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exeCutive summary1
This Economist Intelligence Unit study, 
sponsored by Standard Chartered Bank, seeks 
to understand the priorities and concerns of 
the current generation of ambitious, outward-
looking emerging-market MNCs: where they 
see future opportunities, and how they are 
preparing to grasp these. Through a survey of 
400 executives and several in-depth interviews, 
we ask what gives firms the initial boost to take 
the plunge overseas, what drives decisions on 
the geographical distribution of value chains, 
where the main risks and limitations lie, and 
how firms are addressing these. Finally, we 
assess the implications of the study’s findings 
for the future of South-South trade, and draw 
conclusions on how emerging-market firms can 
position themselves for success. 

1.2 Highlights
Below are highlights from this report: 

•  emerging-market firms that are heavily 
focused on trade with other emerging 
markets are planning higher supply chain 
investments, and expecting costs to fall 
further, than those focused on trade with 
the developed markets. A significant 
majority (82%) of emerging-market firms 
intend to consolidate and expand their 
South-South supply chains over the next 
three years, despite an uptick in interest in 
developed markets as Western economies 
recover. Particularly among firms which 

1.1 introduction
The story of the rise in emerging-market trade 
over the last two decades has predominantly 
been one of supply chains lengthening 
and snaking their way through developing 
economies. China has been the engine  
driving much of this expansion. Since 1990, 
South-South trade—or trade between  
emerging markets—has increased from 8% 
of world trade to currently around 25%, 
and is expected to reach 30% by 2030.1 To 
date, a majority of the increase has come 
from fragmentation of supply chains, with 
production hubs in the developing economies 
feeding components into final goods headed for 
developed markets. However, several important 
shifts are occurring. 

First, South-South supply chains are 
increasingly aimed at meeting the demand 
from swelling middle classes in emerging 
markets. Second, multinational corporations 
(MNCs) in emerging markets—having benefited 
from export-oriented policies, and supported 
by growing pools of talent in developing 
countries—are capturing more of the value 
chain. The future of South-South trade  
will therefore increasingly be driven by 
emerging-market MNCs serving end-customers 
in the global South. With services trade 
growing more rapidly than manufacturing at 
a global level,2 another anticipated change is 
the increasing role of services in South-South 
supply chains.

1 World Trade Organisation, World Trade Report 2014, October 2014.   
2  According to the World Trade Organisation’s International Trade Statistics 2014, global exports of commercial services grew by 6% in 2013 compared to 
2% for merchandise exports.
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get most of their revenue from emerging 
markets, the recovery in North America 
and Western Europe will only have a limited 
impact on companies’ priorities—indicating 
a sense of confidence in future emerging-
market opportunities. 

•  Growing middle classes will profoundly 
shape emerging-market supply chains, 
as companies shift production closer to 
consumers. While reducing costs remains 
important, companies that already have a 
low-cost home base have less incentive to 
outsource production unless there is also 
interest in the local market. To position 
themselves to service local and regional 
demand, emerging-market firms are focusing 
on moving R&D and product development 
functions into other emerging markets.

•  many emerging-market mnCs believe the 
time is ripe to move from a regional to a 
global presence. Many firms are planning to 
look for growth beyond their own regions in 
the next three years. Brazilian companies are 
increasingly looking for growth in markets 
beyond South and Central America, while 
some Chinese firms that previously focused 
internationalisation efforts on neighbouring 
countries in South-east Asia are now looking 
to strengthen links with South Asia. 

•  investment interest in eastern europe, 
the middle east and north africa, and the 
mekong region is growing. Eastern Europe 
is set to receive more investments from both 
manufacturing and services firms in other 
emerging markets. In addition, the Middle 
East-North Africa and Mekong regions are set 

to gain manufacturing investments, largely 
at the expense of Central and South America, 
East Asia and South-east Asia.

•  emerging-market firms may be overlooking 
opportunities in africa. Experts with insight 
into global trends consistently emphasise 
the potential of Africa as one of the world’s 
top future growth markets. However, most 
emerging-market executives remain cautious 
with regard to Sub-Saharan Africa: this 
was the region least-cited as a focus area 
in the near future. Notably, the firms best-
positioned to trade with Africa—those  
based in Dubai and South Africa—are  
least interested in South-South trade, 
tending to be more focused on clients in 
developed markets. 

•  use of the yuan for international 
settlements has caught up with euro use 
among firms in China and south-east 
asia, though is still far from challenging 
dollar dominance. While the currencies of 
exceptionally strong regional economies 
such as China are most likely to see 
increased use, particularly when there 
is policy support, it is not necessarily 
the case that trade dominance leads to 
currency dominance. Most firms surveyed 
intend to continue using the US dollar for 
international settlements.
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Totals in the charts contained in this report 
may not add up to 100% either due to rounding 
or because respondents could select more than 
one answer. We would like to thank all those 
who participated in the survey for their time 
and insights. We would also like to extend 
particular thanks to the following people, who 
contributed their expert views on supply chains 
through in-depth interviews:

• Arancha Gonzalez, executive director,  
 International Trade Centre (Switzerland);

• Ayesha Sultan Al Junaidy, director of  
 corporate strategy, DP World (Dubai); 
 
• Isbrand Ho, managing director of European 
 Auto Sales, BYD (China); 
 
• Jagjit Srai, head of the Centre for 
 International Manufacturing, University  
 of Cambridge (UK); 
 
• Jonathan Batten, professor of finance, 
 Monash University (Australia);

•  José Humberto Prata Teodoro Junior,  
global desk director, BRF (Brazil);

• Uday Baldota, chief financial officer, Sun 
 Pharmaceutical Industries (India).

The EIU bears sole responsibility for the content 
of this report.

1.3 about the study
Chain reactions: How trade between emerging 

markets is reshaping global supply chains 

is a part of the Growth Crossings series 
examining emerging-market supply chains. 
The EIU conducted a survey and interviews in 
March-April 2015. We surveyed 400 corporate 
executives from major emerging markets, 
including 50 respondents from each of Brazil, 
China, Dubai, India, Indonesia, South Africa, 
Thailand and Vietnam. Half of respondents 
were C-suite or board level, with the remainder 
holding positions of business unit head or above. 

