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editor’s view

The real threat of
obsolescence
The spectre of obsolescence in the shipping
industry is now a very real threat. For me
the arrival of the so-called eco-ships and
the potential demise of a huge swathe of
the merchant fleet has become one of the
biggest stories of the year.
In October I chaired an Eco-Dollars
Business Breakfast at the Fullerton Hotel
in Singapore. Sponsored by Ideocean and
Lloyd’s Register, the event created plenty
of debate.
Shaj Thayil, a vice president at
Singapore’s Neptune Orient Lines, which
runs boxline APL, got the ball rolling,
noting: “Certain segments have to scrap
or change – that is inevitable, it is simple
maths. Fuel prices have increased 153%
since January 2009 and there is no
indication of change. Older ships are no
longer competitive and will have to move
from the trading place.”
Manish Singh, group managing director
of Ideocean Holdings, maintained: “The
supply situation will dictate matters. There

Supporting Organisations
American Society of Transportation and Logistics (ASTL)
China Federation of Logistics & Purchasing (CFLP)

will also be a faster rate of technological
obsolescence.”
“The market will dictate a lot of these
things because if there is a shortage of
tonnage then the eco debate is less relevant
where as if the overcapacity remains then
ships will have to be scrapped,” said Iain
Wilson, regional marine manager for Lloyd’s
Register Asia.
Noël Jelsma from Eniram, a firm
specialising in providing tools for ships to
reduce fuel bills, commented: “The sectors
that have seen the most rapid uptake of eco
technology are those ones in the public eye,
the cruise sector and the container industry.
It will be driven by economics. We use the
term green and we use the term eco all the
time but I think in this sense eco is for
economics and not ecology. It is the money
that drives all this.”
LR’s Wilson maintained slow take up
was down to the regulatory environment,
with shipowners not investing until they
had to. “People will not invest in something
that does not pay back and the majority of
shipowners will hang back until they have
to, thanks to the regulatory environment,”
he said.
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president’s Message

Onwards and upwards
Time flies when you are enjoying what you
are doing. The same applies to the team at
Supply Chain Asia. While we continue our
mission to connect this community here
in Asia, we are aware of the massive task
at hand and make sure that the team also
enjoys the journey along the way.
2012 will always be remembered as the
year Supply Chain Asia transformed itself
from a personal hobby into a professional,
not-for-profit industry body. With our
dual missions of Knowledge Expansion
and Talents Development, we are gearing
ourselves up for greater challenges in 2013

and beyond.
With the conclusion of our annual
awards celebration, 2013 will witness the
complete SCA team coming together and
headquartered in Singapore. A new editor
will be coming on board in January 2013
and we will also be embarking on revamping
our masthead and contents structure. The
focus is clear – we want to ensure that we
remain relevant for a wide spectrum of the
supply chain and logistics community and
not lose focus on our objectives of creating
platforms for open sharing and deliberation
of issues, challenges and opportunities in
the industry.
We are also planning more networking
events and activities across various cities
in Asia. While Singapore remains our base
in formulating initiatives, we also hope
to expand our reach to other countries
and cities to reach out and support the
development of supply chain professionals.
In 2013, we will be launching several
new initiatives, such as the Annual State of
Supply Chain in Asia report, the Who’s Who of
Supply Chain in Asia directory and hosting our

first Asia Pacific Supply Chain Management
Competition for tertiary students in Asia
in the annual Supply Chain Asia Forum,
which will be held 3-5 September 2013
in Singapore.
We remain hopeful that our efforts to
connect this dynamic community will be
rewarded with members’ ease of reaching
out to each other and gain wider access to
knowledge that can enhance their personal
or corporate development. We also seek the
support of the community in assisting us to
raise funds by joining us as Professional or
Corporate Members. With the right level of
funding, we are confident that we can do
more for the professionals in our industry.
Thank you all for your kind and
encouraging support and we look forward
to another year of excitement in 2013.

Paul Lim
Founder/President, Supply Chain Asia
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Bottlenecks choking prospects
Indonesia’s economy causes much
excitement but its infrastructure
remains a shame
Indonesia’s 240m people are attracting
foreign companies in search of consumers
and export potential, but the weak state of
national infrastructure makes logistics a
critical road block to advancement.
For example, Unilever plans to hire
600 workers and invest $150m in northern
Sumatra’s Sei Mangkei special zone, 1,335
km northwest of Jakarta, where its plant
will make chemicals in soap and cosmetics.
However, today, only a single road
goes through plantations from the site of
Unilever’s projected factory to a port on the

We design
supply chain
solutions…
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involving every
supplier, every
customer…
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coast in western Indonesia, which is too
small to handle chemicals the company
wants to ship out.
The need for good harbours, roads
and railways has become acute for further
development. Without them domestic
shipping costs are too high and berths
too shallow for bigger vessels to make
direct calls, thus necessitating smaller
feeder ships to take goods to larger
terminals, typically in Singapore. All of
which undermines competitiveness.
Acknowledging this weakness
Indonesian President Susilo Bambang
Yudhoyono said the government plans to
spend $12bn on ports by 2025, supporting
special economic zones in the nation of

and every other
supply chain
partner…

more than 17,000 islands. He outlined
plans for six economic corridors as well as
the special economic zones from mining
to the tourism.
Said World Bank trade specialist
H e n r y S a n d e e : “ Tr a d e b e t w e e n
islands can take place at low cost
only when ports function well.”
Deputy trade minister Bayu Krisnamurthi
admitted: “The expansion of this port is
very urgent. If we don’t do it now, we’ll face
difficulty later.”
Meanwhile, Unilever’s country
manager Sancoyo Antarikso was honest
in his appraisal of the situation. “We’re
committed to the investment. But we
need government to build infrastructure,”
he said.
Five of Indonesia’s six major container
ports are operating above capacity,
reducing efficiency and raising logistics

then
quantify the
value…

execute
the
plan…

lease the
space, staff
the facilities…
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“

Trade between islands can take place at low cost only when
ports function well

”

costs, according to Michael Lund Hansen,
Asia Pacific director for APM Terminals.
Only ships of the 6,500 teu class
can get in and out of the biggest berth
in the country at Tanjung Priok, thus
denying entry to ships double that size
that now ply Asia-Europe trade lanes.
Indonesia placed 59th out of 155
economies in the World Bank’s Logistics
Performance Index for 2012, up from 75th
in 2010. But it still falls behind India, the
Philippines and Vietnam.

Alluring potential
The world’s largest Muslim nation is rapidly
being bandied about as one of the next wave
of nations to go ballistic in GDP growth terms
– part of the BRIC 2.0 brigade, as such.

and deliver on
time every day...

from end
to end.

By 2030, Indonesia is expected to generate
$1.8trn in annual sales for agriculture,
consumer and energy companies, according
to McKinsey & Co consultants. Rival
research firm Euromonitor International
sees 31.1m households with annual
disposable incomes of $10,000
by 2020, up from 13.7m in 2011.
Singapore-based Barclays analyst
Wellian Wiranto noted: “Everyone’s
looking for buyers of last resort, and
there just happens to be over 200m in
Indonesia who continue to snap things
up from motor cars to bars of soap.”
Boston-based consultants Fast Market
Research are similarly bullish on Indonesian
prospects.
“Everything shows that the country’s
domestic economy remains healthy, with
consumer spending looking solid and

That’s
about it.

In a nutshell.

Negotiating Jakarta’s roads requires
patience

investment also performing well as the
government and the private sector begin to
tackle the often postponed need to expand
and update infrastructure,” the company
noted in a recent report.
As with many others however the
American consultants warned: ‘We
continue to think that the key to
sustainable growth is investment in port
infrastructure, including road and rail
links in the hinterland areas.”

Not a weak
link in the
chain
These are the faces of UTi. They
represent just a few of the thousands
of professionals in over 60 countries,
in every major market and industry
vertical, delivering client-centric
supply chain services and solutions
to our clients. Our people collaborate
with our clients to deliver value
to their businesses, competitive
advantage to their supply chains, and
the assurance they need, knowing that
on our team, there’s never a weak link.
To view our Team UTi videos and
find out more about how we can
strengthen your supply chain, visit
www.go2uti.com/videos.
Supply Chain Asia November/December 2012
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Our expertise isn’t just
based on desk research

Green hub
French outfit SDV opens arguably Asia’s most
environmentally friendly supply chain facility in
Singapore
Singapore is arguably Asia’s greenest city, something immediately
apparent to the first time visitor as the taxi departs the airport into
the city centre along tree and flower-lined highways. Now, French
logistics firm has put its money where its mouth is, operating a
brand new eco-friendly warehouse in the Lion Republic that can
lay claim to being among the greenest in Asia, if not the world.
Opened in August at a cost of S$55m, the SDV Green Hub is a
four-storey ramp-up warehouse located in the west of Singapore,
which also includes nine floors of production and office space.
“The purpose of this 42,000 sq m investment is twofold: first to
consolidate and support our customers’ growth in the luxury retail
market for the years to come, and second to build and operate this
facility in a way that would meet both our and the clients’ values
in terms of sustainable development,” said Yves Laforgue, former
managing director of SDV in Singapore who was in charge of this
project from the outset.
The hub is fully in line with the ‘Save Program’, SDV’s
environmental customer solution, in which one of its key aims is
to design eco-solutions to reduce CO emissions.

“

It meets both our and the clients’ values in
terms of sustainable development

”

This innovative warehouse has targeted the highest green
certifications. In March 2012, it became the first one to be Green
Mark Platinum certified in Singapore, an accreditation delivered
by the local Building & Construction Authority (BCA). It is also the
largest logistics centre in Asia to obtain the LEED Gold certification.
Standing for Leadership in Energy and Environmental Design,
LEED is an internationally recognised green building certification
developed by the US Green Building Council.
With these accreditations it is no surprise that the site follows
stringent specifications and construction practices. It is in
conformity with a scope of materials and equipment that are ecofriendly - either in the products used for their construction, or in
energy savings generated.
SDV’s green intentions in the Lion Republic were underlined
in April when it signed up to a charter launched by the French
Chamber of Commerce in Singapore (FCCS), committing it to
sharing corporate social responsibility (CSR) expertise with other
companies in the region.
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maritime

Social media
use in shipping
catches on
Maritime and offshore
e-marketplace ShipServ’s
2012 Internet and Social
Media Use in Shipping Survey
shows that the industry,
arguably one of the slowest to
fully embrace the internet, is
becoming more savvy with the
World Wide Web.
The third annual survey
looks at digital use in the
shipping industry amongst
leading shipowners,
shipmanagers and major
suppliers with the aim of
building an understanding
of how trends in businessto-business e-commerce and
social media are impacting the
maritime sector.
The results of this year’s
survey show a continued general
trend to increased internet

10

activity through e-commerce
with over 25% of companies
surveyed now completing all
their purchasing activity – both
sourcing and buying – over the
internet – an increase of 10%
from 2011.
But a lack of understanding
still exists about the use of
the internet in the shipping
industry and alarmingly over
40% of companies are not
measuring the success of their
activity in either an online or
offline capacity.
The use of social media
platforms continues to grow
with over 50% respondents
increasing their use in the
last 12 months, but a quarter
of respondents surveyed said
they currently didn’t use social
media in a business capacity.

