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 Supply chains are the arteries of today’s globalized economy – they 
enable the international trade fl ows that empower global 

commerce. Supply chain management has become an essential topic 
across all spheres of management and a strategic agenda item in every 
boardroom. Today’s supply chains are evolving to refl ect the increased 
complexity of world trade – a highly competitive, super-connected, 
fast-changing and increasingly volatile global environment, which is 
progressively more diffi cult to predict.  

 Introduction 

 Few generations have seen such rapid changes and expansion in 
technology, trade and globalization as we have experienced in the 
past few decades. The rise of China and other Far East economies, the 
internet and e-commerce, volatile fuel prices, automation and envi-
ronmental issues are just some of the factors that have – and will 
continue to – infl uence and transform our business and personal lives. 

 Companies, business models and management techniques have 
had to evolve to both refl ect and take advantage of these changes 
which, most critically, have made possible the enormous increase in 
world trade and global prosperity. Greater use of collaborative part-
nerships, outsourcing and off-shoring has created elongated networks 

 Global 
supply chain 
ecosystems 

  01 
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Global Supply Chain Ecosystems2

of organizations that require more sophisticated management and 
controls than ever before.

Consequently, modern supply chains have become complex, multi-
layered, interconnected distribution systems that enable companies 
and countries to trade more effectively and efficiently. Developed by 
innovative, competitive and ambitious stakeholders and users, they 
have been the essential enablers of international cargo flows around 
the world, bringing economic and social benefits, and leading to a 
steady improvement in the standard of living for millions.

Confirming how these networks enable business in an increasingly 
connected world, the Financial Times’ (FT) lexicon describes how 
‘businesses operate in a broader network of related businesses offer-
ing particular products or services – this is known as a business eco-
system’. They further define the business ecosystem as ‘a network of 
interlinked companies, such as suppliers and distributors, who inter-
act with each other, primarily complementing or supplying key com-
ponents of the value propositions within their products or services’.

From the supply chain perspective, Cranfield School of Manage-
ment’s Dr Martin Christopher adopts an end-to-end perspective of the 
flows of product and accompanying information from the source of raw 
materials to delivery to the end customer – and sometimes beyond – to 
develop a definition of supply chain as: ‘The network of organizations 
that are involved, through upstream and downstream linkages, in the 
different processes and activities that produce value in the form of 
products and services in the hands of the ultimate consumer’.

Christopher explains that the notion of networks is particularly 
important, stressing the key point that modern supply chains are not 
simply linear chains or processes, ‘they are complex networks – the 
products and information flows travel within and between nodes 
in a variety of networks that link organizations, industries and 
economies’.

Supporting the concept that the supply chain can become a source 
of competitive advantage, the FT lexicon explains how, ‘Ecosystems 
also create strong barriers to entry for new competition, as potential 
entrants not only have to duplicate or better the core product, but 
they also have to compete against the entire system of independent 
complementors and suppliers that form the network.’
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Global Supply Chain Ecosystems 3

In this introductory chapter, we build on these principles and 
explore three critical dimensions of supply chains that have continu-
ally evolved during recent years to become the foundations of how 
and why we have transformed into the world of ‘global supply chain 
ecosystems’, namely:

 ● supply chain is strategic;

 ● supply chain is complex;

 ● supply chain is global.

Supply chain management has become 
strategic

Leading companies are increasingly considering their supply chains 
as strategic  –  as a business enabler, as a revenue driver and as a 
differentiator. In many sectors, companies compete on the basis 
of their supply chains, as much as on their actual products. For 
many businesses  –  particularly those in high-tech and consumer 
 electronics – time to market and effective distribution channels are 
critical success factors, and therefore supply chain management capa-
bilities become a source of competitive advantage.

The all essential human capital dimension of supply chain man-
agement capabilities is covered in Chapter 9, including looking at 
talent attraction, development and retention strategies as a source of 
competitive advantage.

Historically there have been many misunderstandings about what 
exactly is supply chain, with many business managers thinking that 
it’s all about trucks and warehouses – which are in fact components 
of logistics, which in turn is a part of supply chain management.

What is supply chain?

The Supply Chain Council (SCC) has finely tuned the definition of 
supply chain as ‘the processes that plan and execute the acquisition of 
materials, transformation of materials into sellable products, delivery 
and return of products and services, in support of customer orders’.
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Global Supply Chain Ecosystems4

As defined in the SCC’s widely accepted Supply Chain Operation 
Reference (SCOR) model, at its highest level, supply chain consists 
of the five key components: plan, source, make, deliver and return.

This broad definition embraces pretty much all the operational 
aspects of the business, representing substantial critical mass of 
a company in terms of resources and assets, as well as spend and 
contribution.

