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DISRUPTION

How to respond,

04

recover - and even thrive

T

07

Black-swan

attack: can world
trade take much

more trauma?

It’s been a tough time for the freight and logistics sector,
which is reeling from a flurry of blows. This has inevitably

raised questions about its resilience to further shocks

Jonathan Weinberg

HUMAN EXPERTISE

Getting the balance between
people and technology right

lobal supply chains have been test-

ed to their limit over the past 18

months, beset by problems ranging
from the Suez Canal blockage and a huge
logjam in China’s portstothe UK’s so-called
pingdemic and the implementation of new
customs rules in the EU.

As standalone events, each has had the
potential to disrupt an interdependent
system where even the shortest of delays
can leave businesses facing millions of
pounds in extra costs and lost revenues.
Their arrival in such quick succession has
amplified the disruption, which has ham-
pered the efforts of linked economies to
recover from the Covid crisis. And there is
no end yet in sight.

Richard Parkinson, port director of the
Solent Gateway, one of the UK’s fastest-
growing ports, does not believe that this
seismic episode has highlighted inherent
weaknesses in the system. He argues that
global supply chains have become “remark-
ably robust, efficient and agile”, thanks
mainly to advances in digital technology.

“What we saw at the end of 2020 was that
perfect storm of Covid-19, meaning a reduc-
tion in the number of shipments; Brexit
stockpiling; and the pre-Christmas surge,”
Parkinson says. “Everything happened at
once and the supply chain couldn’t get
enough stuff in or get containers back out
to the Far East and India. The whole system
clogged up.”

He continues: “I don’t think that there’s
an endemic problem in the global supply
chain, but of course there are black-swan
events. They have happened and they will
happen again. The most important thing

is that the logistics providers gather the
right data and analyse it to determine how
key risks can be mitigated in the future.”
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The most important
thing is that the logistics
providers gather the
right data and analyse

it to determine how key
risks can be mitigated
in the future

One big headache that Parkinson does
foresee is that, as demand increases again,
there may not be sufficient capacity in the
system to respond quickly enough. He
notes that container prices have rocketed
because there are far fewer ships at sea.
With many operators having cut jobs dur-
ing the Covid crisis, he fears there will be
little incentive for them to risk returning
to pre-pandemic resourcing levels, espe-
cially as some may be making similar, or
even greater, revenues with less inventory.

Parkinson hopes that the world’s three
dominant shipping alliances will act to

rebalance the situation,
but adds that they may need
to be challenged to do so by a
similarly powerful global coalition
of interests.

The air-freight industry is facing a simi-
lar situation with respect to restoring lost
capacity. Throughout the pandemic it has
been constrained by the huge reduction
in the number of passenger flights, which
would usually carry parcels and packets
in their holds.

Simon Batt, chief executive of Asendia
UK, which carries goods from several
fashion etailers to consumers worldwide,
says his company had to charter passen-
ger aircraft to manage the disruption, put-
ting packages on the seats that should
have been occupied by holidaymakers and
business travellers.

He adds that the shortage of lorry dri-
vers in the UK has been a more recent
problem for the business. This has made
handling the workload created by the spike
in online consumerism during the Covid
lockdowns even more of a challenge.

Agreeing with Parkinson that their
industry has been enduring the perfect
storm, Batt says: “While I don’t think that
supply chains are cracking, an enormous
amount of pressure has fallen on people,
networks and resources over the past
couple of years.”

Batt also questions whether it was right
to introduce so many regulatory changes
inthe UK and the EU in such a short time.

“Governments and other authorities
clearly do a great deal of work to negotiate
treaties and write legal documents. What

SUSTAINABILITY

On the road
to net-zero logistics

they don’t do enough is actually talk to
the people who’ll have to live with their
decisions thereafter,” he says. “Writing a
treaty is one thing, but in the supply chain
it is the logisticians who must pick it up
and run with it. It’s therefore important
that the authorities get more industry
bodies and representative companies
involved in how things are done.”

Jens Roehrich, professor of supply chain
innovation at the University Bath School
of Management, sees these recent events
as simply the latest in a long list of disrup-
tions for those with the task of managing
international supply chains, “no matter
how sophisticated their systems and risk
management processes are”.

He cites the Eyjafjallajokull volcano
eruption in Iceland in 2010 and the pirate
attacks off the Somalian coast that were
regular occurrences between 2005 and
2013 as examples.

“Although disruptions to supply chains
are never easy to deal with, these trying
times require, more than ever, a combined
approach among buyers, suppliers and
governments, so that we can cope with
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SPACE RACE

Why big sheds have
become hot property

disruptions. The situation could maybe
even stimulate more innovative ways of
working,” Roehrich says.

Joanna Konings, senior economist for
international trade at Dutch banking
group ING, believes that, while the litany
of recent disruptions is extraordinarily
long and varied, it highlights some of the
ways in which global trade is changing. For
instance, “trade barriers between coun-
tries have been going up, often in much
less visible ways than tariff increases”.

She thinks that the sector should have
learnt from its experiences during the
pandemic that “a reshoring response [the
reversal of offshoring] won’t save us. Coun-
tries and companies may well decide that
they need to use a more diverse range of
suppliers and markets, and to stockpile
certain goods. But building inventories
in response to the uncertainty is simply
piling more pressure on the system.”

Konings concludes with a stark assess-
ment. “The way that costs are mounting
on different fronts, from trade barriers to
the rising price of shipping”, she says, “isa
threat to business as usual.” ®

A LITANY OF DISRUPTION

Several events have tested the resilience of supply chains over the past 18 months

February 2020

The Covid-19

outbreak in China
causes major container
lines to cut capacity
from Asia to Europe

2020

March 2020

The Covid-19 epidemic
becomes a pandemic.
The price of oil
collapses owingto a
decline in demand

April 2020

Ahuge increase in
demand for medical
equipment such

as ventilators and
PPE distorts global
supply chains

October 2020

Logistics firm CMA CGM

is struck by a ransomware
attack, illustrating the
dangers of shifting to
more digital operations

November 2020

Joe Biden wins the US
presidential election,
raising questions
about the country’s
future trade policy

December 2020

Trade is hit by huge
queues at English
ports owing to Brexit
stockpiling and
concerns about the
new Covid variant

The UK leaves
the EU

January 2021

March 2021

The container
ship Ever Given
runs aground in
the Suez Canal,
blocking the vital
freight channel
for nearly a week

July 2021

The so-called
pingdemic in the
UK causes supply
chain problems,
as thousands

of employees

are forced to
isolate themselves
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Local logistics k

Commercial feature

society ticking

Locating last-mile logistics facilities in urban areas is the key to powering
sustainable local economies, filling crucial talent shortages and enabling
the sector to continue its essential work

he logistics sector supports the
smooth functioning of society,
not to mention 2.6 million jobs

across the UK economy, but it took a
global pandemic for the vital daily role it
plays to be truly recognised. In the three
months up to May 2020, internet sales as
a percentage of total retail sales jumped
from 18% to 32.8%, a growth rate that
would have taken a decade to realise
had it not been for the unprecedented
national lockdown. Armed with key
worker status, the logistics and transport
sector kept supply chains ticking and
kitchens stocked at a critical time.
Having propped up the economy at a
time of crisis, the logistics sector is now
one of the few sectors actively recruit-
ing as it continues to grow and adapt to
higher online retail activity. However, it
faces its own challenges. Firstly, there
are widespread talent shortages, with
the widely reported 60,000-strong
HGV driver shortage being the tip of
the iceberg. There are also increasing
warehouse operative roles that need
filling and, with the ongoing rise of
automation, engineering and techni-
cal roles too. While the prevailing view
might still be that the sector is heavy on
low-skilled jobs, that is no longer the
case in this rapidly changing industry.
Recent research from Prologis, the
global leader in logistics real estate,
shows that demand for skills in areas
such as data management and analy-
sis, as well as developing training algo-
rithms for use in optimising shift pat-
terns or inventory management, has
increased significantly. Though this is
creating opportunities for personnel

£54bn

worth of goods flow through
Prologis' UK distribution
centres every year, equivalent
to 2.6% of UK GDP

900,000
sq. ft.

of extra logistics space is needed
for every extra £1bn spent by British
consumers online

Online shopping is

36%

more sustainable than bricks-and
mortar shops. Transport-related
emissions can be reduced by a
further 50% if the right number of
these buildings are in urban areas,
and another 27% via the shift to
electric vehicles

with digital and managerial skills, and
logistics is one of the few sectors
where there are few barriers to both
entry and progression, a skills gap is
holding organisations back from max-
imising the value of new technologies.

“For the last three or four years, the
biggest issue that our customers have
been facing is attracting and retaining
the right talent needed to deliver logis-
tics services,” says Robin Woodbridge,
senior vice president and head of cap-
ital deployment for Prologis in the UK.
“In a low-margin sector, logistics and
transport firms often struggle to show-
case the opportunities available. They
just haven't got the money to promote
themselves and the sector.”

The second challenge facing the
sector is space. Every year £54bn worth
of goods flow through Prologis distribu-
tion centres in the UK alone, equivalent
to 2.6% of the UK GDP. CBRE data sug-
gests that for every extra £1bn spent by
British consumers online, an additional
900,000 square feet of logistics space is
needed. And, according to Prologis, for
every square foot of space required for
a bricks-and-mortar retail store, three
square feet of logistics space is needed
to fulfil the same demand online.

However, last-mile logistics facili-
tiescan'tbelocated anywhere. Online
consumers want products to be deliv-
ered fast with a growing demand for
same day deliveries. With the speed
at which goods can be supplied to
consumers beholden to how far away
they are, last-mile logistics facilities
must be located within urban areas of
dense populations.

This is where the logistics sector
currently appears to be on the wrong
side of planning policy. While the gov-
ernment recognises the need for more
logistics facilities, it's clear that the
current proposals to reform the plan-
ning system are too focused on supply-
ing new homes with no regard for logis-
tics. This is a concern, especially when
you consider a city as economically
important as London has already lost
around 100 hectares of industrial land
annually over the past decade.

“While locating large warehouses on
motorway junctions works well for stor-
ing bulk goods, it’s naive to think you
can just stick all last-mile facilities there
as well,” says Woodbridge. "We've not
yet come up with a teleporter to move
things faster. As the need for goods to
be delivered quickly continues to grow,
you've got to hold a body of those goods
closer to people. Of course, there is a
housing crisis that needs to be solved,
but we need a sense of balance and
greater awareness, among consum-
ers and government, of how important
these facilities are.

“There is a damaging misconception
that locating these facilities outside of
cities is good for sustainability, reduc-
ing traffic and improving air quality.
That couldn’t be further from the truth.
Through research produced in part-
nership with MIT, we've demonstrated
that, to be sustainable, last-mile logis-
tics facilities should be located close
to where people live to enable the last-
mile route to be faster, as well as be

eeps
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Having propped

up the economy at

a time of crisis, the
logistics sector is now
one of the few sectors
actively recruiting as it
continues to grow and
adapt to higher online
retail activity

handled by electric vehicles. According
to the research, online shopping is
36% more sustainable than bricks-and
mortar shops. Transport-related emis-
sions can be reduced by a further 50%
if the right number of these buildings
are in urban areas, and another 27% via
the shift to electric vehicles.”

Crucially, the challenges of recruit-
ing talent and space are interlinked.
Locating logistics facilities closer to
where people live not only allows for
faster deliveries but creates lots of
job opportunities close to home, from
entry level to senior management. An
Oxford Economics study in 2020 of the
22 industrial logistics parks owned and
run by Prologis in the UK found they
were responsible for the employment
of around 100,000 people.

Prologis has invested over half a bil-
lion pounds in London and the Home
Countiesinthe past18 monthstoensure
it can provide the urban logistics facili-
ties its customers need. It also recently
introduced the Prologis Warehouse
and Logistics Training Programme, a
digital learning and development pro-
gramme aimed at training those leaving
education, the unemployed and those
looking to reskill, equipping them with
the knowledge needed to pursue a
career in the logistics sector. The initi-
ative aims to retrain 25,000 individuals
globally by 2025.

“Some of the most difficult roles
for the sector to fill are software engi-
neers and project managers, and we've
already got our customers queuing up
to provide opportunities for the people
we're training,” says Woodbridge. "The
sector does a great job of getting on
with what it's asked to do, but for too
many years we've taken it for granted.
It serves a vital societal function and is
essential to everyday life, so we need to
start planning for it now, whether that's
for creating local jobs or the sustaina-
ble location of last-mile facilities.”

For more information,
visit prologis.co.uk
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It’s up to all

of us to be
ambassadors’

As the building safety bill makes
its way through Parliament,
construction procurement needs

to shake off its below-stairs

image, argues Laing O’Rourke’s
procurement chief, Carol Williams

Virginia Matthews

mix of innate curiosity and a
o keenness to leave full-time edu-

cation prompted Carol Williams
to land a job that she’d never even heard
of with the Ministry of Defence at the age
of 18. Despite her “huge learning curve”,
she relished the role in MoD contracts and
finance, which entailed buying warships,
and spent the next three decades rising
through the ranks of armaments and aero-
space procurement.

Today, as Laing O’Rourke’s head of pro-
curement, Williams controls an annual
budget of £1.8bn in the equally male-
dominated construction industry. She
has never forgotten the early days of her
career — “girlie calendars on every wall
and lots of making coffee” — and continues
to advocate for women in the workplace.

66

Anyone in this profession
can keep prices down.
But, in terms of its social
value to communities
and its commitment

to sustainability,
procurement has to start
meaning much more

Moreover, in light of Grenfell, Brexit and
Covid, she believes that the value of pro-
curement itself needs to be championed.

“Anyone in this profession can keep
prices down. But, in terms of its social
value to communities and its commitment
to sustainability, procurement has to start
meaning much more,” Williams says. “It’s
up to all of us to be ambassadors for a job
that brings immense value to organisa-
tions every day, yet is still misunderstood

i

The business was
formed by the merger
of R O'Rourke & Son
and the construction
arm of John Laing plc
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£73m

Pre-tax earnings for the financial year
to March 2020

£8.2bn

Laing O'Rourke's ongoing order book
as of March 2020

12,796

Number of employees in 2017-18

Laing O'Rourke, 2018

and underestimated by our colleagues and
the public.”

Declaring frustration at the preference
of many millennials for careers in the
hi-tech sector - “it’s Amazon, Google or
nothing” — Williams notes that attracting
digital skills to procurement, particularly
in construction, is still a work in progress.

“We need data analysts, business ana-
lysts and digital engineers. But, as I can
testify, young people often have a strange
idea of what procurement is,” she says.

Williams was hired by Laing O’Rourke
in 2019 to represent her department to the
company’s stakeholders on issues such as
safety, quality and digital transformation.
She leads a team of more than 100 and over-
sees a supply chain of about 2,500 firms.

While others may envy her extensive
brief and budget, Williams believes that
all procurement leaders can and should
seek to show their value. It’s about being
brave, becoming an influencer and, above
all, demonstrating competence, she says.

Williams counts herself lucky to report
directly to Ray O’Rourke, the company’s
veteran founder, chief executive and
chairman, who is “personally committed
to raising procurement standards”. This
has given her a solid platform from which
to influence both the organisation and the
wider industry.

Williams’ expertise in occupational safe-
ty — gained in several senior roles over two
decades at Lockheed Martin - underpins
her considerable clout. Effective safety
procedures are entrenched in the aviation
industry, but this is not true of construc-
tion, where many workers are accustomed
to using potentially dangerous equipment
in suboptimal conditions.

“I was a complete outsider to the world
of construction,” she says. “I don’t doubt
that this was why I was approached, com-
pletely out of the blue, to help make safety
part of this company’s DNA, both for our
workers and for the public who use our
buildings every day.”

Although improving the safety record
of construction is a vital first step in im-
proving the industry’s tarnished image, it
also feeds into two other pressing issues:
digital transformation and recruitment.
In addressing the safety concerns of its
clients, Laing O’Rourke — whose projects
in progress include Hinkley Point C nuc-
lear power station and the Elizabeth Line
and HS2 railways — wants more than 90%
of its projects to be factory-built by 2025.
Achieving this stretching target will re-
quire employees to undergo a considerable
amount of technological training.

While hiring enough digital engineers
and analysts to handle this transforma-
tion may not be her team’s responsibility,
Williams is ready to get involved.

“Itend not to swim in my own lane,” she
says. “I've always found that strict report-
inglines areirrelevant when organisation-
-wide issues such as talent acquisition
require cooperation among departments.”

A natural collaborator, Williams says
that her colleagues at Laing O’Rourke have
always welcomed her perspective as an
outsider. Ever since she joined the com-
pany, her team has “become known as the
go-to function” for help in tackling a range
of problems that wouldn’t normally be
seen as a procurement concern.

Her approach was recognised last year
by the Chartered Institute of Procurement
& Supply, which granted Laing O’Rourke
an award for excellence. It commended
her department for being “core to the
commercial aspects of the business”.

As the company aims to achieve net zero
greenhouse gas emissions by 2030, the
next big challenge for its procurement
department is to align itself more closely
with the interests and development of the
supply chain.

“The social agenda and the requirement,
particularly with state projects, to show our
social value is huge,” Williams explains.
“From employing ex-offenders to emitting
less carbon, there are added complexities
to factor into our buying decisions.”

Instead of simply ditching suppliers
that fail to keep pace with changing atti-
tudes, procurement should help all parts
of the supply chain to attain new stand-
ards with training and accreditation, she
says. “By walking in the shoes of suppliers
and asking them how events such as Brexit
are affecting them, procurement can -
and must — be part of the sustainability
dialogue that our supply chain is having
every day.”

