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INTRODUCTION

Unveiled at the Copenhagen Summit on global climate change in December 2009,
China’s plans to reduce carbon emissions by up to 45% by 2020 are a telling sign of
where the country is headed in terms of green initiatives. While we have seen a lot of
hype around the topic of “green” in China, there is still considerable fuzziness about
how much actionis beingtaken. In order to gain a better understanding of the reality of
greensupply chain managementin Greater China, the Global Supply Chain Counciland
the global B2B eCommerce solutions provider GXS teamed up to research the topic.
Insights were not surprising and confirmed that green SCM (Supply Chain Manage-
ment) awareness is high and is perceived as a competitive advantage for companies
in China. Adoption of Green SCM practices is highest in areas where there is a corre-
lation to efficiency and cost savings are lowest in areas where there is no direct cost
or efficiency benefit. Overall, the results show that the market is shifting and having
a green supply chain is becoming a top priority.

METHODOLOGY

A total of 145 respondents took part in the Green Supply Chain in China Survey.
Most are either Council members or part of the Council’s Greater China community.
The survey was open for a two month period starting in mid-September and con-
cluding in mid-November. Questions were geared toward understanding current
awareness, perceptions, practices and the future direction companies are taking
towards green supply chain management in China.

DEMOGRAPHICS

JOB FUNCTIONS

Not surprising given the Council’s focus, most people answering the survey work in
supply chain related areas and many are decision makers. Almost one third (31%)
describe themselves as working in supply chain management, another 18% work in
sourcing or procurement and a further 8% work in logistics or transportation man-
agement. Almost one in five (18%) survey respondents identified as GM’s or CEO’s
while another 10% described themselves as having a corporate management role.

Supply Chain Management

Other 18%

Sourcing and Procurement 18%

GM/CEO 18%

Corporate Management 10%
Logistics or Transportation Management 8%
Production and Plant Management 6%
Warehousing or Distribution 3%

INDUSTRY FOCUS

Respondents to the survey came from a variety of industry sectors, with the top six
concentrated primarily in logistics (18%), electrical appliances (11%), food and bev-
erage (9%), apparel and textile (9%), industrial equipment (8%), and high tech (6%).
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GREEN SUPPLY CHAIN IN CHINA

38%

of companies feel that lack of
awareness of environmental

issues is the biggest issue facing
companies in China

OVERVIEW

KEY ENVIRONMENTAL ISSUES FACING COMPANIES IN CHINA

Lack of awareness about environmental issues
Waste disposal

Conserving natural resources

Green consumer buying preferences

There

are no government incentives to encourage positive environmental change

The cost of making the shift towards becoming a more green organization
Reducing the negative impact of business on society

Green house gas emissions

The challenge of complying with government regulations

Other

With China’s rapid growth, it’s no secret that softer concerns such as CSR (Corporate
Social Responsibility) and green best practices were put on the back burner. As a
result, there is a perception that companies need more information about environ-
mental sustainability. According to the individuals surveyed, the most important
issue facing companies in China is the lack of awareness about environmental is-
sues (38%) followed closely by waste disposal (35%). Other issues such as conserv-
ing natural resources and green consumer buying preferences were also of some
concern. The challenge of complying with government regulations came out as the
least important issue, although it was still cited by one in five respondents as im-
portant.

Open ended responses raised additional pertinent issues. One being the need to
ensure that the standards and protocols of retail customers in the U.S. market are
clearly communicated in China with partner factories and their management. Other
concerns included overproduction of goods, green packaging, green energy and
complying with chemical and hazardous materials regulations such as the European
REACH legislation.

The bright side to a lack of awareness about environmental issues is that it can eas-
ily be addressed through education. The general signs are optimistic that China is
moving in this direction.

