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he COVID-19 pandemic has created levels of uncertainty never

before seen in maintaining supply chains and has highlighted
how creativity and flexibility are integral to moving goods through
international logistics networks.

With business-as-usual logistics operations severely disrupted by the
COVID-19 pandemic, William Ma, Group Managing Director of Hong
Kong-headquartered Kerry Logistics Network (KLN) explains how the
company drew on its ingenuity and agility to navigate constrained
cargo capacity, fractured supply chain links and delays. In addition
to providing regular logistics solutions to its customers, KLN also
provided a vital lifeline to support the response to the pandemic.
As one of the leading Asia-based third-party logistics (3PL) service
provider with a global presence, during the early stages of the
pandemic, KLN leveraged its unique market position to locate and
transport facemasks to Hong Kong when they were in short supply.

At the same time, as the COVID-19 crisis quickly translated from a
health crisis into one of the worst economic crises in recent history,
across every part of the logistics landscape, Mr Ma says KLN moved
swiftly to optimise its operations. For example, with items for shipping
waiting to undergo customs inspection at Shanghai International
Airport resulting in truck queues stretching up to seven kilometres, to
help its customers to avoid delays, KLN liaised with Chinese customs
officials and mobilised its own team of quality control professionals
to inspect items. For more than a month KLN had over 200 staff
stationed at the Shanghai Airport working around the clock to
inspect, coordinate and transport shipments, including vital personal
protection equipment (PPE) and other essential medical supplies such
as respirators to where they were needed. “We were able to offer our
customers a full warranty service,” says Mr Ma adding it required a
committed “team effort” by colleagues and business partners.

Mr Ma points out while the pandemic has forced millions of employees
around the world to work from home, many KLN staff continue to
work on the frontline to maintain 24/7 services across more than 150
international hubs to support multiple customers and industries. In
response to reduced capacity in air and ocean freight, KLN utilised
its unique Eurasian road and rail freight network to devise alternative
solutions for customers to cope with the new situation. The success of
the firm’s logistics response to the global pandemic was reflected in its
annual earnings. Posting revenues of HK$53.36 billion, a 30% increase
in 2020 from the previous year, according to firm's annual report, Mr Ma
says KLN's performance stands as testament to the company’s capability
in devising creative and efficient logistics solutions for customers.

Lessons Learned
According to Mr Ma a tough lesson that all stakeholders have learned from

the pandemic is that global supply chains can have multiple “pain-points”
and a small margin of error for mitigating delays and disruptions. Before
the pandemic he says the hallmark of every industry was the concept of
just-in-time (JIT), as a way of optimising end-to-end inventory on an as-
needed basis. However, in the face of lockdowns, quarantines and social
distancing, the JIT system was no longer tenable. “Just-in-time quickly
became just-in-case,” says Mr Ma referring to the inventory management
philosophy where companies keep inventories on hand to mitigate risk.
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Rejigging Global Supply
Chains

While the COVID-19 pandemic
has brought unprecedented
challenges to everything from
global public health to people’s
livelihoods, it is also responsible
for reshaping the logistics
landscape. Already becoming
a growing trend before the
COVID-pandemic struck, Mr
Ma says Asian companies,
predominately led by mainland
Chinese companies, have been
increasingly taking control
of their end-to-end business
activities, including their logistics
requirements. “They are directing
their own destinies,” notes Mr Ma. He adds the trend is significant
because it means as Asian companies enlarge their global presence,
they have a tendency to work with Asian-based 3PL firms such as KLN
who understand their business needs. “As more mainland Chinese
and Korean companies expand their footprint internationally, the
demand for logistics services provided by KLN can also be expected
to increase,” says Mr Ma.

Meanwhile, as part of the fallout from the pandemic on supply chains,
Mr Ma has noted the return of significant numbers of companies
that relocated from mainland China to Asian countries during 2018
and 2019, to avoid tariffs imposed as a result of bilateral trade
tensions between China and the US. To Mr Ma the resumption of
manufacturing and supply chain activities does not come as a surprise.
While many countries in Asia are still experiencing slowdowns or
shutdowns to contain the spread of the virus, China’s manufacturing
and supply chain capacities are generally fully operational. “China
is one of the few places with the ability to maintain an intact supply
chain covering a wide range of products,” says Mr Ma. However, as
economies recover from the pandemic, he expects semiconductor,
electronic components and chip manufacturers to continue to
relocate their manufacturing capacity from mainland China to Taiwan.
“There are hundreds of semiconductor factories under construction
in Taiwan, and this will continue to substantially change the logistics
supply chain,” notes Mr Ma, who expects post-COVID supply chain
logistics to continue to evolve.