Supply chain is the business

Another perspective is that ‘supply chain is the business’, advocated 
by Prakesh Menon, former Supply Chain Director of Myer, Australia’s 
largest department store, and where during 2010–11 he led the sup-
ply chain transformation that delivered $25 million to the bottom 
line. Prakesh is adamant that: ‘Supply chain is not just about logistics. 
Supply chain is the backbone for any retailer and it is about the end-
to-end processes. It is about the cash-to-cash cycle. You streamline 
this and get it humming, you have a world class operation happening 
in your retail organization and add significant profit to your bottom 
line. Supply chain is the business.’

The supply chain comprises every single function that enables 
getting products to customers. World-class organizations no longer 
perceive the supply chain as merely tactical support for business as 
usual, but take a holistic position that their supply chain is what 
drives the business.

Supply chain in the boardroom

A growing trend in recent years is the presence of supply chain man-
agers on the board, with supply chain strategy and performance 
becoming standing executive agenda items, and the adoption of the 
role and title of Chief Supply Chain Officer (CSCO).

Research led by Professor Alan Waller (2012) of Solving Efeso, in 
collaboration with Cranfield, found that in well over half of the com-
panies surveyed, the most senior supply chain person now sits on the 
board of the business unit and suggests that this trend is accelerating. 
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This in stark contrast to just 10 years ago, when it was highly un-
usual for companies to have supply chain representation at board 
level and ‘supply chain strategy’ typically amounted to not much 
more than the aggregation of individual functional decisions. The 
research report summarized that ‘the supply chain is an intrinsic ele-
ment of the enterprise and its ability to adapt quickly to changes in 
the commercial environment is critical to the financial and market 
performance of the business.’

A high-profile example of supply chain in the boardroom is Apple. 
Prior to becoming chief executive, Tim Cook was an acknowledged 
expert in the quiet but critical world of supply chain management. 
His level of operational expertise and experience is critical to Apple’s 
continued leadership in global markets with global products amongst 
global competition, where the supply chain drives competitive advan-
tage through time to market, finely tuned global operations, eco-
nomically efficient logistics networks and simultaneous worldwide 
product releases.

Having an increasing presence at-the-table means that supply 
chain leaders have to learn to speak the language of the boardroom 
in order to operate effectively and succeed.

Supply chain and the CFO

According to research by the Supply Chain Council, supply chain is 
responsible for 63 to 90 per cent of a company’s total spend, how-
ever organizations typically measure and report financial metrics by 
department or product – not by supply chain.

Even with many companies having supply chain representation in 
the boardroom, in reality there is still some way to go before the 
whole board considers supply chain to be the business, in which case 
there is a risk of sub-optimizing from a strategic planning perspective.

In terms of dialogue with the CFO, in reality the supply chain has 
significant material impact on multiple aspects of the profit and loss 
and balance sheet statements. Supply chain managers can therefore 
readily translate their activities, influence and results into the busi-
ness language suitable for the CFO and the boardroom.
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 TABLE 1.1 Supply chain impact 

   Profi t and loss  Supply chain impact   

  Revenue Customer service  

  Cost of goods

  

  

Sourcing and procurement  
Capacity utilization  
Operational effi ciencies  
Inventory management  
Warehousing and transport  

  Admin expense Order processing  

  Interest expense Inventory fi nancing  

 From the profi t and loss perspective, supply chain will impact the 
following areas:  

 Likewise, supply chain activities will impact throughout the balance 
sheet. Accounts receivable and cash assets will be impacted by order 
fi ll rates, invoice accuracy and order lead times; whilst balance sheet 
inventory will be infl uenced by supplier relationships, supplier man-
agement strategies and inventory policies. The fi xed asset categories 
of property, plant and equipment will directly refl ect a combination 
of the company’s warehouse network, insourcing and outsourcing 
strategies and build-buy-lease decisions. Order quantities will affect 
current liabilities whilst the fi nancing arrangements for inventory, 
plant and equipment will infl uence long-term debt and shareholder 
equity.   

 Supply chain and marketing drive the business 

 There are exciting and evolving synergies between the supply chain 
and marketing functions, as together they become the primary busi-
ness drivers for companies in the modern era. Each of them is both 
a functional discipline and a profession. Taking the broad perspec-
tives of both disciplines, these two functions together embrace all the 
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critical business activities of a company, whilst IT, HR and finance 
play a supporting role.

With marketing comprising the four Ps of product, price, promotion 
and place and supply chain encompassing the five operational activi-
ties of plan, source, make, deliver and return, then logistics becomes 
the point of intersection, the linkage between the place (distribution) 
function of marketing and the deliver function of supply chain.

