth
in its US package business despite a “sluggish” economy. The
world’s largest package-delivery company reported third-quarter
net income of US$1.08bn, or $1.02 a share, compared with
$1.04bn, or 96 cents a share a year earlier.
• INTTRA broke e-commerce records in September with more than
one million container transactions initiated through its portal. In
total, the INTTRA portal is expected to process more than ten
million containers in 2007, doubling last year’s volume of
containers and representing 10% of global ocean container trade.

UNITED STATES
OF AMERICA

Supply Chain Asia November/December 2007

• Colgate-Palmolive, Johnson & Johnson and
Reckitt Benckiser have joined together in a
major project with DHL Exel Supply Chain to
open a Logistics Campus in Unna in North
Rhine-Westphalia. The 645,000sq ft campus,
which will open in mid 2008, is designed
especially for brand manufacturers of cosmetics
and cleaning agents.

The European Commission
adopted a series of initiatives
aimed at making freight
transport within the EU more
efﬁcient and sustainable. The
new package of measures
consists of proposals
concerning logistics, a
priority freight rail network,
European ports and the
creation of a barrier-free
maritime transport area. The
plan also aims to improve
the ﬂow of information
accompanying the physical
transport of goods and
simplify administrative
procedures.

GERMANY
EUROPE
SWITZERLAND
Kuehne + Nagel
Group grew
turnover in the
ﬁrst nine months
of 2007 by 15.7%
to CHF15,378m,
with net earnings
up 29.9% to
CHF408m. A 16%
rise in volumes was
recorded in the
seafreight division
despite slowing
growth in the global
seafreight market.

INFRASTRUCTURE
DEVELOPMENTS
UPDATE

Hyundai began
construction of a new
logistics centre in
Moscow to meet the
growing needs of Hyundai
and Kia dealer networks
in the country and their
partner Mobis Parts CIS.
The US$35m centre
will serve the needs of
annual vehicle sales of
over 300,000 units by the
South Korean car makers
expected from 2009
onwards.

RUSSIA

Allcargo Global Logistics
is to build ten logistics
parks across India
with an investment of
US$86m. The parks are
planned for Mumbai,
Hyderabad, Kolkata,
Bangalore, Ahmedabad,
Nagpur and Delhi.
Allcargo said it had
also purchased 40-ft
containers that can be
used for transporting
cars, and has begun trial
runs for auto majors in
the country.

INDIA

DUBAI
Emirates SkyCargo’s Ram
Menen said it’s important for
the air cargo industry to build
the means to address the
challenges that lie ahead with
one voice. Speaking at the
2007 FIATA World Congress,
Menen said as ‘peas of the
same pod’ the industry needs
a common voice to deal with
issues such as liberalisation,
e-freight initiatives,
security and environmental
challenges.

Ports at Shanghai
reported US$378.17bn
in foreign trade in the
ﬁrst three quarters of this
year, a growth of 20.9%
on the same period
of last year, Xinhua
said. The total includes
$238.5bn in exports, up
22.8%, and $139.68bn in
imports, up 17.8%.

CHINA

South
Korea

Schenker-Gemadept Logistics Viet Nam Co.
broke ground for a 15,000 sq m logistics
hub in Song Than Industrial Park in Binh
Duong Province. Juergen Braunbach,
director of SGL, said the new facility would
provide top quality warehouse space that
was badly needed in the local market.

7

DHL broke ground for a
US$50m hub at Incheon
International Airport. The
4.9 acre hub will serve
as a consolidation and
distribution centre for Korea
and for markets such as
Mongolia, Guam, Saipan
and the Russian Far East,
providing customers in
those countries with more
connections to the US and
Europe.

VIETNAM
BURMA
An overgrown
and disused road
connecting India to
China via Burma is
soon to reappear on
maps of the region.
Six decades after
closing, the road is
being restored by
India and China as
they vie for inﬂuence
in Burma and seek
to boost their own
bilateral trade.

PHILIPPINES
Philip Morris International
has chosen the former US
naval base at Subic Bay
as a permanent regional
logistics and warehouse
hub with an investment of
US$20m.
When the logistics facility
becomes operational,
tobacco leaves from
countries such as
Vietnam, Indonesia
and some parts of the
Philippines will be sent
to the Freeport, sorted
there and then distributed
to Philip Morris
manufacturing sites
throughout Asia.
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INFRASTRUCTURE UPDATE
DEVELOPMENTS

Reforms can make India
growth sustainable: OECD
India’s annual economic growth could reach
a sustainable 10% and be spread more evenly
across the country if it pursues ambitious and
wide-ranging reforms, says a new OECD report.
In its ﬁrst ‘Economic Survey of India’, the
OECD says market-based reforms since the
1980s have helped reduce poverty and average
incomes are expected to double within the next
decade. Economic growth is currently running at a
sustainable 8% a year.
India is now the world’s third largest economy
behind the US and China when measured in
terms of real prices and purchasing power.
Presenting the report at a seminar organised
by the Indian Council for Research on
International Economic Relations (ICRIER) in
New Delhi, OECD Secretary-General Angel
Gurría emphasised that India’s success over
the past two decades is largely the result of
reforms that give a greater role to the private
sector while reducing the presence of the state
in economic affairs.
“The share of exports in GDP has risen
dramatically, almost tripling in the past

two decades. India is now well- known for
its growth in IT services exports. More
recently, it has beneﬁted from the outsourcing
of business processes. We estimate that in
2006, India was the fourth largest exporter
of IT and IT enabled services, up from
16th place as recently as 2003,” he said.
Nonetheless, he noted, the OECD survey
points to a number of areas where India’s
economy could beneﬁt from further reforms.
“Undertaking a series of economic reforms
would allow India to reach a sustainable growth
rate of 10%,” he said. Among these, he cited
four major areas for possible action: improving
the business environment; infrastructure;
public ﬁnances and labour market reform.
The report makes a number of speciﬁc
recommendations. Red tape, for example, still
holds back business. The survey urges state
governments to become better organised and
build on improvements made at the national
level. The new Competition Commission needs
to start work as quickly as possible now that it
has full legal backing.

Poor infrastructure drives
up Vietnam logistics costs
The lack of seaports, especially deep water
ports, and roads degradation have both kept
Vietnamese goods from getting to the world.
“Poor infrastructure is now the biggest weak
point of Vietnam,” said Nguyen Thanh Bien,
deputy minister of Industry and Trade, at a
workshop on seaport services and logistics held
in Da Nang in late October.
While both domestic and foreign
investment are on the rise, Vietnam is still
facing power shortages; roads have been
degrading; seaports remain deficient,
and all of this is making Vietnam’s goods
struggle on their journeys out of the country.
Mr Bien’s words conﬂict with the widely held
view that local authorities have been rushing to
build seaports everywhere they can. Vietnam
is lacking enough ports, while at the same
time many seaports have become redundant.
Supply Chain Asia November/December 2007

Vi e t n a m n o w h a s 2 6 6 s e a p o r t s
located in 24 coastal provinces and cities.
However, only nine of them can be
upg raded to the levels which would
make them capable of receiving 50,000
DWT ships, or 3,000 teu container ships.
To date, 80% of Vietnam’s imports and
exports have been going through the
small seaports, according to Mr Bien.
Alan Tousignant, US commercial counsellor
in Vietnam, warns that seaports will be
overloaded -- and that logjams will continue to
occur as Vietnam’s trade keeps increasing.
Vietnam faces big challenges in its effort
to facilitate import and export cargoes.
Container transportation has witnessed a 19%
per annum growth rate in the past 10 years.
Vietnam plans to inject US$4.5bn in seaports in the
next ﬁve years; however, the same sum of money is

A modern bankruptcy law is also needed
to simplify the restructuring of insolvent ﬁrms.
Privatisation of more publicly-owned ﬁrms
should resume to help improve productivity
and profitability. In the meantime, public
companies should be controlled by a
government investment agency rather than
by a sponsoring ministry, in order to separate
ownership and policy-making.
“India’s infrastructure is seriously
overstretched,” the survey warns. The country’s
“high rate of economic growth is at risk if
infrastructure development does not increase
and keep pace with demand.” Electricity
shortages are one such brake on growth. To
boost investment in this area consumers should
pay for all of their electricity, the report says.
Business should no longer be forced
t o s u b s i d i s e c o n s u m e r s by p a y i n g
overly high electricity prices. Banks should be
gradually moved out of the public sector while
the government should stop directing bank
lending. These moves would improve allocation
of capital and boost growth.
The report calls for the removal of the ban
on foreign direct investment in retail shops.
This would help improve productivity and
supply chain management, reduce the high
rates of waste of farm products and lower
prices for the consumer.

probably required for land transport development.
Only 19% of roads in Vietnam are
asphalted. The complicated procedures have
been hindering the capital allotment and
construction of road projects. The railway
system also needs to be upgraded to meet
clients’ demands. The expenditures for
logistics services account for 15-20% of
GDP, nearly double the level in countries
with a higher development level. All these
shortcomings prove to be big challenges for
Vietnam in making trade more favourable
by upgrading sea transport service quality.
In related news, the joint venture of
Saigon Port, Vinalines and PSA Vietnam
(belonging to PSA International) have kicked
off the construction of SP-PSA international
port in Tan Thanh district in Ba Ria-Vung
Tau province. In the ﬁrst phase of the project,
investors will build a 27 ha container ground,
and 600m wharf, to be put into operation in
2009. Once the second phase of the project
is completed, SP-PSA ports will have the total
capacity of 2mil 20-foot containers.

INFRASTRUCTURE
DEVELOPMENTS
UPDATE

MASkargo plays up CIS
advantages
MASkargo, the freight subsidiary of flag
carrier, Malaysian Airlines, is rapidly making
its presence felt in central Asia with its swift
investments at Tashkent.
MASkargo’s Shanghai, Tashkent,
Amsterdam ‘Silk Route’ service launched in
July has proved a big success, so much so that
the company is establishing a freight hub in
the capital of Uzbekistan, superceding its
established Dubai hub.
“We are ﬁnalising talks with Air Uzbekistan,
which will act as our ground handler there.
Air Uzbekistan will assist us in developing
the market in the CIS [Commonwealth of
Independent States],” Shahari Sulaiman,
MASkargo’s new managing director told
Supply Chain Asia. The deal will allow Air
Uzbekistan to ﬂy MASkargo’s goods to other
CIS countries as well as Moscow and Istanbul,
while the Malaysian ﬁrm will ﬂy its Uzbek
counterpart’s cargo to Europe.
Flying Shanghai to Dubai on 747 classics
has a host of weight restrictions; something
Tashkent does not, MASkargo pointed out.
Lufthansa is the only other foreign cargo airline
ﬂying to Tashkent.
MASkargo, which operates two 747-400s
on dry lease and four on wet lease, is adopting
a cautious approach to ﬂeet expansion at the
moment, wary of too much capacity coming
into the market and hefty trade imbalances.
“We have no replacement programme as
yet,” Sulaiman said, adding he felt the market
for second hand freighters was overpriced at
the moment.

Whereas last year the ﬁrm had a 60:40
ratio between belly cargo and freighter, this
year the ratio has evened out to 50:50. Volumes
dropped 10% year-on-year in the ﬁrst half of
the year, with Sulaiman stressing, “Our focus is
on the bottom line, not on market share.”
China, as a whole, counts for 30% of
the ﬁrm’s revenues. The company started a
two-ﬂights per week service to Guangzhou
at the end of July yet is already looking at
rationalizing the service.
A separate spokesperson said: “Guangzhou
has not been successful so we are looking to
scrap one plane. Our experience in Guangzhou
has been less than good so now we are cautious
on China.” The spokesperson maintained the
problem with Guangzhou was geographic. “It
is too near to Hong Kong where there is a great
loyalty by customers to Hong Kong air freight
forwarders.”
Hong Kong, which managing director
Sulaiman described as “a very consistent
market”, will likely see three weekly MASkargo
services from January onwards up from the
current one freighter. MASkargo is shifting
1,100 tons of freight through Hong Kong
a month, up 5% on 2006. MASkargo also
operates eight ﬂights a week to Shanghai.
In its home market, MASkargo is working
closely with the government to develop Penang
as a so-called northern logistics corridor. Eyeing
neighbouring nations, Sulaiman said: “With
the liberalisation of ASEAN it is allowing us
the chance to enter countries where we are
190mm x 60 mm
not strong.”
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Aboitiz shifts
focus to freight
business
Beset by high fuel prices and intense
competition from budget airlines, Aboitiz
Transport System, the Philippines’ largest
provider of domestic passenger ferry
transportation services, is shifting focus to
freight.
As less Filipinos travel by sea, Aboitiz has
seen its passage business shrinking from 35%
of total revenues to 25%. On the other hand,
a growing economy has improved its freight
business, with capacity utilisation reaching
96% annually.
The company has been selling off its
older passenger ferries.
The vessel sales are part of a greater
strategy to build a new Aboitiz Transport
System, president & ceo Enrique Aboitiz,
Jr. said. The direction is to recreate the
business into one that would focus on
increasing freight capacity and ro-ro
movement, he added.
To improve freight capacity, the company
has been converting unused passage capacity
to ro-ro capacity, which is expected to account
for 30% of its total freight business by end
of 2007.
The company has also announced a
partnership with the AP Moller Maersk
Group. A joint-venture company - MCC
Transport Philippines - now operates a 400
teu ship between the ports of Manila, Cebu
and Cagayan de Oro.

... to bring your products to market more quickly.
www.moduslink.com/discover

for more information,
visit us online
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SUPPLY CHAIN - OUTSOURCING

utsourcing

where is
the value
proposition?

T

here has been much written about
outsourcing over the years. The topic
originally gained much notice in
articles discussing how Japanese freight
forwarders placed people in their customers’
oﬃces to do the export shipping. In reality,
if you have an outside firm do things for
your company, it could be considered
outsourced.
Even before the stories about Japanese
forwarders, firms outsourced logistics
services. If you hire a trucking company to
make deliveries instead of using your own
ﬂeet and own drivers; if you use an outside
warehouse to store and ship orders; if you use
a bank or other service to audit and pay bills,
you could be considered as outsourcing these
activities. However these were not deﬁned as
outsourcing. The advent of the 3PL gave it a
diﬀerent panache.
Given that experience, how well has
outsourcing of logistics services to 3PL
worked? How well has it delivered expected
improvements and beneﬁts? What has worked
and what has not worked? There are no real
empirical studies of the extensive scope
needed. Many surveys are with the buyers
only; there are no corollary reviews with
the sellers, the providers of the outsourcing
service to get a balanced overview of how
well the outsourcing did or did not work and
why. In addition, press releases are issued
when a provider is selected to provide a
service for a customer; no press release is
issued when the relationship does not work,
is terminated or not renewed.
Also with many outsourcing surveys, it

Supply Chain Asia November/December 2007

By Tom Craig,
President,
Ltd Management

SUPPLY CHAIN - OUTSOURCING

Press releases are issued when a provider is
selected to provide a service for a customer; no press
release is issued when the relationship does not work, is
terminated or not renewed.

depends on the size of the company being
questioned, its position in its market and
industry, its experience at outsourcing, role
in the outsourcing and other issues. And the
answer also depends on how high or low,
you set the bar. Plus there are no absolute
performance measures.
Outsourcing is really creating a
relationship. And like all relationships, some
work well; some hang on for reasons only
known by the two parties and some fail
badly. Each outsourcing action is unique.
Since outsourcing should be a designed
response by a service provider to a deﬁned
requirement by the buyer, outsourcing
should not be a commodity service, like
forwarding, trucking and other logistics
services are viewed, where price is the key
delineator to measure a ﬁrm.
In addition, there are different levels
of outsourcing. Outsourcing is not a onedimensional, homogeneous effort. That
lack of progress reflects several issues,
ranging from the limited outsourcing scope
and requirements sought by buyers of
supply chain outsourcing services, skill sets
of outsource supply chain management
service providers and those supply chain
organisations that are not deﬁned as “core”
by their companies.
What is outsourced, why it is outsourced,
what is expected and how it is achieved can
be signiﬁcant. These diﬀerences create the
various levels of outsourcing and the need
for value proposition.
In some regards, these are like a variation
of Dante’s Nine Circles of Hell. With each
increase, buyers of outsourcing move up into
more complex and more important areas.
Much outsourcing however is done at the
lower levels and as a result there is a lesser
impact of importance to the buyer’s ﬁrm.
What, why, how of advanced outsourcing
The level of supply chain outsourcing needs
to be escalated. To put the value proposition
in perspective, a step back is needs to lay
the foundation for the outsourcing eﬀort.

