supplych in

A

The Magazine for Supply Chain & Logistics Professionals in Asia | May/June 2016

sia

Rakuten’s
Shutdown
A Domino
Effect in
the Making?
PG 11

PErfect
Storm
of Risks
Ahead
PG 27

dr frank appel

ISSN 1793 5377

red & yellow:
the colours of global domination
PG 31

MCI (P) 022/05/2016
www.supplychainasia.org

Thailand’s Real Estate Developer Award 2014 By
Euromoney Magazine

TICON or TICON Industrial Connection Public Company Limited was established
in 1990 to provide manufacturers in Thailand with an alternative when it comes to
buying land and developing their own facilities.
TICON provides high quality ready-built factories for lease to enable manufacturers to shorten the start-up period.
TICON’s ready-built factories are located in major industrial estates, 17 locations at present, and have a range of sizes
that best meet customers’ standard requirements.

For more information, please contact admin@scasia.org
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Programme

Join Us in our Quest to
Raise the Profile of the
Supply Chain & Logistics Industry
Be a part of Supply Chain Asia Corporate Endorser Programme (CEP) and support our work to raise the profile
and professionalism of the supply chain and logistics industry. As a not-for-profit entity, SCA relies on the goodwill
of many organisations to build up a community that shares knowledge, improves networking and enhances the
image and career development of professionals in the most dynamic industry. As a member of CEP, you can
expect SCA’s unequivocal support in various areas, such as advertisements in our widely read SCA magazine,
co-hosting of events as well as active participation in various major events and activities. If you are keen to find
out more about our CEP, you can reach out to us at admin@supplychainasia.org. Together, we can make the
industry an even more exciting and passion-driven sector in the region.

PLATINUM

GOLD

about us

for more details

Supply Chain Asia is a not-for-profit professional
body dedicated to bringing supply chain and logistics
professionals in Asia together. Our vision is to create
platforms whereby members of the community can come
together to network, share and learn from one another.
Our focus is to enable the development of collaborative
relationships and partnerships. Our mission is to make
Supply Chain Asia your community of choice.
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Vision
Connect. Communicate. Collaborate.
By empowering members with platforms to apply these
three crucial Cs, Supply Chain Asia intends to be the
Community of Choice for Logistics and Supply Chain
Professionals living and working in Asia.
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News
Snippets

Asia’s manufacturing sector on the mend?
While it is far too early to say it is the start of a longer trend, Asia’s manufacturing sector
is looking a lot better than it was just a few months ago.
The chart shows how each major Asian nation fared following the the raft of manufacturing
purchasing manager’s indices (PMI) released earlier in April, comparing the results in
March and February.
In a rare event, each nation saw its PMI reading remains steady or moves higher. While
Australia will welcome the huge boost seen in March, for the rest of the world, the
improvement in China’s manufacturing sector is a welcome development, particularly
given it had contracted in the seven months prior.

Japan quake rattles markets as
factories shut

Although not all surveys are uniform in nature, the basic premise is the same: a reading
above 50 points to an expansion in activity levels while a print below 50 signals that it is
contracting. While not earth shattering in terms of strength, aside from Australia, things
are looking better nonetheless.

The Japanese share market plunged
more than three per cent on 18 April
after a series of earthquakes measuring
up to 7.3 magnitude struck a southern
manufacturing hub, killing at least 42
people and forcing major companies to
close factories. The biggest earthquake hit
near Kumamoto city.
The Kumamoto region is an important
manufacturing hub. Toyota said it would
suspend production at plants across Japan
after the quakes disrupted its supply chain.
Electronics giant Sony said its Kumamoto
image sensors plant would remain
suspended. One of the company’s major
customers for the sensors is Apple.
Meanwhile, Honda said production at its
motorcycle plant in southern Japan would
remain suspended for about a week. Sony
Corp and Toyota Motor Corp led the sharp
falls among manufacturers, with drops of
six per cent. Among other automakers,
Nissan Motor Co and Honda Motor Co.
lost more than five per cent.
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Ford optimistic about ASEAN sales
US car maker Ford Motor Co remains
upbeat about its ASEAN sales, although it
will close operations in Indonesia by the
end of 2016.
Mark Kaufman, president of Ford ASEAN
who is also in charge of the Indonesian

market, said the company will shift its
focus to other countries in the region
where Ford’s performance remains strong
in terms of sales and market share.
The overall retail sales of Ford Motor Co.
for the ASEAN region rose 3.3 per cent to
a record 103,975 units in 2015 from a year
earlier.

World Bank: China to drag down
growth in developing Asia
China’s economic slowdown will hit
growth in developing East Asia and the
Pacific from this year until at least 2018,
the World Bank said in April, warning of
volatile global markets and urging caution.
Regional growth is forecast to slow from
6.5 per cent in 2015 to 6.3 per cent this
year and 6.2 per cent in 2017 and 2018, the
bank said in its latest outlook.

However, Southeast Asian economies led
by Vietnam and the Philippines are still
expected to see healthy expansion, with
both forecast to see growth rates of more
than 6.0 per cent, it said.
The bank said the regional outlook
reflected China’s gradual shift to slower,
more sustainable growth, expected at
6.7 per cent this year and 6.5 per cent
in 2017 and 2018, from 6.9 per cent in
2015. China is in the midst of reforms as
it moves to make domestic consumption
a key economic growth driver instead of
exports and as manufacturing gives way
to services taking on a bigger role in the
economy.

More SMEs to get help in adopting
technology
Small- and medium-sized enterprises
(SMEs) that find the use of technology
challenging will continue to get a helping
hand, said Singapore Finance Minister
Heng Swee Keat.
On 11 April, Mr Heng toured the Singapore
Institute of Manufacturing Technology
(SIMTech), a research institution under
the Agency for Science, Technology and
Research (A*STAR) that was set up for
this purpose.
SIMTech develops technology and
manpower, and acts as an industry
matchmaker. It helps firms find ways to
improve their products and workflow. The
institute hopes to attract 20 per cent more
manufacturing firms by 2020 to help them
innovate, automate and adopt technology,
according to its executive director Dr Lim
Ser Yong.

Malaysia’s exports to US surge
Although overall US imports have been declining, Malaysia’s exports to the US have
surged, defying the general trend.
“While the overall trend suggests that US global trade had declined, Malaysia’s trade surged
during the first two months of 2016, according to the US Department of Commerce,” the
New York-based Malaysian Trade Commissioner, Muhd Shahrulmiza Zakaria, said in an
interview with Bernama.
Malaysia’s exports to the US, according to Malaysia External Trade Development Corp’s
(Matrade) office, posted a 6.9 per cent growth to US$5.1bn (US$1 at RM3.90) during
the first two months of this year. The Commerce Department figures showed that total
trade between US and Malaysia expanded in 2015 to US$46.1bn, up six per cent from
US$43.5bn in 2014.
Malaysia’s exports to the US amounted to US$33.8bn, up 11.2 per cent from 2014 (at
US$30.4bn). The country rose to become the 14th overall source of imports for the US.
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Chemical freights rise on methanol,
ethanol surge

tonnes of methanol moved from the US
to Europe in the first quarter this year,
compared with none in all of 2015.

The mood in chemical shipping has turned
buoyant lately, mostly because of all the
methanol and ethanol cargoes on the high
seas.

Ethanol remains a popular staple for
chemical shippers, with China and India
top destinations for cargoes out of the US.

China’s booming methanol-to-olefin sector
has become a magnet for growing US
methanol capacity, which more than
doubled in 2015 with four new plants on
the Gulf Coast. US methanol is now the
cheapest in the world, while China’s price
is among the highest. SPI said 185,000

Singapore’s
March

exports

tumble

in

Singapore’s exports tumbled in March
as sales to China, the US and Europe
contracted in a sign the trade-dependant
economy remains vulnerable as weak
global demand puts its manufacturing
sector to the sword.
Non-oil domestic exports (NODX) slumped
15.6 per cent in March from a year earlier,
trade agency International Enterprise
Singapore said in a statement. That missed
the median forecast of a 13.2 per cent
contraction in a Reuters poll. In February,
exports unexpectedly rose thanks to a
surge in shipments from the statistically
volatile pharmaceuticals sector.
During the same period, Singapore’s
central bank unexpectedly eased its
exchange-rate based monetary policy
as growth stalled in the first quarter,
darkening the outlook for the city-state
economy. The latest data point to a rocky
ride for the trade-dependent economy,
and underscores why the central bank had
to act.
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Lower logistics costs with Euro-Sino-Singapore route
Singapore and Chongqing are piloting a new cargo transport route that could lower the
logistics costs of European goods arriving in the Republic by up to 60 per cent, as part of
a Sino-Singapore connectivity project.
Revealing details of the plan at a recent seminar, Chongqing mayor Huang Qifan said
European goods will be transported via the Yuxinou freight rail between Germany and
Chongqing in a 12-day journey, stored in tax-free zones and sent by air to Singapore.
Mr Huang said the mixed rail-air route via the 11,000km Chongqing-Xinjiang-Europe
International Railway will shave logistics costs by 60 per cent as air freight now costs five
times that of rail freight, compared with the cost of transporting European goods, such as
luxury products, via air to Singapore. He added that there are plans for 50 such EuropeChongqing-Singapore cargo trips this year and 100 next year, with the first starting on 28
April. The route will also offer a cheaper alternative for Asian products going to European
markets.

20 of the 20
Top Logistics

Service Providers
Get Better Results

oracle.com/goto/LSP
or call 1.800.ORACLE.1
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features
Rakuten’s Shutdown
A Domino Effect in the Making?

U

nless you have been living under a rock, you must have read about Rakuten’s exit from Southeast Asia. At the end of March 2016,
the Japanese-based e-commerce platform has closed its marketplaces in Singapore, Malaysia and Indonesia. Rakuten is also in the
process of selling off its Thailand-based platform Tarad.

In tandem with the official Rakuten Vision 2020 announcement, the company revealed that the exit is due to changes in its e-commerce
model.
“Transformation of the business model for e-commerce will include a greater focus on customer satisfaction and a quality experience in
Japan, where Rakuten is the market leader, and development of the ecosystem model in Taiwan,” the statement read.
This came as a shock to many in the industry, but perhaps not to the experts. While e-commerce continues to grow in the region,
consumers today are flooded with options as to which online marketplace service to use. Most of these players offer similar deals with
very little areas of differentiations from their competitors. Those who cannot generate enough profits (and there are many) must be
prepared to step out of the race sooner or later.
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e-Commerce still going strong
But does Rakuten’s departure hints at
more exits for e-commerce companies
in Southeast Asia? Many believe that the
strong e-retail industry and healthy growth
of middle-class market in the region still
provides a sturdy platform for a number of
e-commerce players.
In a recent article by AsiaOne, HipVan,
an online start-up for designer furniture,
said: “Commerce is moving online and not
heading back to brick-and-mortar any time
soon, so I don’t think we need to be too
concerned over Rakuten’s exit.”
Known formerly as Gmarket, Qoo10,
which reported to have 2.2 million users
and 500,000 daily unique visitors, making
it one of Singapore’s top 10 most-visited
sites, commented: “With the exit, there
will certainly be a spillover effect benefiting
the other e-marketplaces.”
In fact, what the e-commerce sector can
take away from this is the importance to
understand each individual market and not
replicate the same business everywhere.
Not every country is ready for a B2B2C
platform like Rakuten, which was the base
of its success in Japan. Southeast Asia is
not a one-size-fits-all region. It consists
of a highly complicated ecosystem with
various maturity levels.
In addition, the e-commerce platform is no
longer the new gold rush. What may work
for one pioneer company may not work
for another company that joined the race
much later on.
So what does it take to be top in
e-commerce?
There is no quick and easy route to the
top, but most experts, as well as online
customers, can attest that companies
who provide the best online shopping
experience wins. This means:
1) Critical Fulfilment Infrastructure
Perfect deliveries, as defined by Accenture
to be on time or early, damage free and with
correct product and paperwork, should
be the aspiration of each e-commerce
company. This is the expectation of
every online shopper. To achieve this,
companies require a competent fulfilment
infrastructure.