Supply Chain Asia November/December 2012

LinkedIn is the most
popular social media platform
for shipping companies
and suppliers with 65% of
respondents having a company
profile, 45% of respondents
said senior management had
little or no interest in social
media.
Mark Warner, business
d e v e l o p m e n t d i r e c t o r,
ShipServ, said: “The use of the
internet as a business tool to
either advertise, source or buy
maritime products and services
has continued to grow as more
companies become more
familiar with using online as a
purchasing medium. However,
it is noticeable from the survey
that not all companies are
actually measuring this activity,

which seems bizarre given that
analytical tools such as web
analytics and purpose built
dashboards such as ShipServ’s
Supplier Insight Report can
provide real insight into actual
return on investment.”
On the growth of social
media Warner added: “In past
surveys, social media has often
been described as a ‘waste of
time’ but the last year has seen
a real shift in opinion and this
has been helped by noticeable
campaigns by leading shipping
companies such as Maersk and
Teekay. However, there are still
sceptics over the usefulness
of social media in the industry
and this is highlighted by a
lack of support from senior
management.”

Growth of budget airlines
forces Pelni to modify ships
With customers increasingly choosing air travel over ships
in Indonesia, state-run PT Pelni has decided to modify
its ships so that they can carry containers as well as
passengers.
The move is a reaction to the ever increasing volume
of budget air carriers operating across the archipelago.
Three ships - Sinabung,
Lawit and Tatamailau – will
be modified in 2013 while its
largest ship, Gobonsolo, has
already been modified and
another large one, Ciremai, is
finishing up at a shipyard at
the moment.
Pelni operates 31 ships
at present. There are plans also to convert some ships so
that they can carry passengers, containers and livestock.
The company has set a target to book Rp2.2trn
(US$229m) in revenue this year, up from Rp 1.9trn last
year.

An opportunity to save money
so big, you can see it from space
London Gateway is located closer to the UK’s major
population centres so shippers can get closer to
their destination and reduce inland transport costs.

Britain’s new deep-sea port will serve the world’s largest ships closer to London
and within the heart of the South East. The port is also strategically situated
closer to the Midlands and the North than other competing ports, providing a
unique opportunity to improve supply chains.
With one million square metres of logistics park on-site, excellent road and rail
connections, combined with the most advanced port technology, shipping to
Britain is about to get more reliable and cost effective.
Ensure London Gateway is on your Bills of Lading and take advantage of an
opportunity so big you can see it from space.

Ship Closer. Save Money.
www.LondonGateway.com

air cargo

Indonesian carrier
spins off cargo division
Garuda Indonesia, the flag carrier of
the world’s largest Muslim nation, is
going to separate its cargo division into
an independent subsidiary next year to
better serve the country’s rising air cargo
market. In April this year, the airline
has just expanded its cargo terminal at
Soekarno-Hatta International Airport with
an investment of Rp 5bn (US$520,800).
The carrier will establish a new
subsidiary PT Garuda Indonesia Cargo to
handle its cargo business.
“We see a lot of opportunity to grow in
the cargo sector and we will also collaborate
with domestic and global forwarders to
expand our business,” said Rajendra
Kartawiria, Vice President of Cargo at
Garuda Indonesia.
During the first nine months of 2012,
Garuda has seen a year-on-year growth
of 12% in cargo to 160,000 tons with
revenues from the cargo business growing
by 12.2% to US$154m during the same
period.
“We are committed to providing a
quality, competitive performance.
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Quality standards for the supply chain,
improvement in the efficiency of the air
cargo and customer services are the keys
to win the market,” Rajendra Kartawiria
added.
Comparatively the fast growing
economy of Indonesia remains one of the
least tapped markets in Asia Pacific by air
cargo players, research by Supply Chain
Asia has shown.

HNA buys into
French carrier
Hainan Airlines Group (HNA), the largest
privately-owned Chinese airline, has
acquired a 48% stake in French airline
Aigle Azur, becoming the carrier’s secondlargest shareholder following the GoFast
Group. Aigle Azur’s operations include
passenger, charter, cargo and wet lease.
One month earlier, HNA launched
Africa World Airlines, an airline partly

invested by HNA and the China-Africa
Development Fund.
According to the agreement, Aigle
Azur will form a five-member executive
committee as its top management body,
with the HNA Group claiming two seats.
Meanwhile, the HNA Group will be allowed
to appoint one executive member to
become the French carrier’s vice president.
It may also designate a deputy financial
officer for Aigle Azur.   HNA will form
a network connecting Asia, Europe and
Africa with Aigle Azur which is also
planning to open routes between Paris
and Beijing.  Tan Xiangdong, a member of
HNA’s board of directors, said the move is
a “significant milestone” for HNA.

Dalian Airport
launches new
cargo terminal
Dalian Airport launched its new domestic
cargo terminal on October 15, with a new
international cargo terminal also under
construction set to be completed by May
next year.
As the capacity of the old cargo
terminal has almost been saturated, the
Dalian government invested a total of
RMB630m (US$101.2m) to build a new
domestic cargo terminal which has tripled
the current annual capacity to 120,000
tonnes and renovate and expand the old
cargo terminal to a new international cargo
terminal. The total area of the two terminals
will reach 122,300 sq m.
Currently there are four freighters
from China Postal Airlines and SF Airlines
operating 46 cargo flights per week at
Dalian airport, “In the near future, Dalian
airport will keep developing the air cargo
market by bringing in an air cargo operator
to establish a base here and add more cargo
flights to Japan and Korea,” said an official
from Dalian Airport.

Fast beats slow
Effective warehouse design means short routes for goods and
staff. Using containers in conjunction with intelligent conveyor
systems speed up and optimise logistics operations. We show
you how to become fast, flexible and efficient. Contact us, we will
gladly advise you.

P: +65/6863 0168 · E: regionalmktg@ssi-schaefer.sg · www.ssi-schaefer-asia.com

feature – Hong Kong

Supply chain credentials
showcased

The recent Asian Logistics and Maritime Conference was a
chance for the Special Administrative Region to highlight its
strengths. Sam Chambers reports

T

he SAR’s Financial Secretary, John Tsang, speaking at the
Asian Logistics and Maritime Conference in November, put
up a strong argument for the city’s supply chain strengths.
“Hong Kong is well placed to facilitate the myriad of supply
chains and the growing consumption markets in Asia,” Tsang said.
He noted how the value share of Asian imports and exports in
world merchandise trade increased from 25.5% in 2001 to 32.5%
last year. China’s share alone expanded from 4%, during the same
period, to 9.9% over the past decade.
“In short,” Tsang said, “more goods are flowing into, out
of, as well as within Asia, not just in absolute terms but also in
relative terms. This reflects both the rising consumption power of
Asian economies as well as the changing production patterns in
a globalised world, particularly the application of supply chains
management. Today, sourcing, manufacturing and distribution are
constantly reconfigured to take advantage of lower costs and to
serve promising markets.”
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Tsang detailed some of the ongoing works at the port. Dredging
works at the Kwai Tsing container terminals basin are due for
completion by 2016.This will accommodate the increasing
draughts of ultra-large container ships. Also, a feasibility study
on developing a tenth container terminal is under way. And
construction has begun on the 29-km Hong Kong-Zhuhai-Macao
Bridge.
“When completed in 2016,” Tsang said, “the bridge will extend
our cargo catchment area to the entire western part of the Pearl
River Delta region.”
In the Logistics Performance Index published by the World
Bank in May this year, Hong Kong ranked second among 155
economies.
The Asian Logistics and Maritime Conference, organised by
the Hong Kong Trade Development Council, had around 1,000
delegates attending and shows the local government’s belated
efforts to champion its natural supply chain strengths.

feature – Hong Kong

“

Hong Kong has
surpassed New York and
London to claim the title
of the largest wine auction
centre in the world

”

In vino veritas
Hong Kong is touting itself as a wine hub. At a
recent conference, Secretary for Commerce and
Economic Development Gregory So highlighted
why the former British colony has what it takes to
quench Asia’s thirst for grapes. Excerpts below

H

ong Kong’s wine story started long ago. While Hong Kong
was founded as a free port, a few commodities would be
subject to import duties, wine being one since 1907.
As the script would unfold, we cut the hefty duty rate of 80%
by half in 2007 and completely abolished it in 2008, ushering in
a totally new scene.
The government has since played an active role of a producer,
pulling together a range of supportive measures. Prime examples
are the world’s first accreditation scheme for wine storage facilities,
as well as a collaborative customs facilitation scheme between
Hong Kong and the Mainland for wine re-exports due north.
More and more characters have come into play since the
abolition of the wine duty. Nearly 700 new companies relating
to wine have been established up to end 2011. Many find
conventional roles as traders and logistics operators.
Total wine imports into Hong Kong increased from about US$370m
in 2008, to US$1.2bn in 2011. This meant an increase of over 240%.
Hong Kong has already secured a leading role on the stage of the
wine world.
Hong Kong has surpassed New York and London to claim the
title of the largest wine auction centre in the world for the last

two years. In 2011, the total auction sales amounted to as much
as US$230m.
Asia will account for over half of the growth in wine
consumption in the world in the five-year period ending 2015,
according to the most recent report of the International Wine and
Spirit Research, or IWSR for short.
Where exactly do the opportunities lie in Asia? The IWSR report
points to the following places: Hong Kong, India, Japan, Mainland
China, Malaysia, the Philippines, Singapore, South Korea, Taiwan
and Thailand, where we are seeing relentless growth of the middle
class with a huge appetite for modern living following the Western
lifestyle, wine drinking and appreciation included.
The leader of the league is no surprise to anyone.
Just let me quote a few figures. Wine consumption in
Mainland China grew by 140% between 2006 and 2010.
That has placed China, including Hong Kong, as the fifth largest
consumption country in the world. There would be a further
increase of some 54% in Mainland China from 2011 to 2015.
Per capita wine consumption for the Mainland stood at less
than half a litre in 2010, compared with the world average of 7
litres meaning that a person on the Mainland only consumed 6%
of what an average person drinks.
Imported wines have become more and more popular on the
Mainland in the last five-year period. Compared with the opening
year of 2006, the volume of wines imported by the Mainland rose
by 2.5 times to over 28m litres in 2010. The proportion of imports
to the Mainland’s production grew to about 1:4.
Between 2006 and 2010, the per capita consumption of wine
of Hong Kong has grown by some 90% to 4.6 litres, and to 5 litres
in 2011. While this is still some distance to the sophistication
enjoyed overseas, we do have good experience to share with our
motherland along the same path we have trodden.
November/December 2012 Supply Chain Asia
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feature – Fashion

