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Reversing 
Globalization?
There was time when firms sourced, manufactured, and sold 
products locally – at the most within a country. Then came the wave 
of globalization – the move to source and manufacture at locations 
which afforded the maximum savings. Supply chains went global with 
a vengeance. This led to a dramatic increase in global trade. Across the 
world, trading blocs represent the recognition of this web of trade. 
We have products made in China, using components from across the 
world, sold in developed markets and supported from India. This was 
the driver of international trade. Between 1961 and 2013, growth in 
world trade averaged 10 percent. In 2015, it was 2 percent.

Recent developments show that global trade is reversing – the 
movement of goods is at a low. There is a huge overcapacity in 
shipping. Shipping a TEU from Shanghai to US now costs a tenth of 
what it was a year ago. It is cheaper to ship a container from Mumbai 
to Europe, than move it from Mumbai to New Delhi. Protectionism 
is rising. The best example of this is the rise of Donald Trump – the 
Republican presidential candidate. His promise of bringing back jobs 
to USA is an extreme example of reversal of globalization. According 
to reports, the G20 has imposed 3581 measures that restricted trade 
- and over 2900 of them are still active.

Leads us to ponder – is globalization under threat? Is the global supply 
chain under threat of regionalization? Will we see an unravelling of 
these supply chains? What will be the impact of this trend on supply 
chains?  Supply chain professionals need to take a hard look at the 
forces that is reversing globalization. And dread Donald Trump 
winning the US presidential election.

On a different note, we are organizing the second Demand Planning 
and Forecasting Forum and awards on the 18th June in Mumbai. You 
can catch the curtain raiser in this issue. I invite you to participate in 
this venture. 

Happy Reading
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Fallout of Dal 
Crisis
The Great India Dal crisis last year 
has had an interesting fallout – all 
the way away in Canada. According 
to Financial Times report, farmers 
in Canada are switching their 
crops from cereals to pulses! India 
is the world’s largest consumer 
of the humble dal – all varieties. 
The reasons for the switch are 
two – one the fall in grain –corn 
and wheat- prices and the other 
rise in pulses. The latest planting 
data shows that seeded area for 
lentils will rise by 13 percent and 
dry peas by 14 percent. All because 
the yield per acre for pulses is CAD 
400 to CAD 500, while for grains 
it is CAD 250 to CAD 300 per acre. 
Look like Canadians are preparing 
to serve us dal!

IoT in New Product Development
New product development is a difficult process. The biggest challenge is understanding what the customer really 
wants – especially if she has not used it earlier. In the good old days, marketers used to hold focus group discussions 
to understand customer pulse. Then came social media and marketers had a powerful tool to understand customer 
motivation. Firms can now track evolving customer tastes, and get in at an earlier phase. IoT is opening up an entirely 
new frontier – it now allows firms to understand how a product is used, where it is used, and which customer is using 
it at any point in time. Products can now provide information back to the firm! A powerful new tool for new product 
development!

Spray on Clothing
We saw IoT change the way we 
interact with machines. We saw 
3D printing change the supply 
chain for spares. An interesting 
technology is poised to disrupt 
the apparel industry. In the near 
future, all you will need for a trip 
out is a can of a special colloidal 
polymer mix, which you can spray 
on to your body and make your own 
clothes – from a T-Shirt to a formal 
suit! The entire apparel supply chain 
can face disruption. Fabrican, a UK 
based firm has created spray on, 
non woven fabric. British fashion 
designer Manel Torres dreamed up 
the idea after attending a wedding 
and watching people spray each 
other with Silly String, filaments 
of plastic propelled in liquid form 
from an aerosol can. Other uses can 
be as bandages! Look out for more 
disruptive ideas!

Mass  
Customization
Supply chains are coming 
around a full circle. The dawn 
of manufacturing saw made to 
order products and local Supply 
chains. Then came the age of mass 
production - where firms focused 
on efficient or lean production 
and global supply chains. The 
pendulum is now swinging back 
– with firms experimenting with 
mass customization – allowing 
the customer to configure the 
product, without sacrificing 
production efficiencies or 
increasing cost. A prime example is 
Ford Automobiles. Under its Sync 
platform, customers can choose a 
host of applications to customize 
their cars. According to an article 
in MIT Sloan Management Review, 
Mohan Subramaniam, Bala Iyer, 
and Gerald C. Kane write “Through 
Ford’s connected car platform, 
Sync, customers can further 
customize their cars by adding 
a variety of applications such as 
Pandora and Spotify for streaming 
music, Cityseeker for dining 
venues, Goallifescores for sports, 
and Audioteka for streaming audio 
books. There are an estimated 18 
million developers creating such 
apps that can work on Sync and 
other platforms. Unlike earlier 
customizations, these new choices 
are not necessarily hardwired into 
the car. Ford’s customers can add 
to or change the configurations of 
these digital customization choices 
after the car is delivered to them 
in ways that Ford may not even be 
able to anticipate.”
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Supply Chain and Logistics Management Programme
The department of management studies at VPM has been providing quality management education since 1973. At VPM executives 
from di�erent companies have attended our programs and gone on to excel in their chosen roles. These companies have applied 
the strategies and ideas we have taught to compete successfully in new and emerging markets across the globe.

Supply chain management (SCM) has become a strategic resource that enables companies to stay competitive in the global market 
place. Senior executives must deploy that resource to maximum advantage and that requires them to stay ahead of the new practices 
and capabilities that drive value in this ever-changing �eld.

Vidya Prasarak Mandai o�ers a programme in Supply Chain and Logistics Management. To us, SCM is not just another element in a 
broad portfolio of business programs, but it is one of our most focused programmes. Our faculty members include a combination 
of experts both from Industry and Academia who are renowned thought leaders.

Supply chain and Logistics Management Programme Features:
 Gain multiple perspectives from distinguished VPM faculty members, researchers, and 
industry thought leaders to create, optimize, and manage a supply chain that delivers 
competitive advantage.

 Engage in an intensive program that delivers a fast-paced mix of simulations, real world 
case studies, cutting-edge research, and thought-provoking, interactive class sessions

 Meet, share ideas, and resolve challenges with other leading supply chain professionals.

Bene�ts of the programme
 Planning and managing the movement of goods and raw materials for a company in an e�cient way is a vital part of a 
business. By doing this you will be assisting your company in making its logistics operations as e�cient as possible.

 Because of the dynamic way in which the modern business world operates, It is very Important that a business operates 
as e�ectively as possible and its Logistics is one of the areas it can gain a lot.

 The knowledge you gain from doing such a course will help your company with planning, procurement, pricing, stock 
management and distribution /logistics. This will assist your company in gatting its goods and raw materials to and fro in 
the best possible way.

 You will also gain personally from doing such a course. Your earning potential and employability will Increase and 
because of the Importance of this �eld to a business’s success in the modem market, you’ll be a highly valuable 
employee.

Vidya Prasarak Mandal
Thane
Announces

Fees : 

` 15,000
For Admission and Details Contact:
Vidya Prasarak Mandal, Thane (VPM)
Dr. V. N. Bedekar Institute of Management Studies
Building No. 4,Jnanadweepa, Chandani Bundar Road,
Tel:(91-22) 2536 4492, 2533 9878 Fax: (91-22) 2544 6554
Thane (W) -400601, Maharashtra
Email ID : admission@vpmthane.org | Website : www.vpmthane.org

The duration  of the programme is six months 
and consists of  25 sessions of 3 hours each.

Duration :
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Trends

While researching on areas to focus 
on for your magazine, we came 
upon an interesting area – how 
major supply chain trends will affect 
warehousing. We felt it would be 
interesting to bring to you a brief, 
thought provoking article on the 
impact of some of these trends. We 
restricted ourselves to just three 
such trends.

1. Supply Chain Network Design

A firm’s supply chain allows it to 
move product from the source to 
the final point of consumption. 
Network design involves building a 
mathematical model of the supply 
chain. This model is then solved 
using optimization techniques and 
then analyzed to identify the best 
solution. Specifically, firms focus 
on modeling the supply chain to 
determine the optimal location of 

facilities - warehouses, plants, lines 
within the plants, and suppliers - and 
the best flow of products through 
this network structure. The typical 
strategic logistics network design 
problem considers the number of 
warehouses required, customer 
service delivery requirements, the 
inventory investment required under 
alternative network configurations, 
inbound and outbound freight costs, 
and facility costs. Facility costs 
include labor, land, construction, 
taxes, and other regional location 
variables.

When the firm develops the 
optimal network design, it needs 
to evaluate appropriate trade-offs 
between all relevant costs and 
variables. For example, the location 
and number of warehouses in a 
network will impact the cost of 

3 Supply Chain Trends  
that will Change Warehousing

The Indian warehousing sector has been constrained by a number of factors – legal status being just one of them. Indian 
warehouses are emerging from the dark ages – where they were considered a place for the producers to dump their 
products – to a slightly improved status of service provider. Te producers do not yet see warehouses as a specialized 
service that can add real value to their opera tions. However, we can learn from the experience of global players, who 
have today become a core part of a complex supply chain. SCMPro looks at three Trends in supply chain that will affect 
warehousing and try to analyze the impact.

Trends
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inbound freight versus outbound 
freight. Typically, a network with 
many warehouses will have lower 
outbound customer delivery freight 
costs than will a network with one 
or a few warehouses.  To add to the 
complexity, the products handled 
too create their own constraints. 
The requirements for an Ultra Fast 
Moving Consumer Goods wil be quite 
different from that of a food product.

During the design process, some 
firms first determine the basic 
facility layout, capacity and 
technology that represent their 
“standard” configuration for each 
warehouse and then decide the 
optimal number and locations of 
warehouses for their network. A 
few firms the sequence is reversed. 
First the firm performs its evaluation 
of freight, warehouse location and 
other logistics costs, and then the 
warehouse layout, technology and 
automation planning. Both these 
approaches have their merits. 
However, a far better alternative 
would be to go in for an iterative 
process, with both the network 
design and warehouse design start 
off together, and after each step, the 
teams exchange notes, incorporate 
the design changes based on the 
feedback. This approach enables 
a holistic view and balances total 
logistic network annual operating 
costs, investment costs and service 
levels with opportunity to use 
technology to control variable 
rates, such as the amount of labor 
and utilities required within the 
warehouse.

2. Demand Synchronization

Both producers and sellers face 
a unique problem – either they 
run out of stock or they hold 
excess inventory. For most firms, 
manufacturers or a retailer, having 
the right product at the right place 
at the right time and at the right 
price continues to pose a challenge. 
Managers have to perform a 
delicate balancing act every day 
- balancing transportation costs 

against fulfillment speed, inventory 
costs against the cost of stock-outs, 
customer satisfaction against cost 
to serve, new capabilities against 
profitability. To make matters worse, 
supply chains are now going global 
– companies are now sourcing 
their requirements from the best fit 
supplier across the globe. On the 
other hand, big buyers in the retail 
sector are forcing the suppliers for 
items that can be straight away 
put on to their shelves. Demand 
synchronization is the process, 
through which the supply and 
demand are accurately matched. 
Using a combination of actual data 
and forecasting techniques, the 
manager can identify potential out of 
Stock or excess inventory scenarios 
and proactively intervene. 

It is difficult to scale the 
manufacturing process, unless it 
is for custom made goods, based o 
customer demand. The plant has 
to produce at economically viable 
batch sizes. The producer will not 
individually pack and label goods as 
per each customer’s requirement. 
And if the supplier is located 
overseas, there is a time and customs 
formality element that needs to be 
factored in.

A good warehouse can step up to 
meet these challenges.  The first set 
of people who will come to know 
about changing demand patterns is 
the warehouse managers.  They are 
aware of the ebb and tide of demand 
and have the metrics to be able 
to analyze it. Instead of looking at 
the warehouse as a dumping yard, 
business would do well to integrate 
the inputs from the warehouse into 
their production planning. 

A networked warehouse will be 
able to source product from across 
the network, and move it to the 
customer to minimize stock outs. The 
warehouse will be able to monitor 
the demand of goods and route the 
dispatches. And having an idea of 
potential demand will enable the 
warehouse to stack them ready to 
dispatch, during the lean hours, 
thereby maximizing the labor thru 
put. At the same time, the warehouse 
can extend the value added services 
like labeling and packing the units 

so that they are shelf ready. Once 
the warehouse evolves into a supply 
–demand synchronization unit, it will 
be able to realize higher revenues 
from the existing flow of goods. It 
ceases to be a dumping yard pricing 
itself on area used for storing.

3. Multi Channel Fulfillment

In today’s networked world, 
customer touch points have risen 
exponentially. Companies are 
constantly looking at new ways to 
reach their customers or develop 
new market segments for their 
products.  They are forced to 
distribute their products using 
multiple channels. These channels 
could be the traditional stores, 
mail order, phone, TV stores, Malls, 
internet and mobile mediums. 
Companies are demanding that their 
distribution networks be able to 
serve these additional markets and 
at the same time, continue exceeding 
customer satisfaction without adding 
real estate.  The concept of Multi-
Channel Distribution under one 
roof is not new. But the additional 
demand that they meet and exceed 
customer service levels is straining 
even the best of networks. One 
of the challenges of developing 
a multiple channel distribution 
network is aligning both the external 
and internal elements of the Supply 
Chain with the customer service 
expectations.  Traditionally, the 
warehouse or distribution center 
operations have been the most 
overlooked and least understood link 
in the Supply Chain.  

Most warehouses are designed 
to support retail and distributor 
deliveries. They receive full pallets, 
store them and send full pallets 
out. But all that is changing. Today, 
warehouses are required to handle 
both low volumes, high number 
of items from the stores and 
distribution channel as well as the 
high volume low number items from 
e-channels. And the same set of 
people, process and equipments has 
to be able to handle both. Again, this 
is an area where the warehouse can 
add value and realize higher revenue.
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Lead Story

Firms are no longer individual entities operating in a 
business ecosystem. Globalization has forced firms 
into a web of collaborations and partnerships, with the 
objective of meeting a customer need. Firms are now 
nodes in a supply chain – or supply web, as some prefer 
to call it. Each firm in the web has to work together to 
reduce the overall costs to the end customer. For a very 
long time SCMPro highlighted areas of interest to supply 
chain community. The one glaring omission was supply 
chain finance. 

