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As the global high-tech industry continues to redefine itself, 2013 is proving to be an interesting 
year as companies look to seize new opportunities and confront old challenges. The fourth edition 
in a series of UPS Change in the (Supply) Chain Surveys finds these companies looking at sourcing 
networks, reassessing the role of service, better leveraging product life cycles, and looking for ways 
to expand into new markets more efficiently. Specifically:

•	Nearshoring is growing in popularity as high-tech companies look to raise their game on 
customer service while remaining mindful of product quality and intellectual property (IP) 
protection. In 2010, we observed that active consideration for nearshoring was below 10%. 
That figure has climbed to 27% in 2013. 

•	High-tech manufacturers are increasingly embracing customer centricity as the key strategy to 
grow their businesses. This year’s research shows the trend of focusing on customer centricity 
growing from 37% two years ago to 39% today to 44% two years from now. 

•	High-tech companies are managing the innovation end of the product life cycle well but 
execute less well; as new product launches become more important, the need for flawless 
execution grows, with both time to market and time to volume being critical. While nearly 60% 
cited market leadership in managing innovation, less than half globally indicated they are market 
leaders in postsales support, product launches, reverse logistics, and other key stages of the 
product life cycle.

•	High-tech companies have moved, or are moving, aggressively into emerging markets, 
recognizing the demand of demographic shifts, but establishing initial operations in new 
markets remains a key challenge. Two-thirds of high-tech companies surveyed are in emerging 
markets or establishing a presence, and nearly 30% indicated that a key lesson in entering new 
markets is understanding how best to establish initial operations.

The implications of these opportunities are broad, including, but not limited to, regular reassessment 
of sourcing networks, both in the context of cost and service; the role of service performance in 
driving sales and margin growth; managing both the innovation and the execution sides of the 
product life cycle for excellence; and leveraging partners for initial new-market capabilities

 IDC Manufacturing Insights Opinion

In this White Paper

In this white paper, IDC Manufacturing Insights looks at the state of the high-tech 
manufacturing industry, focusing on four key trends in the marketplace. To get as current a 
view as possible, we recently conducted a survey of 337 global high-tech companies focusing 
on areas of both opportunity and challenge. In addition, we conducted two in-depth focus 
groups with U.S. high-tech executives to gain a deeper understanding of some of the complex 
issues facing the industry.
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Demographics

The survey that underpins this white paper was conducted in July and 
August 2013 and is made up of responses from 337 senior high-tech supply 
chain professionals:

•	Respondents to the survey identified themselves as working in the 
supply chain (34%), manufacturing operations (23%), or logistics and 
distribution (43%).

•	All of the respondents either are decision makers or have visibility into the 
supply chain initiatives of their company.

The survey also cuts across multiple sub-segments in the high-tech industry 
as well across company size. The sub-segments are summarized in Figure 1.

In terms of company size, 47% of the companies responding to the survey 
were in excess of $1 billion in annual revenue, an additional 22% had revenue 
of >$250 million–1 billion, and 31% had revenue of $5–250 million.

The 2013 UPS Change in the (Supply) Chain Survey was also conducted across 
the four major regions: North America, Europe, Asia/Pacific (APAC), and Latin 
America (LATAM). Fully 75% of the respondent companies have global reach, 
operating in all three regions, and 85% regularly move goods within and 
across these regions.

The breadth of respondents across functional role, industry sub-segment, 
company size, and operating region provides a balanced perspective of both 
challenges and opportunities relating to the four key topics covered in this 
white paper. It also gives us the opportunity to understand divergent views 
across multiple dimensions where notable.

Methodology

IDC conducted telephone surveys with supply chain stakeholders at 337 
global high-tech firms. Surveys were conducted in July and August 2013 
and were made up of 25 close-ended questions. To be considered qualified 
respondents for the survey, individuals had to have responsibility for either 
manufacturing operations, or logistics, or supply chain, and they had to 
have visibility into the key business and supply chain initiatives at their 
company. The minimum threshold for company size was annual revenue 
of at least $5 million.

The focus groups were conducted in the same time frame, with 
qualified United States–based senior high-tech executives responding 
to a similar set of open-ended questions on key industry trends and 
related business challenges.
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 Background

High tech has all the challenges that other industries have, but in many respects, these challenges 
are greater in magnitude in the high-tech industry. High tech is a fragmented industry, with diverse 
sub-segments and high levels of customer churn. The supply chain, and by extension the inventory, 
is fragile, dynamic, and particularly susceptible to obsolescence given very short product life cycles. 
The products themselves are more complex and the margins are thinner.

At IDC Manufacturing Insights, we view the high-tech industry through the lens of what we call 
technology-oriented value chains, where the cadence of the business is driven by the rapid 
generational cycles of key technological innovations. Sub-segments of high tech are listed in Table 1.

Table 1 – High-Tech Industry Sub-segments and Characteristics

Sub-segment Characteristics

Semiconductors, electronic components 
and accessories, industrial electronics,  
and photonics

Shares attributes with asset-oriented value 
chains where manufacturing cadence is 
driven by heavy investment in property, 
plant, and equipment, namely foundries

Consumer electronics Shares attributes with brand-oriented value 
chains where manufacturing cadence is 
driven by consumer demand and “fashion” 
over “form”

Computing and office equipment, 
communications equipment, and  
defense electronics

Shares attributes with engineering-oriented 
value chains where manufacturing cadence 
is driven by the engineering complexity of 
the product

Source: IDC Manufacturing Insights, 2013 

While the fundamental nature of high tech is affected most by the rapid life cycles of technology, 
the disparate sub-segments also look a bit like asset-oriented value chains (semiconductor), brand-
oriented value chains (consumer electronics), and engineering-oriented value chains (computing 
and telecom equipment). This “schizophrenic” character of high tech drives a lot of the complexity, 
particularly for companies that span multiple sub-segments.

Upstream, high-tech companies also manage a high level of supply chain complexity, with supply 
and contract manufacturing frequently being full partners in the business, including the design and 
manufacture of new products.

Downstream, high-tech companies must effectively manage complex sales channels — distributors, 
resellers, partners, and direct to consumer — by finding ways to drive value-added sales activities; 
bringing products to market in a timely, effective way (flawless innovation delivery); and managing/
prioritizing customer churn — both retaining the right customers and identifying/prioritizing 
profitable accounts.