In vogue
Sam Chambers provides readers with a whistle-stop tour around the region to find the nations set to be
clothes manufacturing kings

I

n fashion parlance China is so passé when it comes to
by big brands such as Nike and Adidas surged 50% last year and
manufacturing these days. Garments remain the ultimate
are up 10 percent in the first nine months of 2012 to $3.4bn.
lowest common denominator when it comes to demographics
A World Trade Organisation member, Cambodia is perhaps
and wages. Simply put, garment industries work for as long as
Asia’s most open country to investors, allowing 100% foreign
a nation is poor.
ownership, easy repatriation of profits and a dollarised economy
Rising wages and shrinking export demand are forcing
that minimises currency risks.
manufacturers to relocate from China to neighbouring Southeast
Neighbour Vietnam, meanwhile, is now its second-largest
Asian nations and many that remain are seriously considering
apparel supplier to the tune of $7.2bn per year. Indonesia, having
moving.
stabilised after decades of strongman rule, is the third largest.
Nearly one-third of Chinese manufacturers of textiles,
Laos, which gained World Trade Organisation approval
garments, shoes and hats are now working with no profits and
on October 26, is rapidly being eyed as a major garment
have moved all, or part of their production, according to Beijing
manufacturer. The nation, with 6.4m citizens, should officially
government statistics.
join the WTO next year.
Favoured destinations are usually members of the Association
However, a labour shortage in Laos’ garment sector may
of Southeast Asian Nations, especially Vietnam, Indonesia and
prevent the country from meeting its goal of nearly tripling
Malaysia, but there are a host of others stitching their way up
clothing exports by 2015.
the ranks.
Garments are the single biggest manufactured export in Laos,
According to a survey by the Capital Business Credit, a
but according to an official from the country’s Garment Industry
US-based financial consultancy firm, 40% of major companies
Association, the sector will need to double its workforce to at least
interviewed said they have plans to move factories from China
60,000 to meet the target of $500m in exports in three years.
to other locations, including Vietnam, Pakistan, Bangladesh and
As of 2011, Laos was home to around 110 garment factories which
the Philippines.
This last destination, the
Philippines, is also struggling to
remain competitive amid the Asian
wage wars. Minimum wages in
the archipelago hover around the
$8-a-day mark. The Philippine
garment trade is being devoured by
Cambodia (minimum wage: $2 per
day), Vietnam ($2-$3 per day) and
Bangladesh, where some apparel
factories pay a little more than $1
for a day’s work.
The Philippines’ current
$1.2bn in clothing exports to the
US is now tripled by Cambodia.
In the last five years alone, the
Philippine garment industry’s
workforce has shed 400,000 jobs
and shrivelled to just 180,000
workers.
In Cambodia garment exports
Bangladesh is stealing a march on others to take China’s garment crown
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“

Bangladesh is clearly the preferred next
stop for the sourcing caravan

”

employ around 30,000 workers. Fifty of the factories were exportoriented and, in the first six months of 2012, shipped products
worth more than $85m with Germany and France the lead buyers.
Another Southeast Asian backwater coming to the attention of
the world’s clothing giants is Myanmar.
Just ahead of re-elected US president Barack Obama’s
historic mid-November trip to Myanmar the US lifted a nearly
decade-old ban on most imports from the formerly blacklisted
country.
The US move could bring major growth to Myanmar’s garment
industry, as the world’s largest economy was once the main buyer
of clothes made in the low-cost nation. Total US imports from
Myanmar hit a high of $470m in 2001.
Meanwhile, US garment brands such as H&M and JC Penney
have helped turn impoverished Bangladesh into America’s fifthlargest apparel supplier. Its minimum wage is among Asia’s
lowest: a mere $10.75 per week.
Bangladesh’s manufacturing prowess is very much focused
on the garment sector, which has grown into a multibillion-dollar
industry that employs 3.6m people and accounts for 78% of the
country’s exports.
“For many years, China was almost always the hands-down
answer to all buyers’ needs,” the consulting firm McKinsey noted
in a recent report. Now, Western wholesale buyers of garments
are looking for the “next China,” and Bangladesh “is clearly the
preferred next stop for the sourcing caravan.”
Bangladesh exported nearly $18bn worth of garments in the
12 months through June 2011, $10.5bn of that to the European
Union and $4.6bn to the United States, according to the
Bangladesh Garment Manufacturers and Exporters Association.
The total nearly doubled from four years earlier, and McKinsey
forecast that the garment industry would grow by as much as
9% a year over the next decade.
Last year Hong Kong trading company Li & Fung, which
sources for Walmart among others, bought $1bn worth of apparel
from manufacturers in Bangladesh, 41% more than in 2010.
Bangladesh overtook Vietnam and Indonesia in 2011 to become
the second-largest source of such products for Li & Fung, after
China.
But infrastructure bottlenecks and power cuts are substantial
“negatives,” Bruce Rockowitz, chief executive of Li & Fung, said
at a recent news conference in Hong Kong. Still, the company
intends to increase the business it does in Bangladesh. “The
prognosis,” Mr. Rockowitz said, “is good.” In vogue, he should
have said.

Made in Kyrgyzstan
‘Made in Kyrgyzstan’ is an unlikely label to see on the
inside of your collar, but one we might be seeing a lot
more in the future.
The landlocked nation with a population of under
6m people has seen its garments industry rocket of late.
Kyrgyz government statistics claim the manufacturing of
textiles and garments in the country grew by 49.5% in
2011 over the previous year.
Kyrgyzstan’s apparel industry employs between
150,000 and 300,000 workers – about 7 to 14% of the
country’s working population.
The industry is worth, officially, nearly $160m, or
2.7% of GDP. But the real value is likely double that. A
September 2011 study commissioned by the US Agency
for International Development estimated official statistics
undervalue the industry by 50%.
The industry’s success is down to a combination
of Kyrgyzstan’s geographic position, cheap labour, and
international trade agreements. Inexpensive textiles are
imported from neighbouring China and finished garments
are exported to markets across the former Soviet Union.
A vast majority of the exports, some studies say as high
as 95%, go to Russia.
A recent study published by Harvard Business School
describes Kyrgyzstan’s complicated tax regime as a
“barrier to formalisation” for the garment industry. The
May report found that though existing tax tiers favour
small companies, as soon as companies grow above 30
employees, they “immediately face higher payments
and a more cumbersome payment procedure.” That
discourages growth.
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promotional feature - History

75 years of know how
Germany’s SSI Schaefer has reached a key milestone. Over the following pages we
examine its presence in the region

W

hat started out in the humble rack supported warehouses built worldwide.
basement of a small German house in
With over 1,500 automated storage/retrieval
the town of Neunkirchen has grown systems (AS/RS) projects around the world,
over the past 75 years to become one of the SSI Schaefer offers tailor-made solutions for
world’s best known brands when it comes to the most diverse requirements. This alliance
logistics infrastructure. It was in 1937 that Fritz positions SSI Schaefer as a major supplier and
SSI Schaefer started manufacturing what was systems integrator for all types of automated
described in the local register as “a variety of warehousing and distribution systems, including
sheet metal goods”.These first products included AS/RS, conveyor integration, picking solutions,
transport containers, flues, troughs
software for shop floor control,
and kitchen panels.
sorter and pick to voice and
Fast-forward 75 years and
automated mixed case picking.
SSI Schaefer
the SSI Schaefer brand is now
The company is involved in all
synonymous with efficiency and
aspects of a project, from feasibility
offers tailor-made
excellence – and its footprint
studies and cost analyses to design,
solutions for
has spread well beyond the
engineering, project management,
the most diverse
sleepy town of Neunkirchen to
construction supervision, afterencompass every corner of the
sales service, and maintenance.
requirements.
globe, including Asia-Pacific where
Regardless of size or complexity,
it first established a presence back
each installation is customised
in 1984. And yet the family values that were to its specific application and engineered for
imbued in the founding of the firm remain as future growth.
relevant today as they did in the 1930s.
SSI Schaefer products are used everywhere;
Today SSI Schaefer is a market leader in the in trade and industry, services, local authorities,
field of planning and implementing integrated research centres and management, right through
logistics systems as well as an important provider to the end consumer.
of modern concepts in waste management.
With 16 production sites around the globe
Employing more than 8,000 people it can also and a worldwide sales presence, consistently
lay claim to being the world’s largest materials high levels of customer orientation are a given.
handling systems supplier for the past six The use of the latest production technologies
years. SSI Schaefer is the leading supplier of ensures direct contact with the marketplace and
automated storage technology, with over 750 powerful service capabilities.

“

”
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Commitment to quality pays
dividends
This region is seeing the highest sales growth for SSI Schaefer

S
Brian Miles

SI Schaefer has been in Asia Pacific since
1984 and can now boast a network of 18
offices across the region.
Business is clearly booming for the German
company, with Asia Pacific reporting the hottest
sales figures for the whole group. Sales have
doubled in the past three years.
SSI Schaefer enjoyed a growth of almost
25% in 2011, with all markets performing to or
above budgets.The company’s two factories ran
at 100% capacity producing a total of 38,000
metric tons of steel.
In 2011, SSI Schaefer secured sales in Asia
Pacific of more than EUR120m (IS$155.6m)

with the signing of major automation contracts
complementing its already expanding industrial
storage solution business.
2011 was also a very significant year for SSI
Schaefer in the region as it opened a 5,000 sq
m production line at its Malaysian Integrated
Storage Solutions plant for conveyor assembly.
The factory is now busy churning out orders for
projects in Australia and the Philippines offering
a superior range of super quiet low energy
conveyors allowing SSI Schaefer to offer its
clients European quality systems at competitive
Asian prices.
SSI Schaefer has had a lot of success in
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“

Logistics
directors are now
realising that
low cost labour
is not the longterm solution,
and they are now
embarking on
upgrading their
facilities.

