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Executive summary

n October Seattle-based aerospace giant 
Boeing Co. suffered an embarrassing 

setback in its ongoing battle with European rival 
Airbus when it announced a six-month delay in the 
delivery of its next-generation wide-body jet, the 
787 Dreamliner. After months of touting the benefits 
of its new, collaborative supply-chain management 
system, in which major portions of the new plane 
were to be built by suppliers around the globe and 

shipped to Boeing for final assembly, the company 
cited shortages of key materials and slow deliveries 
by suppliers as primary reasons for delaying initial 
deliveries of the Dreamliner until late 2008. The 
news was quickly followed by the replacement of 
Michael Bair, the Boeing vice-president who led the 
Dreamliner initiative, and corporate executives are 
now scrambling to get things back on track. 
     “We have been very engaged over the last several 
months with each one of our major structural 
suppliers and further down in the supply chain,’ said a 
company spokesperson during a conference call with 
analysts and investors in October to explain the delay. 
“I think we clearly have learned some things about 
how we could do this job better in the future.” The 
supply-chain problems were particularly embarrassing 
for Boeing because it had picked up business from 
Airbus, after the European company suffered its own 
manufacturing glitches that forced a two-year delay 
in delivery of its giant A380 jetliner, the first of which 
was delivered to Singapore Airlines in October 2007.  
     Boeing isn’t the only company experiencing 
headaches with its supply chain. As new sourcing 
options become available across the globe, 
companies can greatly benefit from low-cost supplies 
and the ability to make their supply chains more 
flexible by sourcing from a number of different 
vendors around the world. But with these new 
opportunities come greater logistical hurdles: 
managing trade laws, accounting for events that 
could derail important shipments, and ensuring 
that current systems are able to accommodate 
exchange-rate fluctuations, language differences 
and other issues. It’s a larger undertaking than many 

I

Boeing suffered an embarrassing setback 
when it announced a six-month delay in 
the delivery of its next-generation
wide-body jet.
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Introduction

n the first half of 2007, Toyota (Japan) 
toppled General Motors (GM; US) as the 

world’s largest automaker, selling 4.72m vehicles 
worldwide, compared with 4.67m for GM. The secret 
to the Japanese automaker’s success? Analysts 
cite the firm’s pioneering global supply chain 
management system, which sources components 
from nearly every corner of the globe and uses 
“just in time” delivery to eliminate waste, control 
inventory build-up and continually improve 
production. “From one car to the next,” says AMR 
Research analyst Jane Barrett, “there’s a lot of 
commonality and standardisation of the parts and 
the platforms on which Toyota’s vehicles are built. 
That gives it huge flexibility, agility and options.”
     Toyota’s rise to the top of an industry that was 
born in Detroit, Michigan more than a century ago 
exemplifies the dramatic effect globalisation has 
had on businesses and markets in recent years. As 
new markets for products and services emerge, and 
the world becomes increasingly “flat”, as author 
Tom Friedman adeptly observes, companies large 
and small are doing battle with a growing number 

of global competitors. As a result, firms must 
look beyond their domestic markets not only for 
customers, but for low-cost component- and talent-
sourcing. Today, globalisation touches companies of 
almost every size and across an expanding array of 
industries.
     Barry Libenson, vice-president and chief 
information officer at Ingersoll Rand, a US$12bn 
Bermuda-based manufacturer of climate control, 
security and safety systems, has seen the effects 
of globalisation first-hand. Five years ago, the 
company had just three manufacturing plants in 
China. Today, it has 14 in China, three in India, 

I

companies realise, and is costing businesses billions 
of dollars annually, according to Aberdeen Group.     
     To find success with global supply chains, 
executives need to integrate operations both 
vertically and horizontally, creating a centralised 
operation that gives supply chain executives 
insight into all areas of the chain, from product 

design to manufacturing and distribution. This 
requires improving the accuracy of product data, 
sharing real-time logistical information with key 
stakeholders, and creating greater flexibility and 
more accurate demand forecasting. It’s a tall order, 
but one companies must undertake if they aim to 
expand their business in the future.