Hence marketing and supply chain together are becoming the pri-
mary engines that drive the business. The Chief Marketing Officer 
(CMO) and the Chief Supply Chain Officer (CSCO) will therefore 
become the most critical leadership roles to sit alongside the CEO 
and CFO in the C-suite of the future.

Supply chain as competitive advantage

In an increasingly competitive world, the supply chain is more and 
more seen as a key source of competitive advantage and differentia-
tion. Brands strive to build powerful supply chains that will enable 
them to get their products to market faster, more efficiently and eco-
nomically than their competition. Businesses are now competing on 
the basis of their supply chain management capabilities almost as 
much as their product or their brand.

Any chain is only as strong as its weakest link – and it’s the same 
with supply chains, except that in an ecosystem the linkages are not 
consecutive and not linear; there are numerous multi-dimensional 
connections with profound interdependencies.

Nevertheless, the strategy of continuous improvement by consist-
ently and persistently working on strengthening the weakest link(s) 
still applies, and companies adopting such an approach will leverage 
their global supply chain ecosystem for competitive advantage in our 
complex, connected world.

Supply chains have become 
increasingly complex

In the past, supply chains were vertically integrated within local com-
munities of suppliers and customers, with individual cities or regions 
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specializing in specific sectors – for example automotive in Detroit, 
steel in Sheffield, shipbuilding on the river Clyde in Glasgow.

In today’s connected world of open borders, reduced barriers to 
trade, cost effective long-distance transportation and low-cost labour 
markets, supply chains have now become infinitely more com-
plex, compounded by the widespread adoption of outsourcing and 
off-shoring.

Through globalization, supply chains have developed, evolved 
and morphed into complex ecosystems, comprising many different 
organizations, featuring numerous multi-layered interdependencies, 
spanning the globe, crossing time zones, borders, cultures and lan-
guages. All these factors combine to exponentially increase supply 
chain complexity.

Outsourcing

Defined as ‘the act of one company contracting with another com-
pany to provide services that might otherwise be performed by in-
house employees’, outsourcing is generally undertaken in order to 
benefit from using an external provider – typically through gaining 
economic advantages and leveraging specialist expertise.

Adopting the Tom Peters’ mantra ‘Do what you do best and out-
source the rest’, organizations have taken the approach of focus-
ing on their core competencies – retaining those activities in-house 
(insourced), whilst seeking external partners to undertake activities 
that are non-core and that can be undertaken by third party service 
providers.

Today’s supply chain ecosystems inevitably incorporate third party 
providers offering services on an outsourced basis, ranging from back 
office services and debt collection through to customer service, ware-
housing and transportation.

Outsourcing partners typically have specialist expertise and the 
economies of scale that enable them to deliver the required results 
better and more cost effectively than could be achieved by the client 
using their own in-house resources.

These trends have led to industry sub-sectors of firms providing 
services on an outsourced basis  –  including call centres, finance, 
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payroll, telecommunications, computing and of course transporta-
tion and logistics. In fact, business process outsourcing (BPO) has 
become a mainstay of employment generation and economic devel-
opment in certain economies such as the Philippines where over one 
million people are employed in customer service call centres and in 
India where a very large software development community provides 
services for the ICT (information and communication technology) 
industries.

In addition to leveraging the scale economies that result from 
servicing multiple clients, these focused outsource service providers 
also nurture and develop specialist subject matter expertise, domain 
knowledge, streamlined processes and technology platforms that 
are above and beyond levels that any single organization could – or 
would want to, or need to – develop themselves in-house.

Off-shoring

Off-shoring refers to moving business activities out of the company’s 
home country to another location in a different country – usually to 
take advantage of lower cost environments. Off-shoring has become 
particularly prevalent for manual oriented production activities, and 
also to reconfigure the product’s country of origin classification, in 
order to capitalize on preferential trade agreements (PTA) – also 
known as ‘tariff engineering’.

The opening up of emerging economies  –  enabling access to 
large scale labour forces that are plentiful and cheap –  resulted in 
numerous low cost country sourcing (LCCS) initiatives, involving the 
off-shoring of large scale, labour intensive production activities to 
countries such as Mexico, Hungary, China and Vietnam.

In many cases, these off-shoring initiatives also involved the sub-
contracting out of the production to third parties – outsourcing –  
in which case the business activities were both off-shored and 
outsourced.

Many companies have established their own international sub-
sidiaries in overseas markets and transferred business activities to 
those lower cost environments, in effect these activities have been off-
shored, but are still insourced – ie produced in-house, not outsourced.
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In our globalized world, outsourcing is often confused with off-
shoring and the terms are sometimes used interchangeably. To be clear, 
outsourcing refers to the ‘who’ – the organization performing the ser-
vices, and off-shoring refers to the ‘where’ – the location where the 
services are performed. Outsourcing is still outsourcing irrespective 
of where the outsourced services are actually performed – whether 
onshore or offshore.