TIMELINE FOR IMPLEMENTING GREEN INITIATIVES

In more  Within  Between No current L
o Within the next 6
than 2 1-2 6 months initiatives and no Not sure
months
years years and 1 year plans

Another positive indicator about Green supply chain management (SCM) in China
is that close to one in four (24%) of the companies surveyed said they would be
implementing green SCM initiatives in the next six months. Another third (32%)
plan to implement green initiatives within the next six months to two years. Of
some concern is the fact that more than one in five (21%) of companies have no ini-
tiatives planned and another one in five (23%) are not sure about their company’s
plans.
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GREEN SUPPLY CHAIN IN CHINA

GREEN INITIATIVES IN CHINA

GREEN SOURCING & PROCUREMENT FOCUSED INITIATIVES

Use electronic processes to create efficiencies

Employ green friendly design and product lifecycle management in sourcing strategy
Embed "sustainability" into supplier relationships

Work with suppliers on Green SCM guidelines

Audit suppliers for Green SCM compliance

Reduce use of paper in contracts

Other

Using electronic processes to create efficiencies in sourcing and procurement was
the top initiative cited by close to half (43%) of the survey respondents. Other ini-
4 3 % tiatives such as employing green friendly design and product lifecycle management
and working with suppliers on sustainability and green SCM guidelines were almost
of companies use electronic equally planned and implemented initiatives. Training and development of internal
processes to create staff and suppliers and clients were also cited as important initiatives.

efficiencies in sourcing &

procurement mented initiatives (both cited by less than a third of respondents). The indicators
here are positive and suggest that as technology improves and supply chains be-
come more efficient, green practices will become more prevalent.

Reducing paper in contracts and auditing suppliers were the least commonly imple-

GREEN PRODUCTION & MANUFACTURING FOCUSED INITIATIVES

49% I | Recycling programs for raw materials
38% IR Rccycling programs for reusable component parts
32% I | mplementing ongoing assessment to measure and ensure Green SCM compliance
30% I /mproved labour management

27% I  \easuring your company's carbon footprint

27% I Reducing CO2 in manufacturing processes

26% I | /ncluding recycling in new product design

19% I | /ncreasing product robustness in product design

8% MM | Applying carbon off-setting
7% I | Other

Given that recycling is a concept that has had time and support to be successfully
adopted by consumers and the broader society, even in China, it’s not surprising
that recycling initiatives are a priority for companies. Recycling programs for raw
materials and for reusable component parts were the most common green produc-
tion and manufacturing focused initiatives.

Applying carbon off-setting was a distant priority. Carbon offsetting is a relatively
new and abstract concept which will take time to adopt. Other green production
and manufacturing initiatives that companies are implementing include the in-
troduction of “returnable and reusable” packaging, reducing the usage of solvent
based chemicals and choosing compliant factory and supplier partners.

6 supplychains.com
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GREEN SUPPLY CHAIN IN CHINA

GREEN WAREHOUSING & DISTRIBUTION FOCUSED INITIATIVES

Reducing inventory and handling of product

Using reusable containers/storage equipment

Implementing order consolidation (decreasing unused space on trucks)

Selection of recyclable packaging materials

Reduction in packaging materials

Optimizing location of distribution hubs

Reducing energy consumption through using solar panels and green roofing options

Most companies seem to be quite advanced in the implementation of green ware-
housing and distribution initiatives, most likely because these initiatives often also
mean added efficiency. Companies appear to be most ahead in green practices in
their inventory reduction and product handling — 61% have already implemented
initiatives; and their ability to consolidate orders — 51% have already implemented
these initiatives; and usage of reusable containers and storage equipment — where
60% have already implemented these initiatives.

When it comes to reducing energy consumption through the use of solar panels or
green roofing options, surprisingly 25% of companies have already adopted such
initiatives. Similarly around 29% of companies report that they have already opti-
mized the location of their distribution hubs. While these types of initiatives show
direct cost and efficiency benefits, the up-front cost associated with them may be
why more companies have not adopted them.