2) Superior End-to-End Product
Experience
In addition to hassle-free shopping
experience, shoppers want free shipping,
free returns and even free gifts. Also,
bear in mind that no complaints does not
equate to customer satisfaction. They may
easily simply hop to another online store if
they are unhappy with the services. While
it is almost impossible to achieve perfect
fulfilment everytime, the industry needs
to at least get it near perfect.
3) Mobile and Social Friendly
With mobile now accounting for 50.3
per cent of all e-commerce traffic, it is
imperative that the industry focuses on
mobile e-commerce to continue to stay
relevant in the game.
e-Commerce in Southeast Asia is still
generally underdeveloped, accounting
for less than one per cent of total retail
sales, compared to rates of six to eight
per cent in places like Europe, China and
the US. But while opportunities ride high
in Southeast Asia, e-commerce players
need to know how to leverage on this
advantage.
“For instance, we need to ensure that our
third-party logistics providers understand
our delivery needs – which is prompt,
reliable and efficient last mile deliveries
– and work closely with them to develop
capabilities to meet these needs,” said Mr
Pierre Poignant, Chief Operating Officer,
Lazada Group, a popular e-commerce
company founded by Rocket Internet in
2011.
In addition, Lazada Group also takes the
opportunity to educate consumers about
the convenience and value of e-commerce,
and train sellers who are new to the
platform on the best way to grow their
businesses online. This is the company’s
strategy to look for ways to better the
shopping and selling experience.

The end of Rakuten in Southeast Asia?
Perhaps not
Despite closing the marketplace, the
company will still maintain its regional
Asian headquarters in Singapore.
Rakuten, which competes with Rocket
Internet SE’s Lazada and others in
Southeast Asia, will continue its
businesses in the region, such as Rakuten
Travel, Viber, Kobo, Rakuten Institute of
Technology and Rakuten Ventures, even
as the Japanese firm scouts for new
opportunities for growth in Southeast
Asia. In a related development, Rakuten
said it will debut its consumer-toconsumer marketplace app, Rakuma, to
service markets in the region. This app will
compete against other services currently
available in the market, such as Singaporebased Carousell, in which the Japanese
company is already an investor through
Rakuten Ventures.
While no one is expecting an exodus of
e-commerce companies from the region,
Rakuten’s strategy realignment should
be a sign for the e-commerce industry to
examine its foundation and adapt to the
changing environment. This milestone is
an indication that a market correction is in
the midst, and fringe players can expect
to follow Rakuten’s fate if they make no
efforts to be more relevant in the industry.
So who is next on the chopping board?
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The role of logistics providers amidst
Asia Pacific’s e-commerce boom
by Colin Mewburn Mercer, Vice President, Global Integrated Supply Chain Solutions, Agility

E

-commerce is growing at an unprecedented rate in Asia Pacific, driven by faster internet services and, in many markets, almost
universal mobile uptake. In light of this, the region is set to become the largest digital retail market in the world, offering opportunities
for both global online retailers, such as Alibaba, ASOS and Taobao, as well as local competitors, such as Qoo10, Zalora and Luxola.

This means, according to market research company eMarketer, retail e-commerce sales in Asia Pacific are projected to reach US$1.15tr
this year, taking up more than half of the global market. Therefore, new resources and infrastructure must be put in place to support this
growth. Logistics providers have a key role in this network and must work even more closely with their customers to develop tailored and
agile solutions that meet the demands of the industry.
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Impact of e-commerce on logistics
The uptake in e-commerce has had a
huge impact on the logistics industry. It
has effectively sped up well-established
processes, as well as demanded new
ones. Most processes are bound by
strict timelines making accuracy and
consistency of execution a basic criteria.
However, whilst one cannot speed up a
ship carrying cargo, or increase the speed
of a plane, a logistics provider can use
planning and transport optimisation to
improve the timelines of the end-to-end
process to fit with a client’s expectations.
On a fundamental level, e-commerce
relies on two things – speed and accuracy.
It demands that a logistics provider does
exactly what they did yesterday but at a
faster pace. It also demands immense
accuracy, as there are target parameters at
every step of the shipping and distribution
process to maximise efficiency. Most,
if not all, e-commerce retailers offer
their customers a cradle-to-gate tracking
service which puts exacting demands on
process and efficiency.
The logistics involved in e-commerce
also seeks perfection – customers need
to receive their goods quickly, efficiently
and without damage in order to remain
satisfied. This might seem like a standard
expectation but it underestimates the
number of issues that can arise along the
supply chain, as well as the need to have
seamless and effective processes in place.
Warehouses also impact the logistics and
transportation process, not least due to
the growing requirement to fulfil fast or
same-day delivery services. Traditionally, a
warehouse was used to store goods, with
flows in and out that were pre-defined.
Now, we are witnessing change in the inoutflow model where there is one line for
goods purchased online, and another for
goods meant for distribution to traditional
bricks-and-mortar stores. Each operating
line has its own approach and standards,
adding complexity to the systems that
logistics providers have to manage.
Working together for success
e-Commerce demands that logistics
providers and retailers share a symbiotic
relationship. Shipping fees are an added
cost to the retailer and logistics providers
need to ensure a delivery is done quickly
and successfully in order to fulfil the
retailer’s promise to their customers.
For example, when a provider does
store deliveries, there is a set schedule –
products go out on a daily or weekly basis,
and everything is planned out well in
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advance. With the door-to-door deliveries
for e-commerce retailers, there is an extra
step of having to deliver the goods straight
to someone’s door – be that their home,
their office or wherever.
As a result, logistics providers are
developing systems that will specifically
support the requirements of the
e-commerce industry and gradually
moving away from their traditional
business models.
Unfortunately though, one cannot employ a
cookie cutter approach. Logistics providers
have to look at how core competencies
within the business can design and
develop solutions that streamline the
supply chain, allowing greater control
of upstream and better management
of downstream functions. In summary,
it is essential to plan out the end-to-end
journey as precisely as possible to meet
the needs of the customer.

between retailers and logistics providers.
e-Commerce will continue to demand a
new and more intense level of flexibility
from the logistics industry. This requires an
adjustment to traditional business models
and mind sets, as well as encouraging
innovative minds to evolve and adapt
technologies to meet the challenges and
opportunities that lie ahead. If this is
successfully achieved and all sides of the
supply chain collaborate and utilise the rich
data that e-commerce naturally delivers,
then the business growth opportunities
are almost boundless.

Looking ahead
According to eMarketer, by 2019, 20.4 per
cent of all retail sales in Asia Pacific will be
through e-commerce, rising from only 10.4
per cent today. A significant part of this
growth will be enabled by the introduction
of new technology into the supply chain.
Technology is set to revolutionise the
status quo within the industry as data
analytics begin playing an even bigger
role. In order to meet rising consumer
expectations, in terms of both speed and
cost, retailers and logistics providers need
to make greater use of data analytics.
Effective use of analytics means that if
a shipment misses its original schedule,
companies are able to use the data
captured to send the order on the next
available route. At a predictive level, it
means that logistics providers are able
to forecast future demand patterns
and consult customer order patterns to
develop smarter business strategies.
This information will then provide the
necessary insights that can be used to
improve the overall management of the
supply chain, thereby enabling logistics
providers to deliver a more strategic
service all-around.
At the same time, the role of the
warehouse will continue to change and
the implementation of systems will
make it easier for the client to make
decisions about what they need. As we
move forward, there will be a demand
for more sophisticated warehousing and
distribution facilities, which will require
significant investment in partnerships

About the Author
Colin Mewburn Mercer is Vice President,
Global Integrated Supply Chain Solutions
at Agility. An industry veteran, he focuses
on Business Process Outsourcing (BPO)
and reviews end-to-end integrated supply
chain capabilities at a global level. Colin
has been with Agility since 2004.
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Preparing for
the Next Stage of Logistics
by Poonam Datta, Chief Commercial Officer, Globe Express Services

T

he logistics industry is an essential
part of the business landscape
and a well-established logistics
management directly affects a company’s
cost, quality, scheduling and flexibility.
Recently, more attention has been directed
towards the management of logistics
in recognition of its vital role in reducing
operational costs, improving delivery
performance,
enhancing
customer
satisfaction, and increasing competitive
advantage.
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Logistics also continues to take centre
stage in light of rapid globalisation.
The world becomes increasingly more
connected as companies are developing
and expanding into more sophisticated
networks following more pronounced
international trade, manufacturing and
distribution activity. According to a recent
study, the global logistics industry is
estimated to be worth US$300bn and
the current annual logistics costs about
US$3.5tr. For most national economies,
the annual logistics cost varies between
nine and 20 per cent of the GDP.

Although the sector is still in its early
stages, there is an enormous potential
for growth within the market. The
logistics sector will be greatly cultivated
if management can properly strategise
to address vital and essential points,
including stable pricing, operational costs,
low returns, human resources and erratic
and ever-evolving customer demands
and call for value-added services, not
to mention infrastructure and legislative
challenges.

GROW SMART
SEE HOW FAR YOU’LL
RISE WITH THE RIGHT
AUTOMATION.

Growth presents challenges. But with the right automation, there’s no limit to where your
intralogistics operation can take you. Swisslog offers the widest spectrum of automation solutions;
from tote to pallet based, from goods to person technologies to advanced robotics.
However you grow, grow smart with Swisslog.
Discover more at swisslog.com/GrowSmart
wds.sea@swisslog.com
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Providing more than just logistics
For logistics companies to continue their
steady and positive trend and to set
themselves apart from the competition,
they must provide relevant value-added
services and direct their attention towards
clients that can provide high profitability
in the long term. Additionally, they must
learn how to network and establish
partners that can complement their
service offerings and geographic scope to
be able to provide their customers a wider
range of options and ensure successful
supply chain integration.
There is also a number of emerging
factors that must be taken into account.
The first is the impending Safety of Life at
Sea (SOLAS) regulation. With only around
three months before the container weight
regulation will be implemented, it is very
concerning to see the lack of clarity on
SOLAS guidelines. The authorities need
to set clear expectations for all entities
affected by this change, particularly the
logistics sector. Lots of shippers are
concerned and it is still unclear whether
they have to make amendments and
improve upon the existing infrastructure,
considering it is going to be a substantial
expense. There is no doubt safety is of
utmost priority; the world of logistics
better prepare itself for a slowdown due to
the impending change.
In addition, the industry needs to
understand the free-falling, free-falling
rates and how this is affecting the freight
forwarding world. The volatility in the
market is causing a lot of disruptions in
both the ocean and air freight industry.
Ocean carriers try and implement General
Rate Increase (GRI), however, it is not
always adhered to. On the other hand,
airlines stay away from the GRIs, trying
to remain flexible instead. The biggest
challenge forwarders are facing is
satisfying customers who are constantly
getting bombarded every day with
promises of better rates and services for
all sorts of outfits. The key is for forwarders
to stay proactive with clients or they will
slip and slide away.
For forwarders, investment is the way
forward. They must have faith in their
products and must adapt well so they
can adjust the cost base to match what
was sold. A good product person can
still compete with the mega-forwarders
by cultivating relationships and providing
value-added services, such as reporting,
tracking and tracing, which are some of
the carriers’ weaknesses. There is a big
push these days to become more efficient

19 SCA

with the application of technology in
operating systems; however, companies,
like DHL and UTi, have witnessed
disappointing results in their moves to
apply newer technologies, which may be
attributed to the lack of knowledge or lack
of proper resources to assist them in the
implementation.

If companies are able to address these
key areas and remain flexible in light of the
emerging trends, the logistics sector will
continue to expand at an unprecedented
rate.