Elongated, interconnected, multi-layered 
and interdependent networks

Coupled with the increased accessibility of international markets – and 
further facilitated by technological developments that enable ships and 
aircraft to economically undertake ever longer journeys – outsourcing 
and off-shoring have resulted in increasingly blurred boundaries 
within-and-across the complex structures that companies deploy in 
order to efficiently plan, source, make and deliver their products and 
services.

As such, we have seen supply chains evolve into elongated, inter-
connected, multi-layered networks of partners, suppliers, regulators, 
service providers and customers – with profound interdependencies – 
which can no longer be described adequately using the linear concept 
of a ‘chain’. The depth and breadth of complexity, connectivity and 
interdependencies are such that we are now firmly in the sphere of 
global supply chain ecosystems.

Complex supply chain ecosystems

Within these ecosystems, each configuration is unique to the particu-
lar enterprise that owns that supply chain – the principal.

The principal’s chosen business partners join together to config-
ure an ecosystem that serves the common purpose of providing an 
end-to-end channel of distribution – all the way from the suppliers 
of materials and components, extending through manufacturing 
processes  – whether in-sourced or outsourced  –  to the distributor 
and retailer, and ultimately to the consumer.
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As a commercial entity, each principal forms their own distinctive 
supply chain ecosystem, adopting a different composition of similar 
functional participants, or in several cases, particularly within indus-
try sectors, many of the same actual participants, all contributing in 
many different supply chain ecosystems for different principals.

And so it goes on, such that today’s supply chains encompass 
complex webs of interdependencies, frequently spanning the globe, 
designed and deployed to optimize critical attributes – such as speed, 
agility and resilience – that drive competitive advantage.

Speed is a key differentiator in today’s world of high velocity sup-
ply chains. Fashion brands are a good example of the ‘need for speed’ 
in responding to changes in styles, seasons and trends. Inditex (Zara), 
H&M and Benetton are companies whose success has been to a large 
degree based on competitive advantage gained through superior sup-
ply chain design and execution involving short production lead times 
and fast, streamlined distribution channels, that give them the ability 
to rapidly have the latest styles on sale in stores throughout the world 
to take immediate advantage of fast-changing demand.

Agility was a key theme of the KPMG 2012 study of supply chain 
maturity, in which one theme was prevalent across nearly all of their 
research interviews, that ‘supply chain directors need to focus on 

FIGURE 1.1    Supply chain ecosystem
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bringing agility to their supply chains, not only to manage current 
volatility in the markets, but also to put themselves in a competitive 
position once the long-awaited upturn finally arrives’. KPMG reported 
that during lean times, the strongest organizations work on strength-
ening the partnerships that empower their supply chain ecosystems, 
with ‘some focused on driving true collaboration across the supply 
chain and others adopting new, low-cost technologies and operating 
models to enhance transparency and facilitate collaboration’.

Today’s volatile world means that supply chains are vulnerable 
to a wide range of risks, which are explored in detail in Chapter 4. 
Resilience was the focus of the 2004 Cranfield white paper by Martin 
Christopher and Helen Peck, who used the term ‘resilience’ as it relates 
to supply chains as networks, and so adopted a ‘dictionary-based defi-
nition that is rooted in the science of ecosystems’. Their paper used the 
definition of resilience as ‘the ability of a system to return to its origi-
nal state or move to a new, more desirable state after being disturbed’. 
They reinforced the inherent need for flexibility and pointed out that 
the desired state may well be different to the original state.

As modern supply chains increasingly resemble ecosystems rather 
than linear chains, the suppliers, manufacturers and service provid-
ers that work together to service one client’s supply chain could well 
be fiercely competing against each other to win business to provide 
services for a different client’s supply chain. Indeed, whilst each com-
pany has their own supply chain ecosystem – over which they have 
control – that same company will most likely be a participant in sev-
eral other supply chain ecosystems, for example for its customers or 
suppliers.

This combination of complexity and connectedness result in sce-
narios where a company may find that one single external organi-
zation may actually be a supplier, and/or a customer and/or a 
competitor – depending in whose supply chain ecosystem configura-
tion they are operating! High-tech sector examples would include 
Apple and Samsung, or Microsoft and IBM. In this context, organi-
zations must therefore develop the capabilities to effectively work 
with not just multiple different partners in their own ecosystem, but 
also the same partners playing multiple different roles across other 
ecosystems.
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Two examples from leading global brands illustrate the complexity 
of today’s global supply chain ecosystems:

 ● Apple’s iPhone 6 supply chain involves some 786 suppliers in 
31 countries, 60 of which are in the United States and 349 in 
China.