European Banking Authority defines supply chain 
finance as the use of financial instruments, practices, 
and technologies for optimizing the management of 
the working capital and liquidity tied up in supply chain 
processes for collaborating business partners.

Finance is an issue for every firm. The CFO at every firm 
will try to lower their funding cost. In other words, the 
CFO will try to minimize the Days Sales Outstanding and 
maximize the Days Payable Outstanding. This DSO Vs 
DPO tussle can cause frictions to other entities in the 
supply chain, pushing up costs across the chain. Supply 
chain finance today seeks to lower the cost of finance 
for all players in the supply chain. A recent report reveals 

that around 80% of business to business transactions 
in UK are undertaken on credit terms of some form, and 
trade credit constitutes about 37% of total business 
assets. But supply chain financing is a miniscule part of 
firms funding. 

Large firms can help lower financing costs for their 
suppliers. This is not altruism. As a fall out of the 2008 
crisis, firms became aware of the need to ensure the 
health of their suppliers – financial and operational. 
Strong entities in the supply chain can lend their credit 
rating to weaker elements, reducing the overall cost 
of finance. It makes pure business sense – finance 
can be the driver of supplier relationship – ensuring 
uninterrupted supplies in times of stress. 

 Supply Chain finance come in many flavors. The figure 
below indicates the types of financing available. In this 
issue of Supply Chain Management Professional, we look 
at the issue of supply chain financing. We bring you an 
interview with the CFO of a Freight Forwarder, a venture 
capitalist and an article on innovations in supply chain 
financing. We hope you find it interesting. 

Happy Reading

Financing  
the Supply Chain

Lead Story
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Lead Story

Supply chain is the least glamorous professions. It is also the least attractive from a financing perspective. The sector 
operates on wafer tin margins. To add to the problems, most end users see it as a cost center rather than a business 
enabler. As a result, a major initiative of a supply chain head is cost reduction – hitting the service provider hard. 
Equipment finance is easy, but getting finance for a asset light supply chain service provider is an issue. Girish V S, the 
editor of SCMPro, spoke to Sameer Varma of Tuscan Ventures, a venture capital firm focusing on financing supply 
chain initiatives. We bring you excerpts from the interview.

Venturing into Financing 
the Supply Chain 

Tuscan Ventures is an investment 
firm head quartered in Mumbai, 
which focuses on providing growth 
capital and operational expertise 
to building businesses around 
disruptive technologies, supply 
chain services, food & agriculture 
industries. The first venture nurtured 
and successfully completed was 

LCL Logistics (India) Pvt. Ltd, and 
the second currently nurtured is 
ColdStar Logistics Pvt. Ltd.  

Why do we not see venture capital 
financing in supply chain firms?

Venture capital is the last thing that 
comes to mind when we discuss 
supply chain financing. The ROE 
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on a project is at best 20 percent. 
This is a challenge. In some sectors, 
large scale may help. Not here. The 
promoter is stuck in the 20 percent 
bracket. The margins in trucking 
has actually reduced over the past 
few years. The margins in general 
warehouse is not too different. Cold 
chains, because they are a niche 
segment, has a respectable margin. 

The GST can change the ecosystem. 
But the uncertainty over its 
implementation is a barrier for 
a venture capitalist or private 
equity to invest today. Especially 
so when there projects that offer 
far more attractive returns. This is 
one reason we do not see smart 
financial engineering in these 
ventures. Tuscan Ventures does 
not finance standalone projects – 
but prefers to fund platforms. The 
wall between a freight forwarder, 
a clearing agent, a transporter, 
and a value added service provider 
is vanishing. The existing players 
have added other services to their 
portfolio. Players who were doing 
10000 containers have grown to 
60000. They have added other 
services to their portfolio, expanded 
their geographical footprint, and 
have scaled up. This is good for the 
industry.

Is the absence of a sophisticated 
financial market to blame?

We have had a couple of 
conversations on this. But we have 
not come across any institution 
talking seriously about it. We will 
definitely like to look at it. If cost of 
capital is high, debt kills a company 
if does not have the necessary 
cash flows to service debt. Apart 
from fluctuation of demand and 
seasonality, the ability of a firm to 
service debt depends on the cash 
it can generate. That is why the 
new age logistics firms like Ecom 
Express, Delhivery.com, have not 
gone the debt path. They have raised 
expensive private equity. We can 
argue if that is the right method. 
When we evaluate these firms, we do 
it against Blue Dart, TCI or Gati – can 
this become the next big player. I am 
not sure if expensive private equity 

is the answer. If there is a structured 
product available, it will be good for 
the sector.

What is preventing such structured 
products from India?

I think the scale of business is one 
major challenge. We universally 
pan Ecommerce for having a wrong 
business model. But the one thing 
it has done for the logistics industry 
is – it has brought focus on to this 
sector. People are talking about 
efficiency in logistics. The media 
thrashed hyper locals, but it got 
people talking “Hey- delivery in 30 
minutes is very hard.” We are having 
conversations with firms who now 
say – we cannot do delivery in 30 
minutes free. They are looking at the 
costs closely. Remember, these are 
living room conversations. I am sure 
the focus is on logistics. And in due 
course financial institutions will take 
note. There are murmurs of some 
new initiatives from the financial 
services sector.

External commercial borrowings can 
be a way out. But we definitely do 
require scale to go down that path. 
It is the logical thing to do, but we 
need scale. There are no mid-sized 
businesses which have taken that 
step. 

What is the best form of financing 
for a SME logistics player?

Venture debt is an innovative product 
that is talked about. A few firms are 
offering it now. I have not spent time 
understanding how this is better 
than traditional venture capital or 
debt. There are a few players offering 
it, and the quantum of funding 
offered is low. If it is successful, I 
see increasing numbers of financial 
institutions offering this. This is a 
tough question. Debt is expensive 
and difficult to service. The alternate 
is private equity financing. But for 
firms to be attractive to a private 
equity layer, they should show scale 
and growth. It is a kind of vicious 
circle.

One issue that is still not clear is the 
exit path for a private equity player. 
There are only a couple of exits over 

the past few years. We could see a 
roll up or consolidation in this sector. 
That will create scale much faster. 
To do this, the promoters will have 
to let go of more of their holdings 
– something Indian promoters are 
loath to do. The promoter need to 
think deeply about what they are 
getting into, when they approach a 
private equity player. The going can 
get tough if the growth targets are 
not met.

What issues do promoters 
commonly raise?  

The first is – “how do I get myself 
attractive to the investor?” The 
question is – how can a promoter 
differentiate himself from others 
who are doing the same business. 
The next is about the products and 
services they need to add on to their 
existing services to create unique 
value proposition to their customers. 
Fortunately, promoters are aware 
of what a private equity player is 
looking for. The firms we are looking 
at have some form of performance 
measurement in place. They are 
capturing it as best as they can. We 
also realize that firms have to spend 
money to get to a more sophisticated 
performance measurement system. 
This will help them run their business 
more efficiently. In the absence of 
these metrics, these firms may not 
attract private equity attention. It is 
possible that some gems will have 
slipped past PEs because of the 
lack of performance measurement 
systems.   

If the firm has a credit rating, it 
becomes easier for a PE to evaluate 
the firm. It should be understood, 
rating does not guarantee PE 
investment. It is a measure of a third 
party evaluation of the firm. Rating is 
essential for debt capital, but nice to 
have for a PE. 

The PE is looking at viability of the 
project and the promoter’s ability and 
willingness to see it through. Given 
the volatile business ecosystem, 
investment acumen of the PE helps 
them sift through prospective 
investments and pick winners.
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Trade has expanded beyond regional 
and sovereign boundaries. This has 
increased focus on the financial 
flows associated with trade. With 
the rise of global trade, the supply 
chains have extended to unfamiliar 
territories – increasing the risks 
to the supply chain. Supply chain 
professionals have acknowledged 
this fact. But, in the whole process, 
the need for increased financial 
buffer to absorb supply chain shocks 
has gone relatively unnoticed. 
Focus of firms is on improving 
working capital management. But 
this involves a tradeoff between 
the buyer and seller. This is where 
supply chain finance innovations are 
focused.

The goal of supply chain financing 
is to reduce the cost of finance for 
all entities in the supply chain. In 
step with advances in technology, 
banks and financial institutions 
are constantly trying to innovate 
on trade finance – some driven 
by customer needs, the other by 
technology. Indian banks offer a host 
of trade finance and supply chain 
finance to their customers – from the 
traditional trade finance products 
to supplier finance and distributor 
finance.  

Supply chain finance has two major 
thrust areas – one to ensure the 
firm has adequate access to finance 
at reasonable rates – even during 

crises. Essentially prudent working 
capital management. One way firms 
do this is by leading receipts and 
lagging payments, which affects the 
seller. The second area is to ensure 
the improvement in working capital 
management is not at the expense of 
other members of the supply chain. 
Firms today seek integration of the 
physical and financial supply chains.

Bank Payment Obligations
BPO is a new solution advocated 
by ICC as an alternate to Letter of 
Credit, providing the benefits of 
an LC, under an IT enabled, secure 
environment. According to ICC, 
“BPO is an irrevocable undertaking 
given by a bank to another bank that 
payment will be made on a specified 
date after successful electronic 
matching of data according to an 
industry-wide set of ICC rules.” 
Under a BPO, physical documents 
will be sent directly from seller 
to buyer, as in an open account 
transaction. However, selected 
elements of data which have been 
extracted from the documents will be 
routed through the banking system 
for the purposes of automated 
matching in order to mitigate risk 
and to support the value proposition 
for a financial service e.g. supply 
chain finance pre-or post-shipment 
financing. Also, the BPO is issued in 
favor of the Recipient (Seller’s) Bank 
not in favor of the exporter.

Reverse Factoring
The priority for supply chain finance 
is to reduce the working capital 
without harming other entities in the 
chain. One way in which suppliers 
can reduce their working capital is 
by selling their receivables – called 
factoring. For factoring to work, 
factors evaluate the creditworthiness 
of the buyer. This is a cumbersome 
process for the Factor. One way out 
is Reverse Factoring – the Factor 
will focus on the buyer and not on 
the supplier. Since the focus is on 
the buyer, who in most cases will 
be a large corporate, the factor 
can save time on analyzing the 
creditworthiness of the buyer, 
thereby reducing the cost to the 
supplier. The Factor can use the 
buyer’s credit rating for the supplier. 

This one aspect has not caught 
the attention of both the suppliers 
and financial institutions. Firms 
in India do not use both, Factoring 
and reverse factoring. Factoring is 
a better option as compared to bill 
discounting. And Reverse Factoring 
better than factoring. Recent studies 
in Europe have shown that, on 
average, companies reduce working 
capital by 13% and suppliers by 
14% with the introduction of reverse 
factoring.

Finance on the Move
Traditional bank finance for supply 
chain is restricted to goods in a 

Innovations in  
Supply Chain  
Finance
We are living in a changing world. Technology, especially mobile and social media are changing the way customers buy 
products and services. When traditional business models are changing, when traditional supply chains are changing, it 
is time for us to look at the innovations in the most important part of the supply chain – finance. Girish V S, Editor of 
SCMPro explores the innovations in supply chain finance from across the globe.

Lead Story
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warehouse – called collateral. For 
a firm, products in a warehouse 
is a dead weight. Firms would like 
to see their goods move out. In 
the past, the time from order to 
consumption was around a year. 
This has steadily changed, with the 
elapse time now down to less than 
90 days. Clearly, supply chain is 
moving the goods around faster, with 
very little warehouse time. Financial 
institutions need to change their 
financing model – from goods in 
a warehouse to one that included 
goods in motion – a shift from 
inventory driven financing to data 
driven financing – data on sales, 
supply chain tracking, and visibility. 
Banks need to start financing 
goods as they move along the 
physical supply chain. This is where 
Blockchains can help.

Blockchains in Financial Supply 
Chains

Blockchains gained popularity with 
Bitcoins – the controversial virtual 
currency that once threatened to 

replace real currency. Married to 
the right application, Blockchains 
have the potential to disrupt 
financial services. Blockchains 
are now moving into mainstream 
finance. Investopedia defines 
Blockchain as - “a public ledger of 
all transactions that have ever been 
executed. It is constantly growing 
as ‘completed’ blocks are added to 
it with a new set of recordings. The 
blocks are added to the blockchain 
in a linear, chronological order.” 
The value of a blockchain is in its 
ability to verify transactions along 
the value chain – we could really 
have a track and trace capability 
right to the raw material stage. 
This enhances reliability and 
trust of the transactions. Because 
Blockchains are accessible to the 
public, creditworthiness of the user 
is immediately established. With a 
blockchain, even SME players can 
ensure transparency and traceability 
of transactions. Due to its very 
structure, no one can insert a false 
record or modify an existing record, 

ensuring 100 percent reliability. Bob 
Blower, non-executive chairman and 
co-founder of SCF Solutions says, 
“It has huge opportunity for small 
businesses as it allows you to see 
the collaboration between the buyer 
and the supplier, which is absolutely 
where supply chain is going. With 
blockchain you can see all sides of a 
transaction and all the spectrum of 
the transaction as well, which makes 
it much more bankable.”

The first steps are now visible. Edan 
Yago, CEO of Epiphyte, a startup 
using Blockchain in trade finance 
says “… we are one of the first using 
trade finance for blockchain, 
creating digital letters of credit and 
Bank Payment Obligations to ensure 
trading. This way, the lender can see 
instantaneously that a transaction 
has been performed: a computer 
reads the contract, performs the 
transaction, and completes the 
process.”

Books Published

Pocket Book of Shipping Definition

Clearance Through Customs Clearance

Port Management

Handbook for Custom Clearance - English/ Hindi/ Gujarati

A Pocket Book of Shipping and Logistics

All you Needed to know about EXPORT-IMPORT
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The star departments for a corporate are marketing, finance, operations and HR in that order. Supply chain is not in the 
list. Most supply chain practioners wandered into supply chain as a career and stayed on, recognizing its potential. Across 
the world, managements are recognizing the importance of supply chain management – with the Chief Operating 
Officer also the head of their supply chain. Yet, we do not have a clear definition of supply chain management – like the 
five blind men describing an elephant; SCM means different things to different stakeholders. Editor of SCMPro, Girish 
VS looks at supply chain education.