During the UK’s first Covid lockdown,
when the construction industry was still
required to deliver new hospitals and
other vital infrastructure, the know-how
of procurement professionals proved cru-
cial, Williams says. She cites the example
of Grange University Hospitalin Cwmbran,
which opened four months early, below
budget and without significant defects last
November. This was just in time for it to
help treat the second wave of Covid-19
infections in south-east Wales. With pro-
curement departments helping suppliers
to understand the pipeline better and pro-
viding all stakeholders with information
about capacity, risks and opportunities,
business-continuity plans could be man-
aged far more effectively than they might
otherwise have been.

Now that procurement must look beyond
immediate price concerns to the long-
term environmental effects of its choices,
the whole profession needs to form a new
mindset, according to Williams.

“Balancing all the different sustainabil-
ity factors requires something new,” she
says. “We need robust ways of working, as
well as skilled procurement professionals
who can engage with designers, clients,
suppliers and other key decision-makers
to influence the best outcomes.”
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We may not have the
‘erey beard’ status

that’s accorded to men,
but many older women
in this industry have a
wealth of knowledge and
skills that can be hidden
under the weight of
caring responsibilities

Williams also believes that her industry
urgently needs to provide sustainable,
inclusive and flexible employment for less
traditional employees. With female rep-
resentation in the UK construction work-
force at only 13%, Laing O’'Rourke’s target
of 50% by 2033 is, she believes, ambitious
yet achievable.

While the equivalent figure in the pro-
curement profession is 39%, research by
Gartner suggests that the proportion of
women in senior roles fell from 28% in
2019 to 21% last year.

Williams believes that women’s extra
caring responsibilities during the Covid
crisis may have contributed to this de-
cline, but she notes that older women are
being left behind in the profession’s re-
cruitment drive.

“We may not have the ‘grey beard’ status
that’s accorded to men, but many older
women in our industry have a wealth of
knowledge and skills that can be hidden
under the weight of their caring responsi-
bilities,” she says. “The reality is that too
many experienced female professionals
are finding that their careers are stalling
just at the time when men of a similar age
are gaining more promotions. I want to
tackle the root causes of this issue.”
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Data powers better supply
chain decision-making

Katie Tamblin, chief product officer at supply chain risk and
performance management firm Achilles, discusses the vital role
of data in improving supply chain resilience and decision-making,

and reducing risk.

What has the Covid pandemic taught

us about managing supply chain risk?

Undoubtedly, the pandemic has

shone a light on the fragility of supply
chains, the impact of supply chain break-
down, and the importance of accurate data
and resulting insights as tools to mitigate
risk and manage supply chains.

For more than 30 years, Achilles has been
helping companies manage supply chain
risk and the insight we have gathered over
this time tells us that there are two types of
risk: reactive risk and resting risk.

Resting risks are ever present but, if
identified proactively, can be managed
in advance of any disruption. There are a
number of lenses through which Achilles
looks at resting risks in the supply chain,
including financial, health and safety, envi-
ronmental, social and governance. Our sup-
plier scoring provides a benchmark as to
how well suppliers are equipped to manage
this type of ongoing risk, giving us unique
expertise on the overall level of resting risk
present in global supply chains and provid-
ing the foundation for the Achilles Supply
Chain Risk Index (ASCRI).

Reactive risks are unpredictable and
driven by events, such as the Covid-19
pandemic or the Suez Canal blockage.
Requiring a quick reaction to manage
the consequences and mitigate risk, the
impact is often managed ‘live’ so access to
dependable data is critical to success. The

ASCRI layers event-driven risk factors on
top of the underlying resting risk to deliver
a comprehensive pulse on global supply
chain risk.

The Q2 ASCRI has just been

published, what is the data telling us?

Having previously seen the fastest

ever decrease in economic activ-
ity, we're now seeing that the recovery
is very sharp as well, which is creating
significant shortages. The pandemic
forced production to shut down in a lot
of areas but now people are coming back
and spending again, demand is return-
ing fast. That's great, but the produc-
tion gaps have created hiccups in supply
chains, making them more fragile than
before. Major shortages in a number of
areas meant the ASCRI measured 49.1 for
the three months ending in June, as com-
pared to a lower risk reading of 56.1in Q1
(a lower index figure means higher risk).
The seven-point increase in risk took
our supply chain risk rating from moderate
to high.

Which supply shortages do you

see impacting markets over the next

few months?

There are plenty of trees being cut
down but the sawmills that turn logs into
a consumer product suffered production
outages due to Covid and many still aren’t

operating at full capacity. This means sawn
timber is in extremely short supply, result-
ing in price spikes and shortages.

Microchips and memory storage devices
are another. A hangover from the increased
demand for tech while the world worked
and learnt from home, together with pro-
duction being offline and higher prices for
input metals, means there will be mean-
ingful shortages and price spikes for sev-
eral months yet. This has a wider impact
as demand is shared across consumer and
industrial electronics.

Our data from the ASCRI also confirmed
back in June that the HGV driver shortage
in the UK would cause supply disruptions
- a consequence we are watching play out
in the headlines each day. Global reduc-
tions in shipping reliability, as ports strug-
gle with Covid-related shutdowns and
increased demands, will also drive delays
across all sectors.

What does the latest ASCRI data tell
us about supply chain risk and
resilience in the months ahead?

The ASCRI data indicates that risk is
growing in the construction and retail sec-
tors, driven by supply disruptions across
a range of building materials, microchips
and HGV drivers. In addition to the timber
shortage, the UK Construction Leadership
Council is warning of shortages across a
range of other inputs, including cement,
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electrical components, steel and paint.
Price increases in fuel, particularly in
the US, and key metal inputs to elec-
tronics will continue to pressure supply
chains dependent on these in the
coming months.

While input prices are expected to be at
or near a peak, it will take months for raw
material price increases to filter through to
finished goods, meaning prices for manu-
facturing goods are likely to continue to
rise and/or remain high.

Given this outlook, how would you
advise businesses to act on this data?
Companies that operate quickly and
secure supplies earliest will weather
the storm best. It might sound simple, but
it needs to be said: supply is there until it's
not and those that haven't locked in their
channel of supply are typically left scram-
bling when supplies are short. For goods
and services that are critical to your supply

SUPPLY CHAIN RISK BY INDUSTRY/REGION

RACONTEUR.NET@—@

INCREASE IN SUPPLY CHAIN RISK

WORLDWIDE IN 2021

s
it
20000
20000000
s
S
000
s
s,

- . 499

*An

- @@ L4914

of 1

o 47.8

chain, it’s important to develop relation-
ships with suppliers so you can stay close
to the individual situation.

When the going gets tough, suppliers hold
the upper hand and will typically choose
to support those buying organisations
where they have a strong, mutually bene-
ficial working relationship. Using additional
levers, like shorter payment terms and vis-
ibility into the future work bank, can help
secure supply in a competitive situation,
but I'd always advise businesses to do this
proactively, not at the point of crisis.

How do you advise identifying

index value of 100

indicates virtually no supply
chain risk, and an index value

indicates an extremely

high risk of disruption

high-quality products. Nobody wants to
see an increase in counterfeit parts or
modern slavery in supply chains because
people are working with suppliers they hav-
en't had a chance to vet as thoroughly as
they would do normally. Achilles provides
buyers with access to a pool of pre-vet-
ted suppliers. Simply put, this means that if
suppliers have been audited by Achilles, or
demonstrated they have appropriate quali-
fications and certifications, they will deliver
a quality product or service without intro-
ducing any undue reputational or strategic
risk to your supply chain.

alternative sources of supply

without introducing additional

risk to a supply chain?

There is always going to be a fear
when dealing with unknown suppliers,
especially during periods of supply short-
ages, that you run into companies that cut
corners, are less safe and don’t produce

For more information, visit achilles.com

M\ Achilles

Having served on more diversity com-
mittees than she can remember over the
years, Williams continues to campaign for
a fairer deal for women in the workplace.
She believes that, by focusing first on in-
clusion and “valuing the contributions
that anyone, of any background, can bring
to an organisation”, a more diverse work-
force will ensue.

It’s often the deeds of influential indi-
viduals in an organisation that create
momentum, she says, citing one especially
memorable intervention of her own.
“Some years ago, I hired a female engineer
for a commercial role, based on her talent
and potential. At the time, that was widely
seen as highly irregular and even risky.
I firmly believe that actions create beliefs
in opportunities and possibilities. In that
case, a single appointment made a dis-
cernible difference to an entire organisa-
tion’s attitudes to transferable talent.”

Williams is the executive sponsor of a
Laing O’Rourke subcommittee addressing
the under-employment of disabled people,
particularly the 80% whose impairments
are hidden. A fellow of the Royal Aeronau-
tical Society, she is fascinated by what
Elon Musk - who has Asperger syndrome -
has achieved “with no help from NASA”.
She believes that celebrating neurodiver-
sity is the next big challenge.

“It shocks me that, more than a quarter
of a century on from the Disability Dis-
crimination Act 1995, only 16% of autistic
people are employed, even though so
many more are very capable and long to be
accepted into the workplace,” she says.

Williams argues that new ways of think-
ing about business problems should be
sought by all organisations, particularly
those experiencing skills shortages, al-
though she adds that the stereotypical
view of autistic men in particular as maths-
loving geeks is unhelpful.

“Neurodiverse candidates are as varied
and as individual as neurotypical ones.
Neither group will benefit from a one-size-
fits-all recruitment strategy,” she says.

Other inclusivity subcommittees at
Laing O’Rourke include those devoted to

carers, single parents, and women dealing
with the menopause.

Williams is accustomed to being the
only woman in the room, especially in
“meetings full of more junior men who all
play golf”. She says that, while male club-
biness can be irritating and even offensive
at times, the situation has improved.

o6

People often point out
that I'm the sole woman
in a gathering, but

now I’'m so engrossed
in how other people’s
jobs relate to my own
that I rarely notice

“People often point out that I'm the sole
woman in a gathering, but now I'm so en-
grossed in how other peoples’ jobs relate to
my own that I rarely notice,” she says.
“When I started work in the 1980s, ‘nudge-
nudge, wink-wink’ sexual innuendo was
the norm. If a few men today want to stay
rooted in the past, that’s their problem.
But, for the most part, I'm encouraged by
how many people have a fresher outlook.”

Having kept a low profile for many years
- something that was encouraged in her
previous sectors — Williams is happy to be
more visible in her current role.

“I’'ve picked up a lot of knowledge since
those early days at the MoD. If I can use it
to influence my industry across several
fronts, I'll be glad,” she says. “After all the
recent disruption, procurement is taking
a more strategic direction. As far as I'm
concerned, this is long overdue.” ®

Laing O’Rourke is part of
the team that’s delivering
the main engineering
works at Hinkley Point C,
the first nuclear power
station to be built in the
UK for a generation

Laing O’Rourke
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Supply chains have suffered a series of disruptions in
recent months, ranging from Brexit and Covid-19 to the
Suez Canal blockage and the HGV driver shortage. So-

called black-swan events are seemingly becoming more

regular occurrences, which makes the ability to respond
and recover quickly from them increasingly crucial for any
business seeking a competitive edge

SUPPLY CHAIN SHOCKS ARE BECOMING MORE FREQUENT
AND SEVERE

Frequency of supply chain shocks

A disruption of ...occurs at
this length... this interval

1-2 weeks 2 years

2-4 weeks 2.8 years

1-2 months EWA'CETS

2+ months 4.9 years

McKinsey, 2021

39% 2

of companies rate supply chain disruptions as extremely or
very challenging for them

MHI, 2021

SUSCEPTIBILITY TO SUPPLY CHAIN DISRUPTION VARIES
SIGNIFICANTLY ACCORDING TO THE SHOCK AND THE SECTOR

Rankings of supply chains” exposure to shocks in 2020

 —

Least
exposed Most exposed Pandemic Large-scale Geophysical
cyber attack event

. Medical devices

. Wooden products

. Fabricated metal products

Pharmaceuticals

Food and beverages

Machinery

Agriculture

Electrical equipment

Rubber and plastics

Automotive

Furniture

Basic metals

Chemicals

Glass, cement and ceramics

Semiconductors and components

Aerospace

Textiles

Computers and electronics

. Mining

. Transport equipment

. Petroleum products

. Apparel

. Communication equipment

McKinsey, 2021

COMPANIES ARE TAKING ACTION TO PREPARE FOR CHANGES OVER THE NEXT 10 YEARS

Percentage of companies taking the following actions

Partnering with vendors to better understand applications and business benefits

Piloting new technologies

Increasing investment in innovative technologies

Recruiting for different skills to align with their future requirements

Altering their organisational structure and changing employee incentives to create a culture of innovation

Retraining employees to work with emerging technologies

o LOSSES FROM SUPPLY CHAIN DISRUPTIONS VARY FROM SECTOR TO SECTOR
o Net present value of expected losses over 10 years (% of annual Ebitda)

of global CXOs believe that
there will be future disruptions
on the scale of Covid-19

o
&
©

»
o
g

Deloitte, 2021

42+

the amount companies can
expect to lose of one year’s
Ebitda every decade owing
to supply chain disruptions

McKinsey, 2021 McKinsey, 2021

2020 DISRUPTION PROMPTED MANY BUSINESSES TO INVEST IN PREPAREDNESS

Percentage of organisations that have implemented the following to prepare for disruptive events

Done before 2020 Done in 2020 or in progress

26% 35% 21% 33%

Established a process to Developed greater Dismantled Diversified their supply Diversified their
assess whether their cash transparency and security organisational silos chains by increasing the revenue streams
reserves can sustain them across their supply chains number and variety of

through disruptions vendors and partners

Deloitte, 2021

THE BIGGEST SOCIETAL CHALLENGES FOR THE PRIVATE SECTOR OVER THE COMING DECADE

Percentage of CXOs saying the following problems are critical for businesses to tackle

Healthcare challenges Income inequality Supply chain Resource NEYOE]
42% 3700 problems scarcity harassment

30% 26% 8%

Immigration
Gaps in education, Systemic bias Food insecurity/ and displaced
Climate change skills and training and inequality hunger populations

47 39% 31% 19% 18+

Deloitte, 2021
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RESPONDENTS WHO BELIEVE THAT GLOBAL SUPPLY CHAIN VISIBILITY IS SIGNIFICANTLY OR SLIGHTLY MORE IMPORTANT TO THEIR
ORGANISATION NOW THAN IT WAS TWO YEARS AGO

Nordics

rom fragile

o agile —
ransforming

he supply chain

THE ESTIMATED AVERAGE
ANNUAL REVENUE COST TO
RESPONDENTS” ORGANISATIONS
AS A RESULT OF GLOBAL SUPPLY
CHAIN DISRUPTION

51%
- A—————
The COVID-19 pandemic

average annual revenue cost to
respondents’ organisations in the IT
and technology sector as a results
of global supply chain distribution

in million (USD) 42%

-«
Cybersecurity

With global supply chains pushed to the breaking
point over the last 18 months, companies must
transition from traditional just-in-time processes

to a resilience-first model

FIVE KEY FINDINGS

88

7

of supply chain leaders say visibility
into their global supply chain is more
important now than two years ago

s184m

ayear on average, cost of global supply
chain disruptions for large companies

83%

7

reported that their firm has suffered
reputational harm as a result of supply
chain disruption

66«

7777

are not currently assessing their global
supply chain on a continuous basis

714

777

still use manual methods

Vanson Bourne, 2021

he world has gotten a crash course
0 in supply chain management in

recent years. The question now is
how do we respond? The cold hard costs
and deeply felt impacts of supply chain
disruption have elevated the issue as an
urgent business priority. The hyper-con-
nected nature of the global economy has
meant that, from Covid-fuelled supply
shortages to cybersecurity attacks, when
supply chains are hit the ripple effects
spread fast and far.

So much so that global supply chain
disruptions are now costing large compa-
nies $184m a year on average, according
to a recent study by Interos, the oper-
ational resilience company. Nearly all
(94%) of the 900 senior IT, security and
procurement decision-makers surveyed
reported some negative impact to reve-
nue resulting from supply chain disrup-
tion. They cited a variety of supply chain
risks including cyber breaches, financial
risks and ESG (environment, social, gov-
ernance) transparency issues.

A board-level challenge

Crucially, supply chain shocks don’t just
impact revenue and profitability. They can
also be damaging to public perception and
confidence. 83% of survey respondents
reported that their firm has suffered rep-
utational harm as a result of supply chain
disruption. Meanwhile, corporate boards
are newly focused on what’s happening
behind the dashboards, asking the C-suite
difficult supply questions 20 to 24 times a
year, according to Interos’s research.

“In the past we worked primarily with
procurement and compliance teams. Now
everyone we partner with at companies
are in the C-suite. Supply chain issues are
landing on CEO and board desks more so
than any time during my 25-plus years in
this industry,” says Jennifer Bisceglie,
founder and CEO of Interos, whose
Al-powered platform maps, monitors and
models global supply chains. "But also, for
the first time, ordinary people are talking
about supply chain problems. The Covid-
19 crisis meant they couldn’t get vital
cleaning supplies and toilet paper. That
suddenly made it personal.

“There’s growing acknowledgement that
every business is only as strong as its supply
chain. It’s the fundamental enabler of any
company’s mission, day-to-day operations
and long-term growth agenda. If you look
at what's happening with ESG goals, too,
executive compensation is now being tied
to supply chain metrics. There’s heightened
awareness of just how important these
unseen global networks are to a business.”

Nordics

Interos

Though the fragilities exposed in supply
chains during the pandemic were stark, it’s
important for organisations to realise, and
explicitly acknowledge, that those supply
chains performed how they were built to
operate - short, tight and just in time. The
flaws in traditional supply chain processes,
which significantly lack visibility, were evi-
dent previously, but it took a black swan
event in the form of a global pandemic to
finally break them.