GREEN TRANSPORTATION FOCUSED INITIATIVES

44% I | Reducing expedited shipping (reducing air freight)
44% I | Route optimization (reducing empty miles)
41% I | /ncreasing cube utilization
36% I | Reducing truck idle time
27% I | Switching to more fuel efficient modes like boat or rail
21% I | Contracting with providers/carriers that support green initiatives
11% N = Rcplacing diesel-powered trucks with alternative fuels
9% I \igration to more aerodynamic trucks
4% B | /mplementation of alternative power sources for refrigerated trailers

Companies in China are also fairly well advanced in the types of green
transportation focused initiatives they have adopted. Similar to their production
and warehousing initiatives, there is a crossover between implementation of green
and levels of efficiency. Almost half of companies surveyed are already reducing
expedited shipping and therefore air freight along with optimizing routing so as to
reduce empty miles and increasing cube utilization to create efficiency.

Adoption of more sophisticated green transportation measures which have less
direct relation to efficiency and cost savings are not in wide practice. These more
advanced green transportation measure such as using alternative power sources for
refrigerated trailers, more aerodynamic trucks and more alternative fuel powered
trucks are all adopted by 11% or less of companies.

8 supplychains.com
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GREEN SUPPLY CHAIN IN CHINA

32%

of companies are having
active discussions regarding
collaborating to reduce
impact on environment

51% I
47% I
46% I

44%
32% I
5% 1

49%

of companies are not using
e-tools extensively to
support their supply chain
operations — presenting an
opportunity

42% I
36% I
33% I

26% I

19% IS
9% I

10

WORKING TOGETHER TOWARDS
GREEN SCM

COLLABORATION WITH SUPPLIERS AND/OR CUSTOMERS ON GREEN EFFORTS

Active discussions regarding collaborating to reduce impact on environment
Not currently collaborating with extended supply chain

Sharing sustainability policies

Enforcing supplier specific mandates for change

Other

Supply chain is by nature a collaborative field, so it makes sense that creating green
supply chains requires buy-in from all links in the chain. Working with suppliers
was identified throughout the survey as a key issue to improving the awareness
and practice of Green SCM in China. Specifically almost a third of the respondents
reported having “active discussions” regarding collaborating on reducing environ-
mental impact.

A third of the individuals surveyed are either sharing sustainability policies or en-
forcing supplier specific mandates for change. What should be of some concern is
that almost a third (31%) of respondents are not currently collaborating with their
extended supply chain. It seems without collaboration throughout the chain, the
real impact of Green SCM will be negligible.

USE OF ELECTRONIC TOOLS TO SUPPORT COMPANY-WIDE GREEN SCM INITIATIVES

Logistics and materials management processes

Information integration (forecast, order, ship notice, invoicing, status, etc.)
Forecasting

Collaboration with suppliers and customers

Customs management

Other

E-tools to support green initiatives in companies are mostly used in logistics and
materials management processes (51%), information integration (47%) and fore-
casting (46%) and are least likely to be used in customs management. What is tell-
ing here is that almost half of the companies surveyed are not using e-tools exten-
sively across their company’s supply chain. This might present an opportunity for
greater use and adoption of e-tools to support green SCM practices.

CRITERIA FOR SELECTING A VENDOR TO SUPPORT YOUR GREEN INITIATIVES

Committed to environmental protection

Experience and capability of supply chain integration and automation

Knowledgeable regarding global environmental initiatives

Global footprint and local strength to support your supply chain integration and automation
Robust infrastructure to provide network stability and continuity

Other

One of the top criteria for choosing a vendor to support green initiatives is that
they are committed to environmental protection (42%). Experience in supply chain
integration along with knowledge regarding global environmental initiatives (33%)
is also rated as important criteria. Robust infrastructure and a global footprint were
the lowest rated criteria for selecting vendors to support green initiatives. The
implication here is that for vendor selection, know-how about technology is less es-
sential than its commitment to environmental initiatives and experience in supply
chain integration and automation.

supplychains.com
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GREEN SUPPLY CHAIN IN CHINA

The biggest perceived
barrier to adopting Green
SCM practices is that it is
cost prohibitive

