


What is the new “normal” going to look like?
Managing global supply chains today is more than just
turning the inventory pipeline on and off, or implementing
new technology, or simply watching costs. 

As we move into the third quarter of the second year of
the most severe economic downturn (read “recession”) in
decades, manufacturers are forced to look at every single
step of the supply chain management process. Even though
fragile signs of life have been spotted in the economy, the
road, rail, flight and passage to full recovery is still in the distance.  

To ensure they reach that recovery, companies must be able to maneuver around, over and through
a number of obstacles. Not surprisingly, supply chain managers are on the front lines of making that
happen. 

We asked Mike Andaloro, BDP’s Managing Director for the company’s Asia Pacific operations to
describe what he believes to be the primary challenges facing supply chain managers today and the
impact of the economic downturn on their crucial roles. 

According to Andaloro, five of the top current and near-term challenges are:
l Long-Range Planning and Visibility
l Credit Risk  
l Capacity 
l Infrastructure
l Cost vs. Service

Long-Range Planning and Visibility
Gateway: What are some of the factors impacting firms as they engage in long-term planning?

Andaloro: The most effective supply chains revolve around long-range planning and visibility.
However, in today’s world, nothing is truly long range. The recession has only exacerbated that. At the
moment, everything is short term with limited visibility, due in large part to newly inconsistent demand
patterns, violent fluctuations in energy/raw material costs, and a heightened aggression in managing
inventory levels. 

That’s why one of the leading challenges today is how to deal with limited or zero long-range
visibility and the dramatic volatility of all pricing components. One of the results is that business
managers are not making long-range decisions. If future demand for a product is unknown or simply
“cloudy” at best, supply chain personnel will struggle with raw material purchasing decisions, raw
material storage issues, inability to optimize production runs, and the potential for huge inventories of
finished product with minimal committed buyers.   

Companies that are typically viewed as best in class have very solid S&OP practices. When you
talk about the supply chain, S&OP practices are a huge component of operating efficiently. Those
S&OP practices have basically been damaged in the current economic climate as demand is much
less clear, customers are purchasing on an extremely cautious basis (and only after aggressive pricing
discussions), and the order sizes are generally dramatically smaller than what they were in 2008. All
the rules have been thrown out the window: “no-one is driving within the lines.” 

This is no time to be theoretical. It is a balancing act. Companies must be able to respond to the
economic issues we are facing now but they must also have the ability to be prepared for future
changes and opportunities. You really need a short-term focus while keeping a longer-range plan in
your back pocket, too. The current business climate is challenging enough, yet now—in the near-term
environment—we will be confronted with escalating oil prices, the huge potential of hyper-inflation, a
trend toward more “near-sourcing” and other trends that may dramatically reshape supply chains in
the not-too-distant future.

In short, the challenge has never been more daunting than it is now for today’s supply chain
professional. 

Due to the progress companies have made over the decades, there is the temptation to think, once
we ride out this recession, we can go back to the old way of operating. However, perhaps there is no
return to the old way at all. Demand will not suddenly reappear in a robust fashion, but rather it will
come in a gradual way with numerous peaks and valleys  

Businesses are talking about a return to normalcy. I would ask what is the new normal? It’s not
going to be the “old normal,” at least not in the short term as everyone will be cautious and reserved
on the expense side. So, when we do emerge from the recession, there will likely be fewer
participants in many industries and the way the survivors run their businesses will be much different
from a staffing perspective, a capital expense perspective, and in terms of such strategic decisions as
assets (asset intensive, asset light or non-asset based).  The old “normal” as we know it will not be
back any time soon.

“Businesses are talking about a return to normalcy. I would ask what are
the attributes of the new normal that a firm can capitalize upon?”

Mike Andaloro, Managing Director - BDP Asia Pacific

Gateway: How do companies decide on when to move from their short-term contingency plans to a
longer view?

Andaloro: Looking at today’s markets, it seems that just about every company in every industry is
playing wait and see. As referenced above, with limited visibility to future demand, companies are
relying less on longer range forecasting and more on the current ‘here and now’ available data.  

No one wants to be the executive who proclaims “now is the time to make the investment in
inventory, plant, machinery, etc.,” because there is an overall lack of confidence in the current
marketplace. There doesn’t appear to be any industry that anyone can point to and say yes, they
understand the current environment and have a perfect plan to capitalize on it. The prevailing
sentiment seems to be survive first, adapt second and determine how to thrive third.  

As a result of these challenges, firms will need to set tangible baseline targets (i.e. profit levels,
growth levels, expense containment efforts, cash flow issues, etc.) to determine how and when they
can shift from a short-term view to a longer-range view and essentially put the recession in the rear-
view mirror. In general though, most firms are being extremely cautious with their inventories, new
orders, capital expenses and expenses categorized as “discretionary.”

The parties best equipped to manage today’s uncertainty are often some of the mid-sized
developing countries accustomed to economic and political turbulence.  Many of these markets were
untouched by the credit markets’ staggering declines. 

Countries and regions that are used to a lot of volatility tend to be able to weather the storm a little
better. They have been used to extended periods of instability and tend to react better to the
disruptions we are now facing. Simply, put, they are more adaptable and agile in managing change.  

Credit Risk  
Gateway: How has the ability to obtain credit affected companies?

Andaloro: Credit risk is a huge factor in supply chains today as we witness issues ranging from lost
sales due to the lack of viable financial instruments for trade financing (letters of credit) to an
increased risk of freight abandonment as buyers back out of committed sales agreement due to falling
markets for finished product.

The inability to finance trade puts many companies perilously close to the precipice. According to
reports, global trade is falling at the fastest rate since the Second World War. The WTO is now
forecasting world trade to decline by as much as nine percent in 2009, driven by falling global demand
and a shortage of trade finance. We also heard that, at the recent G20 summit, world leaders agreed
on a package worth US$250 billion in financing to support global trade over the next two years,
beginning with up to $50 billion in May, which will help to reverse the sharp drop in trade due to the
global economic crisis.