It is greatly beneficial for forwarders to
connect shippers, airlines, truckers and
customs to cut down multiple data entry
and streamline information faster and
smoother. Information is power, so having
the information faster only makes you
more powerful than your competition.
Apart from this, forwarders need to find
new and better ways to make customers’
lives better and further set them apart
from their competition.
The current instability in the alliance
structure has also sent the shippers
scrambling for reliable lead times.
Shippers are having to constantly adjust
their inventory levels causing a major
disruption in their supply chain. However,
air freight will make up for the inconsistent
lead times, causing an upswing in the
freight spend. The need of the hour is
for the carriers to strike a good balance
between supply and demand and do
whatever it takes to bring in much needed
consistency in rates and lead times.
Carrier
and
freight
forwarder
consolidations are another important
aspect of logistics management that
must be carefully monitored. Some of
the significant potential mergers were
spearheaded by FedEx and TNT, UTi and
DSV. This means current forwarders need
to start strategising about what they
would do if there were more mergers, be
aggressive and go after new businesses in
the merger chaos or build moats around
the existing businesses.
What’s next?
The never-ending need for improvement
must continue to drive the growth of
the logistics company. It is important
for companies to adopt transparency
when it comes to cost-structures, and to
convince their clients on the efficiency
and benefits of quality assets and new
technologies, such as Radio Frequency
Identification (RFID) and Global Positioning
Systems (GPS), which will greatly facilitate
operations. Lastly, attracting, recruiting,
training, motivating and retaining strong
management are also important aspects
that will help logistics companies meet
their long-term growth.
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Engines of growth
with the right logistics
by Koh Seng Teck, Head of Warehouse & Distribution Division, Southeast Asia, Swisslog

E

ach e-commerce vendor and multichannel retailer has its own business model,
corporate history and goals. However, a customised intralogistics design has the
potential to level the playing field to give any company the opportunity to grow in the
e-commerce market.
The e-commerce success story continues unabated this year. In Germany alone, the
holiday season generated online sales totaling some €11bn, and even more growth is
expected for 2016. Current forecasts suggest that annual e-commerce sales in Germany
might break the €60bn mark this year.
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More people appreciate the convenience
of shopping from the comfort of their
home. Over 50 per cent of all Germans
already buy shoes, clothes, accessories,
clothes or electronics on the web, with
smartphones and tablets becoming
the major drivers in this success story.
Consumers are able to make purchases
24/7 – no matter where they are and what
they are currently doing.
The e-commerce boom is benefiting not
only the pure play e-tailers. More and
more brick-and-mortar retailers, whose
presence used to be limited to traditional
storefronts, are selling their products
online. The online channel promises
enhanced awareness in the marketplace
and improved customer retention.
There is no limit to the business ideas
that can be implemented. In addition to
“traditional” categories, such as clothing
and electronics retailers, an increasing
number of pharmacies, grocery stores and
even furniture stores are moving online.
In many ways, e-commerce offers many
opportunities for innovation, supports a
large variety of industries and promises
business success – provided all the
background intralogistics processes, from
order processing to returns handling, and
runs.

facilities, which can be expanded with
state-of-the-art robotics applications.
The ability to design and implement fully
customised intralogistics solutions means
that companies can use very different
approaches to grow their online business.
For example, Hama, a leading vendor of
photography, video, consumer electronics,
gaming, home appliance, school and
hobby accessories, tasked Swisslog with
developing a multichannel-capable highspeed logistics solution for the 500,000
items that are shipped daily. The underlying
concept is designed to make shipping
processes as straightforward as possible.
In the new picking and distribution centre,
all items follow a single process in order to
accelerate throughput times.
The logistics concept does away with timeconsuming warehouse transfer processes
and different picking zones for fast- and
slow-moving items. Automation highlights
of the new facility include SmartCarrier,
the innovative warehouse and transport
system for bins – a fully automated order
line puffer – and a shipping buffer for items
to be shipped. This interplay of solutions
allows Hama to keep expanding its range
of products and picking performance.
AutoStore as a recipe for success

Networked structures are a must
Brick-and-mortar companies wanting
to break into the online market need
to completely rethink their approach
to logistics. It is no longer enough to
provide on-time delivery of picked pallet
shipments to stores. A successful
multichannel business requires powerful
and flexible intralogistics structures –
highly automated, networked systems
capable of successfully integrating the
sales and returns processes of online and
offline sales channels. Typically, the biggest
implementation challenge for multi- and
cross-channel merchants involves the
order structures and quantities from the
various sales channels, which are often
very different.
This is why the industry needs automated
solution concepts and experience in a wide
variety of customer applications. Swisslog,
one of the pioneers in the development
of this fully integrated retail logistics
approach under the motto “Grow Smart,”
provides support for the entire process
of intralogistics automation. Click&Pick,
Swisslog’s modular e-commerce solution
portfolio, which includes the CarryPick
and AutoStore goods-to-person picking
systems, helps multichannel retailers keep
pace as the market continues to grow. The
solutions can range from replacing manual
warehouse systems, to highly automated
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In mid-2015, one of the world’s largest
and most advanced AutoStore facilities
was put into operation by Swisslog for
the Competec Group in Switzerland. The
Competec Group includes e-commerce
retailers BRACK.CH and Alltron AG and
ships more than 70,000 IT, electronics,
household and gardening items directly
from its warehouse. Completed in
2012, the initial stage of the AutoStore
goods-to-person picking system helped
Competec achieve massive sales growth
in the following years. As a result, the
facility soon hit its capacity limits. Eager
to prevent any slowdown in its ongoing
sales growth, Competec built a second,
even larger facility just three years after
commissioning the original system.
Together, both facilities now accommodate
144 robots and an impressive 33 picking
stations.
In conclusion, despite the different
requirements within the e-commerce
sector, it is possible to produce a variety
of solution concepts which can be tailored
to individual needs. In addition to selecting
the most suitable technology systems,
software continues to play an important
role in the e-commerce mix. It can be used
in manual, partially automated and fully
automated environments and can offer the
necessary flexibility to adapt to customerspecific requirements.
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The Battle for Automotive
Supremacy in ASEAN
Indonesia’s growing importance
by Douglas Cassidy, Consulting Director, Indonesia, Ipsos Business Consulting

Thailand’s #1 position under threat
Thailand has for some time now been
considered the automotive hub of
Southeast Asia, a result not only of its
leading role in production but also its
leading role in exports. The evidence is
growing, however, that Indonesia could
challenge and eventually replace Thailand
sometime in the early 2020s. This is a
result of several factors.
• Firstly, Indonesia’s domestic demand
potential constitutes an attractive prize,
with tremendous untapped growth
potential

I

n a future world – maybe not too far in the
future – driverless vehicles with electric
power trains will whizz around the great
cities of Asia, picking up passengers who
book via retina scan or a swipe of their
thumb from apps embedded in their
personal communication devices. Some
people in these cities will continue to
desire actual personal ownership of a car.
Some might even still use the internal
combustion engine, in the same way
some people still buy vinyl ‘records’ for
listening to music: because they like the
sound.
In this very different automotive world,
some things will stay the same. As the
industry grapples with the fundamental
changes in their business models
created by the need to fully integrate
technology into how vehicles work and
behave (instead of just adding an engine
management or sound system), and as
automotive companies morph towards
being technology companies and vice
versa, one thing remains constant: they
will need to build the vehicles. They will
need to build lots of them. They will need
razor-sharp supply chains, economies of
scale and supportive state structures. All
of this indicates a strong likelihood that
automotive ‘hubs’ will continue to play a
major role in global vehicle production.
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• Secondly, Indonesia’s place in the
economic pecking order places it – for
now – lower down the development curve
than Thailand, with the consequence that
operating costs can be lower in the short
to medium term and near term income
growth potential is high amongst the
consuming class
• Thirdly, government policy in Indonesia
encourages local production. Whilst
this could have some undesirable wider
effects, there is no doubt it can act as a
‘pull’ factor in specific cases

Historically, Thailand has been the largest
producer of automobiles in the region with
an annual production volume of around 2
million units as compared to Indonesia’s
1.1 million units in 2015. Despite being
the second largest automotive producer,
Indonesia has not been as successful as
Thailand at building its export markets,
exporting only 23 per cent of its domestic
production in 2015 compared to Thailand’s
55 per cent.
For Indonesia to overtake Thailand and be
crowned as the number one production
hub in ASEAN, the current gap needs
to be closed. In 2015, the production
gap between the two countries was
around 810,000 units but, by 2020, the
difference is forecasted to be 465,000.
This improvement could be achieved by a
combination of:
• Increased plant utilisation. In 2015,
Indonesia had an installed production
capacity of close to 2 million vehicles,
but was only utilising around 62 per cent
of this capacity;
• Further investment of up to US$2.6bn in
the creation of new or expanded plant
capacity, if utilisation rate remains the
same

Indonesia’s size and growth potential
make it fundamentally attractive
Even in the current absence of significant
export success, Indonesia has huge
domestic growth potential, ensuring
that investors can reliably expect a solid
baseline in sales growth if they are
appropriately positioned in the market.
Income – and disposable income – is
expected to rise substantially in the
medium term, with the ‘consuming
class’ population in Indonesia forecast to
rise from 67 million people in 2015 to 88
million by 2020, an increase of almost a
third. As Indonesians increasingly move up
the affluence curve, they will increasingly
expect the comfort of car transport rather
than motorcycles. The recent 16 per cent
falls in domestic car sales, from 1.2 million
in 2014 to 1 million in 2015, should be seen
as cyclical, not fundamental.
For manufacturers who already have
significant market share in ASEAN but
who do not have a production base in
Indonesia, the question arises as to
whether they can expect to compete
in the Indonesian market against the
incumbent players without investing in the
local production and distribution networks
necessary to achieve significant sales.
Several high profile automotive OEMs,
most notably Ford and General Motors,
have announced exit strategies for the
Indonesia market, so there is no doubt
that challenging the incumbent OEMs in
Indonesia is a daunting task for even the
biggest manufacturers, and even more
challenging without significant upfront
investment.

Despite the current dominance of a small
number of players, however, change will
happen, and as the market becomes more
diversified away from a few Japanese
companies, there could be a “dominoeffect”, with other absent OEMs looking to
build capacity and engage in an aggressive
expansion of their dealer networks.
Political and business environment
Counterbalancing the many positives,
Indonesia is seen as a much more
difficult place in which to do business
compared to Thailand, according to some
sources. Indonesia has been making
some headway, rising from 120 in 2014
to 109 in 2015 in the World Bank’s ‘ease
of doing business’ index, but it still lags
a long way behind Thailand’s 49 ranking.
The role of public policy is therefore
crucial in determining whether the country
meets its potential in this regard and the
government in Jakarta has declared an
aim of improving the country’s ranking to
40 by 2018. Such significant improvement,
if it is to be achieved, will clearly require
sustained focus from policymakers.
More positively, Indonesia has increasingly
been seen as having a relatively
advantageous position compared to
some other ASEAN countries with
respect to political stability, with the postSuharto consensus continuing to favour
economic decentralisation, national unity,
democratic elections and, particularly
recently, sustained and coordinated
attempts to improve the infrastructure of
the country. This stability can be seen as
one of the prime drivers of Indonesia’s

current and projected success as an
ASEAN automotive powerhouse.
For automotive manufacturers and
suppliers, as well as policy planners,
these changing ASEAN dynamics will
have major implications. It remains to be
seen what policy measures Thailand might
introduce to defend its historic position
as the automotive hub of Southeast Asia,
but the current trends seem positive for
Indonesia.
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Perfect Storm of Risks Ahead
By Stuart Spencer, CEO, APAC, General Insurance, Zurich

Global risk of highest concern for doing business, by country
Source: The Global Risks Report 2016, World Economic Forum

E

ach year, the World Economic Forum,
together with risk experts including
Zurich, forecasts the key threats
facing the world. In 2016, the Global Risks
Report has revealed a failure of climate
change mitigation and adaptation as the
highest-impact risk that we collectively
face.
But in a region that is striving to become
the world’s undisputed growth engine,
is the impact of climate change really
something for Asia Pacific to prioritise
above the economy and other issues?
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Listing the risks

What are at stakes?