Optimising at “click speed”

Designed for efficiency at the cost of fra-
gility, the breaking of global supply chains
now presents an opportunity to rebuild
them for strength, agility and resilience.
We've seen the extent to which markets
rely on supply chains not just to deliver
products - but to stabilise and secure

22

Average number of times per
year global supply chain risk
discussed at board level

WHICH OF THE FOLLOWING HAS
IMPACTED YOUR ORGANISATION’S
GLOBAL SUPPLY CHAIN OVER THE

PAST TWO YEARS?

3%
Have not experienced any
impact to supply chain

15%

Other trade/
tariff dispute

20%
Brexit

21%

Unethical labour practices

66

The future of the supply
chain is true operational
resilience. That means
pre-planning for
disruptions so that when
the unexpected happens,
you already know how to
respond. The companies
that understand and act
on this intelligence will be
at an advantage

the wellbeing of people’s livelihoods.
Truly resilient supply chains that thrive
in a hyper-connected economy can’t be
achieved overnight, however. Building a
safer and more secure global economy
requires an intellectual, cultural and gov-
ernment policy shift. It must be led from
the top as a board and government prior-
ity with shared responsibility across the
C-suite and national leadership, alongside

investment in the technologies that power
intelligent supply chains.

“Supply chains must be continually opti-
mised at ‘click speed” because that's how
events and customer demand happens
globally. Supplier relationships are exten-
sive, connecting one company to the next

40%

Global
financial
insecurity

37%

o "
Implementation
of GDPR

in Europe

30%

—
Bankruptcy/
liquidity

of supplier

27%
.
Geopolitical events

25%

Natural disasters

24%

S EE———

across multiple layers. Understanding how
to track and leverage that hyper-connec-
tivity as a strength is key,” says Bisceglie.
“Ultimately, these vast networks are a big
data problem. They're not something that
can be analysed by humans any more using
annual surveys or other manual tools. The
solution comes down to artificial intelli-
gence. It's a 24-7 technology with no lag
time that can process large data sets so
organisations can see and pre-solve dis-
ruptive incidents.”

Powered by Al and machine learning,
Interos is reinventing how organisations
manage their supply chains through the
company’s Operational Resilience Cloud.
It can model the entire ecosystems of
complex businesses, down to any single
supplier, into a living global map. By vastly
enhancing visibility across the supply
chain, Interos helps reduce risk and avoid
disruption, while also uncovering new
opportunities for companies to benefit
from supplier relationships.

Mapping the sub-tier

The technology not only continuously maps
sub-tier relationships in an organisation’s
supply chain, but also monitors global
events that might impact their business.

US/China trade disputes

Using Al, it helps organisations understand
who is in their supply chain, the implica-
tions of those relationships, and whether
any actions are required.

“"We do that every day - map, monitor
and model,” says Bisceglie. "The core idea
from an operational resilience perspec-
tive, is to be able to pre-solve or pre-empt
costly disruptions. Over the last 18 months
with Covid, we discovered the true threat
posed by concentration risk, an over-reli-
ance on certain organisations or countries.
It also laid bare the financial instability of
our supply chains.

"You can also look at global cyber
breaches, such as SolarWinds, where an
attack on one rapidly became a breach of
global proportions. Or consider the Suez
Canal crisis, which demonstrated the enor-
mous global impact of a single ship stop-
page. When one of these activities occurs
we need the ability to understand how it
affects our supply chains and what to do,
in real time. The future of the supply chain
is true operational resilience. That means
pre-planning for disruptions so that when
the unexpected happens, you already
know how to respond. The companies that
understand and act on this intelligence will
be at an advantage.”

Bridging the gap

Jennifer Bisceglie, founder and CEO of Interos,
which recently gained 'unicorn’ status following
its Series C funding round, outlines the
importance of diverse leadership

Your company has thrived during a

period of inability. What advice do

you have for other leaders still

working through hard times?

Our success is based on focus. The

company is 17 years old. Like any
startup, we've overcome challenges to
get to where we are. We've always stayed
singularly focused on solving the prob-
lem of transparency in the supply chain
to help organisations pre-solve problems
and create more value from their rela-
tionships. Some entrepreneurs suffer
from ‘shiny penny syndrome’, where

you're constantly distracted by new ways
to grow revenue. My advice is to maintain
focus and have the fortitude to under-
stand you're on the right path and solving
areal problem. When | graduated college,
| was introduced to the nexus of technol-
ogy and supply chain, and | identified a
clear gap. Everyone was focused on tech-
nology within the supply chain and within
the company but not between businesses
themselves. Those relationships have
important implications for who can ulti-
mately access your products or services.
We never lost sight of that gap.

As one of the few female founders who

has built a unicorn business (valued at

over $1bn), what would you say to other

women aspiring to that success?

I'm a big fan of the saying 'if you

can see it, you can be it". The fact
that Interos was able to achieve unicorn
status comes down to two things. One is
realising this is just the beginning of our
journey. It's certainly not the end. Being
a unicorn comes with significant respon-
sibility to build and grow your valuation.
The second thing, for the leaders coming
after us, is now you know it's possible.
Surround yourself with true believers in
the mission and appreciating the fact
that this can happen to you is important.
I just wanted to be the best leader, female
or otherwise. | truly believe that we all
have that opportunity.

What should other tech companies
be doing to bridge the gender gap?
We're seeing different countries
and companies globally passing
laws to enforce diversity benchmarks,
which is positive. These actions must be
purposeful and supported by defined
tracking processes. | believe if you can't
find the right candidate for a role, you

should be thinking about how to create
a pipeline, outside of your traditional
channels if necessary, so you can edu-
cate, elevate and mentor the diversity
into that role. There are multiple ways to
get at diversity and it can't simply be a
compliance activity. Diversity of people,
experience and thought strengthens
companies and drives innovation. It's an
ongoing goal, not a one-time activity. It's
incumbent on all of us and it's something
we take very seriously at Interos. We
have a target of a 50-50 gender split by
2025. We measure that in our quarterly
board meetings. Even though we're not a
big company we believe in it and have set
that mandate.

What are your thoughts on the

growing concerns over ethical

supply chain behaviour - are we

really poised for change?

We're starting to see change, not

least because there are now execu-
tives in listed companies whose compen-
sations are directly tied to ethical supply
chain behaviour. We're seeing that top-
level story in the press, but | think the
follow-up audit and execution still needs
to be reported on. It's moving in the right

66

Diversity of people,
experience and thought
strengthens companies
and drives innovation.
It’s an ongoing goal,

not a one-time activity

direction, however. | also think it's inter-
esting, as you look around the world, that
different regions define it differently.
In EMEA we typically see emphasis on
carbon footprint. In Africa, child labour is
a chief concern. And in the United States
it’s more focused on supplier diver-
sity. Giving different regions the power
to make an impact is so important, and
measuring and reporting their gains is
just as essential.

We're also seeing progress when com-
panies are ready to go public. Ethical
supply chains are no longer given passing

mentions in 10-K filings; it’s something
companies analyse and report out. Supply
chains become a source of competitive
advantage as companies invest in them.
There’s increasing exposure at the retail
level as well. Many websites, especially
consumer sites, allow people to under-
stand the exact provenance of a sneaker
or their coffee beans. Think about how
that empowers them. They're able to
drive ethical sourcing and supply chain
transparency by buying into companies
who prioritise it. We're going to see much
more of this transparency underpinning
company reputation and performance in
the future.

Supply chain disruptions cost organisa-
tions an average of £134 million annually.
For more information on how you can
eliminate this cost, reduce risk, avoid
disruptions and achieve superior enter-
prise adaptability, visit Interos.ai

) interos
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Battersea Power Station
and INFORM keep
London’s roads free

of traffic jams

Battersea Power
Station deploys
intelligent planning
software to manage
logistical challenges
of £9bn project

attersea Power Station has
been a London landmark for
90 years. Decommissioned in

1983, the Grade II*-listed power station
in the heart of London has adorned
the front covers of music albums
such as Pink Floyd’s Animals and been
the backdrop for many films and TV
series, from Hitchcock’s Sabotage to
the BBC’s Sherlock. Today, Battersea
Power Station is at the centre of one of
the largest and most impressive devel-
opment projects in Europe.

Since 2012, Battersea Power Station
Development Company (BPSDC) and its
shareholders have been transforming
the 42-acre site - the size of 24 football
pitches - into an exciting new riverside
destination for London that will provide
4,239 new homes, shops, restaurants
and cafés, as well as office space, leisure
and fitness facilities, a hotel and more
than 19 acres of public space. 2021 is
the most exciting year yet in the devel-
opment's history as the countdown to
opening the Power Station's doors to
the public next year begins. The Grade
II* listed building's first residents moved
into their homes in the Spring, retailer
and office occupiers will begin fitting out
their spaces in the coming months and
Battersea Power Station's new under-
ground station will open in autumn 2021
as part of the Northern line extension,
bringing Battersea within 15 minutes of
the City and the West End.

Decision-making software in logistics
The Battersea Power Station develop-
ment is structured into eight phases,
each designed by world-renowned
architects, with an overarching strat-
egy across all phases. In addition to
the restoration of the Grade II*-listed
power station and the reconstruction
of its four iconic chimneys, several
buildings will be completely new. As a
result, the logistics of the construction
project are extremely complex.

With up to 400 trucks arriving daily
with tools and materials for the site,
it is vital to ensure work can continue
smoothly across every phase of the
project. Moreover, the material must
always be delivered to exactly the right
loading point in line with requirements.

For this reason, the project
deployed intelligent logistics system
SYNCROSUPPLY from optimisation spe-
cialist INFORM to manage traffic and
loads, as well as to save London’s streets
from potential traffic jams caused by the
10,000 trucks registered each month.

BATTERSEA POWER
STATION DEVELOPMENT

£9bn

project

42acres

on the south bank
of the Thames

construction phases

4,239

new homes being created

9"‘ acCres

of public space

Demands on logistics

The biggest challenge was to opti-
mally use the gates, loading points and
resources of the construction site to
prevent traffic jams. Previously, impor-
tant planning data from carriers, sup-
pliers and construction companies
all needed to be centrally managed.
Additionally, the layout of the con-
struction site changes every week as
construction progresses.

In the past, delivery traffic was only
planned up to the gate. It wasn’t pos-
sible to account for whether a spe-
cific loading point on the construc-
tion site was occupied or whether
the right resources, such as cranes,
lifts or other construction site equip-
ment, were available to unload a truck’s
load. With the enormous number of
daily deliveries and the distribution
of responsibilities among the various
construction companies, the individ-
ual schedulers could no longer manu-
ally monitor whether it made sense to
deliver a truck at a specific time, what
freight was needed where, or what
throughput times could be expected
when. However, the tight and varying
space conditions on the construction
site do not allow for errors.

"The INFORM system was selected for
its ability to transcend construction
deliverables into an operating campus
and is now being utilised to complete
the programme of works, while manag-
ing our retailer and residents’ delivery
requirements in this new mixed-used
destination for London,” says Duncan
Pickard, head of programme manage-
ment and delivery at BPSDC.

“Using the system at Battersea Power
Station has enabled us to match lifts,
hoists and cranes to each delivery and
review the optimisation of each.”

SYNCROSUPPLY offers two comple-
mentary modules: time slot manage-
ment and truck supply control. Both
employ intelligent decision-making
algorithms based to optimise business
processes within seconds. The former
enables forwarding agents to book time
slots via a central online platform.

The software provides dispatchers
complete transparency about which
trucks and loads will arrive where and
when, and about the capacity utili-
sation of the resources required for
unloading at that time. The system also
stores information on when materi-
als are to be delivered. After all, some
orders must be placed months in
advance and adapted to the require-
ments of the different construction
phases. Even the weekly updated con-
struction site plan is integrated into the
platform and can be consulted for the
purpose of planning. By means of the
integrated network editor, the planners
can independently add or disable plan-
nable loading points at any time.

Time slots can be accepted accord-
ingly or, if required, allocated auto-
matically according to the availabil-
ity of resources. These include freight
elevators or more than 15 cranes, each
of which has its status recorded in the
system. To avoid traffic jams or obstruc-
tive allocations, only those that stick to
the plan are admitted to the site.

“This is how we can provide BPSDC
with planning security and full trans-
parency regarding supply traffic,” says
Matthias Wurst, director manufacturing
logistics systems at INFORM. “Our time
slot management helps to coordinate

Brendan Bell

SITE LOGISTICS

Up to

400

inbound trucks daily

10,00

trucks registered each month

15-

cranes

non-construction traffic around the
development site. We also assign opti-
mised time slots for deliveries to retail-
ers already located in the area, private
moving traffic of new residents and
parcel services, so that all stakeholders
will reach their destinations as desired.”

Dealing with any disruption

But any plan is only as good as the flexi-
bility needed to deal with everyday dis-
ruptions. This is what SYNCROSUPPLY’s
intelligent truck supply control is for.
If forwarding agencies report a delay,
within seconds the system can take
these deviations into account, recal-
culate suitable parking and unloading
locations, and inform all parties involved
about the changed circumstances.

In the future, the data on throughput
times and the duration of the unload-
ing process will be used to further opti-
mise planning.

There is also a requirement to
document CO, emissions from the
many construction site vehicles.
SYNCROSUPPLY helps by using data
about the vehicles, freight, distances
and driving hours to calculate the
emissions caused by each trip.

Several other requirements are also
in place in the UK, such as the national
standard Construction Logistics and
Community Safety (CLOCS) and the
voluntary Fleet Operator Recognition
Scheme (FORS).

With a peak of 140 vehicles per hour
accessing the site via two, short, public
feeder roads, traditional delivery man-
agement systems that merely sched-
uled gate times were inadequate.
SYNCROSUPPLY has proven to be a pow-
erful tool at Battersea Power Station
that virtually eliminated on-site delays
and significantly improved the flow of
materials to the points of use despite
high demand and limited vehicle access.

For more information please visit
inform-software.com

NINFORM

SUSTAINABILITY

The greener mile

The final stage of delivering a product to the
customer is troublesome from an environmental
perspective, particularly in urban areas, but
eco-friendly solutions are being developed apace

Chris Stokel-Walker

e have become a nation of Veruca
Q Salts since the Covid lockdowns

forced us into etail therapy. More
than a quarter (26.1%) of the UK’s retail
sales went through digital channels in
June, according to the Office for National
Statistics — and, when we buy online, we
tend to adopt Salt’s refrain from Charlie
and the Chocolate Factory: “Don’t care
how, I want it now.” Next-day, if not same-
day, delivery has become an expectation
rather than an optional extra.

This level of demand affects every part
of the supply chain, but the most obvious
impact is felt in the last mile of the deliv-
ery process. Our already congested towns
and cities have become even more clogged
with oversized vans, doubled parked or

THE NUMBER OF DELIVERY VEHICLES
1S ON THE RISE

Forecast percentage increase by 2030

36%

Delivery vehicles on
the road in the top
100 cities globally

32%

Exhaust emissions
from delivery traffic

21%

Road congestion
caused by
delivery traffic

World Economic Forum, 2020

idling on yellow lines as couriers race to
drop their cargo before the next traffic
warden appears.

In a report entitled The Future of the
Last-Mile Ecosystem, the World Economic
Forum warned that, in order “to satisfy
customers’ ever-rising desire to buy prod-
ucts online, without any intervention, the
number of delivery vehicles in the top 100
cities globally will increase by 36% until
2030. Emissions from delivery traffic will
increase by 32% and congestion will rise
by over 21%.” Given that it was published
in January 2020, this grim forecast does
not even take the pandemic’s considera-
ble impact into account.

Despite the clear ecological ramifica-
tions, consumers are unlikely to lose the
taste they have acquired for fast etail.
More sustainable solutions are therefore
required to ensure that our demand for
convenience doesn’t cost the Earth.

“This is a complex problem that links
back to the high number of motor vehicles
inurban areas,” says Dr Ersilia Verlinghieri,
senior research fellow at the University of
Westminster’s Active Travel Academy.

A report that she co-wrote for environ-
mental charity Possible in August 2021
proposes replacing delivery vans, 96% of
which are diesel-engined, with electric-
ally assisted cargo bikes to reduce con-
gestion, increase delivery efficiency and
improve air quality. It estimates that an
e-bike’s lifetime carbon footprint is no
more than 12.5% that of a diesel van.

Raleigh, one of the world’s biggest bike
manufacturers, offers a range of electric
bikes called Stride E-Cargo. Their batter-
ies can provide 40 miles’ worth of assis-
tance to the rider’s pedal power on one
charge, which takes less than five hours.
The most capacious model in the range,
priced at £5,950, is a trike with a 9001 box
over its front wheels that can carry up to
100kg of cargo.

Although Raleigh has only recently
launched these products, its MD, Lee
Kidger, noted when he unveiled the new
range in July that 100,000 electric cargo
bikes had been sold in Germany over the
previous year.

DHL’s delivery arm is adopting e-bikes
in pursuit of its goal of achieving net zero
carbon emissions by 2050.

“Providing an efficient last-mile deliv-
ery service requires a careful balance of
cost, speed and environmental impact.
In the city centre, there is a need for deliv-
eries to be greener and also quieter, as
they pass through built-up areas,” says
the company’s CEO in the UK and Ireland,
Ian Wilson. “We are reducing the number
of vehicles on the road by replacing them
with an environmentally sound alterna-
tive that’s fast and efficient too.”

Among other initiatives to reduce its
environmental footprint, DHL has started
a riverboat parcel-delivery service that
uses the Thames as a congestion-free
route through central London.