Question: What are the characteristics of high-tech’s sub-segments?
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High-Tech as Early Adopter
Based on the complexity for high tech, both upstream and downstream, we see companies in this industry as 
early adopters of new business processes and technology. In the context of the manufacturing industry, and 
the asset-, brand-, engineering-, and technology-oriented value chain sub-segments alluded to previously, the 
dynamics of supply and demand volatility do incent high-tech companies to innovate along both axes more 
quickly than in most of the other sub-segments. Figure 2 illustrates this notion.

The “necessity” of being an early adopter makes the high-tech industry a useful measure of where the rest of the 
manufacturing industry will go subsequently.

Source: IDC Manufacturing Insights, 2013
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 Nearshoring — Fact or Fiction
As far back as 2008, IDC Manufacturing Insights has been talking about the notion of nearsourcing 
and of returning manufacturing to countries and regions that had become less attractive — 
principally because of cost or available infrastructure — as a way to better balance total landed cost 
and mitigate long lead times.

Background

The reality is that global commerce is acting as the “great leveler” when it comes to manufacturing 
costs and the labor rates that underpin that cost. Certainly, countries like China have a labor rate that 
is lower than that of the United States, for example, and will continue to for some time, but when 
one factors manufacturing productivity and distribution costs into the mix, the question of “Why 
not China?” turns to “Why China?”

Five years ago, IDC Manufacturing Insights made the observation that “the current myopic pursuit 
of ‘low cost’ country sourcing” as a primary cost-mitigation strategy is coming to an end. Not only 
do most consumer demand projections show a significant amount of the global growth coming 
from current low-cost regions (thus moving from low-cost countries to emerging markets with 
consequentially increased expectations for a “globally fair” wage), but expectations for a better 
balancing of cost and service have forced many companies to take a more strategic “customer 
service” view in their global network design and sourcing processes. We called for a more balanced 
approach referred to as profitable proximity sourcing, as illustrated in Figure 3. A profitable proximity 
strategy will properly balance cost-optimized sourcing, lead time–optimized sourcing, and demand/
supply balanced sourcing to provide a globally distributed supply network that best meets the 
business objectives for cost and service.

Yet the reality back then was that while companies might have nodded in agreement, nobody was 
actually doing much. In fact, when we conducted surveys asking about nearshoring, the percentage 
of companies that were actively considering it was very low (below 10%). Fast forward to 2013, and 
things are starting to change, particularly in high tech where interest has almost tripled.

Pro�table Proximity Sourcing

Cost-optimized
sourcing

Lead time-
optimized sourcing

Demand/supply
balanced sourcing

Supplier viability

Sustainability
(green)

Expertise/
talent

Network planning/
optimization

Quality
(product integrity)

Performance metrics — perfect order
cost, quality, and time to recovery

Design/PLM
collaboration

Risk management

Inventory
optimization

Portfolio
dierentiation

Source: IDC Manufacturing Insights, 2013

Figure 3
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 Reasons to Nearshore
For those high-tech companies that said that they are considering nearshoring production capabilities, 
the primary driver is consistent across regions, with all companies saying that it is about improving service 
levels by bringing production closer to demand. Improving service levels was selected by more than 20 
percentage points over the next most important driver. That second driver, true for all regions except APAC, 
is to improve control over quality and intellectual property. For APAC, beyond the desire to improve service 
levels, there were no meaningful differences between the other responses. Overall and regional responses 
are summarized in Table 2.

In the United States–based focus groups we ran in support of the main survey, there were a number of reasons 
for nearshoring for those manufacturers that were looking at the option. For one manufacturer, it was about 
diversification of supply, while another said, “We’re bringing production from Asia to our Mexico facility, and vice 
versa, for resiliency.”

Table 2 – Reasons for Considering Nearshoring by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

Improving service levels by bringing production 
closer to demand

76.9% 81.3% 73.9% 76.0% 77.8%

Improving control over quality and  
intellectual property

54.9% 68.8% 60.9% 28.0% 66.7%

Diversification of manufacturing due to natural and 
socioeconomic risks

42.9% 50.0% 52.2% 28.0% 44.4%

The cost benefit of outsourcing to China or low-cost 
manufacturing countries is no longer compelling

37.4% 37.5% 47.8% 32.0% 33.3%

Skills or technology limitation 35.2% 25.0% 43.5% 20.0% 48.1%

Other (please specify) 6.6% 6.3% 13.0% 4.0% 3.7%

 n=91 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013 

Results and Implications from the Survey

Nearshoring is growing in popularity as high-tech companies look to raise their game on customer service while remaining 

mindful of product quality and intellectual property protection. Yet the survey clearly shows that only a minority, 27%, of 

companies, are considering nearshoring, with the majority satisfied with their current supply networks. While 27% certainly is 

a higher percentage than we have seen in the past, suggesting that there is some movement on the part of high-tech companies 

to rethink their global supply networks, the appeal of current low-cost manufacturing countries like China remains compelling. 

Regionally, Latin America is far more likely to be considering nearshoring (43.5%), while North American companies are far 

less likely (19.0%). In terms of sub-industries, those most likely to be considering nearshoring are industrial electronics (33.8%), 

computers and office equipment (31.0%), and consumer electronics (28.2%) companies. Those least likely to be considering 

nearshoring are communications equipment, semiconductor, and electronic components companies.

Question: What are the key drivers for planning “nearshoring” or “reshoring” — moving  
manufacturing/assembly closer to demand?

6

UPS Change in the (Supply) Chain: IDC Manufacturing Insights  |  WHITE PAPER  |  Sponsored by UPS  |  November 2013



 Reasons to Not Nearshore
For those high-tech companies that said they are not considering nearshoring, the drivers are also generally 
consistent across regions, though we do see a clustering of top responses rather than the clear priority from those 
companies planning to reshore. As summarized in Table 3, overall, the view that the cost benefits of outsourcing 
to China remain compelling was the top response, with the location of key suppliers and appropriateness of the 
current global footprint also contributing to companies’ decisions to not consider nearshoring.

North America is the region least likely to consider near-shoring with the location of key suppliers being the top 
reason. Interestingly, for all regions other than APAC, the cost benefit of outsourcing to China or other low cost 
manufacturing countries is not the top response, suggesting that as wages rise, the reasons to stay have more 
to do with infrastructure suppliers, and the growth in global demand.

In the focus group sessions, location of supply was a strong motivation to stay with current supply networks, 
notably that “from our point of view, it is the Asian suppliers; we want to be as close as possible to them so that 
whenever they come out with something new, we want to be able to integrate it quickly into our products.”