Ask Asia Pacific’s business executives,
and they decisively confirm their priorities
are economic: they consider energy
price shocks to be the top risk for doing
business, closely followed by asset
bubbles.

Asia is one of the fastest urbanising
regions.
By 2050, two-thirds of the
world’s population – an estimated 6.3
billion people – will live in cities.

Only two of their top ten perceived risks
are environmental – despite our region
having been significantly affected by major
catastrophes. Recent examples range
from man-made disasters, like Tianjin
and the Shenzhen construction collapse
to natural catastrophes such as the
devastating floods in India last year, the
Nepal earthquake in 2014, Cyclone Haiyan
in the Philippines, and the 2011 Japan
earthquake and tsunami.
The trouble is, the impact of climate
change is intrinsically bound to economic
prosperity. And the economically-driven
actions being taken today are increasingly
closely linked to significant environmental
and social impacts.
If we do not act, the consequences
predicted for Asia Pacific include forced
population displacement, reduced food
security, local food crises, unprecedented
heat extremes in summer in South East
Asia, more floods, business disruption
caused by flooding and water shortages,
and widespread knock-on challenges for
multi-national corporations.

Urban development requires significant
investment in infrastructure, and those
cities, which lack well-planned transport
links, experience increases in city
congestion and pollution levels. This saps
productivity and affects life expectancy.
Delhi and Beijing are among the cities
that have already hit the headlines this
year, as intolerable air pollution and traffic
congestion have ground their workforces
and populations to a halt.
Rapid and unplanned urbanisation has the
potential to drive the spread of infectious
diseases – are businesses prepared for
widespread business interruption if large
numbers of employees fall ill?
Living and working in a dense urban
environment takes its toll, which can
in turn cause a potential emigration of
talent, as bright, skilled people depart for
destinations with cleaner air.
Businesses start to alter their financial
decision-making too. They may move
capital and investments from Asia,
favouring alternative locations with more
sustainable development opportunities.
Without change, our region will face a
perfect storm that will ultimately put
APAC’s long-term growth in danger.
The insurance industry has a critical role
to play in supporting economic activities
that help people, communities and
businesses increase resilience and adapt
to what we know to be inevitable changes
– in an environmentally-conscious and
sustainable manner.
The first step is to raise awareness.
Businesses need to invest in low-carbon
energy
and
environmentally-friendly
technology, educating people about how to
behave sustainably, helping communities,
like Bukit Duri in Indonesia, that are
affected by disasters to rebuild better and
more safely, and innovating in areas such
as climate-informed crop insurance.
With so much at stake, and so much more
to play for, if Asia Pacific can balance
economic and environmental priorities, our
region will not only protect its impressive
progress and achievements to date, but
also continue to thrive in the future.
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Red & Yellow:
The Colours of Global Domination

A

nyone who drives down Singapore’s Tampines Road can be forgiven for being
awestruck by the massive building looming in the horizon. It is almost impossible
to miss it. Occupying a massive warehouse footprint in excess of 90,000 sqm, the
facility is DHL Supply Chain’s recently launched Advanced Regional Centre (ARC). Built at
an investment of more than S$160m, the ARC features an S$18.8 million multi-customer
automation system with advanced robotics.
While the scale of the facility and level of innovation are impressive on their own, it is
the visual identity and branding of DHL’s red and yellow that leads the company to easily
stand out from the rest. DHL’s pride in its corporate colours is obvious not just because
their deliverymen and vans are in red and yellow, but their multi-million dollar facilities
too.
“You cannot miss DHL. The ARC is perhaps the biggest facility in Tampines LogisPark,
and easily twice the size of the next biggest building in the area. It really amplifies the
strong branding of DHL, and is designed to meet the increasing quality requirements of
our customers in the Asia-Pacific region,” comments Dr Frank Appel, Chief Executive
Officer of Deutsche Post DHL Group, who was in Singapore for the launch of the
facility on 19 April 2016.

Dr Appel’s pride in the company is evident during our short interview. In this issue of
Supply Chain Asia magazine, Dr Appel shares his biggest challenges as CEO of the
company, insights into the current China’s economic outlook, and thoughts on Amazon’s
recent quest into offering its own delivery services.
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Investment is in solutions, not in
buildings
While there have been several similar
investments in facilities by others in the
logistics industry, Dr Appel does not
believe there is a glut of such distribution
centres in Singapore.
“The buildings themselves do not hold
much weight. It is about having a talented
workforce and providing quality solutions
to our customers. Although our ARC is
one of the largest facilities in this park,
we already have a number of customers
using the space,” says Dr Appel, who
frequently cites the company’s high quality
solutions as the main reasons for returning
customers.
The strategy behind ARC is to allow
customers to enjoy the benefits of
automation solution without the need
for significant capital investment. The
technological enhancement uses 130
robotic shuttles to pick and store products
from 72,000 locations spread across 26
levels, improving picking efficiency by 20
per cent and utilising 40 per cent less
space than conventional warehousing
operations. This is the first of its kind
deployed by DHL globally and creates a
model for the future of warehousing in
land-scarce countries and dense cities
where land availability is limited and
expensive.
The ARC is touted to have one of the
first multi-faceted systems of this size at
totes level in Singapore, which reflects
Singapore’s long-term strategy in handling
higher value products, as opposed to
lower value products in pallets.
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China is just fine
Predictions
of
deepening
China’s
economic woes are plentiful, with some
experts convinced that the country will
soon face an economic crisis similar to
Japan’s and that its standing as an Asian
superpower will soon diminish.
Dr Appel, however, begs to differ.
“I think the concerns regarding China
are vastly exaggerated. China’s economy
is still growing well compared to others.
I think people forget that if an economy
becomes bigger, the percentage growth
will obviously decrease due to the larger
denominator. Bear in mind that 10 per cent
out of 100 is significantly less than 6 per
cent of 1,000, and that is exactly what is
happening. We need to understand the
difference between absolute growth and
percentage growth. The absolute growth
is still higher than it was 10 years ago,”
explains the CEO.
He added that the main difference in
regards to China is not its perceived
lowered growth. Rather, it is a change
from an import/export economy to a more
domestic-driven one. China continues to
be a key market to DHL, and the company
intends to continue expanding its
investment into innovation in the country.
Afterall, the country is currently ranked
second globally when it comes to overall
spending in research and development.

Amazon: Friend or foe?
Amazon has received plenty of attention in
the news when the company announced
it has signed a deal to lease 20 Boeing
767 cargo planes. With Amazon being an
important customer for DHL, is Amazon’s
foray into logistics considered a stumbling
block?
“I would like to make it clear that all
e-tailers are important to us and we enjoy
working with them. We are not, however,
worried if they decide to invest in their own
logistics network. This is because DHL is
a leader in providing quality solutions and
we are leaders in innovation. As long as
we continue on this path, I believe we will
stay ahead in the industry,” remarks Dr
Appel, who cites DHL’s large-scale parcel
lockers pilot for private households in
Germany as one of its recent ambitious
projects.
While the industry is slowly receiving its
due recognition, logistics is still an underrated sector.

“I think our industry is under-appreciated.
Not many people realise the difficulty of
working in such a dynamic environment
with daily challenges, ranging from
something as minor as a traffic jam and
difficult weather conditions to natural
disasters. It is an industry that requires a
lot of knowledge and experience. We can
do this because we have a strong courier
background and the right expertise in our
half a million employees. Logistics is our
core strength and our global network is
our intellectual property. It is extremely
difficult to duplicate what we have on the
get go. We still welcome competition of
course. Competition is always good for
the business and the customers,” he adds.
Not always a bed of roses
While DHL is now recognised as one of
the world’s leading brands, the company’s
outlook has not always been rosy. In fact,
DHL was facing several challenges when
Dr Appel took over the reins in 2008.
“When I took over, it was a very difficult
period, and it is not solely due to my
predecessor’s untimely departure. Not
only were we experiencing the 2008
financial crisis, we also had to manage our
heavy losses in the US. Finally, we were
able to sell our bank, Deutsche Postbank,
two days before Lehmann Brothers went
bankrupt. We also fixed our problems in
the US within a relatively short timeframe.
After managing these really urgent issues
we took our time to concentrate on the
long-term strategies, which we announced
one year later,” says Dr Appel.

In his eight years tenure as CEO of
the company, Dr Appel is most proud
of the customer-oriented culture his
management has developed.
“Our focus in our customers has led to
us being a powerhouse across all four
divisions with very good global market
positions. I am very proud of that,”
explains Dr Appel, who holds a doctorate
in neurobiology, and was a former
consultant at McKinsey who then moved
on to Deutsche Post DHL Group.
With 500,000 employees under his
charge and his list of achievements, it
is easy to label the 55-year-old German
as a workaholic. But he believes in the
importance of setting aside time for his
family and hobbies.
“It takes a lot of discipline to ensure
that I am not only consumed by work.
Afterall, I have great leadership teams
in every region. I trust them to continue
their excellent work without my need
to micromanage them. Sure, there are
instances where I have to roll up my
sleeves and spend more time in, but that
is a universal scenario. That is just life,”
says the father of two.
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Launching Business of the
Future into the Cloud

C

loud computing can be described using various jargons ranging from SaaS and
ERP, to AWS and VPC. It can be daunting for any enterprise that is venturing into
the 21st century IT landscape for the first time. But cloud computing can be easily
understood as computing using the Internet. When you log into your Facebook account
and update your status, you are using cloud computing. If you are carrying out a bank
transfer on your mobile phone, you are using cloud.
In short, cloud is already becoming the new norm in everyday life. It is only a matter
of time before enterprises catch up and embrace this technology. This is why Oracle
aims to be at the forefront of cloud technology by offering a comprehensive and fully
integrated stack of cloud applications, platform services, and engineered systems.
“It is not a matter of if our customers are moving to the cloud – it is a matter of when.
Everyone will eventually move to the cloud,” says Mr Rick Jewell, the Senior Vice
President of Applications Development at Oracle.

In an interview with Supply Chain Asia, Mr Jewell shares his thoughts on Oracle’s
evolution, opinions on enterprise cloud computing, and a story of his childhood hobby
that leads to a lifelong passion.
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The complete supply chain cloud
In October 2015, to help manufacturers
address the full needs of complex, global
supply chains, Oracle announced the
expansion of the Oracle Supply Chain
Management Cloud to include Order
Management, Supply Chain Planning and
Manufacturing. The entire cloud suite
has been designed to support holistic
business flows, with fully integrated
and consistent processes, while still
preserving the ability to deploy solutions in
a targeted or incremental manner. During
the release, Mr Jewell referred to it as the
“the complete supply chain cloud”.
“Why I called it the complete supply chain
cloud is because it offers the broadest,
deepest and most robust supply chain
capabilities available in the cloud on the
planet. One main difference I would like
to point out is that unlike anyone else in
the current software space, we started
this development from the ground up. This
means we started with a blank piece of
paper, unlike our competitors who typically
have taken their old outdated on-premise
application, provided hosting services and
called it a Cloud offering without injecting
21st century technology or 21st century
business practices,” explains the senior
executive, who is enjoying his 27th year
in Oracle.

The company’s unique proposition gives
it the opportunity to use its deep pockets
and large research and development
team to create high-end, sophisticated
applications software right from the
beginning.
“I know that starting from scratch can be
risky because it will take time to develop.
But I believe it is definitely more relevant
than our competitors that simply updated
their software based on their existing
outdated platform, which is probably a 25year old software. The tools we are now
using are far more productive than the tools
we used before. We can build software
faster than ever,” says Mr Jewell, who
refers to the current set of applications as
his third major project under Oracle since
joining the company in 1989.

