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Another logistics result.

Retailers are increasingly challenged by rapid order turnaround times and
multichannel distribution. For as long as there has been order picking, sending
a person out to get the goods has been the common approach. Innovations in
handling technology and software have led to dramatic advances in split case
picking solutions. The Dematic RapidPick ® and Multishuttle ® Goods to Person
System is a high performance solution that helps you pick smarter, faster and more
ergonomically. Products and orders are quickly staged, buffered, sequenced and
transferred to pickers who can sustain over 1000 picks an hour. Not only do they pick
more productively, they are now able to do so more accurately. And as your business
changes over time, the modular and scalable design provides you with the flexibility to
adapt and expand to your new requirements.

Find out more

That’s what we call a logistics result.

Ask us.
(65) 6398 3980
www.dematic.asia
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You probably noticed that this page is sporting a new photo. That’s
me in the picture, and I’m thrilled to be joining Logistics Insight Asia
as the new editor.
I thought you might like to know a bit about me and some insight as to
where things are headed for the magazine. I have been working as an
editor in the B2B publishing industry for over 14 years, covering mainly
the electronics, furniture, and food manufacturing and distribution
sectors. I know that it’s a huge challenge to follow the steps of Syed
Shah, my predecessor, but I have a lot of ideas and feel motivated to
contribute my grain of sand to make the quality of this magazine so
much better.
Enough of myself: Let me tell you about this July-August issue. There
are three stories in this issue that I find particularly interesting because
they are relevant to recent concerns in our region. Supply chains have
become longer and more complex, while the severity and frequency
of supply chain disruptions seems to be increasing. Supply chain
risk is everywhere, especially so in today’s global economy where
natural disasters (Japan earthquake and tsunami), political upheavals
(Thailand coup), supplier shortages, and other unpredictable events
(Johor-Singapore causeway toll fee hike) can significantly impact
and disrupt a company’s logistics if it is not prepared for them. The
repercussions of supply chain disruptions reach far and can devastate
the financial health of many firms.
Risk cannot be eradicated, but the silver lining is that it can be
planned for. In this issue, DHL talks about business disruptions and
the importance of a fast, lean and resilient supply chain (page 10).
There’s also an article written by the CEO of Terra Technology on
how to control volatility in logistics (page 14). And in the Part 2 of
our CEO Series, we look into how to deploy a sustainable supply chain
structure in any business model, irrespective of size, market sector or
the goods or services involved (page 18).
Our industry has long been working to improve risk management
processes for the supply chain to help companies avoid missed
customer commitments, reduced earnings, and negative impacts to
brand perception. Flip through the pages to find out about the latest
developments.
Some of the things to expect for the future:
We at Logistics Insight Asia are looking to expand our roster of
contributing authors. So if you have ideas (from industry trends to
commentaries) and can write well, we want to hear from you. Please
e-mail your pitch to me (see my e-mail below). Don’t like something
we’re doing? Let us know. Of course, compliments are accepted as
well.
Meanwhile, hope you enjoy reading this issue! Stay with us—and
expect more.
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THE EMERGING SUPPLY CHAIN

Global business is at a crossroads and volatility has emerged as
a systemic condition, disruption occurs at any time, often with
unprecedented magnitude, and there are no longer discrete
sets of risk events with periods of stability in between. TOBIAS
LARSSON explains.
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With retailers facing some tough decisions, the demands and
complexity of competing across multiple channels have placed
a critical reliance on supply chain functionality. The agility and
resilience of IT resources is now core to achieving customer
satisfaction and future business growth. SCOTT GILLIES explores
whether retailers can ensure long-term profitability under the
constraints of legacy systems.
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OVER 50 PERCENT OF RETAIL CEOS SEE SUPPLY CHAIN AS
STRATEGIC DIFFERENTIATOR

D

igitally-connected consumers have
turned retail models upside down as omnichannel shopping has transformed supply
chains from an important business concern
to a mission critical one. So profound is
this change that 50 percent of CEOs recognise that their supply chain can be a strategic differentiator. However, 83 percent
of worldwide CEOs believe that their retail
supply chains are currently “not optimal” for
today’s changing retail environment.
In a global survey of over 400 retail industry
CEOs conducted by PwC for JDA Software
– titled “CEO Viewpoint: The Strategic Role
of Supply Chain in an All-Channel World”
– CEOs indicated what they are doing to
adapt to this changing environment and establish a new foundation for growth.
As mobile commerce comes of age, one of
the biggest challenges facing CEOs is managing the transformation to omni-channel
retail. However, only 34 percent of CEOs
consider the rise of omni-channel shopping
to be an external threat, while only 22 percent said it will have a direct impact on their
organisation.

JULY-AUGUST 2014

“The rise of omni-channel is one of the most
transformational shifts that has occurred in
retail in recent times,” said Baljit Dail, chairman of the board and interim CEO, JDA
Software. “Retailers who don’t understand
the strategic alignment of their supply
chain with consumer expectations are in
danger of becoming non-competitive. This
isn’t about making a tweak to the operating model, it requires a massive change.
The good news appears to be that there is
an emerging group of visionary CEOs who
understand that staying competitive during this inflection point requires a dramatic
shift of their current operating models to
deliver operational effectiveness and topand bottom-line growth.”
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CEOs say their top priorities are centred on
more traditional areas of growth – by entering into new regions and markets, by opening more stores, or through mergers and
acquisitions. These priorities highlight potential missed opportunities for more than
two-thirds of CEOs who failed to consider
enhancing distribution capacity and supply
chain as a key contributor to drive profitable growth.
CEOs think three fundamental risks will have
the most impact on their organisation over

[ CEOs say their top priorities are centred on more traditional areas of growth – by entering into new
regions and markets, by opening more stores, or through mergers and acquisitions. ]

the next three years: increasing competitive
threats (41 percent), margin erosion and
cost reduction (39 percent), and attracting
and retaining customers (24 percent).
These answers reveal a potentially sizable
gap between recognised risk and a strategy
to address that risk. While there are plenty
of exceptions, maintaining a strong customer value proposition is directly tied to
supply chain proficiency.
“Our Foot Locker supply chain is changing
in the face of multi-channel shopping. We’re
making it more responsive and faster,” said
Ken Hicks, president and CEO, Foot Locker.
“We are looking at new ideas and new ways
to distribute goods, not just to get them to
the store, but also to the customer.”
Fifty percent of CEOs recognise that their
supply chain can be a strategic differentiator. The survey also revealed that CEOs who
focus on optimising their supply chains
have 15 percent lower supply chain costs,
less than half the inventory levels and
more than three times shorter cash-to-cash
cycles.
Supply chain has moved from the back office to the store front as consumers seek
to seamlessly shop across virtual and
brick-and-mortar channels, says Bruce H.

Rogers, chief insights officer, Forbes Media. Our research highlights both the opportunities and challenges today’s retail
CEOs face in mastering this all-important
discipline. To do it well, CEOs are shifting their capital investments and business
priorities, as well as applying innovations
to drive a more strategic supply chain
that’s aligned with their business growth.
Only 15 percent of CEOs believe that their
supply chain today is resilient enough to
address the threat of external disruptions.
While CEOs who have focused on supply chain have seen results, there is an
opportunity for additional investment in
the space versus other categories of IT
spending.
“Taking a cautious, incremental approach
to this kind of market disruption can be a
deadly course of action,” said Dail. “There
seems to be a clear disconnect between
the actions required to make the transformation to today’s retail environment with
what is being currently done by many of
these companies. With speed as the new
currency, accelerating time to market and
responsiveness through an agile, connected supply chain must be closely aligned
with growth priorities to successfully compete and defend profit margins.”

I

n its second-quarter report, Drewry estimated that in 2014 transpacific carriers
have given away $1.3bn in annual revenues on contracts signed with beneficial
cargo owners for the headhaul trade alone.
On the Asia-Europe trade lane, annual contract rates are around $150-$200 lower
per 40 ft than in the prior year.
Drewry said the shipping lines had signed
the contracts at lower levels to fill their
ships, but warned it would put pressure
on carriers to recover revenue from the
spot market, which is expected to remain
volatile. The report said the lower freight
rates would also widen the gap between
the financial results of carriers that have
focused on cutting costs and the rest of
the top 20 lines.
“While supply and demand remain key drivers of freight rates across all trades, those
carriers cutting their costs are also better

equipped to offer lower rates and in real
terms they are in fact passing back these
benefits to their customers,” it said.
“Industry unit costs per teu are forecast to
decline by 2.5 percent this year and strategies such as slow steaming, redesigning
networks and buying bunkers in Russia are
crucial to this, but carriers will struggle to
make a profit since we are also forecasting unit revenues to decline by a similar
amount.”
Drewry director of container research Neil
Dekker said: “It could be that the huge
task of adequately matching supply and
demand at the global level and on a consistent basis – which ultimately helps to
drive freight rates – is simply beyond the
industry, and we do not mean this as a
condescending remark. “This is an industry where accurate volumes on many
trade lanes are unknown – simply because

there is no unified and agreed system of
accounting.
“This is an industry where relatively few
shippers can provide accurate volume
forecasts. This is an industry where the
constant desire to launch bigger ships in
order to reduce unit costs can only ever
logically be at odds with the aim of matching supply and demand.”

[ INDUSTRY NEWS ]

CARRIERS GIVE AWAY $200 PER TEU
IN ASIA-EUROPE CONTRACT RATES

Drewry added that the blocking of the P3
alliance by the Chinese authorities was
“disappointing for the industry since it
was an excellent opportunity to help stabilise the main trades, in terms of capacity management and efficient use of assets. That chance is now missed,” Drewry
said. “A mature debate is required to help
balance the benefits of higher economies
of scale, alliance consolidation, and the
need to control an oligopoly of mega alliances.”

CROWN MOVES TO A LARGER, STETEGICALLY-PLACED
PREMISE IN THAILAND

“With the opening of this new facility, we
are now able to store more lift trucks,
more spare parts and accessories, and
house our growing number of technical,
engineering, sales and administrative
staff today and for many years to come,”
said David Calleia, managing director
Southeast Asia, Crown Equipment. “This
is another milestone in our continuing
role of supporting manufacturing, retail,
warehousing and logistics companies in
Thailand.”

At more than three times the size of
Crown’s previous Thailand head office
location, the new facility affords Crown
many advantages including extra space
to accommodate a significantly expanded
workshop area and spare parts holdings.
According to Calleia, the new facility also
means that Crown Thailand can continue
to make environmental gains.
“This new facility advances our waste management and recycling programmes and
practices. As a global company, we are
committed to being as proactive as possible. For instance, our annual ecologic
report highlights Crown’s global efforts to
minimise waste, manage energy use and
maximise product and facility lifespan.”