For this study, we applied the following 
groupings when discussing regional markets:

• Central and South America 
 
• North America, including the US and Canada 
 
• Western Europe 
 
• Eastern Europe 
 
• The Middle East and North Africa  
 (MENA) region 
 
• Sub-Saharan Africa 
 
• East Asia, including China, Taiwan and  
 South Korea 
 
• South-east Asia, including Indonesia, 
 Malaysia, Philippines, Singapore and Thailand 
 
•  The Mekong region, including Cambodia, 

Laos, Myanmar and Vietnam
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ComPanies are ConFiDent in tHe 
Future oF emerGinG marKets—But 
some oPPortunities are BeinG misseD
Where are the opportunities for emerging-market firms in the next few years, and who 

is well-positioned to seize them? Firms which already have a strong foothold in other 

developing countries are certainly bullish on the long-term future of their South-South 

business. They intend to invest higher amounts in their supply chains and they are 

more confident that their costs will fall. Emerging-market firms continue to gravitate 

to East Asia for growth, but interest is growing in the Eastern European, MENA and 

Mekong regions. Experts point to Africa as a key area of opportunity, but this is not yet 

widely recognised in emerging-market companies’ strategies. 

2

Among firms that currently derive half or more 
of their annual revenues from emerging markets 
(“emerging market-focused firms”), the recovery 
in the US and hopes for the same in Europe will only 
have a limited impact on investment priorities—
indicating a sense of confidence in future 
emerging-market opportunities among those most 
familiar with these environments. Among emerging 
market focused firms, 85% are committed to 
expansion in the developing world; whereas just 
3% and 4% intend to switch their focus from 
emerging markets to North America and Western 
Europe, respectively, in the coming few years.3

Overall, interest in expanding in Western markets 
will primarily be driven by those companies 
that are already focused on those markets. For 
instance, 57% of developed market focused firms 
expect most growth in the next three years to 
come from North America, compared to just 35% 
of emerging market focused firms. 

2.1 Companies with  
a sharp focus on  
south-south trade are 
sticking with this strategy, 
even as the us economic 
recovery attracts interest 
 
Eighty-two percent of emerging-market  
firms surveyed said they intend to expand  
their supply chains in other emerging markets 
over the next three years, despite an uptick 
in interest in advanced markets owing to an 
economic recovery in the West. Overall,  
firms appear to be positioning themselves  
to capture the upturn in demand from  
developed markets after a prolonged  
period of stagnation and over-supply,  
while simultaneously consolidating their  
position in emerging markets. 

3  Note that these figures represent overlapping groups, so the total switching their focus to developed markets may not be as high as 7%.
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Past growth refers to trade growth over the past year and future growth refers to expected trade growth in the next three years. Respondents 
were asked to select up to three markets. Developed-market focused companies are firms that derive at least 50% of their annual revenues from 
developed markets. Emerging-market focused companies derive at least 50% of annual revenues from other emerging markets.
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Are you planning to expand your supply chains in emerging markets in the next three years?

South America. This reflects the status quo:  
just one in ten Dubai respondents—the lowest 
rate for any geography in the survey—currently 
gets most revenues from emerging markets, 
implying that Dubai is the least dependent on 
emerging markets among the countries in  
the survey. 

 Respondents in India, Indonesia, Vietnam 
and China were most likely to be planning 
new investments in emerging-market supply 
chains, at 94% of respondents or above. Firms in 
Dubai and South Africa went against the trend, 
planning a much higher focus on developed 
markets than their counterparts from Asia and 

2.2 investment in 
emerging-market supply 
chains supports confidence 
in cost management
Emerging market-focused firms have more 
ambitious plans for supply chain investments 
in other emerging markets than those focused 
on developed markets. Nearly half (45%) of 
emerging market-focused firms intend to invest 
at least US$20m in capital expenditure on supply 
chains over the next three years, compared to 
35% of developed market-focused firms. Only 4% 

of emerging market-focused firms are refraining 
from investments in this period. The equivalent 
figure for developed market-focused firms is 12%.

Firms primarily pursuing a South-South  
strategy also expect costs to fall further than 
those focused on North-South trade. Sixty-
percent of emerging market-focused firms 
expect costs to decrease over the next five years, 
compared to just 44% of developed market 
focused firms.
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citing South-east Asia as a top growth market 
fell to 34%, while those focusing on Western 
Europe rose from 36% to 42%. However, the 
cohort of emerging-market focused firms 
have kept their sights firmly set on East Asia: 
this was the clear region of choice for growth 
in the next three years, cited by 48% of 
respondents—compared to just 35% citing the 
US. This reflects China’s role as the engine of 
South-South trade.

Intra-regional trade ties will remain strong. 
Firms from Dubai and South Africa were the only 
ones to buck the trend of focusing on clients 
close to home: respondents from these countries 
expect future growth to come instead from 
developed countries. For respondents from all 
other countries, either the immediate region or a 
neighbouring one was the first- or second-ranked 
growth market for the next three years.

Nonetheless, comparing the past year to 
expectations for the next three years, the 
proportion of all respondents citing their own 
region as a top growth market fell, indicating 
that South-South supply chains will lengthen 
geographically, or that localised supply chains 
will be established further afield. The biggest 
drop was for Brazil, where those firms citing 
Central and South America as a top growth 
market fell from 90% last year to 60% for the 
next three. Brazilian firms are not turning their 
attention to advanced markets. Rather, the 
gains are set to be dispersed among emerging 
markets in Africa, the Middle East, South Asia 
and South-east Asia. This trend is exemplified by 
Brazil-based agribusiness and food production 
firm BRF, which has reorganised itself in recent 

2.3 south-south trade 
corridors are shifting—
though China remains 
central 
The survey revealed that several corridors will 
likely grow as a result of South-South trade 
activity in coming years. 

•  Investment interest in the Eastern European, 
MENA and Mekong regions is increasing. Both 
manufacturing and services firms in other 
emerging markets are taking a greater interest 
in Eastern Europe, with more respondents in 
Brazil and Thailand targeting the region in 
the next three years. In addition, the Asia-
MENA corridor will see growth, with firms in 
China and Vietnam both looking for more 
growth outside their own regions. The Mekong 
region will likely benefit from interest from 
manufacturing firms.

•  Busier times are also ahead for the East 
Asia—South Asia trade corridor. India-based 
respondents showed somewhat stronger 
interest in East Asia and the Mekong region in 
the next three years. Chinese companies also 
anticipated stronger ties between South and 
East Asia, with the number citing South Asia 
as a top growth market rising from 18% in the 
past year to 26% for the next three.

•  East Asia remains the centre of gravity for 
South-South trade. The top growth markets 
in the past year were East Asia (cited by 49% 
of respondents), North America (43%), and 
South-east Asia (42%). Looking ahead to the 
next three years, the number of respondents 
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4 Emerging Markets Private Equity Association, February 2015.

years in preparation for a more active emerging-
market growth focus beyond South America, and 
is expanding operations in the MENA and South-
east Asian regions. 

2.4 missed opportunity  
in africa?

