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With the changing of the global economic situation, the economy is increasingly globalized
and the global supply chain is also in ceaseless evolution. From the production model of Henry
Ford’s Model T to the latest global supply chain network system, we have witnessed from the
manufacturing of the simplest single enterprise to the efficient investment and smooth cross-border
trade, as well as the networked production process creating more values. Apple mobile is a good
example for the global supply chain network, so that the specialized division and large-scale pro-
duction can come true in global. Product design can come true in the most appropriate R & D base
( American California) in the world, financing can come true in the most appropriate financial
center ( American New York) in the world, and parts can be made anywhere of the world with a
suitable production base ( China and other Asian manufacturing bases), through the complex
logistics network, Apple mobile is transported to any appropriate assembly base for assembling. The
final products through any suitable base are sold to local consumers all over the world. This global
supply chain network with fine global division, close cooperation and large-scale has greatly
improved the production efficiency, created a lot of jobs, values and innovation.

The development trend of the global supply chain has the following worthy points, because
they may change some models in the past thirty years:

First, the consumption and high value-added industries in Asia may be growing, while the
high-tech manufacturing in the United States due to the good prospects of the new energy and the
rising transportation costs may return to the localization. Global design, consumption and manu-
facturing may be more in line with future trends. Second, the Fukushima earthquake and the
nuclear accident in Japan, Thailand floods, etc. , these temporary disasters in one area can
have profound influence on the surrounding area even the world. Therefore, the location distribu-
tion of the global supply chain will be more diverse in order to reinforce the trend towards global-
ization of the real economy and to change the mode of a single focus on costs in the past neglecting
of the various types of risk management.

In addition, the development innovative needs of global multi-functional industrial chain will
enhance the continuous upgrading of the communication technology, IT and transportation tech-
nology. It will not only consolidate the globalization of the real economy, but also obscure the
national boundaries of economic and trade. The geography, population and system environment

may become more important factors for the development of economy and enterprises. Also, as the
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emerging economies have huge population, natural resources and energy consumption restriction,
enterprises and the state will have to pay more attention to the sustainable development of produc-
tion and consumption. So the future distribution and evolution of the global supply chain will be
uncertainty with various challenges and opportunities at the same time.

Finally, the macro-environment of the regulation and policy on financial and trade impacting
on the real economy will be increasingly frequent and severe. Countries and companies need to put
more foucs on the issue of global governance, especially the coordination of efforts such as inter-
national politics, international relations, international economy and culture, maintaining the rel-
atively opening international trade environment.

China, as the world’s second largest economic system, plays an important role in promoting
the development of free trade system and the world economy stability. The national 12th Five-Year
Plan emphasized to stimulate domestic demand to change the past reliance on exports in order to
support economic growth. At the national level, developing domestic market and encouraging
higher value-added, changing the situation of the past “heavy manufacturing, light circulation”
and reducing transaction costs, will be not only the inevitable orientation for economic develop-
ment with more balanced and sustainable development model, but also the important strategies to
cope with the development trend of the global supply chain.

At the enterprise level, in the face of intense global competition and increasingly strict
requirements on environment protection and business accountability, an enterprise must use the
supply chain management to act quickly to provide quality and cheap products in order to meet
customer requirements from minute to minute in the international market. Chinese enterprises must
comply with the general trend of expanding domestic demand, make strategic planning, grasp the
business opportunities, and coordinate the integration of domestic and foreign trade and the
national policy of expanding domestic demand in order to survive in the rapidly changing economic
and trade environment. Chinese enterprises in the new century should keep pace with the times
and pay attention to the following seven supply chain concepts.

(1) To take the customer as the center and take the market demand as the driving
force. Production and circulation patterns of demand-pull-supply not only can quickly respond to
market changes and meet consumer demand, but also reduce the risk of obsolescence and price
promotions, in fovor of reducing the inventory, promoting the fond flow and increasing the profits.

(2) To emphasize that companies should focus on their core business, build the core com-
petitiveness with a clear positioning in the supply chain and outsource their non-core business. In
this way, companies can more effectively focus on the use of resources and strengthen the main
business, and increase the operation flexibility through the cooperation among enterprises.

(3) To share risk and interests through the close cooperation among enterprises. From the
raw materials supplier to the end user, the supply chain members should not only pursuit their
own interests, but also work together to achieve the competitiveness and profitability of the overall

supply chain. Cooperation could reduce the transaction costs of each links and effectively enhance
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the long-term competitiveness of the supply chain.
(4) To design work process, physical process, information flow and funds flow. The sus-

tained effective implementation, review, continuous improvement and the various processes com-
bination could enhance the overall efficiency of the supply chain.

(5) To optimize the supply chain operation by the information systems. The advanced infor-
mation system could make the supply chain members more rapidly to gain information and deal
with information, and make the appropriate response to the latest change in the market so that the
supply chain could achieve real-time feedback and meet customer requirements.

(6) To shorten time of the product completion in order to meet the real-time require-
ments. So supply chain enterprises should produce on demand in response to changing market in
order to reduce the risk of a backlog of inventory.

(7) To save the costs of purchasing, inventory, transportation and other links. The busi-
ness cooperation and process integration could make the supply chain more efficient and enhance
the competitiveness of enterprises and the overall supply chain.

As we all know, the competition between enterprises has developed into the competition
between the supply chains. The value of a product is created by the whole supply chain. The com-
petitiveness of the product, in essence, embodies the entire competitiveness of all aspects in the
overall supply chain. When the final customer selects a product, members on the whole supply
chain will benefit from it. If the end customer dose not want this product, the members on the
whole supply chain will suffer a loss.

Supply chain management is a business management philosophy and actually could expand to
any industry. Therefore, supply chain management is not only an important means to enhance
their competitiveness in the manufacturing industry, but also a key role in the development of ter-
tiary industry. The Bluebook widely discussed some of the important part of supply chain manage-
ment including the spirit of supply chain management such as the customer-centric, focusing on
the development of the core business and the close cooperation among enterprises, and provide a
reference for the industrial management principle.

The process management and information system could provide precise and feasible method
for the supply chain management. In general, the main objective of supply chain manégement is
to shorten time of the product completion, make production close to the real-time demand,
reduce the links’ costs, improve the competitiveness of the whole supply chain, and survive in
the intense international competitive market. I believe the theory and business practice & experi-
ence in “Bluebook of China Supply Chain Management (2012)” could deepen the readers’ un-
derstanding on the supply chain management. In addition, I am sure that the people in the indus-
try could get more inspirations on how to enhance competitiveness and cope with global competi-
tion and so on in the new century.

Dr. Victor Fung
Chairman of Li & Fung Group
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