SCM EDUCATION –  
Caught at the Crossroads

The Indian logistics and supply 
chain sector is poised to grow as 
India capitalizes on its capability 
to be a leading world economy, it 
will need skilled manpower and this 
requirement will be exponential. 
Every seminar on supply chain is 
incomplete without a session on 
supply chain education. Industry 
captains, supply chain heads, and 
professors from B-Schools routinely 
speak about the lack of supply 
chain education. We hear stories 
about how SCM degrees are now 
commanding the same starting 
salaries as finance or marketing 
graduates. We hear about the 
number of people we will need in 
supply chain function over the next 
few years – the estimates vary from 
16 million to 30 million. Due to lack 
of credible numbers, you can pick 
any number and chances are you will 
be right.

Jobs and salaries are a function of 
demand and supply. If the demand 
is high, as we hear, salaries should 
move up. In any function, if the 

demand exceeds supply, costs should 
go up. This is the paradox of supply 
chain education. We have high 
demand, low supply, and low salary. 
Educationists and industry need to 
discuss this paradox. Our focus is 
on management education – with 
B-Schools increasingly focusing on 
supply chain as a discipline. 

The problem is not one of 
management. It is a lack of trained 
or skilled operators in supply chain – 
from drivers, to warehouse operators 
to clerical staff – the bulk of the jobs 
will be on the operational front. Not 
managerial.

Degree Vs. Skills

At a recent seminar on road 
transport, it was stated – there are 
only 650 drivers for every 1000 
trucks. And the ratio is set to drop 
further. We expect the GDP to grow 
at 7.7 percent. This means increased 
trade and movement of goods across 
the country. Given our extreme 
dependence on road as a transport 
platform, lack of drivers will deal a 

Education
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crippling blow to trade. Yet we do not 
talk about increasing this vocation. 
It takes more than a year for an 
aspiring driver to get his commercial 
license. A delay which is a stumbling 
block. We are not able to attract 
new drivers to this vocation- this 
in spite of a statistic which tells us 
35 percent of our trucks are idling 
for want of drivers. India needs to 
set up driver training schools in the 
catchment area from where drivers 
come – the rural parts of India.

We do not have authoritative surveys 
on the labor market developments 
for supply chain jobs in India. A 
recent survey in China has some 
insights to offer. See the graph 
below. 90 percent of the respondents 
believe the talent pool lacks 
sufficient skills for the job. We are 
sure the Indian experience will not 
be any different! 

One common refrain we hear is – 
we are not able to attract people to 
join supply chain management as 
a profession. A contributing factor 
is the lack of awareness about 
the discipline among students. 
Our universities have developed 
curriculum for every possible 

function – from finance, marketing, 
HR, IT operations to retail and 
hospitality. But not for supply chain. 
The first time a student hears about 
supply chain as a career is after 
graduation – when she is looking 
for a job. Not even one university in 
India is offering an undergraduate 
program in supply chain. This lack 
of awareness limits the number 
of students who wish to pursue a 
supply chain career. The need of the 
hour is to develop a well-rounded 
undergraduate program in supply 
chain management – like the BBA 
and BMM we have today. 

A second issue is the lack of training 
of existing staff. We have met firms 
who refuse to train their staff – 
trained staff are prime candidates for 
poaching by rival institutions. Here 
again we do not have any figures 
to back us. In a survey conducted 
in Europe, only 16 percent of the 

firms surveyed planned to increase 
their training budget and 27 percent 
planned to offer regular cross 
functional training. Comparable 
Indian figures will be much lower. 
The constant complaint we hear from 
training institutes is – firms are not 
willing to invest in training. Training 
has to be low cost. This low cost 

mindset creates another hurdle – 
good faculty will not want to take up 
teaching as a profession. Unless we 
can offer decent remuneration to the 
faculty, we will not be able to attract 
faculty for training. 

Conclusion
Supply chain education in India is 
at a crossroads – an abundance of 
institutions offering managerial skill 
sets and a paucity of institutions 
offering operative skills. Small 
training institutes fill the gap for 
operative skills training. There is 
a skills mismatch in labor market. 
To add to it, finding qualified 
staff or skilled resources remains 
a major problem. Insufficient 
professional skills and too high 
salary expectations among 
managerial positions are two major 
reasons vacant positions cannot 
be filled. Firms need to put in extra 
effort of training in order to build 

necessary skill level of their staff. 
Lack of certification and diploma 
programs from universities is a major 
problem. Our priority is addressing 
deficiencies in educational system. 
Else, we will continue to debate 
on managerial skills while lack of 
operative skills will kill us.

Source: Presentation of results of GCC Wage Survey 2016
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India is one of the fastest growing 
economies of the world. We had 
witnessed a commendable growth 
in the domestic as well as export 
front. The future of Indian industry 
is expected to be even better than 
the recent past and is expected to 
become the fastest-growing of the 
world’s major economies. Logistics 
and supply chain industry is one of 
the significant industries, which 
support the growth of all other 
industries. But unfortunately, the 
level of inefficiency in logistics 
and supply chain performance in 
the country is comparatively much 
higher among all modes. There 
is an acute shortfall of qualified 
personnel with adequate training 
and education.

Logistically speaking, the sector has 
a huge demand for blue collar jobs. 
As much as 75% of the workforce in 
Logistics sector in India lack skills 
posing a major challenge, as per a 
Frost & Sullivan Report. Shortfall of 
resources has been reported to be 
as high as 52% in this segment. This 
is accentuated by the fact that there 
is a lack of ‘relevant resource’ which 
means the people with appropriate 
skills to do the job.

Some commendable steps have 
been taken by the government 
through newly launched skill 
development programs to address 
the issue. However, still industry is 
facing the acute problem of gaps 
in supply chain skill development. 
This is mainly driven by the improper 
and unstructured supply chain 
education in the country. Supply 
Chain Management is comparatively 
a new field of study in India and 
has not taken the right shape of 
development. Good number of 
educational and training facilities 
needs to be established. Educational 
institutions are slow in catching up 
with the ground realities and in India, 
there are not as many management 
institutes handling supply chain as 
other professional courses. Being 

a relatively new field of study, the 
curriculum is still not standardized 
across various institutes.

The need of the hour is solid 
actions rather than sympathizing 
on the present scenario. We need 
structured development in the 
industry which can be acquired 
only through qualified and skilled 
personal. This will not happen 
overnight and our education system 
should have a lot to contribute in 
this regard. It is a joint responsibility 
of logistics companies, our 
administration and governmental 
systems and the educational 
institutions to work together, to 
introduce a universal curriculum 
based on the actual demand by the 
market. Organizations should take 
up the responsibility to train their 
employees in the relevant trade with 
required skills.

As a sincere effort to address the 
issues we, IndoGlobal Institute of 
Supply chain Management is trying 
to provide quality and focused 
education in logistics and supply 
chain. We envision to produce an 
unique and futuristic space of supply 
chain which molds supply chain 
professionals of superior character, 
devoted to the promotion and 
development of the industry with a 
human trace. We plan to materialize 
our dreams through ours focused 
and specialized programs via online 
education, satellite education, 
animation and virtual videos, 
interviews of industry professionals, 
video of real business execution 
and display of logistics operation 
through  the specific program as well 
as degree courses on Logistics and 
SCM.

Again, we hope to have formal shape 
to the supply chain education system 
through the free seminars, panel 
discussions and other awareness 
programs to educate our students 
and the industrialists so that the 
industry can grow in a phased 
manner.

Gap analysis in Supply Chain Skill 
Development

Manish Kumar Gupta,
IndoGlobal Institute of Supply chain 
Management

It is the time for aspiring job seekers 
to focus on getting into an institute of 
choice – some for formal degrees. 
Others for skill building. Manish 
Kumar Gupta of IndoGlobal Institute 
of Supply chain Management writes 
on the need for skilling for supply 
chain professionals.
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Everyone who is involved in supply 
chain will tell you one thing – it 
is difficult to find skilled human 
resources for supply chain jobs. 
The statistics thrown around 
include everything – from drivers 
to operational staff to managers. 
Yet, we focus our discussion on 
just one set of institutions- the 
management education institutes. 
In this month’s spotlight, Girish 
V S, the Editor of SCMPro spoke 
to Prof. TAS Vijayaraghavan, 
Professor: Production, Operations 
Management and Decision sciences 
and Information system of XLRI 
Jamshedpur on the real skill shortage 
area – of tactical and operational 
resources. Not managerial talent! 

Prof. TAS Vijayaraghavan,
Professor: Production, Operations 
Management and Decision sciences and 
Information system of XLRI Jamshedpur

Majority of the conversations in 
B-Schools is focused on building 
managerial skills for supply 
chain profession. This is a small 
percentage of the skills needed by 
the industry. And to compound it, 
not very attractive. The industry has 
trouble finding skilled resources for 
operations on the ground. Industry 
is not able to find talent in the 
supervisory cadre – like warehouse 
supervisors or even truck drivers. 
There is gap between what the 
industry needs and what B-schools 
produce. The MBA’s of today are able 
to manage the supply chain function 
fairly well. 

One of the biggest challenges we 
will face is the shortage of drivers. 
By now, it is well know, that a drivers 
son does not want to become a 
driver. In a decade or so, we will 
not have drivers, unless we can 
attract more people to this vocation 
and train them. We do not have 
any clarity on this issue. There are 
some attempts to do this under the 
ITI umbrella, but it is not enough. 
The government, institutions, and 
industry need to work together to fill 
this talent pipeline. Unfortunately, 
there is no discussion on these 
issues, nor is there any whitepaper 
on it.

There are number of ways 
to overcome this – a simple 
certification program could work. Or 
there could be a formal education 
in colleges – we do not see an 
undergraduate program in supply 

chain management. And finally, 
there could be short term courses – a 
two or three day program. And to cap 
it, offer an MBA program. A larger 
issue here is the curriculum – India 
needs a bachelor’s degree in supply 
chain management. Companies 
can recruit them in the junior-
management cadre. The Government 
should encourage institutions to 
offer bachelor’s degree in supply 
chain management.

While we focus on creating the 
right kind of institutions for supply 
chain education, we need to keep 
in mind the shortage of faculty. 
Institutions are finding it difficult 
to find faculty. This is a universal 
problem – with the increase in 
number of B-Schools, finding 
faculty is a challenge. If we take 
into account the degree courses, 
the problem will get worse. We need 
to focus on faculty development 
programs too. The easiest to achieve 
is curriculum design. We could get 
experts to design a curriculum. But 
lack the faculty to implement this! 
The industry could step in here – and 
encourage its senior members to 
teach a few courses. This could be 
one way to meet faculty shortage. 
Colleges need to ensure that 
theoretical frameworks are taught 
alongside industry practices.

These are some of the ways to solve 
the looming talent shortage. A lot 
needs to be done. And we cannot 
afford to waste time. Else, our trade 
will come to a grinding halt.

Skill India  
to Grow
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JBS ACADEMY PVT LTD. (JBSAPL) 
was incorporated in the year 2000 
to impart good domain Knowledge 
in the field of Logistics and 
Management Studies. The thrust 
was on Skill up dating / Vocational 
Training to improve the employability 
of Professionals working in the 
Logistics Sector and those desirous 
of creating self-employment 
opportunities, thereby leading to 
a better delivery in the Logistics 
Sector.

JBS Academy is a part of the JBS 
Group which has over 58 years 
of experience in the Logistics 
Sector. JBS Academy nurtures a 
vision of creating excellence in 
Logistics Education as a part of 
their sustained social commitment. 
As a Logistics focused group, 
JBS Academy is keen on the 
people development process. JBS 
Academy has developed programs 
in Logistics and has partnered with 
numerous national / international 
level institutions like CII Institute 
of Logistics, Chartered Institute of 
Logistics UK, and NMIS-Mumbai. 

JBS Academy is an accredited 
partner of National Skill 
Development Center having 
committed to train more than 1, 
50,000 persons in Logistics in 

the next decade. It has signed an 
MOU with the Gujarat Government 
during Vibrant Gujarat-2013 for 
establishing Skill Development 
Centers focused on Logistics & 
Ports in multiple Gujarat cities. 
Apart from this, JBS Academy has 
been empaneled as a partner for 
skill development by the Center for 
Entrepreneurship Development, 
Government of Gujarat.

JBSAPL has an Academic Advisory 
Council, comprising leading 
practioners from the industry, 
trainers, and retired professionals. 
The AAC has the mandate of 
bringing in the highest standards of 
course content, delivery, assessment 
methodology and assisting in 
continuous improvement of quality 
in management education.

Pedagogy - a combination of Tutorial, 
Practical, and Demonstration 
executed with complete involvement 
backed by a thorough knowledge of 
expectations, delivered with long 
term commitment, competitive 
tailor made solutions and executed 
efficiently through appropriate 
technology, and a transparent and 
positive attitude. The objective of the 
pedagogy adopted for Post Graduate 
Program is to ensure that students 
internalize the traits of honesty, 

integrity, diligence, punctuality, and 
sanctity of deadlines, developing 
logic, and fostering out-of-the-box 
thinking, social awareness and 
confidence.

Corporate Social Responsibility

Since 2000, the Group has been 
undertaking computer education 
for nearly 3500 students annually 
between the ages of 12 and 16, 
introducing children from deprived 
backgrounds to soft skills. The 
group also undertakes philanthropic 
activities like computer education to 
children from lower strata of society 
through its group companies.

The Group, along with AMA-
Ahmedabad Management 
Association (India’s premier 
management training Association 
set up more than 5 decades back by 
the Father of India’s technological 
revolution Dr. Vikram Sarabhai) has 
set up J B Shah-AMA Center for 
Shipping and Logistics with the aim 
of providing professional leadership 
in Shipping and Logistics. The 
Centre is already functional. It also 
annually organizes a Mr. J B Shah 
Memorial Lecture on current topics 
of Logistics.

JBS Academy – Skilling the 
Supply Chain Sector
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Symbiosis Institute of Operations 
Management (SIOM), Nashik, under 
the gamut of Symbiosis, is a sui 
generis institution which aims at 
providing world class management 
education in Operations 
Management. Founded on the 
vision of “Promoting international 
understanding through quality 
education”, SIOM imparts value 
based educational skills which 
chisels engineers into outstanding 
business techno – professionals 
atop the current competitive 
markets. SIOM is India’s only 
Institute dedicated to Operations 
Management, constituted with a 
vision of Empowering and Leading 
Operations Excellence.

