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FROM THE EDITOR
Peter D G Raven

Dear Readers,

The first couple of months of 2020 have been pretty 
hectic and with COVID-19, disruptions and challenges 
in global supply chains abound. On the home 
front, we have had to push our flagship event in 
Singapore back towards the end of June and all our 
partners, supporters and participants have been very 
understanding and accommodating with this change. 
Additionally, the postponement also allows all of us to 
do more ground work and development for this event 
and we look forward to seeing many of you there.

CargoNOW continues to grow and we are actively 
on the lookout for more people who can help us do 
this. Aside from Business Development roles we are 
also looking at working with more features editors 
globally so if you would like to find out more, please 
drop me an email at peter@lscms.org.

Similar to our sister publication, LogiSYM, we want to 
work with the industry to develop networks, be the 
voice of reason and share more information on our 
industry, albeit to a much larger and more diverse 
group that includes not just senior management and 
the more traditional components of Supply Chain but 
also integrators, postal operators, carriers, airports, 
ports and other intermediaries. We are always open 
to suggestions on how to grow this ecosystem and 
look forward to any feedback you might have.

Peter D G Raven
Acting Editor-In-Chief
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NEWS

Stellar Growth in 
Store for ASEAN 
E-commerce Logistics

The Southeast Asian 
e-commerce logistics market is 
projected to grow at a CAGR of 
20.6 per cent to 2023, providing 
substantial opportunities for 
collaboration, according to a 
recent research report.

The Association of Southeast 
Asian Nations (ASEAN) 
e-commerce logistics market 
has been undergoing 
rapid growth owing to the 
development in technological 
infrastructure, increasing 
e-commerce sale and growing 
e-commerce market, according 
to Orion Market Research.

The ASEAN free trade area 
(AFTA) enables the smooth 
flow of goods from one 
country to another and its 
fueling rapid expansion of 
logistics companies. The 
growing population in major 
economies such as Indonesia 
and large numbers of Internet 
users in the region have 
increased online e-commerce 
transactions which is also 
driving the ASEAN logistics 
market.

Major players that are 
contributing to the growth 
of the ASEAN e-commerce 
logistics market include: FedEx 
Express, Avanti Worldwide 

Express (AWE), DTDC Express, 
Ixpress Logistics, United Parcel 
Service (UPS), EMS Indonesian 
Post, SF Express, C.H Robinson, 
and DPEX, according to Orion.

The ASEAN region has unique 
delivery challenges and 
despite the cost effectiveness 
and capability of logistics 
providers in countries like 
Malaysia and Thailand, there 

“The ASEAN 
e-commerce 
logistics 
industry is 
growing at a 
significant rate 
and is expected 
to grow 
significantly 
in the coming 
future owing 
to increased 
Internet 
penetration 
rates, 
consumer 
spending and 
the entrance 
of many new 
market players 
in the region”

Orion Market Research

remain obstacles, particularly 
around last-mile delivery. 
Large networks of small 
logistics players are common 
in metro regions in countries 
such as the Philippines and 
Vietnam, however, shipping to 
the rural areas poses a number 
of challenges.

To combat this logistics 
challenge, companies have 
an opportunity to collaborate 
with existing or new 
players, according to Orion. 
Collaboration not only solves 
logistic problems, but also 
enhances the market presence 
of the logistics players by 
enabling them to penetrate 
more deeply into the market.

“The ASEAN e-commerce 
logistics industry is growing 
at a significant rate and is 
expected to grow significantly 
in the coming future owing to 
increased Internet penetration 
rates, consumer spending and 
the entrance of many new 
market players in the region,” 
the Orion report says.

According to Orion analysis, 
Malaysia, Thailand, Indonesia 
and Singapore contribute 
significantly to the e-commerce 
logistics market and are 
expected to grow at a CAGR of 
22.4, 21.8, 21 and 16.4 per cent 
respectively. 

This growth of the e-commerce 
market in the region will 
continue to open up the scope 
of collaboration amongst 
logistics players, Orion 
concludes. ■

BY  FARAH FLORENTINO



FEBRUARY 2020    |     www.CargoNOW.world    |    6 

The World Logistics 
Passport links 
Customs World, DP 
World, and Emirates 
Group to enhance 
connectivity through 
Dubai
Under the directives of His 
Highness Sheikh Mohammed 
bin Rashid Al Maktoum, Vice 
President and Prime Minister 
of the UAE and Ruler of Dubai, 
World Logistics Passport, 
a major Dubai initiative to 
boost South-South trade, 
was launched at Davos in 
the presence of government 
leaders and heads of major 
corporations from Asia, Latin 
America and Africa.