HYUNDAI SELLS LOGISTICS DIVISION TO ORIX

S

outh Korean conglomerate Hyundai
Group signed a deal to sell its logistics
unit to Orix Corp., Japan’s largest commercial finance company by market value,
for KRW600bn ($584mn), a move by the
cash-strapped chaebol to secure cash as it
battles a prolonged global slump in its core
shipping business. The sale of the group’s
entire 88.8 percent stake in Hyundai Logis-

tics Co. will add to the 2.1 trillion won it has
secured through noncore asset sales in the
past six months to shore up its finances,
Hyundai Group.
Hyundai Group is the smallest of three
South Korean conglomerates created from
the breakup of the Hyundai empire over a
decade ago, along with Hyundai Motor Co.

www.LogAsiamag.com

Situated between Suvarnabhumi Airport
and the busy seaports, with fast road
access to all major industrial districts,
Crown’s new facility reflects its desire to
provide trained technicians at the right
time with the right part to deliver cost savings and value for customers. Customers

in the Chon Buri and Chanthaburi District
further to the east are still supported by
Crown’s Rayong spare parts and maintenance facility along with the team of service engineers based there.

and Hyundai Heavy Industries Co.
Hyundai Group’s flagship unit, Hyundai Merchant Marine Co., and its bigger crosstown
rival, Hanjin Shipping Co., have been grappling with falling freight rates and reduced
demand amid a global economic slowdown.
The two shipping lines have been suffering
operating losses since 2011.
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M

aterials handling company Crown
Equipment has relocated to a larger and
more strategically-placed premise in the
high-growth eastern seaport area of Bangkok, Thailand. The relocation positions
Crown to better support its growing customer base in terms of capacity and service response times. Additionally, it enables Crown to implement a number of new
environmental initiatives.

CLICK&PICK: UNLOCK THE POTENTIAL
OF ORDER FULFILMENT
“Swisslog’s modular Click&Pick concept offers a flexible and scalable solution for warehouse and material flow processes”
E-commerce and omni-channel sales are
dramatically changing the relationship
between suppliers and customers. Sales
channels are constantly changing – as are
the intralogistics challenges for market
players in meeting the expectations of today’s consumer.
Find flexible and scalable solutions for
warehouse and material flow processesfrom receiving to picking and shipping to
returns, is a challenge for start-up, established e-commerce company and omnichannel specialist alike. Now, Swisslog’s
modular Click&Pick concept is tacking
those requirements head on.

CHANGING CHANNELS
Technological advancements relating to ecommerce go hand-in-hand with the conventional structures such as bricks-andmortar stores, catalogue sales and phone
orders. The challenge is mapping all these
changing sales channels to create and
efficient omni-channel processes.
“Retailers expect an omni-channel sales
process to perform effortlessly, creating
highly flexible and fast structures that allow
smooth handling of orders today and in the
future. The trends is heading toward automated fulfilment solutions suited multiple
sales channels” explains Koh Seng Teck,
Head of WDS Southeast Asia, Swisslog.
Swisslog’s Click&Pick portfolio is customisable to meet existing requirements and
flexibly adapted to changing customer
needs and business models in e-commerce
and omni-channel sales. Conveyor and lifting technology, material flow software,
preconfigured systems such as AutoStore,
SmartCarrier or CarryPick, and extensive
industry experience are combined to create tailor-made solutions.

These guarantee high pick rates, accurate
shipping of goods, efficient returns and
putaway as well as innovative inventory
management that result in highly efficient
inventory and order fulfillment systems.
It’s no surprise that respected companies such as Swiss IT retailer and logistics
provider Competec, e-commerce companies Fesco/Fossil, and photo and video
accessories specialist Hama already rely on
Swisslog solutions.

CARRYPICK – “FULFILMENT IN
MOTION”
The automated goods-to-person system,
CarryPick, is the latest component in the
integrated Click&Pick concept from Swisslog, which was developed specifically for
e-commerce and omni-channel sales. Its’
scalability, flexible and economical picking
concepts reduce picking times by up to 70
percent compared to person-to-goods alternatives.
CarryPick is designed primarily for warehouse and picking operations with an
extensive range of products – 3000 SKUs
or more – that need to be combined into
a large number of individual shipments.

These companies typically have exacting
requirements when it comes to product
diversity, fast delivery, efficient returns
handling, and cost control.
Transportable racks, AGVs, Warehouse
Management software and mobile multifunctional workstations are all included.
Each system can be integrated with rugged
AGVs controlled by a fleet manager lower,
lift and transport mobile racks holding
goods to picking stations. Order processing, control of goods replenishment as
well as the picking process are fully automated. Thanks to CarryPick’s mobile components, a very high level of redundancy
can be achieved, which makes the system
extremely reliable.
CarryPick is fully customisable and can
be equipped with shelves, compartments,
drawers, trays or hanging bards depending on requirements. The workstations can
be used for picking, put away replenishing
and restocking with put-to-light technology, projectors and hand scanners, ensuring smooth and efficient work processes.
“With the latest addition to Click&Pick,
we’ve brought together a reliable and
efficient solution that allows companies to
achieve the highest levels of future viability
and investment security.” concludes Koh.

CLICK&PICK®
UNLOCK THE POTENTIAL OF YOUR
E-FULFILMENT

RELIABLE, FAST, ACCURATE & SCALABLE.
In today‘s competitive world, retailers must be able to deliver the right orders to the right customers at the right time. Errors and delays
in order fulfilment can have lasting negative impacts on your brand, whilst maintaining high stock levels can tie up capital and limit
flexibility.
As a full service partner of automated e-fulfilment solutions, Swisslog enables you to achieve the highest throughput at the lower cost,
efficiently handle large SKU ranges and accurately meet delivery demands and requirements.
Warehouse Automation - Design, Develop and Deliver.
+65 6280 0600
wds.sea@swisslog.com

www.swisslog.com

[ INDUSTRY NEWS ]

EUROPEAN FIRMS COOLING ON CHINA

E

uropean companies doing business in
China are finding the market less attractive
due to rising labour costs, a slowing economy, and lack of adherence to the rule of
law, the European Union Chamber of Commerce in China said. Other factors hurting
the business climate, according to the latest survey of 552 Europe-based companies
operating in China, include difficulties attracting and retaining staff, market access
barriers, and discretionary enforcement of
regulations.
“The economic slowdown is a real gamechanger for European companies in China,”
said Jörg Wuttke, president of the European
Chamber. “For multinationals, China is still
important but not as important as it was a
few years ago.” Despite Beijing’s promise
to enact far-reaching economic reforms,
only 53 percent of the companies polled
said they expected to see changes implemented in a meaningful way. “A new sober
reality is developing,” the report said. “An
abiding sense of pessimism for future performance is setting in.”
Some European companies appear to be
voting with their feet, or at least thinking
of doing so. While the world’s second-largest economy remains a hugely important
market, many said they were scaling back
investment plans. Only one in five ranked
China as their top destination for new investments, down from a third in last year’s
survey.
The proportion planning to expand their
activities in China over the near term
dropped to 57 percent from 86 percent a

[ While the world’s second-largest economy remains a hugely important market, many said they were
scaling back investment plans. ]

year ago. Companies that have operated
in China longer were generally more pessimistic than newcomers.
The European chamber also mentioned
that few of the problems faced by European companies in China are new. But the
impediments are getting more pronounced
and entrenched, it added. “Business in
China is already tough, and it is getting
tougher,” the report said. “European companies are left wondering if the good times
in China have already ended.”

Better rule of law would be the best way
to improve China’s future economic performance, surveyed companies said. Laws
themselves are generally adequate, many
said, but the big shortfall is with enforcement. “European companies are ‘looking
over the fence’ to see what opportunities
exist in China’s neighbors,” the report said.
The results of the poll mirror an American
Chamber of Commerce survey published
earlier this year, although the decline in
confidence was less dramatic among US
businesses.

CEVA OPENS REGIONAL HQ IN DUBAI
JULY-AUGUST 2014

C

LOGISTICS INSIGHT ASIA

08

EVA has officially inaugurated its new
regional headquarters and main freight
management office at the Dubai World
Central’s (DWC) Business Park. The inauguration ceremony was attended by Paolo
Serra, director of the Business Park, DWC;
Xavier Urban, chief operating officer of
CEVA; Carlo Rosa, managing director, MENACA, CEVA; several DWC official representatives; and local and regional officers from
CEVA Logistics.
The new facility will enable CEVA to
strengthen its operations in the UAE and
the GCC as well as expand its presence in
the Middle East, North Africa and Central

Asia (MENACA) sub-region. The company
will immensely benefit from its strategic
location at the heart of the official site of
the World Expo 2020. Aside from the latest
infrastructure and close proximity to the
Al Maktoum International Airport (AMIA),
CEVA’s office at Business Park will benefit
from swift connectivity provided via Sheikh
Zayed Road, Mohammed Bin Zayed Road
and Emirates Road, connecting seamlessly
to the entire UAE and the region. This will
tremendously enhance the company’s operational capabilities and optimise its turnaround time.
Serra said: “Dubai World Central has

established itself as a leading logistics hub
in the region and the opening of CEVA’s regional headquarters and the new office at
the Business Park once again underscores
this. The moving of a major logistics company such as CEVA into DWC once again
demonstrates its significant role in offering global corporations with infinite possibilities and unmatched facilities to explore
the regional market and strengthen their
presence. We welcome CEVA Logistics on
board and look forward to serve more such
key players who share a common vision of
long-term growth and success, as we offer
more space to cater to rising demand for
offices at DWC’s Business Park.”

D

amco has started operating the first
international standard warehouse and
Container Freight Station (CFS) facility
in Myanmar. The 4,000 sqm facility is CTPAT compliant and strategically located
within 15 kilometres from Yangon ports
and major industrial locations in Yangon.
It is suitable for import/export activities
for Fast Moving Consumer Goods (FMCG),
consumer electronics, apparels, components, machinery and project cargo.

The second Supply Chain Symposium and
Summit will be held in March 2015. It will
focus on bridging concepts, practices
and technologies in supply chain management, as well as cover topics on realworld implementation and benefits that
result in increased supply chain pipeline
velocity, profitability and performance.
Coupling supply chain practice with input from specialists in the Asia-Pacific
region, the event will be a platform for
mid- to senior-level logisticians from all
market segments to share solutions and
learn new skills that they can apply to
their professions.

Since international sanctions were lifted
in 2012, Myanmar has established itself
as a new frontier market, with potential
to become a major sourcing country and
consumer market for our customers in

the near future. The country’s strategic
location between three drivers of global economic growth – China, India and
Southeast Asia – makes it one of the most
promising emerging markets in Asia.

Call for sponsors and papers are now open
for LogisSYM. For more information, visit
www.logisym.com or send an e-mail to
Edmund Lee at elee@lscms.org.

LogiSYM CEO Series

Supply chain dictionary, iPhone
and Android apps
Like in most professions, the logistics and
supply chain industry has become so technically sophisticated that a whole new language of terms, jargon, abbreviations and
management buzzwords have developed
alongside legal words and definitions.
Compiled and edited by members of the
Society from a number of sources, the aim
of this dictionary is to identify these terms
in clear, unambiguous English, and providing accurate definitions and descriptions.

The summit is also a good opportunity
for them to network with customers and
key industry experts.

The SCM dictionary can be accessed from
www.lscms.org.

The symposium will also cover the various aspects of the supply chain, namely
finance, information, product, people and
knowledge.

The SCM dictionary is also available as an
iPhone and Android app. It can be downloaded from the iPhone and Google Play
stores for FREE.