”

20

manufacturing out of Malaysia and will continue
to add products to its factory there. SSI Schaefer’s
Malaysian manufactured pallet racking range
known as Interlock 600 was certified as FEM
10.02.02 compliant in 2005, following tests
undertaken in Dortmund and Greenwich
Universities. It now also complies with the new
EN15620 Feb 2009.
This product range has now been tested and
certified by an independent Australian Structural
Engineering company as compliant to AS 40842012 introduced in February.
Says Brian Miles, SSI Schaefer’s managing
director for Asia Pacific and the Middle East, of
repeated Malaysian investments:“It was decided
to continue to invest in Malaysia, where the
company has a 6.5 hectare site and a labour force
of close to 300 of which over 200 have more
than five years service with the company. In the
region, we have excellent relationships with our
steel suppliers who can provide us with a higher
quality of steel than is available in China. In fact
we export uprights to China for projects which
require higher frame and bay loadings against
the trend of manufacturers using China as their
export base.”
To meet a growing demand SSI Schaefer has
just installed a second paint line and increased
its warehouse loading area to 5,500 sq m with
10 loading docks.
Simultaneously the company has installed
new production lines, which can now roll five
different post profiles in three gauges, together
with specialist beam profiles used in the design
of Automated Storage and Retrieval Systems
(AS/RS) or Rack Clad Warehouses where the

Supply Chain Asia November/December 2012

AS/RS system acts as the supporting structure
for the warehouse.
“Asia is now a competence centre for the
design and manufacture of these systems,” Miles
asserts.“The last two to three years have seen a
resurgence of AS/RS projects in Southeast Asia.
It was a natural progression for the company to
use the company’s expertise in this market to
supply these systems from Malaysia.
Miles is quick to emphasise that the quality
and craftsmanship that goes into any product out
of Malaysia is identical to anything manufactured
back at headquarters in Germany.
“I’m proud to add that SSI Schaefer’s
racking system is sold to the company’s global
subsidiaries. We have resisted the practice
of some of our competitors who have reengineered their racking to suit the Asian market,
simply to try to win market share with lower
costs.”
“We have been investing heavily in
technologies to meet the demands of the
logistics industry,” says Miles.
The company is now offering integrated
storage solutions, combining standard industrial
storage systems with a degree of technology to
reduce operational costs in the warehouse by
improving picking efficiency and accuracy.
Miles explains: “Our clients are always
seeking ways to reduce the cost of their
warehouse operations. Simple reduction in cost
is no longer an option, as most storage systems
have very little value-added cost, as a large
proportion of the cost is steel. However, we
believe that with the introduction of a higher
degree of piece and case picking technology

promotional feature - Asia-Pacific

within the warehouse, real savings can be made
in staffing and operational levels.”
“Logistics directors are now realising that
low cost labour is not the long-term solution,
and they are now embarking on upgrading their
facilities,” says Miles.
To assist customers to understand how
these systems developed by SSI Schaefer can
benefit their operations, the company has built
a small tech centre with conference facilities at
its Tuas warehouse in Singapore.“Our objective
in planning this centre,” says Miles,“is to let our
customers see and test at first hand, concepts
we are proposing.We have called this Integrated
Storage Solutions where a combination of
storage systems with picking and conveying
technology can provide an optimum solution
and offer companies an excellent return on
investment.”
Customers can see the full range of SSI
Schaefer products at this high-tech showroom
including high productivity ‘Good-to-Person’
pick stations which enable customers to
achieve in excess of 1,000 picks per person

per hour and fully automated A-Frame picking.
Additionally, working demonstrations of SSI
Schaefer’s in-house “Orbiter” for channel storage,
mobile racking systems and “Logimat” vertical
lift systems show clients how optimal storage
density can be achieved.
While acknowledging the ongoing Euro crisis
and jittery US economy is having an adverse
effect on export-reliant countries this year, Miles
is optimistic, saying, “I am confident that Asia
will bounce back, as in 2009, stronger and in
better shape.”
Financial figures back up this feeling with
sales this year up by 15% over 2011, further
strengthening SSI Schaefer’s market share in
the region.The old adage ‘You get what you pay
for’ rings true for this company where quality,
innovation and reliability is bringing in plenty
of business.
“SSI Schaefer has built its 75-year reputation
on providing quality products supported by
outstanding service, this is why globally and here
in Asia, the company is recognised as number
one, the market leader,” Miles concludes.
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On the doorstep
Being close to your customer base is vital to success

I

Matthias Hoewer

“

The market
is much more
mature than,
say, four years
ago as there are
more countries
focusing on
developing
logistics projects
now.

”
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t is 25 years ago since SSI Schaefer’s first
project in the Middle East. The region
has since changed dramatically, as has SSI
Schaefer’s presence in the area. The company
established a full time presence with the
opening of a fully owned branch office back in
2001. SSI Schaefer’s global split up of regions
sees the Middle East and Africa put together
which means regional manager Matthias Hoewer
is a man well accustomed to airplane food.
“What is unique here is that we have a very,
very large operating region including operating
centres in Dubai, Pakistan and South Africa, the
Arabian Gulf region, Levant Region and the
African region,” says Hoewer.“The market is very
much diversified here. The core market is UAE
which accounts for nearly 50% of business.”
This huge area is reflected in the team
working for SSI Schaefer’s regional set up – with
employees hailing from 11 different countries.
Fastest growing nations in the region at
present, according to Hoewer, are Saudi Arabia
and South Africa, both of which have seen SSI
Schaefer offices open up recently.
The region as a whole is spending much more
attention and capital on logistics development,
something not lost on Hoewer.
“The market is much more mature than, say,
four years ago,” he recounts,“as there are more

50+

countries focusing on developing logistics
projects now.” In the past three years SSI Schaefer
has increased its headcount in the Middle East
region alone by 50%.
The priority in terms of getting business
in this part of the world is to be close to your
clients.
“We have to be very close to the customers,
especially in the Middle East,” confirms Hoewer.
“One of our major roles in the region is not
only to sell our products, but also to consult our
clients, to offer them the best solution as it is a
very diversified region, and there are completely
different demands from different countries.”
SSI Schaefer’s core product in the region is
industrial racking and shelving systems as well
as picking solutions for the automotive industry.
Automation is something Hoewer sees as a
major growth area for SSI Schaefer in the region.
Around 50% of revenues from the region come
from automated projects.
Casting his eye around the region, Hoewer
noted how aggressive 3PLs have become
especially in places such as Dubai. A number of
3PLs are entering the market looking to operate
their own warehouses.
SSI Schaefer opened a new facility in Dubai
last year and is planning to develop the Dubai
office into a regional hub which will combine all
the major different industrial solutions it offers.
This model will then be rolled out to the likes
of Saudi Arabia and South Africa as SSI Schaefer
sticks to its commitment to be near on the
doorsteps of its customer base.

Number of countries where SSI Schaefer is operating around the world
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Congratulations
to SSI Schaefer on their
75th anniversary

from

Mainly Equipment & Trading Pte Ltd
and
J. Y. Automation Pte Ltd.
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promotional feature - Australia

Solutions Down
Under

Innovative solutions and the
Australian national economy are
paying dividends for SSI Schaefer

A

ustralia has its own challenges when
it comes to supply chains, not least its
sheer size, but also financially with high
labour costs hit with the double whammy of a
very strong currency. With these constraints in
mind, it takes a skilled team to be competitive
Down Under.

probably the widest product portfolio in the
storage solution and automation market,” says
Welsman,“and the most innovative technology in
the automation business.We also have the ability
to choose the right solutions for our customers.

Brad Welsman

SSI Schaefer has been operating in Australia
for over 15 years and has built up a very sizeable
business.

“

The strong
currency gives
locals a unique
opportunity to
bring leading
automation
products from
Europe to
Australia.

”

Australia now accounts for around one fifth
of the group’s Asia Pacific markets, with revenue
climbing by A$15m (US$15.7m) for each of the
last three years.
Brad Welsman, SSI Schaefer’s country manager
Australia and New Zealand, says the company
now has a storage market worth approximately
A$300m and an automation market worth in the
region of A$100m.
“We have a very wide product range,

8,000+
24
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In Australia, one of the key changes that those in
the logistics sector have had to handle is the
rising cost of labour, and also, says Welsman, the
available pool of human resources has shrunk as
jobs in the booming mining business have lured
thousands of people away. Another growing
theme in Australia has been a greater focus on
safety. “All of this drives the growth for
automation,” points out Welsman.“The return on
investment is improving.”
On the current state of business, Welsman
is frank in his assessment.“The market,” he says,
“is still a bit soft due to Australia having a very
high exchange rate now because of mining, so
manufacturing and retail is weak, but I think it
will change.”
Nevertheless, Welsman sees “very high
potential” for SSI Schaefer in Australia.The literal
flip side of the coin is that with the strong currency Australian firms have what Welsman sees
as a “unique opportunity” to bring leading automation products from Europe to Australia.

SSI Schaefer employees around the world

promotional feature - automation

Asia in tune to automation
drive
SSI Schaefer is investing in the necessary hardware as the
region streamlines operations

S

“

Instead of just
focusing on pure
automation, we are
trying to implement
integrated systems
to improve the
overall logistics
within warehouses
and distribution
facilities”

”

state-of-the-art systems, fast project
SI Schaefer is a world leader
implementation, including general
in the field of automation.
contracting, and lasting value for
Technology and expertise
long-term investments.
pioneered in Europe and the US is
As well as automated
now gaining greater traction in Asia
warehousing systems SSI Schaefer
Pacific.
also offers order picking technology
SSI Schaefer’s automation
and integrated system solutions.
division ranks among the leading
“What a customer requires is
experts for the planning, design and
quality equipment from us - reliable
implementation of sophisticated,
and robust systems,”says Spiegelberg.
efficient intra-logistics systems. Carsten Spiegelberg
“On top of that they expect a full
With an extensive, market oriented
range of after sales service, such
product range it can generate
as regular inspection and 24/7 on-call support
individually tailored logistic solutions.
Carsten Spiegelberg, SSI Schaefer’s General services.”
The company has introduced a new
manager for systems and automation, says that
compared to Europe demand for automation production line for conveyor systems at its
is still in its infancy, though picking up fast. Malaysian factory. It has built a complete
Automation is something that tends to go hand manufacturing building of 5,000 sq m, added
in hand with demographics and rising levels plenty of new staff and is now able to provide data
of wealth, hence how Asia is primed for strong analysis, concepting, project management, and
also project execution engineering, installation,
growth.
“We have the widest range of technology commissioning and after-sales service.
“All of our investment is based on customer
available,” says Spiegelberg, before explaining
how this is used in a different way to peers. At requirements and market demand,” stresses
SSI Schaefer, instead of just focusing on pure Spiegelberg.
With Asia now up and running the plans are
automation, we try to implement integrated
systems to improve the overall logistics to make it stand alone.
“We are going to increase our local
within warehouses and distribution facilities,
automating the overall supply chain in terms competences to be more and more independent
of what is happening inside the distribution of our European headquarters,” says Spiegelberg,
“with the ultimate goal of being able to run
facility.”
The support, expertise, synergy and projects completely on our own with our own
innovation under SSI Schaefer’s umbrella management and engineering capabilities, so
brand name offer the complete range from that only selected components of a project
one source – reliability and availability for would need to be imported from Europe.”
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Number of SSI Schaefer production plants around the world
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promotional feature - Testimonial

Satisfaction guaranteed
Arshiya International is India’s first unified supply chain and infrastructure
group. Chief infrastructure and regulatory officer explains his happiness with
working with SSI Schaefer
Why did you choose SSI Schaefer?
We had invited bids internationally as well as
from domestic suppliers for racking systems.
We found their offer both technically superior
as well as commercially the lowest. Hence it was
a win-win situation for both of us and they were
given the order.