The World Logistics Passport 
links Customs World, DP 
World, and Emirates Group 
to enhance connectivity 
through Dubai and, through 
expertise sharing and process 
development directly between 
partner countries. A pilot 
project operational since July 
2019 has already increased 
trade by participants by 10 per 
cent.

The World Logistics Passport 
has been designed to overcome 
non-tariff trade barriers such 
as logistics inefficiency that 

currently limit the growth 
of trade between developing 
markets. South-South trade is 
already worth an estimated 
US$ 4.28 trillion annually, 
more than half of total 
developing countries’ exports 
in 2018, according to the WTO. 
However, many countries 
in Asia, Latin America and 
Africa have much smaller 
market shares in key export 
products in each other’s 
markets compared to their 
shares in developed countries, 
indicating the potential for 
further substantial growth, 
boosting prosperity.

Designed as a point loyalty 
scheme, the initiative has 
been set up to incentivise 
companies and traders to use 
Dubai’s world-leading logistics 
facilities in return for cost and 
time savings and enhanced 
customs clearances. Not only 
will this increase the ease of 
moving goods in Dubai, it will 
also foster more optimal direct 
trade routes between Latin 

“Our objective 
of making the 
UAE a global 
leader in 
innovation 
aligns with 
Dubai’s 
strategy. Big 
data and 
disruptive 
technologies 
can optimise 
trade and 
logistics 
processes 
allowing the 
development 
of new trade 
routes. 
Dubai’s 
success story 
should be 
replicated 
in emerging 
economies 
which have 
the potential 
to become 
key trade 
partners for 
the UAE ”

Sultan bin Saeed 
Al Mansoori
Minister of Economy 
of the UAE

NEWS
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America, Africa and Asia.

Globally, the World Logistics 
Passport will enable partner 
countries to leverage 
the expertise of Dubai’s 
institutions, such as DP 
World’s existing global 
logistics network of ports and 
economic parks, Emirates 
Group’s worldwide Dnata and 
SkyCargo network, and Dubai’s 
expertise in Customs and 
trade governance. As a result, 
these partner countries will 
be able to improve their own 
processes and capability to 
improve security, transparency 
and ease of moving goods, thus 
transforming them into global 
trade hubs.

Attending the World 
Economic Forum in Davos, 
Sheikh Ahmed bin Saeed Al 
Maktoum, President of Dubai 
Civil Aviation Authority and 
Chairman and Chief Executive 
of Emirates Airline and 
Group, said: “Through this 
strategy, we will offer many 
privileges and services that 
will help connect international 
markets by mobilising Dubai’s 
resources and infrastructure. 
The investments we made in 
Dubai’s airports, ports and 
free zones have made the 
city a global logistics hub and 
a bridge between the east 
and the west. The Dubai Silk 
Road strategy responds to the 
changes in international trade 
by offering new state-of-the-
art logistics services using the 
latest smart applications.”

Sultan bin Saeed Al Mansoori, 
Minister of Economy of the 

UAE, said: “These efforts are 
aimed at improving quality 
of service and attracting a 
higher share of international 
trade at a time when Dubai 
is preparing to host Expo 
2020. The World Logistics 
Passport marks the beginning 
of the implementation of the 
Dubai Silk Road strategy that 
will lead to a new phase of 
economic growth. We aim to 
further boost Dubai’s position 
as a global economic and 
business hub, powered by our 
exceptional connectivity and 
logistics.

“Our objective of making 
the UAE a global leader 
in innovation aligns with 
Dubai’s strategy. Big data 
and disruptive technologies 
can optimise trade and 
logistics processes allowing 
the development of new 
trade routes. Dubai’s success 
story should be replicated in 
emerging economies which 
have the potential to become 
key trade partners for the 
UAE,” he added.

Sultan Ahmed bin Sulayem, 
Group Chairman and CEO, 
DP World, and Chairman of 
Ports, Customs and Freezone 
Corporation (PCFC) in Dubai 
said: “DP World has built a 
network of ports, economics 
zones, and logistics operations 
across six continents to 
enable smarter trade by 
offering cargo owners and 
consolidators of demand end-
to-end, digitised supply chains. 
The World Logistics Passport 
will make trade through Dubai 
quicker, easier and more cost-

effective, and help develop 
the economies of our partner 
countries.”