The aim of this series is to make senior
decision makers and CEOs within organisations aware of the opportunities to maximise their profits through leveraging the
value within their supply chains, therefore
creating a more balanced business model
that allows for growth.
Starting September 2014, the Society will
run a four-part CEO Programme Series that
will discuss four key topics in effective supply chain management. This series aims to
provide a clearer understanding of how
supply chains are relevant to businesses
and how to leverage this to help grow organisations.
It will evaluate and discuss complex supply chain decisions and how one can leverage supply chain operations in today’s fast
moving and competitive environments. It
will also help CEOs and non-supply chain
business leaders in building a roadmap
of the challenges and threats, and how to
manage them.

www.LogAsiamag.com

LogiSYM015

[ Myanmar has established itself as a new frontier market, with potential to become a major sourcing
country and consumer market for our customers in the near future. ]
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“Damco is the first global logistics company in Myanmar. After acquiring an operating license in 2013 and opening a new
office in Yangon, we have strengthened
our position in Myanmar by being the
first international logistics company in
the country to start offering own-operated
CFS/warehousing services,” says Kiattichai Pitpreecha, managing director of the
Thailand, Malaysia and Myanmar cluster.
“This international standard CFS facility
enables us to provide superior service to
our customers through direct control and
management of the entire operation and
service delivery process.”

[ INDUSTRY NEWS ]

DAMCO STARTS CONTAINER FREIGHT STATION
OPERATIONS IN MYANMAR

[ STRATEGY & BUSINESS ]

THE EMERGING
SUPPLY CHAIN
Global business is at a crossroads and volatility
has emerged as a systemic condition. Disruption
occurs at any time, often with unprecedented
magnitude, and there are no longer discrete
sets of risk events with periods of stability in
between. TOBIAS LARSSON explains.

W

hen disruptions occur, the global
supply chain – now an intricately
intertwined web – acts as a massive neural
network, spreading impact instantly
among all the connected parties. Effects
cascade across the extended supply chain,
and frequently gain intensity as they ripple
outward from the epicentre.
In this environment, traditional supply
chain management models begin to break
down, bending under the strain of the
unknown and the unexpected. Just-intime, lean and other acknowledged best
practices create highly efficient supply
chains. As it turns out, however, these
supply chains are also brittle and high risk.
In the face of this realisation, a new
paradigm is emerging: The fast, lean
and resilient supply chain. This hybrid
tempers efficiency and cost management
with rational and appropriate contingent
capacity, scale and capability. The new
resilient supply chain must be able to
maintain its core purpose or restore to its
core purpose in the face of disruption: this
is resilience in action.
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It goes one step further than that, however. The resilient supply chain not only
reduces and recovers from risks but also
anticipates, rapidly adjusts, and even
capitalises on unanticipated supply chain

events or disruptions. To the latter point,
by being able to respond, redirect resources, and shift to alternate strategies
and tactics when a disruption occurs, resilient supply chains can capture sales and
market share from companies that do not
have this ability. Thus, true supply chain
resiliency is about growth and competitive
advantage – not just disruption avoidance
and mitigation.
Effective supply chain risk management
entails more than a simple, one-time gap
assessment or prioritisation exercise.
It requires continuous monitoring and
improvement that go beyond the company’s
borders. The traditional approach to
responding to supply chain risk followed
a predictable pattern. First, attempting to
be prepared when events happen, then
reacting according to plan if possible,
recovering, and finally waiting for the next
event to happen when the cycle repeats.
This kind of reactive response is no longer
sufficient. Incremental risk management
and cautious adaptation are no longer
enough. Reducing risk is not the same as
improving resiliency. With the multifaceted
nature of today’s supply chain risks, companies must take a more holistic approach.
They must build resilient supply chains.
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[ Effective supply chain risk management entails
more than a simple, one-time gap assessment or
prioritisation exercise.]

THE MODERN BUSINESS
PARADIGM
[ The growth of logistics capability has produced a
physical network that extends worldwide.]

Mounting volatility and uncertainty is not
an accident of time, but a consequence of

how the basic conditions for doing business
around the world have changed. Firstly,
the speed of everything is accelerating.
Secondly, the scale of interconnection is
increasing profoundly. The dense web
of Internet connections now provides
instantaneous and near-ubiquitous global
access to information, which flows to and
from everywhere. At the same time, the
growth of logistics capability has produced
a physical network that extends worldwide.
This network supports and enables the
business of interconnected commerce. All
of this has created a system that is highly complex, intertwined, and fast – and
which generates enormous risk and volatility in the marketplace.
This volatility ecosystem is made up of
three basic tiers of volatility sources that
affect supply chains. These tiers can be
depicted as concentric rings. The first
and outermost ring represents macro or
systemic forces at work, such as interest
rates, trade patterns, political stability and
the like. The second ring incorporates enterprise/organisation/business volatility –
e.g. product success, company health. The
third, innermost ring represents supply
chain volatility, which incorporates the two
outer rings, as well as its own set of values.
These can be anything from supplier failure, extreme demand variability, inventory
shortages, to product recall.
The basis for this supply chain volatility
ecosystem lies in the prevailing business
best practices of the last 20 years. Most
organisations competing in the global
marketplace over the past 20 years have
organised their supply chain around
three key criteria: efficiency, low cost and
speed to market. They adopted a number
of strategies to achieve these principles,
among them:
• Outsourcing
• Consolidation of physical assets and
suppliers
• Lean and just-in-time manufacturing

Capitalising on growing demand for technology products in rapid-growth markets,
therefore, requires a supply chain designed specifically to meet the challenges
posed by this constellation of risks. Companies can derive real and lasting benefits
from adopting best practices in emerging
markets – all while hedging risk.

[ STRATEGY & BUSINESS ]

varying levels of infrastructure and unpredictable demand growth with the pressures of the technology sector – including expectations for near-instant service,
product innovation, competitive price and
personalisation – and you have the definition of uncertainty.

THE MODERN SUPPLY CHAIN

[ A new paradigm is emerging: The fast, lean and resilient supply chain. ]

Take current thinking in inventory management, for example. With the advent of
just-in-time and lean manufacturing, highly extended supply chains operate without
historical inventory buffers and “fat.” While
this strategy saves money, it carries a risk.
High inventory levels hide supply chain
problems; lean inventory, on the other
hand, exposes them. It is not uncommon
for inventory to be positioned in the wrong
place in the wrong amount – or it is just
plain invisible because of disconnects in
the supply chain, partners and tiers.

In mature markets, demand patterns and
technology adoption rates are better known
and understood, as are the exigencies of
doing business in developed countries.
The same cannot be said for emerging
markets. There is no homogeneous
emerging market or approach. Emerging
markets, and clusters within these markets,
each have their own variables, issues and
challenges. Companies and consumers are
evolving – in flux.
Even as technology companies evaluate growth strategies in these markets,
they do so recognising that they are
entering uncharted waters. Combine

Integrating supply chains so that all the
upstream and downstream partners can
see the full picture enables them to plan
ahead more accurately and manage demand more cost-effectively. It also reduces
risk, because the supply chain is operating according to a single plan and a single
‘version of the truth’.
This kind of collaborative model already
exists in industries like automotive and
technology – and is beginning to be adopted by other sectors as well. The model,
called the supply chain control tower or
lead logistics provider, is executed by
some third-party logistics companies.

www.LogAsiamag.com

These strategies cut operating costs,
shorten lead times, reduce inventory, improve margins and provide operating flexibility. They help accelerate new product
launches which, in turn, can translate into
capture of market share. At the same time,
they add complexity to supply chains – expanding their geographic reach, creating
dependencies and interdependencies (often hidden), eliminating redundancies,
and forcing organisations to rely on more
tiers of suppliers. All of this has meant
a lack of resilience and an increased risk
profile, as well as more vulnerability to
natural catastrophes and other events.

lifecycles for many products is challenging
in any market, allowing little room for
error. But the relentless pace of change
in the technology sector makes emerging
markets even more of an uncertain bet.

THE CHALLENGE OF EMERGING
MARKETS
The volatility ecosystem above is difficult
enough in markets companies are familiar
with and established in. Emerging markets, while lands of significant opportunity, are also home to greater unknowns,
uncertainties and therefore, volatility.
Take the technology industry for example.
Technology is a risky business – inherently
unpredictable. Increasingly compressed
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[ Technology is a risky business - inherently unpredictable. Increasingly compressed lifecycles for many
products is challenging in any market, allowing little room for error. ]
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• Low-cost country sourcing and production.

Building a supply chain that is both lean
and resilient means creating a new hybrid
that balances the need to reduce costs
with effective use of redundancy, contingent scale and capacity. This is no easy
task, and the solutions are dependent on
multiple variables. They differ by customer, geography and provider. Although approaches differ by industry sector, certain
attributes are emerging as the hallmarks
of this lean-resilient supply chain hybrid.

[ STRATEGY & BUSINESS ]

Exactly what is a supply chain control tower?
At the heart of the control tower concept is
real-time visibility across the extended supply chain – incorporating suppliers, manufacturing nodes, carriers and third-party
logistics service companies, and customers.
A lead logistics provider (LLP) sits at the
top of the control tower, using real-time
visibility tools to constantly monitor and
assess the condition and performance of
the supply chain. Thanks to alerting systems, potential or real problems can be
identified and addressed proactively before they disrupt the supply chain.
Real-time visibility enables the supply
chain to be orchestrated in a collaborative
fashion, reducing risk from the unknown
and thereby improving resiliency. Global
so-called “best-in-class” LLPs can provide
what amounts to an on-the-ground sensor
grid in their countries of operations,
geared to continuously monitor supply
chain conditions. This capability is
particularly important for companies that
are expanding their geographic footprint
in new markets.
The control tower model can be a highly
effective way to manage the daily operations of a global supply chain, and, on a
more strategic level, identify and manage
risk and disruptions. Better visibility also
reduces inventory in the channel. And
supply chain network design, a hallmark
of the control tower model, optimises the
network for both cost and service.
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Supply chains move goods, but they run
on information. The global, interconnected and technology-enabled supply chain
operates like a giant neural network, carrying ‘signals’ at lightning speed throughout the network. Creating this neural network has improved efficiency, reduced
costs, expanded commerce, accelerated
product flows, and created all kinds of
value. But the network is only as good
as its connections and the visibility they
provide.
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12

Visibility is critical to resiliency; the more
visibility you have, the more time you have
to react. If you extend the visibility boundaries of your supply chain, you can see issues earlier in their development cycle and
gain more time to respond. This requires
that the whole supply chain cooperates to
share data and visibility.
Global LLPs can provide this visibility.
Their supply chain software solutions and
risk management tools deliver visibility
into supplier production, inventory and
in-transit goods in both the inbound and
outbound supply chain. This visibility is
critical to managing risk and building

[ Lead Logistics Provider (LLP) sits at the top of the control tower, using real-time visibility tools to
constantly monitor and assess the condition and performance of the supply chain. ]

resiliency across a supply chain network.
For example, DHL recently launched
DHL Resilience360. This tool allows
users to assess critical hot spots in their
specific supply chains, visualise them
and then build a risk profile of their
supply chain in order to initiate potential
mitigation activities which can turn
disruption into competitive advantage.
Highly customisable, it comprises two
sophisticated products: Resilience360 Risk
Assessment, a continuous assessment
study, and the software-based solution
Resilience360 Incident Monitoring. Both
are designed to improve the resilience of
our customers’ supply chains.
Ultimately, the two solutions offered by
DHL Resilience360 are designed to protect our customers’ businesses. They are
designed to protect sales, maintain service
levels, reduce emergency costs, enable
fast post-disruption recovery, and protect
brand and market share. They leverage
DHL’s existing core capabilities such as
extensive logistics expertise, supply chain
information, and global network. The company partners with some of the world’s
leading risk-management data providers
and risk intelligence experts.
The lessons learned over the past few years
from disasters, disruptions and high levels
of volatility make several points clear. Supply chain vulnerability is a network-wide issue, and must be addressed on a networkwide basis. This requires higher levels
of information sharing across the supply
chain, particularly with the logistics service
providers charged with executing the collective supply chain operations.