Although those companies that said they are not nearshoring do show less inclination to move production, it 
does not mean that their supply networks are static — the companies just aren’t moving supply closer to existing 
demand necessarily. However, they may still move supply as costs, infrastructure, and supplier changes dictate.

Table 3 – Reasons for Not Considering Nearshoring by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

The cost benefit of outsourcing to China or low-cost 
manufacturing countries remains compelling

50.4% 48.5% 49.2% 55.4% 42.9%

Location of key suppliers 46.3% 55.9% 60.0% 32.1% 34.3%

Current sourcing footprint best supports expected 
global demand demographics

44.7% 47.1% 52.3% 30.8% 57.1%

Fixed infrastructure is not moveable 39.8% 48.5% 44.6% 26.9% 42.9%

China or low-cost manufacturing countries are our 
default manufacturing location

33.3% 27.9% 40.2% 32.1% 22.9%

China’s or low-cost manufacturing countries’ growing 
consumer market

32.5% 36.8% 43.1% 16.7% 40.0%

Other (please specify) 8.1% 10.2% 9.2% 1.3% 5.7%

 n=248 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Question: What are the key reasons or barriers for not planning “nearshoring” or “reshoring”?
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Implications

Rethinking and redesigning a high-tech supply network are not actions done overnight, and they are 
not for the fainthearted, but they are actions that all companies must do periodically — particularly 
in the current fast-changing high-tech business environment. Though we discuss the notion 
of being more customer centric in the Supply Chain Focus — Customer Centricity section, quite 
clearly, for the companies reflected in this survey, the desire to be more resilient and responsive 
to customer needs is the primary reason to consider these network changes. Yet for the majority 
of the respondent companies, the necessity for improving service is not enough to prompt them 
to consider nearshoring — either because the current network does support expected demand 
growth or because network issues like supplier location or infrastructure get in the way.

Where there is a business reason to consider nearshoring, it is predominantly about improving 
service levels. North America lags behind other regions in terms of nearshoring, but if you take 
those responses out of the total, almost 30% of international companies are considering it — a big 
jump over prior surveys. From the focus groups, while there was confirmation that cost drives the 
sourcing decisions, there was also the view that “China is not as cost beneficial as people thought, 
or still think, and there are better places and better ways to manufacture, and it’s taking people a 
long time to figure it out.”

Company size was interesting here because small companies actually signaled the greatest interest 
in nearshoring (at 34.5%), with large enterprises next (32%) and medium-sized enterprises least 
likely (19%). This may reflect the reality of being “stuck in the middle” with neither the economies of 
scale of the large companies nor the agility of the small companies and chasing increasingly small 
margin differences with limited supply flexibility.

Actions to Consider
While nearshoring may not be a new concept, it is certainly something that has returned to strategic discussions 
for many high-tech companies. And while more companies are satisfied with the global footprint of their supply 
network than not, those businesses looking at nearshoring as an approach to improve their underlying service 
capabilities are growing in number. At IDC Manufacturing Insights, when we have discussions with high-tech 
companies about their supply networks, we advise thinking in terms of both the short term and the long term.

In the short term, be clear about how demand demographic shifts are affecting the supply network and how 
supply network changes made now can affect performance, both today and in the future:

•	Network design is no longer a “set it and forget it” exercise — think of it as a dynamic part of your supply 
chain and reconsider tradeoffs and opportunities at least semiannually.

•	Most businesses have many suppliers, and contracts are expiring and being renewed or replaced regularly, 
so the time to start thinking more broadly about the supply network is now.

•	Lead-time and supply disruptions are more common than ever, so consider both current and future supply 
relationships and infrastructure commitments through the lens of supply chain risk and resiliency — and 
position yourself for global supply flexibility, because you may need it.

In the longer term, look at supply network decisions through the lens of total cost — including logistics and long 
lead-time costs; optimizing labor no longer necessarily means optimizing total cost:

•	Balance supply networks across the base business (existing markets, principally developed economies) and 
with demand growth in mind (principally emerging economies).

•	Embed a “total landed cost” capability to ensure that sourcing, production, and supplier decisions are made 
with full information and complete transparency.

•	Look at the supply network, whether it is a low-cost supplier or a high-service provider, through the lens of 
your key business strategy.
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 Supply Chain Focus — Customer Centricity
There is little question that prior to 2008, high-tech supply chains had shifted emphasis to a cost-centric 
approach, but on the heels of the global recession, IDC Manufacturing Insights has begun to detect a move back 
to a more balanced approach. It would be naive to think that cost doesn’t still play a critical role, particularly in 
supply network design and outsourcing, but it is also apparent that for many high-tech firms, customer service 
and customer centricity are once again equally important focus areas.

Background

In Worldwide Manufacturing Supply Chain 2013 Top 10 Predictions (IDC Manufacturing Insights #MI238804, 
December 2012), we talked about manufacturers taking a customer- or service-centric approach to their 
business and actually making it a strategic priority. Specifically, we talked about customer service–centric 
supply chains, with service as a “first principle” (versus quality or cost) and a clear linkage to the priorities of 
both the supply chain and product life-cycle management (PLM). We suggested that service excellence should 
be recognized as way to differentiate products, bolster customer satisfaction and loyalty, support quality, and 
improve revenue and profits. This final point is a particularly important one that we explore in the responses to 
the 2013 UPS Change in the (Supply) Chain Survey.

Innovative manufacturing supply chains are also taking a holistic life-cycle view of service, with globally 
interconnected systems and processes linking product life-cycle management, enterprise resource planning 
(ERP), customer relationship management (CRM), and supplier relationship management (SRM). Supply 
networks, and key supplier relationships, play a crucial role in this global view of customer centricity.

Clearly, high-tech manufacturers must manage service, cost, and product quality — and maintain a competitive 
balance in all three. We are not arguing that all three are not important — just that for every supply chain, there 
must be a “first principle” that both informs and dictates the business tradeoffs that will invariably need to be 
made daily, weekly, and monthly.

Results and Implications from the Survey

That customer service is recovering as a top priority came through loud and clear in the 2013 UPS Change in the (Supply) 
Chain Survey, even if the overall role of service as a “first principle” was mixed. Across the full breadth of responses, there 
is an unmistakable trend of increasing customer centricity as a focus, growing from 37% two years ago to 39% today 
to 44% two years from now. In fact, by 2015, customer centricity will have surpassed both quality and cost as the most 
popular “first principle.” It seems fair to say that high-tech manufacturers are increasingly embracing customer centricity 
as the key strategy to grow their businesses.