“From one car to the next, there’s a lot of 
commonality and stardardisation of the 
parts and platforms...which gives Toyota 
huge flexibility and agility and options.”

Jane Barrett, research analyst, AMR
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and roughly 120 factories around the world. “As 
we speak, we’re putting in a 120-acre facility just 
outside of Shanghai,” says Mr Libenson. “On that 
120 acres will be four factories for four different 
businesses in the portfolio.”
     The need for global supply chain strategies is not 
limited to billion-dollar companies. GDM Electronics, 
a Belgium-based contract manufacturer of printed 
circuit boards and electronic assemblies, has annual 
revenue of only US$15m but operates manufacturing 
facilities in Slovakia and Romania, according to 
Kris Laersman, the company’s chief executive. GDM 
maintains distribution warehouses throughout the 
US, Europe and Asia, sourcing most of its components 
from Asia for assembly in Europe. Though its business 
is small by global standards, it’s extremely complex 
because of the nature of contract manufacturing, 
which has no pre-set product line but makes a variety 
of components, odd lots and even one-off parts 

as requested by its customers. “Being a contract 
manufacturing company means we have to deal with 
a lot of different demands from clients,” Mr Laersman 

says. The firm maintains reams of product 
data that change frequently as customers 

request engineering modifications. “This 
makes our supply chain much more 

complicated,” he says. Efficient and 
centralised control of the supply 

chain is critical to GDM’s ambitious 
business plan to reach US$100m in 
sales by 2010. 
     Whether building production 
facilities overseas, importing 

goods to cut costs or seeking 
new markets abroad, businesses 

continue to expand their supply 
chains globally. Aside from the obvious 

benefit of low-cost sourcing, building and 
effectively managing a global supply chain 

can give businesses added flexibility and agility 
by diversifying their roster of suppliers. It can also 
help mitigate the risk of a business disruption from 
unforeseen events—such as labour strikes or natural 
disasters—by spreading the supply network broadly 
enough to circumvent localised problems. 
     Yet expanding supply chains globally greatly 
multiplies complexity and logistical challenges, and 
many companies are unprepared. Continued reliance 
on manual processes, lack of visibility in the global 
supply chain, inflexible logistics, inadequate risk 
management and other shortcomings are costing 
business billions of dollars each year. In a recent study 
conducted by the Aberdeen Group, three-quarters 
of firms said they lack enterprise-wide automation 
for global supply chain processes. On average, large 
companies reported that their global supply chains 
are only 50% as automated as their domestic supply 
chains. And 90% report that their global supply chain 
technology is inadequate to provide their corporate 

“Being a contract manufacturing 
company means we have to deal 
with a lot of different demands 
from clients. This makes our
supply chain much more 
complicated.”

Kris Laersman, CEO, GDM Electronics
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he most efficient supply chains reduce 
inventories and lower costs by making 

suppliers, manufacturing and distribution centres 
responsive to actual customer demand. Toyota’s 
renowned just-in-time supply chain system, for 
example, calls for parts and supplies to be purchased 
in only the quantities needed to meet production 
requirements and to be delivered to the factory floor 
“just in time” to be installed in vehicles on the pro-
duction line. “Toyota has been growing, obviously,” 
says Deb Schroeder, manager of production control 
logistics at Toyota Engineering and Manufacturing, 
North America. “As we try to optimise our overall 
logistics supply chain, we are looking at optimal loca-
tions for some of the tools we need to be able to get 

the right part, at the right time, in the right place.” 
     Customers are the source of all demand, so 
demand-driven supply chains start with gathering 
information on customer choices. Industries such as 
retailing or electronics, often with paper-thin profit 
margins, are especially sensitive to shifts in customer 

Demand-driven value chains

T Customers are the source of all demand, 
so demand-driven supply chains 
start with gathering information 
on customer choices.