Best practice companies are partnering
with global LLPs to re-balance their supply chains, to strike the right tradeoffs
between risk and reward and the cost for
both. This re-balancing is based on the
ability to flex and flux in response to volatility of any kind – be it an unexpected
sales spike or a fire at a major supplier –
and do so effectively and affordably.
This means building out capabilities,
strategies, and tactics that assess, quantify
and value supply chain vulnerabilities
and determine the value at risk resulting
from those vulnerabilities; deliver agility,
appropriate redundancy and contingent
capacity that can be switched on at a
moment’s notice; provide control tower
orchestration based on visibility and
technology tools across the supply
chain; develop innovative approaches to
anticipate future supply chain challenges,
risks and vulnerabilities; and develop
strategies, practices and tools to address
them.
A resilient supply chain not only reduces
risks but also anticipates, rapidly adjusts,
recovers and even capitalises on unanticipated supply chain events or disruptions. True supply chain resiliency is about
growth and competitive advantage – not
just disruption avoidance and mitigation.
It can be the difference between gaining or
eroding market share.

Tobias Larsson works as an
entrepreneur at DHL Customer
Solutions & Innovation, responsible
for creating innovative solutions for
customers.
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CONTROLLING
VOLATILITY
IN LOGISTICS
In a world of volatility and increasing supply chain
complexity, being smart about transportation
planning provides more than just a competitive
advantage – it can be essential to business
success. By ROBERT F. BYRNE.

S

hippers around the world are discovering that simply having transportation and
warehouse management systems are no
longer sufficient. With forward visibility of
only a few days of orders on hand, logistics is essentially running blind and stuck
in reactive mode, with planners scrambling to secure capacity and schedule
shipments. While effective at executing
existing orders, transportation and warehouse management systems were not
designed to include the forward planning
capabilities necessary to deal with volatile markets and constantly shifting customer demand. Transportation is mostly
planned manually on spreadsheets without the sophistication required to manage
complex networks, constant SKU proliferation, and the flood of big data across
the supply chain.

Fortunately, advanced pattern recognition
techniques, similar to the algorithms
used throughout the financial industry,
are now being applied to logistics to
create a new generation of planning
tools. New logistics planning software,
known as Transportation Forecasting,
fills the missing gap in existing systems
by providing accurate freight forecasts by
lane, mode and temperature class. This
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Lack of forward visibility not only impacts
the financial performance of logistics
operations, but more importantly, can
undermine the service and profit margin
objectives of the company as a whole.

[ Rapid population growth, an expanding middle class, and an unprecedented migration from rural
areas to urban centres are making it harder to predict product flows across any specific lane. ]
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[ Transportation and warehouse management systems were not designed to include the forward
planning capabilities necessary to deal with volatile markets and constantly shifting customer demand. ]

makes it possible for shippers to control
the impact of volatility on operations
and creates the opportunity for logistics
to become more than a competitive
advantage and a critical business success
factor in today’s fast-moving markets.
The emergence of logistics planning
comes at a time when visibility into
future transportation and warehousing
requirements has never been more
important. Global market volatility is at
an all-time high and shows no sign of
slowing down. According to the Asian
Development Bank, annual growth rates
for Asian markets are projected to stay
in the six to seven percent range through
2016, creating a steady rise in both freight
volume and competition for limited
shipping assets. At the same time, major
demographic shifts in Asia are radically
changing consumer patterns.
Rapid population growth, an expanding
middle class, and an unprecedented
migration from rural areas to urban
centres are making it harder to predict
product flows across any specific lane.
The concept of using spreadsheets based
on the prior year’s shipments to plan
logistics is no longer effective. Far from
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history repeating itself, we are plunging
head-first into uncharted territory which
calls for new, sophisticated software tools.
With transportation spend accounting
for between 5 to 15 percent of cost of
goods sold in many industries, rethinking
logistics planning remains one of the
few untapped levers for manufacturers
to make significant cuts in operating
expenses, boost earnings performance,
and create new cash flows to reinvest in
the business.

TRANSLATING DEMAND
INTO TRUCKS
Transportation forecasting allows shippers to understand what volatility and
changing consumer demand mean in
terms of lanes and pallets. It is not enough
to know that massive urban migration
is underway or that population growth
and an expanding middle class will drive
overall demand. Effective logistics planning requires actionable information of
projected freight flows by shipping lane
and through warehouse docks. Transportation forecasting takes advantage
of advances in mathematics, automation
and data availability to create accurate
daily forecasts of shipping needs. Importantly, these freight forecasts are synchronised with sales and operations planning
(S&OP) to ensure that the entire company
executes against the same demand plan.
Operating within silos is no longer an option for efficient logistics in fast-moving
markets. One multinational manufacturer
described the ability to take available demand data used to plan finished goods
and bring it to the level where they can
“talk trucks” as a true game changer.

shippers. For industries that rely on
trade promotions to drive sales, properly
managing promotional loads is essential. These high-profile events are under close management scrutiny by both
manufacturers and retailer partners alike.
More importantly, it can be a large part
of their business. In consumer packaged
goods, promotions account for one-third
of all shipments. If promotional events are
planned months in advance, why are shippers the last to know and only find out as
orders appear on their desk?

unusually cold spring means a later harvest. Demand planning forecast error for
seasonal items is on average 40 percent
higher than for non-seasonal products.
To complicate matters, extreme forecasting error, where shipments exceed or fall
short of forecasts by two times or more, is
twice as high for seasonal items. Instances of extreme error are the most costly
and disruptive for logistics, forcing staff
to scramble last minute to secure capacity
and expedite shipments to protect customer service.

Similarly, seasonal sales represent roughly one-third of consumer goods volume.
While they tend to happen around the
same time each year, the actual timing of
seasonal surges varies considerably. For
example, an early flu season shifts sales
of tissues and cold medicine forward; an

The additional uncertainty of volatile
markets further compounds the challenge and costs of managing surges in
transportation. Excess freight that is not
covered in contracts with preferred carriers goes to more expensive secondary
carriers. In tight markets, shippers risk
exhausting alternate carrier options and
end up on the spot market, or worse, cut
orders. A leading cause of service failures
is a shipper’s inability to find equipment
on short notice when faced with a sharp
rise in volume on a particular lane. While
it might be easy to find a truck or two in
the last minute, it can be challenging and
expensive to find a dozen. Reliable freight
capacity predictions by lane, mode and
temperature class for any time between
tomorrow and next year allow shippers to
identify capacity gaps well in advance and
proactively schedule additional assets at
preferred rates.
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Even without these major demographic
shifts, managing promotional and seasonal surges is a major challenge for

[ One multinational manufacturer described the ability to take available demand data used to plan
finished goods and bring it to the level where they can “talk trucks” as a true game changer. ]
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COLLABORATION ADVANTAGE

[ The additional uncertainty of volatile markets further compounds the challenge and costs of
managing surges in transportation. ]

Access to accurate lane-level transportation forecasts creates new opportunities
to collaborate with carriers, forge stronger
partnerships, and gain mutually-beneficial
cost advantages. Carrier pricing naturally
assumes a certain level of variability in

[ As a benefit of smart logistics planning, transportation planning software provides a new way for
companies to improve operational efficiencies and get more value out of their existing warehouse
assets. ]

SUSTAINABILITY
Forward visibility to transportation needs
also helps companies strategically use
logistics to promote long-term sustainable
growth. Fewer deadhead miles from
unproductive equipment moves reduces the
carbon intensity of transportation activities
while cutting costs. The availability of
freight forecasts weeks in advance provides
the opportunity to select lower carbon
and less expensive transportation modes
like intermodal or barge. Proactive crossdocking cuts warehouse energy footprints
as a percentage of sales and is especially

TAKING IT TO THE NEXT LEVEL
With the projected growth rates in Asia,
many warehouse operators face the
need to expand or add new distribution
centres. Building or committing to longterm contracts for outsourced facilities
represents a major financial commitment.
As a benefit of smart logistics planning,
transportation planning software provides
a new way for companies to improve
operational efficiencies and get more value
out of their existing warehouse assets.
For example, an $80 billion manufacturer

now uses predictable truck movements
and visibility to the flow of goods through
its warehouses to enable a new form of
proactive cross-docking.
Reduced handling and less holding time
improve warehouse efficiency to support
more sales per square metre of storage
space, reduce operating costs, and
maximise return on distribution centre
assets. The faster flow of goods also
allows companies to hold less safety stock,
improving cash flow and shortening their
cash conversion cycles.
Sophisticated transportation planning
tools also have the ability to perform
powerful what-if scenario management to
evaluate the pros and cons of different network configurations. Manually undertaking
even one what-if scenario on spreadsheets
is complex, time-intensive and prone to
errors. With transportation forecasting, all
that is required is to simply define the scenarios of interest and let the engine do the
complex mathematical work and graphical
reporting. The days of implementing network changes without fully understanding
the impact of lanes or warehouse requirements are now over.
These new capabilities provide the silver
lining within the dark cloud of volatility.
While shippers cannot stop volatility, they
can control its effects on logistics by investing in new planning software to capture market share and leapfrog peers.

[ Proactive cross-docking cuts warehouse energy footprints as a percentage of sales and is especially
impactful for cold chain operations. ]

Robert F. Byrne is the CEO of
Terra Technology.

www.LogAsiamag.com

impactful for cold chain operations.
Reduced safety stock from the better
flow of goods lightens a manufacturer’s
inventory footprint, including sizeable
reductions in carbon and water related to
the transportation and storage of goods, as
well as the manufacturing, packaging and
raw materials.
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From a carrier’s perspective, not all
shippers are equal. Shippers that consistently provide better financial returns get
preferential treatment in terms of freight
charges and equipment availability.
Achieving preferred shipper status is an
important step in transforming logistics
from a cost centre to a strategic weapon
promoting long-term profitable growth.
On lanes with tight capacity, if carriers
reach the point of having to decide
which loads to cut, being designated the
preferred shipper becomes a strategic
advantage. In mature markets where
service and efficiency are key, securing
preferred carriers keeps costs down to
prevent margin erosion and helps improve
customer scorecards with faster unloading
and fewer non-compliance issues. In
high growth areas, especially those with
congested or limited infrastructure,
strong carrier relationships can make
the difference between securing reliable
transportation and cutting orders.