Yet not all regions hold this view. In fact, there is a split between emerging and developed regions. By 2015, both APAC 
and Latin America will have customer centricity as the most popular “first principle,” but for North America and Europe, 
product centricity will remain the most popular priority.
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Table 4 – Drivers of Customer Centricity by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

More intense global competition and the need to 
better differentiate ourselves

72.4% 86.5% 84.2% 55.8% 69.4%

We have found that better service performance can 
drive improved sales and profits

69.3% 91.9% 92.1% 38.5% 66.7%

Increased focus on customers 69.3% 97.3% 86.8% 36.5% 69.4%

The growing influence of the end consumer 52.8% 62.2% 63.2% 38.5% 52.8%

Other (please specify) 3.1% — — — 13.9%

 n=163 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Being, or Becoming, Customer Centric
For those high-tech companies that said that they are, or expect to be, customer centric, the drivers are varied. 
In Table 4, we note the responses overall and by region.

The primary drivers of customer centricity are complex and interrelated. Although the top response, at slightly 
over 72%, is about global competition and the need for better differentiation, just behind are the notions of an 
increasing focus on customers and the role that better service plays in driving incremental sales and profits. 
At IDC Manufacturing Insights, we heard repeatedly in 2009 and 2010 of the critical role that “retaining key 
customers” plays in high-tech companies’ ability to successfully weather the global recession. Clearly, that lesson 
has not been forgotten.

Regionally, for North America, the focus on the customer is the top driver; for Europe, it is the role service plays 
in driving sales and profits; for APAC, it is the need to better differentiate in the face of more intense competition; 
and for Latin America, it is both differentiation and an increased focus on the customer. But regardless of the 
titular top priority, these three factors were important across all regions.

Part of what is driving the need to be customer centric is the role that the consumer plays in a particular sub-
segment, with over half of the companies that are customer centric/aspire to be customer centric either looking 
to create a brand relationship with the consumer or having seen their traditionally B2B relationships evolving 
to include B2C. Unsurprisingly, the key role of the consumer is of most significance to consumer electronics 
manufacturers. One manufacturer from the U.S. focus groups summed it up by saying, “For us, the main reason 
is to differentiate between our competitors. Often, the products are equal in the marketplace if you go out there, 
but if you have the customer service piece, you have an advantage.”

Question: What are the key business drivers for your company to become, or expect to become,  
more customer service centric?
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Not Being Customer-Centric

The reasons for not being customer centric, at least in terms of it being the top priority, are clear. Some high-tech 
businesses differentiate themselves through the quality or appeal of their products, and that comes through 
in the data presented in Table 5. The role of product quality is particularly evident for European and North 
American manufacturers — not coincidentally companies in developed regions. All regions except APAC also 
suggested that their service levels were largely “good enough,” although in APAC, there is a clear opportunity for 
service improvements.

Table 5 – Drivers Against Customer Centricity by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

We differentiate ourselves in the marketplace 
through the quality of our products

75.9% 78.7% 84.0% 66.7% 73.1%

Our service performance is good enough 57.5% 74.5% 72.0% 27.5% 57.7%

We have found that better service performance does 
not drive improved sales and profits

26.4% 17.0% 42.0% 13.7% 38.5%

We are a low-cost producer primarily 25.9% 27.7% 32.0% 17.6% 26.9%

Other (please specify) 5.7% 14.9% 6.0% — —

 n=174 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

The role of the consumer is less significant — though not insignificant 
— for those companies that have not chosen customer centricity 
as their top priority. High-tech companies that have not prioritized 
customer centricity are more likely, for example, to leave the consumer 
relationship to their downstream trading partners. They are also less 
likely to be looking for a direct brand relationship. 

But those companies that either view their service performance to 
be good enough or prioritize product quality are equally likely to view 
those things as meeting their consumers’ needs and expectations. 

As one manufacturer said, “I think we are OK with where we are 
with servicing the customer, so we are not trying to service them in 
a different way — it is do what you say you are going to do. It is not 
that customer service isn’t important — just that we are not looking 
to change now.”

Question: What are the key reasons or barriers for your company not to become,  
or not expect to become, more customer service centric?
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Implications

As we look to the future of customer centricity in high tech, it is useful to understand what is driving manufacturing 
companies to move to becoming more service centric and, equally, to understand why others may not be. In 
some cases, the reason that supports moving toward customer centricity for one manufacturer may be a reason 
that opposes customer centricity for another. For example, 70% of respondent companies said that customer 
centricity drives improved sales and profit; 30% said that it did not. Interestingly, among those companies that 
felt customer centricity did not drive sales and profits were also those companies that overwhelmingly said they 
differentiate themselves through the quality of their products.

All subindustries except communications equipment and defense electronics felt that customer centricity 
would be most important by 2015. There are no material differences in the views of service by company size, 
other than the small enterprise high-tech manufacturers that have maintained a high level of customer centricity 
throughout the time periods cited. Although these small manufacturers indicated a dip in 2013, this may be a 
result of a greater short-term focus on product quality issues.

The final area to consider when thinking about customer centricity is how companies should proceed if they 
wish to make substantial improvements. When we asked this question in the 2013 UPS Change in the (Supply) 
Chain Survey, we got an insightful range of answers, but again we see a split between emerging and developing 
regions. While reducing lead times and improving planning were the most important for all regions except APAC, 
the role of fulfillment and postsales capabilities was much more important to emerging regions (see Table 6). 
One of the most interesting comments from the focus groups relating to the role of fulfillment was “We’re 
looking for partners that can actually pick up the ball and run with it and do not need a lot of hand-holding.”

Although these areas were not dramatically different between companies that prioritized customer centricity 
and those that did not, there were some subtle variations. Customer-centric companies are more likely to focus 
on building “slack” into their supply chains and to focus on supply chain execution elements (fulfillment and 
postsales support); non customer–centric companies are slightly more likely to be looking at risk and resiliency.