finance organisation with the timely information 
it requires for budget and cashflow planning and 
management. To turn domestic supply chains 
outwards, companies often must make fundamental 
changes in operations and even organisational 
structure, while enhancing the technology 
infrastructure supporting supply chain automation. 
The most successful global competitors have supply 
chain management and discipline interwoven 
throughout the fabric of their organisation. A 
manufacturer like Toyota, for example, considers 
options for sourcing, procurement, manufacturing 
and delivery from the initial design of a new product.
     Meanwhile, globalisation is itself a moving target. 
The variables that determine the optimum mix of 
overseas versus local manufacturing or sourcing of 
product continue to shift, from the expansion of 

free-trade zones to recent spikes in oil and energy 
prices that substantially increase transportation 
costs. Consequently, the best practices of industry-
leading enterprises ensure flexibility, as well as 
optimising the financial performance of global 
supply chains. Effective supply chain management 
across a global enterprise is not a discrete process 
of choosing suppliers, negotiating procurement 
contracts, arranging transportation and logistics, 
and then delivering products to customers. It 
requires building organisational structures that 
incorporate supply chain discipline at the earliest 
stages of designing or planning a product or service, 
building strong relationships with suppliers and 
providers of transportation and logistics, and 
deploying tools to enable information to flow 
efficiently in all directions along the supply chain. 
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As the fallout from the sub-prime mort-

gage meltdown in the US rippled through 

global financial markets in mid-2007, trading 

on Wall Street grew extremely volatile, spik-

ing to record volumes. NYSE Group alone 

reported a record 3.6bn shares handled per 

day in August, up by nearly 63% year on year 

and by 17% since end-2006. 

     So it was no small wonder when a name-

brand Wall Street brokerage and investment 

bank called its IBM sales office in late August 

looking for more computing power to aug-

ment its overloaded trading systems. The 

shocker was the volume of the order—300 

new servers—and rapid turnaround that the 

customer expected: within the ten-day deliv-

ery window specified in its existing supply 

contract, if not sooner.

     That’s when IBM’s Integrated 

Supply Chain (ISC) kicked into 

gear. Within hours IBM assembled a tactical 

team of ISC, sales and operations per-

sonnel to review the orders and ensure 

there were no kinks in the supply chain 

to and from IBM’s manufacturing facility 

in Guadalajara, Mexico. The orders were 

identified as priority and “clear to build” in 

IBM’s electronic coding system, which flags 

critical orders and authorises the manufac-

turing team to pull parts from any and all 

available sources in the global supply chain.

     “They came in and said ‘I need 300 

servers delivered tomorrow. I’m not quite 

sure what I need, I just know I need more 

capacity because trading activity is going 

through the roof right now, and I need 

help,’” recalls Tim Carroll, vice-

president for global operations 

at ISC. “And without much more to go on 

than that, we essentially delivered every-

thing they were looking for up front within 

72 hours. They were stunned.”

     At prices starting at US$4,000, the 

order, discounted for a big customer, only 

amounted to about US$500,000, a relative 

drop in IBM’s bucket. Yet the fast turna-

round has led to subsequent server orders 

from that customer totalling about US$8m. 

“In the past, we would spend the time ne-

gotiating dates, and how quickly we could 

fill an order,” Mr Carroll says. “Now, we 

don’t have to spend our time arguing about 

where it is in the supply chain; we’ll deliver 

the solution to your needs.”  n

IBM turns on a dime

demand. Dell Computer Corp. (US) revolutionised 
the personal computer (PC) business with its build-
to-order, direct-sales model, which essentially gives 
customers direct access to its supply chain by letting 
them specify individual components to be built into 
the computers they buy. The computers are then as-
sembled to order, and component stocks are replen-
ished on demand. The model has spread to other 
computer makers as well as other segments of the 
electronics industry. 
     Customers of GDM Electronics, which range from 
large global electronics companies to mid-sized 
manufacturers, are increasingly requesting built-to-
order products along with more traditional products 
ordered from demand forecasts, notes Mr Laersman. 