He further said: “The world 
is fragmented and divided 
along economic barriers; 
Dubai’s initiative can change 
policymakers’ stance from 
competition to collaboration. 
Trade is the engine for 
global economic growth. DP 
World is eager to support the 
Dubai Silk Road to improve 
the performance of global 
logistics.”

Speaking to global leaders at 
a private session organised by 
Dubai Logistics World (DLW) 
on the sidelines of the World 
Economic Forum in Davos, 
His Highness Sheikh Ahmed 
bin Saeed said that the future 
of global trade is about to be 
disrupted by the emergence 
of new trading hubs that will 
leapfrog global stalwarts 
through technology adoption 
and optimisation of logistics 
processes.

Outlining Sheikh Mohammed’s 
vision for the Dubai Silk Road, 
Sheikh Ahmed explained that 
Dubai is looking to expand 
its global footprint through 
partnerships and knowledge 
exchange with other global 
trade hubs.

By unlocking efficiencies 
and value within the fastest 
growing economies, Dubai 
wants to re-draw global 
trade maps and change the 
economics of globalisation in 
the coming decade.  ■

NEWS
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Zebra Study: 86 
Percent of APAC 
Millennials Abandon 
In-Store Purchases; 
Led by Out-of-Stocks

Almost 30 percent 
of shoppers leave a 
store to purchase 
the same item for 
less online

Zebra Technologies 
Corporation (NASDAQ: 
ZBRA), an innovator at the 
edge of the enterprise with 
solutions and partners that 
enable businesses to gain 
a performance edge, today 
revealed the results of its 
2020 APAC Shopper Study, the 
industry’s only market tracker 
that analyzes the attitudinal 

behavior of shoppers, 
retail associates and retail 
executives, and examines 
the retail and technology 
trends impacting shoppers’ 
purchasing behavior.

Eighty-six percent of surveyed 
millennial shoppers and more 
than half (56 percent) of Gen 
X shoppers indicated they 
shopped in a store and left 
without a purchase only to 
end up buying the item online, 
compared to only 25 percent 
of Boomers. Shoppers indicate 
out-of-stock items as the top 
reason for leaving without 

a purchase. Shopping often 
starts before customers enter 
a store. Customers expect that 
items they saw online are 
in-stock – achieving what’s 
hardest for e-commerce to 
deliver – instant gratification. 
When it comes to brick-and-
mortar purchasing, price is 
a top priority for shoppers. 
Almost three in ten (29 
percent) of shoppers surveyed 
report leaving a store because 
the price did not match the one 
found online.

On the flip side, e-commerce 
has created a new retail 
reality where consumers 
expect unlimited returns. The 
returns experience continues 
to remain a source of shopper 
discontent and represents 
a perception gap between 
retailers and shoppers. Retail 
executives believe that 80 
percent of shoppers are 
satisfied with returns, but only 
57 percent are.

It is no surprise that 81 
percent of retail executives 
agree managing returns of 
online orders is a significant 
challenge. About 51 percent of 
retail executives have started 
or are planning to upgrade 
their returns management 
technologies in the next five 
years. Stores are doubling as 
distribution centers, fulfilling 
online orders to streamline 
processes and move services 
closer to end-customers.

“Our study shows that while 
better services will help retain 
current shoppers and attract 
new ones, retailers need to 

NEWS
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make sure they have the 
basics right when it comes 
to product availability, ease 
of finding products, returns 
and exchanges,” said George 
Pepes, APAC Vertical Solutions 
Lead, Healthcare and Retail, 
Zebra Technologies. “To win 
with shoppers today, retailers 
must deliver the seamless, 
multi-channel experience 
that customers expect and 
leverage technology to provide 
more personalized services 
for managing inventory and 
building smarter operations.”

Retailers are working hard to 
implement the advancements 
shoppers have come to expect 
from the online shopping 
experience. A majority (63 
percent) of shoppers believe 
that associates using handheld 
computers with built-in 
scanners can improve the 
shopping experience. Nearly 
half of associates report in 
store mobile devices help them 
provide a better shopping 
experience by enabling them 
to: find correct prices (48 
percent), answer questions (46 
percent) and save customers’ 
time (42 percent).