Dinosaurs with wings
Ms Safra Catz, co-CEO of Oracle, referred
to the company as a “dinosaur that has
wings” at the recent Oracle’s Cloud ERP
analyst day because many in the industry
did not believe Oracle has what it takes
to transform its business with cloud
technology. But is that a true description
of the company?
“I think that is fair. Any company that has
been successful over time will develop the
tendency to want to stay in that state. It
is extremely difficult to cross that chasm
to innovate when you are already at the
top of the game. But Mr Larry Ellison, the
founder of Oracle, was willing to make
that call. He was not shy about making a
drastic change. He was the one who really
saw the importance of cloud eight years
ago and pushed us to start developing
the software specifically for it. Because
of his decision, Oracle now has grown
wings,” explains Mr Jewell, who has spent
nine years with a large global systems
integrator prior to his move to Oracle.
While he believes that it is important for
every company to transform itself with
the 21st century technology, he does
not think that every company has what it
takes to take that giant leap. Leaders have
to change their mindset and believe in the
technology, rather than changing for the
sake of change.
“Based on my experience, companies
either view technology as a competitive
advantage or a necessary evil. Those that
belong in the latter category tend to be
laggards in the adoption of technology.
When I see companies that have
been using a 20-year old software and
then suddenly want to leap into cloud
technology, I can tell they will not be
successful. They do not have the right
mentality, and are simply jumping into the
newest technology trend every 20 years,”
adds the American, who has observed a
fair number of companies that collapsed
due to their inability to innovate.
Moving forward, cloud will be the
company’s main focus, and believes that
its transformation into an innovative Cloud
company will further cement its status in
the industry.
“Our customers know this and will be
eager to get on board the cloud business.
Five years ago, a global survey indicated
only 20 per cent of companies were using
applications in the cloud or planning to
move to the cloud. Fast forward to 2015,
the number has reversed with 80 per cent
already in the cloud or planning to shift to
the cloud. Cloud is just too compelling,”
says the former consultant.
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What makes it tick?
Being in the supply chain management
software business may not be seen as
such a glamourous industry, but Mr Jewell
is convinced that it is an inevitability for
someone with his unique level of curiosity.
“I was one of those kids who enjoy taking
apart toys and examining their parts to
understand how they work. Of course, I
was never able to put them back together
again, but that did not stop me. It got to
the point that I spent more time taking
them apart than actually playing with
them. It was just a natural evolution for me
to eventually study industrial engineering.
Up to this day, I enjoy studying in detail
how different products work and what
they are made of,” reflects the Stanford
University graduate.
While he openly admitted that it would
probably not be wise to hand him a toy
truck when he was a young child, he is now
more focused on putting things together
than taking them apart. He wants to be a
part of the supply chain ecosystem driving
towards achieving the perfect order, which
is a matrix that keeps tracks of how many
right orders are being delivered to the
right place, at the right time, in the right
condition, to the right customer.
“At the moment, companies are generally
only achieving 20 per cent perfect order. I
believe that with the adoption of the right
technology, the figure can shoot to 95 per
cent. When that happens, I think we will
almost achieve the nirvana stage of supply
chain,” says Mr Jewell.
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The Perfect Supply Chain:
Fact or Myth?

S

ome say the perfect supply chain is unattainable, others say it is even
impossible to achieve. But one supply chain professional believes the
perfect supply chain has actually been in existence for over 100 years.

“A company that sells its goods as quickly as it makes them, and delivers as
soon as a customer demands for them, has pulled off the perfect supply chain.
Obviously, the energy industry has been doing this since it started. Utility
companies do not need to store electricity in warehouses, and customers
just need to flip the switch whenever they need it,” explains Mr Tonet Rivera,
Senior Vice President for Global Supply Chain, Mead Johnson Nutrition.
In this issue of Supply Chain Asia magazine, Mr Rivera shares his thoughts on
the current supply chain landscape, feelings on winning the Individual Award
in the last SCA Awards show, and love for flying (despite his intense fear of
height).
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1. As a 35-year supply chain veteran, you
must have had plenty of experience and
exposure in the industry. Can you share
with us one of the most important
things you’ve learnt during your career
in supply chain?
One of the most important things I learnt
is the concept “Sell One, Make One”. In
order for a business to be successful,
it needs its cash flow to move fast. The
company must be able to sell as quickly as
it makes the goods. While it is important
not to run out of stock to meet customer
demand, having excessive inventory often
translates to low cash.
I remember one time when my manager
shared an example with me. He told me
to imagine if the company has decided to
raise my salary because of my good work
but they do not have enough cash in the
reserves. To compensate, the company
decided to award me with one-year worth
of toilet paper supplies. Even if the cash
value is the same as the proposed salary
raise, anyone in the position would prefer
to get cash in hand. It just does not have
the same value as pellets of toilet paper
supplies even if they cost as much. The
same applies to a business. Having excess
of inventory at the expense of cash will kill
the business.
2. Why did Mead Johnson decide to
move its regional headquarters to
Singapore in 2012?
We decided to move our regional
headquarters to Singapore due to its
financial efficiency, and deep talent pool.
In addition, we are attracted to Singapore’s
protection of intellectual property, the
telecommunications capability, and the
overall efficiency of the entire country.
Four years on, it is still a good decision and
we have absolutely no regrets.
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3. In your opinion, what are some of
the biggest challenges Mead Johnson
face when it comes to its supply chain
operations, considering the company
deals with manufacturing of baby
formula?
How do you manufacture infant formula in
an aseptic environment, in a world that is
laden with microbiological and food safety
threats? That is our biggest challenge.
Our quality standards are truly leading
edge, but that is not our real strength.
Our pharmaceutical heritage, our long
and relevant experience in manufacturing
infant and children’s nutrition, and our
commitment to science, are our highest
strengths.
We perform thousands of tests on our
supplies, manufacturing processes and
our finished goods to ensure they are
free from all food safety threats, biological
hazards, and foreign matter particles. We
are keenly aware that for many infants,
their sole source of nutrition is the product
we make in our factories.

4. What is your take on the current
supply chain landscape in Asia in terms
of technology adoption? Is technology
adoption growing at an acceptable
pace?
The real question is, “What is acceptable”?
During my time, Windows 95 was a
technology marvel, a terrific improvement
on Windows and DOS. Yet today, the
younger generation is baffled by how we
connected online then (“No WiFi, Dad?!”),
how we had to turn the monitor and the
computer on separately, how there was
no touchscreen, and how we could only
log off when the archaic statement, “It
is now safe to turn off your computer”,
flashes on the screen.
I believe technology is moving, and
will continue to move as fast as the
consumers want it to. If they want
overnight delivery, we will find a way. If
they want imported product from Europe
delivered to their home in Penang, we will
find a way. Accepting payment through
mobile phones, keeping track of their
accounts, segmenting their preferences
and understanding consumption patterns
are the key technology challenges now.
I also believe that supply chain is the
last big frontier in competitive advantage
– predicting and harvesting demand,
accelerating the order-to-cash cycle,
finding a gold mine in cash within our
inventory levels and fulfilling orders within
an unimaginable time constraints. These
are all going to be technology enabled.
Ultimately, we will have to deliver on
these demands, even when sometimes
the consumer does not even know what
he or she wants yet.

5. Reports have shown that Mead
Johnson is losing market share with
increase in competition, namely from
Nestle and Danone. Can you comment
if this is true? And how is the company
managing this pressure?
We are either number one or a strong
number two in market share in a great
number of the countries we operate in.
We believe Mead Johnson Nutrition offers
a superior product that consumers are
willing to pay a premium price for.
Sure, there has been an explosion of
brands and manufacturers in the last three
to five years, and that has intensified the
competition tremendously. Many of our
competitors are in the dairy industry,
where margins are lower and products
are priced at commodity or mass market
levels. It can be palatable for them to go
into the infant nutrition category with less
science and a lower price point, than to
compete with Mead Johnson Nutrition’s
scientific
heritage
and
strengths.
However, we believe that we understand
the nutrition needs and requirements of
infants more than any of our competitors,
and we compete at that level.
The markets are segmented, and we do
not necessarily compete where companies
like Nestle and Danone do. Instead, we
just want to focus on delivering on our
customer’s needs and expectations.

6. In your opinion, is there sufficient
supply chain talent in the region? Why
or why not?
Yes, there is. There are certainly a lot of
very smart people in Asia, and there is also
a lot of expatriate talent in the region.
The key is to leverage and deploy talent
intelligently – and that is the job of supply
chain leaders like me. It is important that
we put people to work constantly pushing
that leading edge forward, that we upset
our own paradigms, and that we challenge
existing success formulae and practices.
There are tremendous opportunities
to change paradigms in supply chain.
Inventory is evil, not good. Capacity is
better than inventory. It is a lot more
complicated now than running a shop floor
or negotiating a supply deal.
7. What does winning the Individual
Award for Supply Chain Professional
of the Year (Pharmaceutical) in SCA
Awards 2015 mean to you?
I felt proud, of course! I was very excited
to be recognised. I kept looking around
the room at all these world-class supply
chain professionals, who are from some
of the most famous logistics, supply chain
and information technology companies in
the world. It was overwhelming to be part
of the crowd, not just as a participant but
one of the guys with a trophy. It was an
incredible feeling.

8. It has been known that you are an
avid pilot. What appeals most to you
about aviation? What is next on your
bucket list?
I am actually deathly scared of heights,
but I have always wanted to fly a plane.
I am especially challenged by how to
leverage every aspect of aerodynamics to
squeeze out the most performance from
an airplane.
I have about 40 hours of aerobatic training.
Some would call it stunt flying, but I feel
that is misleading. It is about flying into
a loop or a hammerhead, meticulously
following every exact procedure for
control and power, and you roll out of the
maneuver at exactly the predicted altitude,
airspeed and heading. I would compare it
to golf by competing against myself using
a standard or a benchmark, and feeling the
need to best myself each time.
Writing a book is definitely on my bucket
list. My book will probably be based on
flying, airplanes, optimising opportunities
in life, and my children. I am still thinking
of a title. Unfortunately, Antoine de SaintExupery beat me to it. That is a tough act
to follow.
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Procuring a Passion

A

lthough many supply chain professionals grew passionate about their
jobs, not many actually dreamt of a career in the supply chain industry
before entering the workforce. Mr Michael Koh, Regional Head of
Procurement of T-Systems, however, may be the few lucky ones.
“When I was serving my National Service, I was not sure of my career choice.
In the end, I picked Engineering simply because it was the sexy line of work
to get into then. I figured I could always change my major after a year if it does
not suit me. Instead, I ended up staying for six years and received my Masters
degree at the same time. The subject truly fascinates me. For example, when
we put a piece of steel and a piece of plastic on water, we know that the
former will sink while the plastic will float. Yet, ships are made of steel. Why
is that? It is just mind-blowing,” says the Singaporean with over 16 years of
experience.

In this issue of Supply Chain Asia magazine, Mr Koh shares his thoughts on
the upcoming technology trends, favourite projects and winning a trophy at
Supply Chain Asia Awards 2015.
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1. Can you describe your role at
T-Systems? What is your top priority as
head of procurement?

2. What is it about being in
procurement that captures your
interest the most?

I am responsible for all third-party
purchases of product and services in
Asia Pacific. In other words, I support
internal purchase and customer project
procurement locally and regionally for our
global and local customers.

After
graduating
from
Nanyang
Technological University Singapore with
a Masters in Materials Engineering, I
started my career in procurement. I was
successful in providing neutral vendor
specification for plastic materials and green
manufacturing efforts. Thereafter, I moved
on to sourcing, programme management,
business process improvement (six
sigma), factory quality and supply chain.