The company runs vendor-managed inventory (VMI) 
warehouses that handle the replenishment of its 
customers’ stock on their behalf. Such complexity, 
for a relatively small company, requires high volumes 
of accurate data on products both in manufacturing 
and throughout the distribution pipeline. “In the 
electronics business product lifecycles are becoming 
shorter and shorter,” Mr Laersman says. “New prod-
uct introductions increase from day to day, so it is im-
portant that we increase the overall speed and agility 
of our supply chain to manage this complexity.” 
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ecause demand can change quickly, 
particularly with rapidly advanc-

ing technology, insight into customer demand is 
critically important. The world’s largest company, 
Wal-Mart (US), uses supply chain visibility to hone 
demand-driven replenishment of its store shelves 
to reduce inventory costs. It buys from more than 
17,000 suppliers in 80 countries, and requires them 
to use its Retail Link computer network, which 
tracks the movement of products through each 
step of its supply chain, from pallet delivery to cash 
register. Wal-Mart managers and marketers report-
edly mine and analyse mountains of data from its 
systems that enable them to forecast, for example, 
a spike in demand for Pop Tarts in a region threat-
ened by an approaching hurricane—when shoppers 
are known to stock up on foods that don’t require 
cooking or refrigeration—and to place supplemental 
orders from Kellogg.
     In the past, demand planning was often based 
on seat-of-the-pants estimates by executives with 
knowledge of the distribution channel and the 
cyclical movements in the market, recalls Ingersoll 
Rand’s Mr Libenson. But as the company’s manu-
facturing in recent years has changed to leverage 
low-cost-country sourcing, its tools for forecasting 
demand have evolved. “We use demand planning 
algorithms that help us determine how to optimally 
manage quantities, manage shipment times, man-
age costs,” he says. “Just like all large, diversified 
manufacturing companies, working capital and 
inventory turns are an incredibly important meas-
urement inside the company. And one of the most 
efficient ways of improving those metrics is having a 

demand-driven supply chain.”
     “We see information and managing informa-
tion flow as the key to global trade,” agrees Jason 
Toomey, general manager for solutions strategy and 
business development at Toll Group, a US$6.6bn 
provider of integrated logistics services through-
out the Asia-Pacific region. A single global supply 
chain can consist of dozens of links, from individual 
suppliers to logistics providers, transportation 
companies, third-party distribution centres and oth-
ers, making accurate information flow vital, he says. 
“You’re dealing with up to 30 parties, so collecting 
that level of information and disseminating it across 
the appropriate parties on a timely basis is abso-
lutely critical.”

Visibility is key

B “We use demand planning algorithms 
that help us determine how to optimally 
manage quantities, manage shipment 
times, and manage costs.”

Barry Libenson, vp and CIO, Ingersoll Rand
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anaging a global supply chain 
is much more complex than 

simply extending domestic supply lines overseas; 
it’s a multi-party process typically characterised by 
greatly reduced predictability in product quality, 
lead times, costs and risks. Much of the globalisa-
tion that has spread in recent years has been driven 
by the pursuit of lower-cost production, particularly 

in highly competitive industries with constant pres-
sure on profit margins. Yet the parameters used to 
optimise global supply chains are rarely fixed. Tariffs 
and tax subsidies change, free-trade zones like the 
EU expand, transportation costs fluctuate dramati-
cally with fuel costs, and temporary disruptions 
such as labour strikes, natural disasters or material 
shortages can uproot even the best-laid plans. 
     “Being on top of the global trade compliance 
issues is critical, because they’re changing at such 
a rapid rate,” says Toomey. “You only have to look 
at what China’s done recently—dropping its tax 
rebates to manufacturers—to see how much of a sig-
nificant change that is to multinational companies 
that are sourcing over there.”
     Flexibility is critical to Dow Chemical Company, 