The focus on the value proposition moves
outsourcing into an advanced stage, beyond
traditional discussions of RFPs, Service Level
Agreements (SLAs), contracts, work plans,
governance, etc.
Real supply chain management
outsourcing is dramatic and creative. It is
used to —
• drive change—as an agent of change,
create or implement change when an
organisation is very resistant to it
• gain signiﬁcant short term beneﬁts
• utilise and blend diﬀerent service providers
into a new capability to manage complex
supply chains, with both international and
domestic requirements
• transform a strategic shift or paradigm
With the significant reasons shown
above, contacting the “usual suspects” of
service providers may not be the avenue
needed. New solutions may demand new
providers.
When ﬁrms go into arenas of outsourcing,
the standard approaches will only drive the
standard responses. Flexibility is demanded
in developing the agreement and the
evolving key performance indicators (KPIs)
because the parameters, scope and measures
will evolve as the outsourcing relationship
grows and expands. Relationship is an
important term and concept; contracts do
not create relationships. Contracts are static
and establish walls and barriers. Relationships
are dynamic and have no such boundaries.
Companies can be afraid to move into
these needed relationships to design and
develop the changes they should have in
their business model. Losing control is a
concern and can be masked by SarbanesOxley or similar issues.
Lowest cost is not the factor here; value
is. Collaboration is the vehicle used. Clear
objectives of where the outsourcing is to
go and the expected result is important
and go beyond standard SLAs in advanced
outsourcing. Broad outcomes are established
early. All parties stay focused on the
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objective. Rigid structure to the governance
is not used; active governance is used.
Shared risks and leveraged gain-sharing
of the new activity or enterprise can relieve
such concerns because both parties have
a vested interest in the results and in the
success. In these relationships, leadership
on both sides is important, as is trust, open
communications, shared objectives, ﬂexibility
and mutual accountability.
What is a value proposition?
The concept of a value proposition is not
unique to outsourcing. It is something that
all logistics service providers should have to
distinguish them and to draw the attention
of potential customers. This applies to 3PLs,
logistics centres, trucking companies, freight
forwarders, warehouses, and others.
Note, the topic is value proposition, not
value-added. Value added is essentially giving
something away for nothing, often some kind
of technology application. Nor does it involve
a creep eﬀect where some buyers attempt to
get something.
What is often missing in discussions of
outsourcing is the value proposition that the
provider is oﬀering. The value proposition
is what sets his service apart from others.
“Reducing freight costs by 10%” is not a value
proposition, or, at best, a weak one. Reducing
a commodity service cost is not unique from
the competition and puts the service provider
back into the realm of being a commodity
service provider, back into being what the
provider is trying to escape from with the
logistics company he is part of.
“Improving inventory turns by 30%”
or “increasing market share by 2 points”
are value propositions. The scope and
complexity goes beyond a function and
crosses the organisation just like the process
that supply chain management should be.
Value propositions create the opportunity
to move up the levels of outsourcing toward
strategic.
Conclusion
Outsourcing of logistics often operates at a
lower level of outsourcing. It has not been
raised to higher levels toward strategic. The
responsibility for this failure rests much with
buyers who do not raise the bar of what they
require and how they will achieve it. Sellers
also have a role in this by not presenting true
supply chain management as part of their
ongoing skill sets and oﬀerings.
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Volumes to US rise in
peak season, but subprime woes spread
uncertainty
The container shipping trades appear to have supply and demand headed in dramatically
divergent directions at the moment. While Asia is producing plenty of goods and plenty of ships,
American demand is wobbling on the back of the sub-prime crisis. Matthew Flynn reports

W

al-Mar t and all the large
discounters face higher costs and
lower growth in the home market,
and most people in the merchandise and
manufacturing trades have well noted the
situation changes in China. Eﬀective from
July 1, 2007, the Chinese government has
changed its tax refund policy from 5% to 13%
for a whole range of goods.
The currency exchange rate is trading
stronger, already 1: 7.5, versus 1:7.8 early this
year. This is another 4% impact on top of the
6% to 8% as a result of the tax hike.
Ten percent cost increases have to
represent a headwind for retailers who have

}The number one

alternative to China
is China...yet this is
getting serious. Even
Barbie is getting
recalled.~

Charles de Trenck, vice
president, Citibank, Hong Kong

Inbound Loaded Ocean Traffic (yoy change)
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in the past operated on low, single digit
increases.
Though the United States’ containerised
trade volumes have been growing, the import
gains have slowed year-over-year versus
exports, as the housing market slump takes
its toll on consumer demand. The reined-in
US economic growth is already translating
into lower increases in imports of foreignmade consumer goods compared to recent
years. However, export volumes are climbing
as US raw materials continue to ﬁnd eager
audiences with overseas manufacturers,
bolstered by attractive pricing amid the US
dollar.
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With regard to any weakness, Jim
MacLellan, director of trade services at
the Port of Los Angeles, projects that this
year’s peak season volume will increase
only “modestly” versus last year’s, while a
dampening housing demand puts a cold
shower on the container trades.
“Furniture is one of our top imports,”
said Port of Oakland spokeswoman Marilyn
Sandifur. Oakland’s imports registered a
0.6% gain in June vs. May, and a 6% drop vs.
last June.
Overall, freight rates from Asia to the West
Coast are logging in ﬂat this year compared
to 2006. “Frankly, carriers did not achieve
the revenue improvement sought in recent
negotiating,” said Ron Widdows, chairman of
the 14-carrier discussion group ‘Transpaciﬁc
Stabilisation Agreement’ (TSA).
Mr Widdows, an APL chief executive,
who will carry on next year in his role as TSA
chairman, shrugged off suggestions that
demand is deﬂating: “Speciﬁc importers and
retailers may be seeing some softness in
their sales, but at the same time others are
experiencing robust growth,” he said.
Cargo volumes are lifting now, as lines
go into the peak season, with July Asia-US
liftings up 8.6% year-on-year, as compared
with a 7.1% rise for the whole of the ﬁrst half
of 2007.
The Europeans, meanwhile, are seemingly
living in another world, with rates rising
steadily. Drewry Shipping Consultants
reported a “dramatic” increase in its global
average from May to July, which soared
from $2,288 per 40 ft in May to $2,581 in
July. European imports were the biggest
contributor with rates leaping close to 30%
over the two months, from $3,114 in May to
$4,041 in July.
There are warnings of overcapacity.
Investment bank Dresdner Kleinwort has
Supply Chain Asia November/December 2007

warned that, “The orderbook continues to
grow, notably for 2009 and 2010, where it
already looks daunting.” Dresdner Kleinwort
estimated that global capacity growth will be
12.3% this year, 12.9% in 2008, 11% in 2009,
and a “staggering” 14% in 2010.

}

China is also in danger of
swimming in an oversupply of
container port capacity. Existing
projects alone will add about
60m teu of capacity between
now and the end of 2009.
That is more than the total of
Hong Kong and Singapore, two
of the world’s busiest ports,
combined.

~

There has been a recent ﬂood of orders
for container ships bigger than 10,000 teu.
From May to the end of August, a total of 32
x 12,500 teu ﬁrm ships were amassed (eight
for NSC at Hanjin Subic; four by B. Rickmers
and eight by Erck Rickmers at Hyundai Heavy
Industries (HHI); four by Peter Doehle, and
eight by Claus Peter Oﬀen at Samsung), plus
four 10,000 teu ships for APL at Daewoo.
The latest news is that Seaspan is said to
have placed an 8 x 12,500 teu order at HHI,
whilst China Shipping has conﬁrmed a 13,400
teu order. That amounts to 48 x 12,500/13,500
teu + 4 x 10,000 teu since May.
This extra production of newbuilding
tonnage during this time bracket would
have been relatively unthinkable even just
two years ago.
Leading Korean yards have also managed
to increase their capacity dramatically
by a mixture of greenfield facilities, new

production methods and indirect facility
expansion. Remarkably, HHI is adding a tenth
drydock that will be opened in early 2009.
China is also in danger of swimming in
an oversupply of container port capacity.
Existing projects alone will add about 60m
teu of capacity between now and the end
of 2009, equivalent to about 73% of the
country’s capacity last year, Drewry Shipping
Consultants estimates. That is more than the
total of Hong Kong and Singapore, two of the
world’s busiest ports, combined.
One warning signal was that Shenzhen
throughput growth slowed to 10% in July
from 13% in June, although this may have
been in part due to a rush to get exports out
before tax rebates were cut.
Trade tensions, spurred by a global
backlash against the quality and safety of
Chinese-made goods from toys to toothpaste, might dampen commerce as well.
China’s foreign trade growth peaked
in 2003 at 37% but fell to 24% last year.
Economists say exports will lose steam in
coming months, although container traﬃc
in China is expected to rise by 20% this year
and 15% next year, compared with more than
25% in 2002-2004.
There is certainly a mounting shift of
global production to new areas in Asia, such
as India and Vietnam, but analysts warn
this is a difficult step. Charles de Trenck,
vice president at Citibank in Hong Kong,
remarked, “The number one alternative to
China is China...yet this is getting serious.
Even Barbie is getting recalled.” He added
that Wal-Mart has issued a request to seek
alternate production sites for 2008.
The TSA has weighed in with new
growth numbers and suggested a 7-8%
trade in 2007. Such optimism may be hard
to justify in light of all the weight the trade
is carrying on its shoulders.
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Industry braces for
screening judgement
The debate continues in
the US over how a new law
requiring 100% screening of
cargo on passenger aircraft
will be implemented. Turloch
Mooney looks at the details

T

he United States is in the midst of a
debate over how to implement an air
cargo security provision signed into
law in early August that mandates 100%
screening of cargo transported on passenger
aircraft operated by domestic and foreign
airlines.
The full eﬀect of the legislation, which calls
for a level of security for cargo “commensurate
with the level of security for the screening of
passenger checked bags” to be implemented
within three years, is still unclear as the
wording is subject to interpretation. The
Supply Chain Asia November/December 2007

law, for instance, does not specify how the
screening should be carried out, or who
should pay for it.
Nevertheless, air cargo supply chain
players, including Asian airlines and shippers
and forwarders that move air cargo out of the
region and into the US, are bracing for what
could be major changes in the processes for
moving cargo.
The US Transport Security Administration,
the federal body set up after the 911 attacks
to revamp airline security, is suggesting an
interpretation of the law that allows a “pack
and seal” approach, which would allow boxes
sealed by government-certiﬁed shippers to
be loaded directly onto aircraft. Such a move
would be an interpretation that would have
the minimum eﬀect on the way air cargo
is moved into and within the US. The TSA
already has what is termed a ‘known shipper’
security system in operation, which allows

shippers registered with government to load
cargo onto aircraft unchecked.
But the proposed interpretation is
proving highly controversial, with several
groups claiming it doesn’t represent what
Congress had in mind when the law was
passed and the idea wouldn’t provide the
required level of security. Groups such as
pilots and stewardesses associations see a
major discrepancy in security procedures for
passenger baggage, which is fully screened,
and hold cargo, of which only a small
percentage, possibly as low as 10%, is
screened.
“As usual, the TSA is working to
circumvent what we want and what we
feel is the best type of security,” captain Paul
Onorato, president of the Coalition of Airline
Pilots Associations told the Boston Globe
newspaper. “The (checked) bags that go to
the airport have inspection machines up on
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History is full of examples of invincible, secure systems
}
failing, like the Titanic. If you put all of your resources into
making something invulnerable, you end up ironically with
less security.

~

Kip Hawley, Administrator of the TSA
the deck where they run it through. That’s
what we want.”
Several politicians have also been
very vocal on the issue. In a statement
commemorating the sixth anniversary of the
911 attacks, democrat congressman Edward
Markey said the law must be implemented
in a manner consistent with the intent of
congress.
“The Bush Administration already is
signaling that it plans to permit shippers to
screen their own cargo. This is unacceptable,
and I will vigorously oppose this plan because
it would not meet the security standard for air
cargo created in the law.”
Markey has been a major proponent of
the law since the beginning. He believes US
cargo security laws are a “national scandal”
and says he is “gravely concerned about
gaping aviation-security loopholes.”
Shippers, carriers and other supply chain
players largely make up the other side of
the debate. In essence, they are concerned
about the disruption to their businesses and
additional and potentially crippling cost of
screening all cargo on passenger aircraft.
They argue that a multi-layered, riskassessment approach would be the most
eﬀective approach, delivering better security
without impeding air cargo ﬂows.
Scott Dedic, chairman of the International

Cargo Security Council (ICSC), a non-proﬁt
association of cargo transportation of security
professionals, and director of supply chain
security with Sony Corporation, says 100%
screening would impose, “additional cost
burdens on the US economy, negatively
impacting businesses – both small and
large.”
“ The ICSC strongly opposed the
provisions….If passed, this proposal will add
uncertainty and cost to the international
supply chain, severely impacting the ﬂow of
legitimate trade but with little demonstrable
improvement in security. A layered, riskbased, targeted approach to cargo security,
rather than a one-size-ﬁts-all approach, will
provide more eﬀective security with better
utilisation of limited resources.”
Airline groups are also resisting a full
check scenario. Some 22% - 2.8m tonnes
per year - of domestic US air cargo travels on
passenger aircraft, producing over US$4.7bn
in annual revenues for the airlines.
The US Air Transport Association (ATA)
says the 100% screening requirement would,
“undermine the viability of passenger air
service, dramatically increase costs for air
cargo shippers and jeopardize cargo services
to many small communities. The requirement
would also have a major impact on a range of
industries in the US, it says.”
������������������������������������������������������
“The just-in-time
����������������
China accounts for nearly a third of the transpaciﬁc air cargo market inventory strategy
that is indispensable
��������� ��� ��� �������
to US industries
would be thrown into
����
������
���������� ����
disarray…These are
����
������������ ����
������
very real concerns.”
�����
��������� ����
ATA points out
that the technology
��������� ����
to screen very large
volumes of densely
���������� ����
������
�������
packed cargo isn’t
�����
����
yet available; and is
also recommending
���� ����� ����
a multi-layered, risk�������������������
based approach to
Source: Boeing World Air Cargo Forecast 2006/7
security. The group
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The story
A bill signed into law by President Bush
on August 3 mandates the screening
of all air cargo carried on passenger
aircraft within three years. The impact
of the law is still unclear as the text is
subject to interpretation.

The text of the relevant section of
the bill
Air Cargo on Passenger Aircraft(1) IN GENERAL- Not later than 3 years
after the date of enactment of the
Implementing Recommendations of
the 9/11 Commission Act of 2007,
the Secretary of Homeland Security
shall establish a system to screen
100 percent of cargo transported
on passenger aircraft operated by
an air carrier or foreign air carrier
in air transportation or intrastate
air transportation to ensure the
security of all such passenger
aircraft carrying cargo.
(2) MINIMUM STANDARDS- The
system referred to in paragraph
(1) shall require, at a minimum,
that equipment, technology,
procedures, personnel, or other
m e t h o d s a p p ro v e d b y t h e
Administrator of the Transportation
Security Administration, are used to
screen cargo carried on passenger
aircraft described in paragraph
(1) to provide a level of security
commensurate with the level
of security for the screening of
passenger checked baggage as
follows:
(A) 50 percent of such cargo is
so screened not later than
18 months after the date of
enactment of the Implementing
Recommendations of the 9/11
Commission Act of 2007.
(B) 100 percent of such cargo is so
screened not later than 3 years
after such date of enactment.
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ATA

RECOMMENDATIONS
FOR
AIR CARGO

BETTER

SECURITY

• Expanded funding for TSA’s
Explosive Detection Canine
program. Canine teams used to
screen cargo are extremely effective,
available and cost-efﬁcient. Canines
can screen pallets and loose pieces
of freight and screen large quantities
much more quickly than any other
methods. More than 400 canine
teams are in place today at more
than 80 airports. Canine teams are
mobile, which permits quick and
effective deployment. In conjunction
with the current canine program,
ATA also supports the certiﬁcation
of additional canine training facilities
and adequate funds to implement
the program.
• Continued funding of critical research
and development efforts by TSA
and the Department of Homeland
Security (DHS) to create certiﬁcation
standards and, ultimately, certify
screening technology that will be
effective and efﬁcient in screening
cargo. ATA is pleased that the FY07
DHS appropriations bill provided
$55m for the evaluation of cargo
screening technology.
• Continued efforts by TSA to bolster
security throughout the supply chain
by leveraging shipper databases to
increase shipment targeting.
• Greater deployment of explosive
trace detection units to increase
cargo screening. Congress should
require immediate deployment
of any under-utilised units and
authorise the necessary funding for
TSA to acquire additional units and
to train their operators.