What do you like about SSI Schaefer’s
business approach and professionalism?
Their sharing of minutest details with us of
our requirements, easy approachability with all
concerned in their organisation and offering of
sound advice to meet all our requirements.

How do SSI Schaefer’s products improve
your supply chain and the overall
business?
Their products have resulted in optimum
utilisation of our warehouses thus increasing
operational efficiency. In addition they have
given customised solutions for different clients
of ours who have been very happy with the
solutions and increased their business with us
as a result of these solutions.

What do you like about SSI Schaefer’s
range of products or services?
The quality, versatility and timeliness of delivery
of their products and services.

Any plans to strengthen your partnership
in the future?
They are our partners for the long term and we
look forward to do more and more projects with
them.
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EXPLORING
THE WORLD
OF LOGISTICS

What makes a successful
international trade fair?
Transport, logistics and you.
You won’t find it at any other trade fair:
All sectors in the transport and logistics industry. An international
audience of professionals with a large share of decision-makers.
Perfect surroundings for successful networking.
And your exhibition stand at the heart of it all.

Register now:
www.transportlogistic.de/application

Messe München GmbH
Tel. +49 89 949-11368
info@transportlogistic.de

www.transportlogistic.de
www.AirCargoEurope.com

June 4 – 7, 2013
Messe München

events

Supply Chain Asia Logistics

亚洲供应链物流奖

Countdown to
the big night
The votes are in. The finalists have been announced and
the MC is dusting off his dinner jacket. It is that time of
the year again where Supply Chain Asia, the magazine
created by the industry for the industry, hails the best
of the best.
More than 400 people are expected to flock to the
Marina Bay Sands in Singapore on December 6 for our
11th outing of the region’s most glamourous and truly
independent awards show.
With nominations in, our judges have been tasked
with coming up with the winners in the 13 categories for
the night, no easy task given both the scale and calibre
of the nominations this year.
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wards

events

This year’s Supply Chain Asia Logistics
Awards judges are:
•

Mark Millar, Managing Partner, M Power Associates

Maltacourt Logistics

•

Pelham Higgins, Investment Manager & Business
Development Manager, Investment Division, Goodman
Japan Funds Limited

•

Prof. Paul TW Lee, Professor, Department of Logistics
and Shipping Management, Director, Shipping
Management, Port and Logistics Research Center,
Kainan University

•

Michael Proffitt, Strategic Advisor and Consultant

•

Peter O’Brien, Head - Asia Pacific Distribution &
Supply Chain Practice, Russell Reynolds Associates

•

Paul Lim, Founder/President Supply Chain Asia &

•

Chair of the Judging Panel, Sam Chambers, Editor,
Supply Chain Asia

Thriving across 38 cities and 14 countries within Asia,
Maltacourt Asia is quickly establishing a reputation as
one of the region’s truly innovative Supply Chain partners.
Specialising in high-value cargo movements within
the AV/Consumer Electronics, TV / Film, pharmaceuticals
and fashion accessories industries we use our integrated
multimodal network to assist our customers to reach
markets throughout Asia and around the Maltacourt
global network.
Maltacourt is dedicated to working within a secure endto-end supply chain, using the latest in-house developed
innovation management tools to bring visibility and value
to the Board level within our customer base.
This combination of Global Freight, Innovation,
Bonded / Non Bonded 3PL and Vendor Management
means we can manage and provide solutions to our
customers pain points within various parts of their given
supply chain. We take on the time-critical, high security
challenges, so our customers can focus on growing their
respective business.

Co-Primary Sponsor
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DIALOGUE

Goodman’s Sakai property

In high demand
Sam Chambers catches up with the ceo of Goodman Japan,
Paul McGarry
How long has Goodman been in Japan?
Goodman has been in Japan for over 30
years, during which we have developed solid
relationships with over 1,500 leading multinational customers across a broad range
of industries, thanks to an experienced
bilingual team. Our company, formerly
known as J-REP, was established in 1980
as a specialist Japanese logistics broker. In
2005, our business expanded into funds
management and the development of
logistics properties. Last year, the Goodman
business in Japan was rebranded and fully
integrated into the global Goodman Group
platform.

What assets do you have in Japan?
As of end-March 2012, Goodman Japan
has JPY74bn (US$0.9bn) of assets
under management across 19 logistics
properties, predominantly in the Greater
Tokyo and Osaka regions. All properties are
strategically located in prime logistics hubs
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where warehouse demand is high, access is
convenient, and ample skilled workers are
available. Our large multi-tenant facilities
are developed such that the warehouses
are easy to use for each tenant, ensure
comfortable and safe work environments,
and incorporate smart, sustainable design.
Adding to our assets, we are currently
developing four large scale facilities in
Tokyo and Osaka that have a cumulative
floor area of over 380,000 sq m – three
in Greater Tokyo and one in Osaka. The
facility in Osaka is adjacent to the port
area and will have a gross lettable area of
approximately 130,000 sq m. The three
facilities in the Greater Tokyo area, in
Kawasaki, Chiba, and Tochigi, will have
gross lettable areas of roughly 57,000
sq m, 63,000 sq m, and 130,000 sq m,
respectively. The properties in Kawasaki
and Chiba are located by ports, while the
property in Tochigi is at an ideal inland
location for a Japan-wide distribution hub.

Paul McGarry, ceo of Goodman Japan

“

Logistics clients in Japan are
often evaluated by the service
attached to the goods rather than
just the goods themselves

”

DIALOGUE
How is business there?
Our business in Japan has grown, and
we expect it to maintain its growth.
Over the past seven years, Goodman has
developed a considerable amount of new
logistics space in Japan, and as mentioned
previously, we are continuing to develop
properties in Greater Tokyo and Greater
Osaka. Our focus now is to complete our
development projects as scheduled and
execute leasing deals with sophistication
and professionalism.
Meanwhile, we will keep our eyes open
for suitable investment opportunities since
there is continued high demand in the
logistics sector in Japan. Steady demand
in this industry is being backed by strong
transportation statistics. According to
Japan’s Ministry of Land, Infrastructure,
Transport and Tourism, there was 4.8%
year-on-year growth in international cargo
at Japan’s five major trade ports in the
first quarter of 2012, and 20bn tonnekilometres of freight was transported by
rail in just fiscal year 2011.
We expect the logistics market to
continue performing well, and for its
performance to reflect positively on our
business. The market should thrive from
new demand being created from sectors
such as pharmaceuticals, e-commerce,
and fast fashion, as well as structural
changes within the industry brought about
by manufacturers seeking to improve
the resilience of supply chains and
distribution networks in the aftermath
of the earthquake. To add to that, the
Ministry of Economy, Trade and Industry
expects a 2.8% year-on-year growth in
the nation’s industrial production index
in the third quarter, which will most
likely translate to growth in the Japanese
logistics market.

way the goods are delivered, the delivery
time, and the after-care service. Another
very important aspect of the Japanese
business culture, perhaps more so than
in other Asian countries, is the traditional
inter-company alliances. In Japan the
relationship between companies is also
based on long-term commitment, rather
than taking a short-term comparison of the
prices of goods or services.
Recently, client needs are affected
by economic factors. Many companies in
Japan are fighting margin erosion due to
the current global economic environment,
coupled with the effects of the strong yen
and pricing competition. These companies
are now racing to trim costs and reinvent
their supply chains in order to maintain
competitiveness. As the strong yen pushes
manufacturing offshore and creates the
need for goods to be re-imported into
Japan for domestic consumption, firms are
looking to consolidate small warehouses
into larger distribution hubs.
Japanese manufacturers and retailers
needs also are driven by Business
Continuity Planning (BCP) reasons, after
its importance was amplified by the Great
East Japan Earthquake in March 2011.
BCP initiatives have driven up demand for
logistics space in Osaka in particular over
the last 18 months. As a consequence of
the earthquake, there has been greater
demand for modern, earthquake-resistant
logistics spaces, with many firms taking

steps to strengthen their supply chains and
relocate to new space.

Is the existing stock of logistics
property in Japan sufficient to meet
current demand?
In short, no. The market has been suffering
from a dearth of available high specification
logistics space for a number of years,
but this has become more pronounced
since 2008 when developers turned off
their development pipelines in the face
of the global financial crisis. As a result,
the existing stock of logistics property in
Japan is predominantly old and obsolete
with very little high quality space available
in the leasing market. Demonstrating
this lack of available space in the leasing
market, vacancy rates for large multi-tenant
logistics facilities for lease in Tokyo and
Osaka remain at all-time lows.
In addition to the steadily expanding
new demand from e-commerce and mailorder retailers, the needs of traditional
3PL occupiers have been expanding, and a
buoyant leasing market will likely continue
over the near term. As long as the properties
are built in the right locations, new multitenant logistics facilities are expected to
enjoy strong demand thanks to the growing
occupier preference for high-specification
facilities. Furthermore, upward pressure on
rents is expected for newer logistics facilities,
notwithstanding a desire for occupiers to
reduce distribution costs.

How do client needs differ in Japan
compared with other Asian countries?
Japanese clients’ needs are strongly
correlated to the culture that runs deep in
this country. Logistics clients in Japan are
often evaluated by the service attached
to the goods rather than just the goods
themselves. This includes the design
and cleanliness of the packaging, the

Goodman’s property in Mizue
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The most powerful
man in logistics?
Supply Chain Asia’s founder Paul Lim caught up with Karl
Gernandt, chairman of Kuehne + Nagel International, when he
was in Singapore as a special guest of The Logistics Institute Asia
Pacific Think Logistics Conference
PL: With the slowdown in Asia, will
Kuehne + Nagel also cut down its
investment in Asia?
KG: No, not at all. In fact, Kuehne + Nagel

“

For the first time, growth in Asia
is stagnating due to the slowdown in
China

”

PL: Kuehne + Nagel just reported its
9 months results for 2012 showing a
revenue of CHF15.5bn. How much of
this revenue is attributed to the Asia
Pacific region?

positions itself as a well-respected and
efficient logistics provider in the region. We
are still increasing our activities in Asia, we
believe in this market and will intensify our
focus. In terms of volume, we are above the
previous year but profitability was impacted
by the volatile rate situation and the rising
labour cost in China.

PL: How is Kuehne + Nagel affected
by the fluctuating prices from your
partners in the sea freight industry? The
constant announcements of GRIs and
price changes must have affected the
way you interact with your customers.
KG: Most important is that we are

KG: One must understand that the majority
of the business coming out of the Asia
Pacific region is sold and invoiced as per
IFRS in Europe or the Americas. Therefore,
the reported revenue for the Asia Pacific
region does not reflect the importance of
the business volume. In general, 50%
of our total volume can be attributed to
services connected to Asia. However, it
can also be noted in our current financial
results that for the first time, growth in Asia
is stagnating due to the slowdown in China.
We are not too worried about this situation
as we know that the lack of growth is not
due to our selling proposition but rather
because of the present economic situation.
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permanently in close contact with our
customers. In the past, rate changes were
less frequent compared to now when
pricing is done by each shipping line
and is influenced by capacity availability,
demand and volumes individually. What our
customers need is stability and planning
reliability which is also in the interest of
the shipping lines.