Collaborative Technology and Human Intelligence
As a company fully committed to technological innovation, Mr Ma

explains that, while technology plays an integral role in helping to
keep supply chains operating, it is only one part of the equation; there
is also the human dimension. “Technology provides the solutions
when all the segments can be seamlessly linked,” he says. A crisis like
the global pandemic, however, created challenges beyond the scope
of many technology capabilities. “At KLN we are fortunate to have
the right balance of the latest technology that connects us with our
customers and the people with the skills and abilities to respond to a
crisis in ways that provide our customers with customised solutions.”
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Growth Momentum

With its first warehouse built in
1981 and listed on the Hong
Kong Stock Exchange (HKEX)
in 2013, KLN has grown from a
warehousing subsidiary of property
developer Kerry Properties that
operated one truck used for
cross-border shipments to an
organisation that operates about
10,000 vehicles, employs 42,000
staff and has a global presence
across 59 countries and regions.
KLN offers integrated logistics,
international freight forwarding
covering air, ocean, road, rail
and multimodal freight, as well
as industrial project logistics,
express, cross-border e-commerce
and last-mile fulfilment. Clients
include fashion and lifestyle brands, electronics and technology
manufacturers, food and beverage distributors, pharmaceutical and
healthcare companies, fast moving consumer goods brands, and a
diverse range of other companies.

Mr Ma says the company is always keen to explore business
expansion opportunities, for example, KLN was the first Asia-based
global 3PL to move eastbound freight from Europe along the
Belt and Road — the overland Silk Road Economic Belt initiative
championed by China’s president Xi Jinping. “We are proud to
be the first 3PL firm to turn part of the Belt and Road initiative into
reality,” says Mr Ma. Commenting on mainland China courier SF
Holding's recent investment of a 51% stake in KLN, Mr Ma explains
the investment is a strategic collaboration. “SF will control the
board but not the company,” he says. KLN will help SF Holding's
to expand its global footprint, while the collaboration will help to
strengthen KLN's presence in the mainland China market, where
the company is viewed as a “foreign entity”. “We expect to tap into
the logistics needs of Chinese companies that have the potential
to generate larger logistics growth volumes in the coming years,”
notes Mr Ma.
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Since 2009, Hong Kong-listed companies from a wide range of
industries have taken the opportunity to gain exposure by being
profiled in Momentum's "Member in the Spotlight” column. As
a member of the Chamber of Hong Kong Listed Companies, you
have the privilege of being featured in this column, too.

If you are interested in having your company profiled in Momentum,
please contact the CHKLC Secretariat: Karina Leung,
Tel: (852) 2970 0886; Email: karinaleung@chklc.org
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Green Credentials
As environmental, social and governance (commonly known as ESG)

issues take on growing importance for customers and investors alike,
Mr Ma says ESG concepts play a key role in KLN's business operations
and growth strategies. The recipient of multiple environmental
and social awards, KLN strives to make its operations greener
through optimising the use of resources and protecting the natural
environment and ecosystems. The company uses environmentally
friendly packing materials, highly durable pallets and co-sponsors
the use of recyclable materials with customers. “Without a strong
commitment to ESG issues, we would not meet the pre-qualifying
requirements as a service provider to multinational companies,” Mr
Ma says. As ESG plays a bigger part of the intersection between
business operations, in the next two to three years KLN expects to
be using electrically-powered trucks for in-city logistics shipments
as load carrying capabilities improve. With about 74 million square
feet of land and logistics facilities under its management, Mr Ma
says steps are taken to incorporate environmental efficiencies. KLN's
Product Customisation and Consolidation Centre (PC3) in Tai Po,
was built to LEED (Leadership in Energy and Environmental Design)
specifications, the most widely used green building rating system in
the world. The purpose-built facility received LEED (Gold) certification
as well as becoming the first industrial building in Hong Kong to
receive HK-BEAM (Gold) accreditation for environmental quality. “With
environmental management an essential and pressing issue, we are
eager to fulfil our role as a socially and environmentally responsible
corporate citizen,” says Mr Ma.
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