The company and several of its rivals
are also investing in electric vans. These

still form a tiny proportion of the UK’s
total van population, but they look a surer
bet than some of the more out-there vehic-
ular concepts, such as drones. Amazon’s
Prime Air arm started developing these in
2016 but it was recently closed, with the
loss of more than 100 jobs.

Other delivery vehicles that don’t clog
up the roads include the six-wheeled
robots, designed by US company Starship
Technologies, that the Co-op is trialling
in Milton Keynes and Northampton. The
supermarket chain’s objective is to have
more than 300 of these semi-autonomous
devices travelling footways around the
country by the end of this year.
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Providing an efficient
last-mile delivery service
requires a careful balance
of cost, speed and
environmental impact

Tackling the last-mile challenge has also
required delivery companies to rethink
where certain facilities are best located.
For instance, Verlinghieri says, “having a
consolidation centre on the outskirts of a
city, where goods can be dropped off by
large commercial vehicles and passed on
to electric vans or bikes, is an option”.

DHL’s approach has been to create more
pick-up and drop-off points closer to its
customers, as Wilson explains: “To meet
the requirements for more flexibility in
the last mile, we’ve installed a large num-
ber of service points and lockers across
the UK where parcels can be collected or
returned at the customers’ convenience.”

These so-called micro-fulfilment cen-
tres - several of which are repurposed
inner-city shops that have lain dormant
during the pandemic - can have a macro
effect on last-mile emissions. A new report
by Accenture, The Sustainable Last Mile,
estimates that their use in London could
cut the capital’s delivery traffic by 13%
before 2025. Customers must still visit
their local centre to collect purchases, of
course, but their journeys should be so
short that a large proportion can be made
on foot or by bike.

It’s clear to Kidger that the last-mile
problem requires a multi-pronged, colla-
borative solution.

“I don’t think that cargo bike manu-
facturers can manage that alone,” he says.
“Teaming up with logistics companies,
which understand where hops [between
vans or bikes] need to be to get that last
mile right, will be vital.” ®
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The supply chain silver
linings playbook

The supply chain has had more than its fair share of challenges over the
last 18 months, but Lynn Torrel, chief procurement and supply chain officer

at Flex, says there is still much to be optimistic about

or supply chain professionals, it has
been a challenging 18 months.
A myriad of issues has plagued

the global supply chain, including obvious
obstacles like the pandemic, chip short-
ages, and extreme weather, as well as not-so-
obvious issues, such as shipping container
shortages. Global supply chain teams have
worked tirelessly to ensure material is avail-
able so products can be built, shipped, and
available to purchase with minimal disrup-
tions to the consumer.

Supply chain professionals have the unen-
viable task of making this happen while man-
aging a highly fluid global environment that
evolves daily. It’s been challenging to say the
least, but global supply chains will emerge
revitalised, optimised, and more resilient in
the long term. It might be difficult to think
this is possible as the industry struggles to
“survive the day,” but there are transform-
ative changes happening behind the daily
chaos that will shape the world of business
for decades to come.

The past 18 months have demonstrated the
critical value of supply chain management
strategies to global businesses. Over the past
decade, the industry leaned out the supply
chain to improve working capital velocity but,
in doing so, made it so brittle that minor dis-
ruptions caused shockwaves. A giant boulder
was dropped on everything in 2020, and it
was so impactful that it forced supply chain
professionals to reevaluate many strategies
that they had built and implemented.

But it is not just supply chain profession-
als going through a reevaluation process.

Executive teams and boards of directors are
doing the same thing and understanding the
critical role supply chains play in the suc-
cess of a business. Fortunately, as a diver-
sified manufacturer, Flex has always under-
stood the critical role the supply chain plays
in both our and our clients” success. These
past 18 months have also shown our clients
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Supply chain professionals
would be wise to heed
Winston Churchill's advice,
*If you're going through
hell, just keep going’

that supply chain operations are a compet-
itive differentiator. Supply chain profes-
sionals now have a seat at the table from the
very start because it is understood that how
materials are sourced and supplied are just
as critical as how the end products are man-
ufactured and delivered.

We've spent the last decade learning how
to manage global supply chains, primarily
with Asia as a central hub. Beginning last year,
many industry leaders predicted that the

volatility of worldwide supply chains would
lead many businesses to implement region-
alisation initiatives. The logic was that com-
panies want to build products closer to their
customers to reduce freight and logistics
risk. Our team has seen this already begin to
happen with a few clients in a couple of mar-
kets. We expect to have conversations with
many more clients in the months and years
to come as they look for ways to minimise risk
and speed up production.

It’s not an easy decision for most busi-
nesses. Supply chain professionals can’t
simply snap their fingers and relocate their
entire manufacturing, assembly, and freight
operations to another region. A significant
amount of time and money must be invested
to analyse if a regionalised supply chain
would deliver value over time. There are also
many additional variables, including con-
straints on cost and labour availability and
the organisation’s ability to manage the com-
plexity of the transition and ramp up without
disturbing overall production. In the end,
a return to a decentralised regional supply
chain could remove layers of complexity and
improve time-to-market, but there will also
be cost increases.

What a time to enter the workforce for
the graduation classes of 2020 and 2021! As
entry-level supply chain professionals take
their first jobs, these historically adverse
times will provide a substantial test of their
aptitude and stamina. At Flex, we're seeing
our team rise to the challenge for our clients
and flatten their learning curves to keep up.
We're living through an event whose impact
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will reverberate for generations, and these
recent graduates are in the trenches with
experienced leaders to develop creative
solutions for supply chain challenges.

A big reason why these entry-level pro-
fessionals ramp up so quickly is because of
businesses’ ability to offer remote onboard-
ing and training. Rather than traveling to a
manufacturing site, see the manufactur-
ing processes, and gain a thorough under-
standing of the supply chain’s role, trainees
now dive into online training courses from
the comforts of their home office. Similarly,
remote work enables supply chain leaders
to provide advanced learning sessions to
highlight current difficulties their teams are
working through or other lessons with real-
world applications. All hands are on deck, so
it’s a great time to enter the field.

I’ll admit that one of the things that con-
cerned me early last year was how my job
would translate to a remote environment. |
had just joined Flex, regularly traveled to our
major facilities and held in-person town halls
to familiarise myself with our global work-
force. That all stopped when international
travel was eliminated to help reduce risks.

While facetime and touring facilities are
critical components of my job, the ease and
efficiency of video meetings and remote
work have opened my eyes. In many ways,
relationships with my colleagues, suppliers,
and customers strengthened while work-
ing from home. Rather than meeting once
a quarter for an in-person meeting, supply
chain professionals meet with their peers
multiple times a week to help and support
one another.

This last part is especially vital as we nav-
igate through this global crisis. Supply chain
professionals leveraged video meetings to
aggregate and manage significant issues
quickly. As we've seen, each country has
had its unique challenges containing Covid-
19 outbreaks and managing its vaccine roll-
out. These changes had immediate impacts
on the supply chain and required frequent
collaboration between cross-continental
teams. Working so closely together creates a
more collaborative and transparent working
environment that is critical to success.

This global supply chain stress test is iden-
tifying weaknesses in our systems that likely
wouldn’t have emerged otherwise. Intelligent

supply chain professionals are staying
positive and using these challenges as an
opportunity to find new solutions to emerge
wiser and more robust than they ever
thought possible.

Supply chain professionals would be wise
to heed Winston Churchill's advice, "If you're
going through hell, just keep going.” It can
be difficult to see the light at the end of the
tunnel during a tumultuous time, but if you
step back and look at the past 18 months you
can see organisations have implemented new
technologies and policies that will power
their businesses for years to come.

Find out more about Flex’s supply chain
expertise at flex.com/supply-chain
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How to find
the right mix
of people and
technology in
supply chains

Automation brings many benefits, but human
expertise remains crucial for success in logistics

Maria Highland

or many people in the UK, the past
e 18 months have largely comprised

working remotely, shopping online
and watching lots of Netflix shows. Each of
these activities is made possible by digital
technology, which shapes a wider theme of
this period: digital transformation.

US firm Coyote Logistics recently pub-
lished a research report entitled Supply
Chain Automation in a Post-Covid World:
how to balance people and technology in
logistics operations. Unsurprisingly, this
revealed that the Covid crisis accelerated
the sector’s adoption of digital technolo-
gies in 2020. But it also found that both
shippers and carriers were relying more on
human expertise than they had been the
year before. In 2019, shippers had told the
researchers that the ideal balance between
people and technology was 39:61, while
carriers had said that the ideal was 41:59.
In 2020, the balance shifted to 42:58 for
shippers and 44:56 for carriers.

While neither change is big, they speak
volumes about a period in which digital
technology has come to the fore in many sec-
tors. It’s clear that supply chains need more,
not less, human expertise than they did.

The research also confirmed that, while
shippers have been adopting more digital
technology, not all aspects of supply chain
operations can be automated effectively, as
there are still areas where people excel.
When asked which tasks were best per-
formed by humans alone, the shippersin the
study cited communicating with customers

and logistics partners, followed by resolving
delivery problems and obtaining quotes.
When carriers were asked the same ques-
tion, their three “top people tasks” were
resolving delivery problems, load schedul-
ing and communicating with brokers and
logistics partners.

Overall, the report confirms that logistics
and supply chain leaders want the best in
both technology and human skills. If supply
chains are to succeed, the right balance
must be achieved between the two.

The main problem caused by an over-
reliance on technology is that, when some-
thing does go wrong, skilled people are
required to solve the problem. As Ronald
Binkofski, president of Honeywell’s opera-
tions in central and eastern Europe, notes:
“Manual labour can have its advantages
over a complete reliance on technology. For
example, if a machine breaks down, a whole
system could go down with it, resulting in
a bigger disruption.”

Full automation doesn’t equal success
and, more often than not, a successful sup-
ply chain operation combines people and
technology to the best effect. Although
technology has brought huge benefits to
supply chains, particularly in managing
disruptive events, it is the people who use it
that play the key role.

“Technology provides essential data vis-
ibility, but it is the highly skilled profes-
sional, who understands that information
and makes changes, that’s so valuable for
building resilience,” says Philip Roe, chief

customer officer and strategy director for
the UK and Ireland at DHL Supply Chain.
“Data is nothing if it cannot be understood
and applied by people.”

In aninterview with management consul-
tancy Oliver Wyman in October 2020, Lynn
Wu, associate professor of operations, infor-
mation and decisions at the University of
Pennsylvania, noted that technologies such
as machine learning cannot always distin-
guish causal links from mere correlations.

For instance, Google’s now-defunct Flu
Trends service was good at predicting out-
breaks to start with, but over time its search
results included words such as ‘basketball’,
which had nothing to do with influenza,
apart from the fact that the NBA season
began at about the same time of the year
that flu outbreaks tended to start in the US.

“You see lots of that in decision-making
as well — something seems plausible, but it’s
a spurious correlation,” Wu said. “In a state
of uncertainty, you need to be sure that A is
really causing B, not just that A is correlated
with B. Human judgement will always be
involved when you use data to make impor-
tant decisions.”

Technology has become vital in helping
supply chain managers to meet a seemingly
never-ending list of demands, according to
Christine Barnhart, senior director of prod-
uct and market strategy at Infor.

“Software or applications are really built
to support employees, making it easier for
them to access data, glean insights, make
decisions and observe outcomes,” she says.
“Decision-makers don’t have time to mine

Klaus Vedfelt via Gettylmages
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Technology provides
essential data visibility,
but it’s the highly

skilled professional,

who understands that
information and makes
changes, that’s so valuable
for building resilience

PERCEPTIONS OF THE IDEAL BALANCE BETWEEN PEOPLE AND TECHNOLOGY
IN SUPPLY CHAIN MANAGEMENT HAVE SHIFTED SINCE THE COVID CRISIS

Percentage weighted to technology and people

® 2019 @ 2020

People

For shippers

For carriers

Technology

Coyote Logistics, 2020

their own data or perform detailed analyses,
but they need their employees to have this
access and ensure trust in the results and
the insights or recommendations provided.”

It’s therefore crucial that supply chains
have the right tools. By cutting the amount
of time required to perform tedious jobs,
such as data entry or sifting large data sets,
they free people to focus on more pressing
and valuable tasks.

“The focus is not on replacing humans
with machines but on taking on non-value-
adding and/or cumbersome activities, so
that people can devote more of their time to
complex decision-making,” Barnhart says.

Previously the industry’s focus was on
agility, efficiency and achieving maximum
value at minimum cost. But today’s volatile
world has shown that adaptability and quick
thinking are what drive successful supply
chains. This new way of operating signals
the need for supply chain leaders to adapt
and demonstrate new skills.

“To make rapid changes to an organisa-
tion in order to manage disruption, collabo-
ration and communication, it’s essential to
bring people along with you,” Roe says.
“You have to be able to plan in a collabora-
tive manner with your partners, customers,
authorities and maybe even competitors to
achieve the outcome you want.”

Likewise, in the increasingly data-rich
world of supply chains, exception manage-
ment and a deep understanding of data are
key, he adds. As much as technology can do
for us, it is not what’s behind decision-
making during periods of great disruption.
A resilient supply chain requires human
adaptability and foresight.

“Imagination is an incredibly powerful
tool,” Roe says. “It not only enables you to
plan for disruptive events; it’s also more
likely to grant you the ability to work at
speed and be adaptable.”

Binkofski believes that, to create resilient
supply chains, leaders need to “embrace
the right technologies for their businesses’
needs and ensure that these are seamlessly
integrated across their operations along-
side their employees. Such a holistic strat-
egy will ensure that their businesses remain
as resilient as possible.” ®
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Five ways to

better manage

supply chain
disruption

These practical insights from experts in
the field will help in case of future crises

Oliver Pickup

Don’t focus on cost alone

he countless stock delays and
0 shortages over the past 18

months - caused mainly by a
lack of readiness for pandemic-induced
disruption - have, for the first time in
decades, called into question the run-
ning of lean supply chains designed to
boost efficiency and profitability.

They have laid bare a complex and
fragile system that “has ultimately
morphed into an investment plan
focused on quick fixes and last-minute
saves”, according to Patrick Van Hull,
industry thought leader at Kinaxis, a
global supply management company.

Malcolm Harrison, group CEO of the
Chartered Institute of Procurement &
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Supply, agrees that many companies
had seemingly dialled up their risk in
the hunt for greater financial rewards.

“Ensuring resilience and achieving
value have always been the overarch-
ing objectives for procurement and
supply professionals,” Harrison says.
“Focusing on cost alone is a risky strat-
egy for any organisation. For decades,
we have had strong, lean and some-
times single-sourced supply chains
working so efficiently that we have
hardly noticed them.”

The pandemic, he says, has encour-
aged supply chain managers to renew
their focus on multi-supply strategies,
local sourcing and best value in the
supply chain, which may entail working
with competitors.

Investin technology

Dr Dirk Holbach, chief supply chain
officer for laundry and home care at
Henkel, says it has been a tremendous
advantage to his company that its digi-
tal transformation was well under way
before the pandemic struck.

He adds: “The real-time visibility
along our supply chain, which is a result
of deploying Industry 4.0 technologies,
has allowed us to focus on the right chal-
lenges and make the best decisions.”

Van Hull points out that companies
which were investing in their digital
transformation before the Covid crisis
were already financially outperforming
the industry average. They have surged
further ahead of their rivals over the
past 18 months.

“These types of results present a sig-
nificant opportunity for supply chains,
which have historically struggled with
translating digital transformation and
operational capabilities into financial
success,” he says.
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Nurture supplier relationships

While investment in technology is vital
in increasing supply chain resilience,
old-fashioned human conversations to
solve problems are just as important
whenever disruptions strike. Develop-
ing a good relationship with a supplier
will build mutual trust that can be
cashed in when required, whether it
buys favourable prices, shorter lead
times or extra stock.

And, just as the adage suggests, a
problem shared is a problem halved.

“Embrace collaborative supply chain
risk management,” advises Dr Alireza
Shokri, associate professor in operations
and supply chain management at
Northumbria University. “Invest time in

Luis Villasmil via Unsplash

a collaborative culture, build trust and
use these relationships to strengthen
prevention and mitigation strategies.”

Shelley Harris, commercial director
of IPP, a provider of pallets and boxes
across Europe, agrees. “Our partner
relationships are key, helping us to face
new challenges as well as to work as
efficiently and productively as possi-
ble,” she says.

The strength of its supplier relation-
ships has enabled IPP to continue
fulfilling all of its delivery obligations
despite the problems the wider industry
is facing, particularly driver shortages.

“We are stronger because of our long-
standing relationships,” Harris says.
“As a result, we have seen a minimal
impact on our operations.”

Improve transparency

The most effective approach to man-
aging disruption is to develop a deep
knowledge of your supply chain and be
transparent with information, accord-
ing to Harrison.

While doing this requires the right
technology, as businesses have had to
operate more efficiently in the digital
space with more automation, the pro-
cess starts with understanding all the
various tiers of the supply chain.

“Achieving transparency across all
these tiers is a challenge,” he acknow-
ledges. “But such visibility contributes
value, in that it [helps to] remove fraud
and other corrupt practices. It also
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[helps businesses] to look for signs of
modern slavery among their suppliers.”

Harrison stresses the importance of
determining how robust both your
suppliers and their suppliers are. Trans-
parency helps a business to identify
risks — for example, if a component is
being sourced from a single location —
and to track shipments.

Van Hull concurs. “Increased trans-
parency is highly desirable. It enables
supply chains to sense disruptions and
respond quickly,” he says. “It is even
more useful when it’s tied to financial
outcomes, such as reduced inventory
and cash buffers, improved capacity
utilisation and the lower-cost resolu-
tion of demand-supply mismatches.”