[ TRACK & TRACE ]

demand across lanes. Sharing reliable
freight forecasts weeks in advance
removes much of this uncertainty, allowing
carriers to more efficiently deploy assets
and smooth out regional shortfalls or
surpluses. Whether your company owns
and operates a fleet or contracts to third
parties, having assets in the wrong place
hurts financial performance.

[ CEO SERIES ]

BUSINESS SENSE
OF THE SUPPLY
CHAIN
Raymon Krishnan, Stephanie Krishnan and Joe Lombardo look at how to deploy a
suitable supply chain structure into the business model, irrespective of size, market
sector or the goods or services involved in the Part 2 of the six-part CEO Series.

I

n Part 1 of this series, you may recall
how we discussed some of the common
challenges attributed to managing supply chains effectively. We have recognised
that a key factor for dysfunctional supply
chains is the misalignment between the
business strategy. The level of adequate
and competent execution capabilities in
the organisation is another contributing
factor that was identified in Part 1.
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Managing the corrective actions in such
situations will involve a structured review
process of the organisation, the vision
and mission statements, and the management approach to driving company-wide
integrated programmes. This is a major
process and would undoubtedly create a
high degree of disruption to the organisation. It will also present management
with a formidable challenge and requires
decisive leadership in the organisation to
initiate and sustain such programmes.
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Whilst one might feel that this sounds so
familiar, they will be comforted to know
that his or her company is not alone in
facing such issues. Surprisingly there are
many organisations that fail to embrace
the knowledge and science of managing
supply chains. This is also manifested in
the HR statistics of how few companies
have invested in supply chain competencies and strategic management education
and training in a consistent manner across
the whole organisation.
By cherry picking and applying snippets of
supply chain practises, one does not really
harness the full supply chain methodologies that are able to integrate the supply
execution capabilities to the business
strategy.
In this part of the series, we will examine
the value of deploying a supply chain structure into the business model, irrespective
of size, market sector or the goods or services involved. Most business leaders are
familiar with business strategies, business

models, product strategies,
marketing strategies, investment strategies and many
other factors relevant to
the business functions. But
these strategies, campaigns,
product launches and the
like are plans on what and
when to do something that
will bring revenue and profit
to the enterprise. But what
about the “how”?

BUSINESS STRATEGY
What is crucial to achieving
[ Diagram 1 ]
the goals of the business
strategies is the implementation and execution of strategic plans. The more the
strategies and increased business complexity, the more critical timing, methodology and accuracy of the execution
model will be. Managing the execution
processes of a company business strategy
and sustaining the business model would
suggest the need of an overall “super”
strategy to make it all happen. This would
seem quite evident, but it is not always
clear on how it would be done and who
would be responsible for the execution of
these activities. Having a clearly defined
and structured system to enable the execution of the business strategies and
model is the first step to appreciating the
value of a supply chain function within an
organisation.
Diagram 1 illustrates a traditional business structure in the classical chain of
command. The introduction of a supply
chain function would seem quite easy to
bring it into organisation, which could be
a dedicated supply chain function working with all the other functions. This approach would be easy to implement and
create the path of least resistance, disruption and cost. It is a solution that many
in the organisation would well subscribe
to as it involves minimal change to their
departments, authority and responsibilities. But before too long, managing such a

structure would prove to be difficult, yield
low results, and eventually collapse. It will
fail because the only change made was to
create a new horizontal functional layer
into the existing organisation and give it
the name of supply chain. The expectation that the existing vertical organisation
would follow the directives and coordination of this new function is not sustainable.
At this point, we should pause to reflect
on the definition and components of what
makes up an effective supply chain. There
are many interpretations and definitions
of what a supply chain is. Some imagine
it to be a complicated methodology where
you need to have highly skilled and intellectual people to understand and work it;
while others confuse or interchange terminologies to make simple things sound
more sophisticated than what they really
are.
The simple and unambiguous definition of
a supply chain is “a series of tightly interconnected and related processes that form
the backbone of an enterprise’s capabilities to transform and deliver its revenuegenerating goods and services to its customers”.
To illustrate this fundamental definition,
let us consider a typical business model.

Connecting the key points
of the business model
Put very simply, the supply chain is the
bloodline that connects in a structured
manner the activities of all the relevant
functions of an enterprise in coherent and
interconnected flows. However, these supply flows do not happen by chance nor
work on their own in isolation. They are
driven by vital stimuli to sustain overall
performance. It is the synchronised coherence to the business strategy that creates
the positive supply chain flows. The business functions in the supply chain are the
basic enablers and will provide the operating capabilities to execute the business
strategy.
Diagram 3 shows the revised enterprise
chart where the business cycle and supply
chain execution model are put at the centre. We then connect the execution model
to the vertical functional organisation and
to the business model that supports the
business strategy.
If the enablers are aligned, balanced and
driven by a competent leadership in all
functions, it will be this momentum that
will lead to an effective and successful execution of the business strategy.
An effective supply chain structure should
not be complicated nor mysterious in its
design and operation. The value of the supply chain should include all the elements
relevant to the business model, scalable in
its deployment, agile to adapt to changes in
the business and operating conditions, while

[ CEO Series ]

Complicated
organisation
charts, elaborate job titles
and strange job positions
that have evolved over time
(sometimes due to legacy
reasons) often confuse and
distort supply chain functions. When reviewing a
supply chain structure, it
would be productive to discard elaborate organisation
charts and peculiar job positions, and imagine what
the organisation could be if
we applied the basics that
we described in this article.
This approach will facilitate
and engage the management and key decision makers in a complete re-think of
a relevant functional organisation.

[ Diagram 2 ]

An
organisational
focus [ Diagram 3 ]
must be made on the core functions that
are relevant and mandatory to create the
necessary capabilities to deliver the results. These are the resources and competencies that should be embedded into the
organisation which can create the capabilities necessary to achieve the enterprise’s
deliverables. (In Part 4 of this series, we
will discuss in more detail optimising people and competencies in supply chain organisations.)

STRUCTURED SUPPLY CHAIN
FUNCTION
By understanding and using the business
cycle and supply chain model overview,
we are now able to develop a more effective organisation and functional sub-organisations which would synchronise the
existing resources better and remove the
non-contributing elements from core supply chain activities. A structured approach
also enables a better alignment of relevant
resources, will reduce operating costs, and
improve overall profitability.
The cost reductions that we expect from
this process will be the elimination of
overlapping activities, wastages in time
and effort, as well as create a leaner and
more responsive organisation that is
able to adapt to changing market conditions. This will enable the management to
identify, measure and control the critical
processes within each contributing function. The result would give a more visible
supply chain model, with performance indicators in a coherent structure. It is the
collective optimised KPI results of each

business block that gives the comprehensive visibility of the overall company performance.
In Part 3, we will be looking at building
and sustaining an enterprise supply chain
model. This will be relevant to all companies, large and small, mature and growing, as the business models are never
static – and so are supply chain continuously evolving. It is crucial that refreshing
the supply chain effectiveness can only be
derived by sustaining the necessary capabilities that are relevant to delivering the
enterprise’s goals.
Note: All the diagrams are designed for illustration of the point of principle and are
not intended to represent the optimum
supply chain model or structure.
Part 3 of 6 in next issue: Building
and Sustaining an Enterprise Supply
Chain Model

This article is the second of a
six-part series on optimising
supply chain performance written
by the Logistics & Supply Chain
Management Society (LSCMS).
Stephanie Krishnan is an honorary
fellow of and lectures for the
University of Wollongong. Joe
Lombardo is the founder of ESP
Consult. Raymon Krishnan is
the president of The Logistics &
Supply Chain Management Society.
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Having set up the fundamentals of the supply chain model, each of the major blocks
will have a clear visibility of where and how
their operational functions are linked and
contribute to the overall supply chain. By
re-focusing the company vertical functions
in this manner, we are now able to better
define the processes, monitor the effectiveness, and measure performance of the
supply chain.

able to consistently deliver the
required supply chain performance targets relevant to the
business strategy.
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It starts with a customer order and ends
with a customer delivery, and in between
is an internal process of transformation.
Diagram 2 shows this business model as
having three major blocks in the company
business cycle. When one can visualise a
company business cycle modelled in this
manner, it will become clearer to see how
a business strategy can be effectively executed. Creating a logical structure around
the company business cycle will enable
all the organisational functions to better identify their roles in the model. The
processes and mechanisms to connect
the three major blocks of the business cycle becomes the supply chain execution
model.

[ Software & Systems ]

Making Right
Choices
Jonathan Kwok and David Houser show how
e-commerce companies can leverage supply
chain technology to grow and succeed.

F

or e-commerce companies, pressures
from a volatile economy, uncertain regulations and changing customer demands can
lead to a supply chain that often feels as
if it’s on rocky ground: There is little stability and your surroundings could change
sharply at a moment’s notice.

Diverse challenges
The supply chain challenges for e-commerce
companies across Asia are diverse, from
connectivity issues to infrastructure. But the
response and solutions have been creative.

July-August 2014

Along with this uncertainty is a significant
change in global consumer dynamics: Gone
are the days when the east provides goods
to the consumers of the west. In June, the
Europe B2C Ecommerce Report released
at the Global Ecommerce Summit revealed
that Asia-Pacific now has the largest ecommerce market size in the world. While
this finding is logical considering the sheer
size of the population here, it should also
be noted that the potential for growth is
larger than in other markets, and so the
increase in consumers is not likely to level
off as quickly as other markets have experienced. The Organization for Economic Cooperation and Development estimates that
Asia’s middle class will account for almost

two-thirds of global middle class spending
by 2030. With this burgeoning demand
comes a flood of e-commerce companies
fiercely fighting for market share, distinguishing themselves by services, products,
delivery time and price points. These are
certainly important to the consumer, but
a dependable and adaptable supply chain
must first be in place before a company
can hope to serve a customer. A reliable,
flexible supply chain is what truly creates a strategic advantage and determines
success in these volatile markets. What’s
more, the technology that drives a supply
chain – especially at the distribution centre or warehouse level – cannot be a mere
afterthought: it is a requirement for doing
business and a competitive differentiator
that will make or break a business.

In Vietnam, dependable connectivity remains an obstacle, driving e-commerce
companies to consider Wi-Fi options for
their supply chain technology rather than
fibre cable. When connectivity is a hurdle
for a growing market, governments and
organisations will have to work together to
strengthen infrastructure.
“Singles Day” is held every 11th of
November in China and it has become
the biggest day of the year for unmarried
individuals to buy gifts for a significant
other. It is also an enormous challenge for
China’s e-commerce com-panies and their
logistics processes, many of which aim for
a 12-hour delivery time year-round or, in
some cases, strive for an incredible two
hour delivery time in major cities. Around
11 November, businesses may see one-day
sales reach 10 times the normal volume.
For example, Taobao, an online shopping
site owned by Alibaba, reported more than
¥18 billion (US$3 billion) in sales in 2012.
On the other hand, when fulfillment and
delivery can’t keep up with the holiday
orders, companies have been known to fire
their supply chain executives.