When the world’s economies were expanding, banks financed up to ninety percent of the $13.6
trillion market for merchandise trade. But lenders pulled back sharply when the credit crisis hit. While
policymakers work to get trade flowing again, it will depend on individual companies to work harder
and smarter to succeed until that happens. 

As a corollary to this, many firms are rejecting new sales from potential new customers due to the
uncertainly of the overall creditworthiness of the customer—in short, an air of cautiousness is
prevalent—particularly with the uptick in firms filing for bankruptcy protection through the courts. 

Meanwhile, moving from an exceptionally high profile issue to the opposite end of the spectrum, the
risk of freight abandonment is one of those issues that can fall under the radar. This may be under-
analyzed or understated risk and happening on a larger scale than most realize. 

This has occurred particularly in the commodity markets, whereby commodity prices have exhibited
much greater volatility in recent months. When the price fluctuates dramatically from the time the PO
is placed until the time of arrival, shippers are now finding themselves confronted with refused cargo,
abandoned freight or re-negotiated prices. 

It is not too dissimilar to homebuyers holding a mortgage on a property that is no longer worth what
they thought it was. They cannot recoup the loss. For consignees, it is an individual transactional
issue, i.e., I made an agreement to buy this cargo at this price and by the time it arrives that price has
dried up. When I bought it the prevailing price for the commodity was x and now the price is y, so why
would I want to pay x for that now? Plus, when I bought it, I thought I had demand—I had my S&OP
plan (sales and operations planning) tell me I needed it, but reality and my S&OP plan are now at two
diverse points and I no longer need the product. 

Capacity Challenge 
Gateway: Overcapacity is a big issue at the moment, but that can’t last forever, can it?

Andaloro: There has been much written about all the capacity that has been laid up over the last 12
months. But there is always a delay in the supply and demand equation. This time last year, demand
for US outbound, for example, far exceeded capacity. This year we are in the exact opposite situation.
So there is always a lag effect.

The future challenge is, as trade begins to rebound, will there be sufficient capacity? Carriers are
letting go of charters, and asset owners are going to be slow to recognize the recovery, as well as
slow to reinvest in the recovery. The idle vessel capacity that is anchored in S.E. Asia serves as a
stark reminder to how far global trade has fallen in the last 12 months.  

In the chemical sector alone, according to ICIS, chemical shipping operators, like their counterparts
in other markets, are facing not only the effects of  the collapse in global trade but also the new
capacity coming on stream, resulting in significant reductions in freight rates. Capacity is being
constrained in order to keep transport rates from eroding even further than they already have. As ICIS
stated, there are currently not enough chemical cargoes to go around because of weakened global
demand. Volumes are down by as much as seventy-five percent, which has led to overcapacity in the
shipping market.

Some of the owners blame this on the continual production of new ships in Asia, which are flooding
the market. Ship operators want Asian shipyards to scale back to avoid exacerbating the crisis.
However, the global shipping fleet is expected to increase by twelve percent this year, despite
declining orders for new ships. 

If we look at capacity from another angle, a key challenge will become container availability. As
consumption economies like the US increase their savings rates, there is less and less demand for
imports from Asia/other parts of the world. As a result of the decline in imports in markets like the US,
there are fewer containers available for export. Those containers that are available will be at the port
locations. Ocean carriers, already challenged with shrinking demand and plunging revenues, will be
less inclined to move these empty containers to US inland cities, rail yards, container depots, etc. As a
result, due to this capacity issue, shippers may be asked to reposition the containers to their facilities
at their expense. 

Infrastructure 
Gateway: It appears that businesses everywhere are scrambling to bring supply in line with demand.

Andaloro: Yes. There are a lot of production decisions that need to be made today by managers at
manufacturers. 

For example: 
l Do we continue to run our own production lines?
l Do we shut down the production line and save on variable cost?
l Is it more expensive for me to shut down the lines versus keep it running and then deal with a

potential glut of inventory later?   
The “buy versus build” decisions are being decided under a whole new light. The issue of being

asset light versus asset heavy is being discussed more intensely. When we talk about being nimble,
that goes back to do I want to own the asset or do I want to have a variable cost model? Down the
road someone has to own that asset. The pendulum can swing the other way (when demand exceeds
supply)—then the asset owner commands a premium to the point where companies say “I need to
own the asset.” 

Overcapacity on the plant side has a lot of associated costs. Keeping capacity close to demand has
caused massive changes at many manufacturers. As strange as that may sound today, it was literally
one year ago that shippers were saying perhaps I need to go charter vessels, or even own vessel.
They realized they did not control their own destiny in the supply chain. One year ago we were saying
we didn’t know when this demand surge would end. Well, it certainly has ended with a thud!    

On the inventory side, downsizing can be tricky. According to the Washington Post, no one knows
how much worse the economy will get, and while everyone waits for the recession to weaken,
businesses are wrestling with how to cut costs and survive without hurting their ability to grow when
the economy picks up. The Post says, correctly, that as long as capacity far outstrips demand,
businesses have little reason to expand, buy new equipment or hire workers. 

Even if the government funds bridge repairs and the banks increase lending, many industries still
have to go through massive restructuring before growth can resume. Companies have to move very
carefully: if they put off important investments in technology or research for too long, they could hurt
their recovery. And if enough companies don’t time their move correctly, it could negatively affect the
economy even more.

Major Challenges for Supply Chain Managers
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Cost vs. Service 
Gateway: We are hearing more about cost issues, especially now. Why?

Andaloro: There is an intense focus on cost. Because we are in one of the worst downdrafts in
memory, everything in today’s world now revolves around cost.

Plus, if you look at the spectrum of cost versus service, it is now heavily weighted on the side of
cost. The old adage of “raising the bridge or lowering the water’”seems a lot more intensely focused
on the water these days!  