 ● Boeing’s extended global supply chain procures 783 million 
parts per year, involving total spend of $28 billion, across 
5,400 factories employing 500,000 people.

Global supply chain ecosystems inevitably involve numerous organi-
zations working together for a common purpose, such that by nature 
of comprising multiple participants, the ecosystems must inherently 
involve outsourcing – thus requiring collaboration.

Collaboration

Advancing the complexity even further is another of the key factors 
that empowers competitive advantage through effective global supply 
chain ecosystems – collaboration. This is something that just about 
everyone talks about, but is consistently challenging to successfully 
implement and deploy. It appears that individuals can collaborate 
quite effectively with each other, but when it comes to organizations, 
collaboration becomes inherently more difficult to achieve.

Complex globalized supply chains involve numerous suppliers, 
manufacturers and service providers, such that whatever impacts 
one link or node, can affect the whole ecosystem. To execute a sup-
ply chain efficiently, the participants need to work together and that 
usually requires open information-sharing between all the partners 
throughout the ecosystem  –  something that most participants are 
reluctant to do.

Companies have a natural resistance to share their business 
details or reveal information to any outsiders, but economic reality 
may force supply chain participants to collaborate in order to win 
business – because the principal customer demands it. Many of the 
world’s Fortune 500 companies – particularly in high-tech electron-
ics, automotive and consumer retail sectors – insist on their chosen 
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business partners embracing a collaborative approach throughout 
their supply chain ecosystem.

Transport Intelligence (Ti) of the UK, found that a number of logis-
tics service providers have stated that they would consider collabo-
rating with a competitor but only if such collaboration was managed 
by a neutral third party, with strict confidentiality policies in place.

Whatever type of collaboration, the ‘new normal’ of complexity and 
volatility will require more of it – in order for companies to become 
better positioned to effectively deal with the challenges ahead and to 
be able to sense and respond to ever changing supply chain dynamics. 
The need for supply chain visibility is addressed in Chapter 2.

One of the many challenges for today’s supply chain professionals 
is therefore to learn the art and science of practical collaboration, 
further empowering their global supply chain ecosystems. Typically 
this involves yet another balancing act – that of leveraging partners 
for economies of scale and combined competitive advantage, whilst 
protecting organizational assets, including human capital, tribal 
knowledge and proprietary customer intelligence.

Collaborative supply chain management therefore – whilst won-
derful in theory – can be difficult to achieve in practice – due to the 
inherent reluctance of organizations to openly share their data and 
information with other supply chain participants, many of whom 
are, or are perceived to be, competitors.

As a reminder of this fact, there are two distinct dictionary defini-
tions of ‘collaboration’: (a) to work with others for mutual benefit; 
and (b) to willingly assist the enemy!

Back to basics

Amongst all the complexity, let’s remind ourselves of the fundamen-
tal objectives of supply chain management – to manage the efficient 
and effective flow of four critical elements throughout the ecosystem: 
goods, services, funds and information.

And whilst managing these flows of goods, services, funds and 
information, supply chain managers are continually striving to bal-
ance the optimization of three key performance metrics: speed, cost 
and quality.
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All sounds rather straightforward. However, in reality the combi-
nation of complexity and volatility make global supply chain man-
agement both exciting and challenging, but never boring.

As companies continually try to juggle speed, cost and quality in their 
supply chains, it becomes apparent that all three elements cannot be 
optimized simultaneously! One of the three will always have to be com-
promised to some extent – in order to optimize the other two elements.

For example, if the solution is fast and cheap, then it will most 
likely have to compromise on quality. Likewise, if the supply chain 
requires top quality and high speed, then it is unlikely to be the lowest 
cost solution. In global supply chains, the classic trade off example is 
the contrast in speed and price between air freight and ocean freight.

Hence the perpetual challenge of supply chain optimization – finding 
the right balance between speed, cost and quality that is appropriate 
for the circumstances of any particular supply chain scenario, which of 
course will vary frequently and on an irregular basis.

Global supply chains for a connected world

The explosion in world trade

Despite the volatility of recent decades – political upheaval, spikes in 
energy costs, wars and terrorism, environmental issues – the volume 
of goods moved internationally has grown far beyond what most 
would have forecast.

World Trade Organization (WTO) figures for gross imports and 
exports between 1973 and 2013 show just how vast this growth has 
been. Measured at current dollar prices, the 1973 figure was $1,175 
billion; by 2013 the figure had risen to $37,658 billion, a 32-fold 
increase.