Asia–North America air trade
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has made several recommendations as to
how air cargo security can be improved at
minimum impact to the industry (see box).
These include an expansion in funding
for the TSA’s Explosive Detection Canine
program; continuing research into better
screening technologies; bolstering supply
chain security by leveraging shipper
databases, and greater deployment of
explosive trace detection units.
The highly polarised debate is looking
increasingly difficult to resolve. There is
one project currently underway, however,
that may result in some sort of acceptable
compromise for both side.
The Department of Homeland Security
is currently working with the TSA, several
airlines and the Lawrence Livermore National
Laboratory, to come up with a solution that

combines technologies to screen signiﬁcantly
more cargo without major disruption to the
ﬂow of commerce.
Taking place at San Francisco International
Airport and costing $30m, the programme
uses specially trained security screeners to
take apart pallets and combine several current
screening methods such as CT scanners,
analysers to test for explosive residue, canine
teams and manual inspections, to screen
100% of cargo at the airport without causing
ﬂight delays.
The system is expected to be up and
running at the airport by the end of the year.
Whether or not the TSA awaits the full result of
the project before settling on its interpretation
remains to be seen, but we can at least expect
more heated exchanges in the debate in the
weeks and months to come.

air cargo
products
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The patchwork quilt of
supply chain careers
As supply chains grow more
important to bottom lines,
companies must do more
to develop supply chain
leaders - and supply chain
executives need to take hold
of their careers.
By Torbjorn Karlsson, head,
Industrial Practice, Asia
Paciﬁc, Heidrick & Struggles
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A

t a recent supply chain conference
a difficult question came up, one
the assembled delegates found
particularly bemusing, even somewhat
alarming. The question was this: what
exactly constitutes a career in supply chain
management? Where does such a career
lead, and how should one manage a career
in order to eventually manage a complete,
fully integrated supply chain? Also, given
the growing importance and complexity of
supply chains, are companies doing enough
to develop supply chain leaders?
In other professions, career paths are
relatively simple. Those who seek to be
chief executive oﬃcers can look at a range
of options, but generally the best course is
through sales, marketing, or ﬁnance. Aspiring

chief ﬁnancial oﬃcers need an accounting
degree, a few years at a Big 4 accounting ﬁrm,
and can then join a corporate treasury oﬃce.
Chief information oﬃcers can work their way
up through the ranks in IT. Better companies
understand these career paths and pour
substantial resources into developing and
retaining their talent.
In the world of supply chain, however,
career paths are as varied as the deﬁnition
of supply chain itself. Ultimately, the goal
of a supply chain career should be that
of chief operating officer. COOs oversee
the entire integrated supply chain. To be
truly eﬀective, they need experience in the
four key disciplines of the supply chain:
planning, procurement, manufacturing,
and logistics.
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“It’s technical”
Despite the increasing role supply chains
play in today’s world, many companies still
see the supply chain as a technical issue,
not a key element of the business. There are
exceptions: companies as varied as Wal Mart,
Dell, and Zara rely on the supply chain for
competitive edge, but generally the supply
chain is not viewed as the most lucrative
part of a company - and probably not the
best place for an ambitious graduate to start
his career.
Fast moving consumer goods (FMCG)
firms, for example, have excellent supply
chains, but they view their business as being
about innovation, distribution channels, and
marketing: however important the supply
chain is, it is seen as a supporting actor, not
the star. This has to change, as increasingly
complex supply chains will need the best
talent available to keep them working
eﬃciently.
Supply chain executives, for their part,
need to be resourceful in building their
careers, patiently acquiring skills and building
their resumes, gaining exposure to the four
key supply chain disciplines.
Those who today manage fully integrated
supply chains have assiduously cultivated the
skills and experience they need to manage
the entire picture. Ideally, a supply chain
career starts with a degree in engineering,
which provides the conceptual and analytical
tools that are invaluable when dealing with
complex, highly detailed processes. As
supply chain executives progress through
their careers, they must in turn make sure
their team members see a career path before
them, and how to navigate it.
“You can start a supply chain career from
almost anywhere, because it is not a purist
field like accounting or finance, which is
one reason it so diﬃcult to develop a good
supply chain career,” says Dr. John Gattorna,
an international supply chain expert and
author of several books about supply chains.
“You need a good mix because it’s a complex
cross functional business activity.”
He recommends starting with top
consulting firms such as Accenture, AT
Kearney or Booz Allen Hamilton, where as a
young analyst one gets substantial exposure
to diﬀerent situations, diﬀerent industries,
different problems, and develops some
personal frameworks “The other possibility
is to work for a third party logistics provider
such as DHL or Linfox, again where you get
Supply Chain Asia November/December 2007

diﬀerent perspectives on
the field. Later, you can
get an MBA or Masters in
the ﬁeld of supply chain
management.”

moving consumer
}Fast
goods (FMCG) ﬁrms,

for example, have
excellent supply chains,
Academies of supply
chain excellence
but they view their
O n e c a n a ls o j o in a
company that is regarded
business as being about
as demonstrating best
innovation, distribution
practice in supply chain
management. Proctor
channels, and marketing:
& Gamble, Unilever, and
other major consumer
however important the
goods companies are
supply chain is,
e xc e l l e n t p l a c e s fo r
engineers to obtain an
it is seen as a
understanding of the link
between the supply chain and sales &
supporting actor,
marketing. After ﬁve or ten years, they can
not the star.
take this experience to another company
- such executives command a premium in
the job market. They typically ﬁnd jobs at
companies where the supply chain is more
chaotic. In such roles (where their holistic
view of the supply chain is very useful) they
can help bring structure and focus, making
a clear diﬀerence to the bottom line. Given
the high salaries their experience commands,
they usually get high level job titles.
From such positions they can rise to the
level of the executive board, either as COO
or acting in this capacity. Making CEO at a
company that does not see the supply chain
as its core competency is considerably more
challenging; a career focused on the supply
chain could cause an executive to miss some
of the ingredients that enable one to lead a
large organisation: namely exposure to the
key departments of marketing and ﬁnance.
Nonetheless, COOs wield tremendous power
and inﬂuence.
Aspiring COOs also need to be wary of
getting stuck in one supply chain discipline.
Once an executive has proved himself adept
in a specific area, such as manufacturing,
many companies will do their utmost to
keep him in place, thus preventing him from
working in the other disciplines one needs
knowledge of to manage a fully integrated
supply chain, and not just one of its pieces.
“One mistake supply chain people can
make is staying in one area too long,” Gattorna
says. “By deﬁnition a supply chain is like a
patchwork quilt. What you’re trying to do

~

is stitch together diﬀerent components to
create the full mosaic. If you’re perceived
to be very good in a certain area, you could
get locked into a certain role, and you may
not get exposure to new thinking in other
disciplines. After a while you become wary
of being a thinker, and you’re seen as being
more of a doer. This then becomes a self
fulﬁlling prophecy. On the other hand, you
may be in a planning role, but because you’re
good at it they will keep you in this area, so
you don’t move out and get exposure to the
operational side and front end customer
relationships.”
Boyd Williams is senior vice president,
Human Resources, Asia Pacific, for DHL
Express. He says the key to a successful
supply chain career is breadth and depth
of experience, which can prevent one from
being pigeonholed. “You need to be broad
enough to keep your options open and
compete for a large number of jobs, but you
don’t want to be so broad that you’re a jack of
all trades and a master of none, for example
a candidate for a large number of jobs, but
not a strong one. The opposite is also true: If
you’re too deep in one area you’re seen as a
narrow expert, and therefore you’re a strong
candidate for a very narrow range of jobs”
Finding the balance between breadth
and depth is the challenge, and must
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be managed with one’s entire career in
mind. Says Williams: “I’ve met a number
of executives who have risen to senior
positions in very speciﬁc, narrow roles, but
are then disappointed when they don’t have
the breadth of experience to take on other
senior roles in the organisation, and by then
it is too late.”
He feels experience in supply chain
planning is essential for a successful career,
for it knits the other parts of the supply chain
together. Of the other three competencies
(procurement, manufacturing, and logistics)
deep experience in two and exposure to
a third is essential. “This will give you the
necessary breadth, but if you’ve only done
warehousing and delivery, but no planning
or procurement, then you’ll never be head of
a supply chain in a manufacturing company.
If you’ve only ever worked in one of these
processes, you’ll never get to the top.”

Gaining the top spot
A good example of an executive who stitched
together a supply chain career and ultimately
gained a CEO role is my colleague in Europe,
Bernard Zen-Ruﬃnen, who had a successful
supply chain career before joining Heidrick
& Struggles.
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After studying political science in
university, Bernard started his career in the
buying unit of a large coﬀee roaster in Europe,
which is today part of Kraft. From coffee
trading he moved to become a vice president
of purchasing responsible for the company’s
European market.
Following this, he became senior vice
president of Supply Chain for the company’s
confectionary business and ﬁnally president
of the international division, with distribution
reaching into Southeast Asia, Latin America
and Europe. At that critical moment he was
dealing a lot with large freight forwarders,
having a particular interest in their critical
delivery capability in corners of the world
where conditions were not favorable for a
perishable good. This led to an oﬀer to join
Danzas as CEO of Danzas Latin America,
a division of the Deutsche Post World Net
group, one of the world’s largest third-party
logistics service providers.
“I never envisaged a career path like this
from the ﬁrst day,” Bernard says. “I wanted
to get into an international job, and coﬀee
trading was just the right thing. This put me
in touch with Latin America, where I wanted
to spend some time and where we sourced
many of our coﬀees. Inadvertently, I fell into a
gigantic supply chain because this company,

the largest coﬀee roaster in Europe, had a
very sophisticated quality control and buying
organisation at the point of origin, which was
a perfect supply chain for roasters.”
Other examples of supply chain careerists
rising to the highest levels at service ﬁrms
exist. John Murray Allan, for example, today
heads three key units for DHL: DHL Exel
Supply Chain, DHL Global Forwarding, and
DHL Freight. Prior to these roles, he was CEO
of supply chain ﬁrm Exel, which was acquired
by DHL. His career started not in services, but
at consumer goods ﬁrm Lever Brothers. He
also held roles at Bristol Myer and BET plc.

Focus within
As for companies who wish to develop such
talent internally, human resources can play
a big role. HR can make the career path
transparent for young executives, remaining
consistently mindful of both the long term
talent needs of the supply chain and the
people who make it work. To develop the
best programs, companies need senior HR
leaders who understand supply chains as well
as world class talent management. Such HR
leaders typically can be found at companies
where the supply chain is viewed as a core
competency.
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“A major role of HR is facilitation and
creating a career map,” says DHL’s Williams.
“Career maps have changed a lot over
the years, but broadly it’s about all of the
skills and competencies a person needs
to acquire over a period of time to reach a
certain destination. This destination is usually
expressed in terms of a job role or function
within an organisation.”

Tips for
executives
who wish to
become supply
chain leaders:
• Gain experience in all
four key disciplines of
the integrated supply
chain: planning,
procurement,
manufacturing, and
logistics.
• At all costs avoid being
pigeonholed, as it will
limit your career options
later.
• Make sure
management and
HR are aware of
your ambitions and
desire for a diverse
range of supply chain
experience.
• If you feel trapped in
your current role, push
for a new internal role.
If this fails, consider
joining another
organisation.

Competitive packages are essential, for
supply chain talent is at a premium in today’s
labour market. It is also eﬀective to oﬀer top
talents training programs and project work,
giving them the opportunity to use what they
learn on the job, building both their resume
and their sense of achievement.
A strong, formal mentorship program
with speciﬁed objectives can help prepare
people for the next stage of their careers,
and companies must earn a reputation as
an “employer of choice” both internally and
externally. Finally, companies must avoid
pigeonholing people in speciﬁc parts of the
supply chain: ambitious people will leave if
they feel their employer has failed to expose
them to roles that will grow their career.
Companies ignore the wishes of top talents
at their peril.
Internally, managers should be aware
of the opportunities the ﬁrm can oﬀer new
candidates, which they can then share during
interviews. One company that has gotten this
right is Federal Express in China, a country
where it is notoriously diﬃcult to ﬁnd top
supply chain talent. In 2005 it organised
workshops involving key business managers,
HR consultants, and recruitment ﬁrms. The
workshops focused on the FedEx culture,
the company’s unique training programs and
opportunities, as well as the ﬁrm’s unique
selling points.
Irrespective of their employer and
the quality of the HR team, supply chain
executives must take an active role in
managing their careers. As for companies
relying on their supply chains to deliver
competitive advantage, they must start
viewing supply chain management as a
profession, rather than a technical aspect of
business that operates largely behind the
scenes.
By obtaining both supply chain leaders
with a proven ability to manage people
and proactive HR leaders, they can create
a supply chain that is seen as an attractive
career option for the world’s talented young
executives – a career culminating with the
ultimate supply chain job: chief operating
oﬃcer.
Torbjorn Karlsson joined Heidrick & Struggles in
2006. He leads the Industrial Practice in Asia-Paciﬁc
and is actively involved in the supply chain sector.
Torbjorn has spent many years in aerospace industry
in consulting, airports, aviation equipment sales and
airline procurement. Based in Singapore, he can be
reached at tkarlsson@heidrick.com or +65 6332
5001. www.heidrick.com
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Tips for
companies who
wish to develop
supply chain
leaders:
• Hire human resources
leaders who understand
supply chains, as they
can deploy tools to help
young supply chain
executives develop their
careers – which helps
retain top talent.
• Encourage top talents
to work in different parts
of the supply chain,
thus helping them
gain experience and
perspective.
• Make senior supply
chain leaders
accountable for being
mentors and coaches
for young supply chain
professionals.
• Repeatedly reinforce
that the supply chain
is a key part of the
company, and one that
offers a promising longterm career path.
About Heidrick & Struggles International, Inc.
Heidrick & Struggles International, Inc. is the world’s
premier provider of senior-level executive search
and leadership consulting services, including talent
management board building, executive on-boarding
and M&A effectiveness. For more than 50 years, we
have focused on quality service and built strong
leadership teams through our relationships with
clients and individuals worldwide. Today, Heidrick &
Struggles leadership experts operate from principal
business centers in North America, Latin America,
Europe and Asia Paciﬁc. For further information on
Heidrick & Struggles and our Supply Chain Practice,
please refer to www.heidrick.com.
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The challenge of
recruitment