Many of the operational procurement
tasks, such as requesting of quotes and
purchase order generation, have either
been moved to a shared service centre
or are automated. By doing so, my
teams are able to reduce time spent on
operational routine tasks and invest time
in the stakeholders by truly understanding
their needs and being involved early in the
sales cycle. We work with our requestors
in joint efforts to ensure smart purchases,
eliminate unnecessary costs and maverick
spent. This is especially important for
service and system integration providers.
My top priorities are year-on-year cost
efficiency by ensuring a lower baseline
cost with technology advancement and
workflow optimisation, personal growth
and development of the team, and
partnering with innovative vendors.

Each new role brings new excitement,
experiences, and challenges. These roles
help me understand how organisations
work. In 2010, I moved into project
procurement. In project procurement,
we connect the suppliers to internal
stakeholders. We engage suppliers in
complex project together with project
managers to optimise the supply chain
and ensure smooth delivery.
We participate in “make or buy” decision
to create awareness on what can be
outsourced and what are in-house. To me,
being procurement is the most interesting
in the world, there are so much dialogue
rich and crucial conversation happening
every day to enhance the outcome for the
project as a solutions purchaser.

3. What is the project that you like the
most?
In T-Systems, we ensure that the company
makes smart purchases for goods and
services from design and build, to
implementation stages for our customers.
Drawing on a global infrastructure of
data centres and networks, T-Systems
operates information and communication
technology (ICT) systems for multinational
corporations and public sector institutions.
We have offices in over 20 countries and
global delivery capability. This means that
T-Systems provides above support to
companies in all industries.
I think it is important for everyone to
find a purpose in their line of job. For
example, I take special pride in projects
that are in the healthcare sector. It is very
rewarding to see how our services have
an impact on the lives of others. When I
accompanied my parents to Ng Teng Fong
General Hospital, I witnessed how much
technology has changed healthcare over
the years. Waiting time has shortened,
inefficiencies have reduced, and billing as
well as invoicing processes have improved.
Applying the right procurement strategies
help the organisation make healthcare
more affordable, sustainable and safe with
right suppliers. Procurement reputation is
no longer built on justcost savings.
Another project that is close to my heart
is the Singapore Sports Hub. It is a world
class, integrated sports, entertainment,
and lifestyle hub delivering top sporting
and entertainment events. Established
under a 25-year Public Private Partnership
agreement between Sport Singapore and
Sportshub Pte Ltd, this visionary project is
one of the largest sporting infrastructure
projects in the world. My team has
received two awards recognitions from
T-Systems
executive
management
for successfully managing the cost
situation, re-negotiating cost efficiency,
and optimisation of the values from the
services rendered by providers, which
contributed to the overall success of the
SEA Games.
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4. In your opinion, which technology
trend will make the most impact by
the year 2020? Why? (e.g. IoT, drones)
Sophisticated artificial intelligence will be
forefront. With mobile devices, technology
has zero distances with the users. Once
every piece of technology is wired up and
connected through IoT, I anticipate that
disruptive technology would change many
industries. As such, I think it is very crucial
that we capitalise on this potential quickly
and claim the driver seat.
With artificial intelligence, devices can
make itself the best Go player by watching
the best human player. The catch here is
the artificial intelligence needs massive
amount of data to work its miracle. In
my opinion, robot is the tool, IoT is the
connectivity and big data analytics is the
artificial intelligence.
I would like to reference The Straits Times
article published on 9 March 2016 with
the headline “All ready to Go: Top player
v Al machine”. That afternoon, South
Korean player, Lee So Dol, 32, pitted his
mind against a Google developed artificial
intelligence programme in a widely
watched Go match. Mr Lee is a nine dan
player with 18 international titles under his
belt. He turned pro at the age of 12 and
is currently ranked top in the world. Mr
Demis Hassabis, chief executive officer
of Deepmind Technologies, wanted to
create an artificial intelligence system that
can use “unstructured” information from
their surroundings to make independent
decisions and predictions. By 2020, with
the ultimate combination of robot, IoT and
artificial intelligence, how we live and work
as a society will change.

5. What is your take on the current
supply chain landscape in Asia in terms
of technology adoption? Is technology
adoption growing at an acceptable
pace?
Conversations about adoption and
pace are taking place all over the world.
While driverless vehicles and drones are
relatively new, automation has been used
in materials handling for years, and many
related systems have evolved or used
in other industries. It is more crucial to
grasp the upcoming opportunities and
challenges as more devices join IoT.
While IoT makes collaboration across
boundaries easier, trade and economic
policies continue to have impacts in the
form of market access. Henceforth, we
need to tailor our supply chain to suit
the market we are in. The supply chain
ecosystem includes both private and public
partnership. It is a challenging journey
to continue winning over competitors.
We have to become affordable, better
in quality, quicker in delivery, and more
reliable than our competitors. Procurement
has to leverage our suppliers supply chain
capabilities to scale across the value chain.

6. How would you encourage SMEs
in Asia to look into adopting big data
analytics?
I think for most small business owners,
the concept of big data analytics is
still a mystery. Big data and IoT are
buzzwords with costs attached. It is a
complex network of hardware, software,
colocation, connectivity, devices that
enables collection and exchange of data.
To encourage SMEs to look into adopting
big data analytics, it is vital to prove the
concept works and the underlying cost is
reasonable for investment.
7. In your opinion, is there sufficient
supply chain talent in the region? Why
or why not?
If corporate leaders focus on talent
management and successful planning,
they will find more than sufficient talents
in the region. I believe that talent is
likened to gold mining. No one is born
a supply chain talent without exposure,
opportunities and passion. Instead of citing
lack of experience, skill or knowledge
as the reasons, it is more meaningful to
work closely with educational institutions
to create curriculums that close the
knowledge gaps.
I also believe that only you can take charge
of your personal development. Never stop
learning new skills and practicing basic
ones. I invest my time doing different roles
and speaking with procurement leaders
from different industries. Success does
not stop at learning. It starts with failures
and how to be better in your next chance.
8. What does winning the Individual
Award for Supply Chain Professional
of the Year (Technology) in SCA Awards
2015 mean to you?
It was such a great feeling being awarded
the Individual Award for Supply Chain
Professional of the Year (Technology) in
SCA Awards 2015. At the same time, I felt
a great sense of responsibility. With the
responsibility, I like to encourage and hope
to inspire more of our young to embark
on this rewarding and fulfilling career. I
believe our industry needs to do more
to groom the next generation of leaders
to lead and continue the transformation.
Winning the award has been very, very
special for me.
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strategy
The Search for Talent
by Evan Tan, Assistant Team Lead, TBC HR Consulting (S) Pte Ltd

To shore up talent base of competent
supply
chain
professionals,
it
is
extremely important to look at hiring
those with technical competencies that
include – statistical modelling, multitier management, risk and logistics
management, problem solving capabilities
and lot more.

S

hift in business needs, advancements
in technology and calling for new
skills in management and leadership,
the discipline of supply chain management
is growing exponentially complex in nature
with the changing times. These times
signal the need for supply chain leaders
to understand top-of-mind issues and
address them with immediate diligence
and plan of action.
Another core capability into streamlining
operations in supply chain is the use
of advanced analytics to draw on the
immense sets of data by leveraging new
tools, to generate weekly forecasts for
setting new sales goals, distribution plans
and production levels.
While the demand for skilled professionals
in supply chain management seems to
increase, there exists a void to meet the
talent shortage.
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“The supply chain industry is undergoing
one of the most massive talent shifts
we have ever seen,” Cisco Systems Inc.
Senior Vice President of Supply Chain
Operations, Mr John Kern, was quoted by
the Wall Street Journal. “Companies that
do not invest in hiring or cultivating talent
now will get caught flat-footed two to
three years down the road.”
Companies such as Amazon, Flipkart and
the likes are increasing their expanse of
supply chain functions in the next few
years. This requires organisations to
make strategic decisions with blurring
ecosystems to create collaborative
and productive models of supply chain
mechanisms
for
ensuring
smooth
functioning of the business operations.
Evolving business dynamics present new
set of challenges for hiring managers to
recruit key talent into leadership roles in
the supply chain realm.

The supply chain industry will need to fill
about 1.4 million new jobs between 2014
and 2018, according to a study by the
logistics trade group MHI, Industry Week
reported. That is roughly 270,000 jobs per
year. But the talent shortage is one of the
“major barriers preventing innovation in
the supply chain,” the study found.
In Asian context, Singapore’s push
towards a smart nation and setting up of
the ASEAN Economic Community (AEC),
will position the country at a geographical
standpoint – a key gateway into exploring
supply chain management functions into
the Southeast Asian markets.
Mr Kevin O’Hearn, vice president of FedEx
South Pacific, said: “Logistics plays a big
part in the overall trade story, so Singapore
and ASEAN benefit tremendously from
cross-border trade. And in fact, we expect
the economy to grow by 5.5 per cent over
the next 10 years. With AEC coming up
online this year, as well as the Trans-Pacific
Partnership, we see great opportunities
to grow and for companies participating
in smart logistics to grow with fewer
customs clearance challenges.”

Addressing recruitment challenges
It is important for those in key leadership
positions to address challenges to
recruitment in supply chain effectively, by
implementing some of these suggested
means:
1.

Organisations are required to ramp
up their talent management activities
and invest in better talent retention
initiatives. A survey by Deloitte
reveals, “Little adoption of leading
talent practices by supply chain
organisations. Organisations need
to look at differences in use of multifocus area competency models, which
has to be tailored to reflect often
idiosyncratic nature of jobs in times
of disruptive change. This requires a
greater degree of sophistication in
human resources management—
and a deeper conviction that talent
development deserves the additional
effort.”

2. Furthermore, lack of gender diversity
programmes within companies and
recruiting more women into supply
chain careers, has been one of the
impediments stalling progress of
companies towards finding the perfect
hire for key positions into logistics
management. Other dimensions to
gender bias include age, ethnicity,
race, regional and country barriers,
lack of language proficiencies and lot
more. It is important for HR managers
to seek non-traditional pathways to
bridge the gender divide and recruit
diverse talent into the profession and
“up the ranks” in their career.
3. Disconnect between HR management
and the supply chain leaders needs
to be bridged. There is a need
for better collaboration between
interdepartmental functions to create
greater sense of joint ownership and
agility to set pace with supply chain’s
changing needs.
4. Most companies do not take initiatives
to develop the best talent acquisition
resources. Companies that treat the
recruiting function as a value-added
strategic programme versus a lowlevel tactical HR cost centre perform
well.
5. They also need to find external
supply chain recruiting agencies that
specialise in the function to address
their recruitment needs for skilled,
talented professionals with some
amount of experience to their calibre.

6. A cost-effective approach to attract top
talent and ramp up operation to speed
up with the competition is by levelling
the supply chain leadership training
curriculum to offer best on the job
training and rotating these talents into
different functional areas in the supply
chain.
As baby boomers retire in droves, it
is extremely clear that supply chain
organisations need to raise their game in
recruiting. The Deloitte 2015 Supply Chain
Survey confirms both - the extent of the
problem and offers cause for optimism.
Supply chain leaders anticipate the biggest
rise in the use of non-traditional methods
to recruit. Companies need to think out-ofthe-box to recruit talent needed for supply
chain excellence.
Wharton management professor Peter
Cappelli notes, “In the language of
operations research and supply chain
management, the problems of undersupply
and oversupply are collectively known as
‘mismatch costs.’ Reducing bottlenecks is
another supply chain concept relevant to
talent-on-demand.”
The path finders
According to a report, the e-commerce
segment in the Asia Pacific is burgeoning.
“For example, Singapore’s leading home
grown e-commerce logistics company
SingPost is using technology and analytics
to revolutionise parcel delivery in the
domestic market. With the “Pick Own
Parcel Stations” (POPStations), customers
can collect their parcels at their own time.
SingPost said its POPStations fit in well
with the push towards a Smart Nation.”

to make this a success. As end customers
and governments get more and more
conscious and demanding with regards
to transparency, traceability and speed,
blockchain technology holds the key to
removing blind spots from supply chain.”
To simplify, a blockchain is a distributed
public ledger for carrying out transactions
in a trusted environment and is the
technology behind the concept of bitcoins,
the most favoured cryptocurrency. The
network of computers uses cryptography
to allow each participant in the opensource network to update the ledger in
a secure manner, without the need of
a central authority. This makes hacking
virtually impossible, even without a
centralised platform.
Major banks such as Bank of America,
Development Bank Singapore and
Standard
Chartered,
are
distinctly
developing blockchain-based technology
to be used in trade finance. Tech giants,
such as IBM and Microsoft, have
announced their plans to step in and
include blockchain-as-a-service (Baas) as
part of their product portfolio. To say the
least, even if bitcoins are deemed to falter
or fail, its underlying technology is here to
stay.