The future of retail belongs 
to the digital natives who 
expect technology-enabled 
experiences. The likelihood 
of shoppers using in store 
technology services:

• Sixty-three percent of 
shoppers are likely to use 
video touchscreen to locate 
items, check prices, receive 
promotions and scan 
barcodes

• Fifty-nine percent of 
shoppers are likely to use 
location-based coupons 
sent based on a shopper’s 
in store location

• Fifty-eight percent of 
shoppers are likely to use 
auto checkout services 
where they can leave a 
store without stopping to 
pay for items

“Brick-and-mortar stores in 
Southeast Asia have not only 
withstood the digitalization of 
retail, they have also become 
more influential in shoppers’ 
purchasing decisions,” said 
Fang-How, Lim, Regional 
Director for Southeast Asia, 
Zebra Technologies. “The 

“To win with 
shoppers 
today, 
retailers 
must deliver 
the seamless, 
multi-channel 
experience 
that customers 
expect and 
leverage 
technology to 
provide more 
personalized 
services for 
managing 
inventory 
and building 
smarter 
operations.”

George Pepes
APAC Vertical Solutions 
Lead, Healthcare and Retail
Zebra Technologies

NEWS
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reality is that there is no 
one-size-fits-all technology 
architecture that will work 
for every retailer. There are, 
however, a set of real-time 
technologies that have proven 
to be most impactful when it 
comes to improving fulfillment 
speed and accuracy. As leading 
retailers adopt technology to 
enhance shopper experience, 
Zebra has introduced a slew 
of new products to meet this 
growing demand, including 
the EC30 mobile computer, 
ZD200 Series desktop printer 
and MP7000 grocery scanner 
scale. In today’s on-demand 
economy, having visibility 
over price changes or product 
location, and the right tools to 
act instantly can significantly 
improve consumers’ online 
and offline shopping 
experiences.”

To elevate the shopper 
experience and keep 
customers coming back, 
retailers need to deliver on the 
most basic need – convenience 
– by prioritizing expanded 

fulfilment capabilities such 
as third-party logistics (3PL), 
while also taking care to build 
innovation into the core of 
their business.

KEY REGIONAL FINDINGS

Asia-Pacific
• Nearly 58 percent of 

shoppers prefer to shop 
with online retailers that 
also have brick and mortar 
locations.

• Forty percent of shoppers 
prefer to make purchases 
via mobile devices and 
smartphones.

 

Europe and the Middle East
• Two-thirds (66 percent) 

of shoppers reported 
satisfaction with their 
ability to pay anywhere in 
the store.

• Only 14 percent of 
shoppers completely trust 
retailers to protect their 
personal data.

 

Latin America
• Seventy-one percent of 

shoppers said self-checkout 
provides them with a 
better shopping experience 
and 64 percent prefer 
using the technology to a 
staffed checkout lane.

• More than eight-in-ten 
(83 percent) shoppers are 
interested in receiving a 
coupon or cash-back offer 
in exchange for waiting up 
to four days for delivery of 
an online purchase.

 

North America
• Only six percent of 

shoppers said they 
completely trust retailers 
to protect their personal 
data, the lowest score of 
any region.

• North American holiday 
shoppers expect to spend 
58 percent of their holiday 
budget in physical stores.

 

SURVEY BACKGROUND AND 
METHODOLOGY

Zebra’s 12th annual Global 
Shopper Study included 
approximately 4,811 shoppers, 
1,100 retail associates 
and 435 retail executives 
from North America, Latin 
America, Europe, the Middle 
East and Asia Pacific (1,000 
respondents) who were 
interviewed in August - 
September 2019 by Qualtrics. ■

NEWS
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EXCELLENCE IN SUPPLY CHAIN MANAGEMENT REQUIRES SUPPLY CHAIN EXPERTISE IN THE BOARDROOM

All companies – 
especially retailers, 
franchised and 

independent – depend 
on their supply chains to 
maintain the compelling 
customer relationship that 
today’s demand delivery 
economy requires.  This 
includes availing attractive 
and competitive pricing to 
customers, while producing 
positive financial results for 
the company’s investors. For 
companies that realistically 
seek to achieve this balance, 

recruiting board members who 
can speak to and understand 
the critical role of the supply 
chain is self-evident. Amazon, 
Apple, Burger King, Microsoft, 
IKEA and Proctor & Gamble 
are examples. While providing 
distinctive and excellent 

customer service is impossible 
without a well-managed and 
integrated supply chain, many 
C-suite executives and board 
members are more attracted 
by topics like entering new 
world markets, taking on 
new acquisition targets 
and expanding products 
and services. Yet critical 
supply chain topics like 
inventory control, technology 
implementation, master 
data standardization, cyber/
security risk and distribution/
warehouse optimization must 

be understood and discussed 
in the boardroom.

