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Reverse Globalization: A Potential Solution to Commodity
Price Volatility in the Supply Chain

March 27, 2012, 12:00am

One of the most critical challenges for manufacturing firms is their continual exposure to
increases in price level and price volatility. In fact, volatility of commodity prices in the last
decade has outpaced the oil price shock experienced in the 1970s, according to Satish
Faghavendran, Ph.D., vice president at Deloitte Research, India. Deloitte SWCS India Pyt L, and
co-author of the article *Commeodity Price Volatility: A Catalyst for Reverse Globalization?” which
appeared in Deloitte Research’s First Quarter 2012 Global Economic Qutlook.

http://www.imt.mx/



(/t\ International
Transport Forum

5 ‘ REGIONALIZATION OF SOURCING BASIS

China

= Hong kKong

2 India

© Global Manufacturing Competitiveness Index (2013
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3 ‘ Chart 1: Mexico has overturned China’s hourly wages
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7 ‘ RELIABILITY OF LOGISTICS PERFORMANCE

The impact of specific improvements in logistics performance (time, cost,
and reliability) on increased trade.!

1Hausman,LeeandSu br amani afhe(mpadt®fLogistics Performance on Tradeo .
http://www.imt.mx/ Production and Operations Management, Volume 22, Issue 2, pages 236i 252.
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Exhibit 3. Shipping from China to the United States Is Slower and Less Predictable Than
Shipping from Mexico

8 [ Shanghai to Chicago ]
Shanghai Trans- Port-to-port Trans- .
port %de shipment, } ocean shipment, )U.S. portside’ U.S. land 3 Total
activities China® / transport /United States?/ activities ftransport £ time
“-nh ‘H‘\ ™ ! el —
Scheduled time | 1day | 3days | 10days | <iday | 1day | adays |
e 7 \ ™
Actual time |1t06dal_.rs 3 days |1{} tolldag.rs| =1 day | 1m5dal_.rs|4ms dal_.rs| 1910
¥ + 1 + >33 days
Delays Port entrance Missed berth slot: Railroad  Railroad
congestion or upto1day congestion congestion
feeder congestion: at port: en route:
up to 5 days up to 4 days up to 4 days

| Aguascalientes to Chicago |

Land Land
transport, Border ))transport, > Total

Mexico Crossing funited States/  U1Me

— = % -
Scheduled time | 1day | <iday | 1day |
/ / i \
Actual time | 1to 3 days |upto 1da§.r| 1103da1_.r5|
13 1 ¥

Delays Road Unload and  Road
congestion reload: congestion
enroute: uptolday en route:
upto 2 days upto 2 days

Source: BCG analysis.
‘Transshipment is the transfer of a container from one conveyance to anothar, such as from truck to ship or vice versa.
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9 ‘ REGIONALIZATION

| None

- Economic and monetary union

- | Economic union
, \:] Customs and monetary union
|| Common market

[ customs union

- '.Multilateral free trade agreement
: 1

b © JeanPaulRodrige (2010)




LATIN AMERICA'S SUPPLY CHAIN MATURITY GAPS

Gaps in Latin America’s supply chain maturity are largest in areas that are critical to managing the
complexities of the region.

Median SCM Maturity Assessment Tool Results by Region'
1 = lowest, 5 = highest
Dimension ! 4 S . 9
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S etwork design *  Supply chain risk Is higher in
upply chain risk j Latin America than in developed
markets, yet the region’s ability to

. Sales and operations planning (SSOP) meanager risk Is significantly

g)om« and demand management lower.

k) nventory management * Forecasting is critical In Latin
Forecasting J America given regional complexity
Production management and market growth, however,

e) forecasting maturity significantly
Supply management lags developed markets
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d::mg and development : Latin America
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1. Medlan scores by region, McKinsey's SC360 100, consumer packaged goods (CPG) Industry
2 Average of median scores by reglon, McKinsey's SC340 tool, consumer packaged §oods (CPG) industry
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P © Brancq Cabral Kraiselburd SilvaandWitty (2014)
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CompetitiveStrategy

Supply Chain
Strategy

© ChopraandMeindl (2013)
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: ‘ SUPPLY CHAIN PERFORMANCE MEASUREMENT
STUDIES

A No alignment between a national competitive strategy and supply
chain strategy;

A No statistical significance / methodology is not clearly exposed:;
A Public approach are not part of the analysis;
A No private - public collaboration (for sharing data).
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