Sub-Saharan Africa was the region least-cited 
as having good growth potential, with just 16% 
of respondents viewing it as a top growth region 
in the next three years. Interest in Africa was 
uniformly low across manufacturing and services 
sectors, and among emerging-market and 
developed-market focused firms. This contrasts 
sharply with the high expectations of the African 
market expressed by experts in global trade and 
record fundraising by Africa-focused private 
equity firms in 2014.4 

Arancha Gonzalez, executive director of the 
International Trade Centre (ITC), a joint agency 
of the WTO and UN that aims to increase the 
competitiveness of developing countries in 
global trade, is clear in her opinion that Africa is 
the region to watch: 

“We’ll probably see a move in the centre of gravity 

away from East Asia to other parts of the world, 

and in my view one big part of the world to watch 

out for is called Africa. And a lot of the African 

story will be value chains in Africa, to serve the 

African consumer.”

This view is echoed by DP World, Dubai’s 
international port operator. Overseeing a 
business model based on facilitating global 

trade, the infrastructure giant’s director of 
corporate strategy, Ayesha Sultan Al Junaidy, is 
well-positioned to see the broader, longer-term 
shifts taking place in trade routes.

“So far, we’ve seen the Asia-Pacific being at the 

heart of South-South trade, but now what we’re 

seeing more and more is the emergence of Africa. 

Gateways into Africa are already appearing—Jebel 

Ali port [DP World’s flagship port, in Dubai] serves 

as such a gateway.”

This begs the question of whether emerging-
market investors are in danger of missing 
the boat with regard to the African growth 
opportunity. Those who establish an early 
foothold in this diverse and challenging set 
of markets will be at a significant advantage if 
Africa’s growth potential picks up as anticipated. 
In this context, it is somewhat surprising that the 
firms best-located to trade with Africa—those in 
Dubai and South Africa—show less interest than 
others in the survey in doing trade with partners 
in other emerging markets.
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tHe evoLution oF emerGinG-marKet 
suPPLy CHains 
What is driving and enabling emerging-market firms to expand South-South links, 

and how is this affecting supply chains? South-South supply chains are now being 

shaped primarily by the rise of middle class consumer bases, and with increasingly 

well-educated labour forces in emerging markets, higher-skilled functions such as R&D 

are set to gravitate towards promising locations in the developing world. The similar 

market characteristics of developing countries offer an advantage for emerging market 

firms to exploit—particularly when they benefit from policy support domestically, 

which can be a critical enabler. 

3

31% cited developing products tailored  
to local tastes, as significant factors  
influencing decisions to grow supply chains  
in developing countries.

Middle class populations are growing quickly 
in East Asia and South-east Asia and therefore 
emerging-market supply chains will develop 
to serve these regions. Slightly more than half 
of the respondents who said they would like to 
expand their emerging-market supply chains to 
tailor their products more for local consumers are 
targeting East Asia for growth in the next three 
years, and 42% South-east Asia. 

Professor Jagjit Srai, head of the University 
of Cambridge’s Centre for International 
Manufacturing, explains:

“In North-South trade, access to markets often 

resulted in manufacturing dispersion to get 

access to low-cost labour. When you have a South 

3.1 Consumer demand  
will drive localisation  
of emerging-market  
supply chains
Given that emerging-market focused firms 
expect costs to fall further in the next few 
years than their developed market focused 
counterparts, it is unsurprising that the top 
reasons stated for expanding supply chains in 
emerging markets were lowering costs (cited by 
40% of respondents) and increasing operational 
efficiency (44%). Supply chain fragmentation 
and/or relocation to manage costs remains a 
major driver of South-South trade.

Yet this is only part of the story. In deciding 
which functions to move into which emerging-
market locations, Southern firms are increasingly 
concerned with getting close to, and adapting 
products for, local consumers. A third of 
respondents cited proximity to customers, and 

3  Note that these figures represent overlapping groups, so the total switching their focus to developed markets may not be as high as 7%.
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home base, the motivation for low-cost labour is 

not there, so the access to markets becomes the 

dominant motivator.”

BRF’s recent decision to enter the Indonesian 
market was based on a desire to reach Indonesian 
consumers, not so much the low-cost advantages 
of manufacturing in South-east Asia, according 
to José Humberto Prata Teodoro Junior, global 
desk director at the firm. “We are 99% driven by 
what the consumer wants, and how to expand 
into the Indonesian market,” he says.

In choosing international locations, emerging 
market-focused firms are more likely than 
developed market-focused firms to be motivated 
by the desire to tailor products to the needs of 
local consumers, suggesting localisation will be 
an important factor in the development of South-
South networks.

In contrast to the other emerging-market 
destinations, access to natural resources is  
more significant than proximity to consumers  
as a driver for expanding into Sub-Saharan Africa 
and the MENA region. However, according to 
Ms Al Junaidy of DP World, owing to the rise of 
African middle classes this may not be the case 
for much longer. 

“In the past, strategies may have focused  

more on Africa for minerals and reserves,  

but what you’re seeing today is that goods are 

being traded. In one current example, furniture 

from Brazil is being shipped to Angola. You’re 

seeing different types of trade happening, with  

the Angolan economy growing and people being 

able to purchase more. This is driving trade 

between emerging markets.”

Overall, Ms Gonzalez of the ITC estimates that 
around one-third of the growth in South-South 
trade is coming from growth in consumer demand 
in emerging markets, while the other two-thirds 
is still likely to be coming from supply chain 
fragmentation. Two important long-term trends 
are set to invert these figures in due course. 
One is the explosion of the middle classes in the 
global South, which will continually drive the 
pull factor of consumer demand. The other is 
the tendency towards shortening supply chains, 
which is coming about as a result of increased 
awareness of the difficulties of managing long, 
geographically-dispersed value chains, as well 
as pressure to make operations more sustainable 
in light of climate change targets and the rise of 
“conscious consumers”.
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3.2 Case study: south-south trade relationships offer potential 
for scale

uday Baldota, CFo of sun Pharmaceutical industries, argues that similar market characteristics give southern 
companies the edge in other emerging markets

Mumbai-based Sun Pharmaceutical Industries (Sun Pharma) has long had a major focus on the US, as well as 
being the biggest player in its home market. However, in recent years it has increasingly turned its attention  
to other large emerging markets. According to Uday Baldota, chief financial officer of the firm, this is a logical 
step for a company that is familiar with the dynamics of developing markets—in terms of how to market and 
distribute products.

“The demographics, per capita income and other factors are similar in [other developing] countries, so your ability 

to promote your products has an advantage. You have a natural starting advantage there, as you understand the 

dynamics at that level of income. You can carry the practices from your home market to other markets.”

Sun Pharma’s products, many of which were developed for the Indian market, are already tailored to the needs  
of consumers in a developing economy, so scaling production to serve other emerging markets makes sense.

“Often you find that the products you are offering in your home market have strong acceptance and strong 

consumption in other emerging markets, such as South-east Asia, Africa, and even to a certain extent in Latin 

America. So effectively we can exploit the same product base over a much larger set of countries.”