Sadly, too many companies 
force their supply 
chain managers to turn 

themselves inside out to get 
the C-suite executives’ and 

While providing 
distinctive 
and excellent 
customer service 
is impossible 
without a well-
managed and 
integrated supply 
chain, many 
C-suite executives 
and board 
members are 
more attracted 
by topics like 
entering new 
world markets, 
taking on new 
acquisition 
targets and 
expanding 
products and 
services. Yet 
critical supply 
chain topics like 
inventory control, 
technology 
implementation, 
master data 
standardization, 
cyber/ security 
risk and 
distribution/
warehouse 
optimization must 
be understood 
and discussed in 
the boardroom.
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EXCELLENCE IN SUPPLY CHAIN MANAGEMENT REQUIRES SUPPLY CHAIN EXPERTISE IN THE BOARDROOM

board members’ attention. 
They end up communicating 
supply chain needs to 
distracted executives in the 
most ineffective ways. This 
is true for strategic board 
decisions on matters that are 
inextricably dependent on the 
capacity of the supply chain to 
perform quickly and at high 
quality levels, and which will 
materially affect the company’s 
customer service or product 
offerings. This is also true for 
tactical decisions, especially 
those necessary to ward off 
crisis – like political risks with 
component suppliers, health 
and safety concerns and labor 
volatility. It is the difference 
between mediocre versus 
world-class performance. 

Of course, for optimal 
communication, supply 
chain executives 

need to be cross-functional, 
cultivated and trained to 
ensure they understand the 
company’s business and its 
strategic concerns. Supply 
chain executives must be 
viewed as trusted business 
advisors and produce for 
C-suite executives and board 
consideration key performance 
data that can be translated 
into financial metrics that 
helps board members 
understand the supply chain’s 
performance, challenges and 
needs. 

But an important part of 
making this possible is 
to have a board member 

that is experienced with and 
sensitive to the dynamics 
between the company’s 

supply chain function and 
the boardroom. This board 
member will view supply 
chain management and risks 
from both an enterprise-wide 
perspective as well as from 
the narrower viewpoints of 
legal, business continuity and 
reputational risk, holding the 
company and its suppliers 
accountable for promised 
performance.  

It is that board member’s 
perspective that will create 
the bridge between the 

board and the company’s 
supply chain function, 
providing immeasurable 

As Co-Chair of a Global Franchise and Supply 
Network practice group, I specialize in representing 
franchisors, franchisees, manufacturers 
and distribution companies in domestic and 
international matters involving: franchising; 
blockchain and supply chain arrangements; 
purchasing groups; mergers and acquisitions; 

financial restructuring; dispute resolution, and development and licensing 
transactions. 

In addition to co-authoring the Dummies® series book, Franchise 
Management, I am a frequent author and speaker, including co-author of 
“Global Supply Chains Supporting International Franchise Expansion: The 
impact of Blockchain Technology,” in the International Comparative Legal 
Guide Franchise 2019, a contributing writer for American City Journals and 
Franchising.com, as well as co- editor of the ABA Forum’s monograph on 
Financial Performance Representations, among other publications. 

Throughout my career, I have received numerous awards, distinctions, 
and recognitions including top rankings by Chambers USA and Chambers 
Global for the past 11 consecutive years, Best Lawyer in America for 25 
consecutive years, the International Franchise Association’s Bonnie Levine 
and Compass awards, the Women’s Foodservice Forum’s Leadership 
Award, and D Magazine’s Women in Business Award. Above all, I am 
proud to be an ambassador and mentor in the franchise business and legal 
community.

ABOUT THE AUTHOR
JOYCE MAZERO 

benefit by integrating relevant 
discussion on the supply 
chain into board deliberations 
whenever needed. By 
having both supply chain 
excellence on the supply 
chain management team and 
on the board of directors, a 
company can be significantly 
more confident that gaps in 
important information of a 
strategic or tactical nature are 
less likely, that analysis and 
judgment are less prone to bias 
and error, and that investors’ 
and customers’ interests will 
be better safeguarded.  ■
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The trade war is now part of 
the “new normal,” and this 
has created a global ripple 
effect. Seen optimistically, this 
challenging trade environment 
is a catalyst for a slew of 
innovative measures and 
creative tactics to mitigate 
tariff costs – although one 
could argue that supply chain 
optimization from a cost and 
performance perspective is 
something that firms should 
already be doing on an 
ongoing basis.

