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Synergies amongst Logistics SMEs Essential

to Embrace Changes

ith the support of the SME Development Fund, the

FHKI's Transport & Logistics Services Council

commissioned Hong Kong Institute of Asia-Pacific
Studies(HKIAPS) of The Chinese University of Hong Kong
(CUHK) to conduct a study on “Challenges, Opportunities and
Strategic Responses of Logistics SMEs under the National 12" Five-
Year Plan” in 2012. In this regard, the FHKI organised a “Seminar
on Opportunities of eCommerce Platform for Logistics SMEs in
Hong Kong” on 23 August, to share with more than 80
participants preliminary results of the research project.

Hosted by Chairman of Transport & Logistics Services
Council Ir Dr David Ho, the seminar was well received
by industry players. Gordon Kee, researcher of the study,
elaborated on the preliminary results, including difficulties
facing the industry and some possible solutions. Legislative
Councillor (transport) Frankie Yick and some other industry
players were also invited to speak at the seminar to discuss

the latest development of logistics industry.

Overview of HK Logistics Industry

The Hong Kong logistics industry employed more than
190,500 workers and generated added value of 67.7 billion in
2011, representing year-on-year reductions by 0.1 per cent and 18
per cent respectively, according to Hong Kong Monthly Digest of
Statistics: The Four Key Industries and Other Selected Industries
in the Hong Kong Economy published by Census and Statistics
Department in April 2013.

Regarding the recent situation of SMEs, Half-yearly Economic

Report 2013 published by the Government in August 2013 states
that the diffusion indices' on business receipts of logistics SMEs
are 44.7, 50.0 and 474 in May, June and July 2013 respectively,
reflecting a little deterioration in business performance amid

challenging external trading environment.

Cross-sector Collaborations

Gordon Kee, Research Associate of HKIAPS of the CUHK,
revealed the preliminary results of the study and suggested
logistics SMEs forge cross-sector collaborations to cope with the
changing market conditions.

He explained, “Local SMEs in the logistics industry generally
provide only one single service. Many of them are faced with
difficulties such as escalating operation costs, a decline in number

of orders and a shortage of manpower.”

“We suggest logistics SMEs form alliances amongst themselves.
The benefits of co-operations are manifold. Parties of an alliance
can complement the strengths of one another, expand customer
base and market share, share costs and internal resources,

enhance bargaining power and prevent wasteful competition.”

Technological Support

To further improve supply chain efficiency, Mr Kee also
suggested intensified use of technology amongst logistics SMEs.
By capitalising relevant government funding schemes and
collaboration opportunities with academia and research sectors,
local SMEs may benefit from commercialisation of research

outputs in lower costs.

1 The diffusion indices indicate respondents’ view of their business situation versus the preceding month. Diffusion Indices reading above the
boom-bust threshold of 50 indicate that the business situation is generally favourable, where indices below 50 indicate otherwise.
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Logistics enabling technologies, such as the emergent
Radio Frequency Identification technology, can improve
the visibility of elements flowing along the supply chain.
This uplifts efficiency by enabling tracking and tracing of
goods, reducing goods shrinkage and improving inventory
management.

The need for efficient supply chain management is rising
with increased international procurement, marketing and
trading activities. Such an efficient supply chain is built upon
a set of high value-added logistics services, and these consist
of essentially integrated solutions to support and facilitate
different elements in the supply chain. Examples are product
labelling and packaging, light assembly, transportation
management, inventory management, customs clearance,
shipment consolidation, cargo tracking and tracing and

supply chain consultancy.

Another speaker at the seminar, Zhao Qiang, Executive
Vice President - Operations of Lee Kum Kee International
Holdings Ltd, pointed out that enterprises, including Lee
Kum Kee, opt to outsource the logistics activities to third-
party logistics companies. “The more professional and
customised services a logistics company provides, the more

competitive it becomes.”

Mr Zhao says, “Lee Kum Kee has a three-tier system
in global supply chain management. The first tier includes
warehousing, inventory management, transportation,
distribution and labelling. The second tier is the provision
of quality control, packaging and processing whilst the third
tier is product tracking and tracing, order management,

procurement management and ordering system.”

Companies with an extensive sales network need to
ensure delivery and replenishment just-in-time to reduce
costs, shrinkage and risks of inventory. In addition, they
have specified requirements on quantity, quality and variety
in distribution of goods from point of origin to point of
consumption. These value added logistics services envisage

many business opportunities for logistics companies. €

The Final Report of the study on “Challenges, Opportunities
and Strategic Responses of Logistics SMEs under the
National 12" Five-Year Plan” and Codes of Best Practice
will be published in November 2013. For details, please visit
bttp://www.cubk.edu.bk/proj/sme-logistics/index.btmi.
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