F

or some time now, finding and
retaining talent has been a key
challenge for the supply chain and
logistics industry. The problem is
being felt most acutely in rapidly developing
markets such as China and India, where there
is clearly a lack of qualiﬁed staﬀ to support
the supply chain and logistics operations
underpinning major export and import
growth.
Owing to its already enormous trade
volumes, China presents a particular
challenge, with both service providers and
manufacturers reporting serious diﬃculty
ﬁnding qualiﬁed and capable supply chain
and logistics staﬀ, and problems retaining
those they do manage to ﬁnd.
Eﬀorts to address the issue are underway.
Chinese universities have been rapidly
expanding their logistics-related courses,
from just one specialised course in 2001
to 165 in 2005, according to the Chinese
embassy in Washington DC.
The private sector, meanwhile, is also
investing in measures to meet its talent
needs. In late 2005, DHL opened the DHL
Logistics Management University (LMU) in
Shanghai in collaboration with the city’s
prestigious Fudan University, and TNT has
undertaken a similar initiative with Shanghai
Jiaotong University.
But although these new facilities will
churn out thousands of new supply chain
Supply Chain Asia November/December 2007

and quality of labour for the supply chain
and logistics industry was a major concern
in almost every region of the world. In
the survey, two-thirds of the executives
polled that had identified labour as their
top concern, said they worried about the
shortage of well-trained employees, and few
expressed conﬁdence they would be able to
manage this business risk going forward.
Labour supply for the logistics
More recently, a Europhia Consulting study
and supply chain industry
concludes the global logistics and supply chain
is getting tighter. Turloch
labour market is ‘tight’ to the point where it is
starting to overheat in some countries, and
Mooney outlines the key
businesses are ﬁnding it increasingly diﬃcult
recommendations from a
to attract and retain talent.
new study that suggests
Beyond the obvious cause of simply
what companies should do
more demand for supply chain and logistics
to increase their chances of
personnel due to expanding global trade
volumes, the Europhia study identiﬁes three
attracting the right talent in
key general labour market developments that
an increasingly challenging
underpin the problem: ageing populations
market
resulting in smaller working populations;
a shift away from science and engineering
and logistics graduates over the years, this
disciplines in schools and universities,
may be just a drop in the ocean of demand.
and fading loyalty of employees towards
Accurate studies on the extent of the problem
employers, making it more difficult for
are hard to come by, but Chinese media has
companies to retain high-skilled workers.
reported expected shortages of hundreds
The bulk of the Europhia study focuses on
of thousands of logistics professionals in the
companies in a range of supply chain-related
country over the coming half decade. TNT
industries in two economies – Singapore and
� 6,000
� � �
� � - where supply chain and
alone is thought to be adding �
some
The�
Netherlands
new employees per year in China, while DHL
logistics make up a high proportion of GDP.
The three main sources used by
HR
the recruitment
in order to attract
� managers
� � �in�
� findsprocess
has said it is adding in the region�of 1,200.
The� study
that some 60% of
staff in both countries are recruitment agencies/headhunters, newspaper advertisements,
While main
the problem
inused
countries
such
as
respondents
in both
countries
believe
The
sources
by HR
managers
in the 32%
recruitment
process
in order
to attract
and three
online job portal
advertisements.
Even though
of all interviewees
in Singapore
China
may
be
particularly
acute,
indications
there
is
a
lack
of
talent
in
the
labour
market
staff
in
both
countries
are
recruitment
agencies/headhunters,
newspaper
advertisements,
thought that a referral system was the most effective way to attract staff, only 22% of HR
are itonline
may injob
fact be a regional
or even global though
of logistics, while
65%
of all respondents
and
advertisements.
of allstaff.
interviewees
in newspaper
Singapore
managers
state portal
that they
use it as an Even
effective tool 32%
to attract
Moreover,
phenomenon,
thus
limiting
the
possibility
of
in
Singapore
and
58%
of those
in The
thought
that
a
referral
system
was
the
most
effective
way
to
attract
staff,
only
22%
of HR
advertisements are the most mentioned tool used by HR managers in Singapore to attract
pulling in required
talent
from
overseas.
Netherlands
say the
market
has become
managers
state
that
they
use
it
as
an
effective
tool
to
attract
staff.
Moreover,
newspaper
staff, although only 5% of all respondents consider them to be the most effective tool. This is
A global McKinsey
surveymentioned
carried out used
tighter
demand
for in
labour
increasingly
advertisements
are the as
most
bywith
HR
managers
Singapore
to attract
an interesting finding,
it points to atool
discrepancy
which
might cause
the recruitment
in
2006
concluded
that
availability,
cost
exceeding
supply.
staff, although only 5% of all respondents consider them to be the most effective tool. This is
process to be less effective.
an interesting finding, as it points to a discrepancy which might cause the recruitment
process to be less effective.
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Aspects that attract employees to companies in Europe, Asia and North America
�������
������
����
����� �������
Career Opportunities
Career Opportunities
Career Opportunities
1
(62.9%)
(66.3%)
(66.0%)
Basic Salary
Basic Salary
Basic Salary
2
(53.4%)
(54.3%)
(53.3%)
Company Culture
Bonus & Allowances
Bonus & Allowances
3
(42.3%)
(32.8%)
(36.8%)
Bonus & Allowances
Management Recognition
Company Reputation
4
(20.3%)
(28.5%)
(26.6%)
Europhia Consulting International Salary Survey 2007
Table 1: Europhia’s 2007 International Salary Survey results. Aspects that attract
employees to
companies in Europe, Asia, and North America
Accuraterespectively.
studies
So what can employers do to ease their
themselves. This way resources and time
on the extent of the
HR challenges in such an environment?
will be saved, while duplication of eﬀort is
The Europhia research was conducted
minimised, thus reducing overall recruitment
problem are hard to come
on the understanding that large companies
costs and ineﬃciencies.”
by, Survey,
but Chinese
media
Based
on
2007 Recruitment
respondents
providedCompanies
the following
reasons
that opt for main
conducting
the
generally do
notthe
have recruitment
processes
has reported expected
whole
process
themselves
should
build
in
that
are
effective
and
efficient
enough.
It
as to why training is offered by shortages
companies:
of hundreds
time and resources and follow a clear process
identiﬁes problem areas and from that makes
of thousands of logistics
in order to recruit in a structured and eﬃcient
recommendations on actions companies
����
�����
��recruitment
�������� professionals in the
way, it says.
can take
to improve
their
A more clearly defined recruitment
processes.
� � � � country
� � � over
� the coming
strategy will also lead to better internal
Several areas for improvement are
half decade.

communication
when it comes to ﬁnding
identiﬁed. At
the work
broadest
the study agencies were asked for their opinion about
All respondents
that
withlevel,
recruitment
the
new employees.
ﬁnds a lack of clearly deﬁned recruitment
quality of the candidates
by these
agencies, which resulted in an interesting finding.
�������provided
��������
�����������
making the recruitment of staff easier, the
Another key ﬁnding is that recruitment
strategies in a large percentage of the
Even though the majority of respondents in Singapore think that the quality of candidates
advent
of
online
job
portals
has
resulted
in
a
agencies
that do not specialise in logistics
companies �������
it polled, �������
and evidence
of
�����������
provided
is good, internal
21% only
considerwhen
it to befragmentation
average and
another
21% systems,
even think
is chain as a vertical market often,
of labour
recruitment
anditsupply
unsatisfactory
communication
���������
insufficient
(see
Figure 3).
ultimately making the location and recruitment
“have diﬃculties in helping to ﬁll specialised
it comes
to recruitment.
of good staﬀ more time and cost consuming.
Singapore: quality of candidates
����������
“More and more job portals have been
by agencies
launched
������
���������������� over the past 12 months thereby

positions, and it takes them too long to
provide suitable candidates.”With this in mind,
the study recommends that recruitment
���
further
fragmenting
the
demand
and
supply
agencies that specialise in supply chain and
�������
�����
�� �������
������������
side of labour in a labour market where it is
logistics should be used over general ones.
already
diﬃ
cult
to
ﬁ
nd
suitable
candidates.
”
“Specialised agencies with supply
����������
Based on these and other findings,
chain and logistics experience seem to be
��� ���
��� to
��� able
���
��� higher
��� ���
the key��
requirement
is for���
companies
to deliver
quality����
due to their
���
properly deﬁne their recruitment strategies.
market understanding, their expertise in the
���
��to�����������
� �� and their more relevant
More speciﬁcally, it says����������
companies need
particular industry,
�recruitment
��������tools
��� ����������
����
deﬁne exactly which of the
network,” it says.
Europhia Consulting
available in the market they will use, and how
Finally, the study also notes the
Figure 3: Quality
provided
by agencies
in will
Singapore
they
use them.
Lack ofofacandidates
proper strategy
is resulting
importance of investment in training. Most
in inefficient use of resources when it
“Companies can either outsource (part of)
companies, it says, currently do not evaluate
In the comes
Netherlands,
the interviewees’
opinionthe
about
the quality
ofconduct
candidates
provided
by
to recruitment
of new staﬀ, it notes,
recruitment
process or
the whole
the effects
of training on participants’
Figure
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of training
Singapore
recruitment
agencies
is goals
even
more
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the
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that
quality
with companies
not
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the inHere,
process
themselves.
to choose
onethe development
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recruitment
tools
that
are
found
to
be
the
of
these
two
options
rather
than
assigning
“On
the
one
hand [training] improves
is insufficient. Only 13% consider it to be good (see Figure 4).
most effective. “This underlines the fact
the search and selection to agencies after or
employees’ skills, thereby increasing their
that��most
companies
not have a clearly
while using internal resources to search for
productivity and on the other hand, training
�������
����������
��do
��������
defined recruitment���
strategy, but use a
candidates.
serves as the main predictor of retention.
����
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Penang’s day
starts to dawn
A blueprint has been drawn
up which will make north
peninsular Malaysia a new
growth centre for the country.
Under the Northern Corridor
Economic Region (NCER)
development programme
announced in July, the
predominately rural north is to
be transformed into a modern
food production zone, an
electronics, automotives and
bio-medical manufacturing
hub and a tourism destination,
with Penang as its transport
gateway. June Lim reports
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or the proponents of the project, NCER
is a project that’s time has come, not just
for Malaysia’s predominantly rural north,
which has lagged well behind its southern
brethrens in economic development, but also
for the nation’s oldest port, Penang.
Until now Penang’s ambition to be a
key gateway has proven elusive, as the
government has kept to a decision made
in 1993. Under a programme known as
Load Centring, it was decided that domestic
containers should be channelled through one
main gateway, Port Klang. By aggregating
domestic containers, it would encourage
more main line operators to call; raising Port
Klang’s standing amongst shippers, ﬁrst in
Malaysia, then in Indonesia, Indochina and
Thailand. Without such focused development,
it was felt that Malaysian ports would remain
insignificant, as shippers would continue
to rely on Singapore which had far better
connections and sailing frequencies.
Since then, resources have been pumped
into Port Klang to consolidate its position
as the dominant hub, while Penang has

assumed the role of a feeder port. With an
11.2-metre approach channel, Penang can
only handle relatively small container ships
of 800-1,000 teu.
This is about to change. Under the
masterplan drafted by Malaysian conglomerate Sime Darby Bhd and supported by
the government, Penang will be a modern,
vibrant city and a major transport hub. A
RM2bn (US$575m) integrated transport hub
will be built for rail, ferry, monorail and land
transport to replace the current Butterworth
ferry terminal and railway station. There will
be new cargo and passenger terminals at the
airport as well as a new runway, though its detailed development has not been disclosed.
As for the seaport, it will undergo a
RM$3.5bn construction programme which
will transform Penang into a fairly signiﬁcant
player with a container capacity of 2.05m teus.
Under a ﬁve-year plan, the wharf at the main
terminal, the North Butterworth Container
Terminal (NBCT), will be extended by 600
metres bringing the total length to 1.5km,
a new stacking area for export containers

COUNTRY FOCUS - MALAYSIA

29

NCER transport infrastructure

Some 1000
}
acres north of the
North Butterworth
Container Terminal
is to be reclaimed
for commercial and
industrial purposes,
warehousing and
other 3PL activities,
a centralised
tankage and
dedicated cold
storage and halal
hub.

~

Source: Government of Malaysia
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will be constructed while the draught of the
approach channel will be deepened.
Said Shahruddin Hj Zakaria, general
manager, development & logistics, Penang
Port Sdn Bhd, “Currently the channel depth
is to be 13.5 metres but we are planning
to increase the dredging depth and it is
expected that the port will eventually be able
to handle post-Panamax container vessels of
up to 7000 teu. In anticipation of handling
vessels of such sizes, there are also plans to
upgrade and purchase related ship handling
and yard handling equipment.”
Also constructed will be a new barging
centre at the south end of the existing
900-metre wharf to accommodate barges
from neighbouring Sumatra, Myanmar and
southern Thailand, which will strengthen its
position as a key gateway for the IndonesiaMalaysia-Thailand growth triangle. Barge
loads carrying rubber and its by-products as
well as processed frozen seafood are currently
berthed at NBCT but due to constraints, they
can be pushed to Butterworth Container
Terminal, some 3km away, which has
adversely aﬀected turnaround times.
“As Penang port is positioning itself for
greater coverage of transport variety and
intermodalism, the barging centre will put
barges that enter the port on equal footing

as other services oﬀered within the port,” said
Zakaria. Barges account for almost 5% of the
containers handled by Penang.
Besides building the port infrastructure,
there are plans to generate additional cargo
through expanding the free trade zone
(FTZ). Under the plan, 1000 acres north of
NBCT will be reclaimed for commercial and
industrial purposes, warehousing and other
3PL activities, a centralised tankage and a
dedicated cold storage and halal hub.
But with the brouhaha over Port Klang
Free Zone, which had to be bailed out by the
government following massive cost overrun,
Penang realises it must tread with care. “It’s a
lesson for us; we must avoid the pitfalls,” said
Zakaria, though he believes the demand is
there based on the utilisation of its present
facilities and the perennial requests for more
space.
The port has enjoyed promising growth
in recent months, which will enable it to reach
1m teu by 2009, well ahead of the earlier
target of 2012. “By 2012 we will deﬁnitely
have surpassed that ﬁgure with anticipated
throughput of 1.4 to 1.5m teus, provided all
our marketing plans and business strategy
alignment are eﬀectively implemented,” said
Zakaria.
If the proposed trans-Peninsular pipeline

(TPP), a crude oil pipeline linking Yan in
Malaysia’s west coast to Bachok on the east
to help ships bypass the busy Malacca Strait,
were to go ahead, it could further boost
Penang’s status.
“The TPP project was announced separately from NCER, but there should be plenty
of synergy between the two initiatives. The
economic activities triggered by the TPP will
augur well with NCER’s plan to turn Penang
into the gateway of the northern corridor,” said
Nazery Khalid, research fellow at government
think tank, Maritime Institute of Malaysia.
Fears have been expressed in some quarters that Penang’s growth as gateway would
be achieved at the expense of Port Klang.
But Khalid shares the sentiment of many that
competition is good: “Port Klang is designated
as the national load centre but the designation
does not mean that there should not be any
competition among local ports. In fact, competition should be encouraged as it catalyses
ports to boost their performance and services.
I believe there is enough cargo going around
in this region for both Port Klang and Penang
Port to beneﬁt. Furthermore, they are located
within two of Malaysia’s most dynamic and
vibrant economic regions, hence there are
substantial gateway cargos emanating from
their hinterlands for the ports to handle.”

Key NCER manufacturing initiatives
The NCER initiative aims to build on Malaysia’s ranking as the
region’s third largest electronics production centre. The plan
includes leveraging the advantages of the electronics and
electrical zone (E&E) to draw in other manufacturing clusters
such as electronic auto components, medical products and
electronic consoles. The goal is to increase value add in E&E
from 15% in 2005 to 30% by 2012.
The initiatives supporting this goal include:
• Benchmarking Malaysia and the NCER’s incentives for E&E
against countries competing for the same type of FDI and
introducing desired changes to remain a premier E&E FDI
destination
• Creating an E&E cluster from Bayan Baru-Gurun to
Taiping, and aggressively promoting the cluster to attract
investment
• Leveraging the Multimedia Super Corridor situated in
Pulau Pinang and Meru Valley as additional opportunities
to commercialise E&E innovations and high technology
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In terms of automotives, the NCER will have two main
assembly plants, Inokom in Kulim and Naza Motors in Gurun,
where Yamaha motorcycles are also currently assembled.
The NCER initiative supports the country’s National
Automotive Policy, which is to attract foreign investors to
establish automotive-related operations at the right level
of scale, allowing linkages with the domestic industry. The
initiative also aims to provide a platform for local vendors to be
connected to global supply chains and be part of international
design teams. Investors will qualify both for NCER incentives
and existing incentives provided for under the National
Automotive Policy such as the Industrial Adjustment Fund.
Existing vocational centres are also to be enhanced to become
centres for skills excellence to ensure the necessary human
capital for the success of the industry.