The focus on cost is nothing new—the often conflicting nature of cost and service in the supply
chain has been well documented over the years. But now, due to other factors, companies have to
ask themselves if an increasingly cost-focused supply chain organization can achieve excellence in
both cost and service.

There are cost versus service trade-offs. Let’s put it in the framework of a supply chain. As a result
of a greater focus on cost, companies may find themselves using lower-cost carriers. Some of the
repercussions of that decision may be 1) longer lead times, 2) delays in transshipment, 3)
unanticipated delays, which may result in the need to use air freight, 4) potential damage to cargo,
and 5) additional safety risk. 

When taken too far, we have witnessed companies struggle with lost customers due to missed
deliveries, mis-shipped cargoes or plant shutdowns. Overall, the cost vs. service debate will continue
to be a dominant factor in supply chains—all members of the supply chain will be forced to re-evaluate
their value propositions, quantify the “value-add” for their role and demonstrate unequivocally the
benefits they bring to the overall success, effectiveness and efficiency of today’s supply chain.   

Mr. Andaloro is Managing Director – BDP Asia Pacific. He will manage the company’s Asia Pacific
operations from BDP’s regional headquarters in Shanghai. Mr. Andaloro can be reached at
mike.andaloro@bdpinternational.com.
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In its recent economic briefing financial forecast, IATA Economics pointed to two key developments over
the past few months, since our last forecast in March. First, there have been growing signs of a
bottoming out of the recession. But second it has become apparent that the airline industry was suffering
more than expected during the first quarter; in particular yields and revenues slumped very sharply.
Moreover any traffic recovery ahead faces several severe headwinds. 

Air freight volumes have always been a timely indicator of economic turning points and a low point was
reached for international FTKs in December, since when volumes have moved sideways. Business
confidence surveys point to a modest rise in air freight during the next few months. 

However any future recovery, particularly for passenger markets, faces severe headwinds from
consumer indebtedness and high business inventories, pointing to revenue weakness persisting well into
2010. Airline losses have already been worse than expected in the first quarter. Oil prices have also
started to rise, as markets anticipate economic recovery. As a result we now forecast industry net losses
remaining high at $9 billion during 2009, which is twice as big as the $4.7 billion loss we were forecasting
in March. 

First quarter losses for ’09 exceed US3$billion
With 50 airlines having reported first quarter results at the time of writing it is clear that the deterioration in
financial performance early this year was worse than expected. Airlines in Europe and Asia-Pacific have
suffered disproportionately. Although airlines in N. America have also seen a deterioration this is
concentrated with the cargo airlines. 

Some passenger airlines have seen some improvement in performance, reflecting the early cuts in
capacity on US domestic markets. 

Recovery?
The encouraging green shoots of recovery now face some pretty severe headwinds, to mix metaphors.
Air freight is an early indicator of a turning point in the economic cycle. However, the stabilisation of FTKs
reflects only a topping out of the massive rise in business inventory-sales ratios. Business inventories
remain far too high. Warehouses are still full. Until inventories fall to more comfortable levels, shipments
by air of components and finished products will not rebound substantially. 

Air freight volumes were down 24% on international markets and 20% overall in the first quarter. The
improvement in business confidence will help lift air freight but the inventory overhang will limit that to an
average decline in 2009 of 17%. Passenger numbers were down 10% on international markets and 8%
overall during the first quarter. In fact once adjusted for the leap year in 2008 and the timing of Easter the
underlying fall was closer to 6%. We are anticipating some further deterioration before a solid floor is
reached in passenger markets. For 2009 we forecast an average decline of 8% and little growth in 2010. 

Resizing and restructuring 
Capacity is being resized in response to the slump in demand, particularly on US domestic markets but
also on major long-haul route areas across the Atlantic and the Pacific. However, in other regions such
as Asia and the Middle East capacity continues to grow. In fact, excluding the US domestic markets,
global scheduled ASKs on average are flat compared to last year. 

As a result, with the exception of US domestic markets, load factors have fallen very sharply and
growing excess capacity is causing fares and cargo rates to decline at a rapid pace. Ancillary unit
revenues are growing as airlines unbundle their product but we expect passenger yields to fall 7% this
year and cargo yields to decline 11%. As a result we now forecast that airline revenues will shrink 15% in
2009. 

Aside from capacity changes, airlines are actively restructuring operations in many regions through
closer alliance relationships, joint ventures and mergers. Benefits to both yield and cost should result. But
even adding a forecast $59 billion fall in fuel costs to the cost savings resulting from resizing and
restructuring this is insufficient to more than just offset the forecast $80 billion fall in revenues. With over
800 western-built jet aircraft being delivered to airlines this year, requiring capital expenditure estimated
at around $25 billion, on our forecasts this means the industry will be using up cash for a second year
running. 

The good news is that major airlines have stronger cash balances—by around 5% of revenues—than
before the 2001 downturn and new cash has been raised this year; $4 billion on capital market and $4
billion on aircraft sales and leaseback transactions so far. The problem is that many mid-size and small
airlines have less of a cash cushion. The longer the recovery is delayed the greater is the risk posed by
the drain on cash.

Continuing severe headwinds

In May, freight volumes rose by around 3% above April levels as manufacturers began to add to their
product inventories in anticipation of an economic recovery, Air Cargo World reported.

However, IATA says inventories remain 10%-15% higher than normal in relation to sales levels,
indicating that a significant recovery is not expected in the near term. Latin American carriers were the
worst performers with a 21% fall, followed by Africa (-20%), Europe (-19.2%), North America (-18.8%),
and Asia Pacific (-18.1%). Middle East carriers were the exception with a 3.7% drop.

Air freight shows slight increase, IATA says 

A I R  T R A N S P O R T A T I O N
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For years, US truckers have complained of a lack of qualified drivers, as companies coped with turnover
rates of 100 percent. That crisis has abated with the downturn, but it’s likely to flare up again when things
get better.