The emergence of China as a world economic power has of course 
played a major role, with imports and exports rising from a mere  
$11 billion in 1973 to $4,160 billion in 2013, taking an 11 per cent 
share of total world trade. During the same 40-year period, the USA 
has managed a 27-fold increase in trade, from $114 trillion to $3,910 
trillion.
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Such global developments have considerable social and political 
implications. In its 2014 annual report, the WTO emphasized the 
positive link between trade and development. It focused attention 
particularly on least-developed countries (LDCs), proposing a series 
of capacity-building initiatives, improving market access for such 
states and recognizing the potential of e-commerce trading.

The operational impact of globalization is that supply chain eco-
systems need to be flexibly configured such that they can effectively 
serve the full spectrum of developed, developing and emerging mar-
kets  –  across which there are huge variations in consumer tastes, 
regulatory environments and transport infrastructure. From the geo-
graphic dimension, changes to the landscape are driving some key 
supply chain shifts that have consequences for business leaders and 
supply chain managers to learn from and respond to, namely:

 ● carbon footprint considerations;

 ● shift beyond globalization;

 ● growth market opportunities.

Carbon footprint considerations

With growing awareness of and concern about environmental issues, 
the supply chain’s carbon footprint – comprising the total greenhouse 
gas emissions caused by the supply chain – has become a significant 
strategic consideration.

One inescapable fact about global supply chain ecosystems is 
that they are significant users of oil – a commodity whose price is 
extremely difficult to predict. Whether storing goods, transporting 
them by road, rail, sea or air, the supply chain continuously consumes 
fuel and consequently generates some level of pollution. Oil prices 
are notoriously volatile, falling low when supplies are plentiful but 
rising rapidly when demand is high or political instability affects a 
major oil producer. In the last decade we have seen prices range from 
$70 to more than $150 per barrel – and back down to less than $70. 
New alternative energy sources are challenging the dominance of oil, 
furthering the volatility in relation to both price and availability of 
the sticky black gold.
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Clean and green supply chains are increasingly in vogue. Envi-
ronmental issues and legislation add to the complexities involved in 
assessing how to structure a global supply chain strategy, with pro-
gressively more stringent requirements and expectations.

According to MIT, sustainability is now a permanent part of 70 per 
cent of corporate agendas. Most companies now also consider green 
supply chain practices as a vital element of competitive advantage, with 
many businesses confirming that green practices can and do reduce 
costs – and are therefore contributing to increased profits. According 
to a Cohn & Wolfe survey (slideshare, 2011), the majority of consum-
ers in all countries say that it is very important or somewhat impor-
tant, that companies are environmentally-friendly and 35 per cent of 
respondents say they are willing to pay more for green products.

In reality, thus far there is little evidence of wide-scale consumer 
willingness to actually pay higher prices for consumer product com-
panies being green. Nevertheless they are demanding it and businesses 
are implementing it  –  in many cases adopting modern marketing 
strategies to adapt it into a differentiator as a source of competitive 
advantage.

From the supply chain carbon footprint perspective, globalization 
has significantly increased the total transport miles involved in manag-
ing the journey of materials, components, intermediate goods and fin-
ished products – all the way from their multiple diverse origins through 
the complex ecosystem to their final destinations, in turn creating quite 
a carbon footprint, the perils of which both consumer and business 
buyers are increasingly aware. More miles means more fuel, more 
dollars and more emissions. Shortening some of the distances involved 
in today’s elongated global supply chains will reduce total transpor-
tation miles, thereby using less fuel and therefore saving money and 
reducing emissions. Green supply chains are explored in Chapter 3.

Shift beyond globalization

Above and beyond the pressures to reduce transportation miles and 
improve carbon footprint, the low-cost element of global sourcing 
has been impacted by inflationary pressures across the emerging and 
developing markets.
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What was once low cost has now become just lower cost – China is 
no longer as cheap as it once was. In many cases lower cost is no longer 
low enough to economically justify the additional complexities – and 
expense – of managing a global supply chain ecosystem.

All low-cost countries are experiencing inflationary pressures. 
Factory wage inflation in China is running at over 15 per cent per 
year. Likewise, land and labour costs are increasing across all emerg-
ing markets. Transportation costs are subject to fuel price volatility. 
Ocean freight now takes longer due to the new norm of slow steam-
ing, increasing working capital as a result of finished goods inven-
tory being in transit  –  on the water  –  for 20 per cent longer on  
average.

Companies are consequently rethinking their globalization strat-
egies and exploring options for reconfiguring their supply chain 
ecosystems –  in some cases to move some production closer to the 
final consumption market – most likely still outsourced – and also to 
adopt a more regional approach.