Some companies look for 
legal loopholes to help avoid 
or reduce duties without 
shifting production to other 
countries. For instance, law 
firms and consultants in the 
U.S. are reporting that they are 
being inundated with requests 
from importers seeking to use 
provisions such as the “321 de 
minimis” rule, which allows 
goods worth less than $800 to 
be shipped to the U.S. without 
being subject to tariffs.

Any of these creative ways 
to reduce tariffs payable by 
companies should be used 
carefully. Money can be 
clawed back if authorities 
clamp down on a particular 
tariff avoidance method.

Authorities in the U.S. have 
recently started cracking 
down on firms that use “origin 
engineering” as a technique to 
avoid tariffs altogether. Goods 
are typically considered to 
have come from a country if 
they have been “substantially 
transformed” there. In extreme 
cases, firms simply state that 

a product comes from one 
country when, in actual fact, 
it was manufactured in a 
country that is impacted by the 
higher tariff being imposed. 
This practice is illegal.

Ensuring that any approach 
is fully compliant in order 
to avoid having to relocate 
production or supply sources 
often takes up a lot of internal 
resources. This article looks 
at how a company could seek 
to reduce the impact of and 
capitalize on the opportunities 
the “new normal” has created. 

Product Strategies

1. Reclassification
All products are classified 
with a specific code according 
to the Harmonized System 
(HS). The HS code determines 
the tariff a product will incur 
at the time of import. Often 
there is a degree of flexibility 
in assigning an HS code for 
products. It is not unheard 
of for a firm to classify 
products under different HS 
Codes in different countries. 
Reclassification is one way to 
pay lower or no tariffs at the 
time of import.

2. Product redesign
Changing a product design by 
replacing tariffed elements 
with non-tariffed equivalents 
may be a way to avoid or 
reduce tariffs. This can, in 
turn, alter the product origin 
and transform your product 
into a non-tariffed product.
Alternatively, you may want 
to relocate – totally or in 

The trade war is 
now part of the 
“new normal,” 
and this has 
created a global 
ripple effect. Seen 
optimistically, this 
challenging trade 
environment is 
a catalyst for a 
slew of innovative 
measures and 
creative tactics 
to mitigate tariff 
costs – although 
one could argue 
that supply chain 
optimization 
from a cost and 
performance 
perspective is 
something that 
firms should 
already be doing 
on an ongoing 
basis.

RESTRUCTURING GLOBAL VALUE CHAINS
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part – where your product is 
manufactured. One way to 
ascertain whether a product 
transformation is enough to 
classify as a change of origin is 
its added-value criteria.

3. Free trade agreements 
(FTAs)
FTAs provide various benefits 
for businesses. By exploiting 
the use of FTAs, firms can 
identify the best accessible 
markets for their products 
– with regard not just to 
tariff reductions but also to 
other benefits beyond tariff 
cuts, such as better customs 
procedures and IP rights.

Most trade regulations also 
include a “de minimis” rule 
that allows the duty-free 
importation of non-originating 
goods. Countries may also 
allow duty drawback or 
postponement schemes, 
which allow for a refund of 
paid customs duty or taxes 
on unused imported goods 

or goods that will be treated, 
processed or incorporated into 
other goods for export.

Operational 
Strategies

4. Buying forward
Many companies buy forward 
inventory ahead of tariffs 
being implemented. This 
strategy, however, may incur 
additional warehousing 
and storage costs, and firms 
may experience accounting 
challenges where an inventory 
is considered an asset, which 
could affect cash flow. Buying 
forward may distort demand 
and induce a “bullwhip effect.”

5. Postponement
Postponement is the delaying 
of a process, usually a 
manufacturing process, to 
as close to the actual time it 
will be needed as possible. 
Firms could store products 
that attract tariffs in bonded 

warehouses until they are 
required.

For compound goods, there 
might be a cost-unbundling 
option that helps to decrease 
its dutiable value and is 
another form of postponement.

6. Insourcing
Firms could choose to insource 
certain manufacturing 
processes, such as product 
assembly. Although this does 
not help to avoid tariffs for the 
components of your product, 
companies may benefit from 
decreasing transportation 
costs as they move final 
transportation closer to their 
customers.

7. The “first-sale” rule
If a firm is multi-tiered, i.e. 
if your transaction includes 
an intermediary vendor or 
subsidiary use, the first-sale 
rule could be allowed. The 
first-sale, or First Sale for 
Export (FSFE), duty reduction 
program allows for significant 
cost savings for multi-tiered 
importers.

