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This is just the beginning. The first of Arshiya's 5 strategically-located FTWZ's, envisaged to revolutionise your profitability and 

arm you with a potent competitive advantage in the world's second-largest developing market. 

 Avail of tax and duty incentives for seamless exports, imports, re-exports and value-additions 

Enjoy world-class infrastructural support, along with 24/7 customs clearance

Network with integrated road-rail-sea connectivity for efficient transport

Leverage India's cost and skill arbitrage to cater to other Asian markets

Close in on your most lucrative market and supplier base and save logistics costs

Relocate your regional distribution centre 

Introduce more product lines

Reduce customer service lead time to boost loyalty

Set up a regional consolidation and value-addition hub

The time has come to leverage India's geographical location advantage in global trade, with the opportune opening of India's first 

state-of-the-art Free Trade and Warehousing Zone.

 

















  

  

  

  

  

  

  

  

For more information and bookings please write to indiasfirstftwz@arshiyainternational.com

Arshiya FTWZ     Arshiya Rail Infrastructure     Arshiya Domestic Distripark     Arshiya Logistics     Arshiya Supply Chain Management     Arshiya Technology

opens its lucrative doors to you
INDIA'S FIRST

India, the ideal hub in global trade, now gives you direct access to a rewarding market, 

with a world of conveniences, along with substantial time-and-cost savings on logistics.

 Welcome to Arshiya Free Trade and Warehousing Zone (FTWZ), Mumbai.

Corporate Office: Arshiya International Ltd., 301 Ceejay House, Level 3, Shiv Sagar Estate,
 F-Block, Dr. Annie Besant Road, Worli, Mumbai – 400018.  Ph: +91 22 4230 5500-2
www.arshiyainternational.com
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Big in air and road freight.
At TNT, we offer a truly integrated multi-modal network to meet your 

business needs. From air to road, we offer express, freight and expert 

solutions for just about every industry, including high-tech, healthcare, and 

equipment & machinery. These services connect seamlessly to ensure cost-

efficient and timely distribution of your deliveries. So visit www.tnt.com 

today and realize that nothing is ever too big for us.
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The changing identity 
of Hong Kong
香港身份的转变

This issue we focus on Hong Kong. More 
specifically, we talk to the private sector about 
its relationship with Mainland China and the 
implications for the supply chain and logistics 
industry of the new Hong Kong/Guangdong 
cooperation agreement.

The cooperation agreement signed 
in Beijing in April of this year sets the 
policy framework for mutual, cooperative 
development in a range of different areas 
from financial services to logistics and 
transportation. 

There is not a whole lot of enthusiasm 
over the new agreement among Hong Kong’s 
private supply chain and logistics sector. This 
is perhaps due to a general but debatable 

perception of little progress so far on cross-
boundary cooperative development. It is 
equally likely a reflection of how laissez faire 
the business environment in Hong Kong 
continues to be.  

The source of much of Hong Kong’s 
prosperity is to be found in its red tape-free 
environment for the activities of private 
business. But over-arching changes affecting 
its role as ‘gateway’ in its relationship with 
China mean there is general acknowledgement 
that a policy framework on engagement with 
the Mainland is both useful and necessary. 

Inside we discuss the views of the private 
sector on Hong Kong’s changing identity as a 
supply chain hub in the context of the rapidly 
growing Mainland. We look at how these views 
relate to the new cooperation agreement and 
we discuss the status quo of Hong Kong’s 
air cargo, shipping and industrial property 
sectors. 

Despite challenges, the overall conclusion 
is that Hong Kong remains one of the busiest 
and most innovative supply chain and logistics 
centres in the world. Its supply chain and 
logistics players are also generally upbeat that 
deeper engagement with the Mainland on a 
variety of different levels means that this will 
continue to be true for the foreseeable future. 

On November 25 we will host the Supply 
Chain Asia Logistics Awards 2010 in Hong 
Kong. At the ceremony, we look forward to 
celebrating the spirit of those companies 
and individuals that continue to innovate and 
thrive in Hong Kong’s highly dynamic supply 
chain and logistics environment.
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Big in air and road freight.

At TNT, we offer a truly integrated multi-modal network to meet your business needs. 

From air to road, we offer express, freight and expert solutions for just about every 

industry, including high-tech, healthcare, and equipment & machinery. These services 

connect seamlessly to ensure cost-efficient and timely distribution of your deliveries. 

So visit www.tnt.com today and realize that nothing is ever too big for us.
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Dear friends and fellow professionals,

Another year is almost over and our work 
of five years is now going over another 
threshold.

With the industry acceptance of our 
work reaching a comfortable level, it is time 
we ask ourselves how far we want to grow 
to seriously ‘connect’ this community. By 
creating a hybrid of commercial and non-

commercial entities within our structure, 
we have managed to sustain Supply Chain 
Asia without incurring too high a cost. This 
has involved some big commitment and 
personal sacrifice from some in our key 
support team. 

As we celebrate the closure of the year 
with the Supply Chain Asia Logistics Awards 
2010 in Hong Kong, we remain mindful that 
we need to keep our community structure 
credible and viable. By credible, we want 
to continue to create a non-intrusive, open-
sharing community platform that facilitates 
networking, sharing and learning. By viable, 
we need to ensure we can commercially 
sustain the work of knowledge sharing 
that will lead to exciting new innovation 
and increased productivity within the 
community. 

We expect to do more in 2011, with 
industry-focused training that we plan to 

run in several cities in Asia. The planned 
localisation of our upcoming Certified 
SCMPro (Supply Chain Professional) 
programme will ensure that we continue our 
efforts to reach out to professionals in all 
corners of Asia. Our Publications team will 
be setting up new platforms to share their 
in-depth and high-level editorial content 
next year. Look out for more information 
on this as we go forward. 

Finally, our best wishes to each and 
every one of you readers as we close the 
year and start preparations for 2011.
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Masanori Kikuchi
Specialist Reporter and Writer

A Tokyo-based journalist who contributes 
to several major Japanese magazines and 
newspapers, Kikuchi’s recent books include 
The Secrets to Aeon’s Rapid Growth and 
A History of the Japanese Warring State 
Period. Inside he looks at the implications 
of the internationalisation of Haneda 
airport for Japan’s aviation sector. 
Air Cargo – p16

Catherine Truel
International Trade Analyst

Truel is Founder of International Trade 
Instrument, Europe correspondent of 
Supply Chain Asia magazine and author of 
the Customs Risk volume of the Short Guide 
series from Gower. This issue she looks at 
how rapidly growing Asian economies such 
as China are looking at new labour-related 
opportunities in Africa. 
Developments – p12

Shirish Nadkarni
Specialist Reporter and Writer

Based in Mumbai, Nadkarni is one of 
India’s most respected business writers. 
He has over two decades of experience in 
shipping journalism, of which 17 years were 
as the Indian sub-continent correspondent 
for Lloyd’s List. Inside he looks at plans 
by Indian logistics companies to expand 
overseas and new interest on the part of 
Tata Group in bulk and project logistics. 
Developments – p13

Russel Beron
Analyst and Specialist Writer

Based in Shanghai, Beron is a specialist 
supply chain and logistics analyst and 
writer who has contributed to leading 
industry publications in Asia and beyond. 

Here he discusses China’s investments 
in South America and news of some 
improvements in the domestic China 
logistics market. 
Developments – p12

Richard Brubaker
Professor of Sustainability

Currently visiting professor of sustainability 
at the China Europe International Business 
School, Brubaker discusses the key 
qualities required by leaders taking 
their organisations on the path toward 
sustainable business. He is one of the 
region’s most respected commentators 
on corporate social responsibility and 
sustainable business practices. 
CSr – p28

Sam Chambers
Specialist Reporter and Writer

Chambers is a former east Asia editor of 
Lloyd’s List and co-author of the book 
Oil on Water. He is Supply Chain Asia 
magazine’s China correspondent. This 
issue he reports on the public criticism of 
container lines for breaking rank on keeping 
capacity out of the market by the head of 
Japan’s largest shipping line, NYK.
Maritime – p14

Owen Cleaver
Researcher and Writer

Cleaver has studied and worked in both 
Asia and the US and is currently based 
in Boston. He is an honours graduate of 
Northeastern University’s competitive five-
year International Business and Supply 
Chain Management programme. Inside he 
looks at Hong Kong’s air cargo sector as 
well as the fortunes of Shenzhen 30 years 
after being established as the model region 
for China’s economic reforms. 
HK Special, Air Cargo – p10 +  
Shenzhen p16

Peter Boyce
Security and Business Continuity Leader

Hong Kong-based Boyce is responsible 
for development, implementation and 
management of the global certification 
services of Lloyds Register Quality 
Assurance (LRQA) in the areas of supply 
chain security and business continuity 
management. For Supply Chain Asia 
magazine, he looks at the challenges in 
creating effective global supply chain 
security and argues for ISO 28000 as a 
solution that works for both governments 
and businesses. 
Strategy – p24

Paul Lim
Supply Chain Leader

President of Supply Chain Asia, Lim spends 
his time building new parts to the regional 
community for supply chain professionals 
that he founded as well as deepening 
existing aspects. Based in Singapore, he 
has extensive experience and connections 
in the regional and global supply chain and 
logistics scene. 
President’s Message – p4

Turloch Mooney
Specialist Supply Chain and 
Logistics Editor 

Based in Shanghai, Mooney is a mandarin 
Chinese speaker with more than a decade 
and a half of experience covering the 
international trade, logistics and supply 
chain industry. He holds a Master’s degree 
with specialisation in International Law. 
Inside he looks at the implications  of the 
recently signed Hong Kong/Guangdong 
cooperation agreement for the supply chain 
and logistics sector in Hong Kong. 
HK Special, Market view – p2 + 
Dialogue – p18 + book reviews – p50
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	 	•	 FedEx	 Freight	 and	 FedEx	 National	 LTL	 are	 to	
combine operations in a bid to cut down cost and 
increase operational efficiency. The merger will cost 
between $150m and $200m and will take place 
on January 30, 2011. It will cut 1,700 full-time 
jobs, and close 100 facilities. 

	 	•	 General	 Electric	 announced	 a	 joint	 venture	 deal	
with China-based Harbin Power Equipment Co 
to jointly produce wind turbines for the Chinese 
market. The Chinese government has made clean 
energy, including wind power, a priority. Wind power 
output in China is expected to grow five fold over 
the next decade to 125GW.
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	 	•	 Wal-Mart	made	a	$4.26bn	offer	for	South	African	
retailer Massmart Holdings in a bid to expand into 
the emerging market. Massmart operates 232 
stores	 in	South	Africa,	 and	24	 additional	 stores	
throughout the rest of the continent. Wal-Mart 
currently	operates	in	14	countries	worldwide,	with	
international revenue hitting $100bn last year, 
accounting for 25 percent of total revenue.

	 •	 Essar,	India’s	second	largest	steel	producer,	famous	
for its franchised hypermart distribution model that 
targets small and private businesses, is rumoured 
to be expanding into Africa. Essar has said nearly 
30 percent of its revenue stems from small retail 
outlets.

	 	•	 IATA said current growth in world air cargo volumes 
would slow going into 2011. Air cargo volumes have 
rebounded well since the beginning of the year as 
companies restocked inventories in the aftermath of 
the recession. Normalisation of inventory would bring 
higher air cargo growth levels back to match world trade 
growth	of	around	6	percent,	IATA	said.	

	 	•	 Gartner	said	worldwide	PC	shipments	surpassed	88.3m	
units	in	the	third	quarter	of	2010,	an	increase	of	7.6	
percent from the third quarter of 2009. Asia Pacific 
shipments grew 10.5 percent. The research company 
said demand for PC replacements in the professional 
segment is well under way, “evidenced by continuing 
sequential growth for desk-based PCs from major 
vendors such as Dell, Lenovo and HP.”

eUROPe

	 	•	 The	aircraft	order	tally	of	Airbus	is	on	pace	to	trump	
rival Boeing for the sixth year in a row. As of the end 
of September, Airbus had net orders for 328 aircraft 
to Boeing’s 288. Airbus is on pace to deliver more 
aircraft this year than Boeing, with 500 deliveries 
versus	Boeing’s	465.	

	 	•	 Unilever	made	a	$3.7bn	cash	bid	for	personal	care	
product firm, Alberto Culver. The acquisition would 
add brands such as St. Ives, V05, and TRESemme 
to the Unilever portfolio. Personal care products 
account for about 30 percent of Unilever’s revenue, 
up from 20 percent a decade ago.

In a further move to expand its 
footprint in the energy market, China’s 
state-owned oil giant Sinopec invested 
$7.1bn	for	a	40	percent	stake	in	the	
Brazilian assets of the energy group 
Repsol. The Chinese company is on 
pace this year to beat the $18.9bn it 
spent in 2009 on overseas acquisitions 
and investments.
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SKIL Infrastucture signed an 
agreement to build and operate 
a $151m port at Karanja, 
close to Jawaharlal Nehru Port, 
the busiest container port in 
the country. SKIL raised the 
money for the investment on 
the Alternative Investment 
Market in London. Government 
ports in India are currently 
operating at around 90 percent 
of capacity, compared with a 
global average of 70 percent. 

Global Logistics Properties, owned 
by the Government of Singapore 
Investment Corp, is scheduled to offer 
Singapore’s largest IPO in 17 years. 
GLP, which owns various logistics 
assets throughout Asia, is expected 
to bring in $2.7bn through the sale of 
1.173bn shares.

PT Sinar Mas Agro Resources 
& Technology, an Indonesia- 
based palm oil exporter, 
is being boycotted by an 
i nc r eas ing  numbe r  o f 
companies. Burger King, 
Nestle, Kraft, Unilever and 
General Mills are among 
those boycotting the company 
fo l lowing repor ts  f rom 
Greenpeace that  it is involved 
in deforestation practices. 
Sinar Mas is accused of 
cutting down millions of acres 
of peat lands and rainforests 
to cultivate its cash crop.

iNdONeSia

	 	•	 China will displace Germany in 2011 to become the 
world’s third largest pharmaceutical market, lagging 
behind only the US and Japan, according to pharma 
intelligence group IMS Health. The Chinese pharma 
market is predicted to grow by a further 25 to 27 
percent in 2011 to a total value of $50bn.

	 	•	 Mapletree announced the opening of a new Airport 
Logistics	Park	in	Tianjin.	The	4.8ha	park,	located	
within the Tianjin Airport International Logistics 
Zone, offers 58,000sq m of warehousing and 
service office space for logistics and distribution 
into North China. The Park is Mapletree’s second 
logistics facility in Tianjin.

The Hong Kong Liner Shipping 
Association said thirteen 
members had signed up so 
far to the Fair Winds Charter, 
a voluntary initiative under 
which vessels at berth convert 
to low-sulphur fuel in auxiliary 
generators that power shipboard 
electrical systems. Agreeing to 
the initiative would potentially 
cost lines between $1m and 
$2m per year, the association 
said. 

hONg KONg

	 	•	 China	 halted	 export	 of	 ‘rare	 earth	 metals’	
to Japan in September. Japan is the largest 
importer of the metals, which are used in the 
manufacture of high-tech devices such as LCD 
screens and motors. China is the world’s largest 
exporter of the metals, producing 97 percent 
of total global output. 

	 	•	 Nintendo	 said	 its	much-anticipated	 glasses-	
free, 3-D handheld game console, the 3DS, 
would be delayed due to supply issues. The 
delay would cause the 3DS to miss the critical 
holiday season, which typically accounts for 
around 20 percent of annual retail sales.

Toll Royal Railway, the company 
that won the contract to operate 
the Cambodia railway system, 
declared the line between Phnom 
Penh and Touk Meas open 
for business. The line is to be 
extended to the Sihanoukville 
container port by May 2011. “This 
line is set to provide a valuable 
link to businesses throughout 
Cambodia, as well as linking 
up the country with the rest of 
Southeast Asia,” said Wayne 
Hunt, CEO and president of Toll’s 
Global Logistics Division.
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Logistics efficiency in China is 
improving although problems with 
the management of logistics in 
the country mean costs are still 
significantly higher than in developed 
markets, according to the secretary 
general of the China Communications 
& Transportation Association. 

Logistics costs as a percentage 
of GDP are currently around 18 
percent, compared with 9 to 10 
percent in the US. The difference 
in the economic structure of the two 
countries, particularly the difference 
in the proportion of contribution of 
the service industry to the economy, 
accounts for some of the gap, said 
Suo Husheng. 

“The current industrial pattern 
in China which sees a large number 
of very big infrastructure projects 
underway is also a factor in the size 
of the gap,” said Suo. 

Separately, a new report from 
KPMG titled, Fast Forward: What’s 
next for China’s logistics sector, shows 
that while efficiency and costs remain 
relatively unchanged, the regulatory 
framework for logistics appears to be 
improving.

A key development in regulation was 
the creation of a Ministry of Transport 
in 2008 through the reorganisation and 
integration of a number of transport-
related government bodies. The effect of 
this is to make it easier for companies in 
the sector to operate, the report said. 

Preferential tax policies have 
also changed as of 2008, with a 
uniform corporate income tax rate 
designed to help level the playing 
field between foreign and domestic 
companies.     

Efficiency and 
regulatory environment 
for logistics in China 
may be improving 

China invests big in South america, new 
opportunities emerge in africa

By Russel Beron and 
Catherine Truel

China is pouring money into infrastructure 
projects such as ports and railways, steel 
mills, agriculture and mines throughout 
South America, as it searches for resources 
to fuel its economic growth. 