the US$50bn Midland, Michigan-based chemical 
giant that operates 150 manufacturing sites in 37 
countries, producing more than 3,100 products. 
Dow moves 125bn pounds of raw materials and 
product through its global supply chain in 2.5m 
separate shipments each year. “In the chemical 
industry, an awful lot of our production sites are 
based on low-cost feed stocks,” says Jim Varilek, 
vice-president of supply chain. For example, Dow 
has recently built chemical plants in remote loca-
tions in the Middle East and Latin America, to be 
close to the sources of raw material used in the 
plants. To help manage the complexity of its supply 
chain, Dow maintains an entire organisation devot-
ed solely to managing international shipments and 
organising international trade. “In this business, 
we think in terms of cents per pound,” Varilek says. 
“When you’re shipping 125bn pounds around the 
world, a penny a pound is real money.” Dow’s supply 
chain team constantly analyses such variables as 
alternative modes of transportation for both raw 
materials and finished products, sources of supply 
and location of new plants—with an eye towards 
shaving hundreds of millions of dollars in costs each 
year. Its efforts have saved the company US$85m in 
the first half of 2007 alone, Mr Varilek says.

The flexible global supply chain

M
“Being on top of the global trade 
compliance issues is critical, because 
they’re changing at such a rapid rate.”

Jason Toomey, general mgr, Toll Group
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nternal organisational 
structures that foster or 

maintain inefficiencies are another 
issue that plagues large companies. 
IBM (US), for example, the world 
largest computer maker and pro-
vider of software and services, has 
been doing business globally for 
more than a half century, yet only 
in the past five years has it incor-
porated a centralised supply chain 
strategy throughout the operations 
of the US$91bn company. Prior 
to the creation of its Integrated 
Supply Chain (ISC) organisation five years ago, IBM 
had no central co-ordination of procurement, global 
logistics, fulfilment or even manufacturing. Though 
individual product lines were unique, many of their 
components were the same. “Supply chains were 
scattered everywhere along the different sub-brands 
inside of IBM,” recalls Tim Carroll, vice president for 
global operations at ISC. 
     In the five years since creating ISC, IBM has stream-
lined what is still one of the world’s largest supply 
chains, consolidating manufacturing sites from 15 to 
nine worldwide. It manages relationships with some 
33,000 suppliers—cut in half from 66,000 five years 
ago—and offers 78,000 products. Procurement support 
work performed in more than 300 locations five years 
ago is now done in three global (Budapest, Banga-
lore, Shanghai) and three satellite centres (Bulgaria, 
Vietnam and western China). The pay-off has been 
enormous, saving IBM US$20bn over five years—more 
than many companies have earned in that span. 

IBM’s supply chain executives are 
now embedded within its product 
groups, and report up through the 
centralised ISC management while 
working with brand managers to 

ensure a balance between uniqueness in the design, 
sourcing and manufacturing of new products and their 
cost-efficiency from a supply chain perspective. The 
new global structure has reduced, if not eliminated, 
supply chain imbalances that often occurred under 
IBM’s old regionally-based organisation, in which 
components in the supply chain were earmarked for 
manufacturing and sale in a specific geographic area.
     Today, IBM’s nine manufacturing sites are all “glo-
bally-enabled”, which means IBM can make virtually 
any of its products from each, and deliver world-
wide from each. “That’s probably the most powerful 
change we’ve made from a global standpoint in the 
supply chain in the last two years,” Mr Carroll adds. 
These supply chain cost savings and other efficiencies 
have helped drive a six-point improvement in IBM 
gross profit margins, while lowering the company’s 
overall operating expense by more than US$4bn an-
nually. Consequently, IBM’s gross profit margins are 
the highest they’ve been in ten years.