Warehouse technology:
The brains and muscle of
your operation
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For instance, many consumers in Asia,
especially those outside major cities, do not
possess a credit card. Some e-commerce
service providers, such as aCommerce in
Thailand, have offered the payment option
of cash-on-delivery for an order to help
expand its customer base.

[ The Organization for Economic Cooperation and Development estimates that Asia’s middle class will
account for almost two-thirds of global middle class spending by 2030. ]

Supply chain tools can help e-commerce
companies adapt to these diverse
challenges and uncertainties. Although
many elements go into a world-class supply
chain, the technology that manages the
processes and workflows in the distribution
centre and/or warehouse can act as both
the brains and the muscle of a company’s
operations: Having the right inventory
sitting in the right DC, consolidating SKUs
and making a fast, accurate delivery to the

[ If your warehouse software can’t quickly evolve, you are stuck with creating work-arounds or patching
together processes that can become bloated and cumbersome. ]

consumer is paramount. The warehouse
must be embedded in best practices
specific to the e-commerce industry, with
the flexibility to quickly respond and
transform its processes to meet any new

market or customer need. With the right
warehousing technology, e-commerce
companies will have a stronger, more
reliable supply chain and one that gives
them a true competitive advantage.

For instance, a warehouse management
system (WMS) is one of the most important tools in your supply chain technology suite: It provides directed and optimised workflows based on a foundation
of best practices for receiving, put-away/
flow-through, inventory management, replenishment and more. It should include
advanced traceability/genealogy and recall
management tools to automatically create
a full genealogy of every product made,
tying batch numbers, lot numbers, full attributes capabilities, and other data to the
appropriate finished products, as well as
back to the production order or demand
signal. In addition, it should be able to
quickly respond to changes that require
process adjustments.

[ SOFTWARE & SYSTEMS ]

Seeking out the right functionalities that
will serve your business today and that
can adjust to your unknown requirements
tomorrow will set you apart. If your operations can’t quickly evolve, you’ll be left
behind. If your warehouse software can’t
quickly evolve, you are stuck with creating work-arounds or patching together
processes that can become bloated and
cumbersome.

For instance, DCs in China may require
different process flows in order to handle
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peak times. By leveraging real-time data,
your WMS becomes an intelligent, indispensable decision-making tool for maximising operations and getting your customers the right merchandise as fast as
possible.
Another warehouse technology example
is flexible billing software, which is particularly applicable for 3PLs in the e-commerce space. Customer billing is a constant challenge, as each customer wants
to be invoiced slightly differentially than
the others and manual or paper processes
are often the default. Leveraging a flexible billing solution that can meet your
billing requirements and the customer’s,
as well as integrate back into the host ERP
system, will increase operational efficiencies and ensure faster and more accurate
billing.

NO SOURCE CODE MODIFICATIONS
OR VENDOR INTERFERENCE
Perhaps this scenario sounds familiar: A
supply chain manager and his or her team
are constantly looking for ways to adjust
and improve processes. Once a remedy or
solution is discovered, discussed and the
change is approved, the IT team is contacted to make the change to the process.
But the IT team has to contact the software vendor and the vendor must make a
change to the source code before the process can be changed. The result: A lot of
money and time was lost just to make this
change.

IT DOESN’T HAVE
TO BE THIS WAY

Look for a warehouse management system that has an open architecture that
allows your own team to perform the
configurations if they choose to do so
– without any interference from the vendor. This creates an enormous advantage for any company with the capability and desire to configure the solution
itself. Now, the scenario above quickly
becomes much faster: Once the process
or workflow solution is discovered, discussed and the change is approved, the
IT is contacted to immediately implement
the changes. With a page editing tool,
you even can make changes to the system’s web pages by yourself.
Now, you have the freedom and independence to configure the WMS to your exact
needs in the manner that works best for
your business and customers – whenever
and however often it is needed – without
ever having to communicate with the
vendor.
After three to five years, most companies
consider upgrading their WMS to take advantage of new functionality. However, the
upgrade of a configured system based on
traditionally structured architecture can be
as costly and time-consuming as installing
an entirely new system. In other words,
a patchwork of upgrades may only make
your WMS clumsier and inefficient.

JULY-AUGUST 2014

Most supply chain management software
will claim that it can respond to workflow
and process changes quickly. And indeed,
standard functionalities of a WMS will likely
cover 80 percent of operational needs. But

the personalised workflows making up
the other 20 percent will be essential for
supporting and evolving with your company’s unique mode of operation: That 20
percent should be able to respond to your
needs now, but in the e-commerce marketplace, you will likely need to continuously
deal with new workflows in order to adjust
to customer demands and stay competitive.
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[ A trusted relationship with your vendor is just as important as the
functionalities of the solution that you are purchasing – and just as key to
your long-term success. ]

Leveraging a WMS with
an open architecture
that does not rely on
the vendor for modifications leads to a better understanding of
the upgrade cost and
the total cost of ownership because companyspecific changes are
automatically carried
forward during any upgrade. After all, you are
investing a significant
amount of time, cost
and effort into this mission-critical tool, and
your WMS should be
relevant to your business in the long-run,
not just in the next few
years.

LEVERAGING THE CLOUD
The need for flexibility, coupled with
infrastructure challenges, is driving the
Asian market for cloud-based warehouse
technology. With warehouse technology
based in the cloud, your vendor hosts
the software application and hardware
infrastructure for you as an on-demand,
scalable service. It shifts the burden of
technology administration to the technology experts; there is no hardware to purchase or maintain, patches and upgrades
are done automatically, implementation is
dramatically simplified and no capital expenditure is required. A company accesses
the WMS via a web browser and gains all of
its functional benefits without the up-front
costs and added workload for the IT team.
And because the cloud is elastic, you can
access more power when you need it for
seasonal changes or demand spikes.
Leveraging a cloud-based model in an
e-commerce marketplace is important for
two reasons: Software in the cloud is more
accessible for small and mid-sized businesses, and the maturation of the market
is helping to lower price points. Secondly,
as countries determine the type of internet technology to implement (for example,
satellite or fibre cable), technology in the
cloud is applicable no matter the means
of connection – and may even give a jump
start to companies that implement it now
rather than wait for a hardwire connection.
We expect opportunities for cloud-based
software to only grow – as the population
gets more reliable and consistent bandwidth.

THE PEOPLE BEHIND THE
SOLUTION ARE JUST AS
IMPORTANT
Although some people may insist otherwise,
much of doing business is personal: When
we buy a product or a solution, we seek out
a vendor that functionally fits our business
requirements and helps the bottom line,
but also one that we can trust to listen
to our needs, proactively provide forward
thinking solutions and has an in-depth
understanding of our industry. A trusted
relationship with your vendor is just as
important as the functionalities of the
solution that you are purchasing, and just
as key to your long-term success.
Regardless of whether your biggest challenge is growth, connectivity, geopolitical
issues, inflation or something else, your
software provider must know how the
supply chain business globally adds value
and contributes to the challenges of your
industry, going above and beyond simply
the functionalities of the product: Does
the vendor truly understand the challenges
you face? Can they help you anticipate your
needs as your business evolves? Do they

In a global economy such as ours, the
ability to find the right solution and the
right cultural fit between businesses and
people is possible. The solution that ad-

CNSS, one of the largest 3PLs in China,
recently opened a new logistics centre of
consumer goods for its e-commerce business. The company needed to manage approximately 800,000 SKUs at its warehouse
in Danyang, including textile goods, food,
shoes, beauty care products and accessories across five levels with a total footprint
of 51,800 sqm.
CNSS selected a WMS with an open architecture that would help its supply chain keep
up with its projected double-digit growth.
The WMS is configurable to any specific
business process or workflow. The CNSS
team can make process modifications directly, without having to go through the
vendor. This ability to transform itself is
critical for supporting the growth of CNSS
and its ability to evolve with the changing demands of its customers, as well as
its unforeseen needs as CNSS expands
throughout Asia.
As a result, CNSS has the largest and one
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CNSS FINDS SUCCESS WITH
FLEXIBILITY

of the most highly automated 3PL warehouses in China. No source modifications
to the WMS were needed. The system is
currently able to handle the dispatch of
100,000 packages per day, although that
is expected to increase as CNSS adds more
logistics services and anticipates additional
capacities in the near future. With a flexible
WMS, the management of its warehouse operations is efficient, accurate and relevant
now and will continue to be, regardless of
the new customers, verticals, or demands.

LEVERAGING THE TECHNOLOGY
TO SUCCEED
The e-commerce market in Asia is experiencing a challenging but exciting time: Consumers are hungry, markets are expanding,
but infrastructure is oftentimes struggling
to catch up. With an adaptable warehouse
and distribution centre technology that
puts your company in charge – and not the
vendor – you can rise above the uncertainty.
Your supply chain can be firmly planted on
solid ground, and become a competitive
differentiator that better serves your company’s goals and your customer’s needs.

David Houser is VP of international
sales and Jonathan Kwok is
director of APAC sales, HighJump
Software.

www.LogAsiamag.com

Your technology provider may have a certified local partner that will help the solution
implementation go smoothly and provide
you with a larger, on-the-ground team for
support. With this hybrid approach, an incountry partner with a shared language
provides competitive pricing as well as
first and second-level support. They may
also have a knowledge of and connection
to overlapping, complimentary technologies that can be helpful. At the same time,
the warehouse technology vendor should
stay connected and available to oversee
the schedule and budget. This gives you
peace of mind about the implementation
and minimises surprises.

dresses your exact business needs and the
provider that makes the success of your
business a personal mission will create a
partnership that you can leverage to take
your business to the next level.
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know what it takes to bring on a new 3PL
customer in Singapore, for example, or to
handle outbound e-commerce pressures
in Indonesia, and how will their solutions
address these situations? These topics
will lead to more meaningful conversations and approaches to doing business
than would a single-issue discussion with
a salesperson who does not have a strong
grasp of your specific e-commerce market
and the supply chain challenges within it.
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GOING BEYOND
LEGACY SYSTEMS
With retailers facing some tough decisions, the
demands and complexity of competing across multiple
channels have placed a critical reliance on supply chain
functionality. The agility and resilience of IT resources
is now core to achieving customer satisfaction and
future business growth. SCOTT GILLIES explores
whether retailers can ensure long-term profitability
under the constraints of legacy systems.

M

ost legacy systems are outdated,
barely fit for purpose and, to all intents
and purposes, often obsolete. However,
the vast majority of retail businesses still
rely on old supply chain systems that inhibit potential growth, limit innovation,
and introduce risk to the business.
Retailers investing in modern supply chain
technologies can easily streamline activity
across new channels and geographies; are
able to better match supply and demand;
and, by having a highly agile supply chain,
are able to respond quickly to changes in
the marketplace. However, many are held
back by the line of thought: ‘if it isn’t
broken, don’t try to fix it’. The reality is
that many organisations are exposed to
increasing levels of risk from their legacy
systems – levels of risk that escalate with
the age of the system. The question that
needs to be asked is not, ‘should a legacy system be replaced’ but rather, ‘when
should it be replaced?’

