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Fool’s Gold or Holy Grail?

2008 Global Logistics Challenges

By Richard J. Bolte, Jr.
President and CEO
BDP International

+ Reprinted from the 2008 Annual Review & Outlook issue of The
Journal of Commerce

It's been said that a fool is someone who knows the cost of everything, but the value of
nothing. Yet many global shippers continue to fall for the fool's gold of cheap
transportation costs, often at the expense of the holy grail of longer-term, more broad-
based cost reductions that could benefit their bottom lines.

Given the inexorable pressure to cut costs in the short term, it is understandable why
otherwise intelligent, capable people opt for the quick fix of the cheapest transportation
rates they can find, rather than taking a hard look at their overall logistics process to
identify even larger sources of savings. The latter requires a transfunctional collaboration
between and among an organization's key departments, including production, sales and
marketing, warehousing and distribution, procurement, customer service, finance, logistics
and others.

This wide-screen approach helps assure a thorough review of all internal operations
before an order is ever received. If this is starting to sound like supply chain
management, so be it. Within this larger scheme of things, actual transportation costs
become a secondary consideration.

Unlike reducing costs, supply chain management is a value proposition that strives for
systemic cost reduction by, for example, leveraging trade policy to save U.S. duties on
imported materials; proactively managing the transportation component for rate
renegotiation, and better sales cycle forecasting and budgeting; and reducing IT outlays
by partnering with a tech-savvy logistics service provider.

This approach can reduce transportation costs by optimizing carriers and modes and
minimizing maverick transportation spending by suppliers and employees. But it also can
help reduce inventory carrying costs and administrative overhead, provide end-to-end
shipment visibility, reduce order cycle times, promote trade compliance, and ultimately
improve profitability.

In the final analysis, it boils down to value versus cost. Holy grail or fool's gold.

Which will it be?
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Centres of attention:

Warehousing and distribution services prove critical to manufacturers and
retailers in Asia Pacific

As manufacturers increase production of their products and parts around the globe,
experienced warehousing and distribution center services are in even greater demand to keep
supply chains at peak performance.

Location, location, location
Access to skilled labor and proximity to rail and truck corridors are important considerations when
choosing a site for a distribution center, The Journal of Commerce reported recently. Because so
many retail products are now commodities, lower logistics costs and speed to market are key
factors in the distribution center site selection process, the report said. Proximity to highway and
rail corridors is important because the cost of moving merchandise from the distribution center to
the market can be twice the cost of moving a container from a seaport to the distribution facility.
For air cargo, the distance factor from an airport to a DC is even more critical. Locating a
distribution center close to the market and speeding merchandise through the facility and to
stores are critical as merchandise has an even shorter shelf life. To a certain point, real estate
costs are secondary to logistics excellence as companies seek to gain a competitive advantage.
While site selection is paramount, a labor force skilled in warehouse automation can also be a
major differentiator. As DC automation increases, this becomes more important.

Efficient DCs vital for effective logistics

BDP recognized these trends a few years ago when we secured warehousing facilities to
handle the increasing demand of product inventory and transshipment, especially in the Asia
Pacific region. Efficiency and reliability were as important then as they are now for our clients.

“Our clients are reaching out to us more for warehousing capabilities because they have
learned in other areas of the world that the more homogenous they can get with their supply
chain, the easier it is for them to control,” says Ken Wensel, BDP Chief Sales Officer.
“Throughout Asia Pacific we have a solid warehousing organization. The chemical sector, in
particular, is looking at us for distribution capabilities, thanks to our HazMat reputation and the
trust we have established. Our expertise as a supplier can help global companies in places like
India and China, create business opportunities. In China, for example, where there is a heavy
dependence on Chinese production for Chinese consumption, there has to be a distribution
network.”