Michael Longmire via Unsplash
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Getthe training right

Training is vital in maximising the
potential of technology, according to
Holbach, who adds that empowering
local teams and using their expert
knowledge will strengthen the supply

chain. They will highlight potential
problems early, giving the network a
better idea of where to seek help with
routing or stock if that’s needed.

“We’ve had to react with agility dur-
ing the pandemic. That’s been possible
only because we trust our teams world-
wide,” he says. “It has created the free-
dom to act fast, find the best solutions
and keep our customers supplied with
essential products.”

Holbach believes that a progressive
approach to training starts from the
top of an organisation. “Leaders should
never stop learning,” he says. “To pre-
pare for the unknown, you need to have
the right mindset when confronted
with new and difficult situations.”

Harrison echoes this point, saying
that supply chain professionals need to
equip themselves with the right skills
and commercial judgement. This can be
achieved only through training, which
means keeping up to date with their
continuing professional development.

“This pandemic has shown that you
need to invest in both technology and
people to ensure supply chain resili-
ence,” he says. “Then we will manage
better through the next global shock.” ®
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critical than ever

Gain real-time visibility across
your end-to-end supply chain by
connecting data into a “single source
of truth” with streamlined business
processes through Al/ML automation.
This will enable actionable insights
for better decision-making, improve
the customer experience, and
increase business success.
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Digital learning
powers supply
chain resilience

David Rajakovich, CEO of Skill Dynamics,
a supply chain and procurement elLearning
provider outlines how to close the skills gap

Why have supply chains

become more complex?

Overaperiod of decades, globalisation

has transformed supply chains. More
and more complexities have been intro-
duced to the extent that, for many products,
it’sno longer even possible to determine the
country of origin, given that a single prod-
uct could be made of components from
every continent. In more recent years, the
rise of ecommerce and omnichannel retail
has added further complexity to the supply
chain, as customers now expect products
fitting their specific needs to be shipped to
them across the world and delivered within
just a couple of days.

What impact did the Covid-19

pandemic have on supply chains?

It amplified the risks associated with

such complex supply chains. For
large companies, supply chains should
be considered less of a "chain” and more
like a dynamic, interconnected network.
A problem at any node in the network
can spell disaster. The pandemic exposed
the over-reliance on certain locations as
sources of critical products and compo-
nents. The microchip crisis, for instance,
was triggered at the start of 2020 when a
Covid lockdown in China prevented work-
ers from getting to critical microchip
factories. It quickly led to a sequence of
events illustrating the classic bullwhip
effect - shortages followed by panic order-
ing which caused more shortages.

How important is digitalisation to
creating more resilient supply chains?
Very important. The value of tech-
nologies like the internet of things
and blockchain has become clearer, with
the urgent need for greater end-to-end
traceability in supply chains, as well as

ethical sourcing. The internet of things is
also a key enabler of supply chain visibil-
ity through control towers that allow real-
time mitigation of supply chain risks. Digital
supply chains are more agile, which is cru-
cial to future-proofing from further disrup-
tion. However, it’s important to recognise
that technology in itself cannot deliver a
truly digital supply chain. There is a skills
gap in supply chain professionals who are
required to operate and configure technol-
ogy which will enable effective digistation.

How can organisations

fill this skills gap?

There are three key levers that enable

high-performing supply chain organ-
isations - people, process and technology
- and people is by far the most important.
Particularly in these times of increasing
supply chain complexity, we need people
with the skills to build effective processes
and optimally use the technology, but the
global shortage in such talent is driving up
salaries, making recruitment very expen-
sive. The answer lies in upskilling. Those
that grew up in your business, when armed
with the right skills, will be most effective
in improving your resilience. And organisa-
tions with the most skilled people will win
in this environment.

How is Skill Dynamics supporting
organisations in this crucial area?
Everyone in the supply chain func-
tion needs to contribute to identifying
and mitigating risks, so at Skill Dynamics we
help organisations upskill their entire supply
chain department, not just the top manag-
ers. Our role-based training not only equips
people for what is required for their specific
job, but also gives them the understanding
of how their role contributes to organisa-
tional objectives. When people understand

the wider environment, with digital learning
suited to their level of experience, they can
operate more effectively and contribute to
the organisation’s objectives.

Why is digital learning more impactful

than classroom or blended learning?

Firstly there are the obvious advan-

tages of digital - namely the agility
to release fresh content at speed, and the
tracking and measurement of skill devel-
opment and talent progression. The other
key benefit is consistency. Classroom train-
ing quality is highly variable as it depends
on the individual trainer, which can even
be impacted by how they're feeling on
that particular day. Not only that but, in a
classroom, everyone gets the same level of
learning, which means while it’s probably
pitched correctly for a third of the room,
for the other two-thirds it’s either too
advanced or too slow-paced.

Through high-impact digital learning, we
can personalise learning for each individ-
ual and provide a consistently excellent
learning experience. We spend the time in
development to get all the real scenarios
just right, so it’s always the best possible
version of a course. People learn much
better when they continuously revisit and,
crucially, apply the learning. Upskilling
your people with digital learning is the
only way to adapt your supply chains faster
than the competition.

For more information, visit
skilldynamics.com
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Data at the heart of
supply chain resilience

The pandemic exposed worrying fragilities in global supply chains,
creating an urgent need to embrace a more intelligent approach
which eliminates data silos and increases visibility

he severe circumstances of
the Covid-19 pandemic forced
organisations to reflect on the

processes that are yet to reach digital
maturity, holding supply chains back. The
sudden shift in consumer demand, cou-
pled with lockdown-related production
outages, created a highly visible supply
crisis documented by images of empty
shelves in shops. Less visible impacts were
felt even harder by businesses.

Despite their best efforts to adapt as
best as they could, the lack of visibility and
flexibility within supply chains was already
so deeply entrenched that delays were
almost impossible to avoid. Fragmented IT
infrastructures, over many years, have cre-
ated data silos that prevent ready access
to critical information when it matters.
An inability to make informed decisions
quickly, based on the most up-to-date
information, hinders organisations from
responding to sudden supply issues or
changes in demand, leaving companies
scrambling during times of disruption.

“There has been significant supply dis-
ruption in both the first mile and last
mile of demand fulfilment,” says Mark
Holmes, senior advisor for supply chain at
InterSystems, a leading provider of data
technology. “Keeping manufacturing up
and running has been incredibly challeng-
ing, as well as rebalancing inventory to
meet customer demand through dramatic
changes in buyer behaviour. The shelves
have often been either bare or not the typ-
ical products we like to see.

“All of this has highlighted the inadequa-
cies of a linear non-digital supply chain,
as well as inefficiencies in predicting and
managing the impact of constraints in the
supply chain. These inadequacies were
always there but have been exposed by the
pandemic. Companies need actionable

insights in a more collaborative and dig-
ital supply chain. The only way to get out
of firefighting mode is to really accelerate
digital transformation and improve supply
chain visibility.”
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Putting data at the heart
of supply chain resilience
allows a company to
orchestrate disruption and
constraints of supply and
demand within the supply
chain to meet fulfilment in
a predictive manner with

a high degree of accuracy

In a recent InterSystems survey of retail,
consumer packaged goods and manufac-
turing organisations, 83% of respondents
said the pandemic worsened their tech-
nology-specific supply chain challenges.
The most prevalent problem is the lack
of flexibility in existing processes, cited
by 43% of supply chain professionals, but
many are also experiencing other data-re-
lated issues, including a lack of access to
current data and accurate end-to-end
visibility, and difficulties performing ana-
lytics and integrating and normalising dis-
parate data.

All of these challenges existed long before
the Covid-19 crisis and will continue to cause
problems when the pandemic finally ends, if
organisations don’t improve their data man-
agement and overall supply chain visibil-
ity. Commercial off-the-shelf software and
siloed supply chain applications are not suf-
ficient. An additional data management layer
is needed to enable organisations to over-
come the issues they are facing, removing
silos with a single, accurate and current view
of data that helps them gain better visibility
internally and across their supply chain.

“"The data problem is spread all over,”
says Holmes. “There is no single source of
truth, and it’s not a new problem. Previous
approaches to data management and inte-
gration have been challenged with the
complexity of moving data in batch mode,
and manually using that data. Disparate
data systems are holding back the entire
supply chain ecosystem, which the end
customer relies on to get the products
they want. Putting data at the heart of
supply chain resilience allows a company to
orchestrate disruption and constraints of
supply and demand within the supply chain
to meet fulfilment in a predictive manner
with a high degree of accuracy.

“It's  exactly the problem that
InterSystems has been solving for decades.
We connect disparate data sources and
enhance visibility. It's in our DNA. We iden-
tify critical business initiatives, including
understanding the impact of variations in
demand and supply, optimising replenish-
ment centres and inventory rebalancing.
Our architecture is built around a smart
data fabric, an exciting new approach
which allows us to connect to core systems
and an ecosystem of supply chain partner
systems, to access data on demand while
also reducing complexity and accuracy and
improving the customer experience.”

HOW COVID-19 HIGHLIGHTED SHORTCOMINGS IN THE SUPPLY CHAIN

The Covid-19 pandemic caused a major shift in consumer behaviour which left retail, consumer packaged goods
and manufacturing organisations globally challenged to respond rapidly to meet sudden changes

ACCESS TO DATA DELAYS

THE BIGGEST CHALLENGES

44

1%

Use data that’s less
than an hour old

experienced a lack
of flexibility in existing
processes

40

89%

Use data that’s

more than an
lacked accurate

hourold o 4-to-end visibility

and reporting
40
o

o,
5% )7
Use data that’s had difficulty performing
72 hours old analytics to support
the business
InterSystems
Processes such as demand forecasting | IntegratedML™ helps businesses to

and inventory optimisation can be further
enhanced with the use of the latest artifi-
cial intelligence (Al) and machine learning
(ML) technologies. Acquiring large num-
bers of skilled data scientists is an unlikely
option for most organisations, least of all
when such talent is so difficult and expen-
sive to recruit. Businesses must therefore
consider how they can capitalise on the
benefits of Al and ML without the require-
ment for costly expert knowledge.

New innovations, such as InterSystems
IntegratedML™, allow organisations to
easily add advanced analytics to applica-
tions without the need for such in-house
expertise. The technology simplifies the
process of building, testing and deploy-
ing ML models, and automates the pro-
cess of integrating them seamlessly into
production applications. InterSystems

develop accurate ML algorithms directly
within existing data management infra-
structure, without requiring a team of
skilled data scientists, while embedding
the models into supply chain applications
to take programmatic actions in response
to real time events.

“Intelligent data solutions, and tech-
nologies like Al and ML, will power supply
chainsinthe new normal. | cannot tell you
how many discussions with our clients
that | have where the VP of supply chain is
now responsible for manufacturing. Why?
Because of the link between intelligence
supply chains and smart manufacturing.
It is all about decision support to help
business users. Our technology analyst
referred to this as ‘augmented transac-
tions’, which means embedding Al and ML
into business software and workflows.

7
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LOOKING TO A SOLUTION

are looking to increase
the adoption of Al/ML

technologies in the next year
to improve processes

89«

believe they require data
management software in their
end-to-end supply chain

"With an interconnected supply chain,
companies can be predictive and prescrip-
tive around workflows to drive automated
action, such as replenishing requirements
from different inventory locations to meet
peak period demand. Auto ML is a new
technology we're putting into those work-
flows. There are a lot of challenges around
skill shortages in the area of data science
and analytics, so building Al and ML into our
supply chain workflows is more important
than ever.”

For more information, visit
intersystems.com/supplychain

InterSystems’

Creative data technology

Chain reaction: why
supplier diversity matters

Maria Highland

The global movement
for racial and social
justice has called on
businesses to play their
part. What better place
to start than with their
procurement practices?

DIVERSIFYING SUPPLY CHAINS IS IMPROVING PROCUREMENT PROCESSES

How companies in the top quartile of spending on diverse suppliers

compare with those in the bottom three quartiles

Greater use of electronic
purchase orders

Faster invoice approvals

Faster requisition-to-
order processing times

Higher rates of
pre-approved spending

Bain & Company, Coupa, 2021

ust like several other commercial
0 functions, procurement is being

affected by changing consumer
demands. Public pressure on businesses
to adopt more ethical supply management
practices, which had been growing stead-
ily over the preceding years, has intensi-
fied significantly since the eruption of the
Black Lives Matter protests in 2020.

As aresult, many companies are seeking
to improve the diversity of their supply
chains, shifting their focus away from cost
control and towards value creation. For
instance, Coca-Cola has pledged to spend
$1bn (£730m) annually with “diverse sup-
pliers”. Part of this commitment includes

“doubling our spending with Black-owned
enterprises across our US supply chain - by
at least $500m cumulatively - over the
next five years”.

Similarly, UPS has committed to dou-
bling its expenditure with Black-owned
suppliers by the end of this year, while Sie-
mens has awarded $140,000 in grants to
Black-owned enterprises in seven US cities
to help them “develop their businesses so
they can compete for our contracts and
become part of our supplier base”.

Behind such pledges is the desire to
improve the resilience of supply chains,
create more commercial opportunities
and achieve environmental, social and

corporate governance (ESG) objectives.
Improving diversity in the supply chain
also helps to drive organisation-wide
change and demonstrate to the world
what these companies stand for.
“Procurement teams play a critical role
in creating equity across supply chains
and in achieving companies’ ESG goals,”
says Mandi McReynolds, senior director
of ESG at software company Workiva.

benefit communities that are underrepre-
sented economically by offering them
commercial opportunities that will create
income and employment. “Supplier diver-
sity also has a positive impact beyond
those directly related to the organisation
by progressing global diversity and sus-
tainability objectives,” she says.

“Supplier diversity improves an organisa-
tion’s market growth and its image among
employees, customers and investors.”

UPS started its supplier diversity pro-
gramme back in 1992, notes its vice-
president of international sustainability,
Peter Harris. He adds that the company
has more than doubled its expenditure
with diverse businesses in just under four
years. This has been driven by UPS’s com-
mitment to working with suppliers that
reflect the make-up of the firm’s employ-
ees and customers.

“Diverse suppliers contribute to the
economic development of communities
and provide expertise and innovation that
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Supplier diversity
improves an
organisation’s market
growth and its image
among employees,
customers and investors

helps us to serve our customers and out-
perform the competition,” Harris says.
The company’s chief officer for pro-
curement, real estate and global business
services, Jose Turkienicz, agrees. “We
know that working to ensure that diverse
companies, including small businesses,
have opportunities to bid for UPS con-
tracts makes us stronger. Their solutions
provide tremendous value to our custom-
ers and shareholders,” he says.
McReynolds believes that companies
with truly diversified supplier bases can

By opening up the request-for-proposal
process to firms that would typically fall
outside the normal field for consideration,
procurement teams can stimulate greater
competition among suppliers, according
to McReynolds, who adds: “This can lead
to better pricing; access to a larger pool of
products and services; and improvements
in product quality and service delivery.”

Since 2014, L’Oréal has partnered AAK,
a Swedish provider of vegetable oils, and

fair-trade company Olvéa Burkina Faso to
source shea butter from the impoverished
west African country. L'Oréal says that
the partnership is designed to provide
a fair income, with no middlemen,
directly to the country’s shea-nut
gatherers and processors, nearly
all of whom are women; to train
them in best production practice;
and to protect the environment
by preserving shea trees.
The company, which imports
all of its shea butter from Burkina
Faso, has empowered about 42,000
female workers in the country since
starting the programme, according to
Gemma Bell, procurement director at
L’Oréal UK and Ireland.

“We are well aware of the significant
impact that our purchasing decisions can
have on suppliers and local communi-
ties,” she says. “We run a well-established
‘solidarity sourcing’ programme that
directs a proportion of the group’s global
purchases to suppliers that give people
from disadvantaged backgrounds access
to work and a sustainable income.”

When a business is developing a pro-
gramme to improve supplier diversity, a
common challenge for the procurement
director is to secure sufficient backing
from the top of the organisation and
ensure that other key functions are strate-
gically aligned with the initiative. A fully
engaged senior leadership team should
allocate enough finance to support smal-
ler, diverse suppliers, while adequately
resourcing the team that will implement
the programme, McReynolds says.

“It’s also important to set clear objec-
tives and report on these transparently,
using diversity and inclusion metrics to
build trust among employees, investors
and other stakeholders,” she adds.

Toyota promotes supplier diversity by
requiring its tier-one suppliers to achieve
specific annual expenditure targets with
certified diverse suppliers upstream of
them. The car manufacturer says that it
also offers a wide range of resources that
have been designed to “provide diverse-
owned businesses with the professional
growth opportunities, expert guidance
and capacity-development resources they
need for economic viability”. These inc-
lude technical and managerial assistance,
mentoring programmes and scholarships.

Another common challenge is to create
equitable procurement requirements to
ensure that the smallest firms can com-
pete on a level playing field with the estab-
lished players, according to McReynolds.

Large suppliers have several advantages
granted by their scale. They can invest
heavily in marketing and lead generation,
for instance, and are more able to bear the
costs associated with international travel,
she says. Procurement teams therefore
need to understand the relative disadvan-
tages that smaller suppliers may face in
such respects — and also how vital it is for
them to be paid promptly. ®
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On the road to

net-zero logistics

The decarbonisation of supply chains is as
critical to the UK’s net-zero ambitions as it
is difficult to achieve, but innovations are
emerging to address the problem areas of
air freight, shipping and road haulage

Jim McClelland
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Hybrid aircraft
technology offers

an alternative that sits
between fast, carbon-
intensive air freight
and slow, less
carbon-intensive
surface transport

combination of extreme weather
o and the upcoming COP26 confer-

ence is making net-zero headline
news. Carbon footprints are under scrutiny
and the problem is emissions. For supply
chains, that means logistics.