For further information on the NCER, please visit ncer.com.my
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亚洲-北美航空贸易
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Supply Chain BPO in a
consumer-driven world
By Lorcan Sheehan, Senior Vice President, Marketing, ModusLink
The supply chain challenge
The fundamentals of supply chain have
remained unchanged since the inception
of commerce. Raw materials are procured,
converted into product, packaged and
delivered for customer consumption. It is
easy for us to lose sight of this simplicity of
purpose when considering modern supply
chain structures that span geographies,
multiple corporations and a myriad of
technologies.
Today’s supply chain manager is aﬀorded
more options than ever before to aid in the
process of getting product to market. There
are a host of decisions to consider such as,
where to source, manufacture and distribute;
whether to employ a demand pull versus a
forecast push model; what channel structure
to adopt; and how to handle returns. Each
decision will have a direct impact on lead
time, cost and speed of responsiveness. In this
new environment, products are continually
revised, input costs are always changing,
customer needs are permanently evolving
and competition is ﬁerce for every point in
market share.
As if this was not enough to handle, we
then task our supply chains with Sarbanes
Oxley compliance, export compliance,
environmental sustainability, risk mitigation,
terrorism prevention, privacy and the highest
ethical standards. The supply chain has become
a complex ﬁeld to navigate, with challenges and
obstacles around every corner.
After all of this analysis, what becomes
of the customer that is at the centre of this
supply chain equation? The world has come
a long way from the days of Henry Ford’s
“any colour as long as it is black” motto.
Consumers today want choice and demand
individuality. Companies have responded
with an explosion of product options—from
colour, to style and personalised skins. The
window that we have into these customer
requirements is a forecast any planner can tell
you from experience, will be wrong.
Supply Chain Asia November/December 2007
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Other Headlines
10 Outsourcing: where is the value proposition?
Help is at hand
To keep up with the demand, and continually
evolving landscape, changes in supply
chain support have been necessary. Today’s
original equipment manufacturers (OEMs)
have multiple avenues of support available
to aid in the development of their supply
chains. Most of this support is delivered by
a multitude of supply chain experts that
can alleviate the pressures of developing
an eﬃcient system at every point along the
supply chain.
These experts take many shapes
and forms, but they all can add value to
effective supply chain execution. Original
design manufacturers (ODMs) and contract
manufacturers (CMs) support the design
and manufacture of goods. Third-party
logistics (3PL) providers offer integrated
warehousing and transportation services
that can be scaled and customised based on
market conditions as well as the demand and
delivery requirements for the product.
The emergence of the fourth-party
logistics (4PL) provider broadens support
options far beyond logistics. 4PLs introduce
the notion of a “spider within the web,”
coordinating activities that go well beyond the
direct capabilities of the actual enterprise.
While many of these business process
outsource (BPO) providers may owe their
origins to a desire by organisations to oﬄoad
simple and non-strategic operations, they
have nonetheless become a critical part
of the supply chain arsenal in dealing with
the challenges above. They have matured
into domain experts and provide a ﬂexible
execution infrastructure on a global basis.
Tapping into the expertise of a BPO provider
can be the deciding factor in the strength and
execution of your supply chain.
Great expectations
Supply chain outsourcing has gone far
beyond simple transactional services. Many
manufacturers never touch the products
they sell. Given the challenges we know that
exist in a consumer-driven supply chain, it
is not surprising that client expectations of
outsource providers have increased.
We are seeing a gap develop between
services rendered and the expectations
of manufacturers. According to the 11th
Annual Third-Party Logistics Survey 2006
by Professor John Langley Jr., Ph.D., of the
Georgia Institute of Technology, “3PL users
clearly expect continuous improvements in

service levels and information technology
(IT) capabilities. Among the key challenges
for the 3PL industry in the future are capacity
management and innovation. While 3PL
users acknowledge innovations such as lead
logistics providers and fourth-party logistics
providers, signiﬁcant room for improvement
still exists in the knowledge and use of these
approaches.”
There are a number of potential reasons
for the emergence of this expectation gap:
• Supply chain value spans across traditional
supply chain functions. The domain
expertise of many providers is deep within
traditional supply chain functions. Many
of the eﬃciencies within these functions
have already been gained and are no
longer enough. Clients are turning now to
seek value in the total integration of their
supply chains across these functions.
• Fragmented systems infrastructure resulting
from acquisitive growth. Within the 3PL
and contract manufacturing space there
has been a surge in large consolidations
developing through acquisition.
Unfortunately, there is a lag existing in
many cases within the consolidation of
disparate legacy systems, despite the fact
that the capabilities are marketed under a
single, uniﬁed global brand.
• Alignment within the supply chain. One
third of Hau Lee’s Triple A supply chain
examines alignment issues within supply
chain. Due to the deep functional origins
of many providers, there may often
be conflicting objectives in serving
clients. For many providers there is a real
potential danger if they expand their
supply chain service portfolio to make
their core business more attractive. This
raises the possibility for 3PLs, repair
providers and contract manufacturers to
provide expanded solutions to ship more
product, repair more product or build
more product respectively. Contrast this
desire with the typical OEM objective of
creating a dynamic and optimal alignment
between supply and market demand.
Raising the standard
As distinctions between the traditional BPO
labels become blurred, those that will make
a tangible difference to clients are those

3PL users clearly expect
continuous improvements in
service levels and information
technology (IT) capabilities.
Among the key challenges for
the 3PL industry in the future
are capacity management
and innovation. While
3PL users acknowledge
innovations such as lead
logistics providers and
fourth-party logistics
providers, signiﬁcant room for
improvement still exists in the
knowledge and use of these
approaches.

that come equipped to solve real customer
supply chain problems. How do you deal
with issues such as demand variability, SKU
proliferation and channel volatility in a global
marketplace? How can you eﬀectively link
supply chain strategy, visibility and execution
capabilities? These problems—whether inhouse or outsourced—are beyond the realm
of isolated domain expertise or technologyonly solutions.
November/December 2007 Supply Chain Asia
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These challenges are leading to the
emergence of a new category of supply
chain BPO that is only recently attracting
the attention of the analyst community.
Probably closer to the traditional notion of a
4PL, providers in this space will bring a true
supply chain focus and customer alignment
to their business.
Recent research articles from AMR
Research highlight a tremendous opportunity
in this space for providers, but it is contingent
to the appropriate investments being made in
technology supporting client services. Clients
are looking at outsourcing higher value
functions in supply chain, including planning,
forecasting and network optimisation.
The BPO providers that deliver this type of
intelligence must stay on the leading edge
of IT developments to stay competitive and
provide real value.
Identifying the keys to extended value
To be truly successful in delivering this value
goes beyond pure technology investments.
The history of technology solutions in supply
chain is littered with excellent tools that have
failed to deliver their promised value due
to inconsistencies in implementation and
execution. What the BPO provider can provide
in terms of value enhancement through
market intelligence, global footprint and
scope of expertise will be the determining
factor that sets them apart.
Additional investments in key
infrastructure items, such as technology,
cross-functional domain expertise, global
execution and client alignment will be
necessary. In a competitive environment,
these capabilities will need to compare
favourably with other providers and with
internal client resource capabilities.

Consumers today
want choice and demand
individuality. Companies
have responded with
an explosion of product
options—from colour, to style
and personalised skins. The
window that we have into
these customer requirements
is a forecast any planner can
tell you from experience, will
be wrong.
Supply Chain Asia November/December 2007

A culture that supports continuous
improvement and learning can be very
powerful in this environment. The BPO
provider will have access to a broader set
of industry practices, which can then be
channelled into accelerated improvements
in supply chain and solutions.
The commercial application of these
solutions takes the form of more a complete
BPO end-to-end offering. What is unique
is that it can be delivered to companies
that wish to beneﬁt from the expertise and
infrastructure available to them, but in a
variable and configurable manner. They
can then optimize these capabilities as an
extension of their own enterprises.
Risk mitigation and change
management constraints often dictate that
companies will manage these outsource
decisions in bite-sized chunks. Where the
true supply chain BPO provider will succeed,
however, is in the ability to execute against
initial business and provide multiple
options for further development of a more
comprehensive relationship down the line.
The new BPO provider must keep in mind
the bigger picture, and not get bogged
down in the details of the relationship
today. In an environment where the only
certainty in supply chain is that needs will
change, this is a very attractive proposition
for many clients.
Implications for decision makers
The emergence of multiple, credible
supply chain BPO providers creates more
options for an OEM facing the challenges of
getting products to market in a competitive
manner. Decisions regarding the allocation
of investments and resources must be
considered, particularly in terms of what will

drive sustainable value within an organisation.
The ability to incorporate world-class supply
chain capabilities into an organisation in
an immediate, variable and configurable
manner can release funds and management
attention to be used for other critical business
functions.
By the nature of the discipline, eﬀective
supply chain investments provide a roadmap
to cost optimising and revenue facilitation.
Experience has shown that optimising
management across the entire supply chain
can yield signiﬁcantly more savings than a
focus on isolated costs in functional areas.
Consideration of what you want from
a supply chain BPO relationship should
provide some clues on how you assess the
value proposition of potential partners.
An auction process may drive the lowest
price for a deﬁned set of services, but can
you be sure that you have deﬁned all of the
requirements for a supply chain partner?
If you assess only your current needs, do
you risk building a piecemeal supply chain
structure that lacks a cohesive vision?
Conversely, partners with the cohesive
vision, however, must also be capable of
meeting your needs today.
Remember our supply chain purpose?
Raw materials are procured, converted
into product, packaged and delivered for
customer consumption. In order to make
this more eﬀective, companies must focus
on the supply chain partnership and the
key drivers for performance rewards and
measurements. The organisations that
can keep this intrinsic need in mind, and
apply the principals critical to the most
basic functions across the end-to-end big
picture, are destined to emerge at the top
of their respective market.
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Get CLOSER
to Chongqing
C

ity Connect, the world’s ﬁrst dedicated
inland, municipal supply chain
conferencing company, was launched
at the annual Supply Chain Asia forum in
Singapore on 19 July 2007.
City Connect is a unique platform
connecting inland city governments,
multinationals and freight transport providers
under one roof for two-day events focused on
improving supply chains out of individual
strategic transport hubs in mainland China.
The manufacturing potential of inland
cities in emerging economies such as China
and Vietnam remains untapped largely due to
the price diﬀerential in transportation.
City Connect serves as a forum to
showcase an individual city’s potential,

bringing together the right calibre and
mix of executives and state oﬃcials to ease
exports.
Currently transport events are either
country or sector speciﬁc. City Connect is
focused on municipal expertise. In 2008 there
will be three City Connect events, starting on
April 7 and 8 at Chongqing’s Intercontinental
Hotel, moving to Wuhan in September and
Chengdu in November.
The events, which have received municipal
endorsement, are split into three sessions:
potential, challenges and solutions.
Evening receptions, cocktails, river cruises,
‘speed business dating’, and many other
social gatherings are all planned to make our
conferences both memorable and valuable.

April 2008 sees the debut
of inland supply chain
series City Connect
at Chongqing. Sam
Chambers* highlights the
enormous potential for
those mulling investing
in the world’s largest
municipality
Each of our events are timed to coincide
with a major export fair, so delegates will get a
ﬂavour of how developed the manufacturing
industry is inland. For instance, on the 9
through 11 of April there is the massive China
International Motorcycle Trade Exhibition in
Chongqing.

Location, location, location
At the head of the navigable part of the
Yangtze, Chongqing’s envious location makes
it one of the largest growth areas for foreign
direct investment in China.
Chongqing is the hub around which the
central government’s ‘Go West’ campaign
is based.
feature continues on pg 46
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Chongqing by numbers
•
•

•
•

6,000 The number of bridges in the municipality – a
world record. A further 793 are under construction
32,290sq ft, over which another Chongqing record
breaking feature sprawls, namely the recently opened
1,000 plus toilet public bathroom spread over four ﬂoors
8 Hours it will take by rail to Shanghai in 2010, down
from current 42
200,000 Ford units produced each year in the city

Ofﬁcial publication
City Connect and Supply Chain Asia will be producing a
stand alone magazine detailing the supply chain status,
challenges and solutions facing each city in the conference
series.
Our ﬁrst issue covering Chongqing, authored by Supply
Chain Asia editor Turloch Mooney and Sam Chambers,
editor of Connected, the monthly City Connect newsletter
will be published in March and distributed at the event.
The magazine will serve as a brilliant tool for
multinationals to highlight their pan-China credentials.
For advertising possibilities, please contact
frank.paul@supplychainasia.com

Chennai

3 WEEKLY SAILINGS

Port Klang

Singapore

New
Direct Service
KOREA-CHINA
SINGAPOREMALAYSIA-INDIA

The world’s largest municipality
In the ten years that Chongqing split away from Sichuan
province to become a municipality, it has grown beyond all
recognition. But the moniker of it being the world’s largest
municipality is a bit misleading – yes there are 32m people
living there, but bear in mind it’s the same size as Austria
and only 42% live in urban areas.
That said, Chongqing proper, with a city population
of 12m, is overwhelmingly impressive and could one day
become the most heavily populated city in China.
On June 7, Chongqing and Chengdu, capital of
neighbouring Sichuan Province, were selected by the
National Development and Reform Commission (NDRC)
as pilot cities for coordinated and balanced development
between urban and rural areas. This pilot scheme is
essentially the 21st century equivalent of the 1990s Special
Economic Zones. Chengdu and Chongqing are not best
of friends, yet they have been told to create a de facto
economic corridor between them.

THE TIGER LINE... THE D IRECT LINE
www.btl-feeders.com
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Developing China’s inland areas is a
key focus of the current Five-Year Plan and
development centres around the world’s
largest municipality, Chongqing.
Few places on Earth match Chongqing
in terms of industrial growth rates with
many of the world’s biggest brands already
firmly entrenched here yet some large
multinationals remain unconvinced that
the city could be their sourcing destination.
Why? The cost diﬀerential primarily down
to transportation between manufacturing
on the coast compared to inland.
H o w e v e r, m a j o r i n f r a s t r u c t u r e
improvements are underway, whereby the
city will soon be able to boast a world-class
port, airport, road and rail infrastructure.
On the rail front, Chongqing is set to have
the largest rail cargo hub in China by 2010.
Currently it takes 42 hours to go by rail from
Chongqing, the dragon’s tail, to Shanghai,
the dragon’s head. In ﬁve years this ﬁgure will
drop dramatically to just eight hours.
At the end of August it was announced
that a railroad will start construction
by the end of this year to Lanzhou, the
capital of Gansu province. The LanzhouChongqing double line will run 800km
costing 55.5bn yuan (US$6.94bn). Railways
Minister Liu Zhijun said the railway would
be a “strategic national route” between
northwest and southwest China. Meanwhile,
a $1.5bn, 480km expressway between the
municipality and Xi’an crossing poor,
mountainous territory in Sichuan province
has commenced construction. The Asian
Development Bank is chalking up $200m
to the project which could well allow
landlocked Xi’an a riverine artery via
Chongqing onto China’s so called ‘third
coast’, the Yangtze.
Tw o n e w a i r l i n e s c o m m e n c e d
operations out of Chongqing this summer.
In June West Air, with three B737s began
making daily calls to Nanjing, Fuzhou,
Haikou and Sanya, carrying belly freight.
Lucky Air held by Hainan Airlines has
invested 28m yuan to hold 35% of the
shares.
Meanwhile, Chongqing Airlines was
oﬃcially unveiled on June 16. The 1.2bn
yuan of registered capital was invested by
China Southern Airlines and Chongqing
Development & Investment Corporation
with a ratio of 6:4. China Southern Airlines
invested with three A320s. International
flights and its first A330 are envisioned
Supply Chain Asia November/December 2007

Chicago…was a
}
gateway to vast and

Petroleum Corp has announced plans to
build a 10m ton capacity oil reﬁning project
in the municipality.

largely undeveloped
lands to its west,
a hub where the
trafﬁc of roads, rail
lines and waterways
converged, and a
centre for business
where ambition
eviscerated risk.
Chongqing…is all of
these things.

Inland automotive centre
Chongqing produces more motorcycles
than anywhere else on Earth. Home-grown
Loncin Motorcycle is pumping out 10,000
small engines and 3,000 motorcycles in
their Chongqing plant a day. They supply
more than 60 brands around the world
besides their own. Suzuki is ramping up
production in the city too.
In 2006 another Chongqing motorcycle
giant, Lifan group, reported export revenues
to the tune of $329m. Lifan’s latest foray is
into the car market, and Lifan plans to
boost annual sales of its passenger cars
from the current level of 10,000 units to
300,000. It is currently in negotiations with
DaimlerChrysler to buy a whole plant in
Brazil and ship it back to Chongqing.
Chongqing Customs reported that in
the ﬁrst seven months of 2007 the export
value of automobiles and components had
already surpassed $200m.
With 6,000 staﬀ churning out more than
200,000 units a year, the Changan Ford
plant in the north of Chongqing, founded in
2001, is akin to a city. The facility’s maximum
capacity is 250,000 units. Changan Ford is
eyeing construction of a third plant in China
(it has another at Nanjing) and it is not
inconceivable that the newest plant could
also be in Chongqing.
Ford’s sales in China grew 90% in 2006
and rose 22% in the ﬁrst half of this year.
Elsewhere, Volvo Cars has announced
that they will be selling four models in China:
the S40, XC90, C30 and S80 T6. The S40 will
be built in Ford’s Chongqing plant.
Light trucks designed by the city’s very
own Changan Automobile Group, are to be
made in the US. Tiger Truck LLC, a privately
held US truck manufacturer headquartered
in Dallas, Texas, plans to open an assembly
plant in Poteau City, Oklahoma to produce
the China-designed trucks. Changan
recently started selling its enormously
popular Chana brand throughout Brazil.
This year also saw Shanghai Automotive
form joint ventures in Chongqing with both
a
Fiat and Iveco.

~

James Kynge,
China Shakes the World
come 2010, by which time its ﬂeet will have
hit double ﬁgures.