Table 6 – Activities to Drive Better Service by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

Reduce lead times 69.7% 81.0% 88.6% 43.7% 71.0%

Improve our planning capabilities 68.0% 83.3% 83.0% 39.8% 72.6%

Improve our fulfillment capabilities 61.7% 76.2% 67.0% 46.6% 59.7%

Improve post sales/returns capabilities 59.1 % 63.1% 59.1% 50.5% 67.7%

Becoming more knowledgeable about the level of 
risk and resiliency in our supply chain operations

54.6% 71.4% 70.5% 28.2% 53.2%

Build some “slack” into our supply chain 44.2% 39.3% 56.8% 35.9% 46.8%

Other (please specify) 2.4% 4.8% 2.3% — 3.2%

No changes planned 0.9% 1.2% — 1.0% 1.6%

 n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Question: What changes are you making, or will you have to make, to your supply chain to drive better 
customer service (i.e., become more customer centric)?
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Actions to Consider
Every high-tech company should be clear about what differentiates its business in the marketplace. 
Be it cost, quality, or service, there should be no ambiguity about how to make tradeoffs and 
balance business needs. Unfortunately, the “should” is not always the “is,” and many businesses have 
competing or conflicting priorities — particularly at the operational or execution level. It is important 
to translate strategic principles clearly into operating guidelines so that actions are consistent with 
strategy — from “posters to practice,” as one high-tech manufacturer often says.

In the short term, high-tech companies should consider the following:

•	Be clear about the role of service in your business — Is it a “nice-to-have” or a “must-have?”

•	How is your business perceived in the marketplace and by your customers?

•	Does service link directly to sales and profits?

•	If you have not done so already, go through the exercise of determining your “first principle” and 
communicate it widely … and consistently.

In the longer term, be clear about what customer centricity means for your business in terms of 
behaviors and business tradeoffs:

•	Embed a service culture across your business, with clear rules on operational priorities that 
preserve service performance.

•	Ensure employees are empowered to make business tradeoffs like order expediting and 
transportation mode switching as service obligations dictate.

•	Focus on those improvement activities that will drive your business to its strategic goals.

UPS Change in the (Supply) Chain: IDC Manufacturing Insights  |  WHITE PAPER  |  Sponsored by UPS  |  November 2013
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 High-Tech Product Life Cycle — Launch to End of Life
IDC Manufacturing Insights refers to high tech as the manufacturing industry technology-oriented value chain 
because the fundamental nature of the industry is most affected by the rapid life cycles of technology. It is 
incumbent on the companies that compete in this segment, therefore, to be proficient and to excel at managing 
the full life cycle of their product offerings.

Background

The reality for the high-tech industry is that innovation must be constant and continuous because many 
product categories have short product life cycles. Take the smartphone category, for example, where it is not 
unusual for a phone to have a window of premium profit opportunity for six months or less, after which it is 
in decline. This narrow window for premium profit opportunity means that high-tech companies must meet 
not only their time-to-market targets but also their time-to-volume commitments. A missed sale in high tech 
is not a delayed sale; it is a lost sale. In addition, the narrow premium profit opportunity means that high-tech 
companies must be ruthless at managing the other, less profitable phases of the product life cycle lest they 
dilute earnings. In Figure 4, we illustrate the six phases of the high-tech product life cycle and the effect each 
phase has on sales and profits. The cumulative profit a particular product will earn in its lifetime is the sum of 
profit in each of the six phases.

Product Life Cycle in High-Tech

Source: IDC Manufacturing Insights, 2013
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For example, a company that fails to efficiently manage the development and end-of-life phases may end up 
making a particular product cumulatively unprofitable. And the reality is that many high-tech companies focus 
on the front end of the life cycle, without realizing how dilutive end of life can be to total profits. In fact, at IDC 
Manufacturing Insights, we use the term product life-cycle economics to convey the critical notion of looking 
across the full breadth of the product life cycle to get a complete and holistic view.

Figure 4
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Table 7 – Level of Expertise in Various Phases of Product Life-Cycle Management  
by Region (% of Respondents that rated themselves “Market Leaders”)

Overall
North 

America Europe APAC LATAM

Product innovation 58.8% 78.6% 69.3% 36.9% 53.2%

Product launch — time to market 45.7% 64.3% 48.9% 33.0% 37.1%

Full production — time to volume 43.6% 59.5% 50.0% 36.9% 24.2%

Fulfillment and distribution 47.5% 58.3% 47.7% 41.7% 41.9%

Postsales support 46.6% 56.0% 46.6% 43.7% 38.7%

Reverse logistics 33.8% 34.5% 39.8% 35.0% 22.6%

End of life 39.8% 47.6% 44.3% 34.0% 32.3%

 n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

High-tech companies manage the innovation end of the product life cycle well but execute less well. Being a 
market leader in innovation can be undermined by poor execution — whether it is an inability to launch the 
product on time (time to market), difficulty in getting production ramped up to meet early life-cycle demand 
(time to volume), poor management of the fulfillment process, or failure to address postsales or reverse logistics 
issues. One comment from the focus groups was particularly telling: “We are good at innovation but really bad 
at launch; manufacturing is good, but fulfillment is really not a core competency.”

Unsurprisingly, the percentage of companies that rated themselves as market leaders is highest for product 
innovation, suggesting that these businesses focus first and foremost on the process of innovating. Things 
don’t look quite as good as we move further down the life cycle, and both postsales support and end of life are 
managed to the level of market leadership by only about a third of companies.

Question: How well does your company manage the various stages of the product life cycle?

Results and Implications from the Survey

Managing the full product life cycle is critical to the successful high-tech manufacturer, yet as alluded to previously, this 
is not always the case — particularly with those companies that view themselves as “product centric.” Consequently, we 
asked a number of questions in the 2013 UPS Change in the (Supply) Chain Survey to get a better understanding of how 
these companies view themselves in terms of managing the product life cycle, from innovation to end of life.

The various phases of the product life cycle that we asked about in the survey differ slightly from the phases outlined in 
Figure 4, as the latter reflects a broad manufacturing conceptual view rather than being specific to high tech. The self-
reported levels of expertise summarized in Table 7 are fascinating and offer insight into opportunities for improvement 
for high-tech companies.
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Regionally, we see some rather dramatic differences, with APAC companies performing less well on product 
innovation and Latin American companies struggling with reverse logistics. The perception of market leadership 
tracks with a high correlation to company size; in other words, bigger businesses tend to perceive themselves 
more frequently as market leaders. Communications equipment (68%) and consumer electronics (64%) are 
leading industries for innovation — but otherwise, all scores are below 50% for market leadership.

It should come as little surprise, therefore, that high-tech companies are looking for support across the 
breadth of the product life cycle, although the needs do vary by industry. In Table 8, we illustrate the areas of 
need by sub-industry.