With a background of working with Indian health authorities to meet the needs of the domestic healthcare 
sector, Sun Pharma’s leadership team is well-aware of the benefits of cheap, scalable drug production to the 
governments of low-income economies, and has used this to shape the firm’s strategy.

“Some markets look forward to companies from India who have scaled the availability of pharma. Our ability to 

bring these products to such markets also helps these countries meet their drug requirements, and when you transfer 

technology, it also helps them to become self-sufficient and save foreign exchange. For example, when we set up a 

facility in Bangladesh, we were able to supply all of that country’s needs [for those products], so Bangladesh did not 

need to import them from any other market. In that sense, there are trickle-down advantages as well.”

Sun Pharma currently gets about 50% of its revenue from developed markets, 25% from India and 15% from 
other emerging markets, notably South Africa, Brazil and Mexico—so it is starting from a small base in this  
latter group. However, Mr Baldota expects Sun Pharma’s growth in other emerging markets to outpace that in 
either India or developed markets in the next five to ten years.
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3.3 many companies are 
planning to move higher-
value functions into 
emerging markets 
 
Where emerging-market firms choose to 
outsource R&D and other high-skilled functions 
to a country other than their target market, 
they are twice as likely to choose an advanced 
economy as a developing one. However, this 
advanced economy advantage is much less 
significant when considering South-South  
trade alone—here, the desire to get close  
to consumers is drawing more high-skilled  
parts of companies’ supply chains into  
emerging markets.

Overall, around 60% of emerging-market firms 
prefer to locate R&D and other high-skilled 
functions in the same market as their end-

consumers. It is predominantly developed  
market focused firms that outsource these 
functions to advanced countries, whereas 
those with an emerging market focus prioritise 
proximity to consumers. Just 22% of emerging 
market focused firms outsource R&D to third-
party advanced countries, compared to around 
half of developed market focused firms. Notably, 
emerging market focused services firms are 
significantly more likely to prioritise proximity  
to end-customers when establishing higher-
skilled functions such as R&D and product 
certification than their developed market-
focused counterparts.

This trend appears set to accelerate. As the chart 
below shows, the top supply chain functions that 
respondents expect to grow in emerging markets 
in the next three years are product development 
(49%) and R&D (37%), with similar results for 
both manufacturing and services. 

Product development

Research & development

Product distribution

Manufacturing

Sourcing/procurement

Customer service

Assembly

Support operations

0% 10% 20% 30% 40% 50% 60%

Emerging-market supply chain functions in next three years
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area of climate-friendly technologies. There are 

plants newly set up in China to produce cement and 

steel that have cutting-edge production methods, 

which result in lower CO2 emissions than old-style 

production, whereas established producers in 

Europe, for instance, have not adjusted to these 

new technologies.” 

3.4 a strong domestic 
support base is critical to 
enabling emerging-market 
firms to internationalise
 
In a 2013 paper from the Petersen Institute  
of International Economics, Arvind Subramanian 
and Martin Kessler described China as the  
world’s first “mega-trader” since the British 
Empire, owing to its status as the world’s largest 
importer and exporter of manufactured goods  
as well as the high contribution of trade to its 
own GDP. 

The interventionist, export-oriented  
approach of China and certain South-east  
Asian countries has allowed national  
champions to emerge in key industries that  
are capable of using their strong domestic  
base as a launch pad for overseas investments. 
Strong support in their home markets—earlier  
in the form of trade barriers, and more recently  
in the form of tax breaks to manufacturers  
and their suppliers, R&D subsidies and cheap,  
low-risk finance—meant that the overall risks 
faced by such companies were greatly reduced. 
“If you want to take a risk in South-South trade, 
you need a very solid home base,” says Mr Srai  
of Cambridge University.

 There is no simple distinction between developed 
and emerging markets when it comes to relative 
advantages of R&D locations—it depends 
very much on the sector and associated skills, 
technologies and infrastructure required. Some 
major Western multinationals have established 
their lead global R&D bases in developing 
countries. For instance, process technologies 
are being developed in Indian centres, and 
pharmaceuticals in China. Regulations can 
be important in determining R&D locations, 
either as push or pull factors: some Indian 
pharmaceuticals firms have reacted to tighter 
regulatory requirements in their home country by 
moving R&D to South-east Asian locations, while 
some firms establish R&D centres in China as a 
condition of gaining market access.

On the other hand, there is a more clear-cut 
advantage of emerging markets when it comes to 
complex manufacturing: proximity to markets. 
Sun Pharma has established injection facilities—
which require a more complex process than tablet 
production—in India and Romania, serving their 
respective regional markets. Rapid adoption 
of technology is another important feature of 
emerging markets that favours them as locations 
for higher-value parts of the supply chain, 
according to the ITC’s Ms Gonzalez. Developing 
countries are quick to adopt new technologies  
in comparison with advanced markets, which  
can be slow to move on from legacy technologies.  
Ms Gonzalez says:

“Technology has made it much easier to go for 

cutting edge new technologies in countries that 

did not have any technology before, than in those 

countries that have had to adjust technology 

upwards. There is an interesting example in the 



19© The Economist Intelligence Unit Limited 2015

 
 

Chain reactions  
How trade between emerging markets is reshaping global supply chains

5 This policy was introduced under China’s tenth five-year plan in 2001. Around this time, tariffs protecting domestic auto industries were phased out following WTO entry, 
but government support continued in the form of measures such as support for private automobile consumption, tax break for parts suppliers and subsidies for R&D.

To the extent that we can describe a “typical” 
emerging-market firm that is bullish about 
expanding its supply chains in other developing 
countries, the East Asian champion buoyed 
by supportive policies from an interventionist 
government, and awash with foreign capital, 
has been the best illustration to date. BYD is a 
good example of a Chinese company that has 
ridden this wave. It moved up the value chain 
from batteries to whole automobile production, 
accumulated large cash reserves, and has been 
supported in its subsequent internationalisation 
by policies targeted at the automobile and new 
energy sectors. Isbrand Ho, the firm’s managing 
director in Europe, says:

“At the time when many investors, seeing the 

wide profit margins in the battery manufacturing 

industry, were swarming in and competition 

was intensifying, that was when BYD quickly 

made the decision, on the one hand to continue 

strengthening efforts in R&D for new battery 

technologies, to protect our own leading position 

in the battery manufacturing sector; and on 

the other hand to make best use of the several 

billions we held in cash to open up new areas of 

investment. Then in 2001, at the same time as 

China joined the WTO, China introduced a policy 

of ‘encouraging cars for households’.5 Under 

these two influences, China’s automobile industry 

experienced an unprecedented transformation, 

and BYD—keenly attuned to Chinese market 

information—took its first steps into the national 

car industry.”