In fact, outsourcing and globalization are identified by John 
 Manners-Bell (2015), CEO of Ti, as the two most notable supply 
chain shifts that have transformed the relationship between manu-
facturers, retailers and their logistics providers since the 1980s. Now, 
with the increasing velocity of change in the industry, he predicts an 
increased focus on supply chain innovations, which will range from 
those affecting specific sector niches and logistics functions, to those 
which have the power to transform the entire industry.

Chapter 12 explores several examples of supply chain innovation 
that are, or soon will be, impacting supply chain ecosystems, specifi-
cally focusing on technological developments, inland port develop-
ments and game-changing infrastructure initiatives.

Off-shoring to near-shoring to re-shoring

With rising labour rates in China – and elsewhere in Asia – gradually 
eroding the cost differential with the developed markets, companies 
in US and Europe are considering moving some of their off-shored 
production closer to home (near-shoring); or in fact bringing the 
production all the way home to produce in the domestic market 
(re-shoring).
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Near-shoring in many ways revisits lower cost locations that are 
in close proximity to the final consumption markets – for example 
Mexico for North America and countries like Poland and Hungary 
to serve Western Europe.

Re-shoring initiatives are politically very popular and gain much 
kudos amongst communities for resurrecting manufacturing and 
creating jobs. With the wide availability of labour seeking gain-
ful employment, local government incentives and subsidies for job 
creation, easy and economic access to the efficiencies of automa-
tion, if required, and newly available lower-cost energy sources in 
their domestic markets, many companies in the western developed 
economies are exploring their options, conscious of the complexi-
ties and increasing costs of operating their global supply chain 
ecosystems.

All these factors are resulting in a trend beyond globalization 
to more regional supply chains. Whether global, regional or local, 
today’s supply chain ecosystems are dependent on integrated logistics 
hubs, leading examples of which are explored in Chapter 8.

Trend towards more regional supply chains

Velocity is an additional factor influencing the rethinking of supply 
chains from global to regional. With product lifecycles continually 
reducing and speed-to-market a key differentiator, then supply chain 
velocity becomes another key component of competitive advantage. 
To increase velocity, companies are exploring how they can shorten 
their supply chains.

Again responding to increasing labour costs in traditional low cost 
markets, fluctuations in oil prices, and the trend towards regional 
free trade agreements (FTA) – explored in detail in Chapter 5 – some 
companies seek to rebalance their supply chain complexity by adopt-
ing a more regional approach.

Hence, for some businesses there will be some – not all – production 
activities that migrate ‘closer-to-home’, adopting near-shoring strate-
gies resulting in supply chain ecosystems configured as ‘Made in North 
America for America’, or ‘Made in Eastern Europe for Europe’.

This will not however be a mass exodus from manufacturing in 
Asia – largely because of the well-established, finely tuned and highly 
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efficient global supply chain ecosystems that service the Asia-Europe 
and Asia-America trades, but also because the potential of the 
domestic consumer markets in the emerging economies is so enor-
mous. Indeed, ‘Made in Asia for Asia’ will gradually become a lead-
ing model for regional supply chain ecosystems that serve the growth 
markets in the Far East.

For the well-established and very substantial Asia-Europe trade 
flows, the latest options for ground based bi-directional transporta-
tion linkages are explored in Chapter 7 – the New Silk Road.

Growth market opportunities

Over and above the evolving trend towards more regional supply 
chains is the scramble to capitalize on longer term opportunities 
in growth markets  –  those that are rapidly progressing along the 
 emerging-developing-developed continuum, have large critical mass 
and represent substantial medium- to long-term potential.

Whilst the traditional developed markets in Europe and North 
America remain in low-to-no growth mode – and the majority of 
them continue to experience varying degrees of economic, social, 
political and financial uncertainty – companies will have to focus on 
some of these new markets to explore new business opportunities.

Reviewing the World Bank’s 2013 GDP growth rates for more than 
200 countries, the vast majority of 5 per cent-plus growth economies 
are in either Asia or Africa, whilst the vast majority of the traditional 
developed markets are hovering below 2 per cent, with the United 
States a notable exception at 2.2 per cent. 2013 GDP growth for 
the United Kingdom was 1.73 per cent, Germany and France were 
at less than one per cent and the euro area as a whole at minus  
0.47 per cent.

In contrast, the diverse group of countries growing at above 5 per 
cent includes Angola, Azerbaijan, Bangladesh, Botswana, Burkina 
Faso, Cambodia, Cameroon, China, Democratic Republic of the 
Congo, Djibouti, Gabon, Ghana, India, Indonesia, Kazakhstan, 
Kenya, Laos, Lesotho, Mauritania, Mozambique, Namibia, Nigeria, 
Panama, Papua New Guinea, Peru, Philippines, Sierra Leone, Sri 
Lanka, Togo, Uganda, Vietnam and Zambia.
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Consequently, leading-edge companies are focusing on reconfigur-
ing their supply chain ecosystems to take advantage of the oppor-
tunities in these rapidly growing economies, which in many cases 
requires building additional resilience into their supply chains.