China’s latest investment is in Brazil’s 
Superporto do Acu, a $2.2bn port and 
industrial complex being erected on the 
Rio coastline. It is the largest industrial 
port complex of its type in the world and 
guarantees China access to important natural 
resources. When Acu opens in 2012, its 
10-berth pier will host global cargo vessels.

In July this year, China gave Venezuela 
the	first	$4bn	of	a	$20bn	line	of	credit,	to	
fund power, agriculture and infrastructure 
projects. In April, state-owned China 
National Petroleum Corporation agreed to 
pay $900m to gain access to oil deposits in 
Venezuela’s eastern Orinoco region. 

Peru	 also	 received	 $1.4bn,	 as	 an	
investment into the country’s mines. Also 
this year, China and Argentina tentatively 
agreed on contracts for railway projects 
worth $10bn, when Argentine president 
Cristina Kirchner visited Beijing in July. 
China is competing with other foreign 
infrastructure developers such as French 
engineering giant, Alstom, which is 
interested in building rail infrastructure in 
Brazil and Argentina. 

Much of China’s investment in South 
America is concentrated in Brazil, which 
has vast natural resources, especially steel. 
A $5bn joint venture between Brazilian 
logistics firm LLX and China’s Wuhan 
Iron and Steel will soon begin producing 
steel. Recently, China’s Sinopec paid a 
huge	premium	to	buy	a	40	percent	stake	
in oil giant Repsol for $7.1bn. This is 
China’s second largest overseas acquisition. 
Brazilian mining giant Vale also recently 
announced plans to borrow about $1.2bn 

from China to finance the construction of 
ships to transport minerals to China.

Africa, meanwhile, continues to be a 
major target for investment from China and 
other Asian nations. While oil and minerals 
represent the bulk of African exports to 
Asia, new opportunities are emerging for 
African companies to process these natural 
resources and supply finished goods to the 
region. Further, Africa’s labour capacity 
has caught the attention of Chinese and 
Indian firms who are increasingly investing 
across the continent to produce goods for 
export such as apparels, machinery and 
telecommunications equipment.

The new trade pattern is already having 
an impact on infrastructure. Much of 
Africa’s existing infrastructure is designed 
to support trade flows with former colonial 
powers in the EU with large port facilities 
in the north African countries of Morocco, 
Algeria and Tunisia. Outside of South Africa, 
the continent’s infrastructure is struggling 
to accommodate the sudden increase and 
new direction of trade. 

Some governments are responding with 
projects to modernise infrastructure and 
new investment and expertise is coming 
from large international port and shipping 
players. 

Institutional and regulatory reforms are 
also taking place. Regulations on the status 
and operation of port facilities are being 
introduced to develop efficiencies, while 
trade policies such as trade agreements and 
market access are being reviewed as well 
as tariff escalation and non-tariff barriers 
impeding trade. 

At the business level, countries are 
introducing legislation to ensure domestic 
products meet international technical 
standards to get access to global markets. 
Crossing borders is still difficult and coun-
tries are working on simplifying customs 
procedures, improving trade facilitation and 
reducing transaction costs.     
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By Shirish Nadkarni

The boom in the Indian logistics market is 
inducing the country’s top operators to look 
overseas for business expansion. Logistics 
companies in China, the US, Europe and 
southeast Asia are being eyed as targets 
for strategic acquisition by Indian players 
such as Allcargo Global, Aqua Logistics and 
Future Supply Chains, the logistics arm of 
the Future Group.

Rapid industrial growth as well as good 
progress in the agriculture sector have 
set the Indian logistics sector on a strong 
growth trajectory.

Shashi Kiran Shetty’s Allcargo Logistics, 
which	bought	out	ECU	Lines	in	2006,	is	

india logistics players eye 
overseas buyouts

actively searching for an acquisition target 
in China after raising $21.8m through 
qualified institutional placement (QIP) to 
fund expansion. 

“The QIP proceeds will be employed for 
buying companies in China, India and the 
US,” said Shetty. “There are strategic and 
tactical reasons for the selection of these 
geographies for acquisitions.”

Aqua Logistics, meanwhile, is mulling 
over raising $70m for acquisitions in six 
new regions. The company wants to be 
a major player in coal, power and heavy 
engineering product transportation.

“We are looking at two companies 
in Indonesia for coal transportation; and 
for liquid cargo movement, we have our 

eyes on two companies in Thailand, one 
in Singapore and one in Vietnam,” said 
company vice chairman MS Sayed.

The logistics arm of Kishore Biyani’s 
Future Group said it was open for inorganic 
growth in the area of international logistics, 
a relatively new business for the company. 
Anshuman Singh, managing director and 
CEO of Future Supply Chains, said the 
company already had an office in China, 
and was looking at markets like Thailand, 
Malaysia and Turkey.

Acquisition of logistics companies 
in India by foreign logistics players is, 
meanwhile, a continuing trend. In March, 
NYK Holdings, a wholly owned subsidiary 
of	NYK,	acquired	a	26	percent	equity	stake	
in TM International Logistics, the steel-
related logistics arm of Tata Steel. In May, 
Hitachi Transport System of Japan, a unit of 
Hitachi, acquired Flyjac Logistics, a leading 
domestic logistics player in India.     

By Shirish Nadkarni

Tata-DIESL (Drive India Enterprise 
Solutions Ltd), the logistics arm of the 
Tata industrial group, has decided to enter 
the business of project cargo logistics and 
bulk cargo transportation. It plans to set up 
nine hubs across the country and to invest 
$21.8m in technology upgradation.

“With massive investment expected 
in the infrastructure sector such as power 
plants, the demand for project cargo, 
including over-dimensional cargo will be 
huge,” said Tata-DIESL’s chief executive 
officer Ajay Chopra.

“We would like to provide end-to-end 
solutions for clients who want to transport 
their project cargo. The Tata Group itself 
will be a large customer for us, but we 
will also tap non-Tata group clients as 80 
percent of our current clientele comes from 

Tata plans foray into project, bulk cargo

outside the Tata fold. We are ready, and 
will announce tie-ups in the next couple 
of months.”

Chopra said the nine hubs would be set 
up in two phases, with a hub-and-spoke 
structure in which the central distribution 
facility would be connected with existing 
facilities in the network. Three of these 
hubs would come up in south India, 
including one on the northern outskirts of 
Chennai and another at Oragadam on the 
southern outskirts of the city to mainly 
serve the automotive sector.

Tata-DIESL recently launched three 
products that deal with warehousing, 
distribution management systems and 
route planning, and a product that takes 
care of the import and export part of the 
business.

While investment in the Indian 
infrastructure sector is expected to be 

around $200bn in the next couple of 
years, the demand for project cargo 
logistics could be $10-15bn, according to 
estimates from various private and public 
sector sources. 

There are presently only a handful of 
players in the segment, like Lift-n-Shift 
and Master Voss International Projects, a 
joint venture between the Mumbai-based 
Master Marine group and Germany’s noted 
project cargo operator Voss.

As a partner for Tata Realty Infrastructure 
Ltd (TRIL) to develop logistics parks across 
the country, Tata-DIESL can also offer its 
services to TRIL for project cargo.

Tata	DIESL	has	176	 	warehouses	 in	
India. The company provides customers 
including Voltas, Bharti, Colgate, Philips 
and ITC Foods services such as logistics, 
transportation, warehousing, distribution 
and last-mile fulfilment, freight forwarding 
and customs clearance, kitting and 
packaging. It has clients in the automobile, 
telecoms, lubricants, FMCG, retail and 
direct-to-home sectors.     
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By Sam Chambers

The president of Nippon 
Yusen Kaisha (NYK) warned 
his container line peers at 
the beginning of October that 
the industry is not yet out 
of the woods. Yasumi Kudo, 
speaking on the occasion of his 
firm’s 125th anniversary, took a 
subtle swipe at certain carriers 
that have rushed to throw too 
much capacity back into the 
still fragile container shipping 
sector. 

“ A s  u s u a l ,  s o m e 
conta inersh ip operators 
have been quick to explore 
the possibility of expanding 
shipping capacity at a pace 
faster than the recovery of 

cargo traffic,” Kudo said. 
“Another cause for concern 

is an unexpectedly slow recovery 
in European and US cargo 
traffic,” he added. 

Looking ahead, Kudo 
doubted whether the industry 
as a whole could be relied to 
act maturely come another 
downturn. 

 “Whether or not the 
containership business can be 
transformed into a sustainable 
business model will depend 
on containership operators 
voluntarily choosing to lay up 
ships according to shipping 
capacity, during the next slack 
season,” he said. “The problem, 
however, is that even if all 
operators resort to ship lay-up 

during the next slack season, 
it may not be truly possible to 
expect such a measure on a 
permanent basis.”

Worst deficits in history
Kudo said that the downturn 
following the collapse of 
Lehman Brothers had triggered 
the worst deficits in NYK’s 
history. “By stark contrast,” 
he revealed, “we are now 
certain to end the first half 
of the current fiscal year with 
sufficient profits.”

Kudo’s caution on the box 
trade has been backed up 
by recent statistics released 
by French container analysts 
A lpha l ine r.  The  g rowth 
in the effective supply of 
containerships has reached 
19 percent so far this year, as 
deliveries of new vessels added 
1.15m teu of new capacity 
and a further 1.28m teu of 
idle tonnage has rejoined the 
active fleet.

Slower demand growth in 
the second half will bring the 
full year global throughput 
growth to about 12 percent, 
Alphaliner said in its most 
recent report. The demand 
growth forecast for 2011 is 
expected to fall to between 
6	 and	 8	 percent,	 as	 several	
factors contributing to the high 
growth rate in 2010 will no 
longer be present.

extra slow steaming
The further adoption of extra 
slow steaming will be limited 
in 2011 as most long-haul 
services that could be slowed 
down have already adopted 
slower speeds. The boost to 
trade volumes provided by 
the restocking of depleted 
inventories in the US and 

Europe since late last year 
has largely ended as inventory 
levels are back to pre-crisis 
levels. Also, the strong intra-
Asia volumes driven primarily 
by trade between China and 
southeast Asia will likely grow 
at a more moderate pace in 
2011, after the one-time 
boost  from the formation of 
the ASEAN-China Free Trade 
Area in January this year.

Against the slowing trade 
growth, supply growth is 
expected	to	reach	9.6	percent	
next year, which could see a 
re-emergence of excess supply 
in 2011. 

While there are currently 
about 225,000 teu-worth of 
container ships sitting idle, this 
figure	could	hit	600,000	–	1m	
teu by the end of the year, 
Alphaliner warned. This means 
that the idle fleet could more 
than quadruple.

“However, the decline of 
the containership fleet looks 
certain to be reversed in the 
next few weeks as seasonal 
volume reductions are due, 
especially on the Asia-Europe 
trade where some ten percent 
of the ships currently deployed 
could be removed,” warns 
Alphaliner.

The CEO of Maersk Line, 
the largest Asia-Europe player, 
corroborated this view. Maersk 
is planning to slash active 
capacity	 in	 Q4,	 because,	
“There will be simply too much 
capacity in the market, so our 
response will be to take out 
some capacity from the start of 
October,” said Eivind Kolding. 

Prepare for more pictures 
of idle ships surrounding hubs 
like Singapore, similar to what 
we saw in the aftermath of the 
recent crisis.     

NYK president swipes at 
container peers

Yasumi Kudo says the spectre of capacity oversupply is looming in a 
still fragile market
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haneda 
expansion 
brings 
more heat 
to Japan’s 
aviation 
market

By Masanori Kikuchi

Competition for air cargo and 
passenger traffic among Japan’s 
major airports is expected to 
heat up significantly with the 
internationalisation of domestic 
f l ight hub Haneda near 
central Tokyo. The expansion 
includes construction of a 
fourth 2,500-metre runway 
and effectively means a second 
international airport serving 

40	scheduled	inter-continental	
round-trip fl ights in the 
overnight time frame, and 
an	 additional	 40	 scheduled	
international round-trip flights 
to destinations in Asia in each 
24-hour	period.	

Malaysia’s Air Asia, which 
is applying the low cost model 
to cargo, said it would start 
thrice-weekly flights between 
Kuala Lumpur and Haneda in 
December. The lowest one-way 
ticket price of the new service 
will	 be	 14,000	 yen	 ($166),	
around half the current average 
charged by major airlines. 
The service will be the first 
scheduled international low 
cost carrier (LCC) flight for 
Haneda.

Narita International Airport 
Co said it would discount landing 
fees for new international and 
domestic routes next year in 

a bid to attract more low cost 
carriers to the newly expanded 
airport. Japan’s second busiest 
airport, Kansai International, 
located in the western part of 
the country, plans to extend an 
existing landing fee discount 
scheme beyond the Spring 
when it was originally due to 
finish. The scheme is also 
aimed at attracting LCCs. 

Japan ’s  a i rpo r t s  a re 
consistently criticised by various 
international and domestic 
groups for charging landing 
fees well above world averages. 
Landing fees at Narita and 
Kansai are about twice those of 
Shanghai, Hong Kong, Incheon 
(Seoul), Taipei and Changi 
(Singapore). Aviation industry 
commentators say the higher 
charges lead to lower cargo and 
passenger volumes. 

Japan’s airlines are starting 
to respond to what many see as 
an inevitable approaching era 
of low cost flight in the region. 
All Nippon Airways (ANA), 
Japan’s second largest airline 
and traditionally focused on 
domestic operations, said it 
will launch an LCC company by 
the end of the year which will 
start domestic and Asia flights 
in the latter half of ANA’s next 
fiscal year (April 2011 to March 
2012). The new carrier will use 
Kansai as its hub. 

ANA racked up a loss of 
$60m	 in	 the	 three	 months	
ended June 2010. 

Embattled flagship Japan 
Airlines (JAL), which is under 
a court-led rehabilitation, has 
submitted a rehab plan that 
includes the establishment of 
its own LCC to help get it to 
profitability.     

the capital, albeit with some 
considerable restrictions.

Apart from flights to and 
from Taiwan and chartered 
flights to other east Asian 
countries, there have been no 
scheduled international flights 
at Haneda since the opening 
of Narita International Airport 
in 1978. 

It takes less time to travel 
between Haneda and central 
Tokyo than it does between 
Narita and the city centre. 
However, due to concerns 
over traffic congestion, inter-
continental flights at Haneda 
are restricted to night time only. 
Major European carriers such 
as Air France and Lufthansa 
said restricting the majority 
of inter-continental traffic to 
between 11pm and 7am is 
‘unrealistic’. 

Haneda is being allotted 

Haneda has a fourth 2,500-metre runaway
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Metro is an award winning leader in fMCg supply chains in China. its direct sourcing programme for 
agro-products has trained more than 11,700 farmers and is a central plank in the group's competitive 
strategy in the market. it also boosts income levels and development in rural areas. Turloch Mooney 
talks with denny Yang, Metro China’s head of  supply chain management and logistics

Could you provide us with an overview of Metro’s 
operations in Mainland China?
Metro’s first China store opened in Shanghai in 
1996.	There	are	now	45	Metro	stores	in	the	market	
with average net sales area of around 8,000sq m. 
The stores are distributed mostly in first and second 
tier cities, and mostly in the Yangtze and Pearl River 
Deltas and Bohai Bay region. 

Who are your major customers? 
As the largest cash & carry wholesaler in the world, 
we are dedicated to professional HoReCa customers 
–	hotels,	 restaurants,	canteens	–	as	well	as	other	
traders and service companies. 

roughly what percentage of stock in your outlets 
is imported, and what percentage comes from 
within China? 
We have a lot of high quality imported foods, such 
as wines, spirits, chocolates, biscuits, fish, meats, 
and so on. But the majority of our merchandise is 
sourced from within China. About 90 percent of the 
products we offer are locally sourced and ten percent 
are imported. 

The trailblazer

“Metro Group established Star Farm, a consultancy company that works 
directly with producers to train farmers and source safe, quality agro-products 
for domestic and export markets. Star Farm accompanies the whole process 
from field to fork and ensures high food quality, safety, and traceability along 
the entire value chain.”
Denny Yang, head of supply chain management and logistics

roughly what volumes of perishable produce are 
you moving on an annual basis, and from where 
do you source this produce? 
About 180,000 tons per year. Apart from some 
imported items such as salmon or beef from Norway 
and Australia, most of our perishable produce is 
sourced from local suppliers. 

Could you give us an overview of how you manage 
to build, operate and maintain an efficient and 
high quality cold chain system in China? 
Metro has a leading position in cold chain in China. 
This comes from the German ‘tradition’ within the 
company and the strategy in China to uphold rigid 
standards of quality, hygiene and food safety. We 
have a detailed and strict SOP (standard operating 
procedure) regarding temperature control throughout 
the perishable goods supply chain, covering frozen, 
chilled and fresh goods that require different 
temperature control ranges. The system applies 
to	 the	 entire	 supply	 chain	 –	 from	 supplier	 side	
warehousing and transportation to DC receipt and 
storage, distribution to store; storage and sales in 
store, and final distribution from store to customer. 

The real challenge is implementing the SOP 
strictly in China. You have to insist on your 
requirements, not only with your employees, but 
also with outside partners, including suppliers and 
3PLs. You need to work with partners to implement 
standards that are clearly higher than the general 
market standard and more expensive to implement 
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than other logistics operations. At the end of day, 
you have to pay for it. We wouldn’t pay for it if we 
didn’t believe it brings value to our company and 
customers. 

Metro’s cold chain operation standards have been 
widely accepted by our suppliers and are increasingly 
recognised by our customers and the market. It is 
now possible to outsource our cold chain logistics 
operation to the right logistics companies that can 
help us maintain a high quality and efficient cold 
chain system in China. 