PL: Besides China in Asia, how does
Kuehne + Nagel view opportunities in
India?
KG: We started operations in India 25 years
ago and developed our business alongside

the legal framework and compliance
systems. Like everywhere in the world, we
focus on profitable growth, whereby we
recently experienced in contract logistics
that out of the 56 warehousing sites in
India we need to reduce the number of sites
which are not profitable.

PL: The logistics industry is not one
that thrives in adoption of technology
and innovation. How does Kuehne +
Nagel view itself in terms of innovation
and adoption of technology in this
industry?
KG: A main driver of innovation is definitely
technology. Kuehne + Nagel invested in
one single track & trace system, which
provides nearly real time visibility across
the entire supply chain, including all kinds
of traffic modes. There are only few global
players that have such a system in place.
Most companies are running multiple
systems and recently, one of the global
logistics players announced a further high
investment in IT. In our digitised world,
leadership and IT are of absolute essence
to be successful in this industry. With the
solid platform that we have built, we are
able to expand our business across multiple
industries such as Pharmaceuticals,
Automotive and High Tech industry.
Innovation in our industry is also
triggered by product development itself. For
instance, today, most high-tech products
are produced in the central part of China
in Chengdu and Chongqing and there is
an ongoing evaluation to transport these

DIALOGUE

affect the cost of being environmentally
sustainable?
KG: We need to consider that we have a
social responsibility for the environment we
are operating in. As a global organisation,
we are committed to protect the natural
and limited resources of our world. We
work with our partners to explore ways to
reduce carbon footprint. This may include
the change of mode of transport used or
the use of more environmentally compliant
equipment.

products via rail across Eastern Europe
and Russia to Western Europe. However,
for six months in a year, the temperature
in Eastern Europe does not allow us to
transport some of the high tech products
without exposing them to damages. So the
high tech industry has to discover ways to
prevent damage to their products due to
temperature dropping below freezing point.

PL: As we all are aware, talents are the
key to many organisations’ success.
Would you be able to share your vision
on talents development in Kuehne +
Nagel, in particular to your strategies
in Asia?
KG: One of the key challenges is talents
retention, especially in China. We value our
staff in Kuehne + Nagel and have created
an integrated approach to train them.
In Asia, we have set up various internal
programs which are specifically focused on
local talent development. In Europe, we
participate in an apprenticeship program
whereby students under the German
apprenticeship program are engaged as
apprentice. They spend three days per week
working in the company and the other days
in the university learning academic subjects
such as accounting, business management,
administration and communication. During

my stay here, I also spent some time with
the National University of Singapore to
explore potential collaboration with the
Kühne Logistics University, that the Kühne
Foundation has set up in Hamburg.

PL: In Europe, there are compliance
issues that force companies to adopt
greener measures in order to avoid
penalties. However, in Asia, these
compliance policies are still in infant
stage. Would this affect Kuehne +
Nagel’s implementation of its green
supply chain policies in Asia?
KG: Being compliant to policies is not

PL: How is Kuehne + Nagel coping with
the global downturn and how is this
affecting your business globally and
regionally in Asia?

an issue to us. Again, we operate in a
global environment and our sustainability
strategies extend across the entire
organisation, no matter where they are.

KG: There is a misconception that the global
slowdown means there is no growth. While
some countries, such as the European
countries may be facing a crisis, other
countries are still showing growth. China’s
growth may slow down from 8.5% to 7.5%
percent, but there is growth. We believe
that even in an economic slowdown, there
are still business opportunities for a global
organisation such as ours. To focus on
niche markets and on specific regions and
countries is one of the approaches we take
to ensure our continued business growth
and expansion in this industry.

PL: Finally, what are your views of the
upcoming 12-36 months for logistics
companies globally?

PL: We know about your passion
towards environmental sustainability
as well as the push towards the Green
Supply Chain movements. How does the
need to manage commercial profit for
an organisation like Kuehne + Nagel

KG: There will be different scenarios for
different companies. For global organisation
with a solid basis such as Kuehne + Nagel
I am sure we will take our chances and
continue to grow. Companies that are facing
tough challenges due to the competitive
environment may find the next two years
much more challenging. Local and regional
companies may be in trouble, as they will
struggle with new business acquisitions and
finances. Funding for local and regional
companies may be harder to come by in
the next few years due to the financial crisis
cascading downwards to Asia. In terms of
further consolidation for Kuehne + Nagel,
we may also consider mergers & acquisition
as and where opportunities arise.
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2013: What It Holds For
Supply Chain Management
Bernhard Frauendörfer, the ceo of ISC Far East, looks at next year’s prospects for our industry

W

riter Walt Whitman once said that
the future is no more uncertain
than the present. Many of us
will agree wholeheartedly. We live in
challenging times; every day, we grapple
with events that 12 months ago we never
would have expected to occur. To predict
where the supply chain industry is heading
is a challenge, even for long time industry
practitioners like me.
However, we think it is important to
try to make sense of what is happening
now and paint a picture, no matter how
nebulous, of what would happen in the
coming year. Nothing is cast in stone, and
the industry may experience drastic shifts
that may go against what we will predict
here. But all things considered, here is what
our tea leaves have to say about the supply
chain industry for the next 12 months.

United States, Asia continues to be a
bright spot. China is predicted to rebound
following measures to rein its inflation. It
is predicted to grow by 8.2% while India
will probably grow by 6%. While efficient
and transparent governance is still an issue
in Southeast Asia, improving infrastructure
and more liberal economic policies are
bringing growth to the region.
The growth of the ASEAN economy
bodes well for the logistics industry and
will decrease the impact of the slowdown
in North America and Europe. It must be
noted though that growth will now extend
beyond the old favourites, China and India.
Some manufacturing firms have moved to
Southeast Asia, where labour and factory
rental rates are much lower. Thailand,
Indonesia, Vietnam, and Laos are emerging
markets supply chain managers should
watch out for.

Southeast Asia will be the new supply
chain battleground

Increasing adoption of IT solutions

Despite the economic uncertainty faced
in Europe, and the slow recovery of the

IT solutions have revolutionised supply
chain management. These solutions have

Talent wars

To predict where the supply chain industry is heading is a challenge
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made it easier for supply chain managers
to keep track of every segment of the
supply chain. What used to take hours
to monitor can now be seen in real time
in a PC and even on a mobile phone.
Efficiency has increased considerably
due to the increasing adoption of
transport management systems (TMS)
and warehouse management systems
(WMS) throughout the region as supply
chain managers see the benefits in terms
of visibility.
We will see a continued adoption
of these solutions in the Asia-Pacific in
2013. However, businesses will struggle
to make the leap from using IT solutions
to improve operations to using IT solutions
to transform the supply chain. Businesses
that are able to do this effectively will
dominate the supply chain industry.

The Global Agenda Council on Logistics
and Supply Chains of the World Economic
Forum (WEF) has highlighted the shortage
of qualified workers for the logistics sector.
According to the paper, studies from India,
China, and South Korea have reported
about this dearth in skilled logistics
personnel. As the supply chain becomes
more complex in Asia, logistics companies
need to actively recruit senior and junior
managers to take the helm. 2013 may
prove to be a tough year in finding the
perfect fit for organisations in the logistics
business as the demand and supply of
skilled professionals remains a bottleneck.
We suggest that this problem be addressed
by outsourcing or partnering professionals
in order to tap on their knowledge and
experience base rather than trying to hire
in-house.

STRATEGY
Increasing production costs
FoxConn, which makes Apple’s iPhone, has
reportedly made efforts to expand beyond
China. This was done when in 2010 the
company has reported a net loss due to
rising production costs. Many others are
following suit. The increase in production
costs in China and the rest of Asia will
continue in 2013 and the years to come.
Companies have to find ways on how they
could manage the supply chain more
effectively—seek more transparency, work
with 4PLs—in order to minimise the impact
of rising costs.

Collaboration is the key to success
Stakeholders (clients, logistics providers,
etc) need to work more in collaboration
to cut costs and reach complete visibility.
This is in the interest of all stakeholders
as they need to work together as efficiently
as possible in order to ensure compliance.
Clients will require more transparency
from providers— this is the key to ensure

that resources are used more efficiently
and in identifying bottlenecks and areas
of improvement in the supply chain. This
may lead to more firms working with 4PLs
which are independent general contractors
that help manage the supply chain in
partnership with the client, sharing visibility
gained. Unlike 3PLs which are tied down
to their own assets and have limited
transparency, 4PLs practice an open book
philosophy for all their processes.

this as a key KPI for vendor performance.
In addition, the past few years has seen
a number of disruptions to supply chains
all over the world. Floods in Thailand, the
tsunami in Japan, Hurricane Sandy in the
US; not to mention war and civil strife in
the Arab region and Africa have had large
negative impacts. Businesses need to
be agile and flexible to respond quickly
to these disruptions in order to ensure
seamless operations and no loss in sales.

Businesses need to react quickly

Plan ahead

New opportunities are arising in all corners
of Asia Pacific. The businesses that are
able to identify these markets and be the
quickest to reach them will be successful
in the region. A lot of this success will
come down to the supply chain. How
quickly can the business deploy or adapt
its supply chain to take advantage of the
opportunity. We predict that supply chain
investments will focus on improving agility
and flexibility—businesses will prioritise

To sum it up, we expect the industry to
grow in Asia, but challenges such as rising
costs will affect the logistics industry.
Clients should consider all the resources
available (IT solutions, 4PLs) to remain
competitive and improve flexibility and
agility amidst these changes. 2013 is going
to be an interesting year; we encourage
SCM professionals to plan ahead so that
they can tackle and conquer any challenges
that they may face.
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The Customisation Imperative:
Product and Service Innovation
in Developing Markets
Accenture provides guidance on tapping emerging markets

EMERGING MARKET CUSTOMISATION Nokia cellphone models in
India feature multiple phonebooks because bottom-of-the-pyramid
consumers often share a phone among several owners

C

ompanies in the developed world are well aware of
emerging markets’ huge potential as sources of supply
and consumption. But as more regions throughout AsiaPacific come into their own, the more apparent it is that western
approaches for penetrating emerging markets are not always
effective. Nor are these approaches emulation-worthy models for
Asia-Pacific companies looking to gain ground on their own (and
others’) continents. Simply put, businesses in developed countries
have often tried to push existing brands into emerging markets
or strip features from those brands to attract cost-conscious
consumers. With every passing year, these strategies have less
chance of succeeding. The more-preferable course is developing
products and services specifically for emerging markets. For
companies in developed and upcoming countries, that is the path
to prosperity.
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This should not imply that companies across APAC are unaware
of this ‘customisation imperative’. In fact, there are numerous
instances of emerging-market companies that have become
innovation hubs for new products that cater to specific markets:
A Chinese bicycle carries its rider on land and water. A common
scooter-powered flour mill caters to erratic power supplies in
India’s rural villages. A bicycle-powered washing machine improves
sanitation in rural areas. A portable, battery-powered refrigerator
(using a cooling chip and fan instead of a compressor) improves
food storage in underpowered areas of India.
It is also true that many global companies have recognised
and pursued emerging-market customisation opportunities: Nokia
cellphone models in India feature multiple phonebooks because
bottom-of-the-pyramid consumers often share a phone among
several owners. McDonalds’ menus in India feature items with
familiar Indian spices. Jana, a recent US entry in the telecom
business, collaborates with mobile operators on a platform that
reaches more than two billion emerging-market consumers; users
receive free mobile airtime in exchange for completing surveys
and purchasing products.
The bottom line is that innovative products and services—
customised to meet the needs of specific APAC populations—are
key success factors for most APAC (as well as developed-market)
companies. As illustrated in the diagram below, a quartet of
initiatives can help companies respond to the customisation
imperative.