Streamlined sourcing

I IBM’s nine manufacturing sites are all ‘globally 
enabled,’ which means IBM can make virtually any 
                                        of its products from each, and 
                                        deliver worldwide from each.
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n addition to cutting costs, supply 
chain flexibility is vital to managing and 

mitigating business continuity risks, executives say. 
Navigating around potential disruptions caused by 
natural disasters is a critical function of an effective 
supply chain. It certainly helped Harmon Consumer 
Group, a unit of the New York-based US$3.5bn audio 
equipment maker Harman International, which 
actually gained market share during the 2002 strike 
at the port complex in Los Angeles. The port ac-
counts for 40% of all cargo container traffic coming 
into the US, and the strike cost the US economy an 
estimated US$1bn-2bn per day.

     Having good visibility in its supply chain and direct 
relationships with its transportation partners helped 
the company reroute shipments more quickly than 
competitors and keep store shelves stocked with its 
merchandise, recalls Lalit Panda, a senior vice-presi-
dent of supply chain management and information 
systems at Harman Consumer Group. “We did our war 
room thing—what’s coming in where, what needs to 
be prioritised, what can be held off,” he says. “We 
grabbed available space on shipping lines well in 
advance, before anyone else could take those slots.” 
     For Dow Chemical, contingency planning is rou-
tine. “We have a pretty extensive protocol on how 

Mitigating risk

I

Toyota’s renowned manufacturing 

and supply chain system is an innovation that 

has transformed an entire industry. It calls for 

parts and supplies to be purchased in only 

the quantities required to meet production 

requirements, and delivered to the factory 

floor “just in time” to be installed in vehicles 

on the production line. Inventory—and the 

corresponding commitment of cash—is 

minimised, if not eliminated, and Toyota can 

respond quickly to design defects discovered 

and vary its production mix in response to 

actual demand from car buyers in its deal-

ers’ showrooms. This method replaces the 

traditional “push” mass production system, 

in which parts are ordered and 

produced in large quantities, then 

stored in inventory until needed. 

     The system, which has evolved over the 

years into a comprehensive set of prin-

ciples and business processes called the 

Toyota Production System (TPS), provides 

the leanest possible manufacturing, allowing 

Toyota consistently to produce higher-quality 

vehicles using fewer worker-hours and lower 

inventory levels while experiencing fewer 

defects than its competitors. 

     The TPS has been mimicked throughout 

the auto industry, but with limited success. “A 

lot of companies trying to model themselves 

on the Toyota Production System 

haven’t necessarily gotten it,” says 

Jane Barrett, an AMR Research 

analyst. Elements of its supply chain strategy 

that still separate Toyota from its competi-

tors include the extent to which supply chain 

efficiency is incorporated in the design of its 

vehicles, and the mutually beneficial relation-

ships Toyota forges with its suppliers—both 

of which keep its costs down and efficiency 

up. “When you’re running in a truly lean 

environment, it becomes critical to have 

those supplier relationships in place and to 

have those suppliers located close to your 

assembly plant,” Ms Barrett says.  n

The Toyota Production System
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to deal with a variety of incidences, such as natural 
disasters, strikes, even cyber attacks and terrorism,” 
says Mr Varilek. “And we conduct exercises to prac-
tice how we respond.” Those exercises paid off in 
the aftermath of Hurricane Katrina, the Category 5 
storm that ravaged the US Gulf Coast in 2005. While 
other companies struggled for months to recover, 
Dow suffered only two weeks of down time. “From a 
supply chain standpoint, we immediately go to our 
global sourcing during such times,” says Mr Varilek. 
“We make the same product in different parts of the 
world, so if we’re going to be out for several weeks 
in one location, we can get product from a differ-
ent site.” Anticipating disruptions in Gulf Coast 
operations, Dow mobilised its Asian supply chain 
personnel to start moving containers in advance 
of Katrina’s landfall to avoid an interruption in 
the container flow around the world. “Our global 

network and the global organisation that we have 
allowed us to avoid a lot of outages,” he says.
     Maintaining such flexibility for a global organisa-
tion often requires significant foresight, especially 
in industries that must rely, for cost reasons, on 
higher-volume and slower-moving transport, Mr 
Varilek adds. 