Could you give some detail of how direct sourcing 
from farmers assists in maintaining the integrity of 
the cold chain. How does it help farmers? 
Direct sourcing means we can ensure the logistics 
operations of perishable goods are conducted with 
correct temperature control. Direct sourcing also 
eliminates ‘middle men’ and shortens lead-times. 
Fewer handovers and shorter lead-times mean it 
is easier to maintain temperature integrity. Finally, 
dealing direct with producers means we can provide 
training and consulting services that help assure 
correct understanding and execution of cold chain 
logistics operations.

In 2007, Metro Group established Star Farm, 
a consultancy company that works directly with 
producers to train farmers and source safe, quality 
agro-products for domestic and export markets. Star 
Farm accompanies the whole process from field 
to fork and ensures high food quality, safety, and 
traceability along the entire value chain. So far, Star 
Farm has trained more than 11,700 farmers, and 
there are more than 1,200 Star Farm articles for sale 
on shelves in Metro stores. With direct sourcing and 
help from Star Farm, farmers can sell more products, 
increase their income, and benefit from global quality 
and food safety standards.

Generally speaking, what key short and mid-term 
developments can we expect in the cold chain 
sector in China, from both government and the 
private sector? 
We believe we will see a sustainable and long-term 
development of the cold chain sector. However, we 
are not sure if, within the short term, government 
will take action to integrate cold chain standards and 
enforce those standards by regulation and law. We 
expect an increasing awareness about food safety on 
the part of consumers, which will drive development 
in the sector.

What expansion plans are there in store for 
Metro in China? Which areas of the country are 
of particular interest to you? 
China is a crucial strategic market for Metro. We will 
continue to invest and grow in China in the coming 
years. The Yangtze River Delta, Pearl River Delta, 
and Bohai Bay regions are the three key areas of 
expansion for us, and we will intensify our presence 
in these areas with more new stores.

How will your supply chain need to be adjusted 
to support the expansion/business development 
plans of Metro in the market? 
Our supply chain is well prepared for Metro’s 
business expansion in China. We have been building 
our logistics network for both ambient goods and cold 
chain. With strong support and good cooperation 
from our 3PL and supplier partners, we have 
significantly improved the volume and efficiency 
of our logistics operations, as well as our logistics 
service quality, costs and network coverage. In the 
coming years, we expect to build more logistics 
hubs to better support Metro’s expansion and local 
sourcing in different parts of the country. 

What parts of your supply chain and logistics 
operations do you outsource and what parts do 
you run in-house? 
We basically outsource our outside store logistics 
operations, including cross-docking, transportation/
distribution, warehousing, and so on. We have 
close cooperation and communication with our 3PL 
partners to assure effective and efficient logistics 
operations. 

Logistics operations are a very important part of 
our supply chain but it is not everything. To achieve 
supply chain excellence, we also need to build 
up cross-functional alignment with supply chain 
partners to deliver high efficiency and optimisation 
of ordering, inventory management, in-store logistics, 
and supplier collaboration. 

In Metro China we are glad to say that supply 
chain management is now something more than 
simply logistics. We recently won a Golden Award 
at the 2009 ECR China Award for cooperation with 
P&G, Unilever, Coca-Cola and Colgate to improve 
order fulfillment. This year, we won a Platinum 
Award for a new integrated information flow process 
to enhance order processing and master data 
synchronisation with P&G, Johnson & Johnson, and 
Colgate.    

“You need to 
work with partners 
to implement 
standards that are 
clearly higher than 
the general market 
standard and 
more expensive to 
implement than 
other logistics 
operations. At the 
end of  day, you 
have to pay for 
it.”
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By Peter Boyce

The world needs secure supply 
chains. Counterfeiting, smuggling, 
theft, corruption, contamination 

and terrorism all present very real risks to 
the stability of global trade and, in turn, 
the well-being of the wider communities 
we live and work in. 

The challenges to achieving supply 
chain security are considerable and it’s an issue recognised by most 
governments. Today, the World Customs Organisation (WCO) ‘SAFE’ 
Framework	of	Standards	–	that	sets	out	to	‘establish,	enable	and	
enhance integrated and robust international supply chain security’ 
–	has	received	pledges	of	support	from	more	than	90	percent	of	
WCO’s 175 member countries.

In itself, SAFE is a solid, well-crafted framework that has, at its 
heart, a set of guidelines for the establishment of an internationally 
recognised ‘secure trader’ or ‘Authorised Economic Operator’ (AEO) 
standard. The AEO defines 13 criteria that, when read in context, 
establish a solid guidance for security objectives. It is also here, 
within the 13 criteria, where we find the fundamental weakness 
of the framework. 

A world of uncertainty
To date, none of the member countries that have introduced or are 
in the process of developing an AEO or an equivalent scheme has 
thus far met the 13 security and operational criteria required by 
the WCO SAFE for AEO. Of the countries that have implemented 
an interpreted version of the WCO SAFE AEO, all but one (Taiwan) 
have imposed requirements that are prescriptive and that are not 
risk-based or focused on the user’s business security needs. In all, 

Is there 
international 
security?
Achieving effective global supply chain security is a 
task fraught with challenge. Adoption of  national-
level regulations by customs authorities is causing 
growing problems of  mutual recognition and 
spreading uncertainty amongst the millions of  SMEs 
that sit at the heart of  the global supply chain

“Many customs departments are heavily focused 
on the prevention of  terrorism, which in today’s 
society warrants attention, but it is very rare for 
commercial and business issues to be brought into 
this equation. Admittedly, the 9/11, London and 
Madrid global terrorism focus did not specifically 
target the average ‘supply chain’ operator but 
businesses were still affected in some way or other. 
The fact that customs barely discuss the security 
issues that affect the international trading community 
shows the gulf  between the supply chain security 
objectives of  governments and the actual everyday 
commercial needs of  businesses.”

this has resulted in delays in implementing the WCO AEO initiative 
and has caused concern to supply chain businesses.

Furthermore, there is an inclination by national governments 
to stamp their individual national interpretation on the WCO 
SAFE AEO scheme. The resulting national AEO schemes are 
not comparable and, accordingly, are counter-productive to the 
development of an effective international AEO scheme. The 
majority of those affected are SMEs and many businesses are 
faced with the quandary of which scheme to apply. Where mutual 
recognition does not exist, or the mutual recognition is qualified (as 
is the case in most situations) they may be required to implement 
a number of schemes, depending on where their supply chains 
lead to.

Another specific requirement under SAFE is that the AEO 
process is validated by a third-party. Again, this is not occurring 
in all cases. 

The next government-produced obstacle to widespread 
adoption of AEO is the prescriptive requirements imposed by 
customs, in checklist fashion, regardless of the size of a business, 
its location or operational needs. Many customs programmes have 
interpreted SAFE as being a non-flexible set of requirements 
with	 a	 ‘one–size–fits–all’	 outcome.	 This	 overlooks	 the	 opening	
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paragraph of the WCO AEO guidance, which specifically states 
that the requirements should be selected - and indeed applied - 
based on risk.

For example, most AEO schemes specify that the businesses 
adopting the scheme should conduct a security risk assessment 
(SRA). There is no mention that the selection and use of the 
specified security requirements outlined in the national or regional 
AEO should be based on, or address, the security risk identified 
through the SRA process and focus on the requirements of the 
business user. This is in stark contrast to good business practice 
and contrary to the principles of risk management.

Gulf of needs
Many customs departments are heavily focused on the prevention 
of terrorism, which in today’s society warrants attention, but it is 
very rare for commercial and business issues to be brought into 
this equation. Admittedly, the 9/11, London and Madrid global 
terrorism focus did not specifically target the average ‘supply chain’ 
operator but businesses were still affected in some way or other. 
The fact that customs barely discuss the security issues that affect 
the international trading community shows the gulf between the 
supply chain security objectives of governments and the actual 
everyday commercial needs of businesses.

A different concern is that different government departments, 
even within a single jurisdiction, are developing separate and at 
times different security programmes and calling them ‘supply 
chain security’ schemes. In the food and drug arena both the EU 
and US are developing or have put in place ‘supply chain security’ 
programmes. The global chemical industry also has ‘supply chain 
security’ programmes across different jurisdictions. 

All of these differ - and are often not consistent - with the WCO 
AEO, which in turn poses an additional challenge to business. What 
mandatory schemes must a business comply with to remain legally 
compliant and what voluntary schemes should a business comply 
with to remain commercially competitive? The ever-growing range 
of security schemes just brings uncertainty to SMEs.

Another challenge for government is the ever-growing set of 
complex ‘Rules of Origin’ requirements that attempt to verify 
details of consignor and location of origin. For example, one of 
the Rules of Origin requirements sets out to establish that ‘Happy 
Hats of Hainan’ exists, produces hats, is a legitimate business and 
is located in Hainan. Currently there is no universal mechanism 
for confirming these requirements.

A solid solution
There	 is	 a	 very	 good	 solution,	 in	 the	 guise	 of	 ISO	 28000	 –	
Security Management Systems for the Supply Chain. ISO 28000 
(28K) defines a best practice methodology for managing supply 
chain security needs. Under 28K, there are three over-arching 
requirements for establishing the business security management 
system. 

1) Legal and statutory conformance and compliance with 
regulatory standards to which the organisation subscribes. 

2) Identify, analyse and evaluate the security risk for the 
organisation. 

3) Manage the security risks.

The WCO and ISO standards working as one allow for a 
performance-focused, results-driven outcome that, when applied 
correctly, addresses the requirements of the national customs 
departments, but, at the same time, are user-defined and flexible 
enough to encourage the proactive participation of all business, 
including SMEs.

The importance of certification and verification 
Certification of a supply chain security management system 
provides an independent demonstration that the supply chain 
security management system of the organisation:
•	 conforms	to	specified	requirements
•	 is	 capable	 of	 consistently	 achieving	 its	 stated	 policy	 and	

objectives
•	 is	effectively	implemented

The WCO SAFE clearly states that it is mandatory for a customs 
AEO scheme to employ a validation or quality accreditation 
(authorisation) process. Additionally, the WCO SAFE states that 
although the national customs departments retain authority for 
accrediting an AEO, independent third party validators may be 
used to perform the assessments. 

Certification of a supply chain security management system 
provides value to the organisation, its customers and interested 
parties, including regulators.

Use of third party validators should not inhibit mutual 
recognition between customs administrations. Registered, 
competent and accredited certification bodies (CB) are professional 
auditing organisations highly experienced in the evaluation of 
performance processes. CBs are required to meet specific audit 
and internal management guidelines (ISO 17021 &  ISO 19011) 
and should be ‘accredited’ after having been audited against 
the relevant ISO. With ISO 28000, there are additional internal 
security and security competency requirements specified in ISO 
28003

But not all accreditation is equal. Customs authorities should 
not rely on CB ‘accreditation’ and should audit and licence 
‘Approved AEO Validators’ as well as monitor ongoing performance. 
Certification Bodies assessing ISO 28000-based systems 
(including those with AEO requirements) are required to conduct 
audits in two stages and continue to confirm performance through 
periodic surveillance (ISO 28003).

The two-part audit process ensures that organisations first 
accurately identify security-related risks to their operations and 
to that part of the supply chain for which they are responsible, 
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and then manage those risks consistent with their operational 
objectives and legal/regulatory requirements.

It is essential that any certification body delivering services in 
respect to third party audit of an AEO using ISO 28000 is assessed 
against ISO 28003 as a suitable service provider in respect to AEO/
ISO 28000 certification.

Critical requirements include but are not limited to the CB 
having documented processes and procedures for:
•	 guidelines	 for	 assessment	 of	 the	 security	 management	

systems
•	 service	 delivery	 guidelines,	 including	 internal	 quality	 and	

performance suitable for multinational delivery
•	 internal	security
	 –	 identification	 and	management	 of	 risks	 associated	with	

service delivery
	 –	 staff	security	clearance	and	identification
	 –	 information	security	and	integrity	
•	 assessor	training	and	competency
•	 internal	audit	and	improvement

The benefits of utilising third party auditing include customs 
authorities realising measurable resource and cost benefits by 
auditing and managing a relatively small number of certification 
bodies, as opposed to thousands of businesses. AEO businesses 
are not mandated to apply potentially costly security measures 
unless the risk-based need exists.

Customs authorities will benefit from creating the assurance 
that the approved certificates from other counties have been issued 
to the same standards and requirements. This can be achieved 
by ensuring that the certification bodies in those other countries 
have been selected and approved using the same selection and 
management criteria, with international accreditation being the 
first requirement.

Maintaining security
An advantage for customs and businesses of having an AEO 
programme managed and certified under ISO 28000 is that under 
certification requirements there is an ongoing surveillance process 
over	the	three-year	life	of	a	certificate	–	that	avoids	the	three-year	
fix and forget cycle evident in some programmes.

For ISO 28000, surveillance confirms that:

•	 the	client	has	updated	their	SRA	in	accordance	with	their	plan	
and their statement of frequency reflects any major security 
incident or changes to threats, vulnerabilities and assets, or 
operational and environmental variations.

•	 the	risk	treatment	plan	is	reviewed	for	progress	with	actions,	
and that security incidents are managed effectively.

•	 management	 review	 includes	 consideration	 of	 performance	
measurements and continuous improvement opportunities.

In addition to the requirements specified, appropriate attention 
is focused on operational controls and that they are fit for purpose 
and meet the control measure objectives, i.e. what is the purpose 
of the access control system allowing and/or denying access and 
egress to persons with differing access rights?

The multiple benefits of a risk-based approach
There are no negative implications in having a globally consistent 
AEO model that is managed through ISO 28000. Businesses 
benefit by applying a risk-based approach to identifying and 
addressing their security issues. Such an approach removes the 
costly minimum requirements prescribed under some present 
customs schemes and reduces duplication and uncertainty. In 
doing so, it offers confidence to the business community to actively 
participate in establishing internationally recognised security 
across a supply network.

Customs departments benefit by reducing their exposure to cost 
and resource extravagances by managing the quality of the global 
AEO schemes through a focus on the delivery of the performance 
auditing activities. It also allows customs departments to focus 
on the management of risk-based targeted inspection processes, 
regulatory compliance and revenue collection, thus leaving the 
performance auditing activities within the hands of organisations 
with a demonstrated competency. And it establishes a global 
mechanism for addressing a major issue under Rules of Origin. 

The WCO SAFE is dependent upon the strengthening of 
customs/business	cooperation	and	161	member	countries	have	
committed to achieving the SAFE Framework. Yet, at the moment, 
there appears to be different sets of security standards and 
businesses seem to be expected to conform to them all. There 
appears to be a notable lack of cooperation or even understanding 
by customs authorities as to the plight of businesses, especially in 
the	SME	sector	–	the	engine	room	of	the	supply	chain.	

ISO 28000 security management systems for the supply chain 
alongside WCO SAFE is clearly the practical and workable answer. 
The question is: why are the current frameworks so fragmented 
and complicated when a clear, international answer exists - that 
offers resource and cost saving opportunities for both government 
and business?     

Peter Boyce is the Hong Kong-based senior business manager of 
security management systems with LRQA Asia

“The WCO Rules of  Origin scheme sets out 
to establish that ‘Happy Hats of  Hainan’ exists, 
produces hats, is a legitimate business and is located 
in Hainan. Currently there is no universal mechanism 
for confirming these requirements.”
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By Richard Brubaker

Being the  l eade r  o f  an 
organisation, regardless of 
size or profitability, isn’t easy. 

It is a role that requires a combination 
of knowledge and experience - to 
know how to overcome the immediate 
challenges presented; to foresee the 
large-scale changes that will offer 

opportunities (or negative impacts); to make the decisions that 
will guide the organisation through regulatory changes, shifting 
consumer habits or economic cycles. 

Or to guide the organisation when all of these things are 
required at the same time, like in 2008, when the perfect storm 
of economic, environmental and societal pressures all came 
to bear on organisations. At that time, organisations that were 
once able to focus without too much external pressure on their 
mission of returning profits for shareholders were thrown into the 
middle of what were believed to be unique conditions that would 

force them to retool structure, processes, products, and people. 
In retrospect we are coming to understand that the conditions 
were not unique and are indeed increasingly becoming the norm 
–		conditions	where	the	constraints	of	the	company,	the	economy,	
and the environment are aligning in new order.

Areas for retooling
When speaking about the issues of sustainability that 
leaders must now focus on there are potentially hundreds of 
industry specific challenges to be noted. In simplest form, 
these challenges fall into three broad categories: economic, 
environmental, and societal.

Since the first commercial business opened its doors, 
the primary focus of organisations and leaders has been 
on economic sustainability, or more specifically, economic 
growth. But how many of these leaders have been focused on 
building true economic sustainability?  Perhaps, as the 2008 
recession showed, not as many as were once thought. This was 
demonstrated when illiquid banks forced many businesses to 
move to cash-based models, and that many of these models 

‘Retooled’ leaders for 
sustainable times 

how can leaders move their organisations toward sustainability? 

“BP – which was working hard to develop an image of  
responsibility for the environment and investing in new 
technologies – had its hand forced by the recent events in 
the Gulf  of  Mexico, just as bankers had their hands forced 
as the global debt markets imploded 24 months ago.”
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were unable to sustain existing operations. The recession also 
showed just how few firms could grow without access to cheap 
and easy credit.