Contributing more to the problem than
any other sector, transport produced 27%
of the UK’s total greenhouse gas (GHG)
emissions in 2019, according to the Depart-
ment for Business, Energy and Industrial
Strategy. HGVs and vans were collectively
responsible for more than a third (35%)

of this. Factor in kerosene-rich air freight,
plus emissions in the wake of cargo ship-
ping, and logistics is firmly in the frame for
climate crimes.

As aresult, the UK regulatory net is tight-
ening. With a ban on sales of new diesel lor-
ries due by 2040, the sustainability squeeze
ison. Logistics must decarbonise - and fast.

Going green on electric avenue

In road transport, the green agenda is
having a positive impact at regional and
local level. M&H Carriers, for example, has

recently invested £500,000 in 10 new
e-vans to electrify its Highland delivery
fleet — a first for the north of Scotland. Such
stories of rolling electrification are appear-
ing almost daily.

Of course, the electric avenue is not the
only route to carbon reduction. Hermes UK
has ordered another 70 delivery trucks
fuelled by compressed natural gas (CNG),
taking the firm’s total CNG fleet up to 160
and making it the largest in the parcels
sector. Each new Iveco S-way model can cut
CO2 emissions by more than 80% compared

with a diesel vehicle that complies with the
current Euro 6 emissions standards, which
were set in 2015.

Rather than making a radical modal
shift - from road to rail, say - a simple fuel
change often makes short-term greening
affordable, according to Andrew Willson,
CEO of fuel supplier Coryton.

“Switching to sustainable fuels is a
drop-in solution, requiring no significant
investment in infrastructure or vehicle
architecture and capable of delivering near
net-zero operating CO2 emissions,” he says.

Willson adds the caveat that life-cycle
analysis always beats a tailpipe focus. His
note of caution is timely, given that new
research from Cornell and Stanford uni-
versities has revealed blue hydrogen to be
more carbon-intensive than using diesel,
natural gas or even coal directly for heat.

Hydrogen economy set to make waves
Heat aside, though, hydrogen is still a hot
prospect. According to BloombergNEF’s
New Energy Outlook 2021 report, the num-
ber of shipments of electrolysers to split
water for clean hydrogen are set to double
in 2021 and quadruple in 2022, with China
the dominant player.

The UK government’s 10-point plan for a
green industrial revolution, published last
November, included a preliminary target of
5GW of low-carbon hydrogen production
capacity by 2030, with those ambitions
expanded upon by the new hydrogen strat-
egy, published this August.

But mainstream adoption remains some
way off, explains Dr Benjamin Sovacool,
professor of energy policy at the University
of Sussex Business School and co-author of
a new research paper exploring applica-
tions of hydrogen in industry. The use of
hydrogen for short-haul trucking could be
feasible within six to eight years, he posits,
although its use as an alternative fuel in
shipping is likely to take longer: potentially
up to 1S years.

According to his findings, delivery times
might be cut in half if hydrogen were prior-
itised by policy-makers and industry lead-
ers. And, while hydrogen for shipping may
take longer, its impact could be greater:

Commercial feature

Network visibility fuels
supply chain resilience

As supply chain attacks have more wide-reaching and devastating impacts
around the world, it is vital that organisations understand everything that’s
happening on their network.

n an increasingly technology-driven
and interconnected world, busi-
nesses and society are as much dig-

itally dependent as they are digitally enabled.
Earlier this year, US president Joe Biden was
inaugurated in the midst of the SolarWinds
incident, which breached federal depart-
ments and thousands of businesses, while his
first months in office saw even more dire rev-
elations via attacks on tens of thousands of
organisations that use Microsoft’s Exchange
email server.

These incidents are just the latest in a
string of software supply chain attacks that
together have pulled back the curtain to
reveal a large and growing landscape of
exposed organisations, including household
name brands and numerous powerful gov-
ernment agencies.

Butthe impact is felt even wider than that.
The recent infiltration of Kaseya, a software
firm that provides outsourced IT services,
was a real-life scenario illustrating just how
interconnected the world has become. The
company acted as a vector allowing ransom-
ware to spread not just to its own customers
but to their downstream customers as well.
It meant that, in an instant, grocery stores
and commuter trains in Sweden stopped
working, more than 100 schools in New
Zealand were impacted and two city govern-
ments in the state of Maryland in the US had
to shut their networks.

As a core business process, it’s crucial that
information supply chains are also treated
as a core business risk. Yet while high-pro-
file supply chain attacks have ensured wide-
spread awareness of the growing risks around
information delivery and business leaders
understand the lack of resilience in supply
chains must be addressed, the question of
how to achieve it remains elusive to many.
This is especially the case given the types of
risk they face are constantly evolving.

“Businesses need greater visibility into
their networks to gain confidence that their

own trusted vendors are not putting them
in a compromising position,” says Andrew
Sellers, chief technology officer at risk ana-
lytics company QOMPLX. “The key is to know
what is operating within your environment.
And you must be able to monitor and vali-
date fundamental controls and protocols,
including identity. In other words, ‘zero
trust, but verify’.

“"Why is that so important? In most
sophisticated offensive cyber operations,
the attackers look to disappear within the
compromised environment by obtaining
administrator-level credentials and access.
Exploiting Active Directory and cloud iden-
tity providers is a mainstay because it allows
them to fade into the background noise of
credentialed, authenticated network activ-
ity. If they control authentication, they can
bypass authorisation. Then, from there, they
can do whatever they want: adding or modi-
fying users, as well as accessing or changing
data, services and configurations.”

To build real resilience into their supply
chains, organisations of all kinds should treat

C-level executives are

12 x

more likely to be pursued and

9x

more likely to be victimized
by cyber attacks

Aon Report

information supply chain risk as a core ele-
ment of their overall annual strategic plan-
ning and resource it accordingly with both
budget and empowered technical leader-
ship. Without that, no single vendor, technol-
ogy or other remedy can function as a silver
bullet solution.

More specifically, those that adopt a
modern, layered approach to building a
mature security strategy tend to be more
successful, which means not just build-
ing taller walls with fancier endpoint tools
but also better ID cards that provide visibil-
ity across the entire network. With a mul-
ti-pronged and mature set of tools, the
goal is to make large cyber events into small
ones, even in the event of a penetration by
an adversary. True resilience, when embed-
ded across supply chain operations, enables
normal operations to resume as quickly and
effectively as possible.

Rapid detection and response limits the
damage bad actors can cause and increases
their costs, while decreasing the cost for vic-
tims. QOMPLX'’s team has operated and sup-
ported some of the largest Active Directory
implementations in the world. Its technolo-
gies help verify that users and services are
who they say they are by spotting a range of
Kerberos attacks for on-premises systems,
while also protecting cloud environments
or complex federated environments. Deep
visibility into privilege and authentication
events, which may indicate an emerging
attack, impede adversaries post-exploita-
tion. But before anything else, it’s vital to get
the basics right.

“Enable multi-factor authentication by
default on your organisation’s devices and
ensure employees are using a password
manager,” says Sellers. “The initial access for
the ransomware gang that breached Colonial
Pipeline, for example, came from a reused
password exposed in an unrelated breach.
Second, make sure your organisation backs
up your data and practices rehearsing from

e

backups, which is much easier said than
done. If you don't practice, you're unlikely to
perform well when the pressure is on during
a compromise and the clock is ticking.

“And lastly, every organisation needs to
have a comprehensive view of all of their
IT systems, with consistent periodic asset
management. This is where QOMPLX's
unique technologies can help organisations
by quickly mapping out which assets and
accounts could be inadvertently putting
them at risk, as well as identifying suspicious
authentication activity in near real-time.”

Hostile actors will continue to adapt their
techniques in their attempts to exploit supply
chains. Modern organisations and govern-
ments already operate with an increas-
ing interdependence on common software
applications, operating platforms and secu-
rity architectures, and adversaries will always
respond by sharing and commoditising rel-
evant attack vectors so that their operations
can impact an ever-larger number of victims
with even less effort than previously.

A leaked playbook from the ransomware
gang Conti demonstrated that members of
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Businesses need

greater visibility into
their networks to gain
confidence that their
own trusted vendors are
not putting them in a
compromising position

the group rapidly deploy new exploits, such
as ‘Print Nightmare’, almost immediately
after they are made publicly available. This
trend will continue, mostly unabated, until
defenders ensure that the organisations they
support are implementing fixes to major vul-
nerabilities as soon as possible.

“Supply chains of any kind, in any domain,
can generally increase their resilience with
greater transparency in attribution and
operation,” says Sellers. “With software and
information supply chains, much of the secu-
rity community is promoting identity-centric
solutions that reduce reliance on problem-
atic trust assumptions.

“Even so, consumers will rightfully demand
greater transparency into the controls of
their suppliers. As automated reporting and
verification improves, the emerging vendor
risk-rating processes will evolve to look less
like a credit rating and more like a home
inspection. You need to know exactly what’s
happening on your network.”

To find out more about how to protect your
organization from cyber attacks visit us at
https://www.qomplx.com/cyber/

QOMPLX:



www.qomplx.com

hydrogen, and fuels derived from it, could
ultimately satisfy more than 70% of the
sector’s energy demands.

A co-director of the new £20m Industrial
Decarbonisation Research and Innovation
Centre, funded by the NGO UK Research
and Innovation, Sovacool believes that
ammonia will be key for shipping.

“Maritime transport is likely to benefit
from renewable hydrogen-derived ammo-
nia as its primary decarbonising fuel
option in the medium term,” he predicts.
“Falling electricity prices from renewable
and nuclear energy will lower production
costs of green ammonia, bringing it in line
with fossil-derived hydrocarbon fuels.”

Ship emissions in the dock

Shipping emitted more than 1 billion
tonnes of CO2 in 2018, representing 2.9%
of total global human emissions for the
year, according to a GHG research report
published by the International Maritime
Organisation (IMO) in 2020.

In response, the IMO’s initial GHG strat-
egy envisages a reduction in the carbon
intensity of international shipping by at
least 40% compared with 2008 by 2030,
striving towards 70% by 2050.

Many environmental impacts of ship-
ping actually occur when vessels are in
dock, rather than at sea. With this in mind,
the Port of Hamburg has introduced green
berthing areas in the River Elbe, with
solar-powered mooring systems manufac-
tured by Straatman.

When it comes to rethinking ship design,
the True Zero Emission concept from UK
firm Windship Technology promises more
disruptive innovation. Its triple-wing rigs
harness the power of the wind, with the
look of a 21st-century clean-tech clippetr.

Cooperate to cut carbon and save money
Beyond the transport methods it uses,
logistics is also overhauling operational
processes and systems, particularly in light
of the environmental impacts of ecom-
merce growth during the Covid lockdowns.

Engaging customers can also help to
reduce carbon footprints, says Dr Vaggelis
Giannikas, associate professor with the
School of Management at the University
of Bath: “Retailers and providers should be
examining technologies that allow for
greener logistics, while at the same time
developing mechanisms to motivate sus-
tainable consumer behaviour.”

According to Giannikas, who is also
director of the Centre for Smart Warehous-
ing and Logistics Systems at Bath, some
companies have already found innovative
ways to decarbonise, including incentives
to consolidate orders into fewer deliveries,
preventing the unnecessary use of fast and
ultra-fast options. As well as packaging
that limits empty space, they are prioritis-
ing a reduction in returns, even offering
items for free. Direct communication with
customers - for instance, via text to
arrange for an attended delivery - helps
optimisation too.

Collaboration between parties in retail
and logistics can also open doors. The UK
click-and-collect agreement between the
Post Office and leading logistics carrier
DPD serves as a case in point.

In addition, opportunities are arising for
synergistic innovation in partnership with
other major growth markets for electrifica-
tion, such as buildings and real estate.
Power management company Eaton has
developed an approach, called Buildings as
a Grid, that unites the power needs of both
property assets and electrical vehicles to
optimise charging, using on-site renewable
energy sources and storage facilities.
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Switching to sustainable
fuels is a drop-in
solution, requiring no
significant investment
in infrastructure or
vehicle architecture and
capable of delivering
near net-zero operating
CO, emissions

Working with French mail delivery group
La Poste, Eaton tested the approach on
electric delivery vans in Paris. In a year-
long trial, it found that solar power could
supply 59% of the electricity required by
two electric vehicles.

Digital efficiencies enabled by Al

Like many industries seeking to improve
their environmental performance, logistics
is necessarily embracing digital technolo-
gy. Coupled with Al it can help to eliminate
mistakes and offer complete visibility of a
product throughout its journey. Firms can
not only speed cargo from A to B; they can
also assess traditional routes and modes of
transpart to improve efficiency.

Working smart in this way offers a poten-
tial win-win in the short term, suggests
Sam Tyagi, founder, chairman and CEO
of customs clearance platform KlearNow.

“This relatively simple process of sharp-
ening operations across import and export
markets will have a significant impact on
reducing carbon emissions, while solutions
are found for more complicated challenges
such as air freight,” he predicts.

Given the sheer scale of the decarbon-
isation task ahead, the reality is that the
industry will need all these initiatives and
innovations — and more - on the road to
net-zero logistics. ®

Drones, electric planes,
hybrids and airships

Air freight is the conveyance of choice
for higher-value products such as
perishables requiring fast delivery.
Although it accounts for under 1% of
world trade shipments by volume, the
air freight industry was valued at well
over £70bn last year.

According to the UK government’s
Jet Zero consultation paper, the
sector’s projected environmental
impact is a concern. While aviation
contributes between 2% and 3% of
global greenhouse gas emissions today,
it is forecast to become the second-
highest residual emitter in 2050.
Innovation is therefore a must.

Supporting big advances in small
packages, a three-month drone trial
funded by a £200,000 grant from
Aerospace Cornwall will see a Flylogix
unmanned aerial vehicle making daily
flights between Land’s End and the Isles
of Scilly. These machines consume only
2| of fuel per hour, compared with
between 201 and 200l for traditional
aircraft making the same journey.

The drone will carry time-critical items
such as medicines and blood samples.
At the other end of the scale, DHL

Express has claimed a world first for
sustainable aviation with its order of
12 fully electric Alice e-cargo aircraft
from Eviation. Able to carry payloads
of 1,200kg, these single-pilot planes

are due for delivery in 2024.

Trucking down
the e-highway

When it comes to the battery capacity
of electric vehicles, HGVs have long
been held up as the acid test, given
their heavyweight power demands

and long range requirements. But
innovations in this sector are emerging
worldwide now, from manufacturers
such as Scania and Volvo, while the
Tesla’s Semi truck is due out soon.

The business case for e-lorries has
also been boosted by recent research
from the University of California,
Berkeley, and UCLA, which has found
that medium- and long-haul electric
trucks in the US are 13% cheaper to own
than diesel alternatives and could be
almost 50% cheaper by 2030. So, while
the total number of trucks on the road
remains small, we might be reaching
a technology tipping point, suggests
Sandra Roling, head of transport at
environmental services company the
Climate Group.

“Falling battery costs; technology
transfer from other vehicle sectors
(notably, electric buses); growing
interest and investment from
manufacturers; and supportive policy
have all accelerated development of
medium- and heavy-duty zero-emission
trucks,” she says. "There’s a growing
range on the market in practically all
weight and use classes.”

Indeed, the Climate Group’s EV100
initiative has more than 100 large
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On a bigger scale still are airships.
We may be more used to seeing them
in the TV series His Dark Materials than
in real life, but they offer a significant
opportunity to cut CO, emissions.

One such vehicle is a hybrid aircraft
called the Airlander, manufactured by
UK-based Hybrid Air Vehicles (HAV).
About 60% of the aircraft’s lift is
generated by the buoyancy of helium
(it would be 100% in a traditional
airship). The remaining 40% is created
aerodynamically by the flow of air over
its wing-shaped hull.

Sustainability is a strong selling
point for airships and hybrids,
explains Tom Grundy, CEO of HAV.
Aircraft using lighter-than-air
technology are fundamentally more
efficient, he says. By using the so-called
free lift provided by buoyant gas, they
require significantly less power, which
means fewer emissions.

“In logistics, therefore, hybrid
aircraft technology offers an
alternative that sits between fast,
carbon-intensive air freight and slow,
less carbon-intensive surface
transport,” Grundy says.

HAV plans to have aircraft in service
from 2025. With a payload of 50 tonnes,
a fully electric (and amphibious)
Airlander 50 could be available by 2033.
Its CO, emissions are expected to be
1.15kg per tonne of freight per km less
than that of a conventional aircraft.

It seems, then, that lighter-than-air
technology may soon be doing much
more of the heavy lifting in logistics.
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multinational businesses committed to
switching more than 5 million vehicles
to electricity by 2030. And collective
initiatives are also under way to find
solutions to the problems of range
anxiety and charging infrastructure.

In Germany, a consortium including
the Berlin Institute of Technology,
Bosch and the Fraunhofer Institute
for Transportation and Infrastructure
Systems is working on a three-year
project called eHaul, designed to
determine whether large swappable
batteries for HGVs offer a sensible
alternative for daily trips of more than
180 miles.

In the UK, the government has
committed £2m to a plan for overhead
cables to be installed on a 12-mile
stretch of the M180 near Scunthorpe.
This electric highway project is being
led by Costain, with trucks from Scania
and electrical equipment from Siemens
- both of which have already worked on
trials in Germany and Sweden.

Electric highways can accelerate
progress towards net zero, as William
Wilson, CEO of Siemens Mobility,
explains: “Merely introducing electric
vehicles alone won’t help us hit our
decarbonisation targets. As a country,
we need to go faster and harder if
we're to meet our 2050 goals.
E-highways are a tried and tested way
of making it possible for clean and
efficient electric HGVs to run on
motorways. They also answer the
burning question of not having enough
charging infrastructure.”