Many drivers also work in the construction industry, and if a revival of that moribund sector leads
general economic recovery, they will flock back to those jobs. Long-haul trucking requires lengthy spans
of time away from home, and construction tends to pay more anyway. So the current rate of driver
turnover in the trucking industry—at 65 percent, the lowest since the mid-1990s, could go back up.

Although oil prices have come down from last year’s highs, carriers remain nervous about the
possibility of another spike.  Truckers have acted to protect themselves through the inclusion of fuel
surcharges in contracts with customers. Such deals are tied in some cases to weekly price reports by the
US Department of Transportation. Ocean carriers have long had similar provisions in their dealings with
shippers, although the parties have disagreed about the extent to which the surcharges recover the
carriers’ true cost of fuel.

The real problem lies in the increased volatility of fuel trends. When prices soar, carriers have to lay out
the higher expenditures up front. They might not get reimbursed through surcharges for 30 days or more.
(Many carriers insist that they never fully recover their fuel expense—a claim that is hotly debated by
shippers.) In the past, that wasn’t a major concern, since most carriers had ready access to short-term
credit. With the collapse of the credit markets, that option no longer exists for all but the strongest
entities.

Some carriers, especially on the airline side, rode out the last wave of fuel-price increases through
hedging strategies. They made forward buys at then-current rates, protecting themselves against future
rises. But such a strategy only works if fuel prices do indeed go up. In the current economic climate,
carriers could find themselves paying more for fuel as a result of their hedging efforts. 

Carriers are also laboring to reduce fuel expense. Con-way has lowered the top speed of its truckload
fleet from 70 miles per hour to 65 mph, and its less-than-truckload units to 62 mph. The slowdown only
adds between 15 and 20 minutes to most transit times, while resulting in an annualized savings of some
six million gallons of fuel.

Drivers and fuel concern US truckers

Although truckers hauled less freight in May compared with the same month a year ago, the contraction
was the best year-over-year result in three months, and tonnage actually increased compared with April
of this year, reported The Journal of Commerce. 

The American Trucking Associations’ advance seasonally adjusted For-Hire Truck Tonnage Index rose
for the first time since February, gaining 3.2% to 102.3 in May. Before seasonal adjustment, the index
was at 102 in May, up 0.4% from April. 

Compared with May 2008, tonnage contracted 11%. While still large, the decline was an improvement
upon the 13.2% drop in April. ATA Chief Economist Bob Costello said the month-to-month improvement
was encouraging, but cautioned that tonnage is unlikely to surge anytime soon. In the next few months,
Costello said he did not expect much further deterioration in tonnage but perhaps some modest growth.

Tonnage gains for US truckers 

S U R F A C E  T R A N S P O R T A T I O N
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BDP Project Logistics builds solid network in North Africa
To meet the needs of customers doing business in
North Africa, BDP Project Logistics has an
established presence in three key countries: Libya,
Algeria, and Tunisia

“We have every indication that the North African
project market will grow dramatically over the next
two to five years,” said Luc Van Heygen, BDP Project
Logistics’ Managing Director in the Americas and
Europe. “Our focus is to build a domestic
infrastructure for new industrial projects over the next
few years.”

According to Van Heygen, the North African region is probably less impacted by the global crisis.
“We hope that project opportunities in the region will remain strong,” he said. “The region is only a two
hours’ flight from Europe, which is another plus. In fact, we see activity picking up in less traditional
markets, such as North Africa —regions that might not have received much attention during busier
times. 

With Libya as one of its key foundations in the region, last year, BDP Project Logistics opened a
delegate office in Tripoli, with Libyan-based International Shipping Agency (I.S.A.).

Open for business
“There is big business development in Algeria, Libya and Tunisia,” said Emanuel Scerra, BDP Project
Logistics’ Regional Director for Europe and North Africa, “especially Libya and Algeria where
infrastructure needs are high. The countries have sizeable capital to spend, very little or no debt, and
are not troubled by the economic crisis. Libya wants to become more modern. This means a lot of
construction, including hotels. At the moment, many Korean and Turkish construction companies are
building a number of hotels.”

Until recently, Algeria and especially Libya were known primarily for producing crude oil. “Now they
want to look beyond just pumping oil and are developing refineries and power stations,” Scerra said.
“Since the 20-year embargo was lifted on Libya two years ago, investors began to come in. Libya has
a need for construction, resulting in increased development of production facilities such as cement
plants.”

“We offer our customers specialized services, including door-to-door
service.”

Emanuel Scerra - Regional Director for Europe and North Africa, BDP Project Logistics

“North Africa is emerging as one of the world’s fastest-growing markets for project logistics, and our
affiliation with a respected global brand like BDP puts us both in a stronger position to support this
activity,” BDP Project Logistics/I.S.A. Managing Director, Khalifa El Bleazi, added. “Combined with our
intimate knowledge of the region, BDP’s advanced logistics technology and global network of
subsidiaries, strategic alliances and partnerships will provide customers with the most cost-effective
solutions to their infrastructure projects.”

Mongi Zeglam is BDP’s Commercial Delegate for Libya and serves as BDP Project Logistics’ liaison.
In addition to Tripoli, BDP Project Logistics/I.S.A. has offices in Benghazi, Homs, Marsa Brega, Melitta
and Misurata, and is opening another office at the new Tripoli airport. Mr. Zeglam pointed out that
target industries in Libya are power generation, cement, oil, chemical and petrochemical, and steel.

In Algeria, Badreddine Hamadi, is BDP Project Logistics’ Commercial Delegate. Located in Skikda,
on the northeast coast, Mr. Hamadi pointed out that the energy sector continues to be the backbone of
Algeria’s economy, accounting for roughly 60% of budget revenues, 30% of GDP, and over 95% of
export earnings.

BDP Project Logistics’ Delegate in Tunisia is Tarek Zahrouni. He and his two agents operate in Tunis
and Ssax. While Tunisia is a much smaller country than Algeria and Libya and is not as wealthy due to
oil and gas, there are some interesting project logistics activities. “Tunisia has been a platform for
business arrangements—due to its more liberal, European culture,” Scerra pointed out.
“Businesspeople from Libya and Algeria used to go to Tunisia to close their business deals.”