Over time, many organisations are also coming to understand 
(and pay for) the relationship between environmental concerns 
and business plans. For some, there has always been a simple 
unwritten rule that polluting the environment is bad for business 
–	 so	 they	 don’t	 do	 that.	 But	 for	 others	 the	 environmental	
consideration was about access to cheap resources and 
the savings that could be found in differences between 
environmental standards around the world. Now, as citizens have 
grown more aware of the impact on the environment economies, 
organisations, and consumption systems have, they have started 
to understand that through increased pressure on firms they can 
reverse some of these impacts. This pressure, when combined 
with stronger local regulations is forcing organisations to move 
away from local standards to a platform of global standards.

The importance of responsibility to society has also become 
a growing pressure on organisations.  Pressures from internal 
and external stakeholders are forcing many firms to take on the 
additional responsibility of ensuring the entire supply chain is 
compliant	–	that	supplier	factories	are	not	polluting	local	water	
sources, that sales agents or distributors are not engaging in 
acts of corruption, and that employees are volunteering their 
time. Unwritten requirements that, while largely voluntary and 
lacking quantitative measurements, are often graded in the press 
through the constant CSR award ceremonies held and reports 
on performance produced.

Qualities required for sustainable leadership
In considering the qualities of a ‘retooled’ leader, here are eight 
traits they should be equipped with:

vision: While all leaders need to have a plan, a mission, and a 
sense of vision, it is absolutely critical for a leader embarking 
on a path of sustainability to have a clear vision of where the 
organisation needs to be; the changes that need to take place; 
how the changes will occur, and when they will occur. This vision 
requires a clarity supported by more than just a moral imperative, 
although that is an important aspect for some, and has to be 
understood and supported by others.
Timing: Managing a business in a way that reports results on a 
quarter to quarter basis is a very different skill set and need than 
for a business that is in the process of a core change. Leadership 
of managers and executives is required to plan and execute along 
an appropriate timeline with the understanding that results that 
can be shown over short timelines will be very different to those 
over the longer term, and to ensure commitment to the timeline 
developed.
Projects vs. Programmes: Leaders undertaking the retooling for 
their company will need to move beyond pet projects and/or a 

single innovative product, into developing systems and processes 
that alter the way the organisation functions. These processes 
require an investment in people and will become the foundation 
for future leadership and organisational capacity.
engagement: Building buy-in for any retooling can be extremely 
difficult, especially when catalysed by outsiders or a moral 
imperative that cannot be supported by a business case. It is 
critical for leaders to be able to build the stakeholder buy-in that 
is required. A process of analysing stakeholders, understanding 
their positions, educating them on the issues and planning, and 
above all engaging them as equals to highlight mutual benefits 
and work through hurdles. Engagement is critical to the long-term 
success and sustainability of the changes. 
Commitment: Leaders need to know that the steps being taken 
are the right ones and the short-term pain the organisation may 
experience is worth it. At times, they will need to go to the mat 
to defend their vision and decisions. Were it any easier, it would 
have been done already. 

execution: Everyone has ideas. Sometimes good ones. But it takes 
leadership to take those ideas and do something with them that 
will bring benefit to the organisation. The best leaders will be 
those who understand risks of failure measured against the risk 
of ‘business as usual’ and against the potential opportunity, and 
then align the organisation in a way that mitigates the risks and 
captures opportunity through a programme or process with an 
underlying and compelling business plan.
Monitoring and reporting: To ensure that the retooling of people, 
processes and organisation is occurring ‘as planned,’ and whether 
or not tweaks to the programme need to be made, a system of 
regular monitoring and reporting needs to be in place. This 
must be transparent and allow for debate. If done properly, 
the monitoring and reporting process will allow for an ongoing 
opportunity to update and engage stakeholders, something 
important to their long term commitment.
Scale: For many organisations preaching change and winning 
awards, it is done off the back of a successful project or a single 
product. Ways have to be found to scale these small successes 
across the organisation, across the system, and over the long 
term. Leaders need to find the effective ways to do this and 

“It is critical for a leader embarking on a path 
of  sustainability to have a clear vision of  where 
the organisation needs to be; the changes that 
need to take place; how the changes will occur, and 
when they will occur. This vision requires a clarity 
supported by more than just a moral imperative, 
although that is an important aspect for some, and 
has to be understood and supported by others.”
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ensure the maximum benefit of retooling is returned to the 
organisation. 

On a nearly daily basis the merits and foundations of 
leadership are spliced, debated, and studied. Leaders are profiled 
through a variety of mediums and graded against one another: 
who is the most innovative; which organisations are the best 
employers; whose employees have volunteered the most hours, 
and which factory has the highest safety ratings.  

For many still looking to understand the issues of 
sustainability and the steps they will need to take, it is important 
to remember that it is a topic that is largely defined by context 
and time. That, while investment bankers and energy executives 
were revered for their profit-generating capabilities for much 
of the past 20 years, the last two years has altered the context 
by which executives and organisations from these industries 
are	judged.	BP	–	which	was	working	hard	to	develop	an	image	
of responsibility for the 
environment and investing 
in	new	 technologies	 –	had	
its hand forced by the recent 
events in the Gulf of Mexico, 
just as bankers had their 
hands forced as the global 
debt	markets	 imploded	24	
months ago.

This leads to the wider 
lessons of sustainability, 
and the fact organisations have to change and executives have 
to make difficult decisions in order to remain in the market. 
While there may have been a time when a leader could focus on 
the quickest path to profitability and not have to be concerned 
with the externalities of their decisions, the expectations being 
placed on them are becoming very different and, at times, very 
difficult.

But for those executives looking to take a leadership role 
and retool the organisations they are charged with leading, this 
is a time when one can, through a series of research, planning, 
and retooling, take the opportunity to improve business models, 
develop products and processes that will provide long term 
stability for your organisation and catapult it to a leading 
position.

 
Case studies:
esquel – An industry dogged by consistent questions of water 
usage, chemicals, labour conditions, and high-embedded carbon 
footprints throughout the supply chain, the textile industry is 
facing a significant amount of pressure to change. Unfortunately, 
as with many other industries, the underlying economic dynamics 
being what they are (focused on low costs) the move towards 
sustainability is a difficult decision. The founders of Esquel, 
one of the largest producers of cotton t-shirts in the world, have 

become leading agents of change in the textile industry and 
have undertaken a number of initiatives that address the labour 
and environmental issues found within their industry while 
maintaining their leading position. Esquel extends its influence 
beyond its own operations by involving suppliers, customers 
and	–	more	recently	–	universities	that	it	works	with	to	promote	
research and capacity in the organic cotton arena.

interface Flooring – Even with the recent global focus on 
sustainability being peaked, there are few industrial or consumer 
organisations that have gone as far as Ray Anderson and 
Interface Flooring. A process that began with Anderson coming 
to understand the role of his firm in creating waste and pollution 
not only resulted in Interface radically altering the nature of its 
products by moving away from large area flooring and carpeting 
to create modular solutions, but also altered production lines by 

recycling all waste from the 
factory floor and customers. 
It  was a process that 
while catalysed by a moral 
imperative has, according to 
Anderson, returned hundreds 
of millions of dollars to the 
firm in cost savings and new 
sales combined.

Timberland – Undertaking a 
process where a brand moves from a model that is looking to 
compete head to head with others on a cost basis to one where 
the product is designed and manufactured with environmental 
considerations	first	–	celebrating	diversity,	and	raising	money	
for	 social	 causes	 –	 is	 not	 a	 decision	 that	many	 firms	would	
take lightly or take at all. According to the retooling of the 
Timberland business and its products, the firm, its processes, 
and its employees are to be (a) carbon neutral by the end of this 
year (b) continuously design and market recyclable products 
that are low in cost, have a reduced environmental impact, 
and have a revenue generating after-life (c) offer fair, safe and 
non-discriminatory workplaces globally, and (d) encourage and 
engage employee volunteerism.     

Richard Brubaker is visiting professor of Sustainability at the China 
Europe International Business School

resources on leadership:
big Think (bigthink.com) - Big Think is a global forum connecting people and 
ideas.
ethical Corporation (ethicalcorp.com)	 –	 encourages	 debate	 and	 discussion	 on	
responsible business through publishing, conferences and independent research 
and advisory work.
Global reporting initiative (globalreporting.org ) - The Global Reporting Initiative’s 
(GRI) vision is that disclosure on economic, environmental, and social 
performance become as commonplace and comparable as financial reporting, and 
as important to organisational success.

“Leaders need to know that the steps being 
taken are the right ones and the short-term pain the 
organisation may experience is worth it. At times, 

they will need to go to the mat to defend their 
vision and decisions. Were it any easier, it would 

have been done already. ”
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The logistics market in China remains 
fiercely competitive and price-
focused but there is a definite 

growth in demand for more sophisticated 
supply chain services, according to one 
of the country’s leading foreign logistics 
companies. 

“There is no doubt companies are 
increasingly looking to improve their supply 
chain operations. They want to increase 
efficiency, reduce cost, and mitigate risk. 
They want to focus more on quality service,” 
says Jess Goldberg, vice president for North 
Asia with Menlo Worldwide Logistics. 

 “We see a lot of leaders now, particularly 
with global companies, who are making 
smarter, longer term decisions on supply 
chain.” 

Diebold, the US-listed manufacturer of 
security systems including ATM machines, 
is one of Menlo’s larger clients in China. 

“We	 run	 a	 sophisticated	 4PL-type	
operation for [Diebold] that involved 
transforming their supply chain to drive 
out waste and managing their logistics 
providers. We map their entire supply and 

The China challenge

foreign logistics players in 
China face tough competition in 
an environment of  ambiguous 
rules. Turloch Mooney talks 
to one leading foreign player 
about what needs to be done to 
survive and thrive

continually look at ways to drive out waste 
and reduce lead times. We are financially 
in the game and need to hit performance 
targets and be vendor neutral," says 
Goldberg. 

Yet elements such as fragmented 
administration systems, legal ambiguities, 
poor standardisation and integration of 
information systems, a fragmented supplier 
base, and lack of professional talent mean 
China continues to be a highly challenging 
market for logistics players. 

Fierce competition
“There is fierce competition and overcapacity 
in the market. As a foreign company, 
we face both domestic competitors and 
other foreign multinationals ramping up 
operations. Competition is often greater 
than anticipated and price wars start 
easily.” 

Menlo entered the Mainland market in 
1983 (it set up an operation in Hong Kong 
in	the	early	sixties).	In	2006	it	was	decided	
by the executive board to invest heavily 
in China and it acquired a domestic 3PL. 

Jess Goldberg, vP, Menlo Worldwide 
Logistics
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The company now has 2,000 employees in 
110 cities across the country. It is primarily 
focused on serving the logistics needs of 
the domestic market and works with clients 
that require logistics services as far as 
fourth and fifth-tier cities. 

According to Goldberg, the business in 
China is growing as planned and exceeding 
plan on operating income. The company 
is targeting $100m in revenue from the 
market by 2013. 

Building capacity to offer more 
sophisticated supply chain solutions is 
a key strategy to mitigate some of the 
risks inherent in the China market. Heavy 
investment in IT is central to this task. 

“We are using optimised network tools 
to optimise flows of materials, do strategic 
procurement and streamline our supplier 
base. We’re moving away from a brokered 
model to a network-managed model," says 
Goldberg.

“We’re working closely with our 
operations team to build density into the 
network. This involves building a ‘preferred 
carrier’ base. We help our preferred carriers 
become more profitable by giving them 
additional business while ensuring material 
is moved on time and with a high utilisation 
factor to drive down costs.” 

better finance function
A strong focus on finance and accounting 
is paramount in doing business in China, 
believes Goldberg. The shortage of 
managerial talent in the market has a big 
impact on accounting and finance that 
results in a general lack of transparency 
and visibility into operations, he says. Part 
of the solution is to find ways to improve 
product costing and develop baseline 

“There is fierce competition and overcapacity in the market. As a 
foreign company, we face both domestic competitors and other foreign 
multinationals ramping up operations. Competition is often greater than 
anticipated and price wars start easily.”
Jess Goldberg, Menlo Worldwide Logistics

In China,  unique patterns of 
development and administration mean 
links with government on local and 
national levels are an important part of 
doing business. For logistics players, it 
is important to understand strategies for 
growth at local and national levels, and find 
ways to support and generate business out 
of those strategies. 

“We want to understand the key 
elements of the planning models to see how 
we can integrate what we do with them. 
We keep a close eye on local development 
plans so that we can respond better to the 
market.”     

“In China, unique patterns of  development and administration mean links with government on local and 
national levels are an important part of  doing business. For logistics players, the primary goal with this is to 
understand strategies for growth at local and national levels, and find ways to support and generate business 
out of  those strategies.”

financial and accounting policies and 
procedures to remove errors. 

The other part of the solution is to 
create or locate good talent and to work 
out how to keep your people in a highly 
competitive market.

“It is still very difficult to find people 
who can execute. We invest a lot of time 
and energy in talent development on many 
levels. When we find good people, we pay 
above market rate and bring them in on our 
profit-share incentive schemes. This has 
paid	off	well	for	us	–	our	staff	turnover	is	
less than one percent which is a very good 
result in China.” 

Menlo's Shanghai distribution centre
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Hong Kong Special



www.oocllogistics.com

With our quality people and advanced information technology, 
OOCL Logistics is dedicated to offering the best international and 
domestic logistics services and networks that enable you to make 

"All the Right Moves"in your supply chain. 

We provide a full range of end-to-end logistics services, combined 
with unmatched China expertise – giving you maximum control and 

visibility in your supply chain. 
We are part of the vital link to your business success.

Supply Chain Vision Becomes Supply Chain Reality

200x270mm
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Is laissez faire becoming a bit 
less do-it-yourself? 

A new agreement on Hong Kong/
Guangdong cooperation promises 
real progress on joint socio-economic 
development with significant 
implications for the supply chain and 
logistics industry. Among the private 
sector in Hong Kong it is largely a case 
of  business as usual, but this one could 
have some impact

By Turloch Mooney

Anyone who knows Hong Kong well will 
not be too surprised its supply chain and 
logistics people are not overly fluent in 

detail about the new framework agreement on 
Hong Kong/Guangdong cooperation signed in 
Beijing in April of this year. This despite the fact 
the agreement specifically targets manufacturing, 
shipping and logistics for complementary, cross-
border development, and in theory should have 
big implications for the private sector in these 
areas. Years of uncertainty and calls for more 
government proactivity to stem a potential demise 
of Hong Kong’s supply chain hub status in the 
context of a rapidly expanding and opening 
Mainland market have done little to change the 
fact that Hong Kong is one of the most laissez 
faire places of business on the planet. 

“Smart integration with China is a necessity 
for survival. As a free enterprise, we embrace 
China as part of our development strategy when 
we do business,” says Jesse Hui, executive 

director with Hong Kong-headquartered Kerry 
Logistics. 

The new relationship
Hong Kong business is deeply integrated with 
the economy of Mainland China. Cities all over 
China are filled with commercial, residential and 
industrial projects by Hong Kong developers. 
In the Pearl River Delta (PRD), Hong Kong 
enterprises manage in the order of 60,000 
factories employing 11m workers. China-related 
supply chain business makes Hong Kong the 
world’s third largest container-shipping hub 
and the world’s busiest hub for international air 
cargo. 

Yet as a semi-autonomous region returned 
to China relatively recently after decades of 
socio-economic development in a very different 
environment, Hong Kong faces the continuing 
challenge of refining and securing its role in a new 
political, economic and social context. 
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“In China there will always be import duties. 
Customs is also very complicated. Taking 
advantage of  policies for duty reduction on 
imports for production for export, for instance, 
requires individual checking of  all documents 
by customs. There is huge scale and complexity 
involved with this.”Sunny Ho, executive director, Hong Kong Shippers’ Council

A large part of this challenge is addressed 
by the private sector in its natural course of 
business development. However, with the meeting 
of two very different systems, and with little 
historical precedent for such a meeting, there 
is uncertainty and among many a sense of need 
for a steering of change on a more holistic level. 
The policy framework on Hong Kong/Guangdong 
cooperation is intended to meet this need and 
maximise benefits and limit problems of the new 
relationship. 

The draw of the Freeport
For Alex Fong, CEO of the Hong Kong General 
Chamber of Commerce, China’s continuing 
expansion is without doubt loaded with opportunity 
for Hong Kong. But it needs to ensure it keeps a 
value proposition. “The key question is cost: can 
Hong Kong continue to offer value-for-money, 
in the face of lower cost options,” says Fong, 
a former chairman of the Hong Kong Port and 
Maritime Board. 

The Freeport status with its associated 
benefits is clearly one of the biggest sources of 
value for both the overall economy and the supply 
chain and logistics sector. Despite phenomenal 
growth in the throughput of PRD ports over the 
past two decades, this is not a source of value 
Hong Kong expects to lose anytime soon. 

Hong Kong’s position has weakened in terms 
of long haul, FCC exports from the PRD that 
increasingly go through Mainland ports, but it 
continues to be strong in intra-Asia, transhipment 
and inbound cargo, notes Sunny Ho, executive 
director of the Hong Kong Shippers’ Council.  

“In [Mainland] China there will always be 
import duties,” says Ho. “Customs is also very 
complicated. Taking advantage of policies for duty 
reduction on imports for production for export, 
for instance, requires individual checking of all 
documents by customs. There is huge scale and 
complexity involved with this.

“For many shippers in Asia, North America 
and Europe, the easier option is to bring the 
goods into Hong Kong and then decide how 
best to deliver into China. They can avoid a lot 
of inconvenience and uncertainty this way.” 
However, Ho notes that an increasing number of 
bi-lateral free trade agreements as well as more 
efficient Mainland customs may encourage more 
direct shipments to the Mainland. 