JULY-AUGUST 2014

‘AGILITY’ – A CHARACTERISTIC
OF RETAIL SUCCESS
Escalating customer expectations on service, quality and price are driving retailers to constantly develop new service
offerings to outpace the competition.
So a retailer’s agility and capability to respond to change has become a defining
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[ Step change in complexity, with multi-channels
to market, brings requirement for capable
systems that deliver continuity. ]

characteristic of a successful business.
However, this capability to adapt and respond to market demands and new opportunities is frequently hampered by inflexible legacy systems.
Most supply chains have developed over
the years through an evolution of systems
– a combination of either a number of
packages that have been acquired and integrated together or that are home-grown
– and these systems are coming to the end
of their viable life, as they are inflexible
and ill-suited to future needs.

HARNESSING COMPLEXITY FOR
COMPETITIVE ADVANTAGE
The last few years has seen a step-change
in the complexity of modern retail supply
chains. As online and mobile shopping
continues to grow, retailers are required
to manage supply chains that serve an
expanding number of channels (online,
mobile, social media, TV, catalogue, high
street stores) and can meet exacting standards of customer service. What’s more,
retailers will need to be able to switch on
new channels as they emerge and be able
to offer a matrix of service options for customers to choose from across these blended channels – whether it be ‘order online,
collect from store’, ‘buy online and return
to a store’, or even ‘buy online for sameday delivery from a local store’.
To remain competitive, retailers will have
to upgrade and invest in their supply
chain systems. Only modern systems will
optimise inventory across channels and
enable the service offerings demanded
by informed and discerning consumers.
The decision facing management will be
whether to continue supporting inflexible
and costly to maintain in-house legacy systems and outdated supplier databases, or
to take a strategic decision to purchase a
software designed for resilience and future

expansion. In making this decision, it is important to consider a few key areas.

CHALLENGES FOR
IN-HOUSE TEAMS
Firstly, how difficult is it for in-house teams
trying to maintain and upgrade homegrown/outdated supplier systems to respond to market changes? And is there
enough in-house resource and expertise
available to cope with this growth in complexity?
As a great number of in-house systems may
be 20 or more years old, many people who
have been modifying these systems over
the years are now approaching retirement
and as a result, finding people who can
maintain these applications will become increasingly difficult.

[ Are in-house resources up to the challenge? Is
there a skills gap opening up? ]

However, the principal concern for many
businesses may not be the escalating
expense of maintaining such systems but
the risk legacy systems present to the
business: What if the required skills and
people are no longer available to maintain
or develop an old legacy system? What
would this mean for customer service and
future profitability?
The predominant actions within a retail
warehouse 10 years ago (even five years

DELAYING CHANGE
INCREASES COST
The cost of change grows as complexity
increases. Therefore, by extending legacy
applications to web/mobile orders, the
cost of transitioning to modern solutions
will increase. Is it a matter of where you
jump off? Do you back yourself into a corner where it just becomes too expensive to
do it and therefore, you are competitively
disadvantaged? Or do you plan for a strategic move onto a more functionally rich,
easily configurable and upgradable platform, built to embrace market demands
and can be maintained at a lower cost?
Aged systems tend to be heavily customised, highly tuned, and only efficient at the
specific task for which they were designed.
Consequently, they are very inflexible. On
the other hand, solutions today are designed to be flexible so as to cater for the
needs of a wide customer base and their
ever-changing demands. So how does a
well designed package system offer agility? The main difference is configuration as
opposed to development.

SPEED OF CONFIGURATION
OFFERS EDGE
Today supply chain solutions are highly
configurable for your market, whereas the
equivalent in-house application has to be
developed from the ground up, which is laborious and expensive. Agility comes from
being able to quickly configure a new set
of capabilities, without having to write a
new set of codes.
With modular applications set on the same
platform, there is no integration to be undertaken – all modules are pre-integrated
so cost, functionality and time to go live

is always going to be faster than having to
develop systems from scratch. This is the
key to creating an agile business.

WHEN AND HOW
TO MAKE THE CHANGE
The most logical time for upgrading a legacy system is at a point of major business
change. It is about looking ahead to what
is going to change in the business over the
next two to three years and what capabilities will be required within the business.
The planning horizon must allow adequate
time for selection and implementation of
a packaged solution. But how do you migrate away from a legacy system?
Taking a ‘Big Bang’ approach and changing
everything in one-go is an option, however,
an alternative is to lower business risk by
taking it gradually. Either way it requires
advanced planning skills and a high degree
of experience.
If retailers opt for a gradual migration,
ensuring data is shared between systems
during the transition phase is critical. As
long as all communications between the
applications are managed through a robust framework then it is a much simpler
task.

GAINING FROM A SINGLE
PLATFORM
Hard-wired applications, built to communicate on a point-to-point basis, are not well
suited to sharing information between systems or adding extra functionality. Often
middleware is needed. The focus should
be on moving to a single platform where
applications are designed to communicate
with each other and are integrated on the
same technology platform. By moving onto
a single platform the questions over data
sharing are removed. Then it is simply a
matter of selecting and enabling the required components.

EMBRACE CHANGE TO ADVANCE
Fear of change can be an obstacle. CIOs

GETTING THE BOARD ON-SIDE
Persuading the board that change is necessary can be tough, but not always. Enlightened retail boards see supply chain
capability as a core competence for achieving competitive advantage; and it is these
companies that look to the longer term,
investing in supply chain systems as the
engine for future business growth. Businesses that embrace new supply chain
technologies are more able to respond
swiftly to market changes and are better equipped to offer services that foster
customer loyalty and secure future sales.
Forward-thinking retailers plan the transition to a modular system with a long-term
strategy in mind and, right now, a number
of these companies are investing for the
future by taking advantage of the exceptionally low capital cost.

VISION TO WIN
Retailers are in a situation where change
happens. To compete they must adapt their
supply chains to be more responsive and
agile. The channels to market are varied,
interconnected and complex, so retailers
must ask themselves whether their legacy
systems are facilitating the growth of
the business. Are they easily adaptable
and resilient? Do they support business
continuity, and if they are mission critical,
do they offer reliable disaster recovery?
Furthermore, are they data sharing with
other systems and do they support new
technologies? In a creative retail market
place that is using the supply chain as a
competitive weapon, retailers need to ask:
do they facilitate or hinder innovation?

Scott Gillies is retail director of
Asia-Pacific, Manhattan Associates.
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ago would have been bulk-picking, casepicking, or pallet-picking for store replenishment. The warehouse management system would not have been configured for
picking single items, typical in fulfilling
web orders.

Confidence in the software partner is essential. Understanding the vision, focus
and level of investment a potential partner
makes in developing the applications and
the platform gives an insight into its commitment to the sector. Not all vendors are
focused purely on supply chain. Without
commitment and investment, there is a
risk that their systems could become legacy systems themselves.
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[ Focus should be on moving to a single platform where middleware is designed out. ]

[ SOFTWARE & SYSTEMS ]

and supply chain directors can be reluctant
to upgrade for fear of being held responsible for a major IT change programme,
with possible exposure to risk if problems
occur in the switch over. That is why it is
important to have a phased plan and to
select a trusted software partner that has
the experience and robust technologies to
guarantee success. Once the new platform
is installed, the system will be far more
capable of dealing with disaster recovery
situations should they occur.

[ SOFTWARE & SYSTEMS ]

MAKING SENSE OF DATA
SCOTT GILLIES of Manhattan Associates gives his thoughts on meeting end-to-end
needs of customers and the use of technology to maximise business potential.
What are the current top selling software applications in Asia for Manhattan Associates? Can you please provide an explanation as to why you
think this might be?
Our Warehouse Management (WMS), Labour Management (LM), Slotting Optimization (SO) and Billing Management (BM)
and Supplier Enablement solutions are
currently the top selling solution components from our Supply Chain Commerce
solutions portfolio. We continue to see
increased demand from companies that
are seeking to invest in optimising their
supply chain networks and distribution
centres. In many instances, these investments form part of a wider supply
chain transformation initiative, where
technology is considered a key business
enabler. Online retail as well as its effect
on traditional retailers – who may be entering into omni-channel retailing – are
driving forces for change that necessitate these software applications to compete and improve productivity of retail
operations and supply chains.
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How big is the current gap between
leading edge technology available
and the sorts of technology supply
chain professionals are generally implementing in Asia?
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Proactive supply chain managers are
beginning to view their supply chains
as a whole, and are taking a customerfocused approach, as well as promoting supplier partnerships via improved
cooperation initiatives and information
sharing. It is clear that the supply chain
must be integrated from suppliers (or
upstream activities) across internal processes, to downstream activities and
to customers, and there is technology
available to support this. Having said
that, it seems there are only a few examples of truly integrated supply chains in
operation at the moment. There are
many factors that determine how
companies adopt advanced technology
to streamline their supply chains, and
adoption varies by industry. We all know
that ERP software plays a critical role
within the four walls of an enterprise;
however, we are now starting to see
leading companies look to complementary supply chain technologies that significanty create competitive advantage

sophisticated in their purchasing behaviour by using a variety of channels, be it
online, mobile, physical store or social,
to buy goods, it is placing increasing
pressure on retailers to adopt a single,
platform-based supply chain solution
that enables them to have complete visibility of their entire supply chain, no
matter how many channels they work
across.

by optimising a company’s entire supply
chain.
To what extent is the management,
cleansing and analysis of data a challenge? What do you see as a solution to
this issue?

As consumers’ expectations regarding
stock availability also continue to rise,
retailers are continually on the look-out
for technology that provides a holistic,
centralised view of inventory. Distributed Order Management solutions are
unlocking the potential of many retailers’ supply chains by providing the overarching visibility of inventory and orders
that retailers need across their supply
chains, regardless of the channel used
by a consumer.

IN-STORE TECHNOLOGY
We believe companies are moving towards
a centralised approach when viewing their
supply chain and enterprise data. Integrated supply chains will give supply chain
professionals and executives a more comprehensive as well as streamlined and accurate picture of their data. The key aspect
of data management is to understand the
profitability of serving a given customer
or customer group and then make supply
chain decisions based on that. Computing
the total delivered cost is difficult even for
those companies that have a centralised
way to view all this data. Strong data management supported by effective supply
chain intelligence tools will allow supply
chain professionals to see all the relevant
data and make the tradeoffs that lead to
maximum profitability.
What in your view are the big, up and
coming technology trends in terms of
supply chain management?
Given that online retail is one of the
most dominant industry drivers currently
impacting the supply chain management
sector in Asia, it is important to discuss how
this is more broadly impacting technology
trends and adoption.

SUPPLY CHAIN COMMERCE
TECHNOLOGY
As

consumers

become

increasingly

In addition, as traditional bricks-andmortar stores continue to compete
against online stores, retailers are placing more emphasis on providing a better shopping experience and customer
support for their consumers. Examples
of this include increased investment in
in-store technology. At the front-end,
tablets, apps, QR codes and interactive
screen technologies are being used in
innovative ways to facilitate search, payment, and other in-store service options;
whilst at the back-end, order management and store inventory and fulfilment
tools are being used to ensure stock
availability and visibility and to enable
services such as in-store pick-up (buy
anywhere/pick-up in-store), store order
fulfilment (buy anywhere/fulfil from
store) or store-to-store transfers for customer pick-up.