Confidence in BDP
For Scerra and his staff, ensuring customers know that the company has an infrastructure within the
countries is key. “This presence enables us to handle cargo locally,” he said. “We offer our customers
specialized services, including door-to-door service.”

“North Africa is emerging as one of the world’s fastest-growing markets
for project logistics, and our affiliation with a respected global brand like
BDP puts us both in a stronger position to support this activity.”

Khalifa El Bleazi - BDP Project Logistics/I.S.A. Managing Director

In Libya, Mr. Zeglam emphasized that good business development in the project sector is based on
teamwork, as well as the collection and exchange of knowledge and information. “It has to be targeted
in a specific area where one can assure a keen and regular follow-up of projects and service to
customers,” he said. “Unlike many sub-Saharan African countries, investment in North Africa is more
practical due to the better infrastructure for transportation and the higher level of organization and
equipment availability.”

Libya is also less affected by the local economic crisis as its investments are mainly local and the
initial development projects were made on a lower profile of crude oil, the main financial source of
revenue, Mr. Zeglam added. “Although a certain slow down was taken by the public authorities...we
expect that the normal development trend of the Libyan economy will be resumed by the beginning or
mid 2010. Our expertise is in petrochemical industries, refineries, cement plants, power plants, and
pumping stations.”

One of the projects BDP Project Logistics is handling is a cement plant being constructed in Ethiopia
by a Chinese contractor. Others in the region are currently in discussion and development stages.

“For quality project logistics companies, the opportunities are there. BDP Project Logistics is
flexible,” Scerra summed up. “Whatever the industry—it doesn’t matter. We’re ready to perform.”

Sands of Opportunity



Socializing Supply Chains?
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The technology powering social networking sites such as Facebook and LinkedIn could be about to
revolutionize supply chains, says a recent topic by Manufacturing & Logistics IT. During his presentation
at Global Distribution Strategies Conference 2009, Ken Lyon, Chief Executive of BitLogistics, an Anglo-
Dutch venture explained how. The following is excerpted from that presentation.

Supply chain managers will agree, knowing what is going on inside their supply chain operations
enables them to react swiftly when problems or delays occur. Supply chains are also networks. These
networks can be very dynamic (i.e. change frequently) and they can also be very extensive (i.e. very long
or involve a large number of participants). Sometimes they can be both.

The process of discovering and understanding what's going on inside the network has been enhanced
by technology. But for the most part, this progress has been confined to using technology within the
organization, and externally to a group of direct partners. In many cases this has resulted in a substantial
improvement in performance and awareness, but is only scratching the surface of what could be
achieved.

Over the past few years, the internet has enabled the spectacular growth of the phenomena known as
"social networks". These are communities of people who use the internet to connect with each other to
share aspects of their lives. They are fantastic tools for friends and family to stay in regular contact with
each other, allowing them to share photographs, videos and experiences.

So far, the only major impact this technology has had in the commercial arena is with services for
recruitment, and those connecting professionals to each other (e.g. LinkedIn). Obscured by much of the
interest and hype about the growth of these networks, is a very interesting aspect of the technology. That
is the fact that people are able to join them within seconds and begin exchanging and sharing data
shortly after that.

Contrast that with the process for establishing communications between the systems of two supply
chain operations. It is lengthy, often tortuous and frequently expensive. But the technologies employed
by both are broadly the same!

Most people would suggest the difference is due to the nature and sensitivity of the material they
support. Transactions in the commercial world usually occur within a framework of legal precedent,
confidentiality and deliberate obscurity. No wonder universal supply chain transparency and true visibility
has been hard to establish.

But I wonder how long this situation can endure?

By adopting social networking models as the basis for supply chain data
exchange, transparency and trust will nurture a number of benefits for all
participants.

It is a fact that the performance and agility of a supply chain is a serious competitive advantage. But
they are extending and evolving into very fluid and dynamic supply networks. These networks are also
controlled by the demand “pull” rather than the production line “push” in order to avoid the build up of
costly inventory pools.

It is appreciated that commercial relationships can be more complicated, but in many cases, omission
of sensitive data (e.g. buying and selling prices) would remove at least one of the perceived impediments
to adoption.

Many companies have technologies used for managing independent operations within organizations,
however they frequently lack a mechanism for supporting the information flows between the different
parties involved in an overall supply chain. Over time, the communities of users surrounding supply
chains will begin to share more information with their trading partners across such a platform. In doing
so they will learn ways of managing how to share appropriate information amongst the other members.
But they will also gain a high degree of operational flexibility.

The large manufacturing organizations operating global ERP environments will be forced to open those
systems up through more fluid interfaces. These will have to be established in minutes or hours, rather
than the days and weeks they take now. 

By adopting social networking models as the basis for supply chain data exchange, transparency and
trust will nurture a number of benefits for all participants.

Accurate and more timely data will enhance collaborative demand forecasting, provide early warning of
disruptions, improve inventory and order management and finally approach the goal of true 'birth to
death' audit trails for every manufactured component. This will not only save money, but also make it
much harder for counterfeit items to enter supply chains undetected. The impact on terrorism alone may
justify that effort.



In the face of today's unprecedented credit crunch and volatile economic environment, companies must
do everything they can to free up working capital. 

According to a report by Deloitte Consulting, companies can squeeze working capital from their supply
chain. Their recommendations include focusing on inventory reduction, cash-to-cash conversion cycles,
and supply chain risk.