Supplier Strategies

8. Share tariff with a supplier
A supplier could be asked to 
bear the tariff increase or 
some part thereof, and they 
may be willing to do so in 
order to keep your business. 
Joint tariff payment is a better 
strategy for both partners 
when compared with looking 
for a totally new supplier 
or sourcing from a different 
country altogether.

RESTRUCTURING GLOBAL VALUE CHAINS
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9. Relocating production 
from China
The U.S.-China trade war 
is causing what has been 
described as the biggest cross-
border supply chain shift 
since China joined the WTO 
in 2001. The ABC (Anywhere 
But China) phenomenon 
has companies relocating or 
stepping up plans to relocate 
their manufacturing outside 
China. Southeast Asian 
countries, Taiwan and India 
have become alternative 
manufacturing locales or 
sources of supply. While 
simple in theory, relocation 
may be challenging for firms. 
Relocation, coupled with 
the exploration of plausible 
options such as reshoring 
and nearshoring, must be 
considered in any supply chain 
network optimization exercise.

Business model 
Strategies

10. Restructure or pivoting a 
business
Business structure is of 
critical importance in building 
resilience to disruptions in 
supply chains. Firms should 
remain alert to new regulatory 
changes in international 
trade that may threaten 
their structure. For example, 
the EU’s tightening rules 
on palm oil imported from 
Southeast Asia places Malaysia 
and Indonesia in a difficult 
position, as they account for 
85% of the world’s total palm 
oil supply.

Conclusion

Firms must constantly 
evaluate and evolve their 
supply chains and leverage 
opportunities. As the dynamics 
of tariff policies may take a 
180-degree turn overnight, 
it is necessary to model 
and forecast the scenarios 
in which a firm operates. 
Owning sound data is crucial 
to planning optimal shipping 
routes, locating distribution 
centers and warehouses, and 
forecasting revenue volumes 
and other trends.

Ingraining new approaches 
to business development 
would help restructure supply 
chains effectively. Some of 
the strategies discussed above 
cover collaboration with 
new and existing partners. 

However, we could also 
consider collaboration with 
competitors across different 
markets. The concept of 
combined distribution 
networks (CDNs) is applied 
when competing companies in 
a supply chain work together. 
Restructuring business 
development models may 
occur in other ways, but the 
focus should be on solutions 
that entail innovative, non-
traditional measures.

Ensuring continued resilience 
and, in turn, commercial 
success in situations in which 
firms have little or no control 
means that companies need 
to constantly evolve to stay 
ahead. Those that are able 
to do so will not just survive 
but come out ahead in these 
turbulent times. ■
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Global Air Cargo 
Trends 
Re-Shaping 
Pharmaceutical 
Transport
As we welcome the new decade and the exciting advances it is 
expected to unleash, many of the forces that shaped the past 
decade for transporting pharmaceuticals will continue. Price 
pressures, alternatives to air freight and increasing automation 
are just a few. However, there are emerging trends that make 
2020 unique. 

As we look forward, these are the air cargo trends expected to 
shape the transport of pharmaceuticals in 2020 and beyond.
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The Greta 
Thunberg Effect — 
Flying Shame

We can’t ignore the effect 
that climate change activist 
Greta Thunberg is having on 
air travel that runs on fossil 
fuels. Thunberg’s reliance on 
trains to travel from her home 
country of Sweden to other 
countries in Europe connected 
by rail has triggered a material 
effect on passenger numbers 
in Sweden. According to 
Bloomberg, Swedish air travel 
diminished in 2019 — while 
train travel jumped to a record 
level.1 

What could this mean for 
shipping pharmaceuticals by 
air? As “extinction rebellion” 
shows no sign of slowing 
down, air freight carriers 
— like their passenger 
transporting counterparts 
— will feel more pressure to 
seek alternative fuel sources 
and replace older planes with 
more fuel-efficient models. To 
further address the Thunberg 
effect, carriers and their 
logistics partners will also 
need to elevate their brand 
image by demonstrating they 
are adopting eco-friendly 
practices such as reusable or 
waste-stream friendly shipping 
containers made from 
recyclable materials. 

Especially for shipping 
pharmaceuticals, these 
shipping containers must still 
maintain strict temperature 
control to ensure valuable 
payloads arrive intact.