Commercial feature
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Weathering the storm:
how retailers shifted
to ship-from-store

in record time

Manhattan Associates cloud-native supply chain software helped
major US retailers turn closed stores into mini fulfilment centres

during lockdown

hen the US went into lockdown
during the Covid pandemic,
PVH Corp, which owns iconic

brands like Tommy Hilfiger and Calvin
Klein, realised much of its stock was
trapped inside shuttered stores. At the
same time, ecommerce demand for its
casualwear lines began to surge as shop-
pers sought comfy clothes to wear while
working from home. This left PVH scram-
bling to fill a rush of new online orders
while also being unable to sell anything
in-store - an unprecedented situation.

“If you were a traditional high street
retailer with a high street presence
and between 15-30% of your business
online, the forced closure of your store
network was not something you were
ready for,” says Craig Summers, man-
aging director for UK and lIreland at
Manhattan Associates, which designs,
builds and delivers supply chain soft-
ware that unifies front-end sales and
the back-end supply chain. "And in the
case of most businesses, you could
never have been ready for it because
traditional infrastructures don't allow
you to be.”

Although few would have predicted
nationwide store closures at the start
of 2020, PVH's longstanding partner-
ship with Manhattan Associates meant
it was quickly able to address the rapid
growth in online orders and scale its
fulfilment capabilities.

PVH pivoted quickly to configure
business rulesin Manhattan Distributed
Order Management that exposed store
inventory to online consumers, routing
orders to optimal fulfilment locations,
and turned closed stores into mini ful-
filment centres for ecommerce orders.
In-store staff were also trained on how
to pick and pack these orders.

“The basic principle we try to work
on with our customers is if you've got
it, you should be able to sell it,” says
Summers. “So really it shouldn't matter
where it sits within the supply chain.”

PVH also set up separate ecom-
merce fulfilment areas at two of its
warehouses to bolster the efforts of its
external fulfilment provider, with work-
ers used to handling pallets shifting
to picking individual items. Thanks to
Manhattan Associates” order manage-
ment software, PVH was able to limit
the volume of online orders flowing to
the warehouses while staff got up to
speed. And all of this was achieved in a
matter of weeks.

The changes PVH needed to imple-
ment have given the company a better
handle on where demand is and
where consumers are shopping, and
allowed it to be far more nimble in its
approach to inventory. In fact, ship-
from-store has proved so successful
that it has now become part of PVH’s
long-term strategy.

Pivoting at speed

PVH is just one of the countless com-
panies that had to find new ways to
deliver to customers after a surge in

ecommerce sales and the closure of
stores. Stay-at-home orders and social
distancing measures closed all of US
fashion accessories brand Kendra
Scott’s stores, for example, and its main
distribution centre in Austin, Texas was
limited to minimum basic operations.
Though some inventory was rerouted
to a 3PL in another state, capacity was
severely hampered.

Manhattan Associates was already
a partner to Kendra Scott, helping the
company keep up with growth through
the Manhattan Order Management
System. As the crisis deepened, the
retailer reached out to the Manhattan
team and got to work implementing
Manhattan Store Order Fulfilment.
After just six working days, Kendra
Scott was able to start leveraging stores
to fulfil ecommerce orders.
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Resilience is being ready
for the next unknown.
You need to know that
whatever system you've
got today can flex
quickly for what might
come next

Pivoting at this kind of speed would
have been impossible with a legacy
system. “Even with all of the right intent
and theory in place, the execution
would have been really hard with an old
school architecture,” says Summers.
After the success of its ship-from-
store efforts, Manhattan also helped
Kendra Scott introduce curbside
pickup capabilities.

Although businesses have talked
about the need for this kind of supply
chain agility and resilience for many
years, before the pandemic most had
only made incremental progress. Today,
many have now seen first-hand that
cloud-native solutions can provide a
level of flexibility, agility and support
that simply isn't achievable otherwise.
Take visibility: without it, you can't make
truly informed decisions during a crisis.

“If a retailer has a lot of stock in
Aberdeen, it may not always be worth
them making it available for sale in
Southampton,” says Summers. “But
that's a decision you can make on an
informed basis because you have the
visibility and the information you need.”

Versionless visibility
Good, reliable data that spans all of
your systems and is stored in one place

is the foundation of this kind of visi-
bility, and that's only really achieva-
ble with a cloud-native solution. Why?
Well, for one thing, the timescales
involved in planning and putting in
place a large on-premise system mean
that “by the time they go live and have
been in use for a couple of years, you
could be seven years or more behind
current thinking,” says Summers.

In other words, if your software
isn't cloud-native and versionless
like Manhattan Associates, “you're
always going to be playing catch-up.”
That may not be a serious problem in
some business areas, he adds, “but
the types of systems needed to keep
the supply chain running means there
is a never-ending requirement to be
up-to-date.”

To be truly up-to-date and resil-
ient, businesses also need to struc-
ture their operations around inbound
and outbound flows rather than siloed
warehouse and transport functions.
Because in retail, there's also a nev-
er-ending requirement to scale up and
scale down your activities.

“Retailers have always had busy
periods, peaks throughout the year,
whether January sales or Black Friday,”
says Summers. “All of their infrastruc-
ture has to be ready for the hour of
that maximum demand. And yet the
rest of the time, it isn't really utilised.
The elasticity of the cloud means when
you need that capacity, it's there. It
allows you to meet demands as they
come along.”

The right software can also help
companies to protect their employees
during a crisis. “"People have to come
first,” says Summers, emphasising that,
without them, supply chains simply
don't work. “In a distribution centre,
you want to make sure that the ware-
house management system knows how
to keep people apart safely. Because if
social distancing measures are in place,
you may need to quickly layout your
distribution centre in a different way or
change work schedules so that people
aren't concentrated in one place.”

Despite the challenges of the pan-
demic, Manhattan Associates delivered
591 customer projects in 2020 across
the world, with the majority delivered
remotely. Ultimately, says Summers,
“resilience is being ready for the next
unknown. You need to know that what-
ever system you've got today can flex
quickly for what might come next.” And
as PVH, Kendra Scott and other retail-
ers have found, that's exactly what
Manhattan Associates helps its part-
ners to achieve.

For more information please visit
manh.co.uk

44 Manhattan
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Why Greensill
is a red flag for
the industry

Greensill Capital, the ill-fated provider of
supply chain finance, claimed to be offering
vital support for hard-pressed small firms,
but is SCF all that good for SMEs?

Ouida Taaffe

he provision of working capital
° against receivables is one of the

world’s most enduringly popular
financial services. As a workaday form of
commercial funding, with private, tailored
arrangements and low default rates, supply
chain finance (SCF) has tended to operate
well below the radar — until the collapse of
Greensill Capital made it front-page news.

The failure this year of the Anglo-
Australian SCF provider, which had counted
former prime minister David Cameron as
one of its advisers, has raised questions
about whether this form of finance is truly
beneficial to everyone involved.

In its widest sense, SCF is a range of solu-
tions that provide working capital to aid the
cash flows of companies that are both buy-
ing and selling. So says Lionel Taylor,
co-founder and managing director of the
Trade Advisory Network, a provider of SCF
consultancy and training services.

And it’s big business. The International
Chamber of Commerce (ICC) reports that
SCF is responsible for most market growth
in trade finance. Nearly two-thirds (64%) of
global banks offer such services. But the ICC
also notes that this market is beset by a
lack of common understanding about what
it deems “appropriate practice” in SCF.
There is no definitive guidance on account-
ing treatments and reporting requirements
either, which can motivate “boundary-
pushing practices or even outright abuses”.

Greensill advanced funds against what it
called “future receivables”, but it imploded
because those receivables did not exist.

The Greensill affair puts the spotlight on
how small players in the supply chain are

treated by their bigger customers. Any
business will typically need to finance its
purchases and other overheads before it
has been paid by its customers. That is not
a problem for larger companies with
investment-grade liquidity lines from big
banks, but a stuttering cash flow can hit
SMEs hard. They may find it difficult to
borrow to cover their outgoings while they
await payment, or have access only to high-
cost credit.

“This cash flow gap can become more
challenging as these businesses grow. It’s
not uncommon for a banker to hear that a
company that had purported to be doing
well has overtraded and run out of cash,”
Taylor says.

SMEs inevitably get the rough end of the
deal, as slow payments are an ingrained
problem, observes the national chair of
the Federation of Small Businesses (FSB),
Mike Cherry.

“Our members long for a world where SCF
doesn’t exist,” he says. “Rather than forcing
firms to borrow against invoices or sell
them on for a cut of their value, we should
focus on achieving a culture change, with
the aim of finally putting our poor-payment
crisis to bed.”

With this in mind, the FSB is working
with the Small Business Commissioner, a
public body established by the Department
for Business, Energy and Industrial Strat-
egy in 2017, to have 30 days set as the new
maximum payment period in the UK.

Are big companies deliberately wringing
out their suppliers? Taylor says that they
would rather pay later whenever possible to
preserve their working capital. But the
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THE COMPOSITION OF TRADE AND SUPPLY CHAIN FINANCE
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existence of SCF does not necessarily mean
that their suppliers will suffer as a result.

“As an example, a small firm could get its
cash after five days at a rate that reflects the
credit rating of a large investment-grade
company rather than its own,” he says.

To make this possible, banks will set up
a payables finance programme for large
buyers. Each programme requires much
analysis of different areas of the buyer’s
organisation, all of which are keen to ensure
that any programme does not harm the
relationships the buyer has with its suppli-
ers, says Taylor, who adds: “It takes months
to set up the right arrangement.”

One reason why the process is complex is
that there are few rules governing it. The
ICC wants to see a co-ordinated effort to
decide on the right approach. This, it says,
should involve stakeholders such as credit
rating agencies, accounting firms and
institutes, regulators, trade bodies, finance
providers and companies of all sizes.

Even with a set of clear rules to follow,
SCF wouldn’t become a simple process. For
instance, banks are required to ensure that
funds aren’t used for activities such as
money-laundering, but this becomes more

difficult if they’re dealing with SMEs on the
other side of the world.

And small firms can be happy to join
an SCF programme even if they find some
aspects of it uncomfortable. For one thing,
it makes them an integral part of the
buyer’s production process - something
that a big company with a just-in-time
supply chain will work hard to protect.
Fundamentally, it will try to pay its sup-
pliers on time even when liquidity is tight.
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A lesson learnt from
Greensill is that it’s
incumbent on funders
to do their homework
and understand what
they are financing

The supportive relationship that an
effective SCF programme offers small firms
should also enhance initiatives to improve
sustainability. The FSB wants corporate
audit committees to be granted complete
oversight of their companies’ payment
practices. This is partly so that boards
adopting an environmental, social and gov-
ernance agenda would have a way to ensure
accountability when it comes to nurturing
the supply chain.

Greater accountability is required to
focus minds. But getting sustainability
right depends on having all the right data to
hand. As Taylor says: “One lesson from
Greensill is that it’s incumbent on funders
to do their homework and understand what
they are financing.”

That has always been a long, costly pro-
cess. But, as the internet of things enables
the real-time collection of supply-chain
data, SCF providers should find it far easier
to track performance in many areas.

This could support the nurturing rela-
tionships the FSB wants to see. The German
Banking Industry Committee, for instance,
recently noted that tokenised commercial
bank money could allow the application of
automated ‘smart contracts’. These could
trigger an immediate payment when, say,
a shipment has been sent. On-the-ground
data could also take liquidity right up the
supply chain to the smallest firms that SCF
currently doesn’t reach.

What is clear is that SCF is unlikely to go
away. Smaller companies will always face
the threat of liquidity gaps. Done right,
SCF can benefit everyone in a supply chain
and also support sustainability. The latest
technological advances promise to make
all this possible. ®
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Why the cloud is
essential for supply
chain resilience

Cloud-enabled companies have been more flexible and agile during
the Covid crisis, but successful migration of on-premise systems

requires a trusted partner

he Covid-19 pandemic disrupted
° global supply chains with stunning
swiftness. But some businesses
were able to withstand this once-in-a-life-
time event better than others - and many of
them shared some common characteristics.

Firstly, they were flexible. Secondly, they
were agile. And thirdly, they had great part-
ners working with them. But without the
cloud, none of this would have been possible.

When it came to quickly pivoting opera-
tions to hybrid work, new suppliers, online
orders or contactless delivery, for exam-
ple, “cloud applications proved faster to
get started, supported more innovations,
and kept businesses running,” says Kerrie
Jordan, director of product management
for cloud solutions at Epicor, which provides
market-leading cloud-based ERP systems.

In the early days of the pandemic, some
businesses had to navigate both the closure
of in-store sales channels and surging ecom-
merce demand. But thanks to the flexibility
and scalability of cloud solutions, many were
able to manage this sudden, rapid growth in
online sales without major disruption.

However, the benefits of cloud solutions
are game-changing no matter what the
economic landscape looks like. “Instead
of spending the resources to find safe and
adequate space for servers, or the qual-
ifled personnel to maintain and secure
them, you can spend those resources on
the business - evaluating, investing in, and
adapting the right-fit technology and talent
to take your competitiveness to the next
level,” says Jordan.

While moving to the cloud is increasingly
essential, many companies are still cau-
tious about change though. Which is why a
trusted partner is so important during any
migration journey.

“An expert partner is critical to a suc-
cessful migration to the cloud because they
bring an industry perspective and long-term

vision,” says Jordan. "They will have learned
best practices from all the other compa-
nies, probably several like yours, who have
tackled and solved many of the same chal-
lenges you face.”

Most importantly, businesses should seek
an expert partner who will be there for the
long haul. "Getting to the cloud is certainly
an important step, but the best partners are
those who stay ahead of technology trends,
understand your industry, and keep inno-
vating, so you can rely on them for years to
come,” Jordan explains.

As such, it’s perhaps not surprising that
47% of the 1,250 technology decision-mak-
ers Epicor surveyed for its Industry Insights
report said a dedicated migration partner is
essential. But despite the obvious benefits
of the cloud, fears around integrations and
data protection, as well as concerns around
talent, are still stopping some businesses
from taking the leap.

“Many companies don’t know where to
find accurate information or even where to
start,” says Jordan, who advises companies
to “prioritise your team first. Make sure you
have the right people, empower them, and
reward progress. Help them define success
post-migration so there is a clear under-
standing of value.”

Those that get this right can unlock new
competitive advantages - something borne
out by Epicor’sreport, which found that 92%
of all cloud businesses feel they are leaders
or on par with the competition, while those
mostly on-premises feel left behind. What's
more, 36% of businesses on cloud expect
to recover by the end of 2021, compared to
only 28% of mostly or all on-premises ones.

All this means it’s now undeniable that
the cloud is an essential component for
supply chain future-proofing. “There is no
other feasible technology model to ensure
long-term business success, especially
given the sheer scale of global business, the

CLOUD APPEALS TO TECHNOLOGY
DECISION MAKERS WHO FEEL CLOUD
CAN VALUE ACROSS MULTIPLE
BUSINESS UNITS

Areas that businesses are most interested in
migrating to the cloud
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amount of information to be processed and
secured, and the infinite possible supply
chain disruptions to solve,” says Jordan.
“Business leaders today need a platform
that embraces innovation and turns data
into insight, so they can confidently lead
their organisations into the future.”

For more information please visit
epicor.com
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Space race: how big sheds
have become hot property

There is a serious
shortage of high-quality
warehousing in the UK.
What has caused this
problem — and how
quickly can it be solved?

Rich McEachran

DEMAND FOR WAREHOUSE SPACE IN THE UK IS SOARING
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he Covid-induced growth spurt
0 in UK online sales over the past 18
months has forced etailers to
expand their operations to such an extent
that they spent a record £6bn on building
new warehouses in the first six months
of this year, compared with £2.7bn in H1
2020, according to Knight Frank.
The estate agency forecasts that the
amount of warehouse space being created
in developments exceeding 4,500m2around

the country in 2021 will be double last year’s
total of 1.9 million m?. Yet no matter how
quickly these big sheds are being built,
the demand for storage facilities still far
exceeds the supply.

“The availability of high-quality space
in particular has diminished owing to
robust levels of occupier take-up over the
past 18 months,” reports Charles Binks,
partner at Knight Frank and head of the
firm’s logistics and industrial agency.

_oriuion

‘Change is inevitable, but it
feels like the speed at which
supply chains are transforming
has gone up a gear or two’

usinesses have gone through
a crash course in managing
risk and disruption over the

past 18 months, with the fragility of
many supply chains around the world
exposed. With shipping charges
increasing to eye-watering levels and
shortages on supermarket shelves
appearing, we have a great deal of
work to do to bring more stability
post-Covid and post-Brexit. Here are
the key elements that I believe will
help businesses to manage this vola-
tility in the coming months.

First, companies need to build resil-
ience in supply chains. To do this, sim-
plification is key. Simplified supply
chains are naturally more transparent
and mean businesses can gain a better
handle on what’s going on in terms of
inefficiencies, delays or disruptions.

Next is an understanding of true
value. Finding cost savings is a funda-
mental skill of trained procurement
professionals, but I would urge the
industry to think beyond this. Cost
savings will mean nothing if business
operations are halted because savings
came before quality or on-time deliv-
ery. And value metrics for procure-
ment should also include successes
such as eradicating modern slavery in
the supply chain; eliminating bribery
and corruption; and achieving diver-
sity and sustainability goals, which all
add value beyond the needs of the
company itself.