Software and chemicals
Hewlett-Packard has just moved into a
new electronics park in the city, with IBM
and Oracle reportedly following suit, and
Coca-Cola already there.
Until recently there were few
multinational chemical companies to have
invested in China’s interior.
BP was one of the exceptions, and
has operated a large acetic acid plant in
Chongqing since 1999. But Chongqing
recently invested about $1.9bn to set up
the Chongqing Chemical Industry Park and
big names are looking to enter the city with
BASF signing an MoU in July to potentially
build a 400,000-metric-ton-per-year plant
producing the polyurethane intermediate,
methylene diphenyl diisocyanate (MDI).
Bayer is reportedly interested in setting
up in the city too, while China National

*Sam Chambers is Supply Chain Asia’s Hong Kong
correspondent and managing director of City Connect.
See www.cityconnect.com.cn for more details

get closer

get closer
The world’s ﬁrst dedicated inland, municipal supply chain conference company
debuts April 7th in Chongqing.
Bringing together municipal governments, multinationals and freight transport
providers under one roof, City Connect serves to unleash the manufacturing
potential of inland cities.

City Connect Limited
5th Floor, SeaBird House,
22-28 Wyndham Street, Central, Hong Kong
tel +852 2805 1403 fax +852 2805 1427
info@cityconnect.com.cn
www.cityconnect.com.cn
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A more enlightened view of
contemporary supply chains

It’s people that power
enterprise supply chains;
but where are the HRM
professionals?
By Dr John Gattorna, Supply Chain Thought Leader and
Author*

L

et’s cut to the chase and stop dancing
around the issues that pervade
contemporary supply chains. People,
and people alone, are at the centre of every
enterprise supply chain that exists in the
world today. On the outside we call these
people ‘customers’ or ‘clients’ (or indeed
‘credit risks’ at times), and on the inside we
have boards, management, and employees.
That’s a lot of involved people! But where are
the HRM professionals? Aren’t they supposed
to advise and assist top management to
shape all this ‘people power’ on the inside of
organisations so that we can better satisfy
customers and produce a correspondingly
improved bottom line?
Of course there is no ‘bottom line’ if there
Supply Chain Asia November/December 2007

is no ‘top line’, a fact that is sometimes lost
on managers with a 1-Dimensional focus
on costs only. It seems to me as I travel the
world and engage with major corporations,
that the number of HRM professionals is
increasing, but what are they all doing? I see
no evidence that they have mastered the
complexity that disparate human behaviour
brings to organisations, and by extension,
supply chains. Quite to the contrary, I observe
a reversion to type, where they pre-occupy
themselves with routine activities that
they feel comfortable with, eg. personnel
administration, car policies, recruitment,
wages and award payments, health and
safety, superannuation, and other routine
matters.

Supply chains permeate every type of
enterprise, whether commercial or notfor-proﬁt. They are the ‘pathways’ through
which products and services move as they
gather value (and cost) en-route to the end
user/consumer. Along the way there are lots
of processes, activities, and relationships
involved, enabled by technology and
infrastructure. But the latter are only enablers,
not the main game.
I think we have forgotten this reality as
we have progressively become smitten by
advancing technology, and in turn this has
side-tracked many an organisation from
the correct focus - customers. This reality
is particularly true of enterprises that have
been through the rigours of implementing
an ERP system. But it should not necessarily
be the case.
The truth is that most organisations
have not reached an acceptable level of
understanding of their customers’ dominant
buying behaviors, because they haven’t really
been thinking in these terms, although few
if any will admit it. I see very few enterprises
in my travels which genuinely understand
and have an in-depth knowledge of their
customers.
Even those that do appear to quarantine
that knowledge in functional silos such as
Marketing or Sales, which leaves the backof-shop operators largely in the dark and
second guessing customer requirements.
Hey, if we would only admit to ourselves
that the real enemy is on the inside of the
organisation, not on the outside, we would
be much better oﬀ! The real villains here are
Marketing and Sales personnel who are not
doing enough to translate their sometimes
intricate knowledge through to other parts
of the enterprise. But we will leave that
particular argument for another day.

Aligning the enterprise around
customers
There is only one fail-safe frame-of-reference
when designing and operating contemporary
supply chains; the customer and the
customer situation. This is the starting point
for all subsequent action. If you don’t think
this way you are guessing! Once you fully
understand the behavioral structure of your
marketplace it is possible to ‘reverse engineer’
the conﬁguration of your supply chains back
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Other Headlines
20 The patchwork quilt of supply chain careers
through the organisation to actual operations
on the ground.
And, because there is always more than
one type of customer dominant buying
behaviour evident in any product/service
market category, it follows that there is likely
to be more than one type of supply chain.
Indeed, I have consistently found empirical
evidence to suggest 3-4 generic types of
supply chain, and/or variations of these, in
diﬀerent mixes depending on the product,
service or country1. Briefly, these are as
follows:
1. Continuous Replenishment supply chain
to service the ‘Collaborative’ segment;
2. Lean supply chain to service the‘Eﬃciency’
segment;
3. Agile supply chain to service the
‘Demanding’ segment; and
4. Fully Flexible supply chain to service the
‘Innovative Solutions Seeking’ segment.
And as customers move away from their
natural or preferred buying behaviour there
is a good chance that they will move, either
temporarily or permanently, to one of the
other three buying states listed above.
In some large organisations it is possible
to discern more that one buying behaviour
present. So, any response must have
a dynamic capability; this is not duckshooting where you have a single response,
and endeavor to infinitely adapt this
response as customers move across your
sights. That approach is cost-prohibitive
because of the myriad of exceptions
involved, and it is very wearing on the
people inside the business.
Once you pin down the structure of
your marketplace, it is possible to develop
a corresponding range of responses that
align with the different customer buying
behaviours you have identiﬁed.
This is simply a packaging exercise where
you mix and match such attributes as price,
branding, speed and/or consistency of
delivery, relationships, degree of innovation,
and more. The same basic product or service
can be delivered in many diﬀerent ways to
suit the same or diﬀerent customer.
All well and good, but the problems
are only just starting. The devil is in the
implementation of the supply chain
configurations to deliver these intended
strategies rather than their formulation, and
that is where people play the major roles,

front and centre. They can either make things
happen, or resist simply because they want
to. This is an insidious form of resistance
because it is diﬃcult to measure in real-time,
and often the eﬀects only become apparent
after signiﬁcant time has elapsed. And by
then it may be too late to recover.

The key to successful execution is
people
The ‘dynamic alignment’ concept requires
that four levels of human endeavor to
be aligned: marketplace; response(s) to
customers; internal cultural capability; and

leadership style, all held together primarily
with leadership, organisation structures,
processes and technology.
The biggest problems occur at the
interface between intended responses
(strategies) and internal cultural capability
of the enterprise. Indeed, 40-60% of written
plans are never delivered on the ground,
and the reason for this is the dislocation
that occurs at the strategy-cultural capability
interface. It is not due to competitor activity
as many would have us believe.
The root cause of non-performance is
much closer to home, ie, inside the enterprise
itself, a type of ‘Trojan Horse’. My question
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therefore is as follows: what have HRM
professionals been doing to understand and
address these issues? Where is the research
to better inform practice? In short, where
have they been when we needed them
most? Are they not the custodians of the
corporate culture. How have they advised
top management in the quest to reduce
obvious ‘mis-alignments’, particularly at this
crucial interface?
The answers to all these questions are
pretty negative, and worst of all there is
little or no respite in sight. Organisations
continue to operate much as they have
for decades, and educational institutions
are teaching the same old stuff to their
students, the next generation of managers.
It’s a viscous circle that we must break out of
sooner rather than later. That time is getting
closer for many organisations, otherwise
they won’t survive.

The four generic supply chain
alignment conﬁgurations
Each of the four generic supply chain types
listed above look diﬀerent at each level of
the alignment framework. They have to be
in order to focus on a particular dominant
buying behavior. Each of these unique
conﬁgurations is described in the following
schematics.
For purposes of this discussion we will
focus on the forces at work at the cultural
capability level, because it is here that the

human action inside the enterprise plays
out, mostly hidden from view. This is also
where the forces of darkness lurk, leading to
gross organisational ineﬀectiveness. It is also
right here that we need HRM professionals
to be focusing their attention, and providing
technical advice and support to senior
management. The following attributes that
shape and create sub-cultures are the ones
we want them to focus their attention and
energies on.
1. Organisation design: other than
‘leadership style’ itself, this is the most
powerful force for shaping sub-cultures
because it constrains the way people
work, like a straight jacket. Unfortunately,
it is also the area that has seen the least
progress over the last several decades.
Organisational designers have been
unable (or unwilling) to come up with
anything better than the traditional
functional silos, and a variation of this,
the matrix structure.
Functional silos served us well in the
relatively slow-moving world of the
1950s, 60s, and 70s, but have become
progressively more mis-aligned with the
way customers want to buy over the last
two decades. It seems we will never rid
ourselves of this format, and maybe we
won’t have to. More about that point
shortly.
Matrix organisation structures were

Figure 3- the ���������� ������������� supply chain
clusters, focused on loyal high-value customers
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introduced to overcome the weakness
highlighted above in functional silos, but has
generally not been eﬀective, and will not get
any more eﬀective from here on. The problem
is the internal conﬂicts generated at each
intersection between an Account Manager
and the all-powerful vertical functions that
hold the budgets. No joy there.
In my view there is a way forward that
allows us to engage and align with customers
more eﬀectively in a fast-moving operating
environment. I called this organisational
format a ‘cluster’. The idea is to build groups or
clusters of multi-disciplinary personnel that
faithfully replicate both the competences
required to service a particular customer
segment, as well as embedding the required
mindset bias. For example, where we have
a Continuous Replenishment supply chain
aligned with a Collaborative segment of
customers, it is important to embed a
‘relationship’ mindset or sub-culture, and
support this with the appropriate processes
and technology as discussed below.
In this way we can keep the conventional
functional silos in place, but with a diﬀerent
raison d’etre. They become the repository of
specialist skills and competences, and the
‘force generator’ from which the new clusters
draw personnel of all disciplines for short or
long-term assignment to particular clusters.
It would look something like that depicted in
Figure 3 below.
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Likewise, clusters for each of the other three
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with the appropriate mix of disciplines and
mindsets. Surely this is an area where HRM
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Account Teams/clusters configured with
a ‘Relationship’ mindset bias

Supply Chain Asia November/December 2007

����� ���������� ���� ������� ������ �� ����� ����������
���������
��� �������� ��� ����� ���������� �������

2. Positioning square ‘pegs’ in square holes:
this is where the fine tuning occurs.
Personnel are closely reviewed in terms
of their technical skills and mindsets,
using such techniques as the MBTI for
the latter, to ensure they ‘ﬁt’ any roles
they are appointed to. We are talking
about nuances here, but they count
tremendously towards organisational
effectiveness at the aggregate level.
The days of wiping out whole layers of
management are gone. Looking back,
that was borne of ignorance.

52

SUPPLY CHAIN - PEOPLE

3. Process re-engineering: there are no
mysteries here, but the key is to ensure
that the primary processes that align with
each supply chain or pathway are in place.
They become standard and are invoked
by the cluster as required.
4. Information technology and systems:
these simply mimic and institutionalise
the processes already established.
The problem to date has been that
organisations have been throwing the
full gambit of systems technology at
every type of customer situation, without
discrimination, looking in vain for the
‘Silver Bullet’.
There is no such thing in supply chain
management. What we need is an
underpinning ERP system to provide one
version of the truth, and then interface
this with diﬀerent mixes of IT applications
as appropriate. So for example, the main
application servicing the Collaborative
customer segment might be a CRM
system. It will help us manage the loyal
high-value customers in the way they
expect, where relationships and trust are
paramount.
5. KPIs: this is an area of management that
seriously impacts on performance, but is
as yet badly understood. People will do
what is inspected, not what is expected.
So you have to use this principle in
framing the KPIs unique to each type
of supply chain. Out with the so called
‘Balanced Score Card’, and in with the
‘Biased Score Card’ which is purposefully
designed to faithfully signal what you
want our people to do. In the case of
servicing customers in the Collaborative
segment, this might mean focusing on a
few vital KPIs such as:
• length of time we have retained the
customer (Customer Retention); and
• share of customer’s spend in a particular
category that we have ( Customer
Loyalty).
6. Incentives: these are the mirror image of
the KPIs, selected for particular situations.
It’s a matter of ‘horses for courses’. What
are the most appropriate incentives for
personnel who are themselves steeped in
relationship building and maintenance.
Is it cash? Or is it something else in kind.
Again, over to the HRM professionals to
ﬁgure this out. That’s what they are paid
to do!
7. Internal communications: diﬀerent subSupply Chain Asia November/December 2007

cultures have diﬀerent communication
styles. The trick is to embed the style
that aligns with the sub-culture you
are trying to shape. In the case of
the organisational cluster driving the
Continuous Replenishment supply
chain, this is likely to be very inclusive,
with actions only being taken after a
consensus is reached.
To be fair, this can sometimes be a slow
process, but then again, when you
are servicing this type of relationshipfocused customer time is on your side.
Nothing changes fast. Everything is a
result of a lot of thoughtful consideration.
So the cluster is just reflecting this
trait.
8. Training and Development: here we
expect that HRM professionals will design
and conduct a personal development
program (PDP) for each and every
individual executive. Gone are the
days of spending big on mass training
initiatives. This was wasteful at best, and
a dereliction of duty at worst.
9. Recruitment: this final parameter
represents a very powerful force for
‘genetically engineering’ selected
sub-cultures in an organisation, to
reflect the external market structure.
Thankfully, I have met a number of
recruitment ﬁrms recently that get it,
and are actively engaged in delivering
individuals to enterprises that meet
technical, experiential, and mindset
parameters. Logistics Recruitment2 is
one such organization, and their eﬀorts
are to be applauded. What we need
from the internal HRM professionals
is engagement in this vital enterprisebuilding process.

Final word: some evidence to reﬂect on

Finally there is the over-arching inﬂuence
of Leadership styles that are perhaps as
important in shaping sub-cultures in
organisations as organisation design. Here
again, there are plenty of sophisticated tools
available to HRM professionals to measure
and monitor management and leadership
styles, but you also have to know what to
do with this data.
HRM professionals can assist
management by helping and advising in
the formation of the various clusters, and
in particular which individual executive is
appropriate for the particular leadership role
being considered.

*Dr John Gattorna is an acknowledged ‘thought
leader’ on the global supply chain scene. Over
the last 25 years he has researched, consulted,
and worked in various capacities in the supply
chain ﬁeld. He established and led the Accenture
supply chain practice in Australia, New Zealand
and Southern Asia, 1995-2002. John is a proliﬁc
writer, and his latest book, Living Supply Chains
( FT Prentice Hall, London, 2006), is receiving
wide acclaim for its originality and insight. John
always welcomes contact from interested parties
in the global supply chain community. Contact
details as follows: e: john@johngattorna.com
w: www.johngattorna.com

At the Smart’07 Conference in Sydney in
June 2007, I addressed an audience of some
300 people on the topic of my book, Living
Supply Chains, and what this meant for
designing and operating contemporary highperformance supply chains. At the end of my
address I asked this audience six questions.
The results are below, and if this audience is
typical and representative, which I think it is,
we have a long way to go indeed. Wake up
HRM professionals and get on the job! Your
managements need help.
Q1: Has your company/enterprise attempted
to design/operate its supply chain network
along ‘alignment’ principles?
Yes: 33%; No: 67%
Q2: Has your company/enterprise used
behavioral segmentation of customers to
inform the design/operation of its supply
chains? Yes: 21%; No: 79%
Q3: Has your company consciously attempted
to shape various sub-cultures to execute the
diﬀerent types of supply chains (pathways)
that are running through the business?
Yes: 32%; No: 68%
Q4: Does top management in your company
treat logistics/supply chain management as
a specialist ‘function’, or as an integral part of
the business? Yes: 69%; No: 31%
Q5: Do you think top management in your
company understands the role culture plays
in powering corporate supply chains?
Yes: 38%; No: 62%
Q6: If no, are they in denial?
Yes: 77%; No: 23%
Perhaps you might like to answer the
same questions yourself to get a reading on
how far you are on or oﬀ the pace.

Refer Gattorna, John (2006), Living Supply Chains, FT Prentice hall, London,
for more details of the ‘dynamic alignment’ concept.
2
Logistics Recruitment, a Sydney-based global recruitment network, with
ofﬁces in 10 countries. Logistics Recruitment has recently launched the
world’s ﬁrst global careers site for supply chain and logistics professionals.
Refer www.SupplyChainJobz.com
1

WHO’S WHO OF SUPPLY CHAIN IN ASIA 2008
Recognizing Supply Chain Professionals in Asia

DIFFERENTIATE YOURSELF!