BDP’s expertise in inventory management and distribution covers sectors such as chemicals,
fast-moving consumer goods, industrial products and office equipment and parts. Services
include:

e Real-time management — offshore inventories managed in a real-time environment

e Special warehousing — facilities for containerized, refrigerated and hazardous materials

e Quality process and superior services — receiving, storing and shipping; consolidation and

de-consolidation, packing, pick pack, swingloads, inland freights; tracking and reporting; and
production of labels and forms

“Through our expertise, we continually help our clients find ways to reduce redistribution costs,
transportation and handling fees,” says Singapore-based Francis Sher, Regional General
Manager, Logistics for BDP’s South East Asia operations. “We offer customised solutions and
enhanced integrated services under our own web-based warehouse management system. This
system is easily interfaced with our clients’ existing applications, featuring many conveniences
including online reports on demand, tracking of inventory, stock movement and delivery.”

BDP has many locations in the Asia Pacific, including China, Singapore, Malaysia, Thailand,
Indonesia and Australia.

China ramps up its transportation services

In China, for example, improving the country’s physical transportation infrastructure and its
supply-chain logistics efficiency are priorities. Industry reports show that logistics costs account
for more than 18 percent of China’s gross domestic product, compared to approximately 10
percent for the US and European economies. Having plants and warehouses close to seaports
does not always mean their supply chains are working at optimum efficiency. The longer supply
chains within China become, the greater the challenge for shippers that want quality, door-to-door
inland transportation service. This is further exacerbated as companies begin to source deeper
into China to get lower production costs.

Which is why many companies are turning to experienced carriers and third-party logistics
providers. Those providers can often look at the total supply chain—overseas ocean and air—
and not just how to move cargo to and from Chinese ports.

Lowest costs should not be the deciding factor, either. Although transportation costs are often
top of the list for many shippers, resources that can provide value in the supply chain, including
reliable service and time to market, can make all the difference.

According to a survey last year by Jones Lang LaSalle, a global real estate investment
company, and the China Supply Chain Council, transport infrastructure and access to markets
and suppliers drive warehouse selection location decisions, echoing other industry data. The
report, which was based on discussions with 138 foreign and domestic companies involved in
logistics activities in China, found that:

m Location was still the most important factor

m Proximity to ports is also important—especially considering the focus of China’s logistics

activities on export markets. Proximity to airports was considered less important.

m Shortages of skilled logistics staff is seen as a more important factor than the cost of labor.

m Storage currently is the most significant use of warehousing, followed by transshipment,

value-added services, and consolidation.

m However, there are plans to move toward value-added activities.

m Speed, specialization and systems—emphasizing the growing importance of narrow delivery

time windows and a reduction in the allowed customer lead.

m Service level and range, together with capability to reduce inventories are very important.

m Security is the most important extra service required by a warehouse facility

The overwhelming majority of facilities (85%) are located in one of three main regional clusters:
Yangtze River Delta, Pearl River Delta, and Greater Bohai Bay. The largest concentration is in
the Yangtze (43%), with the focus on Shanghai (32%).

The focus in the Pearl River Delta focus is on Guangzhou and Shenzhen. For Greater Bohai it
is Beijing and Tianjin. Not surprisingly, these three regional clusters offer the best transport
infrastructure, largest consumer markets, and deepest supplier networks. The report points out
that within two years, focus will continue in the three main regions, with an increasing focus in the
Pearl River region, especially Guangzhou and Shenzhen, where there is investment in road, rail
and port infrastructures.

BDP facilities in China
As demand for goods produced in Asia, especially those from Chinese, continues to rise,
manufacturers and retailers are looking for the most effective logistics services to get their
products to market. That includes warehouses and distribution centers. BDP China offers a full
range of warehouse and distribution services for a wide variety of products including hazardous
classified chemicals and general cargo products and both bonded and non-bonded status.

“This is an important market for BDP,” says Ong Chin Leong, Logistics Manager in BDP’s
Shanghai offices. “We focus on meeting our customers' needs as efficiently and effectively as
possible. We can provide customized warehouse management to meet those special needs.
BDP services are supported by reliable IT systems, providing visibility to our customers’
shipments. These can be provided via access to our system or through interface with our
customers’ systems. BDP also provides domestic distribution services and value-added services
and our track record and specialization in handling of hazardous materials is a big plus.”