Table 8 – Key External Partner Needs by Sub-industry (% of Respondents)

Overall

Computers 
and Office 

Equipment
Consumer 

Electronics

Commu-
nications 

Equipment

Electronic 
Components 

and 
Accessories

Semi- 
conductors

Industrial 
Electronics

Ideation and innovation 63.5% 58.6% 66.7% 47.4% 59.3% 60.0% 77.5%

Manufacturing 66.5% 58.6% 69.2% 60.5% 67.9% 67.7% 69.0%

Fulfillment and distribution 63.8% 37.9% 79.5% 63.2% 60.5% 67.7% 66.2%

Postsales support 59.3% 51.7% 56.4% 55.3% 56.8% 61.5% 66.2%

Reverse logistics 47.8% 34.5% 51.3% 50.0% 45.7% 38.5% 59.2%

Other (please specify) 2.1% – 2.6% 2.6% 2.5% 1.5% 2.8%

n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

The key takeaway is that high-tech companies are looking for external partners across almost the full range of 
the product life cycle. Manufacturing is the highest overall but is followed closely by ideation and fulfillment. 
Some notable data points include fulfillment partners for 80% of consumer electronics manufacturers and 
ideation and innovation partners for 78% of industrial electronics manufacturers.

Time to Market/Time to Volume

The three areas of the product life cycle that garner the most attention 
from high-tech companies are product innovation, time to market, 
and time to volume. The importance of the innovation process is self-
evident, but it is not always clear where these businesses should focus 
next. Is it most important to hit your time-to-market goal, or is getting 
to full production, quickly, the most important thing? The reality is that, 
for high-tech companies, both must be done well:

•	Both time to market and time to volume are important  
for 52.5% of companies.

•	Time to market is most important for 17.8% of companies.

•	Time to volume is most important for 12.8% of companies.

Question: What are the key external partner areas needed for your company to successfully  
manage the full product life cycle?
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Table 9 – Global Product Launch Challenges Faced by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

Ensuring product security throughout  
the supply chain

25.5% 34.5% 22.7% 29.1% 11.3%

Collaborating with OEMs and/or value-added service 
providers during the product launch

24.0% 22.6% 26.1% 26.2% 19.4%

The local coordination needed to enable day-specific 
final delivery in various markets

19.0% 13.1% 17.0% 19.4% 29.0%

We don't do global launches 15.7% 15.5% 17.0% 7.8% 27.4%

Managing third-party logistics (3PLs) and other 
transportation providers

13.4% 6.0% 15.9% 17.5% 12.9%

Other (please specify) 2.4% 8.3% 1.1% – –

n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Both a flawless initial launch and then quickly getting to full production capability are also the top 
responses across all industries. It is when companies pick one or the other that things get interesting 
in that time to market is generally more important. For consumer electronics and semiconductor 
manufacturers, all things being equal, time to market is more important than time to volume. There 
was an equally mixed view within the U.S. focus group session, though one manufacturer made 
the observation that “time to market is more important because, if you don’t launch it flawlessly, it 
doesn’t really matter how fast you ramp it.”

Global Product Launches

As high-tech manufacturers have expanded into new markets, from demand and supply 
perspectives, the global footprint has had profound implications on the innovation process — 
specifically, the requirement for global product launches and the capability to do them well.

When we asked high-tech manufacturers about their ability to carry out a high-profile global product 
launch, and its importance to the overall product life cycle, the top response across all industry sub-
segments was that it is more important than ever by 48% of the respondents and just as important 
by a further 36%. The computer and office equipment and consumer electronics industries felt 
that it was increasingly important by an even greater margin. It is interesting though that, once 
again, we see a split between emerging and developed regions. For APAC and Latin America, the 
global launch is more important than in the past, whereas for North America and Europe, it is about 
the same as in the past, suggesting that we will see more global product launches from emerging 
region manufacturers in the future.

We also asked about the challenges inherent to global launches, with the results illustrated in Table 
9. Ensuring security throughout the supply chain is the top response overall, driven by a significantly 
higher score for North America than for any other geographic region. Latin America notes that 
coordinated day-specific delivery across various markets is a problem, linking back to the overall 
lower score for the region on fulfillment and distribution.

Question: Which of the following proves to be the most challenging for your company during global 
product launches?
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There were some variations by sub-industry here as well, with communications equipment and 
consumer electronics companies noting challenges around collaborating with OEMs and electronic 
components and semiconductor companies noting security challenges. Large enterprise companies 
felt security was more of a problem versus medium-sized enterprises that viewed working with 
OEMs as their top issue.

Last, we also asked about the management of the import/export process related to global product 
launches and, specifically, where companies were most likely to rely on the expertise of an external 
partner. As we saw in the 2012 UPS Change in the (Supply) Chain Survey, a minority of companies view 
themselves as best in class (30.3%), but a bigger group say they are good but need external help 
(46%). A further 21% are just average and really need external help. Other than APAC relying slightly 
more heavily on external partners, there were no material differences by region or by industry, 
but company size does tend to drive a differential view here, with smaller companies viewing 
themselves as less likely to be best in class and more likely to need help. As one manufacturer from 
the focus groups noted, “We have had some import issues in different countries but have been able 
to overcome the problem by having local people that we work with in those countries.”

Implications

The reality is that on average, high-tech companies manage innovation well and diminish in 
capabilities as they move down the product life cycle. When the entire cycle determines net 
lifetime profitability for a product, this can be and is a problem for some companies. In developed 
regions, often companies with broader and deeper global experience in innovation and execution 
do manage the entire product life cycle better, although even they can be deficient in postsales 
support, reverse logistics, and product retirement. Emerging markets need help from start to finish.

Those industry sub-segments with a greater focus on the consumer, as well as time to market, tend 
to manage the product life cycle more effectively, presumably because of even shorter in-market 
premium profit opportunities.

The bottom line is that supply chain execution is where the big opportunity lies for the high-tech 
industry, with particular emphasis on reverse logistics and product retirement where less than 40% 
of companies view their business as having market-leading capability.

Actions to Consider

The implications, and impetus, for high-tech manufacturing are clear from the survey results. If high-
tech manufacturers are going to fully embrace the notion of product life-cycle economics, then it is 
not enough to just be good at the front end of the life cycle — the life cycle must be managed as a 
single, cohesive process.