Value from knowledge
Extending specialisation in knowledge and 
services in the maritime sector by making 
Hong Kong an International Maritime Centre 
with a range of maritime services such as ship 
finance, ship broking, and so on, is generally 
acknowledged as an important strategy to help 
protect the business of the Freeport. This is a 
strategy that is employed with some success by 
Singapore. 

Across the supply chain and logistics sector 
the pervading view is that leveraging specialist 
knowledge is where Hong Kong’s future in the 
industry lies. “A key challenge for Hong Kong is to 
maintain its ‘value-added advantage’. This means 
developing further expertise and productivity 
in managing both the shipping and logistics of 
products which have both high growth potential 

Major industrial clusters in Guangdong province

Dongguan : Electronic products
Guangzhou : Denim clothing, Automobiles
Huizhou : Shoes
Shantou : Undergarments, Toys
Shenzhen : Electronic products
Yunfu : Kitchenware

Source: Supply Chain Asia magazine
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and specialised requirements – be it art, high-end 
consumer electronics, jewellery, luxury goods, or 
wine,” says Noel Bautista, managing director of 
IDS Logistics, Hong Kong and south China.

Bautista and Hui of Kerry Logistics say Hong 
Kong should be a regional ‘supply chain control 
centre’, leveraging knowledge, efficiency and best-
in-breed technology to fulfill and sustain the role. 
“Supply chain management is becoming more 
complex and there is demand for much greater 
flexibility. This is particularly true since the global 
financial crisis, which has resulted in companies 
booking smaller orders on shorter delivery cycles. 
In the coming three years, supply chains in Asia 
will be very dynamic and challenging, and this 
is a big advantage for Hong Kong because it can 
offer speed and flexibility while other places are 
over-governed by policy,” says Hui. 

Perhaps the biggest opportunity is to be found 
in extending and applying these capabilities over 
the boundary. As domestic consumption expands 
in the Mainland, there is demand for more 
efficient distribution systems, and Hong Kong 
enterprises are going after that opportunity. “We 
have accumulated a lot of knowledge and leverage 
that to provide services that enhance supply chain 
systems in China,” says Stephen Ng of Orient 
Overseas Container Line (OOCL), the shipping 
group founded by the father of Hong Kong’s first 
post-handover chief executive, Tung Chee Hwa.  
“At OOCL, for example, we provide specialist 
services such as reefer and controlled atmosphere 
– distribution to help get products on shelves in 
the right condition at the right time.” 

Ng believes there is a significant opportunity 
for Hong Kong companies to provide supply chain 
consultancy and training in China. “We need to 
keep moving up the knowledge tree, deeper into 
areas like consultancy, training, and research and 
design, where we can add a lot of value.” 

There are those who believe Hong Kong is 
missing the opportunity in this regard. Long-term 
Hong Kong resident Tony Wines, a former regional 
head of the e-commerce portal INTTRA who 
now runs the supply chain consultancy Turnkey, 
believes there is a large policy gap in Hong Kong’s 
positioning as a leader in supply chain knowledge, 
specialisation and value. 

Wines says while the Freeport is an effective 
and powerful incentive, Hong Kong needs 
more, and should be establishing itself as the 
regional leader and Asian hub in supply chain 
sustainability, shipping technology and training 
excellence. “There is an apathetic approach to 
sustainability and leading maritime and supply 
chain technologies and their application. The 
approach to these areas should be proactive, but 
the reality is it is a case of more laissez faire than 
a decade ago.” 

The framework agreement broadly reflects 
the industry view that Hong Kong needs to focus 
on developing and leveraging its knowledge as a 
supply chain centre. Education is earmarked one 
of the focus areas for cooperative development 
with policies for the set-up of Hong Kong/
Guangdong industrial research bases and for 
Hong Kong tertiary institutions to jointly establish 
institutions in the PRD. Support for Hong Kong 
as an International Maritime Centre is noted as 
an objective as well. 

Sustainability is also earmarked for  
cooperative development, including initiatives 
related to environmental protection and ecology 
conservation, such as standards for marine 
operations. There are no policies aimed at 
establishing Hong Kong as a leader in the area of 
sustainable supply chain and shipping operations 
based on the most advanced technologies. 

Minimisation of the border
There are significant practical commitments in 
the agreement with direct relevance for cross-
boundary supply chains. Further assistance to 
Hong Kong enterprises to engage in and expand 
business on the Mainland is promised, including 
dealing with existing problems with the Closer 
Economic Partnership Arrangement (CEPA), the 
free trade agreement between China and Hong 
Kong that offers Hong Kong products, companies 
and residents preferential access to the Mainland 

“There is an apathetic approach to sustainability and 
leading maritime and supply chain technologies and their 
application. The approach to these areas should be proactive, 
but the reality is it is a case of  more laissez faire than a decade 
ago.” 

Tony Wines, managing director, Turnkey Consulting
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market. It also promises to build mutual legal co-
operation and strengthen ties and communication 
with Guangdong authorities and legal bodies. 

For the logistics industry, minimisation of the 
border is clearly one of the most important goals. 
“Seamless ground transportation infrastructure, 
integrated customs procedures, and green lanes 
between Hong Kong and major manufacturing 
centres in the Pearl River Delta are key,” notes 
Bautista from IDS. 

The agreement reflects this importance 
and facilitating the flow of people, goods, 
information and capital across the boundary is 
one of six primary areas by which the development 
positioning of Hong Kong/Guangdong cooperation 
is defined. Immediate measures to achieve this are 
primarily about keeping cross-boundary transport 
infrastructure projects such as the Hong Kong-
Macau-Zhuhai bridge on track and additional 
support for initiatives to better integrate air and 
sea systems and services, such as the Joint 
Meeting of the Five Airports of the PRD. 

With a focus on cooperative development, 
(as opposed to simply building Hong Kong’s 
competitive position) the key issue of Hong Kong’s 
high cost structure is not directly addressed in the 
agreement. 

It can be argued with some validity that many 
of the initiatives of the agreement will positively 
impact costs, while many others are clearly 
designed to create and add value. However, 
the industry wants direct action on cost, and 
points out that in key areas such as land prices, 
government inaction could undermine other 
initiatives. “Working on the cost structure is very 
important,” says OOCL’s Ng. “The price of land 
is a major issue.” 

OOCL and others in the shipping community 
believe that additional terminal capacity is 
required at the port and the government needs 

to come up with a plan to incentivise the private 
sector to invest in adding capacity. 

The concern over availability of land for supply 
chain-related activities is echoed by industrial 
property developers who note difficulty obtaining 
land at a price viable for development into 
warehousing and logistics facilities (see related 
feature on page 12). 

The failure of the agreement to directly 
address costs has left some wondering what it 
holds that is genuinely ‘new’. In fact, the real 
significance of the agreement lies outside of its 
specific initiatives and policies, most of which 
have been around in some form or another for 
some time. 

Most important is that it is the first agenda on 
Hong Kong/Guangdong co-operation endorsed by 
the State Council. This, crucially, demonstrates 
buy-in and commitment on the part of the 
central government, and the possibility that 
the agreement will be taken into account in the 
formulation of national economic plans. 

Adding credence to its capability of achieving 
its objectives, the agreement also lays down 
major work plans on an annual basis with 
targets and development positioning for Hong 
Kong/Guangdong cooperation. Finally, and to 
our opening point in this feature, it commits to 
better informing local industry and the general 
public of development initiatives and new 
policies, “so that they can build on the existing 
competitiveness and seize the opportunities for 
expansion”. 

If the private sector feels government impact 
on sustaining the supply chain and logistics 
industry has been a weak in the past the idea this 
time is clearly to make more progress. Maybe the 
time is approaching when enterprising Hong Kong 
will need to better acknowledge that it doesn’t 
achieve everything by itself.     

“A key challenge for Hong Kong is to maintain its ‘value-added advantage’. 
This means developing further expertise and productivity in managing both the 
shipping and logistics of  products which have both high growth potential and 
also specialised requirements – be it art, high-end consumer electronics, jewellery, 
luxury goods, or wine.” 

Noel Bautista, managing director, Hong Kong and south China, IDS Logistics
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“Switching from bunker fuel, which is used at high sea, to low sulphur fuel will reduce Maersk Line’s 
emissions of  unhealthy sulphur oxides (SOx) and particles by at least 80 percent. The Hong Kong 
initiative will entail an additional cost of  $1m to the annual fuel bill of  the world’s largest container line.”

Greener port
Voluntary efforts from shipping lines are improving the air quality around the port of  Hong 
Kong, but there is a long way to go

By Sam Chambers

‘Monkey Island’ - the name given to 
the uppermost deck onboard a cargo 
ship - is one of the best places to see 

the deadly fumes that billow from a ship’s funnel. 
Looking aft, the haze distorts the horizon – the 
noxious output of the 15–metre high funnel 
yellowing and blurring the view.

Forty metres below, deep in the hull of the 
ship, the pistons thunder at deafening volumes. 
The engine room - the size of an Olympic 
swimming pool - is infernally hot. Ships of 8,000 
teu class will typically burn through 1.5 tonnes of 
bunker fuel an hour, producing annual fuel bills 
in excess of $4m. 

Darker skies
The skies over Hong Kong have darkened in the 
past decade. Its proximity to the manufacturing 
centre of the world, the Pearl River Delta, is often 
cited for the worsening environmental picture. 
Yet there are plenty of reasons closer to home to 
question this ‘blame-it-on-someone-else’ stance: 
from the SAR’s two coal fired power stations - 
whose environmental regulations are more lax 
than across the border - to the booming airport 
and car-infested streets. 

The port is one area whose carbon footprint 
has never been properly measured. Every day 
more than 560 ships pass through Hong Kong, 
the world’s third largest container port. 

The main polluting culprit around Kwai Chung, 
home to Hong Kong’s nine super-efficient container 
terminals, is the sulphur dioxide (SO2) emitted 
from low quality, cheaper bunker fuel. While total 
emissions from power stations and road traffic in 

Hong Kong remain a good deal higher than those 
emitted by ships, the pollutants are not nearly as 
toxic as those from the diesel engines of ships. 
The ongoing problem of how to address this with 
an eye to the city’s economic future - and much of 
its raison d’être - remains a crucial one. 

To the chagrin of some, the option of ‘cold 
ironing’, whereby alternative, shore-based power 
is provided for dry-docked vessels, has already 
been turned down due to the problems involved 
in converting the older, more traditional Hong 
Kong port facilities to handle this relatively new 
and greener power system. 

The green strategy on the part of the 
government is to first deal with the emissions of 
local vessels that ply their trade in nearby coastal 
and inland waters. The ferries, barges, hydrofoils 
and pleasure boats, all of which will likely be 
asked to operate on very low sulphur diesel. 
There are also suggestions that an emissions 
limit should be put into operation and that 
various means should be employed to encourage 
shipowners to be more pro-active and adopt 
greener methods of powering their vessels. 

The Civic Exchange report
The issue of shipping and pollution was thrust 
into the public limelight in June of 2008 when 
local think tank Civic Exchange published a report 
Green Harbours: Hong Kong & Shenzhen. The 
report promoted knowledge-sharing on global 
climate concerns, plus emissions trading and 
clean development mechanisms, while putting 
emphasis on prevention of air pollution in Hong 
Kong and the PRD. 

Since then, Civic Exchange, together with 
the local shipping community and government 
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have worked together to formulate plans, cajole 
shipowners, and look into other ways to establish 
a greener port, the results of which started to 
unfold over the past few months. 

Preliminary research by Hong Kong 
University of Science and Technology indicates 
that if ocean going vessels were to switch to fuel 
with a sulphur content of not more than 0.10 
percent while at berth, a 30 percent reduction 
in their SO2 emissions would be achieved. 
This would allow Hong Kong to comply with a 
tighter target for SO2 under the WHO Air Quality 
Guidelines. 

Civic Exchange is developing a voluntary two-
year scheme for ships to switch to 0.10 percent 
sulphur fuel at berth. Support for the scheme is 
growing, but shipowners say they would prefer 
regulation in order to create a uniform playing-
field for everyone.

 
Voluntary fuel switch
Following a successful government-supervised 
testing on the Eleonora Maersk, Maersk Line 
started this September using low sulphur fuel 
in their engines while at berth in Hong Kong, 
thereby kicking off the first voluntary fuel switch 
scheme in Asia. 

“By switching from bunker to cleaner fuel 
at berth, we significantly reduce emissions of 
sulphur into the air,” said Tim Smith, chief 
executive of Maersk line’s North Asia Region. 

Maersk Line makes around 850 port calls in 
Hong Kong every year. Switching from bunker 
fuel, which is used at high sea, to low sulphur 
fuel will reduce the shipping line’s emissions of 
unhealthy sulphur oxides (SOx) and particles by 
at least 80 percent. The Hong Kong initiative will 
entail an additional cost of $1m to the fuel bill 
of the world’s largest container line. 

“We share the ambitions of the local 
government and Civic Exchange in Hong Kong 
and would like to contribute to a better air 
quality,” said Smith.

“We hope this voluntary initiative will show 
the way for future legislation.”

“By engaging in voluntary fuel switches in 
Hong Kong and elsewhere we want to demonstrate 
that it is a way to quickly reduce sulphur emissions 
without any technical difficulties. We support 
strict sulphur regulation and we hope that our 
fuel switches will inspire authorities to raise the 
regulatory bar on SOx,” said Morten Engelstoft, 
Maersk Line’s chief operating officer.

One month later in October, APL – the world’s 
fifth-largest container shipping line – said it would 
begin using cleaner burning fuel in its 85 ships 
calling to Hong Kong on a weekly basis. APL said 
the decision to use low sulphur fuel would cut 
S02 emissions from ships at port by 87 percent. 

“We have a large presence in Hong Kong and 
with that comes the responsibility to be a good 
corporate citizen,” said George Goldman, vice 
president and managing director for APL Hong Kong 
and south China. “We’re taking this step unilaterally 
to make the point that global trade growth and 
environmental health are not mutually exclusive.”

APL vessels at berth will convert to low 
sulphur fuel in auxiliary generators that power 
shipboard electrical systems. This is more 
expensive than the diesel fuel typically burned, 
but better for the environment.

Since 2007, APL has used low sulphur in 
ships calling at the ports of Los Angeles and 
Seattle. As with Hong Kong, the switch to cleaner 
fuel at those locations was also voluntary.

Just before going to press, the Hong Kong 
Liner Shipping Association (HKLSA) said a total 
of 13 lines had signed up to voluntarily switch to 
low sulphur fuel while at berth in Hong Kong, from 
January 1 until the end of next year. HKLSA again 
called on the Hong Kong government to expedite 
discussions with authorities in Guangdong to 
introduce regulation on  ship emissions in Hong 
Kong and the PRD.  

All going according to plan, Hong Kong’s 
residents may soon be breathing easier.     

“While total emissions from power stations and road traffic in Hong Kong remain a good deal 
higher than those emitted by ships, the pollutants are not nearly as toxic as those from the diesel 
engines of  ships. The ongoing problem of  how to address this with an eye to the city’s economic 
future - and much of  its raison d’être - remains a crucial one.”
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Air cargo shows plenty of promise

By Owen Cleaver

Air cargo throughput at Hong Kong 
International Airport (HKIA) has rebounded 
strongly so far this year. Throughput 

reached 1.89m tonnes in the first eight months 
of the year, representing growth of 33.9 percent 
year-on-year and keeping it on track to maintain 
its status as the world’s busiest international 
cargo airport for the fourteenth year in a row. 

Like the port of Hong Kong, the continuing 
development of Mainland China and its transport 
infrastructure has resulted in years of speculation 
that the SAR’s dominance in air cargo will 
begin to wane. Certainly, airports in China have 
been transformed on many levels over the past 
decades, and the transformation of the Mainland 
aviation sector on a huge scale continues with 
the overall growth of the economy. In 2009 and 
2010, the central government earmarked $67bn 
of stimulus money for the development of 50 new 
regional airports, 12 airport relocations, and 78 
airport renovation projects across China. This 
might seem like overkill, until one considers the 
growth and volume of the air cargo sector. Prior 
to the recession, from 2000-2007, Shanghai 
Pudong International Airport had an average 
annual growth of 40 percent, with its 2.54m 
tonnes annual volume quickly closing on Hong 
Kong’s 3.6m. If both airports continue to grow 
at this pace, Pudong International will overtake 
HKIA in volume terms by 2015 (see projections 
table on page 12).

Hong Kong understands very well the need 
to keep on its toes and to look for its own 
opportunities out of the Mainland’s growth. 
This is primarily manifested in continuing 

improvement of infrastructure, development of 
specialised supply chain services, and building 
of collaborative relationships with airports on the 
Mainland. 

Infrastructure
From an air cargo perspective, the biggest 
infrastructure development in the pipeline at 
HKIA is the new $709m Cathay Pacific air cargo 
terminal. Set for completion in 2013, the terminal 
will be capable of handling 2.6m tonnes of cargo 
annually which, combined with the two existing 
terminals run by HACTL and AAT, will increase 
the airport’s total cargo capacity by 50 percent to 
7.4m tonnes. The new facility is designed around 
a state of the art $180m materials handling 
system. The terminal will feature a dedicated 
Quick Transhipment (QT) area, built exclusively to 
handle transhipped cargo that currently makes up 
19 percent of the airport’s cargo throughput. 

Expanding and improving cargo services for 
shippers and carriers is also a focus for the airport 
in order to assure shippers that it is a full service 
logistics hub. One recent initiative was the opening 
of a new 340sq m facility for precious metals 
providing secure storage and physical settlement 
services for precious metals.