BENEFITS
What are the IT challenges and benefits associated with the omni-channel retail supply chains you mention
where products are picked direct it
from retail stores or purchased online?
Omni-channel retail is impacting the
traditional means of shipping. Traditionally, when a customer orders online, the
product is sourced from a warehouse
and transported to the customers’

CHALLENGES
The key to ‘pick-from-store’ is visibility, meaning stock must be tracked
scrupulously throughout the retail network and presented to the e-commerce
system as part of the overall available
inventory. Subsequently, visibility of
inventory and stock accuracy becomes
even more critical when the ‘pick-fromstore’ method is used. Without it, the
process cannot work.
Can you explain the role and importance of IT in terms of inventory
visibility and streamlining the procurement function across brands in
the supply chain?
The role of IT is extremely important to
the supply chain, particularly in today’s
ever-changing environment. The rise of
omni-channel retailing and increasing
globalisation are having a significant
impact on the entire supply chain, making inventory visibility more important
than ever before.
Subsequently, we are now seeing customers demand better visibility of warehouse operations and business intelligence capabilities to ensure they know
where all inventory is at any given time.
Inventory replenishment software that
can accurately predict inventory needs
and dynamically adapt to changing demand patterns across the entire distribution network through inventory planning and replenishment is also key to

No, I do not agree. Manhattan is the only
vendor exclusively focused on a platformbased approach to supply chain management. Our Supply Chain Commerce solutions offering integrates supply chain
applications that were once disparate and
only loosely coupled, onto a common technology platform, enabling a more holistic
and optimised approach to supply chain
management. By taking a unified approach
to deliver end-to-end supply chain integration, operational silos are dissolved. A
holistic approach built on a common architecture ensures our customers achieve
optimisation across the supply chain, regardless of the level of complexity. Some
of the business benefits from a holistic
platform-based approach to supply chain
management solutions include:
• Enabling cross-application optimisation;
• Allowing extensibility and upgradability;
• Ongoing management of the supply
chain business environment at a lower
total cost of technology ownership;
• Single view of customer transactions
and network-wide inventory;
• Ability to offer a more flexible fulfilment
approach with more order fulfilment
options such as “buy online / pick-up
in-store”, “ship-from-store” and “dropshipping”.
This approach subsequently promotes
holistic and strategic decision-making;
enables user companies to maximise both
profit margins and service levels; and at
the same time facilitates long-term growth.
What do you predict the role of social
media will be in the supply chain?
As social media continues to infiltrate every aspect of our lives, especially through
the proliferation of mobile-based apps,
it is having a significant impact on how
businesses engage and communicate with
their customers, and the supply chain
sector is no exception.
Social shopping is one example of how
consumers are leveraging social media.
This is driving changes in purchasing
habits, and represents another channel for
businesses to capitalise on.
Social networks give retail brands the
opportunity to engage directly with their

[ SOFTWARE & SYSTEMS ]

Some supply chain practitioners hold
the view that there is “nothing that completely meets users’ needs for end-toend supply chain management”. Do you
agree with this?

customers. Beyond this, there is also an
opportunity for retailers to track consumer behaviours and trends as they
can see almost immediately whether
a product has been a success or not,
based on the reaction from social
media channels (for example, whether
it is trending on the likes of Twitter).
Subsequently, this type of data can
have far reaching implications on businesses when it comes to demand planning and order management. Having access to this type of intelligence early on,
accompanied by an agile supply chain,
will mean businesses can react quickly
to huge spikes in demand. Additionally,
flexibility of fulfilment will be the difference between cashing in on such an
opportunity or not.
Is there anything you would like to
add about technology trends or implementation in the supply chain?
Businesses need to consider modernising their legacy supply chain systems.
While many companies have replaced
their legacy systems that manage processes such as finance, HR and manufacturing with an ERP system in the last
10 years, less attention has been given
to replacing the legacy systems that
manage supply chain processes.
One common line of thought on the
topic is the belief that if the system
works, then there is no requirement or
justification for change. In today’s world,
however, with the move towards omnichannel retailing and globalisation,
legacy systems are not able to support
the current business needs.
To compete in today’s ever changing
business landscape, companies must
adapt their supply chains to be far more
responsive and agile. As such, organisations really must ask themselves whether their legacy systems are facilitating
the growth of the business, and more
specifically whether they meet these
requirements:
• Are they easily adaptable?
• Are they resilient?
• Will they be supported by sufficient
resources (programmers) with the
required coding skills to support and
evolve the system in the next three,
five or 10 years?
• Do they support business continuity,
and if they are mission critical, do
they offer reliable disaster recovery?
• Are they interoperable with other
systems and do they support new
technologies such as cloud initiatives
and virtualisation?

www.LogAsiamag.com

While ‘pick-from-store’ is a relatively
new method of sourcing and distributing goods in Asia, Western Europe and
the US have already seen significant
benefits from this type of delivery. One
benefit includes reduced delivery costs.
As stores are usually more centrally
located to customer homes, ‘pick-fromstore’ provides greater opportunities
for retailers to increase profit margins
with faster delivery and reduced transportation cost. Stores in the US have
already seen this method knock 20 to
30 percent off delivery costs.

ensure streamlining the procurement function across brands in the supply chain.
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home. Now, however, as online retailing
continues to gain traction in Asia, and
as we witness rapid growth in crossborder e-commerce, retailers are starting to use a ‘pick- (or ship) from-store’
concept to deliver the product direct
to the consumer’s home. In this case,
retailers pick products from physical
retail stores rather than DCs for home
delivery, which is having a significant
impact on supply chain management.

[ LAST MILE ]

BEST PRACTICES
IN PROCUREMENT
In a global business context, the role of the Asia-Pacific region
will be vital to the success of the worldʼs economy with its
robust, well-managed supply chains which are, in turn, a vital
component for success. DAVID NOBLE explains.

T

he Asia-Pacific region has valuable natural and human resources and a desire to
contribute to the world’s global economic
aspirations. With support and leadership
from the Association of Southeast Asian Nation (ASEAN) and the Asia-Pacific Economic
Cooperation (APEC), which have also acted
to increase trade between countries in the
region, these are exciting times ahead.
But to compete on the global stage, the
development of robust supply chains is a
duty for all nations, economies and businesses to aspire to. Studies and research
have shown time and again that strongly
managed, and creative supply chains can
be a key differentiator for a business to
survive, let alone flourish. There are of
course challenges in the region such as
logistics considerations, tightening up on
health and safety regulations, and further
infrastructure development, but there
has been some considerable progress in
the region’s ports to accommodate big
businesses. According to the ISL World
Seaborne Container Trade and Port Traffic published in June 2006, in 2005 alone,
65 percent of the world’s container traffic
passed through Asia-Pacific which is testament to the opportunities in the region. So
where do we start?
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ALIGN PROCUREMENT STRATEGY
TO BUSINESS STRATEGY

LOGISTICS INSIGHT ASIA

28

Involving the whole organisation makes
sense and getting the support of the CEO
vitally so. Chartered Institute of Purchasing
& Supply’s (CIPS) recent survey of senior
supply chain managers found more than a
third of chief executives were disengaged
with their supply chain and the Time to
Take Stock report in 2011 highlighted that
the lack of prioritisation placed on supply
chain management compared to CSR issues, for example, has left companies vulnerable to reputational and financial loss.
There have been some improvements, however, with the influence of supply chain
professionals on the increase. Procurement
departments have more say at the centre of
business decision making with technology,
media, telecommunications and business
services, reporting better performance in
contract and risk management.

BUILD RELATIONSHIPS
Although procurement and supply chain
management is predicated on finance and
hard facts, best practice also requires a
thorough understanding of who your suppliers are. Many procurement professionals will be confident they have this understanding, but this knowledge must stretch
all the way along the supply chain and
beyond first- and second-tier suppliers to
prevent nasty surprises later on.

MINIMISE RISK
Risk does not always have a negative impact on an organisation – it can come with
opportunities and a chance to change and
innovate. Risk is only a threat when it is unexpected and out of control, which is where
risk mitigation strategies are crucial. Supply chain initiatives such as outsourcing,
low-cost country sourcing and lean supply
have exposed us all to new risks but with
due consideration of the four areas of risk
management: risk recognition (identification of potential risk), risk analysis (probability of risk), risk assessment (likely impact), and risk mitigation (plans in place to
reduce impact). The recent CIPS survey discovered that over 40 percent of companies
do not have a comprehensive supply chain
risk mitigation strategy in place – a worrying figure given the propensity of risk in
the world currently.

USE TECHNOLOGY
As Francis Bacon said, “Knowledge is power”, and the collection and management of
data are key to making informed decisions
on commodity prices or manufacturing
capacity of suppliers. This need is likely
to increase in the future, so access to and
interpretation of that data offers a competitive edge.

TRAINED PROFESSIONALS
Having skilled professionals in place with
the right expertise and experience can
turn a good business to a great business.
The phenomenal worldwide success of Apple has been attributed in large part to the
success of its supply chains.
Procurement and supply management
is more than just ‘buying’; it is an understanding of the full procurement and

supply management process and possessing the competencies and skills in understanding tendering processes, creating
and managing contracts with suppliers,
commodity pricing and understanding
quality and value, not just cost-cutting.

SUSTAINABILITY AND SURETY
OF SUPPLY
If proof were needed of the essential role
sustainable procurement and supply management practices play, then the Japan
earthquake and subsequent tsunami must
be that proof.
Sustainability involves a wide range of
environmental, social and economic considerations, including material use, manufacturing processes, service delivery,
logistics and recycling. Managing waste
in a more sustainable way makes even
more sense when costs of disposal are
high. Ethical trading can offer competitive edge and attract ethically-conscious
customers, and less wasteful energy use
saves precious resources as well as reduce costs for the business itself. This is
particularly important in a period where
corporate companies are increasingly
under pressure, sometimes by the law,
to report their carbon emissions and including their supply chain. The London
Organising Committee of the Olympic
and Paralympic Games (LOCOG) drove a
sustainable approach to procurement,
saving £114 million in the process and
revolutionised supply management for
many sports events to come.
The global economy is growing at a speedy
pace. Domestic market growth for technology and white goods particularly is so huge
that supply chains need to evolve to keep
up. Asian companies are at the forefront of
driving innovation and have become some
of the best designers and manufacturers
in the world. Gone are the perceptions of
the region as only offering cheaper labour;
it now offers high-quality products and
services, and should have supply chains to
match.

David Noble is the group CEO of
CIPS.
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Honeywell Scanning & Mobility Solutions - Capturing All Your Data Collection Needs.
From shop floor to product delivery, from material management to quality control, Honeywell
Scanning & Mobility allows enterprises to automate their operations while having access
to real-time information. Constructed to withstand the rigors of daily use in challenging
environments, our solutions allow you to control costs, improve efficiency and accuracy, and
enhance your overall competitiveness.

To learn more about Honeywell’s products, please visit www.honeywellaidc.com
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We increase your efficiency with the right
warehouse equipment.
Effective warehouse design means short routes for goods
and personnel. We will show you how to become fast,
flexible and efficient. Contact us, we will gladly advise you.
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