Ms Gonzalez believes that a fundamental 
precondition for local industries to develop the 
domestic strength needed to expand abroad 
is effective long-term economic planning by 

governments. In other words, some degree 
of interventionism is desirable to nurture 
local industries to a state of competitiveness, 
regardless of how overseas expansion will  
be funded.
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overCominG tHe CHaLLenGes oF 
exPanDinG soutH-soutH suPPLy CHains  
What factors are restraining the development of South-South supply chains, and how 

do firms mitigate these challenges and risks? Companies engaged in South-South 

trade face numerous challenges, from natural and man-made disasters to quality 

control issues and insufficient supplier finance. A quarter of survey respondents have 

no supplier finance arrangements in place, and weak provision of financial products 

tailored to developing countries’ business environments—characterised by numerous 

small-sized suppliers—remains a problem.

4

“[One key problem facing an investor looking to 

set up a new industrial base in an emerging market 

such as Nigeria] is access to finance. Not that 

there is no liquidity; there is plenty of liquidity, 

but we’ve not yet developed instruments that are 

adapted to the realities of this market. We’re not 

just talking about microfinancing—microfinancing 

is available. But you have microfinance in one 

stream of the market; you have normal commercial 

financial operations for the multinationals, which is 

available from the normal banking sector; but then 

you have a missing middle, where in my view it is 

not developed enough.”

This “missing middle” includes small- and 
medium-sized enterprises (SMEs) that are often 
perceived to be riskier borrowers. With SMEs 
struggling to gain access to finance, larger 
emerging-market MNCs may struggle in turn to 
find the networks of reliable suppliers they need 
to make headway in new emerging markets, 
particularly in capital-deficient markets such as 
Africa and other frontier areas.

4.1 adequate supply chain 
finance is lacking in some 
markets
Around a quarter (24%) of the companies surveyed 
had no supplier financing arrangements in 
place. Indeed, supplier-related risks, including 
relationship and supplier financial risks, were 
among the top-cited risks to firms surveyed. In 
2009, an UNCTAD report stated that financing 
solutions for rapidly-expanding South-South 
trade were inadequate, particularly with regard to 
inherently risk-prone sectors, such as agriculture, 
which remains very important to many emerging 
markets. UNCTAD called for more innovative 
financing mechanisms, including South-South 
arrangements, to fill the gap—particularly 
with a view to supporting smaller companies.6 
Nonetheless, it appears that lack of supplier 
financing options remains an issue. 

Ms Gonzalez identifies where the shortfall is  
hitting hardest: 

6   UNCTAD. 2009. “South–South trade, trade finance and trade logistics in support of sustainable agriculture development”. Trade and Development 
Board; Investment, Enterprise and Development Commission; Multi-year Expert Meeting on International Cooperation: South–South Cooperation and 
Regional Integration. Second session. Geneva, 14–16 December 2009.
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A minority of private equity firms, generally those 
that have more of a local presence and understand 
the markets, are gaining success by investing 
in African SMEs and piecing them together into 
larger operations. However, most large funds are 
not interested in deals under US$100m, and with 
less than 1% of global private equity investment 
targeted to Africa, the impact of private equity will 
be limited in the near future.7 

4.2 Diversification across 
markets is important to 
mitigate risk
Mr Srai from the University of Cambridge notes that 
South-South trade is generally more subject to 
climatic and political risk, while industry insiders 
also point to risks related to supplier reliability 
and currency volatility. One way of mitigating 
the relatively high risks of operating in emerging 
markets is to diversify the company portfolio across 
both developed and emerging markets—and it 
is clear that this is a common practice among 
emerging-market firms. 

The vast majority of respondents in this study 
derived between 25%-75% of their annual 
revenues from either emerging or developed 
markets,8  with just 7% of respondents depending 
on emerging markets for at least three-quarters of 
their revenues. While most respondents are bullish 
on emerging markets, they also recognise that 
it is unwise to put all your eggs in one basket. DP 
World’s Ms Al Junaidy explains:

“Today, we have 65 terminals and 75% of our 

business comes from emerging markets. It’s a 

fundamental part of our strategy to focus on 

emerging markets, but our portfolio is spread, 

and that also helps to spread our risk across the 

developed and developing world.” 

4.3 vertically-integrated 
distribution can help 
control quality and capture 
more value
Of the 18% of surveyed firms that do not intend 
to expand their presence in emerging markets in 
the next three years, nearly half were satisfied 
that their current supply chains are just right, with 
a further 38% concerned about over-capacity. 
However, 42% also cited concerns about quality 
control. In challenging operating environments, 
how do emerging-market MNCs ensure quality 
standards are maintained?

With regard to this question, more than a third of 
surveyed firms (36%) intend to focus on growing 
their distribution functions (including logistics and 
warehousing) in emerging markets. Particularly 
when going beyond the urban centres of the 
developing world, companies are more likely to 
face less-developed logistical environments than 
in developed regions. For instance, maintaining 
the quality and safety of fresh food is of particular 
concern to food producers such as BRF. One 
response to this is to invest partially or fully in the 
companies distributing and even retailing such 
goods—which has the dual benefit of capturing 
higher-value parts of the value chain. BRF has 
recently acquired some of its Middle East-based 
distributors, and aims to control all of its products 
to the point of retail; while Thailand’s CP Foods 
has expanded all the way up the value chain from 
agriculture to running shops and restaurants.

7  The Economist. 2015. “A sub-Saharan scramble”. 24 Jan 2015. 
8   Note that the screening process used to select survey respondents filtered out companies that derived under 25% of revenues from emerging markets.
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internationaLisation oF emerGinG 
marKet CurrenCies: suPPortinG or 
ComPLiCatinG suPPLy CHains?  
What strategies are emerging-market firms adopting with regard to currency usage 

for international payments, and is this affecting global trade patterns? In general, 

businesses want to minimise complexity and risk in their choice of currencies. 

The offshore yuan market is making headway in East Asia where a number of local 

currencies now track the yuan more closely than the US dollar. However, the US dollar, 

being more stable than most emerging market currencies, is still the currency of choice 

among emerging market firms for trade settlements and set to remain so.

5

account) that will ultimately underpin the 

international development of emerging market 

currencies. Most trade will probably remain 

denominated in US dollar and to a lesser extent 

euro for many years to come.”

This is confirmed by Mr Baldota of Sun Pharma, 
who notes that using dollars is advantageous 
given the relative volatility of emerging  
market currencies. 

The first of these two charts gives the impression 
that use of the offshore yuan for international 
trade settlements is becoming very common, 
particularly among companies based in South-
east Asia and India. However, the second chart 
provides a more nuanced picture, showing the 
extent to which the US dollar still dominates, 
although use of the offshore yuan has almost 
caught up to use of the euro among Chinese and 
South-east Asian countries.