Who’s Who of Supply Chain in Asia is a permission-based initiative whereby we hope
to raise the proﬁle of individual professionals in our highly dynamic community.
Instead of the usual focus on the companies that make the news all the time, we
believe that the people who make this industry happen must be recognized for
their contribution.
We are targeting to publish our SECOND EDITION directory and distributing it
during our annual Forum that will be held in Singapore from 8-10 July 2008.
Listing in the directory is FREE. To be listed, kindly visit our website at www.
supplychainasia.com for more details.

Connect • Communicate • Collaborate

www.supplychainasia.com
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T

he ASC Index was created to track the
growth and development of supply
chain-related companies and operations
in the areas of logistics, transportation and
supply chain in Asia. The Index is not an
advisory tool for investments, rather it is meant
to provide additional perspective on the
development of the supply chain and logistics
industry in the region.
Supply Chain Asia started tracking the
movement of the 35 stocks on January 1,
2007.

Asia Supply Chain
Index (ASC Index)
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Australia/NZ

Indonesia

Philippines

Toll Holdings

Samudera Indonesia Group

International Container Services

Air New Zealand

Japan

Aboitiz

Qantas Airways

Japan Airlines

Singapore

Hong Kong/China

K Line

NOL

Cosco Group

Mitsui OSK Lines

Singapore Airlines

Air China

Nippon Express

Freight Links

Li & Fung

Korea

Poh Tiong Choon

Hutchison

Hanjin Shipping

Richland Logistics

Jardines

Hanjin Transport

A Sonic

Swire Paciﬁc

Korean Air

Taiwan

China Shipping

Malaysia

Evergreen Group

BALTRANS

MISC Berhad

Middle East

India

Konsortium Logistik Berhad

Agility Logistics

Shipping Corporation of India

Malaysian Airline System

ARAMEX

Tiong Nam
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Movement of selected stocks in the ASC Index
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SUPPLY CHAIN EXECUTIVE DEVELOPMENT PROGRAM
by SUPPLY CHAIN ASIA Academy

DIFFERENTIATE YOURSELF!

A 3-day intensive, residential-styled logistics and supply chain training
offered by Supply Chain Asia Academy. Focusing on Asian contents
and targeted at new entrants as well as young professionals seeking
to expand their knowledge and skills in this ﬁeld. Conducted by
industry practitioners to impart practical skills and knowledge.
Supply Chain Executive Development Program
3 Days Supply Chain Training
Course Fees - SGD1,250 per trainee
Dates : 20 - 22 February 2008
Location : Singapore
To sign up and ﬁnd out more information, please visit www.supplychainasia.com/academy for more information.

Connect • Communicate • Collaborate

www.supplychainasia.com
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Connect. Communicate. Collaborate.

SUPPLY CHAIN ASIA FORUM 2008
8 - 10 July 2008
Grand Copthorne Waterfront Hotel
Singapore
Participation Fees : SGD995.00

Collaborating for Success!

Supply Chain Asia Forum is an informal gathering of Supply Chain professionals
to discuss and deliberate on challenges affecting its development in Asia
today. Adopting an open discussion approach and eradicating single-speaker
platform, this is the 4th instalment of a highly successful event. Programs are
already being ﬁnalised and registration for the Forum will start in January
2008. Don’t miss your opportunity to connect with professionals who are
making a difference in this industry in Asia. Mark your calendar to join us in
Singapore from 8 - 10 July 2008.

www.supplychainasia.com
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When
talent
alone
is not
enough
(adapted from the book
– TALENT is Never Enough
by John C Maxwell)

T

alent is often overrated and frequently
misunderstood. A famous poet once
said, “have success and there will
always be fools to say that you have talent”.
When people achieve great things, others
often explain their accomplishments by
simply attributing everything to talent. But
that is a false and misleading way of looking
at success.
If talent alone is enough, then why do you
and I know of highly talented people who are
not highly successful?
Peter Drucker, the father of modern
management said: “There seems to be little
correlation between a man’s eﬀectiveness
and his intelligence, his imagination or his
knowledge…Intelligence, imagination, and
knowledge are essential resources, but only
eﬀectiveness converts them into results. By
themselves, they only set limits to what can
be attained.”
If talent alone is enough, then the most
eﬀective and inﬂuential people would always
be the most talented ones. But that is often
not the case. Consider this:
• More than 50% of all CEOs of Fortune
500 companies had C or C- averages in
college
Supply Chain Asia November/December 2007

• Sixty-ﬁve percent of all US senators came
from the bottom half of their school
classes
• Seventy-five percent of US presidents
were in the Lower-Half club in school
• More than 50% of millionaire entrepreneurs
never ﬁnished college
Putting talent in perspective
The need for talents in our industry is never
a doubt. However, instead of focusing on
talent per se, we need to understand the role
talent plays in the individual’s contribution to
the overall success of the corporation, and
lifting of standards in the industry. As Irving
Berlin quite rightly put it: “The toughest thing
about success is that you’ve got to keep on
being a success. Talent is only a starting point
in business. You’ve got to keep working that
talent.”
While it’s true that people have equal
value, not all are equally gifted. Some people
seem more blessed with a multitude of
talents. Most of us have fewer abilities. But
yet, all of us have something that we can
do well and contribute to the success of
our organisation and the well-being of our
community.

Talent alone is not enough but talent
combined with the following attributes will
make a person much more valuable:
• Passion
• Initiative
• Focus
• Perseverance
Passion is more important than a plan.
Passion creates ﬁre. It provides fuel. As long
as passion is there, it doesn’t matter if they
fail. It doesn’t matter how many times they fall
down. It doesn’t matter if others are against
them or if people say they cannot succeed. A
talented person with passion will keep going
and make the most of whatever talent they
possess.
For supply chains in Asia to continue
moving forward, having talented people
with initiative is imperative. Talent without
initiative never reaches its potential. It’s like
a caterpillar that won’t get out of its cocoon.
It will never transform, forever relegated to
crawling on the ground, even though it had
the potential to ﬂy.
Focus will bring tremendous power.
Without it, you will often feel drained and
unable to accomplish much. With it, you
will ﬁnd that your talents and abilities gain
direction and intentionality. If we, as supply
chain professionals, focus on making our
actions count towards the betterment of our
companies and our community as a whole,
that path for the supply chain industry in Asia
will be highly illuminated.
Perseverance is not an issue of talent. It
is not an issue of time. It is about ﬁnishing.
Talent provides hope for accomplishment, but
perseverance guarantees it. The diﬀerence
between a successful person and others is not
the lack of strengths, not a lack of knowledge,
but rather a lack of determination.
The Supply Chain profession will continue
to face increasing scrutiny in Asia, especially
as the industry continues to gain recognition
in its importance as a major contributor to
the economic success of companies and
countries. While the cry of “talent shortage”
will continue to drive many organisations
to “buy talent”, we should also start looking
within our own structures to grow our
own talented people, who are passionate;
possess initiative; are focused on bringing
success to their organisations, and have the
perseverance to go the whole way.
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Supply Chain Asia Logistics

wards

November 22
Bauhinia Room, Hong Kong Convention & Exhibition Centre

List of judges of the 2007 Supply Chain
Asia Logistics Awards
Mohd Radwan Alami, Chair of the Logistics Committee, Federation of
Malaysian Manufacturers
Peter Boyce, Senior Business Manager, LRQA Security Management
Systems
Dr Krizz Chantjiraporn, President, Thai Logistics & Production Society
Tony Fedorowicz, Supply Chain Manager, Orica Mining Services, Board
Member, Logistics Institute of Australia
Professor Paul Lee Tae Woo, Head of Department of Shipping &
Logistics Management, Kainan University, Taiwan

Awards sponsor proﬁles
Port of Amsterdam
The Port of Amsterdam is seaport # 4 in N.W. Europe and
handles over 88 million tons of cargo annually. The Port of
Amsterdam is, together with Amsterdam Airport Schiphol,
your logistics hub for a smooth supply chain solution of
both sea & air-freight.
Container throughput growth
Container operations in Amsterdam have grown rapidly
since the starting-up phase.
In 2007 the growth of 1st half year was +32.5 %. The
amount of container traﬃc handled by Amsterdam will
reach ca. 380,000 teu in 2007 and is anticipated to peak
at 3m teu in the near future.
No congestion surcharges at the Port of Amsterdam
The Port of Amsterdam offers smooth supply chain
solutions without congestion problems and does not
have any congestion surcharges. Amsterdam oﬀers space
for further growth for new liner services and business
developments.

Zaldy Masit Ilham, Board Member, Asosiasi Logistik Indonesia
Paul Lim, President/Founder, Supply Chain Asia
John Lu, Chairman, Singapore National Shippers’ Council, Founding
Chairman, Asian Shippers’ Council
Henrik Anker Olesen, Transport & Logistics Leader, Asia Paciﬁc, IBM
Global Services
Professor Su Shong-Lee Ivan, Director of Supply Chain and Logistics
Management Research, Soochow University, Taiwan
Catherine Truel, Board Member, SITPRO, Correspondent Supply Chain
Asia Magazine
Vivek Sood, Managing Director, Global Supply Chain Group
Joshua Wu, APAC/Japan, Supply Chain Solutions Manager, Intel Corp
Chair of the Judging Panel, Turloch Mooney, Managing Director,
Editorial, SC Asia Publications

Supply Chain Asia November/December 2007

Deep-sea services
Deep-sea container services connect Amsterdam with
Asia, Africa and Europe.
For example the EU 2 North Europe Express of the
Grand Alliance (NYK Line, Hapag-Lloyd , MISC and OOCL)
successfully links the PRD and the ports of Hong Kong,
Shekou and Yantian to the Port of Amsterdam.
Short-sea lines link up Amsterdam with all parts of
Europe, including Spain, Portugal, Italy, the Baltic States,
Scandinavia, Russia and the U.K.
Amsterdam offers the shortest inland-waterway
connections to the huge industrial areas and consumer
markets in the German hinterland (such as the Ruhr
Area) and beyond. Inland barge and train shuttle services
connect the Port of Amsterdam to all parts of the
Netherlands, Belgium, France, Germany, Austria, Prague
and Switzerland.
For further information on the Port of Amsterdam,
please visit www.portofamsterdam.nl or www.
portofamsterdam.cn

November/December 2007 Supply Chain Asia
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Awards sponsor proﬁles
BPS Global Group
BPS Global Group specialises in warehouse and logistics centre design,
material handling equipment and integration and turnkey
construction solutions. Established in 1992, BPS Global Group provides
service to leading global 3PLs and fortune 500 manufacturers under the
Group‘s brand names, Best & Prestige Industrial & Logistics Equipment Ltd,
BS Engineering & Consultancy Ltd and Hong Kong Logistics Technology
& Systems Ltd.
Satisfied customers include Agility, AMD, Bosch, CISCO, Dacsher, EGL,
Kintetsu, Nokia, P&G, Siemens, TNT, UTi, Zuellig Pharma and many others.
Whether consultancy, warehouse and logistics centre design or build or
materials handling equipment provision, the BPS team of over 150
professionals have an extensive and proven track record in the execution of
superior quality solutions and friendly and efficient service to customers.

Kuehne + Nagel
With more than 48,000 employees at 830 locations in over 100
countries, the Kuehne + Nagel Group is one of the world’s leading
logistics companies. Its strong market position lies in the seafreight,
airfreight, contract logistics and overland businesses, with a clear focus
on providing IT-based supply chain management services.
The Kuehne + Nagel Asia-Paciﬁc organisation was established
in Hong Kong in 1961 and incorporated in 1965. Over the years, the
company has advanced to be one of the most successful market
players in the region. Today, its extensive network spans 138 locations
in 20 countries across the region, including Afghanistan, Australia,
Bangladesh, Cambodia, China, Hong Kong, India, Indonesia, Japan,
Korea, Macau, Malaysia, New Zealand, Pakistan, the Philippines,
Singapore, Sri Lanka, Taiwan, Thailand and Vietnam. The total regional
workforce amounts to more than 5,500 persons.
Kuehne + Nagel in Asia-Pacific focuses on several business
sectors, including automotive, high-tech, industrial goods & chemical,
pharmaceutical & healthcare and FMCG & consumer durables. In
addition, the company provides specialised solutions in the areas of
hotel and aviation logistics, and is engaged in several niche sectors,
including the global transportation of perishables, beverages logistics,
exhibition logistics, aid and relief logistics, as well as in the oil, energy
and project businesses.

City Connect
Where transport meets trade
www.cityconnect.com.cn
City Connect is a unique platform connecting inland city governments,
multinationals and logistics providers under one roof for a two-day
event to focus on improving supply chains out of individual strategic
transport hubs.
Why
The manufacturing potential of inland cities in emerging

Supply Chain Asia November/December 2007

economies such as China and Vietnam remains untapped largely
due to the price diﬀerential in transportation. City Connect serves
as a facilitating event to showcase an individual city’s potential
and bring together the right calibre and mix of executives and
state oﬃcials to ease exports. Currently logistics events are either
country or sector speciﬁc. City Connect is focused on municipal
expertise.
When
In 2008 there will be three City Connect events, starting in April at
Chongqing, moving to Wuhan in September and Chengdu in November.
The following year will see additional cities such as Kunming, Nanjing and
Harbin added plus City Connect’s debut in Vietnam.
7-8 April 2008, Intercontinental Chongqing
22-23 September 2008, Wuhan
November 2008, Chengdu
www.cityconnect.com.cn

Kerry Logistics - Asia Based, China
Focus, Global Network
Kerry Logistics is one of the leading third party logistics service
providers with special focus on China and Asia.
With its head oﬃce in Hong Kong, Kerry Logistics is operating in
over 180 cities in 26 countries:
Our business portfolio encompasses contract logistics, international
freight forwarding, warehousing, transportation, distribution, trading,
merchandising and a wide variety of value-added services.
We give customers value for money as we operate our own
facilities and have full control over them.
Today, we are serving over 15,000 companies, many of which
are Fortune 500 multinational corporations in eight market sectors:
consumer electronics, hi-tech, fashion, lifestyle, shoes, food and
beverage, industrial, chemical, aerospace, automotive, retail,
pharmaceutical, healthcare and medical.
We employ over 6,000 staff and manage over 12m sq ft. of
warehouses, logistics centres and port facilities globally.
Competitive Advantages
• Comprehensive network empowering Supply Chain
Management
• Serving 15,000+ clients, including many Fortune 500 MNCs
• Diversiﬁed service portfolio-wide range of value-added services
and customized solutions
• Broad range of market sectors
• Unique competitive market position through selective investments
in logistics infrastructure
• Leveraging cutting edge IT maximizing supply chain
transparency

November/December 2007 Supply Chain Asia
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Awards sponsor proﬁles
• Kuok/Kerry Group has over 50 years’ experience in China and
Asia
• Strong import / export capabilities and extensive domestic network
in major cities
For enquiry, email to corpcom@kerrylogistics.com

The Global Supply Chain Group
Global Supply Chain Group is pro-active in creating, conﬁguring, and
formulating eﬀective, secure and sustainable supply chains around
the world. With a collective supply chain experience of more than 120
years, the senior team in Global Supply Chain Group has worked on
more than 100 blue chip projects on all continents adding in excess
of $1.5 Billion in value to their clients’ businesses.
Large corporations rely on Global Supply Chain Group to deliver
outstanding results in their supply chain strategy, supply chain
sustainability, supply chain security and supply chain performance.
Global Supply Chain Group works very closely, and sometimes
anonymously, with the senior executive teams of large corporations
to help them win outstanding Global Supply Chain Advantage
through
• Supply Chain Transformations and Design
• Supply Chain Strategies and Execution
• Supply Chain Infrastructure and Eﬃciency
• Supply Chain Information technology and Integration
• Supply Chain Processes and Personnel
No matter what your supply chain issues or questions are, it is worth
while reaching out and making a connection with us on www.
GlobalSupplyChainGroup.com

SSI Schaefer
SSI Schaefer is a leading supplier of a comprehensive range of highquality storage systems represented by 16 manufacturing centres and
over 50 oﬃces worldwide. According to the annual ranking by a US
trade publication, SSI Schaefer was the world’s largest material handling
system supplier in 2006 with worldwide revenue near US$2bn.
SSI Schaefer has been operating in Asia for more than 23 years,
establishing its regional headquarters in Singapore in 1984. The
company now has 12 oﬃces spanning 11 countries, covering the UAE,
China, Australia, Singapore, Indonesia, Malaysia, Thailand, Philippines,
Hong Kong, Vietnam, Taiwan, and Korea.
SSI Schaefer now mostly supplies directly from its state-of-the-art
manufacturing plants, located in Malaysia and China. The products
adhere to strict international industry standards such as the FEM
10.02.02, AS 1250, AS 1538, RMI, SEMA codes and ISO 9001, with
original German production technology.
International presence, outstanding customer service, decades
of experience, and ﬁrst-class teamwork, provide a one-stop shop
convenience and major beneﬁts for its extensive client base when it

comes to cost eﬀective solutions, project planning and implementation.
The company is fully equipped to design, install, integrate, and
implement storage solutions for projects of various magnitudes.
For further information, please visit us at www.ssi-schaefer-asia.com.

