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Business Insights Industry Focus: 
Blockchain - Disruption is here to stay! 
Blockchain is considered to be an information game changer due to its unique 
capability and benefits to provide greater information transparency. It is a digital 
ledger that resides on the internet to record transactions and events. The 
technology relies on well-established cryptographic principles and operates as a 
repository for information which is recorded and shared through a peer-to-peer 
community.  

While one of the primary uses of blockchain is record keeping, organizations should 
understand that blockchain is much more than simply an enterprise database. While 
databases are suitable for recalling ad hoc queries of large volumes of structured data 
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that requires complete privacy within a single organization's parameter, blockchain is 
designed to record specific transactions and events that are shared across a network of 
parties where transparency and collaboration are required. In a supply chain, a private 
blockchain may be implemented, dictating a user’s ability to read and write to the 
blockchain alleviating the common supply chain pain points including traceability, 
compliance, flexibility, and stakeholder management. 


Why Blockchain? 

90% of organizations feel they are not adequately prepared for industry disruptions 
particularly with the recent pandemic being a catalyst for many to transform within 1-2 
years to ensure they not only survive but can change pace with the current climate. Not 
only are managers and C-Suite 
leaders under growing pressure to 
innovate and reconfigure their 
supply networks to maximize 
value and efficiencies but also to 
reduce costs in an increasingly 
competitive environment.


Some of the benefits of 
blockchain technology include 
reducing execution errors, such as 
incorrect inventory data, missing 
shipments, and duplicated 
payments which are often 
impossible to detect in real-time. 
Even when a problem is 
discovered, it is often difficult and 
expensive to pinpoint its source or 
fix it by tracing the sequence of 
activities recorded in available 
ledger entries and documents. 
Although ERP systems typically 
capture most inputs, it can be 
difficult to assess which journal 
entry corresponds to which 
transaction. 


Supply chain activities are often 
more complicated than Figure 1 
depicts. For example, orders, 
shipments, and payments may not align because an order may be split into several 
shipments and corresponding invoices or multiple orders may be combined into a single 
shipment.
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Figure 1- Source: Harvard Business Review 2020



Reduction in non-value-add activities 

One common approach to improving supply chain practice and execution is to verify 
transactions in more detail through audits. Auditing is necessary for ensuring compliance 
with contracts, but it’s of limited help in improving decision-making to address 
operational deficiencies. For example, consider the problem a food or pharmaceutical 
company faces when its products reach the end of its shelf life in a warehouse or retail 
store.  Harvard Business Review (HBR) conducted a recent study with a major 
manufacturer of packaged foods and found that an audit or an inspection of inventory in a 
store can reveal the number of expired items but it won’t explain the root cause. Some of 
the potential root causes can include glitches in any part of the supply chain such as 
inefficient upstream inventory management, suboptimal allocation or violation of Minimal 
Order Quantities (MOQs) of shipments to stores, weak or sporadic demand and 
inadequate shelf rotation i.e FIFO.


Another less technical method to strengthen supply chain transparency is to label 
inventory with older technology such as RFID tags or electronic product codes that 
adhere to GS1 standards (globally accepted rules for handling supply chain data) and to 
then integrate a company’s ERP systems with those of its suppliers to construct a 
complete end to end transaction record. However, the experiences identified by the HBR 
study showed that integrating ERP systems is time-consuming and risky. Large 
organizations may have more than 5 legacy ERP systems which is often a result of 
mergers and acquisitions and/ or organizational change over time. These systems often 
do not communicate with one another easily or accurately and may even differ in how 
they define data fields which again can lead to error and risk with each transaction.


When blockchain record keeping is used, assets such as units of inventory, purchase 
orders, bank loans, invoices and bill of ladings are given unique identifiers which serve as 
digital tokens (similar to bitcoins). Additionally, participants in the blockchain are given 
unique identifiers or digital signatures which they use to sign the blocks they add to the 
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blockchain. Every step of the transaction is then recorded on the blockchain as a transfer 
of the corresponding token from one participant to another.


Consider how the transaction looks when represented on a shared blockchain (refer to 
Figure 1) First, the retailer generates an order and sends it to the supplier. At this point, 
since no exchange of goods or services has taken place there would be no entries in a 
financial ledger. However, with blockchain, the retailer records the digital token for the 
order. The supplier then logs the order and confirms to the retailer that the order has been 
received which is an action that again gets recorded on the blockchain but would not 
generate an entry in a financial ledger. Next, the supplier requests a working capital loan 
from the bank to finance the production of the goods. The bank verifies the order on the 
shared blockchain, approves the loan, and records the loan's digital token on the same 
blockchain.