1. Focus on the cash-to-cash conversion cycle
2. Consider alternate supply chain financing options
3. Ensure you have a robust framework for managing supply chain risk
4. Focus on inventory reduction
5. Extend payables, intelligently
6. Manage and expedite receivables
7. Audit payables and receivables transactions
8. Eliminate fixed costs
9. Think beyond your four walls
10. Think like a CFO

For many companies, inventory levels are driven more by customer service requirements and
operational capabilities than by financial constraints. However, in today's credit crunch, supply chain
managers may be faced with the reverse scenario, where working capital is the primary constraint on
inventory. Management's answer may be to reduce inventory for finished goods and raw materials, but
these cuts may have an adverse effect on customer service.

Slashing Inventory May Leave Companies Unprepared
for Upturn
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As the needs of global transportation data continue to expand, it is important for shippers and their
resources to fully understand the impact of the type and accuracy of information delivered to each party
in the transaction. Understanding why you need to post the information in the first place is important.

For example, on a typical ocean bill of lading there could be multiple descriptions of the cargo being
moved. These are descriptions that will serve multiple needs for multiple purposes. Of particular
importance is the information on the product that is being shipped.

Getting the data right the first time is probably the most important goal and everyone involved in the
creation of the information must take that into account. Each description has a direct purpose and should
not be taken for granted. Doing so could create problems for you and your customer.

On a single shipping document, descriptions of the good—reporting the nature of Hazardous Materials
to the carrier—can differ or be different to the description of the goods that is sent to the government and
for freight tariff purposes.

The data descriptions affect not only the shipper, but also the carrier and the government(s) that uses
the details to monitor the shipment. The data description categories are: product, freight/tariff, and
general.

Product description. The carrier of the cargo needs a description of the cargo to define the nature of
the goods being shipped. For example, for hazardous/dangerous goods the carrier needs the following
details: the UN number of the product, the quantity, as well as other details on how the cargo is labeled
and moved for international transportation. Cargo described only as “department store goods” can be
too general. For example, is it clothing, food, etc? 

Freight/tariff description. Some ask, why do I need to go with a tariff code? Accurate freight
description of the cargo enables the carrier to assign the correct rate. For example, cargo listed as
“chemicals” is too broad a description. An expanded description is necessary on the B/L to ensure the
freight is rated properly according to the contract.

General description. No matter the country of origin, additional details of the cargo may be required
by a government agency for import reporting purposes. The description cannot be as broad as the
freight description; it must include more detail to reflect exactly what is being shipped. 

The data is used by the government for general awareness of the product to ensure all charges are
calculated correctly. In the US, that would be the AES filing on the EEI record. The data also helps
ensure quick clearance of the cargo out of the country. 

Be accurate
Accuracy of the data being provided is also very important. As noted above, broad descriptions may not
be good enough any more. For example, the European Union will be implementing a regulation soon
stating they will no longer accept certain descriptions as part of the shipping descriptions. Shippers must
be more exact. The same requirement was introduced in the US four years ago, when the government
said the “department store” description was not good enough. 

Review your cargo description policies and challenge yourself that you are accurately describing your
product on the B/L, while meeting the needs of the other parties who have an interest.    

For more information contact Michael Ford, BDP Vice President of Regulatory Compliance and Quality
at michael.ford@bdpinternational.com.

Do you know there are multiple descriptions within a
single shipping document?
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The following is excerpted from Technology Evaluation 

The issues of environment, health and safety (EH&S) are what make the chemical industry one of the
most liable of all industries. Chemical companies, therefore, have a pressing need for solutions that will
streamline and automate compliance processes, as well as enable them to manage their operations
more safely, effectively, and in accordance with both national and international regulations and
recommendations.

The chemical industry faces particular scrutiny from a regulatory perspective, and companies are all
too aware of the impacts of the European Classification and Labeling Inspections of Preparations,
including Safety Data Sheets (ECLIPS); REACH; Science, Children, Awareness, Legislation and
Evaluation (SCALE); and Global Harmonized System of Classification and Labeling of Chemicals (GHS).
For instance, REACH is the new system for regulating chemical use in the EU, and it mandates
organizations to track inventory and usage of over 12,000 chemical substances.

The recently passed REACH legislation requires the registration or screening of the majority of
substances that are already in the EU marketplace. Of key importance are substances of very high
concern (SVHC): substances considered persistent, bioaccumulative, and toxic (PBT); substances
considered very persistent and very bioaccumulative (vPvBs); and carcinogenic, mutagenic, and
reprotoxic (CMR) substances, in addition to those of similar concern, such as endocrine disrupters.

Authorization for the use of such high concern substances will only be given when good
socioeconomic reasons and risk minimization measures are in place.

Astute solutions have to espouse the capabilities that chemical manufacturers need to handle a broad
range of compliance issues, as listed for Chemicals Regulatory Compliance:

Product safety: to ensure that substance data is up-to-date and available to appropriate users by
integrating product safety capabilities into supply chain processes. This enables compliance with
such regulations as the Food Quality Protection Act, Title 21 CFR Part 11; Title 29 CFR 1910.1200
and EU Directive 91/155/EEC for Material Safety Data Sheets (MSDS); the Toxic Substances
Control Act (TSCA); the Clean Water Act; the Superfund Amendments and Reauthorization Act
(SARA); and the Federal Food, Drug, and Cosmetic Act (FFDCA).

Dangerous goods management: to support all processes connected with the manufacture and
distribution of dangerous goods. Companies must comply with such regulations as the International
Air Transport Association's (IATA's) and International Civil Aviation Organization's (ICAO's)
Dangerous Goods Regulation, Title 49 CFR Parts 100-185; the International Maritime Dangerous
Goods Code (IMDG); the Intergovernmental Organization for International Carriage by Rail's (OTIF's)
Carriage of Dangerous Goods (RID); the European Agreement Concerning International Carriage of
Dangerous Goods by Road (ADR); the Agreement on the Transport of Dangerous Goods on the
Rhine (ADNR); the Canadian Transportation of Dangerous Goods Act; and the International Atomic
Energy Agency's (IAEA's) Code of Conduct on the Safety and Security of Radioactive Sources.