5.1 yuan use is on the rise 
but far from challenging 
dollar dominance 
As emerging-market companies set their sights 
on international expansion and creating the 
supply chain networks to support those plans, 
international trade settlements—traditionally 
done using the US dollar, or to a lesser extent 
the euro—are being conducted in a more diverse 
range of currencies. From a business perspective, 
the use of additional currencies incurs additional 
cost, complexity and risk, so companies only 
tend to do so where there is a distinct advantage 
or it is politically expedient. This explains the 
relatively limited inroads made towards yuan 
internationalisation. According to Professor 
Jonathan Batten of Monash University:

“While trade is important, it is the financing 

of portfolio and direct investment (ie capital 
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5.2 regional economic 
dominance by no means 
guarantees currency 
dominance
Increasing numbers of bilateral currency 
swap arrangements, particularly by China and 
its trading partners, have enabled the yuan 
and other emerging market currencies to see 
increased international use. Mr Ho of BYD says 
increased internationalisation of the yuan 
will allow for improved clearing mechanisms, 

reducing financial risk. Mr Batten notes that 
currency internationalisation is more likely where 
a group of regional currencies begin to correlate 
more closely to the dominant regional currency 
than to the US dollar, as is now happening with 
some East Asian currencies. Nonetheless, the 
temptation to assume that China’s dominant 
economic role in the region will lead to eventual 
dominance of the yuan as an international 
currency in the region is offset by the example 
of the Japanese yen, which never gained much 
momentum as a regional currency.
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ConCLusion: tHe Future oF  
soutH-soutH traDe6

When survey respondents were asked what  
would have the biggest impact on emerging- 
market supply chains in the next three years,  
costs, materials and labour were prominent  
replies. So was quality. The trade experts 
interviewed for this report, Cambridge  
University’s Mr Srai and the ITC’s Ms Gonzalez  
both say that as populations become better off, 
they will not want the same goods and services 
as yesterday or today. They will demand higher 
quality, more socially and environmentally 
responsible products. And the requisite levels  
of quality assurance, accountability and 
sustainability are likely to come through shorter 
and increasingly localised supply chains. 

We are seeing this already, as emerging-market 
MNCs opt to establish local R&D and production 
bases, and acquire their local distributors and 
vendors. Firms are also responding to other 
factors such as the need for velocity in supply 
chains and, in more interventionist locations, 
political pressure to localise high-value elements 
of the supply chain as a precondition of market 
entry. However, the survey indicates that 
understanding and meeting consumer demand 
is first and foremost in the minds of executive 
decision-makers.

The concern with quality and sustainability 
extends beyond modes of production and 
distribution to the types of products that will 
gain currency and affect delivery models. Mr Srai 

Emerging-market firms focused on South- 
South trade are confident about growth 
prospects and cost projections as they look 
ahead to the future. The South Asia—East Asia 
trade corridor is set for busier days ahead,  
and the Eastern European, Middle East— 
North Africa and Mekong regions are all  
set to benefit from stronger links with other 
emerging markets.

South-South trade will likely continue  
to track the growth of emerging-market  
middle classes. Emerging-market MNCs 
increasingly recognise the value in tailoring 
their product ranges to cater to consumer  
tastes and needs in developing countries,  
and therefore emerging middle class  
preferences are poised to have a strong  
impact on the global trade map. To anticipate  
the evolution of South-South supply chains, 
then, is to understand how these consumer 
trends will change in coming years.

This study has shown that in the next  
several years, emerging-market MNCs  
will increasingly branch out to new regions  
and establish the footholds they need to  
understand the current needs of local 
consumers. To achieve long-term success, 
companies will need to be closely attuned to  
the changing preferences and concerns of 
emerging-market middle classes, as they  
adopt more affluent urban lifestyles. 
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says: “Will consumer trends veer back to wanting 
longer-duration, more sustainable products?  
In technology, software updates represent  
one example: phones are becoming a  
platform, being constantly upgraded— 
so you can keep the phone, and just update  
the apps. We talk about an eco-system  
built around consumer personalisation— 
the ability to tailor products to individuals,  
in a digital revolution. And with developing-
country firms and consumers often faster to 
adopt new technologies, we’re seeing a  
catch-up.”

Ms Gonzalez echoes the view that developing 
countries are benefiting disproportionately  
from the high speed of technological progress  
in the present age, while advanced countries  
risk falling behind as they are relatively  
slow to replace legacy technologies. This is  
illustrated in the manufacturing sector by the 
greater readiness of some emerging markets  
to invest in the latest factory technologies;  
and in the delivery stage by the rapid shift 
towards e-commerce and m-commerce in 
emerging markets.

Overall, the outlook for South-South trade  
is bright. This study has shown that many 
emerging market firms are planning to invest  
in their supply chains in other emerging markets 
to improve productivity, reduce costs and be 
closer to customers. Those firms most likely to 
succeed will be able to:

•  Adopt new technologies relatively  
quickly and exploit greater efficiencies  
in their operations;

•  Capitalise on similarities in industrial and 
market characteristics across emerging 
markets to achieve economies of scale;

•  Anticipate middle class preferences and 
concerns in emerging markets as a part of 
supply chain management.

    For more insights on emerging-market supply chains,  
     visit growthcrossings.economist.com

 

http://growthcrossings.economist.com


26 © The Economist Intelligence Unit Limited 2015

 
 
Chain reactions  
How trade between emerging markets is reshaping global supply chains

aPPenDix: survey resuLts

1.  In which country is your company located?

2.  Which of the following best describes your title?

3.  What is your main function within your organisation?

Brazil

China

Dubai

India

Indonesia

South Africa

Thailand

Vietnam

0% 2% 4% 6% 8% 10% 12% 14%

Board member

CEO/President/Managing director

CFO/Treasurer/Comptroller

CMO

CIO/Technology director

Other C-level executive

SVP/VP/Director

Head of business unit

0% 5% 10% 15% 20% 25% 30% 35%

10% 20% 30% 40% 50% 60% 70%

Finance and accounting

Regional or country management

Corporate treasury

0%
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4.  What are your organisation’s total annual revenues in US dollars?

5.  How are your organisation’s revenues spread across the following markets?

6.  Please describe your primary business sector. 

Less than $50m

$50m to less than $150m

$150m to less than $500m

$500m to less than $1bn

$1bn to less than $5bn

$5bn to less than $10bn

More than $10bn

0% 5% 10% 15% 20% 25% 30% 35%

10% 20% 30% 40% 50% 60% 70%

Primarily operating as a manufacturing company

Primarily operating as a services company

0%

Revenues from clients located in developed 
(eg G7 or OECD) markets:

Revenues from clients 
located in emerging markets:

0% 20% 40%

Less than 25%              25% to 50%              50% to 75%              75% to 100%              N/A

60% 80% 100%
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7.  What is your company’s primary industry?