A blockchain is valuable partly because it comprises a chronological string of blocks 
integrating all the flows in the transaction whilst foot-printing the details that aren’t 
recorded in a financial-ledger system. Each block is encrypted and distributed to all 
participants who maintain their copies of the blockchain. Thanks to these features, the 
blockchain provides a complete, trustworthy, and tamperproof audit trail of the below 
categories of activities in the supply chain (refer to Figure 2).


Aligning for the Digital Future 

As blockchain becomes more 
popular, large and small 
corporations across various 
sectors are exploring ways the 
technology can be used to gain a 
competitive advantage. Seafood 
Souq, a UAE supply chain tech 
start-up has leveraged technology 
to digitize the seafood supply 
chain creating a digital ecosystem 
that beyond temperature tracking 
captures all details from seafood 
feed, production, harvesting, 
processing and transport. Their 
product 'SFS Trace’ follows the 
product from the sea to the end 
buyer, enhancing product 
integrity. Seafood Souq’s digital 
platform links international buyers 
and sellers to directly transact 
with full supply chain traceability 
to provide better efficiency, 
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transparency and supply chain traceability in an industry that traditionally lacks 
transparency and data.


The pharmaceutical industry also faces scrutiny over counterfeit products globally. 
According to the World Health Organization, there are approximately $200 billion worth of 
counterfeit pharmaceutical products sold globally every year and 50% of these drugs are 
purchased online. Counterfeiting usually occurs at the manufacturing source where a 
contracted manufacturer or distributor either siphons legitimate drugs and resells them or 
enters counterfeit drugs into the supply chain as a 'genuine’ product. Although electronic 
pedigree solutions are being implemented to resolve traceability issues, these systems 
still rely on siloed data sources and exchanges of information via two-way interactions 
indicating the marketplace lacks technology for the issue. 


Consequently, pharmaceutical companies are under regulatory pressure to develop 
innovative and effective ways to track, report, and share information with the US Food 
and Drug Administration (FDA) across all stages of the supply chain. Although 
technologies have been available for years, traceability still has nowhere near the level of 
granularity needed to satisfy the new regulations. To improve efficiency, a game-changer 
is required and blockchain could be just the solution using the framework identified in 
Figure 3.


Conclusion 

Although there are significant benefits to utilizing Blockchain within the Supply Chain 
there are some challenges that need to be understood and addressed. Organizations 
must conduct a comprehensive review and assessment to ensure they introduce controls 
to mitigate and manage the issues associated with blockchain implementation. 


An organization's appetite for risks associated with blockchain may be measured across 
three primary domains: Standard Risk, Value Transfer Risk, and Smart Contract Risk. 
Additionally, levels of market adoption and regulatory involvement raise concerns within 
this technology, particularly where the industry is heavily regulated. Further, increased 
transparency may also cause some business’ to think twice before progressing towards 
implementation due to concerns about competitive advantage and security.
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The discussion does not end here. Tune into our vodcasts or subscribe to Logistics Executive TV (Subscribe Here) for all our 
business insights and thought leadership. Talk to us about how we can partner with you to: 

• Develop a more resilient digital transformation strategy. 

• Establish a roadmap to create business-wide automation and digitisation. 

• Coach talent to embrace the increased digitisation as they embrace the new norm.

For the Latest Business Insights, Research and Vodcasts Tune 
Into Subscribe to Logistics Executive TV (Subscribe Here) or 
Subscribe to our Regular Newsletters - Click Here

Mark is a highly dynamic, passionate and forward thinking 
professional with an MBA (Marketing) and BA (Supply 
Chain) with over 19 years international experience working 
with top tier companies in Europe, Asia Pacific and the 
Middle East. His experience across industry includes; 
Schneider Electric - Electronics Manufacturing, Al Ghurair 
-  FMCG, GSK - FMCH, Novartis - Pharmaceuticals 
specialising in Supply Chain Management, Cold Chain 
Management, New Product Introduction & Obsolescence, 
ERP Implementation, S & OP Chairman, Procurement and 
Demand Management to maximise the Customer 
Experience and profitability.

On a personal level Mark has been living in the United 
Arab Emirates with his family for 6.5 years and is an avid 
sportsman ranging from Cricket, Triathlons, Tennis, Trail 
Running and Marathons. 

Mark D Heald 
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