Recently, Proctor & Gamble has also
taken its Supply Chain Innovation
Programme to a new level as part of its
five-year collaboration with the National
University of Singapore (NUS) for better
supply chain management. This new
collaboration is a part of P&G’s Connect
+ Development programme, which will
focus on raising supply chain innovation to
the next level by leveraging on NUS’ global
academic network and strong research
expertise in supply chain management,
as well as P&G’s industry know-how and
technologies.
Future trends in SCM
Supply and Demand Chain Executive
predicts, “Blockchain in supply chain is
definitely on the cards, and it remains to
be seen how swift procurement evolves to
a stage when sourcing teams are closely
involved in mapping out their entire supply
chain and providing the right information

About the Author
Evan began his career as a Recruitment
Consultant before moving into specialised
recruitment hiring in the logistics sector.
He is currently leading the logistics team in
TBC HR Consulting (S) Pte Ltd with eight
years of experience in the recruitment
industry.
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How To Thrive In The Enormous and
Evolving APAC E-commerce Market
by Tim Foster, Managing Director, APAC, Chainalytics

A

sia Pacific is the largest e-commerce
and m-commerce market in the
world. That reality did not hit home
for a lot of people until Alibaba’s record
breaking $25bn IPO on the New York Stock
Exchange in 2014. According to eMarketer,
10.1 per cent of all retail sales in Asia Pacific
last year were digital, and it estimates that
a full third of retail purchases in China will
be made via e-commerce by 2019. The
challenges and opportunities from this
seismic shift are immense.
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As China continues to shift away from
exporting the majority of the products it
produces to foreign markets and using
them to service its domestic and regional
demand, infrastructure attention is starting
to include local transportation in addition to
ports and highways. That is a necessity for
a country that faces challenges with last
mile delivery, and one that its neighbours
also face.
Emerging markets in Asia are seeing
their own e-commerce accelerations and
face similar challenges with undeveloped
networks needed to make good on the
promise of product delivery. However,
there is more to the picture than what is
immediately visible, and Asia will continue
to go about business in ways that make
the most sense considering capabilities,
culture and investment.
Swinging the pendulum back to brickand-mortar
e-Commerce pure plays like Warby Parker
in North America, have started opening
physical stores. At the same time,
established retailers like Home Depot
are seeing huge demand spikes for buy
at home, pick-up instore options. This
makes tremendous sense for Asia, where
shopping is as much a social exercise as it
is utilitarian and densely populated urban
areas see large amounts of foot traffic.
Retailers that think about e-commerce
within the framework of a larger
omnichannel ecosystem have fared well,
and that means maintaining an active
presence in both the physical and virtual
world, leveraging the capabilities of both
to service customers. When narrow roads
and human powered vehicles make up
a portion of the distribution network,
decentralised inventories that can be
fulfilled from nearby locations are ideal.
Differentiation driving competition
Elements of the value proposition like
convenience and in-store experience
are absent in e-commerce shopping
experiences, and that propels price to
the front of the line. Competing on price
alone has never been a winning strategy
for most retailers, and e-commerce
amplifies the problem of price by making
so many competitors instantly available
to consumers. Instead, differentiation
is what has driven success for online
retailers in North America and Europe, and
the Asia Pacific region -- which has less
history with brand equity -- is beginning to
see this.

Once differentiation and branding are
established, they can be woven into better
price competition through private labels.
Because consumers place a higher value
on trusted private labels than generic
brands, they become the preferred option
when priced equally or even slightly higher.
This is the type of differentiation that will
allow the savviest retailers to emerge
above the rest in Asia as e-commerce
continues its momentum.
Supply chain’s increasingly prominent
seat at the executive table
Managing supply chains has historically
been seen as a support system, a
necessity for carrying out the will of
executive strategy. e-Commerce and
omnichannel retail have disrupted the
support role of supply chain and only
companies that give supply chain leaders
executive decision making and planning
roles will win. The time and expense of
recovery from poor supply chain strategy
has simply become too great.
Organisations
that
embrace
this
fundamental shift in how supply chain is
viewed will enjoy massive competitive
advantages out of the gate. More
importantly, demand signals should be
constantly monitored and only companies
that employ supply chain leaders with
authority to react and scale to unplanned
shifts in the market are nimble enough
to thrive. The Asian region is a prime
example of the importance of agility as the
elements that drive its market behavior
are dynamic and unpredictable.
Understanding and planning for the
complexity of e-commerce in Asia is core
to reaping the fantastic opportunities of
the region. The best strategy for continued
success is looking to the west and realising
what has worked in the mature markets
there, but doing so through a lens of Asian
sensibilities and culture and making the
appropriate alterations to accommodate
them.

About the Author
Chainalytics Managing Director (APAC) Tim
Foster has more than 20 years of supply
chain experience across the APAC region
both as a consultant and as an executive
with leading multi-national manufacturers.
He understands the entire local, regional
and by-country pan-Asian picture—from
the macro-economic factors impacting the
region to each market’s unique logistics
demands and business complexities.
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New Risks Jolt Commodities
Supply Chain
by Matt Kelly, Independent Consultant, Thomson Reuters

T

he
challenges
facing
the
commodities sector have multiplied
as corporations worry much more
about compliance and reputational risks.
Checking suppliers and, in turn their own
suppliers, require new mechanisms and
collaboration.
Historically, large purchasers of raw
materials worried foremost about price
volatility and diversity of suppliers, either
to meet financial projections or to avoid
business interruptions.
Today, corporations must also worry that
they are not unwitting participants in
violating economic sanctions or tax fraud,
or whether their goods are identified as
coming from undesirable suppliers.
Given the already complex nature of
products, the impenetrable thickets of
regulation and the threat from activists
ready to lay siege via lawsuit or social
media, these compliance and reputational
risks add to a vastly increased burden
faced by commodities firms.
“Clearly companies have a handle on
financial risks, but if they’re operating in
emerging markets they’re dealing with
multiple issues,” says Mr Talib Dhanji,
a partner at EY and leader of the firm’s
commodities practice. “The key is to be
on top of the different ways that people
can commit fraud.”
Quality controls
Trading firms have a somewhat
different set of risks from their industrial
customers, because many firms do not
take physical possession of the goods
in question; they only trade futures and
hedging instruments with other firms
or customers. The frauds they might
encounter, then, are more about unreliable
promises than contaminated goods.
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“Just because you get a nicely published
document, that doesn’t mean it’s
appropriate,” Mr Dhanji says. “You’ve got
to have the right quality controls in place.”
Trading firms are better positioned to put
those controls in place, both because they
face heavy oversight from the US and
European regulators, and because the thin
profit margins in commodities can mean
severe financial pain if they fall victim to
unscrupulous dealers.
A delivery that turns out not to meet
specifications on quality, place of origin,
or volume, for example, might mean
a hedging instrument based on that
shipment is invalid or insurers would not
cover the loss. That threat tends to focus
the trader’s mind.

Business standards
Compliance or risk committees have
existed in many large organisations for
years, to ensure everyone is aware of
various regulatory and enforcement risks
the business faces and the practical
challenges of getting business done with
those concerns hovering around.
Supply chain risks are no longer any
different — especially as regulators,
investors and the public push more of their
concerns about global business standards
onto corporations everywhere. Like all
good jolts, those pressures roll right down
the chain.
Excerpt from Matt Kelly’s White Paper - New risk
challenges redefine commodities business.

Public scrutiny
Corporations that consume raw materials
are in a more difficult spot. They are
facing more public scrutiny and regulatory
oversight than ever before, and many
still do not have the right processes
or structures to manage these new
commodity risks effectively.
Compliance and reputation risks in the
supply chain are different. Instead of a
company looking horizontally to find more
suppliers of materials, the company must
look vertically down to its suppliers, and
then their suppliers, and their suppliers,
and so forth — all to be sure that no
unwanted goods have infiltrated the
supply chain at any point.
That requires new mechanisms to confirm
the source of commodity goods, as well
as new collaboration among treasury,
risk, procurement, and compliance
departments to do the task well.

About the Author
Matt Kelly is an independent consultant
who studies corporate compliance,
governance, and risk management issues.
He maintains a blog, RadicalCompliance.
com, where he shares his thoughts
on business issues; and speaks on
compliance, governance, and risk topics
frequently. Kelly was named as ‘Rising
Star of Corporate Governance’ by Millstein
Center for Corporate Governance in
inaugural class of 2008; and named to
Ethisphere’s ‘Most Influential in Business
Ethics’ list in 2011 (no. 91) and 2013 (no.
77).
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Technology

Smart Shipping,
Greener Future
by Nalin Amunugama, General Manager, BOGE Kompressoren Asia Pacific

I

n an increasingly globalised world, the
need for transportation has become
even more important. Consumption is
increasing as new consumer markets in
China and India develop. At the same time
new regulatory, environmental, safety and
energy efficiency issues have emerged,
specifically in maritime transportation.
Compared to air and land traffic, the
maritime sector produces fewer emissions
in terms of the load and distance
transported, and is substantially more
energy-efficient. While seagoing vessels
handle 90 per cent of intercontinental
freight transport, this only accounts for
about 2.2 per cent of global emissions.
However, as with all modes of transport,
substantial energy savings can also be
attained in maritime shipping, thereby
reducing costs.
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The European Energy Efficiency Directive
that came into effect in 2015 requires large
energy customers to cut energy use by
1.5 per cent annually. The measure aims
to realise Europe’s ambitious 2020 energysaving plans. The European Union (EU)
is also contributing to the International
Maritime Organization’s (IMO’s) process,
with the adoption of the EU MRV
Regulation (Regulation [EU] 2015/757) for
the monitoring, reporting and verification
of CO2 emissions from maritime transport.
The Regulation is the first step towards
a global solution to ascertain the real
contribution of shipping to global CO2
emissions, beginning in 2018.
Elsewhere, numerous technologies are
being developed to make shipping more
eco-friendly. The IMO’s new rules on
the transition from heavy fuel oil to the

much more expensive marine diesel have
resulted in ongoing efforts to conserve
energy. In fact, mandatory regulations
adopted by IMO ensure that all ships
built after 2025 will be at least 30 per
cent more efficient than ships operating
today. Combined with further technical
and operational measures plus new
technology, international shipping should
be able to reduce its CO2 per ton-kilometer
by 50 per cent before 2050.
Pressured by new regulations and a
highly competitive market environment
where cost efficiency is top priority, the
shipping industry is constantly looking
to reduce energy consumption. Marine
companies know that they have to change
the way they operate, if they are to
increase productivity, meet environmental
regulations, and cost effectively manage
and produce vessels.