Sustainability is key to protecting
business as well as the planet. Why?
Because we are not only on the cusp
of a climate crisis, but consumers and
othre stakeholders also want compa-
nies to take it seriously. Some busi-
nesses, such as Mars and PepsiCo, are

working with their competitors to
meet their sustainability challenges,
showing that companies do not have
to go it alone if they can think crea-
tively. By collaborating with others
we can be so much more impactful,
effective and efficient when address-
ing issues of importance to society.
Carbon footprint measurements can
be difficult to verify, so look at other
targets too, such as reducing waste,
emissions or energy consumption.

Businesses should also be thinking
about the balance between nearshor-
ing and farshoring sourcing strate-
gies for their operations. Seat, the
automotive company, is taking local
sourcing very seriously. Last year, it
added to its bank of Spanish suppli-
ers - already at 60% of its total pur-
chasing expenditure - to safeguard
its business against future disrup-
tion. A product that doesn’t turn up
because it is sourced from a supplier
that is too far away could be an
expensive mistake.

Next, suppliers. Building strong
relationships and open communica-
tion channels with suppliers will build
trust and give more visibility of the
supply chain. Support suppliers in any
way possible and share data on demand
forecasts. Above all, pay promptly as
the first step in ensuring that they stay
in business. Both General Motors and
Ford implemented fast-payment pro-
grammes for small suppliers in 2020 to
see them through the pandemic.

Using digital solutions in supply
chains give businesses more, better
and faster insights, and they can
bring greater efficiencies in terms of
cost management, inventory and
operations. Our research found that

95% of organisations had adopted at
least one digital technology over the
past year and 30% have been using
cloud computing systems in the past
three years.

As well as using the data stored in
the systems of your own business,
searching for external sources of data
relevant to the sector can give an
early indication of disruption coming
your way. Take the IHS Markit and
CIPS Purchasing Managers’ Indices
each month. Snapshots of what’s
happening in a wide range of sectors,
they offer important signs of poten-
tial shortages and of input price
inflation around the world.

Change is inevitable, but it feels like
the speed at which supply chains are
transforming has gone up a gear or
two. No one can predict every crisis on
the horizon, but if we give skilled pro-
fessionals the responsibility to build
resilience in our supply chains and
strengthen our business models, we
should all come out stronger. @

Malcolm Harrison
Group CEO, CIPS

“Our data shows that only 3.9 million m?
is available - and much of that space is
either under offer already or not of the
right spec for potential occupiers.”

The industry finds itself in this situa-
tion because of two main factors: Covid
and Brexit. At the start of the pandemic,
fears of shortages prompted many con-
sumers to stockpile household essentials.
When supermarkets introduced rules to
prevent hoarding, this put their home-
delivery capacity under huge pressure.

Although the vaccination programme
has since enabled high-street retailers to
reopen, a significant proportion of con-
sumers who started doing their shopping
online at the start of the crisis are sticking
with the relative ease and safety that
ecommerce has offered. This has led to
intense competition among ecommerce
specialists (and clicks-and-mortar retail-
ers) for prime warehousing facilities.

Research from Savills indicates that
Amazon leased a quarter of all available
warehouse space in the UK in 2020. In
August this year, the John Lewis Partner-
ship signed an 11-year deal to lease a
93,000m? distribution centre in Milton
Keynes from Tesco. This will support
John Lewis’s move from physical retail
towards ecommerce — during the height of
the pandemic, the online channel’s share
of the partnership’s total sales jumped
from 40% to 60%.

On top of this, the reintroduction of
customs controls at the border between
the UK and the EU resulting from Brexit
has inevitably caused delays to imports
and exports. This disruption to the supply

chain has increased demand among
retailers for extra storage space as a pre-
cautionary measure.

Binks notes that a shortage of adequate
facilities in the right locations is encour-
aging speculative development, in which
warehouses are being constructed even
before any companies have been lined up
to occupy them.
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Without a significant
increase in the amount
of industrial land
coming forward to the
market, the supply of
high-quality logistics
space will continue to
be constrained

“There is 840,000m? of space currently
under construction on this basis,” he
reports. “But, even accounting for these
projects, there is still a particularly acute
lack of availability in the big-box market,
where occupiers seeking units of 33,000m?
or larger have very limited options.”

RACONTEUR.NET@—@

To make matters worse, shortages of
materials and/or labour are delaying some
warehouse construction projects, all of
which serves to push up costs.

The general increase in the value of
property in most parts of the country has
also been having an inflationary effect.
Philip Woolner, joint managing partner at
Cambridge-based estate agency Cheffins,
reports that annual rents for new indus-
trial units in desirable locations around
the East of England are between £110 and
£140 per m?, while those for warehouses
in the very best locations can be even
higher. Only five years ago, the top indus-
trial rents ranged from £75 to £90 per m?.

“The combination of strong demand,
very short supply and increased building
costs have contributed to a rental growth
rate that shows no signs of abating.
Without a significant increase in the
amount of industrial land coming forward
to the market, the supply of high-quality
logistics space will continue to be con-
strained,” says Woolner, who adds that the
problem is being exacerbated by planning
restrictions, such as the time it typically
takes to secure permission to build an
industrial unit.

So how can the industry get enough
space in the right place at pace?

“Perhaps one way the UK could sur-
mount this challenge would be to allocate
significant acreage to industrial develop-
ment in some of the larger state-led
schemes,” Woolner says.

He notes that the government is form-
ing a long-term strategic plan to help
co-ordinate the infrastructure, environ-
ment and new developments in an area
that it calls the Oxford-Cambridge Arc, a
tract spanning five counties and centring
on Milton Keynes. To this end, it started a
public consultation this summer.

For its part, Cheffins is seeking inter-
ested parties for a 24,000m?development
of mixed-use commercial space (includ-
ing storage) in Cambridgeshire. It’s hoped
that the inclusion of space for research
and development facilities in this scheme
should attract potential occupiers inter-
ested in updating their warehousing and
fulfilment processes.

Woolner says: “While logistics might not
be the most exciting part of the commer-
cial sector, it does need to be factored into
these government-led programmes if we're
to feed the demand.”

The intensifying competition for prime
space will encourage innovation in log-
istics, according to Mike Trainer, real-
estate partner at law firm Gowling WLG.
He believes that etailers with the proprie-
tary technology that can host the branded
websites of other companies - and the
capacity to handle fulfilment and deliv-
ery themselves — will undoubtedly have a
competitive edge.

“Innovation lies at the heart of the
technology-led online market”, Trainer
says, “and logistics is essential in making
this all work.” @
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Learn more at coupa.com/supplychain

Design forward

Outsmart
Disruption.

Simply put, supply chain resilience is the ability
to expect the unexpected. When your supply
chain is designed to adapt and evolve, you'll be
well-prepared.

Supply Chain
Design & Planning
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Rethinking
just-in-time

The global semiconductor shortage has
highlighted the pitfalls of procuring parts
right at the moment they’re needed, but
stockpiling isn’'t always the answer either

Rich McEachran

fter car sales slumped at the start
o of the pandemic, demand for new
models has accelerated this year
to the extent that cars are sold before they
even roll off the factory floor. While this is
about demand outpacing supply, the crux
of the problem is that a shortage of semi-
conductors is holding back production.
This chip crunch is forcing the industry to
rethink its supply management practices.
For a long time, car manufacturers have
relied on just-in-time (JIT) supply chains,
meaning that they access what they need
only once it’s needed. Toyota, which pio-
neered the JIT model in the 1960s, has
described it as a concept in which each pro-
cess produces only what is needed for the
next process in a continuous flow. But, at a
time when the chips have been down for
nearly the whole automotive industry, it is
Toyota that has best steered clear of disrup-
tion and kept its production rate on target.
It ha achieved this not through JIT but by
taking a just-in-case (JIC) approach - where
inventory is stocked up before it’s needed -
to semiconductors.
Back in 2011, the Fukushima earthquake
had affected hundreds of Toyota’s suppliers.
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JIT supply chains rely
on the assumption that
it’s a universally negative
outcome for components
in a supply chain to
come to rest at any point

In light of that disaster, the Japanese car
maker decided to overhaul its supply chain
and implement a risk management system.
It identified semiconductors as the compo-
nents most likely to face delays in shipping,
so it worked with its manufacturing part-
ners to build a stockpile.

The ploy paid off. Toyota outsold General
Motors in the three months to the end of
June, becoming the biggest car maker by
sales in the US in Q2 2021. It was the first
time that this had happened since Q3 1998,
according to analyst Edmunds.

The JIC strategy is about maintaining a
minimum inventory level and hoping that
stock never runs out. This can be costly if
inventory is wasted, but the global nature of
supply chains sometimes makes JIC a more
suitable approach than JIT.

The goal of JIT is not to keep inventory
low but to improve efficiency and reduce
costs and warehousing requirements. Parts
are delivered to assembly lines moments
before they need to be fitted, which enables
cars to be built to order. This works well if
parts are manufactured in-house or from
local suppliers that can guarantee delivery
on a daily basis. In the case of semiconduc-
tors, most of the world’s supply comes from
a single firm, the Taiwan Semiconductor
Manufacturing Company. Relying on parts
to be shipped from one supplier is where JIT
falls down.

Jennifer Bisceglie is the founder and CEO
of Interos, a supplier of technology designed
to manage supply chain risk. She says that
JIT supply chains “rely on the assumption
that it’s a universally negative outcome for
components in a supply chain to come to
rest at any point”.

The manufacture of a single semiconduc-
tor — a process that takes months - often
involves hundreds of steps. The chip may
have to cross international borders dozens

DISRUPTION IN THE SEMICONDUCTOR SUPPLY CHAIN

IS AFFECTING CAR PRODUCTION

IHS Markit, 2021

Estimated lost output in the global light vehicle production market in 2021 (million units)
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of times before it reaches the customer.
Many units will also be assembled, tested
and packaged in the same location, increas-
ing the likelihood of bottlenecks or ship-
ment delays. This makes the supply chain
fragile, leaving car makers exposed.

“This doesn’t mean that auto makers
can’t try to approach [procuring chips] in
a lean manner,” Bisceglie says. “But it does
give them an added incentive to develop
real-time visibility of their entire supply
chain, so that they can anticipate disrup-
tions well in advance and stockpile exactly
as much as they need.”

Whereas JIT requires suppliers upstream
to be able to provide parts on time every
time, JIC will work only if customers are
continuously predicting their demand for
parts and instantly relaying that data to
their suppliers. This ensures that suppliers
are optimising production to meet demand
and prevents companies from overstocking
or understocking - in theory, that is.

“The only thing that can be guaranteed is
that a forecast will be wrong,” says Richard
Sadler, director of business development at
SMMT Industry Forum. “It’s how these fore-
casts are managed that must improve.”

This applies not only to semiconductors
but to all critical components with long
lead times, Sadler adds. The first step is
to identify all these items, just like Toyota
did after the Fukushima earthquake.
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Bisceglie believes that car manufacturers
have learnt lessons from the chip crunch
and will already be reconsidering their JIT
inventory approach to avoid getting caught
out again. They will also be looking for ways
to bring suppliers closer to production, so
that they’re more resilient in future.

“This current shortage is months, if not
years, in the making,” Bisceglie says. “Auto
makers will be hard-pushed to acquire
enough chips to meet current production
goals, much less establish significant stock-
piles in the near term.”

Although the semiconductor shortage
has highlighted the limitations of JIT and
presented an argument for a JIC inventory
strategy, the latter is not without it risks.
For instance, warehouses where chips are
stocked could easily be hit by fires that
would destroy inventory.

Peter Maithel, an automotive supply
chain strategist, says: “It’s abundantly clear
that auto makers can no longer afford to
run as lean as they were doing before the
chip crunch. But it will take time to find
the right balance between JIT and JIC
once things return to normal and demand
patterns become clearer.”

The industry won’t turn its back on JIT
completely, given how efficient the system
can be, Maithel predicts. But car manu-
facturers will be seriously rethinking how
they procure key components. ®
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Why you

need a

supply chain digital twin

Digital twins are booming in popularity as companies seek resilience and higher

performance in their logistics. Madhav Durbha, vice-president of supply chain

strategy at Coupa, explains the power of the concept

What is a supply chain digital twin?

It is an exact replica of your physi-

cal supply chain. It includes all the

interconnections: where stuff s
made, how it moves, and where it is sold.
Everything. It's used by the world's largest
companies, and is now a mainstream idea
in the supply chain industry.

What's it for?

It gives you an overview of your entire

operations. You can see the entire

scope of your logistics and which parts
are connected, all the way from the source to
shelf. A digital model is perfect for testing out
different possibilities and scenarios. We liken
it to a flight simulator: you don't just tell a pilot
to get into a cockpit and let them learn in the
air, you put them in a simulator and subject
them to shocks and to unknowns to see how
they react. It's the same. The digital twin is a
sandbox simulator for testing out your ideas
before implementing them in the real world.

What sort of scenarios get tested?
Everything and anything. For exam-
ple, you can look at natural disasters
or disruptions. When the Ever Given
container ship got stuck in the Suez Canal
it was traumatic for all sorts of compa-
nies. A digital twin can model the impact
of a single event or series of disruptions
such as this and analyse what goods are
affected and the knock-on results further
down the supply chain. You can run the
simulations and then make a plan to mit-
igate potential threats.
The digital twin is also used for long-term
planning. Should you expand distribution

THE BUSINESS VALUE FROM DIGITAL
TWIN IMPLEMENTATIONS IMPACT
MULTIPLE OPERATIONAL AND
BUSINESS KEY PERFORMANCE
INDICATORS.

Upon surveying Coupa customers,
the following averages of benefits
were found:

10

76

savings in inventory

production
cost savings

1_0%

76

in transportation
cost savings

in sourcing cost
savings

capacity? Create a new supplier base?
It's possible to optimise in so many ways.
When it comes to scenario testing and
long-term planning, we've seen with the
likes of lkea how continuously measur-
ing and testing has enabled them to con-
nect across a wider value chain and better
manage risk.

What about disruption like Covid?

A digital twin is invaluable in times

of rapid change and the Covid pan-

demic brought many changes at once.
For example, a major US apparel brand had
to shut its brick-and-mortar stores but
had a lot of products arriving from the Far
East into the US, and so needed to shift
sales to ecommerce. It used the Coupa
digital twin to identify the best places to
store inventory and fulfill orders. The
model helped the brand find the best solu-
tion in a complex and fast-moving supply
chain situation.

Can a digital twin help reduce

carbon emissions?

Many companies want to report their

carbon footprint, and other emissions,
across the supply chain. For a large company
this is complex. A digital twin helps compa-
nies monitor emissions and understand how
they can lower them. For example, maxim-
ising efficiency of trucks. Are they sending
them out only half full2 We can run our algo-
rithms to find solutions and calculate the
break even point on things like the electrifi-
cation of a fleet. We are also working with a
Scandinavian electric truck manufacturer to
design its charging network.

Is it laborious to install

and maintain a digital twin?

It's actually relatively fast to lay the

foundation and start deriving value.
The value unlock can happen in as soon as 10
to 12 weeks. From then on there are incre-
mental improvements as new data sources
are included. At the bare minimum you want
three to five people as the core modelling
community. Large companies can have as
many as 40 people involved for modelling
across avariety of regions and business units,
and operationalising the recommendations.
For maintenance, supply chains change
often. In certain cases, the model is updated
daily. In others, a weekly or bi-weekly refresh
is all that's needed.

Who uses it? Just the

supply chain team?

The beauty of our digital twin technol-

ogy is its ease of use. The graphical user
interface is intuitive. Teams from across the
enterprise can work with the core model-
ling team to run whatever tests and analysis
they want. They can work in a no code, highly
visual environment. They can build apps on it
to serve their own user base. We see compa-
nies with hundreds of users across the enter-
prise accessing the digital twin via the cloud.

So it benefits more than

the supply chain team?

Yes. Supply chains are complex and

everything is integrated. You cannot
isolate manufacturing or retail or distribu-
tion. Organisations often suffer because
these departments become islands.
Instead, a digital twin allows colleagues to
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CHEP has relied upon
Coupa to reduce
waste, engage in
strategic planning,
save costs, and
create circularity

see across functional domains. It is benefi-
cial for the company as a whole, rather than
trying to optimise one little piece at a time.
That can be profound for companies that
grow by acquisition and might have 20 or 30
ERP systems running in parallel. They get to
see the big picture.

What role does Al play?

Data is constantly changing, models

are changing, and organisations are

including more external data. Our Al
engine is built in-house, running our propri-
etary technology built by the 200 or more
data scientists at Coupa, and can help solve
the most difficult scenarios. For example,
when Covid hit, one of our clients - a bev-
erage maker - was simultaneously affected
by aluminium can shortages from their sup-
pliers and capacity shortages owing to the
need to maintain social distancing in their
plants. Some of their employees fell sick as
well. Our Al has the ability to keep up with
that variability, crunch the data and come

up with prescriptive recommendations. It
really helped this company through a pro-
foundly difficult time.

Which companies are best placed

to benefit from a digital twin?

Typically, any business that works in an

industry with a physical supply chain
could benefit from a digital twin. Our typi-
cal prospect profile is across 11 industry ver-
ticals like consumer packaged goods, food
and beverage, automotive, high tech, indus-
try, retail plus the public sector. Anywhere
from $250m in annual revenue and larger.
The configurability of our software means it
works across different industries.

What is the future for digital twins?

More companies will embrace the

concept. Leadership is forged in

times of disruption. Justasin Formula
One, the money is made on the curves, not
the straights. We are dealing with a lot of
disruptive forces right now, so there's
never been a better time to bring in digi-
tal twin technology and unlock tens or even
hundreds of millions of dollars in opportu-
nities with those capabilities. A digital twin
really is that powerful.

To find out more visit:
https://www.coupa.com/supply-chain
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