Currently, many of these growth markets may be not much more 
than potential alternatives for off-shoring and outsourcing initia-
tives. Under-developed economies with abundant sources of labour 
are increasingly interested to attract foreign investment that helps 
to build factories, develop infrastructure and create employment, 
thereby improving economic prosperity for the nation as a whole.

For example, India has only recently begun to show it has the 
drive to fulfil its potential. The second most populous country on 
the planet with 1,267 million inhabitants, its GDP is less than a 
quarter of that of China and less than a third of Japan. Even if it 
reached the level of half of Japan’s GDP, it would add a gross value 
to the world economy of $1.14 billion – equivalent to another South 
Korea. Since 2010 its economy has been growing by around 5 per 
cent per year, albeit starting from a very low base, but even today, 
despite having a number of world-leading industries, the service sec-
tor and agriculture still dominate, and a quarter of the population 
live in poverty.

Opportunities in Africa are explored in Chapter 11. With its 
billion-plus population, Africa in the short term offers plentiful 
 low-cost labour resources, but over the medium to long term is likely 
to represent massive opportunities as a huge consumer market.

The leading modern day example is China. Multinational compa-
nies first went to China to take advantage of an abundant supply of 
low-cost labour and incentives to establish operations in special eco-
nomic zones. Nowadays they remain in China to sell their products to 
Chinese consumers in the local market. The development of factories 
and shops is intertwined. Production and consumption are intercon-
nected and converging. Over time, factory employment has increased 
economic prosperity across the nation, everyone is better off than 
they were. The workers have become the shoppers. The latest saying 
is that the foreign companies ‘came to China for the workers, now 
they stay in China for the shoppers’. With an insatiable appetite for 
western brands, whether cars, fashion, luxury or entertainment, the  
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massive Chinese consumer market provides huge growth opportuni-
ties for all types of trade.

And it’s not just China. The global centre of economic gravity is 
undoubtedly shifting eastwards. Out of all the world’s emerging mar-
kets, those in Asia will be the fastest growing, such that by 2050 
the Asia region as a whole will account for 50 per cent of global 
GDP growth and by 2030 will be home to 66 per cent of the world’s 
middle class. The opportunities and challenges of the ‘Asian Era’ are 
examined in Chapter 6.

Diverse and complex, the Asia region is experiencing unprec-
edented growth and prosperity, but involves overcoming numer-
ous supply chain challenges in order to embrace the smorgasbord 
of potential new business opportunities. Multinational brands are 
following the expansion of Asian consumer markets closely, seeking 
to build revenue and volume, which means they need to review and 
reconfigure how their supply chain ecosystems operate to reach and 
serve these new markets.

The world is connected

The advent of globalization has irreversibly broken down bor-
ders between international markets around the globe. The world 
is undoubtedly connected physically  – with all the ensuing conse-
quences for supply chain management.

However, the digital revolution has changed the game! The con-
vergence of internet, Wi-Fi and mobile has resulted in a different ver-
sion of a connected world.

According to Cisco, 30 years ago there were a total of 3,000 
devices connected to the internet. By 2014 that number had become 
13.5 billion devices and they predict that by 2020 there will be 50 
billion devices connected to the internet.

‘Increasingly everything will be connected to everything’ says 
Cisco’s Matt Smith, Global Head of Market Development.

Always on, digitally enabled – from anywhere and  everywhere – 
people around the world are connected for business and for pleas-
ure. The digitization of everyday activities, from chat to messaging to 
social networks to online shopping to mobile commerce, is furthering 
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the complexity of our global supply chains, with profound implica-
tions for retail in particular. Digital native consumers equipped with 
ubiquitous smart hand-held devices and universal wireless internet 
access are fuelling exponential growth in e-commerce transactions, 
with profound ramifications for supply chain management. Chapter 
10 explores the omni-channel supply chain.

Summary

Once relatively local and comparatively simple, 21st-century supply 
chains have evolved into worldwide interconnected supply-and-
demand networks comprising vastly more complex operations, with 
profound interdependencies and greater exposure to the volatility in 
our connected but uncertain world.

The linear concept of a chain is therefore no longer adequate to 
describe the complex international networks of suppliers, stakehold-
ers, partners, regulators and customers that are involved in ensuring 
the efficient and effective movement of products, services, informa-
tion and funds around the world – we are firmly in the era of global 
supply chain ecosystems.
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