“We have a pretty extensive protocol on 
how to deal with a variety of incidences, 
such as natural disasters, strikes, even 
cyber attacks and terrorism.”

Jim Varilek, vp supply chain, Dow

he relentless globalisation of 
industries and economies around 

the worldhas made supply chains an evermore 
critical component of businesses large and small. 
Heightened competition from abroad, along with 
an interrelated need to look overseas for both new 
markets and lower-cost sources of supply, make 
extending the supply chain globally an imperative. 
The strength of globally integrated supply chains 
that provide visibility, flexibility and risk manage-
ment can eliminate hundreds of millions of dollars 
in costs and help companies grow revenue sub-
stantially. More importantly, executive say, such 

initiatives provide a demand-driven window on 
operations that allow firms to create a truly custom-
er-focused enterprise.

Among the key steps companies should take in 
planning a global supply chain strategy are:

l  Creating centralised supply chain management 
     operations that are integrated vertically and  
     horizontally, in a matrix, throughout all business 
     processes—from product design through sourc
     ing and procurement to manufacturing and 
     distribution.

Conclusion

T
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Dow Chemical Company’s goal is 

to wring hundreds of millions of dollars 

out of supply chain costs each and every 

year, says Jim Varilek, vice-president of 

supply chain for the US$50bn chemical 

giant. To do that, the company has focused 

heavily on a logistics initiative internally 

dubbed Low Cost to Serve, or LCS. The 

goal? To ensure “that all our rail cars are 

completely loaded, that we’re getting every 

potential inch out of a truck’s loading ca-

pacity, and that we don’t have dead space 

on ships,” Mr Varilek says. Its efforts have 

already paid off: Dow has saved US$85m in 

the first half of 2007 alone. “It’s very pow-

erful,” says Mr Varilek, “and it’s focused on 

making sure that we take every possible 

dollar out of the cost of moving 

product around the world.”

     Another method to cut 

costs is to maintain maxi-

mum flexibility in the supply 

chain. Dow does this through 

a process it calls “Design & Modify”, in 

which computer modelling tools analyse 

different modes of transport and their 

changing costs, to identify potential savings 

over time. As an example, Mr Varilek cites 

a product that is used in Dow’s oil and gas 

drilling operation located off West Africa, 

but produced in one of its Michigan plants. 

Initially the company shipped the product 

by rail to the Gulf Coast, where it was 

loaded on to ships for the transatlantic trip. 

The Design & Modify 

programme helped 

supply chain managers 

realise that river barge 

freight would be a less 

costly alternative, as rail 

freight grew more expensive with fuel 

price increases. 

     Trimming transportation costs is a 

key benefit of good supply chain manage-

ment at many large companies like Dow. 

“Because we’re on the water, we’re now 

bringing a barge into our plant, loading that 

barge up, taking it down the Mississippi 

River, and moving it right on to a ship going 

to West Africa. [We] save quite a bit of 

freight by going to larger shipments.”  n

Dow Chemical:  The Shipping News

l  Improving the quality, quantity and visibility of 
     product data all along the supply chain, starting 
     with customers and including suppliers,logistics 
     and transportation service providers, distribu
     tors, retailers and others. Thorough and accurate 
     demand planning is paramount.
l  Building flexible supply chains with diversified 
     sources of supply and logistics, but with strong, 
     mutually beneficial relationships with suppliers 
     and service providers.

l  Routinely evaluate and test contingency plans 
     for dealing with unforeseen events that could 
     disrupt supply lines.
l  Maintain connections to alternative sources of 
     key supplies, and have a broad enough transpor
     tation and logistics network to circumvent local
     ised problems.



While every effort has been taken to verify 
the accuracy of this information, neither The 
Economist Intelligence Unit Ltd. nor the sponsor 
of this report can accept any responsibility 
or liability for reliance by any person on this 
report or any of the information, opinions or 
conclusions set out in the report.
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