SIOM is an effort to nurture the 
student’s mindsets and skills so 
that they master the ability to 
manage ambitious corporate growth 
by achieving cost excellence, 
acquiring market excellence rapidly, 
strengthening and customizing 
design and building global / regional 
operating footprints. It produces 
potential leaders with broad 
knowledge by inculcating practical 
and analytical skills. Its dynamic 
course curriculum helps in brazing 
the students along with the global 
framework. These include initiatives 
such as SAP ERP training, Six Sigma 
Certification, APICS certification, CII 
Logistics Workshop and SCS training, 
all of which are aimed at delivering 
globally competent managers.

Continuous updating of curriculum 
with the consent of corporate 
mentors and keeping abreast 
with the latest has been the trend 
at SIOM. This quest for the best 
paved way for several laurels like  
“B-School with the Best Industry 
related Curriculum in Operations 
Management”, 2013by ET Now, 
“B-School Excellence Award for 
Innovative, Modern and Industry 
related Curriculum”, 2013 awarded 
by Bloomberg UTV and “Dainik 
Bhaskar B School award for Industry 

related curriculum in Operations” 
2013 , BSA Business School Affaire 
& Dewang Mehta Business School 
Awards 2014 , Business School with 
Best Academic input( Syllabus) 
in Operations & Manufacturing , 
Procurement Excellence Awards 
2014 by CPO Forum India , Outlook 
India’s Best Business Schools 
2014 ranked Symbiosis Institute 
of Operation Management, Nasik 
among the top 50 Business Schools 
in Outlook’s 2014 Survey of India’s 
Best Business School and many more 
since its inception year.

MBA Operations is the flagship 
programme offered by SIOM 
along with Executive MBA (Part 
time) Post Graduate Diploma in 
Operations Management (PGDOM) 
and Post Graduate Diploma in 
Enterprise Operating System 
Management (PGDEOSM). The 
SIOM Operations Management 
specialization empowers each 
engineer with sharp engineering 
and scientific capabilities along 
with smart business management 
disciplines. The students are dressed 
to tackle planning, development, 
and implementation tribulations 
that their organization might 
confront. The curriculum deals 
with topics such as supply chain 
management, project management, 
technology management, modeling 
dynamic systems, and quality 
management. To meet the techno-
Managerial competency needs of the 
Manufacturing and services sector 
in their various operations, The Post 
Graduate Diploma in Operations 
Management (PGDOM) and Post 
Graduate Diploma in Enterprise 
Operating System Management 
(PGDEOSM) are being offered as a 
part time non-residential 12 months 
course as a fast track module. 
Executive MBA program is part time 
nonresidential program run for 2.5 
years.

Contemporary research trends in operations 
and supply chain management
Symbiosis Institute of Operations 
Management is organizing 
“ICOSCM- International Conference 
on Operations and Supply Chain 
Management” which solely focuses 
on the broader aspect of operations 
and supply chain management. This 
would serve a rostrum for students, 
research scholars, business leaders, 
management professional from 
industries and many academicians to 
share their views, ideas, and insights 
on particular theme.
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The department of management 
studies at VPM has been providing 
quality management education 
since 1973. At VPM, executives 
from different companies have 
attended their programs and gone 
on to excel in their chosen roles. 
These companies have applied the 
strategies and ideas they have taught 
to compete successfully in new and 
emerging markets across the globe.

Supply chain management has 
become a strategic resource 
that enables companies to stay 
competitive in the global market 
place. Senior executives must deploy 
that resource to maximum advantage 
and that requires them to stay ahead 
of the new practices and capabilities 
that drive value in this ever changing 
field.

Vidya Prasarak Mandal offers 
a program in Supply chain and 
logistics management. To VPM, 
Supply chain management is not 
just another element in a broad 
portfolio of business programs, but it 
is one of our most focused programs. 
Our faculty members include a 
combination of experts both from 
industry and academia who are 
renowned thought leaders.

Program Objective 

Planning and managing the 
movement of goods and raw 
materials for a company in an 
efficient way is a vital part of a 
business. By doing this you will be 
assisting your company in making its 
logistics operations as efficient as 
possible.

Modules

 ● Introduction

 ● Framework Of SCLM

 ● Order Management And Customer 
Service Management

 ● Procurement And Inventory 
Management System

 ● Warehouse And Transport 
Management System

 ● Information Technology And SCM

 ● Global SCM And Supply Chain 
Core Concepts

 ● Performance Measurement 
Systems In SCM

 ● Strategic Alliances And 
Distribution Strategies

 ● Industrial Visits

Program Highlights: 

 ● Convenient weekend batch

 ● An opportunity to interact with a 
lot of industry leaders

 ● Help your career take off

 ● Add value to your CV

 ● Fast track your career

Eligibility

Duration: The duration of the 
programme is six month and consist 
of 25 Session of 3 hours each.

Contact Details: 

Vldya Prasarak Mandai,Thane (VPM) 
Venue: Dr. V. N. Bedekar Institute of 
Management Studies

Building No. 
4,Jnanadwsapa,ChendaniBunder 
Road,

Tel: (91-22) 2536 4492,2533 9878Fax 
:(91-22} 2544 6554

Thane (W) -400601, Maharashtra

Email ID : admlsslon@vpmlhana.org

Vidya Prasarak Mandal
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The 2nd ISCM Demand Planning & Forecasting Award 2016 is back. Institute of Supply Chain Management 
along with SCMPro is organizing The Demand Planning and Forecasting Forum – on Mumbai on the  
18th June 2016. Demand Planning Forum celebrates the demand planning and forecasting function in Indian 
companies, by recognizing and sharing the best practices adopted by both individuals and companies. 
ISCM invites top companies to share with it the demand planning process.

How to Participate?
To start the process, please register your interest in participating by sending us a mail expressing your interest. We 
will send you a structured questionnaire. There are two categories we have chalked out- a series for the individual 
contribution to the function and a separate series for corporate achievement – with separate awards for di�erent 
sector.

 ● Demand Planning and Forecasting Award is open to any �rm in India

 ● ISCM will forward the entries to members of the jury for deliberations 

 ● The two best in class forecasting processes – both individual and Corporate categories will be invited to present 
their case at the forum

 ● The Best processes will be honoured with the “ISCM Demand Planning and Forecasting of the year” award. 

 ● The presentation will happen on the 18th June, 2016 at The Orchid, Mumbai.

To Partner with us: Riddhi.solanki@scmp.in,  
To Register: Bhavi.shah@scmp.in 
Tel.: 022 60020156/ 57/ 58 /59

Fee
Corporate Nomination : 

` 20,000 + taxes
Individual Nomination : 

` 15,000 + taxes

Categories
Individual
Corporate
Business Analytics- Academics

DemandDemandDemand

ForecastingForecastingForecasting
ForumForumForum

PlanningPlanningPlanning &&&
NOMINATE  
YOURSELF

18th June, 2016

www.iscmindia.com/dp�
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India’s is the second largest fruit producer in the world. 
India’s horticulture output, comprising fruits, vegetables 
and spices, in the year 2014-15 reached a record 
high of 283.5 million tons (MT)(Source: Assocham, 
Media Reports, Reed Analysis). It ranks third in farm 
and agriculture outputs. Such surplus production in 
agriculture apart from rapid development and growth 
of Food & Beverage industry in India requires a robust, 
effective, and efficient cold chain for the sustainable 
and long term growth. Javin Bhinde and Anurag Jain, 
SynCore Consulting Group, write about the scope for 
Cold Chans in India.

Challenges and Scope  
in Indian Cold Chain Industry

Javin Bhinde,
SynCore Consulting Group, Mumbai

Anurag Jain,
SynCore Consulting Group, Mumbai
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Challenges and Scope  
in Indian Cold Chain Industry

Cold Chain Logistics involves 
control of temperature, humidity, air 
composition, packaging and more. 
Success of any cold chain system 
relies on the ways it can efficiently 
transport products that are sensitive 
to their holding environment 
from the place of origin to their 
destination with full integrity. Key 
growth drivers include growth in 
organized retail and food sectors and 
rising export demand for processed 
and frozen food, as well as growth 
in domestic pharmaceutical market. 
The Cold Chain ecosystem offers a 
wide array of opportunities - two key 
applications are mentioned below:

 ● Preserving a product’s quality: 
The main purpose of Cold Chain 
technology is to primarily protect 
goods from inclement natural 
conditions. In such cases, the 
production unit or factory is the 
origin of the cold chain and the 
new value that is created at the 
point of origin is preserved for 
market realization by cold chain 
services.

 ● Enhancing the product’s life: Cold 
chain solutions, when applied 
correctly, effectively extend the 
produce’s life and safeguard 
nutrient quality. Though the 
produce trends on a perpetual, 
downward biological lifecycle, 
the ageing process gets retarded 
and the buying time to reach 
customers gets increased.

The concepts A and B are two ends 
of a spectrum – one is a preservative 
function, the other serves to delay 
senescence and enhance saleable 
life. The use of either function 
depends on the product and product 
types. A combination thereof of 
these underlying principles is also 
seen in use in case of potatoes, 
species, pulses, apples etc. Cold 
chain has become the prime link 
between a long existing production 
base and the consumption centers. 
An optimal cold chain solution is 
a right combination of harvesting, 
routing, packaging, cooling, staging, 
transport, storage, distribution and 
retail. The following components 

are required for developing an end-
to-end cold chain solution for its 
applications in industrial sector, 
agriculture sector and in the food 
and beverage industry:

1. Static Infrastructure: as 
initiators of the cold chain, for 
term based storage, and as cross 
dock distribution hubs.

2. Mobile Infrastructure: as 
links for post-production and 
pre-market stages. These are 
designed to cater to logistical 
load factors. Additionally, cold 
chain extends to last mile 
retail or point of sale involving 
merchandising infrastructure

3. Standards & Protocols: as to 
define and for procedural 
processes for safety, designing, 
handling and for the operations 
of a wide array of finished 
products and raw produce, 
largely food or health related 
items.

4. Skilled Resources: human 
resources to implement all above 
aspects in a cold chain

The Indian Cold Chain Industry which 
was a USD 4.7 Billion industry in 
2013 is expected to grow at a CAGR 
of 28% over the next 4 years and 
will reach a market size of USD 13 
Billion by 2017. Currently, with more 
than 3,500 companies operating, it is 
highly fragmented and unorganized 
in nature. Organized players 
contribute 8%-10% of the cold chain 
supply base. There are 5,381 cold 
chain storages in India with 95% of 
total storage capacity under private 
players. 36% these cold storages in 
India have capacity below 1,000 MT. 

With the current capacity only less 
than 11% of what is produced can 
be stored, cold storage capacity is 
expected to grow at 13% per annum 
on a sustained basis over the next 
4 years, with the organized market 
growing at a faster pace of 20%.

 ● 11% of the world’s total 
vegetables production is 
accounted by India alone but 

India’s share in global vegetable 
trade is only 1.7%

 ● 127 Million Tonnes of milk was 
produced in 2011-12, but cold 
storage capacity is only available 
for 70,000-80,000 Tonnes of milk

 ● 20%-30% of fish production is 
annually wasted in India

 ● 25,000 unregistered slaughter 
houses are present in India, which 
generally lack chilling facilities

 ● According to industry estimates, 
approximately 104 million metric 
tons of perishable produce is 
transported between cities each 
year 

 ● Of this figure, about 100 million 
metric tons moves via non–reefer 
mode and only four million metric 
tons is transported by reefer

 ● Even though India has about 250 
reefer transport operators (mostly 
small & non-integrated firms) that 
transport perishable products and 
more than 30,000 refrigerated 
vehicles currently ply in India

 ● The high cost of transportation is 
a major challenge for refrigerated 
vehicles market

Source: Assocham, Media Reports, 
Reed Analysis

Because of the wide array of 
applications offered by the Cold 
Chain industry, Cold Chain solutions 
are a catalyst for accelerating the 
growth of other industries.Apart from 
its applications in other industries, 
it finds a most crucial and sensitive 
application in the pharmaceutical 
industry, where even a few hours of 
failure of cold chain equipment can 
have serious repercussionson drug 
efficacy.

In the pharmaceutical industry, it 
is crucial that the industry players 
/ regulators monitor and maintain 
the requirements for temperature 
controls till the retailer level. 
Otherwise there is a high possibility 
of the efficacy getting compromised.
The authors can be contacted at 
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The above diagram summarizes the 
critical factors for the reluctance in 
setting up cold storage facilities and 
in buying of cold chain equipment in 
India.

Apart from the investment related 
issues, there are infrastructural 
issues leading to the problem of 
non-adherence to the correct Cold 
Chain practices during the storage 
and transportation of Cold Chain 
products. 

Few Indian states like Uttar Pradesh 
have a power shortage of 11.6% 
against the all India average of 
2.3% leading to the challenge of 
maintaining Cold Chain services. 
Owing to the high cost of running 
the (outdated) back-up generators 
(which naturally consume more 
power) few pharmaceutical 
distributors and retailers are forced 
to cut the power supply to cold chain 
equipment especially during the 
night. 

Maintaining Cold Chain services 
during drug distribution has its own 
set of challenges.The old condition 
of cold chain equipment used in 
transportation, high waiting and 
queuing time due to lack of requisite 
infrastructure at the seaports and 
airports, high ambient temperature 
in India, unawareness on the 
significance of maintaining Cold 
chain services etc. contributes to 
the problem of restricted growth of 
Cold chain industry in India. Besides, 
the 3PL service providers are of the 

opinion that they are not provided 
any incentives for maintaining 
cold chain services due to the long 
transport lead times owing to poor 
road condition and high number of 
toll nakas (which leaves very low 
margin for their operations).

Understanding the criticality and 
significance of maintaining cold 
chain services are important in 
order to enhance patient value. 
While manufacturers must strictly 
adhere to Good Manufacturing 
Practice (GMP) and Good 
Distribution Practices (GDP), it 
is equally critical for the other 
supply chain stakeholders to make 
their contribution in enhancing 
patient value by following GDP 
practices rigorously. Unfortunately, 
compromises are made by some 
3PL players and industry players 
who often use low quality reefer 
containers (which cost significantly 
less) compared to good quality reefer 
containers. 