Use Product and
Process Innovations to
Create Defensible Niches

Leverage One of
the World’s Deepest
Talent Pools

Emphasise
“Resident”
Advantages

Scale the
Entire Pyramid

Four initiatives can help APAC companies respond to the customisation
imperative.
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Creating defensible niches
Within and outside APAC, companies need distinct emergingmarket strategies and operating models that are linked to longterm corporate strategies and tailored to each market’s success
drivers and unique characteristics. Take the case of a software
manufacturer which determined that an unusually large number of
Indian B2B customers wanted to understand the leading practices
and skill sets needed to optimise their use of those products. The
company responded by creating additional services to accompany
its product offerings to the Indian marketplace. In other countries,
customers were less inclined to buy such services, so the company

used a different go-to-market strategy.
Product, service and process innovations designed for APAC
can also help Asian companies penetrate developed markets on
other continents. For example, stage gate processes (product
development review points) are more frequent and informal in
emerging markets, where volatile economic shifts can change
demand overnight. This practice could be applied to an increasingly
interdependent and complex developed world. So do other
capabilities, such as ‘active waiting’ or ‘dynamic supply chains’
(see box).

Dynamic Operations: Turning
Permanent Volatility from a Liability
to a Leverage Point
Business conditions are changing faster than many companies can accommodate. Accenture refers to this relentless
pace of change as “permanent volatility”. Ongoing economic uncertainty, endlessly fluctuating commodity prices,
accelerated commoditisation and wildly fluctuating demand are just a few examples. However, with the right
insights, strategies and actions, business leaders can turn permanent volatility from a liability to a leverage point.
The linchpin is “Dynamic Operations.”
Dynamic Operations refers to global networks that respond to changing events by smoothly reorienting themselves.
When market opportunities arise or disruptions occur (supply interruptions, financial turmoil, market shifts, weather
disturbances), processes at any node can be modified. Four capabilities make Dynamic Operations possible:
• Insight to Action: sensing, capturing and analysing external and internal data and turning it into usable business
intelligence. In effect, companies use information to improve their ability to react swiftly to both threats and
opportunities—buffering risk and exploiting risk’s upside.
• Adaptable Structure: creating products, processes and systems that are easily modified in response to changing
conditions. The best and clearest example may be flexible manufacturing: the ability to respond quickly to
currency fluctuations, supply disruptions or sudden demand shifts by altering manufacturing volumes, mixes
and venues.
• Flexible Innovation: making design and development processes less rigid by reducing changeover times,
increasing interchangeability, designing products that embrace multi-channel networks and technology, and
structuring ways to smoothly and rapidly rebalance order management, production and warehousing in response
to shifting conditions.
• Agile Execution: rapidly adjusting supply chain actions by dialing capacity up and down, improving collaboration,
formulating supplier contingency plans and implementing advanced technology such as predictive analytics.
The mantra is “flexible resource allocation,” made possible by centralised operations, low-touch (highly
automated) processes, cross-trained personnel, solid supplier contingency plans and an elastic infrastructure
that emphasises outsourcing, vendor-managed inventories and rent-rather-than-buy philosophies.
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Leveraging talent
Every year, emerging markets, taken as a whole, produce more
than a million new engineering graduates from institutions in
India, China and other APAC locales. By contrast, most graduates
in established economies earn degrees in business, social science
or education. This points to a large talent differential: In 2006,
university students in the United States earned about 11% of all
science and engineering bachelor’s degrees; Chinese students
earned 21%. This is one reason why many large multinationals
have set up R&D and product-design and development centres in
emerging economies.
Obviously, it is important to not confuse quality and quantity.
Although most emerging markets offer an impressive source of
talent, many people will require further training and industry
experience. Also, traditional educational processes teach students
to apply a systematic and structured approach to solving problems.
These are extremely important skills for developing products and
making incremental adjustments. Quite often, however, product
and process breakthroughs require out-of-the-box, multidisciplinary
thinkers who may not follow traditional career and educational
paths. Closing that gap will require development of an educational
environment more open to innovation—one in which talent is
roundly nurtured.

Resident advantages
APAC companies have many innate advantages that may not be
shared by companies in more-developed markets. For example,
emerging market companies often have less organisational history
and thus may have fewer problems with legacy systems and
methods. This could allow them to leapfrog the usual evolution
of their supply chains—skipping traditional development steps to
quickly develop leading practices.
A related advantage is emerging economies’ background in
collaboration—often a more daunting challenge for developedworld companies. Companies with tight relationships nearly always
do a better job of understanding customers’ requirements and
bringing those insights into the product-development process.
APAC’s penchant for collaboration is often driven by culture:
Many emerging-market companies were developed in societies
that value personal relationships in business. So having a rich
network of relationships with suppliers and consumers is simply
business as usual.
A third inborn edge within emerging economies is the
opportunity to leverage cost advantages. An immense pool of talent
and a lower overall cost base often mean broad opportunities to
aggressively compete regionally as well as globally—to reach new
levels of cost efficiency, attain greater economies of scale, price
more competitively, and develop stronger buffers against periods
of intense price competition.

Lastly, access to low-cost capital may allow APAC companies
to invest ahead of many global competitors. A case in point is the
development of solar power in India. One of the hurdles of solar
power has been the price of the solar panel. However, Chinese
manufacturers such as Suntech Power and Yingli Green Energy
helped drive a significant reduction in solar panel costs. These
firms—attracted by the scale of opportunity that India offers—
increased production of the panels and cut costs by up to 40%.
Prices came down and it now seems that India’s plan to go from
140 megawatts today to 2,000 megawatt by 2020 could be
attainable. This would have a tremendous impact on the global
solar power industry.

Scale the entire pyramid
It’s clearly important that any emerging-market strategy emphasise
basic requirements at a competitive price. In fact, about 70% of
emerging-market populations want mostly no-frills products—items
that minimise cash outlay. Sophisticated product features are likely
to be less highly valued by first-time customers, for whom even
a very basic product is probably a significant improvement over
what went before.
However, there is a tendency among companies to focus too
heavily on the bottom layer of the pyramid. Emerging economies
represent a huge, untapped pool of potential customers, and that
pool is more economically heterogeneous than many organisations
acknowledge. In virtually all emerging-market nations, there
are rapidly growing, upwardly mobile classes. So the flipside of
stripping features to attract cost-conscious consumers is often
up-scaling the same products to attract APAC regions’ rapidly
expanding middle and upper classes.
In fact, innovation at the high end is increasingly common in
emerging market spaces. Lenovo, whose products were developed
initially for Chinese consumers, has taken a lead in computer
products for the global market. Developed-market companies have
also taken heed. For example, Paris-based Hermès’ approach to
entering China’s upscale market was to create its own distinctly
Chinese brand, Shang Xia. Hermès’ luxury stores sell ready-to-wear
and decorative arts inspired by Chinese culture.
It’s easy to assume that product development and innovation
happen in the same fashion across the world. But countries grow
in different ways and they also have unique approaches to creating
intellectual capital. You might even say that emerging markets—in
addition to being critical players in global politics and business—
are the key swing factor in the future growth of global trade and
financial stability. These economies have huge untapped potential
and many are determined to undertake domestic reforms to support
continuous and sustainable growth. What’s certain for now is that
there are numerous opportunities in - and outside the region for
innovative, customised products and services.
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Taking costs out of
the supply chain
With cost reductions on everyone’s lips at the moment, Jason Jiang listens to the views
of a number of leading 3PLs to examine how supply chains can be made cheaper

“

Reliability, predictability
and visibility are critical in
effectively managing supply
chains

”
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D

uring recession times like today,
many companies are looking to cut
transport costs any way they can.
Thus airfreight is shifting to ocean or seaair services, trucking is moving to rail and
premium services are out of vogue. Indeed
it is ironic that airfreight is moving to
oceanfreight at a time when ships are slow
steaming, moving slower than their Clipper
forebears of the 19th century.
However, cost reduction might not
be the only thing that is essential for the
success of the logistics business, a more
reliable and flexible supply chain strategy
is needed to keep pace with fast changing
demands in the market.
“What we have seen in the market in
2012 our customers have been focusing on
driving more value and cost savings through
3 and 4PL partnerships, rather than only

looking at transitional freight forwarding
costs; and we see more interest in endto-end visibility, having access to end to
end information/KPIs and incentivising
continuous cost improvement,” says
Charlie Wellins, Senior Vice President,
Supply Chain Solutions at CEVA Logistics.
Supply chain strategies need to be
reconfigured accordingly if shippers are
going to be able to survive in the harsh
environment of today’s global economy. At
the forefront in catering to the changing
demand are 3PLs which, with services
that span the supply chain, can devise
and deliver on cost savings strategies for
shippers.
“A good way to reduce reliance on
premium transportation is also outsourcing
decisions of optimal transport mode to your
3PL providers based on the required IN-DC