Rise of big data
Digital technology is not only changing
how ships operate, it is also having a
transformative effect on how shipping
companies manage their fleets and run
their businesses. As well as enabling
ships to sail more efficiently and safely,
technology has the power to streamline
management processes and ease some of
the immense commercial, administrative
and operational pressures on ship owners,
operators and managers. With increasing
connectivity and improvements in data
analytics, there are new opportunities
to capture value from operations and
maintenance improvements by turning
low value data into high value actionable
information. The marine industry is
currently heading down the path that other
industries have - using data and analytics
to improve reliability, safety, efficiency and
productivity. Data and analytics can predict
and prevent failures, identify opportunities
for fuel savings opportunities, and avoid
downtime.
A new breed of software packages, such
as the ClassNK-NAPA GREEN, is one
such solution, offering real time big-data
analysis, performance monitoring and
optimisation of vessel performance. By
passing the data through advanced and
highly accurate predicative algorithms,
it delivers information on current
operations, and on potential operational
changes, ranging from route to speed
profile and floating position, to allow the
vessel to reduce fuel consumption, and
correspondingly achieve cost savings.
Advances in automated monitoring and
ship-to-shore
communications
have
made the data collection accessible to all
maritime and ship owners, big and small.
Whether the information is used to design
for efficiency or simply to manage vessel
maintenance, effective implementation
of the right tools can have a real impact.
Applied wisely, big data can better connect
and provide support for more productive
and greener shipping.
Compressed air efficiency
As with many industrial air compressors,
energy consumption can be high due to
poor volumetric and motor efficiency,
inadequate cooling at high ambient
temperatures, compressor controls, over
pressurisation and lack of preventive
maintenance. In the maritime industry,
shipping operators are looking to improve
the performance and energy efficiency of
compressed air installations. Compressors
are essential components of a ship, and
unlike other industrial compressors that
do not require such high reliability, high-

quality compressors for marine use are
built to last the lifetime of a ship. However,
the need to install new systems in ships
that are already operating does occur
from time to time due to various reasons,
such as more capacity, higher air quality,
environmental requirements and energy
costs.
BOGE, a leader in compressed air systems,
recently added marine applications to their
range. The new series of low speed SRH-/
RH-starting air compressors provide a
steady supply of compressed air to start
up diesel engines. The air-cooled, beltdriven piston compressors are available
from 3 to 37 kW output for 2-stage, 3-stage
and 4-stage compressors, with two or
four cylinders. Each comes in a compact
design and delivers peak performance at
high ambient temperatures ranging up
to 45°C, and works well in humid and
confined machine rooms with space
constraints.
The utilisation of the advanced tongue
valve technology allows for efficient
control of inlet and outlet air in the
cylinder chamber of these piston
compressors. Tongue valves, which have
fewer components than conventional
ones, enable friction-free operation with
minimal dead space flow resistance,
which means more free air delivery and
higher valve working life. For ship owners
and operators, this translates to a longer
life cycle with minimal maintenance and
maximum reliability, as well as lower
energy consumption due to its volumetric
efficiency and substantially reduced life
cycle costs.

scrubbers, namely devices that curb
harmful ship emissions, and alternative
energy sources. The facility comes
equipped with a fully-fledged 1.5 megawatt
diesel ship engine, which can run on most
of the conventional liquid fuel types for
energy research such as biodiesel, gas-toliquid, and synthetic diesel. Also on board
are advanced sensors and monitoring
devices to facilitate research innovation in
energy storage, noise pollution, and waste
heat recovery.
Earlier this year, the EU announced its plans
to provide an investment funding of €10m
towards an ambitious scheme to create a
global network of ‘centres of excellence’
to support the IMO’s plans to establish
maritime technology co-operation centres
(MTCCs) in five regions – Africa, Asia, the
Caribbean, Latin America and the Pacific.
The four-year project will assist developing
countries limit and reduce greenhouse
gas emissions from their shipping and
maritime businesses through technical
assistance and capacity building.
This crucial investment for both
Singapore and the EU demonstrates
the respective region’s commitment to
a range of potentially game-changing
maritime initiatives aimed at reducing
shipping emissions and raising energy
efficiency to improve the industry’s global
environmental footprint.

Accelerating technology transfer
To meet emerging challenges and
environmental demands, the maritime
industry needs to embrace new
innovations and be willing to adapt to
change. The development, utilisation and
adoption of new technology towards
improving energy efficiency offer many
opportunities for cost savings in the
industry, boost competitiveness, and
develop world-class products. It is
important for the entire maritime value
chain to work together to accelerate both
knowledge and technology transfer.
Heeding the call, Singapore’s Nanyang
Technological University launched the
region’s first advanced maritime energy
test facility in November 2015. With more
stringent regulations on ship emissions
and energy efficiency standards in years
to come, the S$8m Maritime Energy Test
Bed aims to develop cleaner and more
sustainable maritime energy solutions.
These include advanced filters called

About the Author
Nalin Amunugama is the General Manager
of BOGE Kompressoren Asia Pacific and
has over 25 years of experience in the air
compressor business and its applications
for the marine, engineering, plastics,
pharmaceutical and food industries. As a
global leader in compressed air systems,
BOGE’s focus is on creating energy-saving
solutions from both an economic an
ecological viewpoint to benefit customers,
and, more importantly, the planet.
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SUPPLY CHAIN ASIA

FORUM
20
16

6 – 8 September 2016,

Grand Copthorne Waterfront Hotel
In partnership with

Green Freight Asia

ICLT 2016

Future Proof Your Supply Chains
Digital Data, Intelligent DC &
Last Mile Logistics Exhibition & Showcase

Registration is now open | www.supplychainasia.org
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About Supply Chain Asia Forum (SCAF)
Supply Chain Asia has been organising its annual conference since 2006. The annual Forum attracts supply chain and logistics professionals
in Singapore and Asia and generally attracts more than 500 delegates to its event. The Forum provides a platform for networking as well
as sharing of knowledge, trends and development impacting the industry.

About International Conference on Logistics & Transport (ICLT)
International Conference on Logistics & Transport (ICLT) is organised by the Centre for Logistics Research at Thammasat Business School,
Thammasat University and Excellence Centre in Logistics and Supply Chain Management, Chiang Mai University. The 2015 event was held
in Lyon, France hosted by Université Lumière Lyon 2, Lyon, France from 17th till 20th of November 2015. This major event for researchers
in transport, logistics, supply chain and value-chain management will be held in Lyon, France and has been chosen after successful
conferences in Thailand, New Zealand, Maldives, Japan and Malaysia. The conference’s best paper will be invited and considered for
publication in the International Journal of Physical Distribution and Logistics Management.

About Green Freight Asia (GFA)
Green Freight Asia (GFA) is an industry-led programme. GFA is incorporated in Singapore as a non-profit organisation. GFA is a memberdriven organisation mainly of shippers and carriers. Its key objective is to help lower fuel consumption across Asia Pacific sourced road
freight movements, reduce CO2 emissions from these movements and lower shipping costs across the entire supply chain.
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Exhibition & Showcase
In SCAF 2016, Supply Chain Asia will continue its focus on engagement and access to technologies and trends through the incorporation of
exhibition and showcase in its event. In 2016, we will be hosting a 10,000 sq ft exhibition to bring in 40 - 60 exhibitors to showcase their solutions
in the areas of:
• Distribution Centre Operations  •  Last Mile Logistics and Fulfilment Solutions  •  Supply Chain Software systems and Solutions
• Digital Data and Big Data Solutions

SCAF 2016 Tentative Event Programme
6 September 2016 (Tuesday)
0900-1200
1200-1400
1400-1700
1900-2100

ICLT Workshop (Kingfisher)
Networking Lunch
Site Visits (TBC)
Welcome dinner (for overseas guests) (TBC)

7 September 2016 (Wednesday)
0730-0900
0900-1030

Registration Opens
Supply Chain Asia Opening Ceremony (Ballroom 2)
0900
Welcome Address by Dr Robert Yap, Founding Chairman, Supply Chain Asia
0915
Opening Remarks – ICLT Chairman & GFA Chairman
0930
Keynote Speech by Guest of Honour
0945
Launch of Supply Chain Fellowship Program and Awards of Certificates

1030-1200
1200-1330

Networking Break and Tour of Exhibition by GOH (Exhibition Hall)
Networking Lunch

1330-1730

Supply Chain Hackathon
(Ballroom 2)

1800-2000

Networking Cocktail Session (TBC)

Sponsors Track
(Kingfisher)
1330-1430 – Sponsor 1
1430-1530 – Sponsor 2
1530-1630 – Sponsor 3
1630-1730 – Sponsor 4

ICLT Conference
(Pelican & Oriole)

GFA Forum
(Canary)

8 September 2016 (Thursday)
Supply Chain Dialogue
(Ballroom 2)
0900-1030

Supply Chain Technology – Trends &
Developments

1030-1100

Networking Break

1100-1230

Trade Compliance Challenges in
Asia

1230-1400

Networking Break

1400-1530

Supply Chain Security and Risk
Management

1530-1600

Networking Break

1600-1700

Talent in Supply Chain – Issues &
Developments

Conference Hall
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Exhibition Hall

Robotics Masterclass
(Kingfisher)

Conference & Presentation
(Pelican, Oriole & Canary)

Overview of Robotics and Innovation
Challenges in the Logistics Industry

GFA Forum / ICLT Conference

Robotics and Automation: From
Engineering to Commercialisation
Challenge

GFA Forum / ICLT Conference

Productivity through Innovation:
Adoption and ROI

GFA Forum / ICLT Conference

Automation in Logistics: A case
study

GFA Forum / ICLT Conference

Kingfisher Room

Pelican Room

Oriole Room

Canary Room

Non Member Ticket Price
Full-Access

Event Only Access

One day Access

Students Only

• Main conference
• Public exhibition
• Public & technical tracks
• Lunch
• Networking cocktail
session on 7 Sept

• Main conference
• Public exhibition
• Public & technical tracks
• Lunch

• Main conference
• Public exhibition
• Public & technical tracks
• Lunch

• Main conference
• Public exhibition
• Public & technical tracks
• Lunch

S$595

Access either on
7th or 8th Sept

S$495

(aft GST: S$636.65)

(aft GST: S$529.65)

S$295

SCA Member Ticket Price
S$357

S$297

(aft GST: S$381.99)

(aft GST: S$317.79)

S$75

(aft GST: S$315.65)

S$177

(aft GST: S$80.25)

40%off

(aft GST: S$117.00)

S$45

(aft GST: S$48.15)

Trade Visitor - Access for Free!
Public exhibition | Public tracks

Pre-registration is required.
Book your ticket now at http://supplychainasia.org/sca-events/sca-forum-2016-future-proof-your-supply-chains/

Supply Chain Asia Forum Exhibition and Sponsorships Details
Exhibition Type

Details

Additional Benefits

Price

Foyer Booth

2 panel backdrop (2m), Information counter,
fascia board, 2 chairs

One-year Corporate Membership

$3,500

Standard shell scheme, information counter,
fascia board, 2 chairs, basic lighting and a
power point

Opportunity to host 60-mins Public Track
(first-come-first-served basis)

$5,000

Ballroom Booth (9sqm)

($3,745 w/GST)

($5,350.00 w/GST)

Disclaimer: Supply Chain Asia reserves the right to change the information without prior notice.

To Register
Email: admin@supplychainasia.org
Online registration: http://supplychainasia.org/sca-events/sca-forum-2016-future-proof-your-supply-chains/

Official Hotel
Special Hotel Rate for overseas guests @ Grand Copthorne Waterfront Hotel.

Contact us now to find out more about our Exhibition and Sponsorship Details.
Paul Lim
Founder/President
Paul.lim@scasia.org

Elliyani Md Ali
Manager/Lead Editor
Elliyani@supplychainasia.org
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LogiMat® - your ideal storage and picking solution for
small parts
The vertical lift LogiMat® is a well-rounded complete solution for
high-performance storage and order picking. It can be used as a
stand-alone solution or integrated with other warehouse areas,
conveying systems or workstations to help optimise internal
processes. Thanks to its scalable concept, the functionality of the
LogiMat® can be customised specifically to individual customer
requirements. Contact us today for more information.
Schaefer Systems International Pte Ltd
P: 65/6863 0168 · info.sg@ssi-schaefer.com · www.ssi-schaefer.com