For carriers, the new airport development 
Masterplan 2030 offers several new ideas, 
including a ‘permanent aviation fuel facility’ 
(PAFF) - a 240,000sq m tank farm providing fuel 
services for the airport’s 750 flights a day. A third 
runway is also on the table, with the possibility 
that the two existing runways will have reached 
capacity by 2020. 

Going beyond the boundary
For many, HKIA’s air cargo strategy needs to 
centre on holding its role and relevancy as a hub 
serving the Mainland. With the very idea of a 
need for a ‘gateway to China’ in contention, and 
70 percent of its cargo destined for or coming 
from China, it must continue to make a case for 
shippers to move cargo via Hong Kong. 

Fortunately, this is not a zero sum game. 

Rapid development of  airports in Mainland China has 
led to speculation that Hong Kong’s regional dominance 
in air cargo cannot last. While it may be eclipsed in 
throughput terms by one or two of  the busiest Mainland 
airports over the coming decades, the outlook for its own 
rapid growth has rarely been more positive
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The pace and size of growth in China is looking 
resilient and capable of supporting strong growth 
at the major airports in the PRD including Hong 
Kong. 

“We believe that no single airport in the 
Pearl River Delta (PRD) will be able to fully 
accommodate the air cargo demand in the 
future generated by the burgeoning growth of the 
region,” a spokesman for the Airport Authority 
of Hong Kong (AAHK) told Supply Chain Asia 
magazine. 

The belief at the AAHK is that better 
cooperation among the PRD airports will 
strengthen the overall air cargo market in the 
region. “A communication platform, the PRD 
Airports Cooperation Forum, was set up in 2007 
to promote aviation cooperation and development 
in the region. PRD airports will continue to 

Volume by ten thousand tonnes
Year Shenzhen Shanghai Guangzhou Hong Kong
00 17 26.67 NA 224
01 20.9 41.6 NA 207.4
02 28.9 74.66 59.2593 247.8
03 35.4 data incomplete 54.4 264.2
04 42.3 187.88 63.2 309.3
05 48.3 185.67 75.1 340.2
06 55.9 216.83 65.3 358
07 61.6 255.93 69.5 374.2
08 59.8 260.29 68.5 362.7
09 60.52 254.3 95.553 334.7

explore better division of labour according to 
their respective position, [under which] HKIA will 
reinforce its international aviation centre status,” 
the spokesman said. Deepening cooperation 
between the airports of Hong Kong, Shenzhen, 
Guangzhou, Macau, and Zhuhai, is a stated 
objective of the Framework Agreement on Hong 
Kong/Guangdong Cooperation signed by Hong 
Kong and Guangdong authorities and endorsed 
by the state council of the central government 
earlier this year.  

There are already very real links between 
HKIA and several Mainland airports. AAHK is 
involved in the management of several Mainland 
airports, including Zhuhai, Hongqiao in Shanghai 
and Hangzhou. With its experience and expertise, 
AAHK is in a good position to help guide 
development at these facilities and, by example, 

other facilities in the 
country. The links 
a lso  he lp rea l ise 
and promote  the 
mutual cooperative 
development of airports 
in the Mainland and 
Hong Kong.  

There are also 
plans for a number 
of projects, including 
bridges, rail, and sea 
l inks,  connect ing 
HKIA with the PRD. 
According to AAHK, 

Y-t-Y growth in volume
Year Shenzhen Shanghai Guangzhou Hong Kong

00 - 01 23% 56% NA -7%
01 - 02 38% 79% NA 19%
02 - 03 22% 60% -8% 7%
03 - 04 19% 58% 16% 17%
04 - 05 14% -1% 19% 10%
05 - 06 16% 17% -13% 5%
06 - 07 10% 18% 6% 5%
07 - 08 -3% 2% -1% -3%
08 - 09 1% -2% 39% -8%
Average Annual Growth 00 - 09 16% 32% 8% 5%
Average Annual Growth 05 - 09 8% 7% 10% 2%
Pre Recession Growth 00 - 07 20% 41% 4% 8%

“The Airport 
Authority Hong 
Kong (AAHK) 
is involved in 
the management 
of  several 
Mainland airports, 
including Zhuhai, 
Hongqiao in 
Shanghai and 
Hangzhou. With 
its experience 
and expertise, 
AAHK is in a 
good position 
to help guide 
development at 
these facilities 
and, by example, 
other facilities 
in the country. 
The links also 
help realise and 
promote mutual, 
cooperative 
development of  
airports in the 
Mainland and 
Hong Kong.”

China airports, cargo throughput and growth

Source: Supply Chain Asia magazine and airport data
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these links will, “further strengthen HKIA’s 
multimodal connectivity with the PRD directly or 
indirectly and thus bring a larger passenger and 
cargo flow to Hong Kong”.

The cargo terminal operators in Hong Kong 
highlight these links to their customers as well 
as provide them with additional service to limit 
disruption in cross-border shipments. Hong Kong 
Air Cargo Terminals (Hactl), the airport’s largest 
cargo terminal operator by a long measure offers, 
“a full array of multimodel logistics services ... 
covering import and export logistics in Hong Kong 
as well as in southern China,” notes Lillian Chan, 
Hactl’s general manager of marketing, customer 
service. 

“While we anticipate China will remain 
one of the important engines for the region’s 
airfreight development, we keep expanding the 
inland cargo depot network in the PRD region 
to provide more efficient cargo delivery services 
to cater to increasing needs from customers.” 
Hacis Superlink China Direct, a subsidiary of 
Hactl, offers customers a one-stop-shop bonded 

trucking and storage service 
for air cargo crossing the the 
boundary between Hong Kong 
and the PRD. 

Sustainable business
A focus on sustainability is an 
important part of Hong Kong’s 
competitive strategy going 
forward. AAHK has initiated 
several programmes in this regard, 
including bringing in a fleet 
of 200 electric airport service 
vehicles, operating air quality 
monitoring stations, and planting 
tens of thousands of trees in an 
effort to lower the airport’s carbon 
footprint. HKIA is a signatory of 
the Aviation Industry Commitment 
to Action on Climate Change, and 
audits 90 percent of its facilities 
to gauge its progress in terms of 
the agreement. 

Hactl has, likewise, made 
sustainability a priority in its operations. “For 
instance, we are in support of the IATA e-freight 
initiative, which aims to eliminate the use of 
paper throughout the documentation handling 
process for air cargo,” says Chan. “Our COSAC 
enhancement allows all information on paper 
documents to be transmitted electronically.” 
Hactl was one of five original pilot locations for 
the IATA e-freight programme, which today covers 
30 countries and 335 airports worldwide.

Dynamic industry
With its track record and strong rebound this year, 
there is little doubt that HKIA is at the top of its 
game. Yet in such a dynamic industry in such a 
dynamic part of the world, it cannot afford to rest 
on its laurels.

The embracement of change through a 
strategy of mutual development and parallel 
growth with Mainland facilities is proving the 
right course of action. While it will likely need to 
hand over its mantle as the busiest cargo airport 
in Asia or the world to a Mainland contender 
at some point, it will just as likely continue to 
grow in parallel with the growth of the Mainland 
economy.     
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“Hactl was 
one of  five 
original pilot 
locations for the 
IATA e-freight 
programme, 
which today 
covers 30 
countries and 
335 airports 
worldwide.”

Source: Supply Chain Asia magazine
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By Turloch Mooney

Goodman Asia expects demand for 
warehouse and distribution space in Hong 
Kong to continue its upward momentum 

through to the end of the year alongside recovery 
in consumer and distribution markets and rising 
volumes of container and air cargo traffic. 

“We expect growth to continue in line with the 
robust recovery in the consumer and distribution 
markets,” said Kris Inglis, director of development 
and planning, Goodman Asia. “The outlook for 
demand for warehouse space will continue to 
increase for the remainder of the year as both the 
container ports and airport experience increasing 
throughput which has a direct impact on demand 
for warehouse space,” he added.

Tight supply of new and versatile industrial 
buildings is also driving growth in the Hong 
Kong market. “The supply of new and versatile 
industrial buildings is expected to remain limited 

Warehouse demand on the 
rise as robust cargo recovery 
continues: Goodman

Limited land supply for industrial development and conversion of  older 
facilities to other uses has created pent-up demand, says Hong Kong’s 
biggest industrial property developer

as Hong Kong developers and government actively 
rejuvenate industrial buildings into higher-value 
uses.” 

Goodman Asia – part of the Australia-listed 
Goodman Group – manages the unlisted Goodman 
Hong Kong Logistics Fund which is the largest 
owner of warehouse and distribution properties in 
Hong Kong. In its Q2 leasing update, the com-
pany noted 15 percent quarter-on-quarter growth 
over 2009 in both renewals and new leases by 
retailers and multinational logistics companies. 

In Hong Kong, Goodman is currently 
undertaking one of the largest warehouse 
development projects ongoing anywhere in the 
world. When complete in January 2012, the 
Interlink development at Tsing Yi will be the 
fourth largest warehouse in Hong Kong, offering 
2.4m sq ft of prime space for supply chain-related 
activities. 

According to Inglis, it is challenging to secure 
land in Hong Kong for development for warehouse 

The Interlink development at the Stonecutter’s Bridge in Tsing Yi is one of the largest warehousing and 
logistics developments currently ongoing in the world
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and distribution activities. 
“Since we started the business here five 

years ago, one of the big difficulties we’ve had 
is securing land in good locations. There is a 
lot of conversion of industrial warehousing for 
commercial, retail and residential use. That 
means the potential size of area for industrial 
development contracts. Expectation on price on 
the part of land owners can also be very high so 
it can be tough to make the feasibility of projects 
stack up.” 

The Hong Kong government is slow to allocate 
land for industrial use. In the past ten years, just 
two plots of land – the Interlink site and one other 
site in Kwai Chung currently being developed 
by New World Services – have been put out for 
tender. There are just a handful of key industrial 
property players in the market, including 
Goodman, Kerry Properties, New World Services, 
Mapletree, Sun Hung Kai and Hutchison. 

The government recently earmarked additional 
land in Tsing Yi and Kwai Chung for warehousing 
and logistics development. 

“About 29 hectares in four parcels have been 
allocated. Depending on the parameters and 
constraints around that, that could be anywhere 
between 5 and 10m sq ft of new space.” 

The new land will be released in tranches over 
a period of time but some may be allocated for 
port activities. With volumes at the port returning 
to pre-recession levels, and volumes of intra-
Asia, transhipment, and cargo inbound for China 
expected to expand in coming years, many in the 
shipping community are agitating government to 
allocate land for additional terminal capacity at 
Kwai Chung.

Pent-up demand
Goodman believes there is a lot of pent-up 

demand for warehousing and distribution space 
in Hong Kong and rents will increase significantly 
over the next two years. The HK$4bn ($515m) 
Interlink project is already 50 percent pre-leased 
to DHL Supply Chain and Yusen Air & Sea. 

The Hong Kong market currently has in the 
region of 60m sq ft of warehousing and logistics 
space but around a third of that is thought to 
comprise old and inefficient facilities located in 
heavily congested locations. 

“The market is contracting as older facilities 
are taken out and put to other uses. Tenants 
also want to move to better facilities in better 
locations. We estimate there is somewhere 
between 2 and 3m sq ft coming out of the market 
every year,” said Inglis. 

Many of the industrial buildings being 
converted are located around the old airport in 
Kowloon Bay and in Kwun Tong. 

“Demand for space in our existing facilities 
is already very strong and there is not much 
vacancy. There is a need for additional space as 
older properties get taken out of the market and 
to match growth in cargo to serve the domestic 
market and Hong Kong’s activities as a regional 
trading hub.”  

Goodman’s Hong Kong portfolio consists of 
15 completed properties and two development 
projects totalling over 8m sq ft of lettable space. In 
Mainland China, the company has a joint venture 
with the Canadian Pension Plan Investment 
Board (CPPIB) that comprises four properties 
in Shanghai. Goodman also has properties at 
Pudong International Airport, Jiaxing Economic 
Development Zone and Kunshan on the outskirts 
of the city. In May of this year, Goodman signed an 
MOU with the Langfang Municipal Government for 
the development of a business and logistics park 
in the greater Beijing-Tianjin area.     

“The market is contracting as older facilities are taken out and 
put to other uses. Tenants also want to move to better facilities in 

better locations. We estimate there is somewhere between 2 and 
3m sq ft coming out of  the market every year.” 

Kris Inglis, director, development and planning, Goodman Asia.
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Thirty years in the 
special zone

By Owen Cleaver

This year marks the 30-year anniversary 
of Shenzhen’s SEZ status. Since 1980, 
Shenzhen has been a test bed and leader for 

many of the market reform policies that eventually 
became standard in the rest of China. 

In many respects, Shenzhen has prospered in 
its role as China’s guinea pig. Today it leads the 
Mainland in per capita GDP which at $13,600 
is more than twice the national average. It 

“Being a guinea pig has its downsides. As the 
forerunner of  China’s economic policies, many of  the 
hiccups and growing pains of  the maturing economy 
are more pronounced in Shenzhen than in other parts 
of  the country where the government could use the 
lessons learned in Shenzhen to soften the pain.”

has sustained an astounding annual average 
economic growth of 25.8 percent over the past  
30 years. This is, again, more than twice the 
national average. In 2009 the 400sq km area 
accounted for 14 percent of the country’s total 
imports and exports.

But being a guinea pig has its downsides. As 
the forerunner of China’s economic policies, many 
of the hiccups and growing pains of the maturing 
economy are more pronounced in Shenzhen than 
in other parts of the country where the government 
could use the lessons learned in Shenzhen to 
soften the pain. This has been demonstrated 
among the migrant worker population of eight 
million (nearly two thirds of the total population of 
Shenzhen) where strikes and other labour issues, 
including the widely publicised Foxconn suicides, 
have regularly emerged.  

Yet being the first to experience these issues 
has made Shenzhen part of the solution. Labour 
strikes and scandals mean it now has one of the 
highest minimum wage levels in the country, 
around $165 (¥1,100) per month. Shenzhen 
has been at the forefront of coastal and southern 
China’s move away from labour-intensive industry 
to service industries such as banking, tourism, 
and media, which today make up some 54.6 
percent of its total GDP.

One of the great things about observing 
Shenzhen is that it is like looking into a crystal 
ball for the rest of China. It still serves as a beacon 
on the horizon for those foreign companies 
looking at new business in the country. The city’s 
current ten-year plan aims to make it a ‘modern 
green city’ - the SEZ has been expanded to 
include Baoan and Longang districts (making it 
nearly five times bigger). But the ten-year plan 
limits urban construction to under half the total 
area, or 890sq km. 

In an age in which China could lead the world 
in green energy and sustainable development, 
Shenzhen might end up more than just a model 
for the rest of China, but perhaps for much of the 
rest of the world as well.     
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By Katherine Si

In April last year China’s central government 
announced plans to make Shanghai an 
international maritime and financial centre by 

2020. Incentives and tax breaks were to be deployed 
to lure more shipping companies to the eastern 
seaboard metropolis. 

This January, Cosco Shipping, the breakbulk 
division of China’s largest shipping company, 
COSCO, said it would shift a chunk of its operations 
from its headquarters in Guangzhou to enjoy 
the financial perks on offer. Cosco Shipping is, 
according to a recent Dynmar report, the world’s 
second largest breakbulk operator. Its new 
subsidiary will be located at the deepwater port of 
Yangshan,	34km	southeast	of	downtown	Shanghai.	
One Beijing analyst said the company would save 
up to ¥10m ($1.5m) in tax expenses. 

Cosco Shipping said the subsidiary would be 
involved in China’s domestic cabotage trade as well 
as ship agency and chartering services, and vessel 
sale and purchase. Cash for the investment would 

Big projects get bigger in China
Local and international project players are increasing their China footprint as the nation powers the 
global economy

come from the company’s internal reserves, the 
company said.

Gradual recovery
China’s second largest heavylift player, Chipolbrok, a 
state-run joint venture with Poland, ushered in a new 
era in December of 2009 with the delivery of Adam 
Asnyk, the first of six new multipurpose heavylift 
ships to be delivered from COSCO Dalian Shipyard 
through to 2011. Adam Asnyk is 30,332dwt, 
equipped with heavylift cranes with a combined 
lifting	capacity	of	640t	and	has	a	service	speed	of	
19.2knots. 

Wojtek Rakowski, the director of Chipolbrok’s 
shipping division explained three more newbuilds 
would be delivered in 2010 and another two in 
2011. “The company’s intention is to operate ten 
modern ships on our round-the-world service offering 
two regular sailings monthly from Europe, Asia and 
the US," he said.

Rakowski sees the market gradually improving. 

supply Chain asia November/December 201034
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“In comparison to six months before, it is improving 
and recovering slightly. In our opinion, to come to 
‘normal’	will	 take	 a	 longer	 time	 –	 say,	 until	mid/
end 2011.”

Stefan Malocsay from the China division of NMT 
Projects International shares this market view. “As a 
composite, 2010 should be stronger than 2009," he 
said. “For cargo fabricated in China, the domestic 
China project cargo has done best. Next best is China 
cargo to developing markets, while the worst has 
been China cargo to the developed economies.”

NMT is an independent shipping and transport 
company. It operates in China as a wholly owned 
foreign enterprise with a Class A transport licence, 
two bits of paperwork that are hard to procure. 

In general, Malocsay is very impressed with 
China’s transport infrastructure. The odd air draft 
challenge from low bridges over the Yangtze is one 
of the few hindrances he faces. 

One company with ambitions to make an impact 
on the Chinese heavylift scene is the Korean bulker 
outfit STX Pan Ocean. It recently ordered a second 
heavylift ship and sources at the company say that 
much of the business rationale for upping its stakes 
in heavylift is China-driven. “We view China’s growth 
of its heavy industry exports as a big opportunity,” 
said the source. 