Drug Packaging can play a 
significant role in maintaining 
temperature controlled services in 
pharmaceutical industry. But, quite 
often due to unavailability of small 
size reefer vehicles for shipment 
from distributor to retailer, drugs 
are generally shipped on 2 wheelers 
or even bi-cycles. This leads to 
violation of GDP as practices like 
storing and shipping drugs directly 
with ice-cubes in a thermocol box 
can only lead to drug safety, quality 
and efficacy getting compromised. 
This makes a sharp dent on efforts 

being taken by other supply 
chain players to enhance 
patient value. Moreover, lack 
of an industry wide IT platform 
implementation across the 
supply chain to track and trace 
drugs consignment has further 
magnified the problem. 

Total Investment projected in 
Cold Chains over the next 5/10 
years. 

As per estimates by the 
National Center for Cold Chain 
Development (NCCD), the 
total investment expected in 

India’s cold chain in the next 5 to 
10 years is approximately USD 6 
to 10. Moreover, there is front-end 
investment required at the retail 
end, for walk-in buffer storage and 
vending platforms or shelf space. 
The other investment needs are 
in testing and certification labs, 
research and protocol development 
centers, specialized training centers, 
transaction based IT network and 
handling and packaging equipment.

Strategies and Plans to achieve the 
targets

In the Union budget 2016-2017, 
the Government has made a good 
attempt in boosting Cold Chain 
infrastructure in India, through 
measures like promoting use of 
refrigerated containers by reducing 
basic custom duty (BCD) to 5% and 
excise duty to 6%. The Government 
must continue grants and subsidy 
schemes for cold chain infrastructure 
development and extend schemes to 
include logistic and transport sector. 
Attempts must be made to develop 
multi-modal chain links through 
railways and highways, aimed at fast 
track green corridor for perishables. 
All cold chain activities including 
knowledge dissemination in cold 
chain must be exempted from service 
tax. All supply chain stakeholders 
must make efforts to promote human 
resource development for all levels 
of cold chain: farm-gate aggregation, 
pre-cooling, storage, transportation, 
handling, packaging etc. 
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Best in the Class Faculty

and more...

Executive Post Graduate Program  
in Supply Chain Management

11 Months  
Weekend Program

Graduate with 2 years experience 
Diploma with 3 years experience 
Exceptional candidates with lesser Experience 
will be considered on case by case basis

EPGPSCM Attracts Talented Nominations From: 

Term 1:  General Management
Term 2:  Supply Chain Management (Foundation)
Term 3:  Application of Supply Chain Management (Strategy and Applications)
Term 4:  Strategic Supply Chain Management (Strategy Framework)

ADMISSION OPEN
4th BATCH

Mentors

Dr. John Gattorna  
Global Supply Chain ‘Thought Leader’ and  
Author - Adjunct Professor, Sydney

Dr. Mahender Singh  
Chief Executive O�cer/Rector,  
Malaysia Institute for Supply Chain 
Innovation 

Dr. George Ioannou  
Director, School of Business,  
Athens University

Dr. Ioannis N Lagoudis  
Assistant Professor,  
Malaysia Institute for Supply Chain 
Innovation

Eligibility criteria

Focus Area

V S Girish  
Executive Director, ISCM 

Dr. Vaidy Jayaraman  
Associate Professor, University of Miami.

Dr. Antony Paulraj  
Globalization Professor in Supply Chain 
Management at University of Southern 
Denmark

Arif Siddiqui  
Director, Coign Consulting      and more...

World Class 
Supply Chain 
& Executive 

Education In 
Mumbai

Contact us bhavi.iscmindia@gmail.com | 022 60020159 | 8879192098 | www.iscmindia.net
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Mahindra Transport Excellence Awards

The 5th Edition of the Mahindra 
Transport Excellence Awards 2015 
felicitated those whose contributions 
made a difference to the industry. 
In addition, the organizers also 
addressed the importance of 
educating the girl child

Emotions ran high at the Awards 
ceremony of the 5th Edition of 
Mahindra Transport Excellence 
Awards program on March 4, 2016 at 
Hotel Ashok, New Delhi, where the 
who’s who of Indian Road Transport 
Sector gathered and honored various 
Outperformers of Indian Transport. 

Mahindra Transport Excellence 
Awards recognize and reward various 
stakeholders in the trucking industry 
on parameters like Outperformance, 
Excellence, Innovation, and Change 
Leadership, judged against the 
backdrop of RISE pillars – Accepting 
No Limits, Alternative Thinking, 

and Driving Positive Change. The 
initiative, with its inclusive nature, 
has set for itself high standards.

The popularity and equity of the 
awards has further gone up amongst 
the transport community with a 
compound growth rate of 38 per cent 
since the awards was announced five 
years ago.

For the third consecutive year, the 
Ministry of Road Transport and 
Highways played an integral role in 
making the award ceremony huge. 
Besides higher numbers, the entries 
also exhibited better quality, more 
interesting stories, and stronger 
pitch, giving a feeling that the 
Transport excellence Awards have 
come of age.

After the formal inauguration of 
the program, Nalin Mehta, CEO, 
Mahindra Truck and Bus Division 

(MTBD), presented the report card 
of the awards program, reaffirming 
Mahindra’s commitment to continue, 
strengthen and make more relevant, 
this RISE initiative. He shared 
with the audience, the fact that 
the program was becoming bigger 
and better with every passing year 
and was attracting better quality 
entries. Amiya Swaroop, Sr. Manager 
- Advisory, Ernst & Young provided 
the certification for fairness and 
transparency from the stage.

Anand Mahindra, Chairman and 
Managing Director Mahindra Group, 
expressed his pleasure and stated 
that over these five years, MTBD 
has made great efforts to make the 
awards more inclusive and more 
meaningful. He recounted the crucial 
role

played by the Road Transport Sector. 
The fact that it traverses the length 

Event
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and breadth of India’s 4.7-million 
kilometre road stretch; it serves the 
needs of 1.1 billion people – over 
90 per cent of India’s population; 
it covers the country from North to 
South, from East to West; it links 
village to the city, farm to factory; 
backward regions to the mainstream; 
it gives employment to 8 million 
people; it contributes almost 5 per 
cent of the nation’s GDP. But even 
more important, it is the silken web 
that connects Indians to each other.

While talking about the Essay 
completion for Saarthi Abhiyaan 
awardees, and the fact that 
supporting daughter’s education is 
the greatest gift that a father can 
give, he referred three winner truck 
drivers’ daughters as ‘Super Laxmis’ 
who changed their father’s lives by 
giving them the opportunity to own a 
brand new Mahindra BLAZO, with a 
bit of help from Mahindra Truck and 
Bus and Mahindra Finance.

Following this, Minister of Road 
Transport and Highways Nitin J 
Gadkari applauded the Mahindra 

CSR initiative, Saarthi Abhiyaan for 
the education of the daughters of 
the truck drivers. Besides this, the 
drivers were given an opportunity to 
own a brand new truck. 

And then came the moment of 
winning a brand new Mahindra 
Blazo25 truck by Ramcharan Yadav 
being the “Super Outperformer 
Driver of the year”.

As a responsible driver and family 
man who not only saved many 
lives by on time delivery of oxygen 
cylinders to a hospital but ensured 
the education of his children and 
successfully passing each step 
of stringent driver Jury process 
comprising of psychomotor and 
psychometric tests, Traffic Rules and 
Medical tests. This was really a very 
emotional moment for him and his 
family members on stage.

Thereafter, Rajan Wadhera, President 
and Chief Executive – Truck and 
Power Train Division, Head – 
Mahindra Research Valley and 
Member – Group Executive Board, 
highlighted MTBD’s contributions 
towards knowledge power that is 

doing wonders to the transporters in 
both their personal and professional 
lives through the initiatives under the 
umbrella of LIGHT OF KNOWLEDGE 
comprising of MPOWER, WAR 
ROOM and MENTORS’ SUMMIT in 
conjunction with the prestigious, 
Indian Institute of Management, 
Ahmedabad. The latest initiative in 
the form of the first ever academic 
book on trucking, ‘Trucking 
Business – Cases and Concepts’ 
crated by eminent faculty of IIMA 
and supported by Mahindra Truck 
and Bus, was launched by Wadhera 
jointly with IIMA Faculty members 
Prof. G Raghuram, Prof Rekha Jain, 
Prof. Debjit Roy and Hemant Jha, 
Manager – Product Development, 
McGrawHill Education.

At the end of the ceremony, R 
Thyagarajan, Founder and Chairman 
of Shriram Group was felicitated with 
the Lifetime Achievement Award for 
his contributions to the transport 
industry.
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The Institute of Supply Chain Management along with SCMPro is organizing The Demand Planning and Forecasting 
Forum 2016– on Mumbai on the 18th June 2016. Demand Planning Forum celebrates the demand planning and 
forecasting function in Indian companies, by recognizing and sharing the best practices adopted by both individuals and 
companies. ISCM invites top companies to share with it the demand planning process. SCMPro brings you a glimpse 
of DPFF 2016.

The Institute of Supply Chain and Management is holding its second Demand Planning and Forecasting Forum on the 18th 
June 2016. Demand Planning and Forecasting is increasingly the focus of corporate. Volatile customer demand and shorter 
product lifecycles are putting pressure on firm’s ability to create and fulfill demand. Result – failed product launches, stock 
outs, or heavy unsold inventory. All leading to pressure on bottom line.

Demand planning and forecasting has been an unsung and under-recognized part of the supply chain – some even question 
if it should be a part of supply chain. There is a temptation to include this function within the marketing department – 
which we feel is wrong. Marketing is only half the story. Marketing creates the demand. But success lies in fulfillment of 
the demand created. And fulfillment is a supply chain function. For a seamless fulfillment function, demand planning and 
forecasting should be a matrix – with inputs from both marketing and supply chain function.

The first edition of the Demand Planning and Forecasting Forum saw 15 firms vying for the best demand planning function 
title. ISCM chose these firms, based on a dipstick survey done by it. ISCM invited these firms to nominate themselves. An 
international jury of academicians shortlisted the top three firms. These firms presented their credentials to an invited 
audience, who decided the top three rankings. This was the first time in an award function – the expert audience voting for 
the top firm. 

ISCM realized that it could not compare the demand planning function of an FMCG firm with an engineering firm. 
Recognizing this, ISCM decided to create separate awards for industry verticals, and two grand prizes for outstanding 
demand planning and forecasting from among the industry winners.

About the Awards
The Demand Planning and Forecasting awards is an effort to recognize the best practices that Indian firms have adopted in 
this function. A robust DPF function will provide firms to gain immensely from greater levels of business sustainability and 
profitability; increased efficiency in use of resources; superior workplace standards and practices; increase in productivity; 
and enriched intra-corporate dialog. DPFF 2016 aims to celebrate the successes of Indian firms in demand planning 
and forecasting, and in the process reward their strategy, performance, and goals. It also aims to inspire comprehensive 
exchange of ideas and best practices in India and to identify models for excellence.

The DPFF Awards will be a defining moment in the Indian industrial sector – recognizing the real achievements of the 
demand planning and forecasting function.  

Objectives of DPFF
 ● Encourage and motivate adoption of best practices in Demand Planning and 

forecasting

 ● Become role models for others to emulate.

 ● Encourage employees to excel in demand planning and forecasting.

 ● Create strategies for improvement in forecasting standards.

 ● Recognize outstanding contribution to Demand Planning and forecasting.

The Award Series
DPFF will recognize two types of 
achievements – firms with the best 
demand planning and forecasting 
function and individuals who have 
contributed to making the function 
robust. Firms can apply under both the 
categories.

The Industry Verticals
To encourage more firms to share their best practices in demand planning and forecasting, the second Demand Planning and 
Forecasting Forum 2016 has the following industry verticals:

mFMCG/ FMCD  mAutomobile and Auto Ancillary firms  mPharma Sector  mEngineering firms  mRetail Sector  mApparel 
mManufacturers  mChemical Sector  mTelecom  mHealthcare  mPower Sector  mFinancial sector

DPFF Awards
2nd Demand Planning & Forecasting Forum Awards 2016
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Nomination Guidelines
The nomination forms and relevant documents are available at the DPFF website- www.dpff.iscmindia.com. The 
nomination is open to all firms operating in India.    

 ● A firm can apply in both categories, by paying the requisite fees. Please use a separate form for each award 
category. The form is available on the above website. Firms have the option of filling the forms on-line, and upload 
all attachments under the links provided.

 ● Self-nominations for individual achievements are accepted
 ● Nomination forms and materials submitted will NOT be returned. Nomination information will be verified and 

excerpts may be used for pre event publicity purposes
 ● Nominations submitted in multiple categories should address the specific category by ticking multiple categories 

in the nomination form.
 ● The decisions of the Organizing Committee and Jury Panel are final. By nominating or accepting a nomination, the 

organization agrees to abide by the decision of the Organizing Committee and Jury Panel.

Winners of DPFF2015

How to Participate?
To start the process, please register 
your interest in participating by 
sending us a mail expressing your 
interest. We will send you a structured 
questionnaire. There are two 
categories we have chalked out- a 
series for the individual contribution to 
the function and a separate series for 
corporate achievement – with separate 
awards for different sector.

The Process
DPFF will recognize the demand planning and forecasting function in Indian 
corporate. Any Indian firm can apply for the Demand Planning and Supply 
Chain recognition. The 

 ● ISCM will forward the entries it receives for jury deliberations 
 ● The five best in class forecasting processes for each sector and the top five 

individual nominations may will be invited to present their case in front of 
the Jury.

 ● The Best two processes in each sector will be honoured with the “ISCM 
Demand Planning and Forecasting firm of the year” award. 

 ● The presentation will happen on the 18th June, 2016 at The Orchid, Mumbai.
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I am following the recent 
pronouncements of the judges of the 
Supreme Court on the issue of bank 
defaults. There has been a number 
of “strictures” on the RBI. I am no 
fan of RBI. I believe they are prone to 
make mistakes too. My grouse with 
RBI is – they are too cautious. They 
move keeping in mind the weakest 
bank – hobbling the stronger ones. 
But the judges feel otherwise. A front 
page article in a national newspaper 
reported that the judges wish to go 
to the root of the problem – why do 
firms take large loans and default. 