In the short term:

•	Understand where your company’s core strengths are in the broad life cycle and, more 
importantly, why some areas are weak.

•	Be clear on whether your ability to execute limits your ability to innovate and be successful in 
the marketplace; if it does, engage immediately with appropriate external partners.

•	When beginning the process of innovation, keep an eye on the full life-cycle view of products — 
including how to “get out”!

In the longer term:

•	Consider the criticality of the elements of the full product life cycle and how these elements 
impact the longer-term success of global, coordinated product launches.

•	Consider investing in a centralized PLM application.

•	Outsource to key partners to assist on the execution side if you conclude it is not  
a core competency.

18

UPS Change in the (Supply) Chain: IDC Manufacturing Insights  |  WHITE PAPER  |  Sponsored by UPS  |  November 2013



 Emerging Markets — From Opportunity to Execution
No summary of the high-tech market passes without a focus on sales and profit growth opportunities and 
the great extent to which these opportunities are linked to emerging market opportunities. Indeed, it is 
now quite clear that the “winners” in the high-tech marketplace will be those companies that successfully 
leverage emerging market growth with strong products and import/export excellence (both intermarket and 
intramarket capability).

Background

In both the 2010 and the 2012 United States–based UPS Change in the (Supply) Chain Surveys, we asked high-
tech manufacturers about their perspective on doubling U.S. exports, and the changing perceptions were 
dramatic. In 2010, only 40% of respondents felt that doubling exports from 2008 to 2013 was likely; by 2012, 
that number had jumped to 85%. When we asked a similar question again in 2013, 86% of United States–based 
respondents felt that export growth over the next two years was going to either match or exceed the levels that 
we are seeing this year. Bullish indeed!

At the same time, key emerging global markets are expected to grow significantly. Again, based on the 2012 
UPS Change in the (Supply) Chain Survey, we outline the growth in demand United States–based manufacturers 
anticipated for their products in three to five years (in a few selected markets) (see Table 10).

Table 10 – Emerging Market Demand Growth by Region, 2012 and 2015–2017 (%)

2012 2015–2017 Change

India 62.0% 84.0% 22.0%

Middle East and Africa 36.0% 58.0% 22.0%

South America (excluding Brazil) 58.0% 77.0% 19.0%

Brazil 58.0% 76.0% 18.0%

Eastern Europe 40.0% 55.0% 15.0%

n=125 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2012

Recognizing these trends is important, but high-tech companies are also moving to take advantage of them, 
either by significantly ramping up their import/export capabilities or by actually establishing a business presence 
in those key emerging markets. While leveraging the growth in emerging markets no longer “takes high-tech 
firms by surprise,” it is core to many company strategies; there are still businesses for which emerging markets 
represent the “to be” rather than the “as is” or that are struggling to best establish a required presence.

Question: Where do you fulfill/sell most of your products now and in the future?
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Table 11 – Expansion into Emerging Markets by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

We are already there 49.0% 54.8% 44.3% 56.3% 35.5%

Very aggressively, within the next year 16.9% 25.0% 17.0% 11.7% 14.5%

Moderately aggressively, within 2–3 years 20.2% 9.5% 26.1% 20.4% 25.8%

We are gradually expanding into new markets,  
within 3–5 years

6.2% 3.6% 5.7% 3.9% 14.5%

We are not expanding at all 7.7% 7.1% 6.8% 7.8% 9.7%

n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

From a sub-industry perspective, consumer electronics has the 
highest rate of existing emerging market penetration at 61%, 
followed by electronic components at 55.6% and communications 
equipment at 52.6%. Semiconductor manufacturers plan to be 
aggressive into these markets within the year. Computers and office 
equipment had the lowest penetration into emerging regions.

Question: How aggressively is your company moving into emerging markets?

Results and Implications from the Survey

Based on the 2013 survey, it is pretty clear that high-tech companies have aggressively moved, or are moving, into 
emerging markets, recognizing the demand demographic shifts. Yet for many of them, establishing initial operations in 
new markets remains a significant challenge.

Almost 66% of high-tech companies either are already in emerging markets or plan to be there within the year, with 
a further 20% a couple of years behind. The remaining companies, not laggards necessarily, are primarily smaller 
businesses that simply do not have the reach to be in emerging markets for the foreseeable future (see Table 11).
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Generally speaking, companies based in mature regions were more likely to say “we are already there” or “within 
the next year” compared with their emerging region counterparts that must focus on growing their businesses 
“at home.” North America is leading the charge, with 80% already in emerging markets or with plans to be there 
within the year. Also, companies that are more aggressively pursuing emerging markets are less likely to be 
thinking about nearshoring (see Table 12).

This supports research that IDC Manufacturing Insights has done that suggests that when companies have 
more aggressive expansion plans, they are more likely to put supply network redesign onto the “back burner” 
until business growth and market penetration success levels are more clear.

Table 12 – Expansion into New Markets and Nearshoring (% of Respondents)

Overall Nearshoring Not Nearshoring

We are already there 49.0% 37.4% 53.3%

Very aggressively, within the next year 16.9% 18.7% 16.3%

Moderately aggressively, within 2–3 years 20.2% 26.4% 17.9%

We are gradually expanding into new 
markets, within 3–5 years

6.2% 11.0% 4.5%

We are not expanding at all 7.7% 6.6% 8.1%

n=337 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Question: How aggressively is your company moving into emerging markets?
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Lessons Learned/Key Barriers

One of the more interesting conversations to have with high-tech manufacturers is about the “lessons learned” 
from expanding into new markets — what things did they do well and what things do they need to do a better 
job of next time. The reality — based on the responses to the survey questions — is that lessons learned and key 
barriers are varied and differ from industry to industry and from company to company (see Table 13).

Table 13 – Key Lessons Learned

% of Respondents

How to best establish initial operations in a new market 26.7%

Managing overall in-country presence 16.1%

Partnered with a logistics provider early on to assist with market entry 15.4%

Managing changing regulations 15.1%

Relied on trade management services (e.g., the U.S. Commercial Service) early 
on to assist with market entry

9.6%

Establishing effective postsales support 8.4%

Navigating tax issues 4.5%

Other (please specify) 4.2%

n=311 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Question: What is the one key lesson your company has learned from entering emerging markets? 