THE PATH TO A GREENER SUPPLY CHAIN

BARRIERS TO ADOPTING GREEN SCM PRACTICES

Cost is prohibitive

It is too complicated to implement/lack of expertise
There are no financial incentives to apply Green SCM
Balancing buy side demands with market reality

It is not a priority

There are no government incentives to apply Green SCM
Existing technology does not support green initiatives
Lack of Executive support

There are no barriers

Other

Costs are ultimately a big factor in companies’ strategies and practices in green
supply chain management. The biggest perceived barrier (36% of respondents) to
adopting Green SCM practices is that it is cost prohibitive, followed closely by it be-
ing too complicated to implement (35% of respondents). Almost a third of the com-
panies surveyed (32%) felt that there were no financial incentives to justify adopt-
ing Green SCM. Lack of executive support was not felt to be a significant barrier.
Insufficient technology was only perceived by one in five respondents as a barrier.

The message seems clear that if green SCM makes financial sense and is easy to
implement, chances for adoption are much higher.

INCENTIVES FOR IMPLEMENTING GREEN PRACTICES

Brand building - to promote company's image as a "green company"
Compliance with company goals on sustainability

Increase supply chain efficiency and reduce waste

It's a competitive advantage for doing business

Complying with customer requirements

Save cost through implementing efficiencies and reducing carbon footprint
Motivating suppliers to perform better

There is no motivation for applying Green SCM

Other

Being perceived as a green company is obviously still very important to many com-
panies. Brand building was listed as one of the top incentives (53% of companies)
for implementing green practices, along with compliance with company goals on
sustainability (53%) and increasing supply chain efficiency/reducing waste (52%).

Other incentives for implementing green practices include cost savings, efficiency
and a perception that being green will bring a competitive advantage. On the posi-
tive side, very few companies felt that there is no motivation for applying green
practices. Clearly, companies perceive significant value in implementing green prac-
tices.

supplychains.com
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GREEN SUPPLY CHAIN IN CHINA

14

There are many encouraging signs in the Green Supply Chain in China survey re-
sults. While wide adoption of Green SCM practices has not yet happened, there
are positive indicators about the way that companies are maintaining their supply
chain, including an intention of many companies to adopt green SCM practices in
the near future. The strongest message of the survey seems to be that green SCM
practices that have a direct correlation to cost savings and efficiency are most
likely to be rapidly adopted. For example, the majority of companies are reducing
packaging and adopting recycling practices in their supply chain given the correla-
tion with cost savings. Brand building is still a strong incentive to go green and
along with cost savings will likely drive ongoing initiatives. Another big factor in
the green equation is government policy on green which is on the top agenda of
Chinese policy makers and will be another strong driver of the green SCM push.
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GXS is a leading global provider of B2B e-commerce solutions that simplify and
enhance business process integration and collaboration among trading partners.
Organizations worldwide, including more than 70 percent of the Fortune 500,
leverage the on-demand services on GXS Trading Grid® to extend supply chain
networks, optimize product launches, automate warehouse receiving, manage
electronic payments and gain supply chain visibility. GXS Managed Services, GXS’
B2B outsourcing solution, empowers customers with the expertise, technical
infrastructure and program support to conduct B2B e-commerce with trading
partners globally.

Based in Gaithersburg, Md., GXS has an extensive global network and has local offices
in the Americas, Europe and Asia-Pacific regions. GXS can be found on the Web at
WWW.EXS.Com . WWWw.gxs.asia.com, www.gxschina.com.cn , http://blogs.gxs.com/ and
http://twitter.com/gxs.
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Global
Supply Chain
Council

The Global Supply Chain Council is Asia’s largest professional organization serving a
fast growing community of more than 60,000 executives in high-growth markets such
as China, India and Vietnam.

As an independent professional organization, the Council’s mission is to stimulate the
understanding and adoption of supply chain management by providing a range of
services including a magazine, directory, newsletters, workgroups, conferences, video
programming among other services.

Please visit www.supplychains.com for more information.
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