I am sure the judges have been 
watching a lot of Hindi movies – 
where an industrialist is the worst 
kind of human being – out to swindle 
the poor – only in this case replace 
poor with banks. How facile. In 
B-Schools they routinely teach – a 
business is a risky proposition. 
Things can go wrong. The bigger the 

venture the bigger the risk.

I routinely speak to bankers on the 
business environment – a part of 
my job. Do you want to know why 
large firms are defaulting dear 
judges – it is because of you. In your 
zeal to appear just, you cancelled 
122 telecom licenses and 200 coal 
blocks. This is the first case where an 
entire set of firms have been tarred 
as unethical and punished. Were all 
these 322 firms’ culprits? Or were 
they punished for someone else’s 
sin? What happened to “only the 
guilty should be punished?” And, by 
the way, fear not - the ones who took 
the bribe will die of old age.

DO you know the consequence of 
this action – I know for a fact that a 
firm in the Eastern part of India was 
setting up a thermal power plant, 
based on the allocation of coal 
block. They lost the coal block, and 
abandoned the power plant half way. 

The bank is holding an NPA 
of more than 500 crores. So 
who is to be blamed? The 
Supreme Court. Because it 
was the cancellation of coal 
block that led to the NPA! 
Speak to any banker – it is 
the same story. 

Not convinced – here is 
another example - All 
firms who decided to set 
up power plants – coal 
or gas based – place 
orders for generators and 
other fabrication works. 
Cancel coal block – shut 
down power plants. The 
generator manufacturers 
and fabrication firms lose 
orders. They too borrowed 
to complete the job. Now 
they are in trouble. Who will 
want to buy a half finished, 
abandoned power plant? 
Remember – industries are 
not standalone entities. 
When you kill over 300 large 
investments in one stroke, 
you kill a lot of downstream 
players too. Some of them 
will take years to get back 
to profitability. Mean time 

they are NPAs.

Who is at fault - RBI or banks? Not at 
all. No one thought that the courts 
would kill 300 firms and a huge 
number of downstream players in 
one stroke. Thanks to the Supreme 
Court, a new risk has entered the 
banking lexicon – judicial risk – the 
risk that judicial act will jeopardize 
a project. When did the NPA’s start 
rising – was it before or after the 
cancellations? Yes your Honor, 
please go to the root of it. The nation 
needs to know the extent of damage 
done to its businesses.

Yes – the court should publish the 
total loss to the nation because of its 
act. I am reminded of the old adage 
– physician heal thyself. Only in this 
case it is – Judges- blame yourself. 
For once, RBI and banks are not to 
blame.

Rising NPAs - Do not Blame RBI 
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Defence supply chains face a level of complexity not seen in commercial supply chains. They have to operate in remote 
locations, often with very poor connectivity. The nature of army campaigns is changing. The complexity of equipment is 
changing. The only constant is the requirement of near 100 percent uptime. This is forcing militaries across the world to 
look closely at their supply chains. And bring in better life cycle management of their assets. If armies cannot operate in 
every theatre, if they do not have an effective supply chain, their ability to operate will be severely compromised. This is 
where professional 3PL service providers play a role. SCMPro spoke to Paul Kettle, Director - Business Development 
at TVS SCS  on Defence Supply Chains.

1. How is defence supply chain 
different from commercial supply 
chains?

Military supply chains and 
commercial supply chains are 
effectively the same industry and 
share the fundamental elements 
of supply chain management. 
Historically, they have been viewed 
and managed in separate ways 
resulting in differences in service 
levels and cost. However, in the 
last five years there has been a 
significant move to integrate the 
military’s logistics experience with 
private-sector logistics expertise 
to optimize procurement, supply, 
maintenance, and distribution times. 
This means Military supply chain 
management integrating commercial 
best practice. 

2. What is the skills cocktail that 
you need to run a defence SCM?

A thorough understanding of 
supplies, resources, and manpower 
matched with the ability to meet the 
need of the unforeseen event.

3. What are the drivers of defence 
supply chains and how would you 
manage the Military’s  unique and 
complex equipment’s?

TVS believes defence and 
commercial supply chains have 
similar drivers; getting the right 
part, to the right place, at the 
right time, at the lowest cost. 
We recognize there are different 
challenges associated to Military 
and Commercial requirements 
both in terms of equipment and 
environment; however the following 
fundamentals of supply chain 
management apply to both;

 ● Data management 
 ● Order management 
 ● Inventory management
 ● Strategic purchasing
 ● Manufacturing support
 ● Storage/Warehousing
 ● Transport
 ● After market support

TVS currently manage in excess of 
200,000 items for the UK MoD, a 
number of which are unique and 

Paul Kettle,
Director - Business Development at  
TVS SCS

Feature

Transforming Defence Supply Chain
Delivering certainty of military supply at minimal cost
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complex. We manage all aspects 
of the supply chain through our 
sophisticated IT system (Msys), 
our capable people and extensive 
worldwide Infrastructure; this allows 
our Defence customers to have total 
visibility from order placement to 
delivery, enabling them to make 
informed decisions.

4. Can you elaborate on 
“Performance Based Logistics used 
in defence?

TVS, whilst an Indian based 
organization, operate under two 
‘Performance Based Logistics’ 
contracts for and on behalf the UK 
MoD. Other terms used to describe 
these types of arrangements are 
‘Contracting for Availability’ and 
‘Contracting for Capability’. A key 
aspect of PBL is the transfer of Risk 
from government or organization to 
the contractor. Under these types 
of arrangements, the contractor 
is accountable for the delivery 
of a service as a whole which 
means there needs to be a clear 
understanding of commercial 
and technical risks associated to 
delivering the service.       

5. What tools do you use for SCM 
and supply chain execution?

TVS invests heavily in intelligent IT 
to ensure our clients has improved 
analytics embedded across its 
supply chain to help in problem 
solving and decision making. It has 
developed its own market leading 
system in the form of ‘Msys’ which 
is a suite of software solutions that 
have been designed and developed 
by TVS to meet the requirements 
of Blue Chip organisations and 
Government departments. The UK 
MoD has recently adopted Msys and 
is currently deploying the systems 
across it Logistics environment. 

6. What challenges does visibility 
pose to defence SCM? 

In a military context, visibility is as 
important as communication. Having 
real-time information on the current 
supply status is a key attribute in 

achieving a military’s readiness, 
including the management of 
maintenance regimes. Integrated 
information about procurement 
actions, repair parts, stock and 
transport status is not only a military 
advantage but also a way of reducing 
costs i.e. stocks in warehouses 
being kept at a minimum through 
continuous resource reduction. 

Some logistics providers have 
become information management 
firms through the adoption of the 
Internet for electronic commerce, 
customers have come to expect 
ready access to real-time inventory 
procurement, ordering, and tracking. 
The Information Revolution is 
leading the changes in supply chain 
management. 

7. What transferable skills do you 
hope to bring to India?

Today, TVS provide the UK MoD 
with a comprehensive supply chain 
management service, including 
procurement, to support a large 
number of its military vehicle fleet 
(c: 11,000) and commodities such 
as clothing, medical equipment, 
packed food, packed fuel and 
general commodities, including 
pharmaceuticals.

This is our core business, and these 
services have been developed and 
perfected in an incredibly demanding 
and competitive commercial 
marketplace. We invest heavily in 
our IT systems (Msys), people and 
infrastructure to enable TVS to 
deliver a truly world class service. 

The benefits to the Indian Army will 
be the same as to the UK MoD and 
our other defence customers: 

 ● Improved visibility & control

 ● Improved speed & reliability of 
information

 ● Improved service at less cost

These three things will ensure the 
Indian Armed Forces (Army, Navy and 
Air Force) get what they want, when 
they want it.

8. What is your experience with 
network risk analysis in defence 
SCM?

If we’re talking about network from 
an IT perspective, TVS is one of the 
first Supply Chain Management 
organizations to progress to 
ISO 27001, demonstrating its 
commitment to international 
information security best practice. 

9. What is your experience with Big 
Data in supply chain?

Many organizations, including 
Defence departments, are often 
found to be ‘drowning in data but 
starving of information’, restricting 
their ability to make informed 
decision in regard to the supply 
chain.

TVS has a unique proposition in the 
management of data to support 
supply chain decision making, 
underpinned by its Msys IT solution. 
Msys is deployed in the defence, 
automotive, beverage and utilities 
sectors with a range of blue chip 
organizations. 

10. What are the peculiar 
challenges in after-market supply 
chains?

One of the main challenges in 
defence after market supply chains is 
‘Obsolescence’.

This can affect all equipment, 
software, standards and 
specifications and impact all stages 
of the life of equipment.  The effects 
of obsolescence can be expensive 
but the impact and cost can be 
minimized by planning for that 
eventuality.  TVS manages and 
resolves obsolescence issues on a 
daily basis for a range of defence 
equipment including armored 
vehicles, construction vehicles, field 
infrastructure and missile support 
systems. This includes full through 
life management, reverse logistics, 
and strategic product re-sourcing.  

TVS tackles obsolescence in a 
proactive manner whilst having the 
ability to react to emerging issues. 

Transforming Defence Supply Chain
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Supply chains exist to reduce costs, 
is a paradigm that has outlived its 
relevance. A slow moving supply 
chain is a risk in today’s volatile 
world. From same day to few 
hours’ delivery, customers are now 
expecting faster delivery. Firma which 
cannot meet this timeline will fail. In 
this paper, Prof. Martin Christopher 
of Cranfield School of Management 
argues that firms need to develop 
an agile supply chain – not just a 
lean supply chain. The entire article 
can be viewed at: http://www.
sciencedirect.com/science/article/pii/
S0019850199001108
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To be successful, a firm needs to 
be able to synchronize its supply 
chain to meet the demands of its 
customer, as it peaks and wanes. 
Time is now an important dimension 
in supply chains. To succeed in 
markets, firms need to move 
beyond responsiveness, or speed, 
to agility- the ability to flexibly 
handle the customer demand. Prof. 
Christopher begins the paper by 
defining agility. He defines agility 
as “a business-wide capability 
that embraces organizational 
structures, information systems, 
logistics processes and, in particular, 
mindsets.” This is in contrast to Lean 
– which considers the expenditure 
of resources for any goal other than 
the creation of value for the end 
customer to be wasteful, and thus 
a target for elimination. In a lean 
supply chain, you eliminate waste. 
Agility helps firms quickly adapt to 
changes in market place without any 
negative impact on quality. Quite 
often lean supply chains are not 
agile.

Prof. Christopher cites the example 
of the automobile industry – typical 
production time for a vehicle is 
around twelve hours, while the 
inventory of finished vehicles is 
for close to 60 days and yet the 
customer has a to wait for weeks 
to get the vehicle of her choice. 
Agile supply chains can address this 
problem.

Prof. Christopher lists four 
characteristics of an agile supply 
chain. One the supply chain should 
be responsive to changes in the 
demand in the market. Second, firms 
will use information technology 
to share data among the various 
entities, creating a virtual supply 
chain. The third characteristic is 
process integration – the entities 

in the supply chain collaborate 
across the spectrum, from strategy 
to accounting to joint teams. The 
fourth is network – a process by 
which organizations orchestrate 
and manage the supply chain to 
deliver value to the end customer, 
and where the entire supply chain is 
committed to the end customer.

The reason why most supply chains 
are not agile is simple – they lack 
visibility of real customer demand. 
To tide over this lack of visibility, the 
entities in the chain use inventory to 
meet customer demand. A traditional 
supply chain send demand signals 
as a series of orders. But firms need 
to realize that orders often delayed 
or distorted due to managerial 
actions – like waiting for a FTL before 
releasing an order. Demand reflects 
the dynamic changes in the market. 
This means firms should move away 
from forecast driven inventory to a 
demand driven model. 

This bring in postponement – a 
strategy used to eliminate excess 
finished goods inventory to maximize 
the opportunity to provide a 
customized product to the customer. 

According to Prof. Christopher, 
increasing complexity of supply 
chains reduces agility. Be it 
increasing number of SKUs or 
brands, or complex organization 
structures to manage supply chains, 
agility is a causality. Firms need to 
reduce the complexity of their entire 
supply chain to become agile. The 
time has come for firms to focus 
on their supply chains as much as 
their marketing. If marketing creates 
demand, supply chains fulfill it. And 
this means supply chains have to 
come closer to marketing in reading 
the pulse of the customer – or in 
other words become agile.

The Agile Supply Chain: 
Competing in Volatile 

Markets

Martin Christopher,
Cranfield School of Management, UK.

A paper published by Martin 
Christopher; Cranfield School of 
Management, UK.

Academic Advocacy
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Tech Talk

Cars invoke multiple emotions in their owners. It is no more a tool to transport the owner and her family in relative 
comfort. Owners are forging an emotional connect with their cars. This connect will increase as cars evolve – from 
standalone vehicles to connected vehicles. From cars which can drive themselves to improving driving by predictive 
maintenance, we will see cars getting more intelligent. Damodar Sahu, Director–After Market Service Transformation 
& IoT Solutions, Wipro Technologies writes about the new value proposition for cars.

Customer Value Proposition for 
Connected car is Important

The world is getting hyper-
connected. Many factors are fueling 
this, such as the Internet, wired 
and wireless network connectivity 
reaching far corners of the world, 
ubiquity of smartphones, as well 
as the emergence of Internet of 
Things. With such breakthrough 
advancements in technology 
along with societal demand, 
transportation is on the verge of 
a major transformation. Major 
technology players along with auto 
manufacturers are taking note. In 
a recent interview with the Wall 
Street Journal, Apple CEO Tim 
Cook stated that the auto industry 
is in for a “massive change” with 
software becoming “an increasingly 
important part of the car of the 
future.” Connected cars are a key 
result of this industry disruption, and 
will become mainstream globally by 
2025.

Connected Car Solutions will become 
one of the major Business Drivers for 
the Automotive Industry in future.