Global Trade 
Pressures Drive 
Down Air Freight 
Demand

After years of wrangling 
over the details of Brexit, 
the UK is departing from the 
European Union (EU) — and 
entering a transition period 
through the end of 2020. The 
effects of Brexit and the fact 
that Germany only narrowly 
avoided an official recession 
at the end of the last decade 
have been driving down 
European air freight demand. 
Furthermore, US tariffs aimed 
at four counties in retaliation 
over subsidies to Airbus has 
hit Germany especially hard.

Meanwhile, the US-China trade 
war began to thaw with the 
signing of an initial trade deal. 
But trading data showed the 
climate would have to improve 
significantly to combat the 
year-on-year 8.1% decline 
in freight tonne kilometers 
experienced in 2019.2 Price is 
the crudest and quickest tool at 
air freight’s disposal to address 
diminishing demand. 

However, long-term price 
cutting is not sustainable 
and in the face of continued 
change, air freight companies 
will have no choice but to cut 
flights from their schedules 
and mothball aircraft — and 
cease to exercise purchasing 
options that did not factor in 
declining demand.

Diminished Air 
Freight Demand 
Means Reduced 
Capacity

Air freight remains the 
predominant mode of 
transportation for moving 
life-saving pharmaceuticals 
around the globe, especially 
for the most valuable and 
sensitive therapies that require 
strict temperature control. 
Sea transport, accounting 
for approximately 20% of 
pharmaceutical shipments3, 
made gains in recent years as 
an alternative transport mode 
for non-temperature sensitive 
products and the return of 
containers after payloads have 
reached their destination. 
However, for the foreseeable 
future, pharmaceutical 
companies will remain 
reliant on air freight for 
transportation of products that 
could succumb to temperature 
excursions. 

Declining air freight and 
passenger demand combine to 
produce a double whammy for 
the pharmaceutical industry. 
As air freight capacity becomes 
an even more precious and 
dwindling resource, there 
are things that can be done 
to mitigate reduced capacity. 
For example, temperature-
controlled packaging systems 
will need to step more into 
the foreground to reduce 
volumetric weight, providing 
higher performing insulation 
and phase change materials 
that can considerably improve 
volumetric efficiency. 
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However, packaging systems 
currently available to reduce 
volumetric weight are typically 
more expensive unless they 
are re-used, and re-use 
can’t always be achieved 
efficiently for both financial 
and environmental reasons. 
The pharmaceutical packaging 
industry will need to look 
more closely at the installed 
capabilities of aircraft to 
manage temperature, which 
could make lower-grade 
packaging materials more 
acceptable. The capabilities of 
the aircraft will also need to be 
matched to ground conditions 
and reliable sourcing can be 
difficult in less developed 
regions of the world.

Pharmaceutical 
Packaging: No 
Longer Rickshaw Vs. 
Tank

When it comes to 
pharmaceutical packaging, 
one size does not fit all — nor 
should it. The days of choosing 

between a rickshaw or a tank 
are behind us. Pharmaceutical 
packaging manufacturers 
have broadened their product 
portfolios to enable the 
most efficient solutions to 
be selected, qualified and 
deployed on a lane-by-lane 
basis across truly global supply 
chains. Making the right 
selections and performing the 
necessary qualifications can 
be daunting compared to the 
old simplicity of “I’ll have a 
tank everywhere.” But this is 
the challenge we must face 

to deliver value and make 
responsible use of dwindling 
resources such as global air 
freight capacity. 
The good news is that cold 
chain consultants have 
the tools and resources to 
streamline this new approach. 
Packaging products have 
been engineered and tested 
to incorporate operational 
consistency and simplicity that 
might otherwise make it too 
complex to deploy. Networks 
and services have also been 
developed and deployed to 
enable efficient and reliable 
outsourcing of operations.  ■ 

1As ‘Flying Shame’ Grips Sweden, 
SAS Ups Stakes in Climate Battle, 
Bloomberg, April 14, 2019. 
2Air Cargo Demand Continues 
Negative 2019 Trend, International 
Air Transport Association (IATA), 
May 29, 2019.
3Will Ocean Freight Be the 
Dominant Mode of Transport 
for Pharma Payloads?, Pharma 
Logistics IQ, July 12, 2018 

Dominic Hyde is the Vice President of Crēdo on 
Demand at Pelican BioThermal.

Dominic is well experienced in the global 
cold chain logistics field, in which he has worked 
for 17 years, developing worldwide rental 
programs for transport of temperature controlled 
pharmaceuticals. 

ABOUT THE AUTHOR
DOMINIC HYDE



FEBRUARY 2020     |     www.CargoNOW.world    |    21 

NEWS