BDP warehouse sites are strategically located in central, south and north China and in close
proximity to the ports, airport and industrial parks. In Shanghai multiple sites are available for a
wide range of products.
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Greater Shanghai with an overview of BDP site location
and distance to the ports

1. Baoshan district - bonded warehouse for storage of hazardous and non-hazardous
materials. Located 25 km from Waigaogiao port, 132 km from Yan(g)shan port and 67 km
from Pudong airport.

2. Nanhui district - for non-bonded storage for hazardous and non-hazardous materials. 65
km from Waigaoqiao port, 126 km from Yan(g)shan port and 37 km from Pudong airport.

3. Waigaoqiao free trade zone - a bonded site for general cargo. 5 km from Waigaoqiao port,
105 km from Yan(g)shan port and 42 km from Pudong airport.

4. Putuo - a non bonded site for general cargo. 75 km from Waigaoqiao port, 126 km from
Yan(g)shan port and 37 km from Pudong airport.

South China
BDP provides bonded warehouse services within the Futian free
trade zone.

North China
BDP provides both bonded and non-bonded warehouse services
in Beijing.

BDP facilities in Southeast Asia & Australia

Singapore
BDP’s two distribution centres are in Jurong, Singapore. Primary activities are import

documentation, permit declaration, trucking, loading/unloading, pick & pack inventory control and
cycle count.

“Within a few months, to accommodate increasing business, we will be moving to a bigger
distribution centre within the Jurong area,” says BDP Singapore’s Francis Sher. “The new DC
location will have more than 100,000 sq. ft. and DG capabilities.”

Malaysia
Three locations in Kuala Lumpur and one in Penang.

Thailand
Bangkok.

Indonesia
Jakarta.

Australia
Melbourne and Sydney.

A track record of experience

“We have a good track record and established relationships with our customers,” Sher says.
“There is a value in high-quality warehouse and logistics services, as it is not a commodity. The
expertise and the experience BDP has gained over the years, plus our continuous search for
improvement and innovation places our services beyond that of a normal commodity. It is almost
an intangible asset.

The Singapore DC team is proud to have helped some of their clients receive awards from
their clients. “Because we offer a broad range of services, such as trade and customs
documentation services, import and export clearances, inland transportation, local delivery and
distribution, container haulage, this enables us to effectively integrate the entire logistics chain for
land, ocean and air operations services,” he adds. “BDP also provides customised freight and
storage solutions for our customers by accommodating factors such as flexible timing, load,
discharge times and port congestion. The concept of a one-stop integrated logistics services is
increasingly sought after as a major value-adding activity.

“We are proud to have customers tell us that because of our service they have increased
confidence in their ability to sell and deliver within the marketplace. You can'’t put a price on that
degree of trust.”
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Globalization’s impact on international commerce

According to research by the Aberdeen Group, companies large and small and in all
industries and levels of the supply chain are being forced to deal with international logistics in
ways they may not have had to in years past. Vendors differ widely in their abilities and
competitors are adapting fast to take advantage of new capabilities that are developed.

Whether an optimal mix of in-house capabilities or outsourcing, Aberdeen says companies
must take pains to ensure that the software or service vendors they choose to work with are
capable of supporting a strategy based on the concept of agility. Best-in-Class companies:

m Are 81% more likely to focus on achieving improved visibility of international shipments

as a long-term strategy
m Are 74% more likely than their peers to have automated network design capabilities
m Utilize automated total landed cost tracking after shipping twice as often as their peers

Click Here to return to
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Will US trucking rates stay low into 20097

According to Purchasing.com, a Goldman Sachs analyst believes not only will trucking rates
remain low for all of 2008, but possibly into 2009, as trucking demand also looks to remain
low for the extended term. High fuel prices and overcapacity continue to remain big problems
for trucking. Historically, trucking freight volumes stabilize during a recession, so the potential
for a mild recession in the US economy this year could point to that.