Automotive Aftersales – The 
Business Case

The situation

 ● Globally there are app. 1,2 billion 
vehicles on the road today

 ● In 2016 the annual global 
turnover in aftersales will exceed 
$ 740 billion

 ● The automotive manufacturers 
initially have a 50% market share 
in the aftersales business

 ● The automotive manufacturer are 
losing 80% of their “customers” 
within the first 3 years after the 
warranty period

 ● Today, less than 25% of all 
new cars sold are connected 
which is approximately 49 million 
“unconnected” new cars

 ● In Europe alone, 60% of all new 
cars are sold at a loss!!!!

38 Supply Chain Management Professional April 2016

Damodar Sahu,
Director–After Market Service 
Transformation & IoT Solutions,  
Wipro Technologies

Tech Talk
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The objective

 ● Be connected with the automobile 
throughout its life cycle

 ● Create the best customer 
experience by predicting technical 
issues/failures before that occurs

 ● Retain customers and 
improve customer loyalty

 ● Regain market share and increase 
revenue and profitability

Connected car solutions already 
have a significant impact on existing 
vehicle development and after 
market sales. This is one of the 
results of a comprehensive survey 
across the European automotive 
sector that PAC conducted in 
2014/2015. The market for 
connected car solutions has already 
reached a ‘second wave’ of maturity, 
with a first generation of connected 
car solutions, such as infotainment 
and environmental information 
services, already rolled out and 
operated by manufacturers and 
services providers, and a second 
generation of services, such as 
security, after-sales and driving 
assistance, currently being in 
development and testing phases.

CVP- customer value proposition is 
a promise of potential value that a 
business delivers to its customers 
and in essence is the reason why a 
customer would choose to engage 
with the business. It is a concise 
statement that highlights the 
relevance of a product offering by 
explaining how it solves a problem 
or improves the customer’s situation, 
the specific value against the 
customer’s needs and the difference 
to competitors.

Importance of CVPs- A good 
customer value proposition will 
provide convincing reasons why 
a customer should buy a product, 
and differentiate your product from 
competitors. Gaining a customer’s 
attention and approval will help build 
sales faster and more profitably, 
as well as work to increase market 

share. Understanding customer 
needs is important because it helps 
promote the product. A brand is the 
perception of a product, service, or 
company that is designed to stay in 
the minds of targeted consumers.

Car Owners are just not customers 
They also are women, young drivers, 
chauffeurs, seniors, seek variety, 
are class aware and have a wide 
choice of mobility solutions. Their 
needs are different, different value to 
exploit. Apart from savings, the value 
aspirations they look for are:

Differentiated Engagement Beyond 
other features we offer, some could 
be catered to do

Automotive manufacturers and 
suppliers consider connected car 
solutions as a strategic long-term 
topic for their business development 
with customers identifying these 
technologies as a mandatory 
requirement for future vehicle 
acquisitions and manufacturers 
aiming to use their technological 
edge as a main differentiator. In 
future, the core competencies of 

many companies in this industry will 
focus on connectivity and embedded 
software development.

OEMs and Suppliers must bundle 
services and deliver a seamless user 
experience to lead the next wave of 
Connected Car.

Indian Auto Market – Key Trends

Untapped Market, but Tepid Growth  
– Penetration of just 18 vehicles per 
1,000 compared to 400-800 globally.

The Changing Auto Shopper – Auto 
shoppers do more 
research than ever 
before car purchase, 
about 24 research 
touch points on an 
average.

Dealership 
Experience is Pivotal 
to Closing Sales – 
72% of Auto shoppers 
are more likely to visit 

another dealership on the same day.

Low Aftermarket Retention – More 
than 60% of Indian customers visit 

unofficial 
dealerships 
instead of 
authorized 
ones after 2-3 
years, 80% 
after 5 years.

Emergence 
of Certified 
Pre Owned 
(CPO) Market 
– Auto 
Trader study 
revealed, 84% 

auto shoppers considered buying 
used cars when exposed to CPO 
definition.

Rising importance of Data – 
OEMs are interested in exploring 
potential of data from cars to 
improve efficiencies, offer value 
to stakeholders and potential 
monetization strategies.
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The widely accepted scope of performance management is – it is a yearend 
(some firms do it twice a year) process to identify and reward performers, 
and in some cases, weed out the underperformers. An exercise met with 
trepidation by some, routine by many. In this article, Niharika and Darryl 
argue that firm performance is not a yearly process. Therefore, performance 
management should also be a continuous process.

Performance
Management
Keeping it �exible

Niharika Davar,
Consulting Partner-Human Capital
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Human Resourcess

Darryl Judd,
COO, Logistics Executive

So, another financial year is drawing 
to a close and just as employees 
are starting to think about end of 
year bonus, so employers and HR 
departments turn your attention 
towards performance management 
reviews and assessments. In India’s 
growing market with the headlines 
pointing to GDP growth in excess 7% 
and consumer inflation pushing up 
the cost of living, its little wonder 
that employees are expecting 
sizeable increases in their wages. On 
the other side of the table employees 
are well aware that there’s an 
undercurrent of softening demand 
globally and changing of the guard in 
the world powerhouses as economies 
shift to adapt to a new world order.

It’s a time when HR departments 
are winding up annual performance 
review cycles, trying to compile 
ratings and get decisions and 
approvals for annual pay increases 
(or not). The feverish activity most 
likely started a few months ago with 
emails and follow up chasing line 
managers to complete performance 
reviews, fill up forms online or on 
paper. The end goal quite often is to 
arrive at a set of ratings that will form 
the basis for annual pay reviews. 
More often than not, these end up 
being a small percentage of pay 
leaving many employees dissatisfied. 
Where then is the process serving to 
improve performance, motivate and 
engage employees or build capability 
to achieve organizational objectives?

Are the outcomes really worth the 
organizational time and energy 
that has gone into this process? 
More and more organizations are 
coming up with a resounding “No.” 
A Deloitte survey showed that just 
10% of respondents believe that 
the process is a good use of their 
time. In a world where uncertainty 
prevails with cycles of boom and bust 
getting shorter, the so-called time-
tested annual goal-setting exercises 
and backward looking assessment 
processes no longer seem to fit. 

In fact, Baron (2004) claims 
that the focus of performance 
management is on elements such as 

recognition, constructive feedback, 
personal development and career 
opportunities. However, there will 
always be an inevitable tension 
within career management, which 
has to satisfy both the interests of 
the organization and those of the 
employee. Individuals may demand 
a career where there is scope for 
development and progression, ‘whilst 
organizations will need to ensure 
they have the right people in the 
right jobs and are building a talent 
pool for the future’. It is a fine line, 
particularly in a growth market like 
India, where gaps between skills can 
be seen every day in the workplace.

It clear that as companies recognize 
that leadership, employee 
engagement, building capability, 
and agility to respond to ever 
changing external stimuli are critical 
to success and survival, they also 
realize that effective performance 
management is a key lever. Done 
well, it can drive high individual 
performance and engagement, 
impact organization results, and be 
a process that individuals and their 
managers look forward to. 

A fresh approach to managing 
performance is critical. The way 
forward is to keep the good bits 
of the traditional model and ditch 
the bits that don’t directly relate to 
improving individual performance 
and building capability. Companies 
leading this transformation are 
redefining the way they set goals, 
develop employees, and assess 
performance.  

So what might this new agile avatar 
of performance management look 
like?
Agile and aligned goals: Traditionally 
individual goals are set once a year 
on the basis of the annual business 
plan/financial budget. While the 
connection is somewhat nebulous 
and individuals sometimes can’t see 
where they fit into the big picture, 
let’s assume for a minute that the 
“cascading” of goals has been 
done well. In most performance 
management systems these goals 
cannot be changed and we might 
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arrive at year-end review to find that 
a large part of the activity during the 
year has only a remote linkage to the 
set goals. In a world where the past 
no longer accurately predicts the 
future, the annual budgeting process 
has become somewhat akin to crystal 
ball gazing. While quarterly business 
reviews allow for course correction, 
individual goals remain static. A sure 
recipe for year-end confusion, gut 
feeling “halo” or “horns” ratings and 
loss of credibility for the process. 
In recent research, Deloitte have 
concluded that companies who 
manage goals quarterly generate 
30% higher returns from that 
process than companies who 
manage them annually. 

How do we make the process agile?
Individual goals should be reviewed 
and adapted regularly to stay 
relevant and keep up with changing 
business needs, with a focus on 
approach and behaviors to deliver 
improved outcomes; the “how” to 
support the “what. While the high 
level purpose and outcomes of a 
role would remain the same, the 
measurable objectives need to 
change dynamically to respond 
to changing internal and external 
conditions. Individuals need to 
have clarity and alignment on the 
role they play in the business and 
understand the expectations of 
various stakeholders. Goals should 
be specific, collaborative and 
qualitative with financial/volume 
and activity targets serving as a point 
of reference for the best possible 
achievement. 

Regular check-ins and frequent 
feedback: Regular structured one 
to one conversations between 
manager and team members need 
to replace mid and end year reviews. 
The conversation should be a 
dialogue during which goals and 
progress are reviewed, challenges 
are discussed, and agreement 
reached on how to do better. The 
individual’s fitness for current and 
future roles, development needs, 
and progress are an essential part of 
the conversation. The manager acts 

as a coach, listening, reflecting, and 
supporting the individual to come 
up with solutions to continuously 
improve performance and build for 
the future. Feedback should be real-
time so that employees know how 
they are perceived and what they 
need to change.

Future focus: An effective agile 
performance management 
process is forward looking with 
greater emphasis on growth and 
development for the business and 
individual rather than a post-mortem 
evaluation of the past. 

Separated from compensation: 
Performance conversations which 
happen once a year, with an end 
goal of providing a rating as input 
for a pay review, are not conducive 
to openness and honesty. Much 
of the time is spent talking about 
the ratings themselves sometimes 
deteriorating into a tug of war 
between manager and employee. 
They tend to drive alienation rather 
than collaboration within teams. 
Companies that remove ratings 
are seeing the conversations shift 
from justifying past performance 
to thinking about growth and 
development. The result is 
better employee development, 
engagement, and motivation. 
Performance ratings and forced 
ranking are going out of the window 
with a growing belief that reducing 
human beings to numbers or factors 
and forcing them into a bell curve is 
counter-productive.

Connect the Dots - If your 
performance management efforts 
are not connected to your business 
plan (which defines day-to-day 
operations in a government agency) 
and to the budget (which is where 
the money is), then you will be 
doomed to failure because your 
performance measurement approach 
will have no real meaning to the 
people running, or affected by, the 
program. Planning documents must 
connect to business plans, and data 
systems and the budget process 
must be integrated with all these 

other factors. By doing so, you can 
create a strategic management 
framework which serves to focus 
the entire organization on the same 
mission and goals.

The shift to redefining performance 
management as a continuous, 
forward-looking, agile process 
designed to improve results and 
support employees to be the best 
they can be is gaining traction. Large 
global organizations are leading the 
way, including Adobe, Accenture, 
Microsoft and even GE, long seen as 
the leader in performance ranking 
and forced distribution. 

As the Deloitte study showed - In a 
world where employee retention and 
workforce capability are significant 
indicators of business success, the 
performance management process 
should focus on continuous coaching 
and development, rather than 
competitive evaluation. Managers 
who provide regular feedback and 
opportunities to improve are far more 
likely to field high-performing teams 
than those who retain once-a-year 
rankings.

Thus the challenge is clear – can 
HR make the big move from driving 
and monitoring a year end form-
filling and compliance process 
to facilitating high performance, 
developing managers’ coaching and 
feedback skills and providing real 
time support for just-in-time training 
and development? It is question that 
will no doubt play out in the minds of 
leaders as they undertake the task of 
annual reviews in 2016.

What is obvious and that there 
can be no argument is that agility, 
continuously improving performance 
and building capability are the need 
of the hour, the discussion is not 
complete without acknowledging 
that this also means a radical shift in 
compensation and reward practices. 
Interesting and exciting times ahead 
for HR! 

The authors can be contacted at 
NiharikaD@LogisticsExecutive.com; 
darrylj@logisticsexecutve.com 
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Modern corporate have evolved into efficient structures, where performance 
matters. Somewhere along the line, employees became a tool to reach 
corporate goals. This led to increasing attrition among employees. Cold 
impersonal workplaces are not the best way to attract talent. Employees want 
to belong, not just work. When realization dawned, firms were forced to look 
at their employee relationship practices. Sandeep Padoshi, Co-founder and 
Director of WOW Express argues for creating a humane work place – where 
the lowest level of employee is considered an asset. His proposition – to build 
an organization with a soul.

an Organization with a Soul
Building

I come from a small town and from a 
close knit family where as a kid I was 
told that that all beings have a ‘Soul’. 
I went to Business School about 17 
years ago and was highly inspired 
by two books I read there- ‘Zen and 
the art of motorcycle maintenance’ 
by Robert Pirsig and ‘Maverick’ by 
Ricardo Semler. I read these two 
books many a times and owned 
copies of them and lent them to my 

friends who never returned them 
to me, strangely I never asked for 
them back. I just bought new copies. 
Maybe deep down I wanted people 
to have these books and really read 
them. I’ve had several interesting 
discussions with friends on these 
books.

I always wondered if there can 
exist an organization with a ‘free 
will’, with a culture where one is 
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free to choose the time that he or 
she comes to work, where one has 
no fixed place of work, choose the 
projects that they can work on and 
at the same time add great value 
to the organization as it seems 
so in Semler’s ‘Maverick’. And 
also wondered if the concept of 
exploration and seeking a higher 
knowledge level as in Prisig’s book 

can be applied to an organization. 
Because an organization is not 
a person, it is a group of people, 
systems, processes, assets and 
beliefs which work in a market 
scenario.

Over the years I have had the 
good fortune of working for many 
organizations, some local and some 

MNCs, some large and some small 
and across different geographies and 
industries. I experienced different 
cultures but almost all organizations 
lacked the inner spirit or inner light 
- where every stakeholder acts in 
unison, where there is harmony in all 
that the organization does and it is to 
achieve a common purpose which in 
turn would result in a greater good.

Last year I had the opportunity to 
attend a senior leaders program 
at IIM Ahmadabad where I came 
across a professor who somehow 
made me realize that the concept 
that I have always pondered over 
and questioned, what I was always 
looking for was actually ‘The Soul’ of 
an organization . I understood finally 
that all these years I was actually 
wondering if organizations could 
have ‘Souls’. This professor also 
made me realize that organizations 
can be seen as beings and can 
indeed have souls and it is possible 
for us to build an organization with 
a ‘Soul’.