Industrial hygiene and safety management: to support a safe work environment, whereby
companies can identify, control, and eliminate work hazards. Such solutions must enable compliance
with regulations such as the International Labor Organization (ILO) Safe Work Agenda 21, Chapter
19, Program B.

Occupational health: to ensure the health of workers, protect personal data, and meet legal
requirements, whereby enterprises can effectively comply with regulations such as the Occupational
Safety and Health Act's (OSHA's) right-to-know (RTK) directives and the ILO Safe Work Agenda 21,
Chapter 19, Program B.

Waste management: to streamline, automate, and monitor waste disposal processes across the
enterprise. To that end, integration with multiple systems should enable user enterprises to allocate
costs by the appropriate cost centers, while also enabling compliance with such regulations as the
Title 40 CFR; Germany 's KrW /AbfG; the United Kingdom's (UK's) Environmental Protection Act and
Codes of Practice; and the Basel Convention on the Reduction of Hazardous Waste.

The MSDS record is the second most generated documented (next to an invoice, logically) at
chemical manufacturing facilities. The difficulty and cost of generating this document on a global
scale is significant, since local legislation related to MSDS exists for approximately sixty countries. In
addition, the document needs to be in at least forty key languages, translations of which must be
validated by local experts to ensure that the brand excellence of the company is being maintained.

Utilities and Oil and Gas Corporations Share Environmental Regulatory
Compliance Mandates
Chemicals, together with their utilities and oil and gas brethren, must comply with the Kyoto Protocol, the
Clean Air Act, the EU Integrated Pollution Prevention and Control (IPPC) Directive, and other regulations
related to greenhouse gases and other emissions. Moreover, the process of applying and monitoring
permits can be labor-intensive. This is because enterprises need to monitor and manage operations and
emissions permits to comply with regulations, reduce greenhouse gases and other emissions, and
ensure the ability to audit.

On the positive side, efficient compliance management can result in competitive advantage. The
revenue-generating potential of the emerging emissions trading markets means companies can turn
regulatory compliance into new revenue streams. But they first have to garner a number of tools to
mitigate risks, build trust with regulatory authorities, significantly reduce the cost of compliance over the
long term, and pursue new business opportunities.

For more information contact Michael Ford, BDP Vice President of Regulatory Compliance and Quality
at michael.ford@bdpinternational.com.

Environment-Friendly Chemical
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China remains a haven of growth but longer-term problems are brewing for the world's third-largest
economy, according to a survey of about 300 companies by the European Union Chamber of Commerce
in China released recently.

With economic growth in China expected to top 6% this year, most companies said they were
optimistic about the nation's prospects. Three-quarters said conditions in China are better than in their
home countries, largely because of China's giant stimulus package.

The survey showed differences in perception between foreign companies and the Chinese
government. While the official line in China is that the worst of the downturn is over and the economy is
headed toward recovery, only a fifth of companies surveyed believed the economy would turn the corner
this year. Almost half said it would take until the first half of next year to recover and 19% said a recovery
would happen in the second half of 2010.

One longer-term concern is the current stimulus package, which includes a combination of new and
previously disclosed spending on public works and services totaling four trillion yuan, or about US$585
billion. Businesses say the package is welcome but won't solve China's structural problems. Only 13%
said it would help in the long run, with China needing more competition and fewer monopolies.

EU Chamber President said many companies feel that China's new, tougher environmental laws are
strictly enforced when it comes to foreign companies but only sporadically enforced for Chinese
companies. The survey showed a widespread belief that China hasn't lived up to promises made when it
joined the World Trade Organization.

Challenges for firms doing business in China
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Many Western companies that opened centers in India to perform back-office tasks have recently sold or
closed those facilities, reversing a decade-long trend as companies look to slash costs during the
recession.

Financial and insurance firms, among others, have sold offshore computer-programming shops and
other operations to companies in India over the past year, says a report in The Wall Street Journal.
Some have received hundreds of millions of dollars for their centers, while others have sold their sites for
the cost of the equipment inside. Almost always, the buyer gets a multiyear contract to provide the same
services back to the seller. Other companies, including Delta Air Lines Inc. and UAL Corp., have shut
down centers in India during the past few months.

The moves represent an about-face from earlier this decade, when companies raced to open so-called
captive units in India and other countries where workers cost a fraction of those in the US. At least 500
Western companies have such centers in India, according to estimates by several research and
consulting companies. In the first quarter, four more companies opened offshore centers in India, says
consulting company Everest Group.

But the recession has other firms re-examining the costs of running such centers. In the past,
companies calculated that building their own offshore office could save them from paying the 15% to
20% margin that outsourcers typically charge. Now as many companies cut costs, the benefits of
managing their own facilities don't appear as substantial as once thought. Turnover at offshore offices is
typically high and workers in India often receive annual raises, meaning the cost structure of such
centers can escalate rapidly. In all, it costs about 25% more to operate a captive center than to have an
outside company provide the same services, according to Forrester Research.

Firms back offices in India to cut costs 
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The balance of economic power is significantly shifting and a group of "southern" countries is likely to
play a more significant role in future global affairs, challenging the traditional hegemony of the west,
according to an article in the UK’s The Guardian.

A few weeks ago saw the first summit meeting of the newly formed Brasil, Russia, India, China (Bric)
bloc, where they discussed, among other things, the need to reform the International Monetary Fund
(IMF); their demand for more say in global policymaking; and a plan to switch some of their foreign-
currency reserves out of dollars and into IMF bonds. Following the meeting, Brasil’s foreign minister told
an American journalist that while Bric did not intend to "rule the world" it was going to bring an end to the
period "in which groups of [western] countries were a sort of aristocracy in world politics."

China and Brazil already set the global price for steel through a bilateral agreement because they are
the biggest respective consumers and producers of it. The two now believe that their currencies are
strong enough to be used in international trade—which would have been unthinkable only a few years
ago. In fact, the minister acknowledged, the main obstacle to replacing the dollar with a new reserve
currency is that they first need to get their own savings out without weakening it further. Brasil's
president, Luiz Inacio Lula de Silva, visited Beijing in May to discuss the issue in more detail and
Henrique Meirelles and Zhou Xiaochuan, governors of the two countries' central banks, are expected to
come up with a more detailed plan soon.