“Despite uncertainties still lingering in the 
market, we have made the investment decision as 
rapid development and massive construction projects 
in the Middle East are expected to stimulate demand 
for the transport of heavy equipment,” the company 
said on ordering the second ship. STX Pan Ocean 
owns and operates a single heavylift vessel, the 
16,700dwt	STX	Rose	1	that	recently	transported	a	
series of tugboats and barges from Lianyungang in 
China to Kyaupyu in Myanmar. 

Another Asian firm heading to China is Singapore’s 
Hiap Tong Corporation. The mobile crane specialist 
is	investing	$4m	for	an	80	percent	stake	in	a	joint	
venture with Inner Mongolia Wulanchabu An Da 
Heavy Lift and Transport Co. The joint venture will 
be installing and maintaining windmills in China and 
hopes to get 20 percent of its revenue from the wind 
energy sector in the next five years. 

“The installation of a typical windmill will require 
cranes with lifting capacities exceeding 500t,” 
explained HTC executive chairman and CEO, Ong 
Teck Meng. “With the current limited supply of 
high lifting capacity cranes in the PRC, we believe 
there will be huge opportunities for us to provide 

specialised hydraulic lifting and haulage services to 
the PRC market.”

Hiap Tong’s main business is in the leasing and 
trading of cranes and haulage equipment.  “We are 
looking at China and India and we hope that in the 
next three years they will contribute 20 to 30 percent 
of our revenue,” said executive director Alvin Ong. 

Hiap Tong has more than 200 vehicles in its 
fleet and is awaiting the delivery of a 1,200t mobile 
crane this year, which the company claims will be 
the biggest in the world. It has been earmarked for 
use in its projects in China. 

“For China, we are looking to provide big 
tonnage crane services. This is because the Chinese 
manufacturers produce low tonnage cranes at a very 
competitive cost. So the amount of competition we 
would face in this sector would be very high and 
margins would be very low,” said Ong. 

Clipper expands in the north
Also upping its presence in northern China is the 
project forwarding division of Denmark’s Clipper 
Group, which recently opened a representative 
office in Dalian. Clipper Projects’ new outpost 
in the northeast of China will report to the Asian 
headquarters in Singapore, “to secure and support 
the strong position of Clipper Projects in the Far 
East and Australasia,” the company said in a 
release.  Clipper Projects runs a fleet of more than 
35 ships. 

“Dalian is an important port of exported project 
cargo supported by heavy industry in the northeast 
China area,” said Richard Zhao, chief representative 
of Clipper Projects in Dalian.

This view is clearly held by the Martin Bencher 
Group, which has upgraded its Dalian office from 
representative to wholly owned foreign enterprise 
status. 

“An increasing number of our regular customers 
have requested that we must receive payment in RMB 
in China and we can now meet that requirement," 
said Peter Thorsoe Jensen, CEO of Martin Bencher 
Group, which also has an office in Shanghai.  
“With this strategic change we can also offer our 
services to Chinese companies that are unable to pay 
outside	China	–	and	most	importantly,	this	is	a	further	
step forward for our domestic transport services in 
China, our fastest growing business area.”     

Katherine Si is a researcher and writer for Supply Chain 
Asia magazine
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China’s ambition 
to be ‘the Sili-
con Valley of re-

newables’ is fast taking 
shape providing huge 
opportunities for both 
inbound and outbound 
cargo. The Chinese cur-
rently lead the world 
in the manufacture of 
solar cells, and on the 
wind front the numbers 
are rapidly expanding. 

Ch ina  powe red 
ahead yet again last 
year, adding 13,000MW 
of wind power capacity, accounting for a little over a third of the 
37,466MW	added	during	 the	year	worldwide,	according	 to	 the	
Global Wind Energy Council (GWEC).

China, GWEC said, was the world’s largest market in 2009, 
more	than	doubling	its	capacity	from	12,100MW	to	25,104MW,	
the fifth year in a row that wind power capacity has grown by more 
than 100 percent.

A 2020 wind target of 150GW has been mooted as part 
of Beijing’s aim to have 15 percent of its energy derived from 
renewables. There is widespread expectation that figure will be 
revised upwards to 20 percent. China installed its first offshore 
wind turbines last year.  

GWEC also anticipates that within the next three years China is 
likely to become one of the largest producers of wind turbines in the 
world,	both	for	domestic	use	and	for	export.	In	2004,	there	were	
six wind turbine manufacturers in China. By 2009 that number 
increased to more than 70.

Recently, the US Renewable Energy Group and Cielo Wind 
Power of Texas entered a joint venture with China’s Shenyang Power 
Group	 to	 construct	 a	600MW	wind	 farm	 across	 approximately	
14,500ha	in	Texas.					

China is looking to ramp up its nuclear power generating 
capabilities quite dramatically in the coming decade, the 
prospect of which has the world’s largest heavylift companies 
salivating. Plans announced in recent years call for nuclear 
stations to supply four percent of China’s power needs 
by 2020, up from the current level of about two percent. 
There are 11 nuclear power plants currently operating in the 
country with a further seven due to be under various phases 
of construction by the end of this year. 

“China has created a vast pool of knowledge and 
technology in the nuclear field,” says Wang Fung, managing 
director of Qingdao Project Cargo. “It is only really now that 
we are going to see all that expertise unleashed in a series 
of new plants.” The new plants will be dotted all over the 
country, including the start of construction on the first three 
inland nuclear plants this year.     

Renewables 
continue 
growth 
trajectory

“The US Renewable Energy Group and Cielo 
Wind Power of  Texas entered a joint venture with 
China’s Shenyang Power Group to construct a 
600MW wind farm across approximately 14,500 ha 
in Texas. It is the first time Chinese and US entities 
have agreed to jointly develop a utility-scale wind 
power project.”

More nuclear power 
to come on stream

Construction will have started on seven new nuclear plants by 
the end of 2011

By Katherine Si
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Delivering solutions.

DB Schenker – the contract logistics specialists for the electronics aftermarket.

Today’s economy is highly dependent on computers, cellular phones, and electronic equipment. 
With our global Spares and Reverse Logistics Solutions, we are enabling the world’s leading high-
tech companies to meet the aftermarket’s continuously increasing customer service demands and  
commitments. Find out more at www.dbschenker.com/apac/contractlogistics.

Supply Chain asia magazine
January/february issue, Updated editorial Schedule

Accurate. Independent. Specialist.

Supply Chain Asia magazine is widely regarded as the leading source of accurate, 
independent and specialist coverage and analysis of the supply chain and logistics industry 
and its application and development in Asia. 

Primary Features
Japan
Information Technology Special
Awards 2010 Winners Supplement
Warehouse Management and Design

regulars
Maritime
Air Cargo
Logistics
Shipper Dialogues
Book Reviews
Supply Chain Indicators

…and much more

For further details, please contact Frank Paul at frank.paul@supplychainasia.org
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November 25, 
Chancellor Room, 
Hong Kong Convention 
and Exhibition Centre

20102010
wards wards 

Supply Chain Asia Logistics
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Professor Rajiv Aserkar, SP Jain Center of Management,  
Dubai and Singapore

Peter Boyce, Senior Business Manager, Security Management Systems, 
Lloyd’s Register Quality Assurance 

Professor YT Chang, Asia Pacific School of Logistics, Inha University, 
South Korea

Pilar Dieter, Chair, American Chamber of Commerce Shanghai, 
Logistics and Transportation Committee. Director, Alaris

Professor Paul Lee (Tae Woo), Department of Shipping & Logistics 
Management, Kainan University, Taiwan

Willy Lin, Chair, Hong Kong Shippers’ Council. Chair, Logistics 
Committee, Hong Kong Trade Development Corporation. 

John Lu, Chair, Asian Shippers’ Council. Chair, Singapore National 
Shippers’ Council

Shirish Nadkarni, India Correspondent, Supply Chain Asia magazine

Vivek Sood, CEO, Global Supply Chain Group. Author, Green Supply 
Chains: An Action Manifesto

Shawn Tay, Supply Chain Strategy and Development Manager, Strategic 
Planning & Modeling Team, Asia Pacific and Japan, HP

Catherine Truel, Europe Correspondent, Supply Chain Asia magazine. 
Founder, International Trade Instrument

Chair of the Judging Panel: Turloch Mooney, Editor, Supply Chain  
Asia magazine



Jones Lang LaSalle
Jones Lang LaSalle (NYSE:JLL) is a financial and professional services firm specialising in real estate. The firm offers integrated 
services delivered by expert teams worldwide to clients seeking increased value by owning, occupying or investing in real estate. 
With	2009	global	revenue	of	US$2.5bn,	Jones	Lang	LaSalle	serves	clients	in	60	countries	from	750	locations	worldwide,	including	
180 corporate offices. The firm is an industry leader in property and corporate facility management services, with a portfolio 
of	approximately	1.6bn	sq	ft	worldwide.	LaSalle	Investment	Management,	the	company’s	investment	management	business,	is	
one of the world’s largest and most diverse in real estate with approximately US$38bn of assets under management. For further 
information, please visit our website, www.joneslanglasalle.com. 

 Jones Lang LaSalle has over 50 years of experience in Asia Pacific, with over 18,500 employees operating in 75 offices in 
13	countries	across	the	region.	In	China,	the	firm	has	about	700	professionals	and	6,500	on-site	staff,	providing	quality	real	
estate advice and services in the areas of retail, residential, commercial, management services, project and development services 
and research. Key clients include various government agencies and developers, as well as owners of high-end residential and 
commercial buildings.     

events
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orient overseas Container Line
Orient Overseas Container Line (OOCL) is a wholly-owned subsidiary of Hong Kong Stock Exchange listed Orient Overseas 
(International) Ltd. Headquartered in Hong Kong, OOCL is one of the world’s leading container transport and logistics service 
providers, with more than 280 offices in 55 countries.

 Linking Asia, Europe, North America, the Mediterranean, the Indian sub-continent, the Middle East and Australia/New 
Zealand, the company offers transportation services to all major east/west trading economies of the world. OOCL is one of the 
leading international carriers serving China.

 OOCL is an industry leader in the use of information technology and e-commerce to manage the entire cargo process. We 
offer tailor-made transport and logistics solutions at every stage of the supply chain. OOCL’s sophisticated integrated real-time web 
based platform, IRIS-2, offers customised service and allows us to route our customers’ cargo via the fastest transit route and at 
the lowest costs. Our online interactive product My OOCL Center is designed to help lower customers’ business costs, save time 
and offer total transparency and maximum control in the supply chain.

	We	believe	that	even	the	best	IT	system	is	only	a	platform.	It’s	the	people	who	actually	deliver	the	service	–	and	OOCL	
employees aim to satisfy all our customers’ individual business needs. Website: http://www.oocl.com/     

Agility
Agility is one of the world’s leading providers of integrated logistics to businesses and governments. It is a publicly traded company 
with	close	to	US$6bn	in	annual	revenue	and	32,000	employees	in	over	550	offices	and	120	countries.	Agility	brings	efficiency	
to supply chains in some of the globe’s most challenging environments, offering unmatched personal service, a global footprint, 
and customised capabilities in developed and emerging economies alike.

Agility’s commercial division, Agility Global Integrated Logistics (GIL), is headquartered in Switzerland and provides supply 
chain solutions to customers in technology, retail, chemicals, and other industries. Agility Defense & Government Services (DGS) 
offers logistics services to governments, relief agencies and international institutions worldwide. Agility Infrastructure group 
companies primarily focus on opportunities in the Middle East, Africa and South Asia, providing infrastructure support in the 
areas of industrial real estate, customs optimisation, and airline services.     
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What are AEO, C-TPAT,  AA 
and other similar customs 
initiatives?

They are customs accreditation 
programmes. Usually voluntary, 
they reflect the changes customs 

authorities are making to introduce risk 
management practices. Accreditation 
programmes allow customs to create a 
partnership with the trade. The idea is 
an accredited business has undergone a 
rigorous audit by customs and is considered 
as posing little risk. Customs can then 
concentrate their efforts on other traders. 

The trade community has discovered 
accreditation programmes with the Customs-
Trade Partnership Against Terrorism 
(C-TPAT) introduced by the US as part 
of a range of security measures following 
9/11. The World Customs Organisation 
subsequently developed an international 
standard, the Authorised Economic 
Operator (AEO), that largely influenced the 
EU and many other accreditation schemes. 
Most countries have implemented such 
programmes, although under different 
names: ‘AA’ in China, Secure Trade 
Partnership (STP) in Singapore, Partners 
in Protection (PIP) in Canada.

To join or not to join? 
Joining an accreditation scheme is 
voluntary. However, as part of a strategic 
planning exercise, it is perhaps safer to 

consider the option. It might not be a 
business priority at the moment, but it 
might be highly preferable in the future. 
There are several reasons for this.

The business might start receiving 
requests for accreditation from its 
customers, particularly if they are large 
groups. Corporations that want to protect 
the security and compliance of their supply 
chains might choose to include customs 
accreditation in their supplier selection 
criteria. 

Depending on the  vo lume of 
transactions, an accredited trader might 
benefit from a faster customs clearance. If 
the accreditation delivers a faster clearance 
compared to the standard clearance time, 
then the scheme could prove to be a 
competitive advantage. 

Furthermore, some customs procedures 
delivering economic benefits such as 
drawback or simplified clearance could be 
reserved to accredited businesses. 

How does a trader become accredited? 
For most schemes, the process starts with 
a list of requirements that the business 
must match. Internally, this step can be 
the most challenging as it might require 
a change of culture to introduce customs 
risk management at every step of an order. 
It might also require a change in working 
practices, even the introduction of new 
processes. Adapting the business to these 
requirements can result in an increase  
in costs. 

The number of requirements will vary 
according to the level of accreditation. 
Most schemes have several levels in their 

accreditation programme. China, for 
instance, has five levels: traders start at 
level D and progress to C, B, A and AA.

The scope and depth of these 
requirements will vary by country. The 
US C-TPAT for instance is applicable to 
imports, while the EU AEO is applicable 
to both imports and exports. They will 
also vary according to the objective of the 
scheme. Some accreditation programmes 
are focused on security such as the US 
C-TPAT looking at security measures, but 
also business processes such as record 
keeping and data processing. Other 
programmes such as the EU AEO or 
China AA include customs, trade and tax 
compliance, financial activity and staff 
training. 

To grant the accreditation, customs will 
audit the business to ensure that the set of 
requirements are met. 

Companies with several business 
entities in different countries might have to 
apply and manage various accreditations. 
However, most customs authorities have 
started a process of mutual recognition 
of their various schemes. Singapore and 
Korea, for instance, have signed a mutual 
recognition agreement. 

It is likely that companies with 
international ambitions will, at some 
point, join one or even several accreditation 
programmes.      

Catherine Truel is the Europe correspondent 
of Supply Chain Asia magazine. Please 
email your customs queries to Catherine at  
ctruel@intltradeinstrument.com

“If  the accreditation delivers 
a faster clearance compared to 
the standard clearance time, then 
the scheme could prove to be a 
competitive advantage.” 