And that is exactly what we are 
attempting to do at ‘WOW Express’, 
an E-commerce logistics company 
that I cofounded almost immediately 
after my IIM-A program. We started 
by agreeing that it’s the delivery 
boy who is the face of our company, 
who is the core of our business. We 
decided to call him ‘Service Marshal’ 
thereby giving dignity and pride to 
his position. We decided to do small 
things that matter to him. We started 
a ‘Breakfast at Branch’ concept 
where the service marshals begin 
their day with breakfast at work, 
which they look forward to everyday. 
We decided to be amongst the better 
paying companies and also offered 
schemes such as education subsidies 
for self and kids. We call ourselves 
the WOW Family and try and share 
the ups and downs! We encourage 
people to take risks, at the same 
time, we ask them to do stuff that 
makes a difference to our society at 
large.

The journey has just begun and 
time will tell as to how successful 
we are in our attempt of building an 
organization with a ‘Soul’.
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Firms today realize that supply chains compete, not firms. Firms with efficient supply chain will survive and grow. 
SCM Classroom investigates innovative supply chain practices that will help re-shape supply chains. The idea is to 
inform and educate readers, and introduce terms that are at the bleeding edge of supply chain knowledge. For this 
issue, Girish V S, Editor of SCMPro explores the concept of Efficient Customer Response – a terminology that is 
finding resonance among supply chain practioners.

Customer 
Response

The role of a supply chain is to 
get the right product, at the right 
time, at the right cost to the right 
place to meet customer demand. 
Traditionally, firms have looked at 
supply chains as discrete entities 
linked together to deliver a business 
benefit. The operative word is 
discrete entities. Each entity in the 
supply chain is chosen to fulfill a 
specific task assigned to it, in the 
most efficient way possible. The 
only problem is – each entity will 
act independent of other entities. 
What does it mean? It means each 
entity will choose a strategy that will 
maximize its operations, even if it 
means creating problems for other 
entities up and down the link. For 
example, the freight forwarder may 
choose the lowest cost transporter, 
possibly delaying delivery of the 
component. The freight forwarder 
managed to keep costs low, but 
delayed delivery. When every entity 
in the supply chain acts to maximize 
their own benefit, it results in an 
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Ef�cient

inefficient chain, leading to high 
supply chain costs and low customer 
satisfaction. 

What is ECR

Efficient Customer Response is a 
strategic concept developed by the 
US Food processing industry. The 
core idea behind ECR is to provide 
higher value to end customers. The 
commonly accepted definition of 
ECR is “A supply chain management 
system that requires the sharing of 
the retailer’s sales and advertising 
information with the supplier 
which is used to generate orders 
shipped from the supplier based 
upon projected customer demand. 
The goal is to reduce inventory and 
associated handling costs at the 
retailer.”

According to Adam Robinson, “ECR 
(Efficient Consumer Response)” 
is a strategy to increase the level 
of services to consumers through 
close cooperation among retailers, 
wholesalers, and manufacturers. By 

aiming to improve the efficiency of 
a supply chain as a whole beyond 
the wall of retailers, wholesalers, 
and manufacturers, they can 
consequently gain larger profits 
than each of them pursuing their 
own business goals. Companies 
who compose the supply chain 
can reduce the opportunity loss, 
inventory level, and entire cost, 
as well as increase monetary 
profitability by sharing the purpose 
of “customer satisfaction.”

In an ECR model of the supply 
chain, the activity at the point of 
sale drives the production and 
movement of goods within the 
chain. The best example of ECR at 
work is the famous Wal-Mart - P&G 
collaboration. 

Focus of ECR

The goal of ECR is to fulfill customer 
demand at the least cost. All entities 
in the supply chain have to work 
with just this one goal. The starting 
point for ECR is understanding 

SCM Classroom
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 ● ICA and Lever Sweden 
presented results from the 
ECR partnership between their 
companies. Highlights were 
an increase in turnover of 9%, 
a reduction in the number of 
stock-keeping units by 20%, a 
higher market share of 7% and 
higher profits of between 3% 
and 16%.

 ● John Menzies Publishing 
Company implemented ECR 
principles during the 1990s by 
establishing electronic links 
between its distribution centers 
and the newspaper stands of 20 
of its clients. This partnership 
resulted in an increased sales 
volume of 35%, reduced 
inventory levels of 10% and 
increased margins of 2.1%.

Conclusion
The goal of ECR is to eliminate 
waste along the entire supply chain. 
When rightly implemented, each 
entity in the supply chain will act in 
a manner to maximize the benefits 
to the supply chain, by focusing on 
its core competency and avoiding 
all activities that do not create value 
to the end customer. Studies have 
shown that Wal-Mart has been able 
to reduce consumer prices by an 
estimated 11 percent by adopting 
ECR. 

the projected demand from the 
customer. The demand signals from 
the customer have to travel up the 
chain with minimal distortion. The 
second area is bringing efficiencies 
to the entire supply chain – not 
individually, but collectively, even if 
it means sup-optimal performance 
of any one entity. The third element 
for ECR is seamless information 
exchange across the chain – from 
the customer up the chain to the 
manufacturer and further up to the 
raw material supplier. It also needs 
information to travel down the chain 
from the raw material supplier to the 
end customer.

Coopers and Lybrand have listed 
three focus areas for ECR. They are:

 ● Category Management – deals 
with the demand creation process, 
by synchronizing the internal 
processes of all entities in the 
supply chain with the single 
objective of maximizing value to 
the end customer.

 ● Product Replenishment, - focuses 
on the smooth flow of goods 
across the supply chain, which 
is flexible and responsive to 
changes in demand. This reduces 
the inventory across the different 
nodes, while ensuring high 
product availability.

 ● Enabling Technologies – for the 
above two to work, the entire 
supply chain should be enabled 
with the right technology – both 
for the demand signals and flow 
of money through the network. A 
number of technologies exist for 
this – but the entities in the chain 
have to invest in technology.

Herbert Kotzab, Assistant 
Professor of International 
Supply Chain Management in 
the Department of Operations 
Management at the Copenhagen 
Business School (CBS), in his 
paper “Managing the Grocery 
Industry in an Efficient Consumer 
Response Manner” has listed a 
number of examples on ECR. 

 ● Procter & Gamble reported 
higher margins (8%), faster 
category turnover (27%) 
and greater retailer market 
share (12%) effects from 
the implementation of ECR 
principles within the laundry 
detergent category in a 
European country market.

 ● Johnson & Johnson Company 
representatives disclosed two-
digit turnover increases in their 
respective business segments.

 

Source: Coopers & Lybrand.

SCMPro_Pg_46_47.indd   47 20/04/2016   11:38:16 AM



SCM Updates

48 Supply Chain Management Professional April 2016

India makes import nod much easier
In yet another move towards improving the ease of doing 
business in the country, importers will be allowed to 
file just one ‘Integrated Declaration’ electronically from 
April 1. Currently, they had to nine forms for clearances 
of consignments from different government agencies. – 
CBEC circular attached

Central Board of Excise and Customs (CBEC) has 
developed the integrated declaration, under which 
all information required for import clearance by the 
government agencies has been incorporated into the 
electronic format of the Bill of Entry.

Customs broker or importer will submit the ‘Integrated 
Declaration’ electronically to a single entry point — the 
Customs Gateway (ICEGATE). Integrated Declaration is 
being tested on the ICEGATE facility and “will go live with 
effect from April 1.

These nine forms currently used include Customs Bill 
of Entry, Customs valuation declaration, application for 
import of livestock products, application for import of 
pet animals/aquatic/other animals, birds and poultry 
(chicks), application for quarantine inspection and form 
for NOC from Fssai to import food items.

The Integrated Declaration would also gather 
information and data for implementation of a system 
of selective inspection and testing by all Partner 
Government Agencies (PGAs) like animal quarantine and 
drug controller, “which is crucial for promoting Ease of 
Doing Business,” the CBEC said.

Following the decision of the Committee of Secretaries, 
all PGAs will select consignments for documentary 
examination, physical inspection and testing based on 
risk. The Integrated Declaration will be applicable for 
consignments to be cleared under the Indian Customs 
EDI Systems. For the clearance of imported goods in the 
manual mode, separate documents prescribed by the 
respective agencies will continue to apply.

The Integrated Declaration will also include different 
types of undertakings, declarations, and letters of 
guarantee that are presently required to be submitted on 
company letter heads. It is being implementing under the 
Indian Customs Single Window. CBEC further said that i 
is in the process of procuring IT infrastructure to capture 
digitally signed copies of the supporting documents. 
Once this facility is implemented, the need to provide 
hard copies of supporting documents will be dispensed 
with.

One new requirement under the new dispensation is 
Authorised Bankers Code to be keyed in the system 
records , so make sure you provide the Bankers detail 
through which you will be remitting Foreign Exchange 
for the import. This data may be used to link your 
transactions with Bank.

Africa’s slight economic slowdown 
will not discourage investment, 
says DHL
Over the past few years, Africa has been top of mind for 
foreign business investment, often referred to as one of 
the last frontiers for economic growth and development. 
However, given the recent economic downturn and 
headwinds that the continent is experiencing – is 
the region still offering opportunity to investors? The 
World Bank’s January 2016 Global Economic Prospects 
reported that Sub-Saharan Africa’s real Gross Domestic 
Product (GDP) grew at its lowest rate since 2009 in 2015 
with a growth of a 3.4%. This was down from the 4.6% 
and 4.9% growth that was reported in 2014 and 2013 
respectively.

Hennie Heymans, Managing Director of DHL Express 
Sub-Saharan Africa, says that the company firmly 
believes that the African continent is still one of the last 
frontiers for growth, and that the region will continue 
to grow as it has over the past decade due to the vast 
number of unexploited opportunities available for local 
and foreign investors.

“The drop in GDP growth for the region over the past 
year shouldn’t deter investors. Africa will continue to 
thrive, albeit, at a slightly slower pace as previously 
experienced.

Similar to the global environment – which reported 
growth of 2.4% in 2015 (down 0.2% year on year) – it 
was a tough year economically for Africa. Compounded 
by a drop in the demand for the continent’s commodities 
resulting in falling prices, declining currencies, political 
instability and El Nino causing widespread drought, 
have all contributed to the region’s challenges. However, 
despite this, the region remains abound with untapped 
prospects and offers growth opportunities in 2016 for 
those willing to seek them out,” says Heymans.

This is supported by the latest World Bank’ Africa’s 
Pulse. Author and Acting Chief Economist: World Bank 
Africa Region, Punam Chuhan-Pole, said on the report’s 
findings: “The good news is that domestic demand 
generated by consumption, investment, and government 
spending will nudge economic growth upwards to 4.4 
percent in 2016, and to 4.8 percent in 20173”.

The report also highlights that specific regions have 
higher growth prospects than others. Cote d’Ivoire, 
Ethiopia, Mozambique, Rwanda and Tanzania were 
listed as countries expected to sustain a growth 
of approximately 7% per year in 2015-17. This was 
attributed to large-scale investment into energy and 
transport projects, consumer spending, and investment 
in the resource sector.
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MAINI MATERIALS MOVEMENT 
LAUNCHES 25-TON ELECTRIC  
TOW TUG
Maini Materials Movement (MMM) launched its 25-ton Electric Tow Tug for 
aviation support applications at India Aviation 2016, held at Begumpet airport, 
Hyderabad from 16th to 20th March. The 25-ton Electric Tow Tug is designed to 
tow small aircraft, ground support equipment, baggage trolleys, and air cargo 
containers, among others. The Tug has been tested rigorously in the Indian 
environment at various airports and military bases. All the aviation support 
equipment manufactured by MMM is designed to the specific requirements of the 
customer with inherent flight safety features.

MMM is proud to be the first mover in this product range as a ‘Make in India’ 
initiative and will soon launch the 15-ton class of tow tugs.

Mr. G V Sanjay Reddy, Vice Chairman, GVK, launched the Tug at the event, said “I 
am so happy and proud to know that Maini has come up with electric tug for the 
aviation industry. It shows that good Indian companies can come up with fantastic 
design and compete with the best in the world” Mr. Reddy went on to wish 
success on this amazing ‘Make in India’ initiative by Maini Materials Movement.

Mr. Sandeep Maini, Managing Director, Maini Materials Movement Pvt. Ltd. said, 
MMM has many firsts to its credit in the Electric Equipment space. The company 
with more than three decades of experience and expertise on cutting edge 
technology always focuses to meet the requirements of the domestic market. We 
believe, today an indigenous electric tug is one of the most needed equipment for 
the Indian aviation sector. I am happy that we are launching the product during 
‘India Aviation 2016’.We have recognized the severe impact of long lead times 
for spares and after-sales service in this product range and have leveraged our 
present pan-India after sales network to mitigate this pain point of domestic stake 
holders

Gangavaram Port 
celebrates World 
Water Day 2016
To mark World Water Day 2016, 
Gangavaram Port  
Limited- India’s deepest and  
multi-purpose port today 
conducted awareness programs 
for its employees on sustainable 
water harvesting techniques and 
responsible usage of water. The 
awareness program was carried 
out by Environment department 
of the port with an objective to 
communicate that fresh water is 
a delicate and precious natural 
resources are the essence to 
sustain healthy existence of 
mankind.

This year’s World Water Day 
theme ‘Better water better 
jobs’ focuses on the central 
role that water plays in creating 
and supporting good quality 
jobs.  Today, half of the world’s 
workers - 1.5 billion people - 
work in water-related sectors. 
The theme shows how enough 
quantity and quality of water 
can change workers’ lives and 
livelihoods - and even transform 
societies and economies

Gangavaram port encourages 
people to make both individual 
and collective decisions to 
take up various measures to 
conserve water and to facilitate 
responsible use of water. 
Gangavaram port practices 
sustainable water usage policy 
with its two water treatment 
plants that feeds their green 
belt, efficient sprinkling systems 
that optimizes the use of water, 
Rain water collection sumps,  
several rain water harvesting 
pits to increase the ground water 
level and employee awareness 
programs.  
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