A recent trucking industry report by Bear Stearns said that their resources were seeing
lower LTL pricing as a result of the difficult environment, and that two of their carrier
resources saw an increase in price competition in recent months.
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The virtual water cooler: the growing influence of the
Blog in business

Millions of people each day are weighing in with their opinions, advice, and commentary
online. What began as a teen phenomenon has now grown to include people blogging
from every age and demographic group imaginable. And in the process, they're likely
talking about companies, brands, products. Blogs are not to be confused with wikis, which
are for posting data that can be edited. Blogs are for posting opinions that cannot be
edited.

Blogs have already shown they can be very valuable for sharing ideas and establishing
connections. In fact, blogs and other messages posted on the Internet are becoming an
increasingly popular way for people to share information about products, offering
companies a trove of consumer feedback they previously could only get through surveys
(if they were lucky). Just a few months ago, according to Technorati, an Internet search
engine for finding blogs, about 1.4 million messages were posted each day, up from
600,000 a day two years previously.

People get lost in “CC storms” of reply-all emails that overwhelm users trying to manage
projects or collaborate on new business opportunities, says Forrester Research. 54
percent of IT decision makers have expressed an interest in blogs. Of the companies that
had piloted or implemented blogs, nearly two-thirds said they used them for internal
communications. Fifty percent said they used blogs for internal knowledge and content
management—and these companies are leading the way of the future, analysts say.

Companies are paying attention to blog conversations, not just to track what's being
said about their brands but to learn what's important to their customers. Free search tools
can quickly indicate whether there is a conversation
going on. But, to get true insight, companies are As a social networking tool,
turning to technology to help them analyze what's blogs enable employees to
being said, whether it's positive or negative, and
even the demographic breakdown of those that are
blogging.

In this age of freedom of expression, it's been said that both blogs and wikis thrive most
when they are introduced and used by employees, not because they are approved by
management. As a social networking tool, blogs enable employees to engage in
discussions on a global scale. An estimate of blog participant rate is around six percent of
total visitors' number (participants actually post comments).

engage in discussions on a
global scale.

Will Moscow house the world's biggest building?

Moscow has seen a building boom ( \
over the past five years and is
setting its sights higher as the city
has taken early steps to add the
world's biggest building to its
rapidly expanding skyline.
Recently, as reported in The Wall
Street Journal, Moscow's Public
and Architectural Council granted
preliminary planning permission for
Crystal Island, a proposed
development on the metropolis's
Nagatino Peninsula that is
designed to contain more floor
space than any other building in

the world. At 2.5 million square Artist's rendering of Crystal Island in Moscow,
meters, it would be four times the designed to contain more floor space than any
size of the Pentagon and more building in the world.

than seven times the size of Burj
Dubai, slated to become the tallest, although not the largest, tower in the world.

Crystal Island's supporters hope that it will benefit from the momentum of Moscow's
surge in building over the past five years. The development would include 75,000 square
meters of offices, 900 serviced apartments, 3,000 hotel rooms, and museums and theaters.
If built, Crystal Island will also boast an international school and a retail component.
Parkland around the building will offer ice-skating and cross-country skiing in winter.
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Upcoming Events of Interest

March 25-28, 2008
LogiCon USA

BDP International's Chief Sales Officer, Ken Wensel, is
one of this year's chairpersons at the LogiCon USA
conference to be held in Las Vegas, NV. Now in its ninth
year, LogiCon is the leading supply chain and logistics event bringing together senior
decision makers from top manufacturers and retailers.

April 14-16, 2008
LogiChem Europe

Join BDP International at this year's LogiChem conference at the Hilton Dusseldorf,

Germany. The conference addresses every critical concern for chemical supply chain
professionals, from the current shortage of transport and storage capacity to topics
including demand planning, collaboration and growing markets such as Russia. Topics are
covered through case studies by the industry's leading and most innovative shippers.

September 22-25, 2008
LogiChem USA

LogiChem has become the meeting place where chemical supply chain and logistics
executives can share lessons learned and test new ideas for improving end-to-end

efficiency. As a sponsor of this special event BDP looks forward to meeting with you in
Atlanta, GA.

Contact your BDP representative for more information on any of these events.
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