Traffic World – September 28, 2007 


Toys in Reverse; 
For shippers, recent recalls emphasize need for detailed manufacturing supply chain visibility

Experts say a summer full of alerts and recalls about faulty products made in China for export to the West should reinforce the need for shippers' due diligence and visibility throughout manufacturers' supply chains.

"What happened in recent months with respect to China-made products can really happen anywhere," said Despina Keegan, senior trade advisor at JPMorgan Global Trade Services. "We can't rule out any particular link in this chain. We can all come forward and benefit by trying to figure out what our role will be."

Mattel added an extraordinary coda to the recent recall when the toymaker publicly apologized to China, taking blame for product designs that resulted in the recall of 21 million toys. The incident highlights both the interconnectedness and vulnerability of ever-more complex and lengthening global supply chains, and points not just to the benefits of but also the need for product visibility and control from source to consumer, experts said.

The United States is not immune to these problems. The Food and Drug Administration in March extended a recall of salmonella-tainted peanut butter made by ConAgra Foods to include all products shipped since October 2004. "We caused a lot of agony elsewhere outside the United States," said Stephanie Miles, senior vice president of commercial services at Management Dynamics.
The first step in responding to a product recall is correctly identifying which products are involved and which are not. "In many cases, companies don't have access to actual item-level information about what is being shipped," said Darren Ward, senior director of sales consulting for the retail and consumer industries sector at i2 Technologies.

Mattel was "announcing recalls based on the data available," Ward said. "I think it's quite possible (Mattel) recalled a lot of Barbie dolls that didn't have any lead paint on them." Indeed, CEO Robert A. Eckert later admitted Mattel called back more toys than were justified. Better visibility could have spared Mattel not just the embarrassment but the cost of bringing back millions of incorrectly identified products.

Visibility can also help pinpoint the source of the problem. Tainted products must be traced not only to the consumer but to their particular manufacturer or supplier. Shippers must map their materials to raw components, suppliers and manufacturing processes involved in assembly, as well as through distribution channels and service providers. That's a lot of information, Ward said: "It becomes a data warehousing and reporting issue very quickly."

Experts said shippers should also have contingency plans to switch sources and modify transport networks because manufacturers won't have time to negotiate new rates and terms, Ward said.

Tim Konrad, president of reverse logistics at Genco, said product recalls are only about 20 percent of the service provider's business. Companies are always sending back merchandise that is surplus, out of date, damaged in transit, redirected to other markets or simply unwanted by the purchaser.

Much of the expense of recalling a product is tied to infrastructure - having the warehousing space, transportation and IT resources available to respond quickly.

Setting up call centers and Web pages to inform customers and maintaining transportation logistics to remove products from use is a job many companies rely on third-party providers such as Genco to do. "As long as the infrastructure is in place to deal with it," Konrad said, "it's really just a matter of adding some additional labor or, if the volume is high enough, a second or an additional shift."

Although sourcing and reverse logistics are the main concerns when reacting to a product recall, transportation and warehousing have a proactive role especially for products susceptible to environmental change. Food, medicine and chemicals often require temperature-sensitive storage and transport, Keegan said. Proper handling can prevent incidents that turn a profitable shipment into recalled waste.

Miles said compliance with industry standards and government regulations is sometimes overlooked as a way to avoid recall incidents.

Management Dynamics helped one exporter of genetically-modified foodstuffs bring back product that had been inadvertently shipped to countries that reject genetically altered products, she said. Sometimes just watching the production or transportation process can enhance its safety. "Once someone feels that they're being monitored, it kind of forces that accountability," Miles said.

