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Introduction

Since 1990s, especially in the new century, the trend of economy
globalization is being impelled, and the reorganization of global production
factors and the transference of industries are becoming extensive. The global
optimization of production factors directly results in new patterns of production and
service, such as service outsourcing, contract-manufacturing, modularized
production and so on, it also promotes the extension and decomposition of value
chains in countries worldwide. Under the coefficient of technology revolution and
economy globalization, value chains are more tend to be decomposable,
intermediate goods (service) are more prone to be tradable, and the allocation of
production factors is particularly distributed, which promote the generation of
service globalization and advanced international collaboration.

In the global value chain collaboration system which is led by multinational
corporations, China participates more in processing trade for the reason that most
manufacturers in China always depend on the global supply chain network of
developed countries. For years, the development of industries and trading in China
has been hindered by problems such as industries are low value-added and weak
connected, industries are in low levels of global value chain and lack of
innovation abilities.

The extension and decomposition of industry value chains in the context of
economy globalization not only results in the current pattern of international
collaboration, but also brings along the concept of supply chain management into
numerous multinational corporations. As stated in Michael Porter’s “Competitive

Strategy” , when a company starts to organize the whole business process
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( covering R&D, investment, production, marketing and sales) out of a
globalized view to maximize its profit, the company becomes international. Since
more and more international companies carry out their product design, sourcing,
manufacturing and distribution worldwide, the concept of supply chain
management becomes prevalent and has been accepted by many companies.

By now, the concept of supply chain management has been spread into every
corner of different industries, but the actual involvement of supply chain
management as a business pattern only stems from Li & Fung Limited in Hong
Kong. As Shenzhen is adjacent to Hong Kong, the supply chain management
business pattern in Shenzhen was deeply affected by Li & Fung Limited, and also
grows out of its own specific environment creatively.

The fundamental feature of Shenzhen supply chain management industry is its
close integration with trading. Initially, the supply chain management companies
in Shenzhen act as the trade intermediary. Sourcing agency and distribution agency
are the two basic business functions for Shenzhen supply chain management
companies, which portray the feature of trade intermediary. Trade intermediary is
essential for international trading. For instance, in 1980s, nearly 80% of import
and export in Japan were delivered by around 300 trade intermediary companies;
in 2003, 36.0% of Italy’s export amount was done by trade intermediaries; in
2005, there was at least 22% export and 18% import in China handled by trade
intermediaries. It can be seen that trade intermediaries play as an important part in
international trading.

From the service globalization point of view, Shenzhen supply chain
management service mode is also result from the trend of global service
outsourcing. Along with the transformation of service economy and its interaction
with information and knowledge economy, the global collaboration of service
industry blooms. More and more production-oriented services are separated from
manufacturing and grow into professional third-party service industries. Since
multinational corporations begin to focus on core business functions, service

outsourcing becomes flourishing, especially for international off-shore



outsourcing, for which, supply chain management service guarantees safe and
efficient outsourcing. In this situation, once highly self-sufficient vertical
integrated business organization pattern turns to decompose, business operation
functions such as R&D, design, manufacturing, logistics, distributions and so
on are conducted by outside companies which excel in specific functions. In this
manner, limited resource gradually gathers to the core competency of a company,
so caused the generation of supply chain service outsourcing.

Shenzhen supply chain management service is essentially a part of BPO
( Business Process Outsourcing) in global service outsourcing. In the current
context, the development of supply chain management industry represented by
Shenzhen is valuable for trade restructuring, which is mainly reflected in the
following four aspects:

Firstly, the supply chain management mode in Shenzhen is an effective
carrier to extend the manufacturing industry in China to the high-end of the global
value chain, and also an important force to promote the transformation and
upgrading of over 40 million small and medium enterprises in China. China is the
most productive manufacturing country in the world, but the service industry in
China has not formed a global marketing network to facilitate the manufacturing
industry. Most small and medium manufacturing enterprises in China export goods
through processing trade, they only have to follow the foreign buyers’
requirements to deliver the goods without the need to explore overseas markets by
themselves. This situation makes a large number of manufacturing companies
highly depend on the sales network and supply chain system of multinational
corporations. Shenzhen supply chain management service industry is a modern
circulation pattern featured by the nature of trade intermediary. They can act as
agents in international trades providing a series of value-added services, such as
packaging, transportation, after-sale service, brand promotion and so on, as
well as providing traditional intermediary services for suppliers and customers.
They not only help to build the global marketing network for manufacturing

industries, but also help to realize the incubation and promotion of manufacturing
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