Brasil was one of the last major economies to dip into recession and the signs are that it is going to be
one of the first out of it. Brasil's gross domestic product fell slightly in the first quarter of this year, but it is
growing faster than the Latin American average and could even return to its pre-crisis level next year.
The country's finance minister noted that there had been a marked increase in foreign investment in
recent months and that the economy was exceptionally well placed to both attract and productively use a
new influx.

India and China are also continuing to experience high economic growth rates—albeit from a much
lower level than Brasil—and The Economist recently concluded that "the recession may mark another
milestone in a worldwide shift of economic power away from the west." It noted that while the shock of
the worldwide crash last autumn initially seemed to have discredited the theory of "decoupling"—that the
emerging economies depend on the rich world to sustain their economic growth—this obscured a broad
trend increase in south-south trade and investment. Almost 60% of all the increase in world output that
occurred in 2000-08 happened in developing countries; and half of it took place in the Brics.

Power shift?
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CHROME plating has long been used to show off everything
from Harley-Davidson motorcycles to kitchen taps (faucets).
This is not just because it can be buffed into a shine that you
can see your face in. Chrome plating has been cheap to do, it
ends up harder than steel and it is extremely durable because it
resists corrosion. But working with the stuff can be an
environmental nightmare. Now, though, researchers may have
found a safer alternative. 

Metal objects are coated with chrome in an electroplating
process that involves running a current through a liquid bath of
chemicals that contain chromium ions. These get deposited on
the surface of the material in a thin layer. However, the
chemicals are hazardous to health and the waste materials
generated can poison groundwater if not disposed of carefully.
When chrome plating came into widespread use in the 1940s
these dangers were not well understood. Modern environmental
and health regulations have significantly increased the costs of a chrome-plating factory. Industries that
use a lot of chrome have tried to find alternatives, but have so far discovered nothing that looks as good
or is as tough.

Christopher Schuh and his colleagues at the Massachusetts Institute of Technology set out to find an
alternative by identifying the properties that make chrome so strong. Dr. Schuh’s team decided to work
with nanocrystalline nickel. Although their nanocrystalline nickel was very tough at first, it lost its hardness
when left at room temperature over a matter of months and so ended up as a poor substitute for chrome.
To improve its properties they tried mixing it with a combination of metals.

To predict which metals would form the nanocrystalline structures that they were searching for, Dr.
Schuh and his colleagues used computer models that put atoms from different metals together. They
found that when tungsten was added to the nickel it produced a suitable structure. The bonus was that
the mixture was capable of being plated and in a way that was more environmentally friendly.

The nickel-tungsten alloy can be extremely bright and shiny, and even made to become harder than
chrome. All in all, its characteristics and absence of environmental hazards make it the most appealing
replacement yet found for chrome. The researchers intend to report as much to a forthcoming
conference of the National Association for Surface Finishing in Louisville, Kentucky.

Proof, though, will come with use. Testing is already under way, with the nanocrystalline nickel-tungsten
alloy being tried out as a plating on the bumpers (fenders) of a fleet of trucks. It could soon find its way
onto kitchen taps and other shiny fixtures. And if it can get to ride on a Harley, then its future will be
assured.

Source: The Economist

A safer way to produce a bright surface Replacing chrome
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Logistics activities contribute roughly five percent of the 50,000 megatons of carbon dioxide emissions
generated annually by all human activity, according to a World Economic Forum report.

Billed as the first research effort of its kind, the report readied by the Geneva-based non-profit with
support from the global consulting giant Accenture, quantifies and ranks opportunities to reduce supply
chain carbon intensity.

The report, Supply Chain Decarbonization, also examines the role that the logistics and transport
sector plays in reducing emissions, both in its own operations and by swaying shippers and buyers to
make vital supply chain improvements.

Heavy duty
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September 9-13, 2009
The 6th Thailand International Logistics Fair 2009

Bangkok, Thailand
BITEC
http://ttisfashionbiz.com/tilf09/TILF09_Enews01.html

September 21-23, 2009
LOGIPHARMA

Philadelphia, USA
Loews Philadelphia
http://www.logipharma.com 

September 21-24, 2009
7th Cold Chain Distribution for Pharmaceuticals

Philadelphia, USA
Pennsylvania Convention Center
http://www.coldchainpharma.com/

September 29-October 1, 2009
SCM-chem USA 2009 (formerly Logichem USA)

Atlanta, USA
JW Marriott Buckhead
http://www.wbresearch.com/logichemusa/

October 3-7, 2009
2009 EPCA Annual Meeting

Berlin, Germany
InterContinental Hotel
http://www.epca.be/

October 12-15, 2009
The Health & Personal Care Logistics Conference

Longboat Key, Florida, USA
Location to follow
Website to follow

October 13-15, 2009
20th Annual Breakbulk Transportation Conference & Exhibition

New Orleans, USA
Ernest N. Morial Convention Center
http://www.breakbulk.com/

October 21-23 2009
China Windpower 2009

Beijing, China
China International Exhibition Center New Venue (New CIEC)
http://www.chinawind.org.cn/

November 7-10, 2009
APLA

Atlanta, USA
JW Marriott Buckhead
http://www.wbresearch.com/logichemusa/

December 8-10, 2009
GPCA Forum

Dubai
Location to follow
Website to follow

Contact your BDP representative for more information on these events.

Project Logistics conferences:

For USA and Europe - contact Elizabeth Parke in Houston at
elizabeth.parke@bdpprojects.com or 1-281-233-4777.

For Asia Pacific & Middle East - contact Anna Neo in Singapore at
anna.neo@bdpap.com or 65-6723-4218.

Upcoming Events of Interest
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