8. Please indicate your company’s top three regions for growth in international trade activity  
(exports + imports) in the past year and your expectations for the next three years. 

9.  Please indicate your company’s top three regions for growth in international trade activity  
(exports + imports) in the past year. 

5% 10% 15% 20% 25% 30% 35%

Aerospace/defence
Agriculture and agribusiness

Automotive
Chemicals
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Real estate
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Energy and natural resources
Entertainment, media and publishing

Financial services
Government/public sector

Healthcare, pharmaceuticals and biotechnology
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Travel and tourism

Transport
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10% 20% 30% 40% 50% 60% 70%
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Middle East and North Africa

Africa (excluding North Africa)

East Asia, including: China, Taiwan, South Korea

South Asia, including: India, Bangladesh, Sri Lanka
South-east Asia, including: Indonesia,

Malaysia, Philippines, Singapore, Thailand
Mekong Region, including: 

Vietnam, Cambodia, Laos, Myanmar
United States & Canada

Western Europe

Eastern Europe
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Eastern Europe
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10.  Thinking of the suppliers that your company uses, please indicate which of the following you source from the 
same country relative to your end customers. 

11.  Thinking of the suppliers that  your company uses, please indicate which of the following you source from the 
same region relative to your end customers.

12.  Thinking of the suppliers that your company uses, please indicate which of the following you source from other 
emerging markets relative to your end customers. 

20% 40% 60% 80% 100%

Research & development

Unprocessed materials and/or un�nished
goods or components

Finished goods or components

Labour

Customer support services
Support functions, including: HR processing,

Finance & accounting, Treasury

Information or data management

Distribution, including:
 Transport of goods and/or parts

Warehousing, including: Storage of goods and/or parts
 Warehouse management, Inventory management

Packaging, repackaging

0%
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Research & development
Unprocessed materials and/or un�nished

goods or components

Finished goods or components

Labour

Customer support services

Support functions, including: HR processing,
Finance & accounting, Treasury

Information or data management

Distribution, including:
 Transport of goods and/or parts

Warehousing, including: Storage of goods and/or parts
 Warehouse management, Inventory management

Packaging, repackaging

20% 40% 60% 80% 100%

Research & development
Unprocessed materials and/or un�nished

goods or components

Finished goods or components

Labour

Customer support services

Support functions, including: HR processing,
Finance & accounting, Treasury

Information or data management

Distribution, including:
 Transport of goods and/or parts

Warehousing, including: Storage of goods and/or parts
 Warehouse management, Inventory management

Packaging, repackaging

0%
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13. Thinking of the suppliers that your company uses, please indicate which of the following you source from other 
developed markets relative to your end customers. 

14.  Thinking of the suppliers that your company uses, please indicate which of the following you source from the 
same country relative to your end customers. 

15.  Thinking of the suppliers that your company uses, please indicate which of the following you source from the 
same region relative to your end customers.

20% 40% 60% 80% 100%0%

Research & development

Unprocessed materials and/or un�nished
goods or components

Finished goods or components

Labour

Customer support services

Support functions, including: HR processing,
Finance & accounting, Treasury

Information or data management

Distribution, including:
 Transport of goods and/or parts

Warehousing, including: Storage of goods and/or parts
 Warehouse management, Inventory management

Packaging, repackaging

20% 40% 60% 80% 100%0%

Research & development

Testing, Inspection & Certi�cation (TIC)

Support functions, including: HR, Finance & 
accounting, Treasury

Information or data management

Ful�lment and customer care, including: Marketing,
Order processing, Claims & return management,

Customer relationship management (CRM)
Warehousing, including: Storage of goods 

and/or parts,Warehouse management,
Inventory management

Distribution, including: Delivery 
planning & scheduling, Reverse logistics

Supply-chain planning, including: Supply 
network design, Demand & inventory planning

Packaging, repackaging

20% 40% 60% 80% 100%0%

Research & development

Testing, Inspection & Certi�cation (TIC)

Support functions, including: HR, Finance & 
accounting, Treasury

Information or data management

Ful�lment and customer care, including: Marketing,
Order processing, Claims & return management,

Customer relationship management (CRM)
Warehousing, including: Storage of goods 

and/or parts,Warehouse management,
Inventory management

Distribution, including: Delivery 
planning & scheduling, Reverse logistics

Supply-chain planning, including: Supply 
network design, Demand & inventory planning

Packaging, repackaging
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16.  Thinking of the suppliers that your company uses, please indicate which of the following you source from other 
emerging markets relative to your end customers.

17.  Thinking of the suppliers that your company uses, please indicate which of the following you source from other 
developed markets relative to your end customers.

18.  How significantly do the functions below contribute to your supply chain? Respondents primarily operating as 
a manufacturing company

20% 40% 60% 80% 100%0%

Research & development

Testing, Inspection & Certi�cation (TIC)

Support functions, including: HR, Finance & 
accounting, Treasury

Information or data management

Ful�lment and customer care, including: Marketing,
Order processing, Claims & return management,

Customer relationship management (CRM)
Warehousing, including: Storage of goods 

and/or parts,Warehouse management,
Inventory management

Distribution, including: Delivery 
planning & scheduling, Reverse logistics

Supply-chain planning, including: Supply 
network design, Demand & inventory planning

Packaging, repackaging

20% 40% 60% 80% 100%

Research & development

Product development 

Sourcing/procurement, including: Raw materials,
Intermediate goods and parts

Manufacturing, including: Early and late stage

Assembly, including: Early and late stage, Packaging

Distribution, including: Warehousing, Logistics

Customer service support

Support operations, including:
HR, Finance & accounting, Treasury

0%

All of the supply chain  A large part of the supply chain                A small part of the supply chain        None of the supply chain

20% 40% 60% 80% 100%0%

Research & development

Testing, Inspection & Certi�cation (TIC)

Support functions, including: HR, Finance & 
accounting, Treasury

Information or data management

Ful�lment and customer care, including: Marketing,
Order processing, Claims & return management,

Customer relationship management (CRM)
Warehousing, including: Storage of goods 

and/or parts,Warehouse management,
Inventory management

Distribution, including: Delivery 
planning & scheduling, Reverse logistics

Supply-chain planning, including: Supply 
network design, Demand & inventory planning

Packaging, repackaging
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19.  How significantly do the functions below contribute to your supply chain? Respondents primarily operating as 
a services company

20. Thinking of the risks to your company’s supply chains now and in the future, please rank the factors below in 
terms of their significance to your business.

21.  Thinking of the risks to your company’s supply chains now and in the future, please rank the factors below in 
terms of their significance to your business.