By Catherine Truel
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indiCators

Global commodity prices
 Annual averages Quarterly averages Monthly averages
  Jan-Dec Jan-Dec Jan-Aug Apr-Jun Jul-Sep Oct-Dec Jan-Mar Apr-Jun Jun Jul Aug
Commodity Unit 2008 2009 2010 2009 2009 2009 2010 2010 2010 2010 2010

energy
Coal,	Australia	 $/mt	 127.10	 71.84	 96.10	 66.48	 71.31	 77.66	 95.19	 99.49	 98.19	 95.15	 89.59
Crude	oil,	average	 $/bbl	 96.99	 61.76	 77.01	 59.19	 68.21	 75.50	 77.06	 78.18	 74.73	 74.58	 75.83
Crude	oil,	Brent	 $/bbl	 97.64	 61.86	 77.18	 59.13	 68.37	 74.97	 76.65	 78.69	 74.84	 74.74	 76.69
Crude	oil,	Dubai	 $/bbl	 93.78	 61.75	 76.04	 58.93	 68.07	 75.46	 75.86	 77.98	 73.98	 72.65	 74.18
Crude	oil,	West	Texas	Int.	 $/bbl	 99.56	 61.65	 77.82	 59.52	 68.21	 76.08	 78.67	 77.85	 75.35	 76.35	 76.60
Natural	gas	Index	 2000=100	 267.9	 153.5	 158.5	 142.9	 123.3	 149.4	 170.3	 147.5	 155.0	 156.9	 157.8
Natural	gas,	Europe	 $/mmbtu	 13.41	 8.71	 8.19	 8.18	 6.91	 7.81	 8.84	 7.51	 7.74	 8.04	 8.45
Natural	gas,	US	 $/mmbtu	 8.86	 3.95	 4.67	 3.70	 3.17	 4.36	 5.15	 4.32	 4.79	 4.63	 4.31
Natural	gas	LNG,	Japan	 $/mmbtu	 12.53	 8.94	 10.80	 7.60	 7.91	 9.33	 10.32	 10.95	 10.48	 11.10	 11.50

Non energy
Agriculture beverages
Cocoa	 ¢/kg	 257.7	 288.9	 322.9	 257.9	 296.4	 341.8	 329.7	 321.0	 323.1	 322.2	 309.1
Coffee,	Arabica	 ¢/kg	 308.2	 317.1	 393.9	 320.2	 322.7	 341.7	 353.7	 392.0	 420.9	 448.0	 466.5
Coffee,	robusta	 ¢/kg	 232.1	 164.4	 163.2	 165.3	 160.1	 156.4	 150.8	 161.0	 169.6	 188.0	 182.3
Tea,	auctions	(3)	average	 ¢/kg	 242.0	 272.4	 281.4	 266.1	 303.6	 301.9	 279.0	 276.4	 271.8	 286.4	 299.0
Tea,	Colombo	auctions	 ¢/kg	 278.9	 313.7	 322.7	 299.1	 356.1	 338.0	 335.1	 316.2	 300.1	 304.5	 322.9
Tea,	Kolkata	auctions	 ¢/kg	 225.5	 251.5	 264.3	 271.3	 273.0	 284.4	 215.8	 274.0	 291.8	 323.3	 321.9
Tea,	Mombasa	auctions	 ¢/kg	 221.8	 252.0	 257.3	 228.0	 281.7	 283.2	 286.1	 238.9	 223.5	 231.5	 252.0

Food
Fats and oils
Coconut	oil	 $/mt	 1,224	 725	 945	 779	 711	 734	 834	 955	 993	 1,031	 1,161
Copra	 $/mt	 816	 480	 629	 513	 469	 491	 557	 634	 651	 689	 772
Groundnut	oil	 $/mt	 2,131	 1,184	 1,332	 1,166	 1,133	 1,152	 1,359	 1,352	 1,342	 1,300	 1,225
Palm	oil	 $/mt	 949	 683	 821	 743	 679	 732	 808	 813	 798	 807	 901
Palmkernel	oil	 $/mt	 1,130	 700	 1,011	 763	 700	 761	 922	 1,034	 1,051	 1,059	 1,161
Soybean	meal	 $/mt	 424	 408	 359	 424	 431	 412	 369	 342	 338	 356	 383
Soybean	oil	 $/mt	 1,258	 849	 911	 863	 856	 921	 917	 876	 859	 907	 1,002
Soybeans	 $/mt	 523	 437	 420	 461	 454	 439	 417	 409	 408	 429	 457

Grains
Barley	 $/mt	 200.5	 128.3	 148.6	 129.5	 122.0	 145.5	 143.6	 146.9	 145.9	 156.4	 161.2
Maize	 $/mt	 223.1	 165.5	 162.6	 176.0	 151.3	 167.8	 162.7	 157.7	 152.7	 163.8	 175.6
Rice,	Thailand,	5%	 $/mt	 650.2	 555.0	 482.2	 552.4	 539.0	 542.3	 535.3	 452.4	 440.0	 441.8	 452.8
Rice,	Thailand,	25%	 $/mt	 n.a.	 458.1	 429.5	 458.7	 441.4	 462.8	 477.0	 399.1	 392.0	 395.6	 412.0
Rice, Thailand, 35% $/mt n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Rice,Thai,	A.1	 $/mt	 482.3	 326.4	 365.3	 326.3	 309.7	 346.1	 400.7	 333.8	 329.5	 349.8	 369.0
Sorghum	 $/mt	 207.8	 151.1	 146.8	 155.8	 139.3	 163.8	 156.9	 142.6	 131.0	 132.4	 143.4
Wheat,	Canada	 $/mt	 454.6	 300.5	 279.1	 325.6	 271.2	 283.4	 279.0	 260.9	 261.3	 287.5	 326.0
Wheat,	US,	HRW	 $/mt	 326.0	 224.1	 195.1	 250.5	 208.8	 205.4	 195.4	 177.4	 157.7	 195.8	 246.2
Wheat,	US	SRW	 $/mt	 271.5	 186.0	 203.1	 195.6	 165.2	 195.6	 193.5	 186.9	 182.6	 222.3	 261.6
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other Food
Bananas	EU	 $/mt	 1,188	 1,145	 994	 1,288	 1,118	 1,032	 1,014	 1,029	 1,037	 959	 865
Bananas	US	 $/mt	 844	 847	 852	 858	 826	 813	 781	 862	 962	 985	 899
Fishmeal	 $/mt	 1,133	 1,230	 1,719	 1,097	 1,276	 1,535	 1,660	 1,814	 1,747	 1,715	 1,616
Meat,	beef	 ¢/kg	 313.8	 263.6	 328.4	 262.8	 273.2	 273.5	 314.2	 342.4	 319.7	 321.0	 336.5
Meat,	chicken	 ¢/kg	 169.6	 171.7	 171.6	 174.1	 173.9	 165.1	 167.2	 173.0	 174.7	 176.1	 176.0
Meat,	sheep	 ¢/kg	 458.5	 427.6	 474.3	 428.7	 453.3	 450.1	 447.6	 486.8	 520.1	 462.3	 528.3
Oranges	 $/mt	 1,107	 909	 1,088	 870	 861	 1,107	 1,009	 1,084	 1,201	 1,302	 1,127
Shrimp,	Mexico	 ¢/kg	 1,069	 945	 874	 970	 970	 864	 827	 945	 n.a.	 n.a.	 n.a.
Sugar	EU	 ¢/kg	 69.69	 52.44	 44.14	 53.76	 55.43	 49.11	 46.38	 42.66	 40.91	 42.77	 43.21
Sugar	US	 ¢/kg	 46.86	 54.88	 76.53	 47.89	 57.31	 70.48	 84.31	 69.62	 72.37	 73.28	 77.17
Sugar,	world	 ¢/kg	 28.21	 40.00	 42.43	 33.89	 46.98	 50.29	 51.82	 34.93	 35.01	 38.49	 40.71

raw Materials
Timber
Logs,	Cameroon	 $/cum	 526.9	 421.5	 420.6	 394.8	 414.9	 449.5	 431.4	 408.0	 390.8	 421.4	 425.6
Logs,	Malaysia	 $/cum	 292.3	 287.2	 261.4	 284.5	 279.6	 271.1	 253.6	 253.5	 260.8	 274.9	 294.7
Plywood	 ¢/sheets	 645.5	 564.6	 564.0	 565.8	 561.5	 558.4	 557.2	 566.3	 567.5	 569.7	 571.8
Sawnwood,	Cameroon	 $/cum	 958.3	 748.9	 797.7	 721.2	 779.0	 806.3	 804.1	 787.1	 770.4	 794.5	 813.7
Sawnwood,	Malaysia	 $/cum	 889.1	 805.5	 828.1	 829.7	 771.4	 807.4	 787.8	 832.6	 841.1	 871.2	 892.2
Woodpulp	 $/mt	 820.2	 614.6	 849.7	 550.0	 627.7	 715.6	 780.9	 875.5	 896.9	 914.2	 914.0

other raw Materials
Cotton	A	Index	 ¢/kg	 157.4	 138.2	 189.9	 132.4	 141.9	 157.7	 178.8	 199.3	 205.1	 185.5	 199.2
Cotton	Memphis	 ¢/kg	 161.3	 145.3	 191.9	 137.5	 148.8	 172.4	 183.6	 200.1	 202.7	 n.a.	 n.a.
Rubber	RSS1,	US	 ¢/kg	 284.1	 214.6	 360.8	 187.0	 221.0	 284.7	 345.2	 381.5	 371.0	 349.7	 356.5
Rubber	RSS3,	SGP	 ¢/kg	 258.6	 192.1	 341.6	 166.4	 199.3	 256.5	 318.6	 372.7	 356.6	 327.4	 331.6

Metals and Minerals
Aluminum	 $/mt	 2,573	 1,665	 2,111	 1,485	 1,812	 2,003	 2,163	 2,096	 1,931	 1,988	 2,118
Copper	 $/mt	 6,956	 5,150	 7,100	 4,663	 5,859	 6,648	 7,232	 7,027	 6,499	 6,735	 7,284
Gold	 $/toz	 872	 973	 1,165	 922	 960	 1,102	 1,109	 1,196	 1,233	 1,193	 1,216
Iron	ore	 ¢/dmtu	 140.6	 101.0	 151.7	 101.0	 101.0	 101.0	 101.0	 167.0	 167.0	 205.0	 205.0
Lead	 ¢/kg	 209.1	 171.9	 205.3	 149.9	 192.8	 229.3	 222.1	 195.0	 170.4	 183.7	 207.5
Nickel	 $/mt	 21,111	 14,655	 21,029	 12,920	 17,700	 17,528	 19,959	 22,476	 19,389	 19,518	 21,413
Silver	 ¢/toz	 1,500	 1,469	 1,779	 1,376	 1,477	 1,760	 1,693	 1,838	 1,853	 1,794	 1,849
Steel	products	index	 2000=100	 289.3	 227.1	 227.5	 215.5	 210.8	 207.4	 211.5	 241.1	 242.1	 231.8	 230.4
Steel	cr	coilsheet	 $/mt	 966	 783	 798	 700	 700	 700	 725	 838	 850	 850	 850
Steel	hr	coilsheet	 $/mt	 883	 683	 698	 600	 600	 600	 625	 738	 750	 750	 750
Steel	rebar	 $/mt	 760	 486	 571	 450	 500	 522	 546	 621	 618	 540	 530
Steel	wire	rod	 $/mt	 1,010	 969	 740	 1,007	 857	 814	 751	 767	 755	 694	 670
Tin	 ¢/kg	 1,851	 1,357	 1,802	 1,351	 1,459	 1,517	 1,721	 1,786	 1,732	 1,819	 2,075
Zinc	 ¢/kg	 187.5	 165.5	 210.4	 147.3	 176.1	 221.4	 228.9	 202.6	 174.3	 184.4	 204.5

$ = US dollar  ¢ = US cent  bbl = barrel  cum = cubic metre  dmtu = Dry Metric Ton Unit kg = kilogram  
mmbtu = million British thermal units mt = metric ton  toz = troy oz  n.a. = not available  n.q. = no quotation  SGP = Singapore

 Annual averages Quarterly averages Monthly averages
  Jan-Dec Jan-Dec Jan-Aug Apr-Jun Jul-Sep Oct-Dec Jan-Mar Apr-Jun Jun Jul Aug
Commodity Unit 2008 2009 2010 2009 2009 2009 2010 2010 2010 2010 2010

Please contact the Editor for description of price series 

Source: World Bank 2010
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book reviews

By Turloch Mooney

John Gattorna is one of few modern 
business thinkers that can genuinely 
be called a supply chain thought 

leader. His dynamic alignment model for 
supply chains - first published in his 2005 
book Living Supply Chains (FT Prentice 
Hall) and shortlisted that year for the 
Financial Times Business Book of the Year - 
is groundbreaking in its originality and in its 
capacity to transform the competitiveness 
of modern organisations.  

His latest offering, Dynamic Supply 
Chains	–	Delivering Value Through People, 
deepens the core idea of the original work 
that people are at the heart of enterprise 
supply chains and should be the starting 

point for building and operating all modern 
supply chains. 

“The one thing I didn’t emphasise 
enough in the first book is that people 
change their minds,” says Gattorna. Hence 
the new title, with the word Dynamic 
to emphasise that supply chains are 
never static and that people are prone to 
changing their minds. 

Gattorna admits he would have liked 
to alter the title even further, but went 
against this instinct to avoid adding to 
the jargon that supply chain management 
is all too famous for. But he still thinks  
‘supply chain’ is: “a horribly restrictive 
expression”. 

“My choice would be ‘Value Networks,’ 
which beautifully encompasses everything 
we want included - supply-side supply 
chains, demand-side supply chains, and 
the fact that enterprises have many supply 
chains flowing through them.” 

Connecting the supply side 
The new book certainly extends the value 
creation and transformational capacity of 
the original dynamic alignment model. 
For instance, it applies the central idea of 
customer segmentation based on dominant 
patterns of behaviour to the supply side. 
The idea is for organisations to understand 
the competencies of their supply base to 
an extent to which it can be used like a 
portfolio. 

There is also more on organisational 
design, something Gattorna believes 
to be flawed in the majority of modern 
organisations. The book includes living 
examples of organisational design that 
enable effective supply chains. Zara, Icon 

Dynamic Supply Chains – Delivering 
Value Through People
(FT Prentice Hall 2010)

Dr John Gattorna

Dynamic mission

and Li & Fung are all shown to be on the 
right track, and Adidas is noted one to 
watch. At the UEFA European Football 
Championship	 in	 2004,	 Adidas	 put	 in	
place a more responsive organisational 
structure that allowed delivery of 35,000 
Greece replica shirts within 20 days of 
Greece’s unexpected win of the Cup final. 

Changing times 
Things have changed since Living Supply 
Chains was first published in 2005. At 
that time, supply chain was more about 
IT systems for logistics than much else, 
a misconception that has been a great 
source of frustration for Gattorna. When 
his publisher sent Living Supply Chains 
to its US subsidiary it was reviewed by 
a professor at Wharton who refused to 
greenlight the book for publication in 
the US. “They couldn’t figure out if it 
was a book about marketing, logistics or 
leadership,” says Gattorna. 

The point, of course, is that it is 
about all of those things. This is better 
understood these days and there is a 
credit from celebrated Wharton professor 
of marketing Yoram (Jerry) Wind on the 
sleeve of the new edition (Wind knows a 
thing or two about supply chains too - he 
co-authored Competing in a Flat World with 
Victor and William Fung). 

Meanwhile, recognition of the 
importance of supply chain management 
is growing the world over and Gattorna’s 
thinking is being applied in various forms 
at a host of organisations - from global 
businesses to universities to hospitals. But 
for him, nonetheless, the dynamic mission 
continues.     

ISBN 978-0-273-73040-8

9 780273 730408

MANAGEMENT

Visit our website at
www.pearson-books.com

Visit our website at
www.pearson-books.com

HOW TO GROW YOUR BUSINESS WITH 
DYNAMIC SUPPLY CHAINS
Supply chains are at the heart of competitive advantage 
in business today. If you manage your supply chains 
successfully, you will be able to deliver your products 
and services to your customers in a smart, cost-
effective way. And the key to successful supply chain 
management is recognizing that supply chains are so 
much more than warehouses, transport and technology. 
In fact it’s people who really drive the dynamic supply 
chains that are at the heart of your business.To make 
the most of them and deliver what your customers 
want, when they want it, you need John Gattorna’s new 
dynamic alignment model. 

This new edition of Dynamic Supply Chains, formerly 
called Living Supply Chains:

• Goes beyond logistics, operations and procurement to 
include the real drivers of dynamic supply chains - the 
people who run them

• Is updated to include the impact of the recession

• Has five new chapters, including chapters on creating 
appropriately aligned strategies; new and efficient 
organization designs; and the ‘forgotten half of the 
equation’ - supply-side supply chains

• Shows how you and the whole leadership team can 
drive the activity necessary to create a truly customer-
focused business

• Includes diagnostic tools to help you assess how 
aligned your business and supply chains are with your 
markets and customers

DYNAMIC SUPPLY CHAINS ARE AT THE HEART OF 
YOUR BUSINESS. YOU NEED TO GET THEM RIGHT.
Are your supply chains equipped to compete for a faster, more flexible future? 
Supply chains are not just part of your business: in many ways they are your 
business. They are made up of living, active, people, and to really get supply chains 
right you need to capture the dynamism that people can bring to the flow of goods 
and services, both inside and outside your business. In Dynamic Supply Chains, 
renowned international expert John Gattorna gives you a practical and effective 
new model for supply chains that will help you get closer to your customers and 
suppliers, and set your business on a new path to growth.

‘This book will help companies move quickly from crisis mode to growth mode.’
 Roger Crook, CEO, DHL Express Americas, USA

‘A must-read, not only for supply chain managers but for every senior executive  
 from the C-suite down. This book is terrific.’Yoram (Jerry) Wind, The  Lauder  
 Professor of Marketing, The Wharton School, University of Pennsylvania, USA

‘My best ever read on the topic.’
 Shekar Natarajan, Director of Supply Chain, Pepsi Bottling Group, USA

‘John Gattorna is one of the global thought leaders in supply chain management.’
 Paul W. I. Bradley, Chairman and CEO, Caprica International, Singapore

John Gattorna has been 
working in and around 
corporate logistics 
networks and supply 
chains for over two 
decades. In the late 80s, 
disenchanted with the 
lack of predictive power 
in the logistics theories 
and practices of the day, 
he set out to find a new 
business model that 
would better inform the 
design and operation of 

enterprise supply chains. And he succeeded. It has taken a 
lot of field work to uncover the secret sauce he was looking 
for, but the results of this journey are fully documented in 
this, his latest book.

Those familiar with John’s work freely acknowledge that he is 
one of the most influential contemporary ‘thought leaders’ 
working in the supply chain domain. Indeed, many of the best 
global companies have already begun to adopt his ‘dynamic 
alignment’ model, with significant positive results: a doubling 
of margins; big increases in sales revenue through increased 
customer satisfaction; and lower cost-to-serve across the 
board as a result of identifying and eliminating unnecessary 
over-servicing. 

John’s books have been translated into Chinese, Russian, 
Spanish, Portuguese, and Italian. Apart from being a prolific 
writer on the subject, John teaches at several universities 
around the world, speaks regularly at international 
conferences, and advises boards and the C-suite of several 
multi-national companies on how to apply alignment 
principles to their businesses.

John lives in Sydney, Australia, is married, and has two sons 
and four grandchildren.

Previous books by the author

Living Supply Chains, First edition, 2006, Financial Times 
Prentice Hall.
Dynamic Supply Chain Alignment, 2009, Gower.
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In todays, hypercompetitive 
world of flat earth and 24 hour 
super –connected supply 
chains, this book is the source 
of next competitive advantage 
in Supply Chain and 
Information Technology. 
Global Multinationals and 













Global Multinationals and 
information technology 
companies cannot afford to be 
ignorant of what is coming 
around the corner.