STRATEGY

date, and planning effectively is really the
key to ensure there are cost improvements
in this area. The balance between cost
and service needs to be the key criteria
when looking at route planning for product
requirements,” Wellins says.
He notes that there is a shift to
increasing ratios of ocean freight from
customers with historic reliance on air
freight. For example in the technology
sector, he sees a lot of people talking about
FCA conversion. “We don’t necessarily see
many people doing it, but there remains a
keen interest in it.”
3PLs can also assist optimising
packaging and right-sizing the master
carton level to reduce costs and waste and
support ever more pressing green initiatives
with Wellins commenting, “We see a lot of
growing interest in this area.”
“Reliability, predictability and visibility
are critical in effectively managing supply
chains,” Wellins says. 3PLs can achieve
measurable value through improving
customer service and reducing working
capital.
As Asia, especially China becomes a
greater consumption market, changes have
been seen in the ways global companies
manage their distribution centres.
“There is no secret that with the high
cost of labour in the western world, global
companies have built distribution centres
(DCs) and MCC hubs in Asia to bypass more
expensive destination DCs while also being
able to serve growing local markets, given
the dynamic development of e-commence
retailing, I think this modal will gain
momentum,” Wellins says.
Alfred Hofmann, Senior Vice President,
Seafreight, Asia Pacific at logistics giant
Kuehne+Nagel, believes the supply
chain industry is facing a new round of
consolidation.
“Before the economic crisis, levels of
consumption were very high, and air freight
was not a big issue as the sales volume
was very good, and companies were just
focused on getting goods to the customers
regardless of cost,” he recounts. “But

after that, consuming demand has put
pressure on the retail prices and margins
of the high-tech industry. It also led to a
re-examining of the whole supply chain in
order to find a new solution; the re-stocking
of 2010 did not really change the long term
fundamentals,” Hofmann warns.
Sectors at the forefront of the trend
of changing from air to ocean are the
pharmaceutical and hi-tech industries
with the latter aiming to convert more than
50% of laptop shipments to ocean freight,
for instance. Hofmann notes the goals,
however, will bring many challenges to the
supply chain including the age old issues
afflicting the liner community - notoriously
bad in forecasting of volumes, punctuality,
and insufficient visibility to manage flow
of cargo.
In order to overcome these challenges,
Hofmann suggests all participants in the
supply chain, planners, ODM, logistics
management, 3PLs, truckers, carriers,
rail and barge operators should strengthen
collaboration and communications, to
establish clear handling and security
procedures and reduce the risk of unwanted
surprises to eventually provide reliable
transit times and assurance in the supply
chain and availability of products in time
as well as reducing costs through better
inventory control and increased cash flow.
Ian Richardson, Director of Seko
Logistics also agrees innovation of supply
chain is critical.
“We have to think differently,”
Richardson says, as the focus may now

“

need to switch from minimising costs to
maximising responsiveness.
“The customers want to be able to
shorten their supply chain and they want
something nimble and something reliable.
To do this, we have to customise it to suit
their demands, so they will have dedicated
distribution, total control and full visibility
of the shipment.” For example Seko can
put swing tags on products before they are
sent to market.
Richardson also reckons a robust,
nimble and responsive cloud-based IT
system would be a great support to the
whole supply chain and going forward will
become essential.
Quite so, concurs the folk at L.E.K.
Consulting, who note in a recent report that
cloud computing could be so important to
China.
Cloud technology provides data
connectivity and information sharing as
a service, which enables organisations to
collaborate without requiring significant
investments in new technologies or the
time-consuming integration to make
systems throughout the supply chain
compatible.
“Unlike supply chains in the developed
world that are often saddled with legacy
IT infrastructure and terabytes of data,”
L.E.K. Consulting noted, “many Chinese
supply chains are starting from virtually a
blank slate, and could use cloud computing
to leapfrog the traditional learning curve
evolution and increase operational agility
very quickly.”

Sectors at the forefront of the trend of
changing from air to ocean are the pharmaceutical
and hi-tech industries
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book reviews

A Slowly Evolving Supply
Chain Awaits Asia’s Next
Wave of Consumers
Paul French on the latest round
of consumer titles

“

I

f there was one thing the recent 18th
Party Congress in Beijing was united
about, it was that the current policy of
boosting domestic consumption in China
should remain a top priority. Shopping is,
apparently, patriotic in China and Beijing
is hoping that with the West still mired in
recession and both ordering and buying
less from China, local shoppers will pick
up the slack and start flashing the plastic
and dishing out the cash. But will they?
And can Chinese shopaholics really
replace Western consumers and allow
Chinese manufacturers and brands to
stay in business without those old export
orders? A number of new books argue
the point and basically they’re all pretty
bullish on the Chinese consumer.
Perhaps most useful among the new
crop of books on consumerism is Michael
B Griffith’s Consumers and Individuals
in China: Standing Out, Fitting In, the
latest edition to Routledge’s Chinese
World series. Griffiths, the Director of

Shopping is, apparently,
patriotic in China
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Consumers and Individuals in
China: Standing Out, Fitting In
(Routledge, 2012)
Michael B. Griffiths

Ethnography at Ogilvy & Mather, Greater
China, has chosen to break out of the
privileged and better understood retail
worlds of Shanghai and Beijing and drill
down into the emerging provincial retail
markets everyone is excited about right
now. Griffiths choses Anshan, a third-tier
city and market in northeast China and
looks at those key groups who are only
now starting to spend in a serious way as
minimum wages rise and “beyond basic”
consumption patterns start to be seen
in these places. Griffiths highlights the
buying tastes and trends of consumerist
youths, enterprising farmers, retired
Party cadres, the rural migrant staff of an
inner-city restaurant, the urban families
dependent on a machine-repair workshop,
and a range of white-collar professionals.
Understanding what these tier 3
consumers are going to want and where
they’re going to buy is crucial for those
planning brand and fast moving consumer
goods (FMCG) supply chains across China
– the number of places logistics providers
are going to need to service and the range
of goods, both food and beverage and nonfood, is growing. Retail brands ranging
from The Gap to Starbucks are planning
aggressive and expansive tier 3 opening
rollouts and, for them, establishing
supply chains and effective logistics
and distribution in these new hinterland
markets will be essential.
Also looking at provincial Chinese
consumers, and Indians, is the team of
Michael J. Silverstein, Abheek Singhi,
Carol Liao and David Michael – collectively
the heads of Boston Consulting Group's
consumer and globalisation practices in
the US, China and India. Their special
focus in $10 Trillion Dollar Prize:
Captivating the Newly Affluent in China

book reviews

“ ”

Simply transferring supply chains is
impossible

$10 Trillion Dollar Prize: Captivating the
Newly Affluent in China and India
(Harvard Business Review Press, 2012)
Michael J. Silverstein, Abheek Singhi, Carol
Liao and David Michael

and India is the new rich and the emergent
middle classes of the two countries. The
authors claim that by 2020, consumers in
China and India will generate more than
US$10 trillion of total annual revenue for
consumer companies - 300 million new
middle class households.
Admittedly the $10 Trillion Dollar
Prize relies on some big assumptions –
that growth in India and China will remain
at 8% per annum, that the middle class
will keep expanding and not be hampered
by rising costs of living and the “forced
savings” engendered by the lack of
social safety nets. Far from givens at the
moment in India’s slowing economy and
in China’s too where living cost rises are
outstripping wage growth for many middle
class consumers now. Additionally, the
two are not really evenly matched at the
moment – China’s consumption rate is
now, and most likely will still be in 2020,
double India’s.
The lessons the authors reveal are
not actually that new – the luxury sector
is strong when a new rich emerges,
localisation of global brands to local tastes
and preferences helps sales, Indians
have large families while the Chinese

are still mostly sticking to the onechild policy even where it doesn’t apply
anymore. Supply chain and distribution
specialists too may find the pairing of
the two countries problematic – both
big, emerging and populous for sure but
stunningly different in terms of moving
products around. India remains a country
of little modern infrastructure and a few
very large cities, China has tackled the
problem of infrastructure to a far greater
extent but its consumer market is much
more spread out – 160 cities with over a
million people needing servicing.
And finally, will China’s national retail
scene start to look more like, in terms
of supply chain, one from a developed
country allowing for greater transfer of
skills by distribution and logistics firms?
This is one of the questions examined in
Multinational Retailers and Consumers
in China: Transferring Organizational

Multinational Retailers and Consumers
in China: Transferring Organizational
Practices from the United Kingdom and
Japan (Palgrave, 2011)
Jos Gamble

Practices from the United Kingdom
and Japan, a new title in Palgrave’s
Consumption and Public Life series.
The book’s author, Dr Jos Gamble, a
professor of international business at
Royal Holloway, University of London
(and a long time academic student of
China’s retail scene), thinks that human
resource and labour management systems
in China are fundamentally changing
under the influence of foreign chain
retailers expanding fast across the country.
However, quite which system will prevail
is still unclear. Gamble chooses to look
at two big retail investors in China – the
UK (with the likes of Tesco) and Japan (a
host of department store chains, Jusco,
UNIQLO etc). The argument boils down
to whether or not these foreign chains
are exporting the infamous “McJobs” or
developing real retail skills?
For supply chain specialists the key
question is just how fast the concepts
of chain retailing, represented by the
likes of Tesco or Jusco, are spreading out
across the country and being adopted by
consumers and imitated by the locals.
The more chain retailers then the more
organised the supply chain can become –
and hopefully the more efficient. There’s
still a long way to go – Tesco or Jusco
may be able to import and inculcate
in-store service standards and systems
but simply transferring supply chains is
impossible. The average distribution and
logistics cost of a product in China still
hovers around 17-18% of a product's total
price, according to academics at the China
Europe International Business School
(CEIBS) in Shanghai. This not a lot more
efficient than a decade ago in percentage
terms – clearly there’s a long way to go in
improving China’s supply chain.
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African safari
The next great logistics challenge is dawning

W

ith China taking such a keen
interest in the area, all over it like
the proverbial ‘water over rice’, it’s
little surprise to hear Sub-Saharan Africa is
being repeatedly tipped as one of the most
exciting logistics investment opportunities
anywhere in the world.
Many international logistics providers
have so far “either ignored Africa or
served it at arm’s length through partners
or agents,” points out Mike Nordmann,
author of the new report by consultants
Transport Intelligence. However, this
approach is now changing because “global
clients need logistics providers willing and
able to develop supply chains across the
continent.”
Key reasons for the region’s logistics
potential include the fact that many
countries have an increasingly rich middleclass, which is serving to boost sales of
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consumer goods, mostly imported from
Asia, Europe and North America, notes
the report.
Last year, Angola was the world’s
fastest growing economy and Mozambique
was the fastest growing non-oil producing
country. Six of the world’s ten fastestgrowing economies are in sub-Saharan
Africa.
The most developed country in the
region, South Africa, has large and
growing manufacturing sectors – such as
pharmaceutical, chemical and automotive
- providing opportunities for inbound
logistics services.
The perishables sector is of major
importance to countries in East Africa,
especially Kenya and South Africa. A large
proportion of fruit and vegetable exports
are air freighted to developed markets,
primarily in Europe.

The high tech industry is growing,
with many governments having plans for
new ‘technology cities’, leading to talk
of a ‘silicon savannah’. Multinational
companies are also investing on a larger
scale, and the mobile phone market is
booming.
The exploitation of natural resources
will continue for at least the next few
decades, meaning opportunities for the
carriage of mined goods and commodities,
project cargo and spare parts. Likewise the
oil and gas industry, mainly in Nigeria and
Angola, is flourishing.
Challenges to doing business in the
region of course remain high, cautions the
report. Weak transport infrastructure, lack
of quality service providers, a disparate
population, security issues and corruption
all can make doing business in the region
“highly problematic”.