20% 40% 60% 80% 100%

Research & development

Product development

Information or data management

Testing, Inspection & Certi�cation (TIC)

Packaging, repackaging

Distribution, including: Warehousing, Logistics

Customer service support

Support operations, including:
HR, Finance & accounting, Treasury

0%

All of the supply chain  A large part of the supply chain                A small part of the supply chain        None of the supply chain

20% 40% 60% 80% 100%

Relationship risk, including: Supplier 
overdependence, High competition for suppliers

Supplier performance risk, including: Lack of
capacity, Lack of responsiveness, Inconsistent quality

Labour/health & safety risk, including: Labour strikes,
Availability of skilled labour, Work-related accidents

Political/country risk

Economic risk, including:
Fiscal & monetary policy, capital controls

Natural disaster risk

Regulatory risk

Supplier �nancial risk, including: Cash �ow challenges,
Lack of access to credit, Insolvency of suppliers

Intellectual property risk, including:
Theft, lack of regulation

Market risk, including: Shifting customer base,
 Low visibility on demand, seasonality

0%

Very important 1                2       3             4           No importance at all 5

20% 40% 60% 80% 100%

Labour/health & safety risk, including: Labour strikes
Availability of skilled labour, Work-related accidents

Political/country risk

Economic risk, including: Fiscal &
monetary policy, capital controls

Natural disaster risk

Regulatory risk

Supplier �nancial risk, including: Cash �ow challenges
Lack of access to credit, Insolvency of suppliers

Intellectual property risk, including:
Theft, lack of regulation

Market risk, including: Shifting customer base,
Low visibility on demand, seasonality

0%

Very important 1                2       3             4           No importance at all 5
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22. In the next three years, does your company plan to expand its supply chain(s) in emerging markets by either 
increasing the number of suppliers or expanding the amount of work and functions they perform or both?

23. You have indicated that you expect your company to increase the number of suppliers and/or the amount of 
work and number of functions they perform in emerging markets over the next three years.  

24. In what areas of your company&rsquo;s supply chain(s) in emerging markets do you expect to see the most 
growth over the next three years?

20% 40% 60% 80% 100%

Yes

No

0%

10% 20% 30% 40% 50% 60% 70%

Research & development

Product development

Sourcing/procurement, including: - Raw materials
- Intermediate goods and parts

Manufacturing, including: 
- Early and late stage

Assembly, including: 
- Early and late stage  - Packaging

Product distribution, including: 
- Warehousing - Logistics

Customer service, including: - Customer relationship
management (CRM) - Aftercare/repair

Support operations, including: - HR - Finance 
& accounting - IT/data management & analysis

0%

10% 20% 30% 40% 50% 60% 70%

To reduce costs

To bring my supply chain(s) closer to customers

To capitalise on natural resources

To develop products tailored for emerging-market consumers

To increase operational ef�ciency

To diversify my company’s supply chain(s)

To develop a base for future expansion

To improve quality of products and/or services

To remain competitive in my industry

To take advantage of improving supplier/vendor capabilities

0%
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25. Earlier, you indicated that you did not expect your company to expand its supply chain(s) in emerging markets 
over the next three years.

26.  How much do you expect production costs in your supply chain(s) to change over the next three and five years? 

27.  How much capital expenditure (capex) do you expect your company to invest in its supply chains in the next 
three years?

10% 20% 30% 40% 50% 60% 70%

Planning to expand supply chain(s) in developed markets

Current supply chain capacity is just right

Too much capacity in current supply chain

Will develop capacity internally

Concerns about quality control

Costs too high

Lack of �nancing options

Brand and/or reputational concerns

Regulatory hurdles

Other, please explain

0%

20% 40% 60% 80% 100%

Three (3) years from now

Five (5) years from now

0%

Costs will decline by more than 10%                Costs will decline by 5-10%            Costs will decline by as much as 5%
Costs will be around the same as now             Costs will rise by up to 5%              Costs will rise by 5-10%              Costs will rise by more than 10%

10% 20% 30% 40% 50% 60% 70%

Less than US$5 million

US$5-10 million

US$10-20 million

US$20-30 million

US$30-40 million

More than US$40 million

Do not expect to invest in supply chains

0%
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28.  Does your company currently have supplier financing arrangements in place?

29.  In the previous question, you answered that your company does have supplier financing arrangements. How 
significant are the following challenges to those arrangements?

30.  In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (Brazil respondents)

Yes

No

0% 20% 40% 60% 80% 100%

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Brazilian Real (BRL)

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Brazilian Real (BRL)

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all

20% 40% 60% 80% 100%

On-boarding suppliers

Overcoming legal and jurisdictional issues

Getting internal support/co-operating with other departments

Limited capacity of banks to extend credit

IT capabilities/complexity

Currency volatility

Lack of visibility on demand

Supplier production delays

Inconsistent pricing from the supplier

0%

Very signi�cant 1               2              3             4            No signi�cance at all 5
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31. In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (Dubai respondents)

32. In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (South Africa respondents)

33. In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (China respondents)

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

UAE Dirham (AED)

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

UAE Dirham (AED)

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

South African Rand (SAR)

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

South African Rand (SAR)

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Chinese Yuan (CNY)

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Chinese Yuan (CNY)

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all
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34. In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (India respondents)

35.  In the next three years, what percentage of your company’s invoices and payments to your customers who are in 
other emerging markets will be denominated in the following currencies? (South-east  Asia respondents)

36.  In the next three years, what factors will have the biggest impact on your company’s supply chain(s)?

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Indian rupee (INR)

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

Indian rupee (INR)

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all

20% 40% 60% 80% 100%

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

South-east Asian currencies

Other, please specify

US Dollar (USD)

Euro (EUR)

Offshore Yuan (CNH)

South-east Asian currencies

Other, please specify

0%

Over 75%               50-75%               25-50%               0-25%               Not at all

• Quality price, cost control, transportation mode, payment method, purchase price 

• Materials, labour 

• Shortage of personnel 

• Labour cost 

• Service quality, after-sales service, product sales output 

• Exchange rate, commodity price, procurement cost, labour cost, logistics cost etc

• Configuring the distribution network 

• Economic crisis, materials 

• Raw materials and marketing 

• Major impact on the profitability of our company to develop a market economy

• I can’t think of anything. Everything should be better 

• Emergence of china as a new global buyer and supplier 

• Product quality 

• Change in government regulation

• Transport costs, fuel and material costs 

• Raw materials, manpower 

• Market, labour and natural resources

• Economic crisis, materials 

•  Growing market with the product and maintain the quality plus receiving 
revenue on time

•  We will be building capacity internally and buying IT systems to help manage our 
network of suppliers. The challenge is to diversify and seek new suppliers that 
have the same values as us

• I don’t know and I can’t tell you

• Cheap and reliable workers 

• HR costs and new technology are large key factors

•  Slowing global markets, we will need to develop new markets at lower costs with 
high operational efficiency and scale up speedily

• Increasing needs of consumers
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