The top response overall, and for consumer electronics, 
electronic components, and semiconductor companies, was 
about how to best establish initial operations in a new market. 
The third response is directly related, so in actuality, over 40% of 
a company’s lessons revolved around new market entry and initial 
operations. The one notable outlier was for computers and office 
equipment manufacturers, which said that establishing effective 
postsales support was their most common lesson learned. In the 
U.S. focus groups, though, there was a lot of discussion about the 
challenges of regulatory issues, as summarized by the following 
statement: “Legal and regulatory issues are the ones that we 
keep running up against when we go into places we don’t know 
a lot about.” 
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From a key barriers perspective, no single variable was viewed by respondents as dominant. Understanding the 
appeal of products in new markets was the top noted barrier but, at 19%, hardly definitive, although notable at 
31% for computers and office equipment. The top barrier for North America was establishing initial operations; 
for Europe and APAC, it was understanding the appeal of products; and for Latin America, it was finding market 
partners — though again, none of these were significant (see Table 14).

Table 14 – Key Barriers

% of Respondents

Understanding the appeal of our products in new markets 19.0%

Execute new in-market strategy 16.9%

Current economic conditions 14.5%

Finding in-market partners 13.1%

Cultural challenges 11.6%

Establishing initial operations 11.0%

Navigating the regulatory environment 9.5%

n=311 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

Question: What are the key capability gaps/barriers for your company in expanding into emerging markets?
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The Greatest Need
As high-tech companies move into new markets, the single greatest need from key logistics partners is for a 
comprehensive “turnkey” solution for entering a new market that includes product warehousing, distribution/
transportation, and customs management (see Table 15).

Table 15 – Greatest Supply Chain Need by Region (% of Respondents)

Overall
North 

America Europe APAC LATAM

A comprehensive "turnkey" solution for entering 
a new market that includes product warehousing, 
distribution, and customs

42.1% 60.3% 36.6% 35.8% 35.7%

The ability to quickly and easily establish a presence 
in a new market

23.5% 17.9% 26.8% 20.0% 32.1%

Smarter in network fulfillment 18.0% 6.4% 15.9% 28.4% 19.6%

Improved postsales support 13.8% 7.7% 18.3% 15.8% 12.5%

Other 2.6% 7.7% 2.4% – –

n=311 Source: IDC Manufacturing Insights’ UPS Change in the (Supply) Chain Survey, 2013

In fact, a turnkey solution was the dominant response, exceeding the second response by almost 19 percentage 
points. For North American companies, the disparity was even greater, with over 60% of companies selecting a 
turnkey solution. Turnkey solution was the top response across all regions, even if in Latin America it just won out 
over quickly establishing a presence. There was no material difference by company size, although, somewhat 
paradoxically, the large enterprise manufacturers, with the greatest resources, actually selected a turnkey 
solution at a slightly higher rate than their smaller counterparts. For the focus groups, the area of a turnkey 
solution that got the most focus was customs. Specifically, comments included “It’s customs and knowing how 
to navigate customs” and “It’s a battle everywhere you want to go.”

From an industry perspective, the greatest needs vary somewhat by sub-industry, though a turnkey solution 
remains the top response for all subindustries except computers and office equipment manufacturers, which 
prioritize quickly establishing a presence in new markets.

Question: From a supply chain perspective, what is the single greatest need from key logistics partners 
when entering emerging markets?
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Implications

The important role of emerging markets is not lost on the vast majority of high-tech manufacturers 
that are either already there or plan to get there soon. Yet even large, global companies sometimes 
struggle with how to best enter a new market and be successful quickly — even those large and 
established high-tech companies can benefit from in-market partner expertise when extending 
their business into a new country or region. In fact, the things that one might have thought would 
present the bigger problems (changing regulations, trade management services) turn out to be less 
important than having “feet on the ground” and local logistical expertise. Certainly, a full-service in-
market partner will offer global trade and customs management services, but the core requirements 
are very much related to the “blocking and tackling” of fulfillment.

Actions to Consider
There is some really valuable insight to be drawn from the survey results on emerging markets in 
the 2013 UPS Change in the (Supply) Chain Survey. That the lessons, barriers, and greatest needs 
transcend company size, for the most part, is an invitation to smaller businesses that emerging 
markets are within reach. IDC Manufacturing Insights suggests the following:

•	In the short term, leveraging partners to facilitate import/export problems can be helpful, as can 
better utilizing the breadth of capabilities from in-market providers.

•	In the longer term, don’t be intimidated by emerging markets if you are not yet there. 
Understand the potential for your product in those markets, certainly, but use one of the many 
capable fulfillment partners to establish a beachhead in those markets.

•	Learnings are transferable across company size and sub-industry; understand prior mistakes, 
and don’t repeat them.

•	Look at entering new markets as a variation of the “buy versus make” analysis, and outsource as 
necessary — certainly for initial operations and, perhaps, permanently.

In this white paper on the 2013 UPS Change in the (Supply) Chain Survey, we have covered a lot 
of ground in four quite distinct topics — yet there are threads that run between them. Customer 
centricity is a key theme that is reflected not only in the discussion on nearshoring but also in terms 
of consumer electronics manufacturers prioritizing time to market and flawless execution or in 
the effective establishment of a turnkey solution in new markets to ensure adequate stocking and 
service levels.

A few interesting linkages and observations came through in the survey results:

•	Companies that prioritize service are 6 percentage points more likely to be nearsourcing than 
not. We might actually have expected the difference to be greater, but the pressures of cost, 
supplier locations, and infrastructure do appear to be material limitations.

•	Companies that are nearshoring tend to view time to market for new product innovations as 
being more important than time to volume, suggesting that shortening lead times is important 
to flawless launch execution.

 Parting Thoughts
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•	There is a chicken-and-egg nature to time to market and time to volume, so it is not surprising 
that both are important, although it does seem that companies are more comfortable owning 
the former and outsourcing the latter.

•	While the opportunities in emerging markets are obvious to almost all, the challenges around 
initial operations and navigating regulatory complexities come through more loudly and clearly 
than perhaps any other single point in the survey. The opportunity clearly exists in the 3PL 
community to do a more comprehensive job here.

Cost is not to be abandoned, as we still see a big focus on efficiency, and remains a compelling reason 
for some high-tech businesses to continue to source from China. But there is clear recognition that 
things are changing in China and that many companies have not yet worked out that there may be 
better places to manufacture.

The topic areas that we have discussed in this paper all require strategic senior-level support, and 
in many cases, changes are done over a longer horizon; however, in all four areas, there are things 
that high-tech companies can do today if the challenges we have highlighted are significant enough.
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