Virgin Atlantic Cargo
Virgin is a name synonymous with ﬁrst class customer service and
Virgin Atlantic Cargo is no exception. Our customer-focused approach
is making us one of the world’s most respected international cargo
organisations, with a constantly growing list of satisﬁed customers and
awards to prove it. We don’t make promises that we can’t deliver. That’s
the Virgin Atlantic Cargo diﬀerence.
Unlike many of our competitors, Virgin Atlantic Cargo does not
oﬀer a range of “one size ﬁts all” products. Instead, we have developed
a simple and easy to understand product range that can be tailor-made
to meet the speciﬁc demands and needs of our customers. Our focus
has always been to be the best in the marketplace, not the biggest. We
ﬁrmly believe our people are our best asset and this, coupled to our
commitment to invest in the best support systems means we can oﬀer
a world-class high quality product that appeals to both big and smaller
customers alike.
Virgin Atlantic Cargo offers capacity on the airline’s 30 longhaul services plus has an extensive on-forwarding network serving
destinations all across the globe.

Europhia Consulting
Europhia Consulting provides international recruitment and executive
search services in the ﬁeld of logistics and supply chain management.
We have oﬃces in Singapore, China and Taiwan covering the Asia Paciﬁc
region, and in the Netherlands and Belgium covering Europe.
With our strong industry network and experienced consultants,
we aim to provide you with industry professionals, who possess the
right expertise, drive and attitude to give your business a “winning
edge”. Europhia Consulting mainly focuses on the recruitment of mid
to executive management positions for international companies within
the logistics and supply chain industry. We also provide a direct online
sourcing portal, SupplyChainCareer.com, which allows you to proﬁle
your company to attract talented professionals globally.
Tailor made training programs and consultancy services are provided
to ensure that top talent stays on top. Europhia oﬀers training workshops
based on the latest supply chain trends within the industry. We work with a
select number of international industry experts and training partners. Our
research reports provide information to advise industry professionals and
companies on global HR trends within the sector. We also conduct consumer
surveys and provide market intelligence in the area of eCommerce, global
distribution, and service logistics management.
For further information on our global recruitment services, please
visit www.europhia.com or send an email with your enquiry to
info@europhia.com.
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World Economic Forum Networked Readiness Index 2006-2007
Countries in which it is easiest to conduct e-business
Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Country/Economy
Denmark
Sweden
Singapore
Finland
Switzerland
Netherlands
United States
Iceland
United Kingdom
Norway
Canada
Hong Kong SAR
Taiwan, China
Japan
Australia
Germany
Austria
Israel
Korea, Rep.
Estonia
Ireland
New Zealand
France
Belgium
Luxembourg
Malaysia
Malta
Portugal
United Arab Emirates
Slovenia
Chile
Spain
Hungary
Czech Republic
Tunisia
Qatar
Thailand
Italy
Lithuania
Barbados
Slovak Republic
Latvia
Cyprus
India
Jamaica
Croatia
South Africa

Score
5.71
5.66
5.60
5.59
5.58
5.54
5.54
5.50
5.45
5.42
5.35
5.35
5.28
5.27
5.24
5.22
5.17
5.14
5.14
5.02
5.01
5.01
4.99
4.93
4.90
4.74
4.52
4.48
4.42
4.41
4.36
4.35
4.33
4.28
4.24
4.21
4.21
4.19
4.18
4.18
4.15
4.13
4.12
4.06
4.05
4.00
4.00

48
49
50
51
52
53
54
55
56
57
58
59
60

Greece
Mexico
Bahrain
Mauritius
Turkey
Brazil
Kuwait
Romania
Costa Rica
Jordan
Poland
China
Uruguay

3.98
3.91
3.89
3.87
3.86
3.84
3.80
3.80
3.77
3.74
3.69
3.68
3.67
Source: World Economic Forum 2007

Economist 2007 e-readiness rankings
2007 e-readliness
rank (of 69)

2006
rank

Country

1
2(tie)
2(tie)
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

1
2
4
10
3
13
5
6
8
7
14
11
9
14
20
18
23
21
12
17
16
19
22
-25
24
26
27
28
31

Denmark
US
Sweden
Hong Kong
Switzerland
Singapore
UK
Netherlands
Australia
Finland
Austria
Norway
Canada
New Zealand
Bermuda
South Korea
Taiwan
Japan
Germany
Belgium
Ireland
France
Israel
Malta*
Italy
Spain
Portugal
Estonia
Slovenia
Chile

2007 ereadliness
score (of 10)
8.88
8.85
8.85
8.72
8.61
8.60
8.59
8.50
8.46
8.43
8.39
8.35
8.30
8.19
8.15
8.08
8.05
8.01
8.00
7.90
7.86
7.77
7.58
7.56
7.45
7.29
7.14
6.84
6.66
6.47

2006
score
9.00
8.88
8.74
8.36
8.81
8.24
8.64
8.60
8.50
8.55
8.19
8.35
8.37
8.19
7.81
7.90
7.51
7.77
8.34
7.99
8.09
7.86
7.59
-7.14
7.34
7.07
6.71
6.43
6.19

Economist Intelligence Unit 2007
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Direction of exports
DMCs means developing member countries [of the Asian Development Bank – list available at
http://www.adb.org/Countries/]
DMCs

To
From

1995
2005
26.4
24.9
China, People’s Rep. of
37.6
31.1
Hong Kong, China
9.6
9.4
Korea, Rep. of
23.9
17.6
Mongolia
22.4
7.7
Taipei,China
40.4
35.0
South Asia
18.4
20.1
Afghanistan, Islamic Rep. of
55.9
45.6
Bangladesh
8.2
5.2
Bhutan
India
20.2
21.7
Maldives
31.4
49.1
Nepal
9.8
55.5
Pakistan
19.6
18.5
Sri Lanka
8.9
14.2
Southeast Asia
35.7
40.3
Cambodia
74.0
27.2
Indonesia
25.9
33.5
Lao People’s Dem. Rep.
55.0
44.1
Malaysia
37.8
39.1
Myanmar
51.1
67.9
Philippines
21.1
29.2
Singapore
43.5
53.1
Thailand
29.2
32.2
Regional Trade Flows
Viet Nam
28.8
20.1
East Asia

People’s Rep.
Japan
United
of China
1995
2005
1995
2005
1995
11.9
15.3
12.3
9.0
20.0
0.0
19.1
11.0
16.6
33.3
45.0
6.1
5.3
21.8
7.0
21.8
13.0
8.5
18.5
16.4
48.1
9.9
0.5
5.5
0.3
21.8
11.8
7.7
23.7
1.0
5.4
6.5
2.1
19.5
9.2
0.6
0.6
1.1
3.2
0.6
0.5
3.3
0.8
31.9
0.9
6.6
7.0
2.4
17.4
0.0
0.0
5.7
22.8
19.2
0.1
1.2
0.5
1.5
30.5
1.5
2.7
6.8
0.9
15.1
0.1
0.5
5.3
2.3
35.6
2.7
8.4
13.9
11.3
18.7
1.5
0.6
1.9
3.5
1.4
3.8
7.8
27.1
21.1
13.9
2.8
3.3
1.7
1.1
1.7
2.6
6.6
12.5
9.3
20.8
11.3
6.7
7.1
5.0
6.6
TABLE 2
1.2
9.9
15.8
17.5
BASELINE TRADE COMPOSITION 35.8
2.3 (PERCENT
9.5 CHANGE
7.8FROM 2005-2025)
6.0
18.3
2.9
8.3
16.6
13.6
17.6
(percent change from 2005 in 2025)
6.4
9.0
26.0
13.6
3.0

BAU
East Asia
SE Asia
South Asia
ROW

East Asia
145
166
285
133

States

European
Others
Union
2005
1995
2005
1995
2005
18.4
13.9
16.5
15.5
15.8
21.4
13.6
18.9
13.0
17.6
16.1
15.3
14.5
13.9
9.8
14.6
13.3
15.4
24.3
22.2
14.2
15.0
12.5
30.9
16.9
15.2
12.7
11.7
11.0
8.5
18.9
29.9
24.8
24.8
28.8
25.8
20.6
12.6
10.5
14.4
23.6
44.8
46.8
11.2
23.0
16.7
27.5
22.3
27.0
30.3
TABLE 2
0.8
38.4
24.5
5.3
2.8
BASELINE TRADE COMPOSITION
17.4
53.3
17.0
7.4
(5.8
PERCENT CHANGE FROM 2005-2025
24.8
31.0
26.5
26.1
26.6
Regional
Trade
2005 in 2025)
31.1
32.4Flows (percent
30.9 change
17.7 from 21.0
14.8
14.7
13.2
14.2
12.0
BAU
East Asia
SE Asia
East
145
159
48.6Asia 14.5
14.3
6.7
5.8
SE Asia
166
151
11.5
15.2
12.0
14.0
14.1
SECTION III
South Asia
285
343
SCENARIOS
BASELINE
0.6
10.9AND POLICY19.7
27.9
31.1
ROW
133
146
19.7
14.4
11.7
12.0
13.5
Regional Trade Shares (percent change from 2005 in 2025)
6.1
8.5
17.7
11.9
BAU
Asia
SE Asia
18.0
17.7
17.0 East8.4
8.4
East Asia
3
9
11.5
13.9
13.3
14.3
6.5
SE Asia
12
5
South
62
86
15.4 Asia 16.1
13.5
17.7
17.0
ROW
-2
3
18.3
12.6
16.9
23.2
22.1
Asian Development Bank

Source:
South
Asia Simulation results.
ROW
201
118
298
115
255
183
182
74

SE Asia
159
151
343
146

ADB regional trade ﬂows: projected directional changes to 2025*
Regional Trade Shares (percent change from 2005 in 2025)
BAU
Baseline trade
composition East Asia3
East Asia
(percent change
SE Asiafrom 2005-2025) 12
South Asia

SE Asia
9
5
86
3

62

ROW
Regional Trade Flows (percent
change from 2005 in 2025) -2

BAU**

Source: Simulation
East Asia
SE Asia results.
South Asia

145

159

201

118

SE Asia

166

151

298

115

285

343

255

ROW

133

146

182 LEVELS
133

East Asia

SE Asia

East Asia

3

9

SE Asia

12

East Asia

201

5

26

-8 166

67

BAU
c

South Asia

62

86

ROW

-2

3

South Asia
49
255

183

18
182

298

343

*ADB simulation results
**BAU means baseline scenario which includes removal of textile quotas to the EU and US

-2

118

ROW

285

East Asia
145

-10
146
115

South Asia
49

19
18

26

166

298

Southeast
Asia
151

146
115

Source: Simulation
results.
-8

26

Southeast
19
Asia
151

-2

118

BAU

343

182

East Asia
3

62

159
c

South Asia
255

183

SHARES

South145
Asia
159

133

285

74

Regional Trade Shares (percent change from 2005 in 2025)

-8 LEVELS
-10
19

201

FIGURE 6
BASELINE CHANGES IN REGIONAL TRADE FLOWS
183
(PERCENTAGE CHANGE FROM 2005 TO 2025)

South Asia

BAU

26
67
49
18

ROW

East Asia

FIGURE 6

ASELINE Cﬂows
HANGES IN REGIONAL TRADE
Baseline changes in regionalBtrade
(
PERCENTAGE CHANGE FROM 2005 TO 20
(percentage
change from
2005 to 2025)
South Asia
ROW

9

12

BAU
c

67

Southeast
Asia
5

3

86
-10

Source: Simulation results.
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BLOGS

Supply

Chain

Blo gger

B

ecause 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 we found on the
World Wide Web.
Securing the chicken supply chain
It seems like the hottest supply chain topic
over the past couple of years has been
security. Apparently it’s an important topic
for Johor Bahru in Malaysia as well.
We have posted about the cargo theft
problems that have plagued Malaysian based
supply chains in the past. The Malaysian
government has even hired DVD sniﬃng dogs
to sniﬀ out pirated DVD’s. Well, according to
a report on Bernama.com, Malaysia may be
facing their stiﬀest challenge yet; securing the
chicken supply chain.
The Johor branch of the Domestic Trade
and Consumer Affairs Ministry will place
its officers at every level of the chicken
supply chain to check shortages and price
manipulation.
State Domestic Trade and Consumer Aﬀairs
Committee chairman Datuk KS Balakrishnan
said the oﬃcers would be placed at the livestock
farms, wholesalers, retail outlets and at the
consumer level to solve problems that could
crop up at every level. Good grief!
-3PLWire
Freight Forwarders - a dime a dozen?
What really sets one forwarder apart from
another? For the most part they all have
comparable services, serve the same key
lanes, can move a box from point A to point
Supply Chain Asia November/December 2007

B with relative ease (well at least most of
the time), and can do so for approximately
the same price. So what is it that truly
distinguishes one from another?
Well according to a recent report by
Logistics Today magazine the answer is...
First, there’s always an advantage in
bundling capacity, planning capacity and
consolidating cargo as the traditional role of
the forwarder.
Second, Scheibner suggests greater
involvement in the supply chain for the
forwarder as supply chain integrator and
consultant.
I would also add that the level of service
provided by a 3PL plays a crucial role in rising
above the competition. For the most part
3PL’s are non-asset based and they don’t sell
a commodity; they are service providers. In
looking at service from a 3PL, I tend to look at
how pro-active they are in terms of providing
information. It’s one thing to ﬁnd out that
your shipment is late after the fact and
another receiving a call from your provider
advising you of a potential delay and what
alternate plans are in place if necessary.
I’m sure that traditional forwarders (box
movers) will always exist in one form or another;
however the forwarder that evolves into a
company that provides service and added value
at every step in the supply chain will be able to
thrive and compete in this global economy.
-3PLWire
Ice melt: opening of the northwest
passage
Traversing from the Pacific Ocean to the
open Atlantic has been a dream of mariners
for decades, dating back to the 19th century.
This route, called the Northwest Passage, via
northern Alaska, Canada and Greenland has
long been hoped for as the short cut to Asia

and the Paciﬁc.
Arctic explorer Roald Amundsen first
successfully navigated the passage in 1905
amid dangerous pack ice. Other explorers
and missions later made the passage but
with the help of an icebreaker. Russian
mariners have made the passage on similar
routes from Murmansk to the northern
paciﬁc but the Siberian route always needs
an icebreaker.
Ice has always been the limiter toward
arctic navigation across the top of the
planet. Now, with global warming and
diﬀerent seasonal conditions, the passage
has become open to practical navigation at
least part of the year. The European Space
Agency this week indicated that sea ice has
now diminished to an all time low, allowing
potential commercial navigation. Sea ice
is highly sensitive to temperature changes
because of its highly reﬂective whiteness. It
reﬂects sunlight back into the atmosphere
which warms the air nearby.
Imagine a container ship transit time
from Japan to Hamburg of 14 days? How
about Seattle to Amsterdam in 11 days? This
kind of speed would have serious economic
impact not only to supply chains, but would
seriously impact the size of the available
freight market. Cargo that went air freight
now could potentially move by sea.
The politics of the Northwest Passage
will be substantial. Not only will navigation
be impacted by easy access to the sub arctic
north, but mineral rights will also become
up for grabs. Canada, the United States and
Russia already diplomatically argue over
sovereignty of mineral rights. Denmark,
which governs Greenland, also ﬁgures to be
in the mix.
Global warming is debated as either a
natural or man-made event. No doubt man
contributes to whatever natural trends may
exist. The opening of the Northwest Passage
might be considered a good thing coming
from a negative event. Commercial vessels
steaming through otherwise pristine arctic
areas however are not a long term positive
to my mind.
-FreightDawg

Send your supply chain and logistics blogs
to the Editor at:
turloch.mooney@supplychainasia.com

